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1. INTRODUCTION

FortisBC Energy Inc. (FEI or the Company) files this Application in compliance with British
Columbia Utilities Commission (the Commission) Order G-65-15, which approved a Code of
Conduct and Transfer Pricing Policy for Affiliated Regulated Businesses Operating in a Non-
Natural Monopoly Environment. Order G-65-15 directed FEI to file for approval, no later than
April 27, 2016, a draft all-inclusive Code of Conduct and Transfer Pricing Policy covering the
interactions between FEI and its affiliated natural monopoly utilities, FEI and its affiliated non-
regulated businesses, and FEI and its affiliated regulated businesses operating in a non-natural
monopoly environment (the All-Inclusive CoC/TPP). Order G-52-16 subsequently approved the
extension of the timeline to file the All-Inclusive CoC/TPP from April 27, 2016 to June 30, 2016.
FEI submits that this Application proposes an appropriate All-Inclusive COC/TPP, and it should
be approved as filed.

The need for an All-Inclusive CoC/TPP was decided in Order G-143-14 where the Commission
stated that “ultimately there should be only one integrated document” for the FEI All-Inclusive
CoC/TPP, “making it easier to compare practices between entities of different natures”. A single
combined document would also, in the Commission’s assessment, “make it easier to keep track
of any changes occurring over time and ensure consistency”’. FEI highlights that an outcome of
the current process to develop an FEI All-Inclusive CoC/TPP as a single integrated document
should not be to limit the sharing of resources between regulated utilities that have been
accepted by the Commission and beneficial for FortisBC's customers. FEI has a long and
successful history sharing resources with affiliate utilities. The sharing arrangements have been
transparent with the shared services agreements included in regulatory proceedings for
Commission review and approval.

For this Application, FEI has adopted the following naming conventions.

o Affiliated Non-Regulated Business — Affiliate NRB or ANRB

o Affiliated Regulated Business Operating in a Non-Natural Monopoly Environment —
Affiliate Regulated Business (ARB)?

o Affiliated Natural Monopoly Utility — Affiliate Utility (AU)

Order G-65-15, which approved the CoC/TPP for Affiliate Regulated Businesses, resulted from
FELI's filing in accordance with Order G-31-15. Order G-31-15 and the accompanying decision
(the ARB Decision) set out the Commission’s direction with respect to the All-Inclusive CoC/TPP
on pages 51 to 52, where it stated:

“... the Panel determined that in the interest of ensuring that a COC and TPP governing
interactions between FEI and FAES is in place without undue delay, the scope of the

! Appendix A to Order G-143-14, p. 3.
2 Previously referred to as ARBNNM.
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current review would be limited to the COC and TPP for affiliated regulated businesses
operating in a non-natural monopoly environment (Phase 1).

However, it also determined that ultimately there should be only one integrated
document, which would makes it easier to compare practices between entities of
different natures; to keep track of any changes occurring over time; and to ensure
consistency. Accordingly, the Panel recommended that the long-term objective for FEI
should be the production of one integrated COC and TPP document (Phase 2)...

This all-inclusive draft COC and TPP should be modeled on the approved COC and TPP
for ARBNNMs. The panel notes that the scope section of the draft COC for ARBNNMs
states that it is intended to be consistent with the principles of the RMDM Guidelines, the
AES Inquiry Report, and Commission decisions related to specific ARBNNMs (the
“Guidelines” as defined in the draft COC).

The Panel expects that the all-inclusive COC and TPP will also be consistent with the
RMDM and AES Guidelines, but acknowledges that some higher level principles will
readily apply to a variety of affiliated transactions whereas more specific principles may
only be applicable to one or two types of affiliate transactions. When FEI files the draft
all-inclusive COC, it is directed to clearly identify the rationale for any variances from the
approved COC and TPP for ARBNNMSs or from the Guidelines.” [Emphasis added.]

FEI's draft All-Inclusive CoC/TPP is included as Attachments 1 (CoC) and 2 (TPP). As directed,
these documents have been modelled on the approved CoC/TPP for ARB in terms of format,
content and scope. FEI has considered the relevant Retail Markets Downstream of the Meter
Guidelines and Alternative Energy Services Inquiry Report, the ARB Decision, and its existing
policies with respect to Affiiate NRBs. These policies are generally consistent with the
approved CoC/TPP for ARB, and do not necessitate material changes. FEI's proposed All-
Inclusive CoC/TPP complies with the Commission’s direction and provides an appropriate basis
for FEI's activities going forward.

The relevant regulatory history, which includes sections of the Retail Markets Downstream of
the Meter Guidelines and Alternative Energy Services Inquiry Report, is provided in the sections
following, followed by an overview of the FEI's affiliated businesses and activities, and then the
approach to and summary of FEI/s All-Inclusive CoC/TPP.

2. REGULATORY HISTORY

2.1 RETAIL MARKETS DOWNSTREAM OF THE METER (RMDM)

The Retail Markets Downstream of the Utility Meter (RMDM) Guidelines dated April 1997
addressed affiliate transactions between regulated utilities and their non-regulated businesses.
Following are relevant excerpts from the RMDM Guidelines which provide guidance for FEI to
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consider in its All-Inclusive CoC/TPP. Many of these principles and guidelines have been
incorporated in the existing CoC/TPP for ARB and the existing CoC/TPP for ANRB which form
the basis for FEI's proposed All-Inclusive CoC/TPP.

Below, FEI provides excerpts from the RMDM Guidelines that summarize the content of the
guidelines.

Regarding the Commission’s objectives:?

“There must be no subsidy of unregulated business activities, whether undertaken by the
utility or its NRB, by utility ratepayers.

The risks associated with participation in the unregulated market must be borne entirely by
the unregulated business activity, that is the risks must have no impact on utility ratepayers.

The most economically efficient allocation of goods and resources for ratepayers should be
sought.”

Regarding the Commission’s conclusion vis-a-vis a utility’s transfer pricing policy:*

“Accordingly, the Commission concludes that a utility’s transfer pricing policy should ensure
the following:

i.  The operating costs of non-regulated activities are not reflected in the utility’s cost of
service.

ii.  The costs of developing new business ventures are charged to and recovered from
the NRB.

iii.  The accounting costs are transparent and will normally fully recover for all services,
including overhead, space, employee benefits, inconvenience, and a profit margin
where appropriate. If the service provided by the utility to the related-NRB could also
be obtained from an independent supplier, the price paid by the related-NRB to the
utility should be no less than the competitive market price and will never be below
the incremental cost.

iv.  The financial costs of each business are borne by the business. In the exceptional
case where the utility provides guarantees, it must be given financial compensation.

v.  Utilities will be required to file period reports which demonstrate that they are
adhering to the transfer pricing policy. The form and timing of the report will be
determined by the Commission.”

Regarding the Commission’s conclusion vis-a-vis a utility’s Code of Conduct:®

“Based on all the submissions provided, the Commission determined that the code of
conduct principles contained in the staff position paper should be modified as follows:

¥ RMDM Guidelines, Figure 6, page 23.

* RMDM Guidelines, page 25.
°® RMDM Guidelines, pages 26 and 27.
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Vi.

Vii.

The regulated company will not provide to the NRB any market-sensitive or
confidential information that would inhibit a competitive energy services market from
functioning. If customers agree to a release of customer information to the NRB, it
should be provided to other market participants under the same terms and conditions
and for the same price. Should an individual customer make a specific request to
have information released to a particular third party, it will be released to that party
only. The utility will be able to recover from the customer the costs associated with
the provision of this information.

No regulated company personnel will state or imply that favoured treatment will be
available to customers of the company as a result of using any service of an NRB. In
addition, no regulated company personnel will condone or acquiesce in any other
person stating or implying that favoured treatment will be available to customers of
the company as a result of using any service of an NRB.

No regulated company personnel will preferentially direct customers seeking
competitively offered services to an NRB. If a customer, or potential customer,
requests from the regulated company information about products or services offered
by an NRB or its competitors in downstream markets, the regulated company may
provide such information, including a directory of retailers of the product or service,
but shall not promote any specific retailer in preference to any other retailer.

The regulated company will formally advise all employees of expected conduct
related to these principles and it will undertake to perform periodic audits of the
relationships to ensure compliance with these principles. These audits will be
performed no less than once a calendar year and filed with the Commission.
Complaints by non-affiliated parties about the application of these principles, or any
alleged breach thereof, will be brought to the immediate attention of the senior
management of the regulated company and subsequently a report of the complaints,
and action taken, will be filed with the Commission. The report will be filed with the
Commission within one month of the complaint being made.

The financing of the utility and NRB will be accounted for entirely separately with the
financing costs reflecting the risk profile of each entry. No cross-guarantees or any
form of financial assistance whatsoever should be provided directly or indirectly by a
utility to its NRB without approval of the Commission.

Use of the utility name by a related-NRB will require approval by the Commission to
ensure that its use will not interfere with the Commission’s ability to protect
ratepayers.”

2.2 ALTERNATIVE ENERGY SERVICES (AES) INQUIRY

The Alternative Energy Services (AES) Inquiry Report dated December 27, 2012 extended the
discussion regarding transactions between regulated utilities and Affiliated NRBs to transactions
relating to different types of activities between specific types of affiliated utilities. Section 2 of
the AES Inquiry Report sets out a framework of key principles and guidelines to determine an
appropriate regulatory scheme for AES and New Initiatives, where New Initiatives are defined
as biomethane, natural gas for transportation and thermal energy. Section 3 of the AES Inquiry
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Report discusses the application of the principles and guidelines to the AES and New Initiatives.
As the key issues about activities between FEI and affiliated regulated businesses were
explored extensively in the AES Inquiry and led to the development of the existing CoC/TPP for
ARBs, they need not be revisited here except to the extent they provide guidance for the
activities between FEI and AUs and NRBs.

FEI's interpretation of the principles and guidelines listed in the AES Inquiry Report is that they
apply primarily in reference to Affiliated Regulated Businesses which have a competitive aspect
(i.e., ARBs such as FortisBC Alternative Energy Services (FAES) that compete for the right to
construct thermal energy solutions projects). This is not necessarily the same situation as that
for AUs which are regulated businesses that are natural monopolies and are not faced with the
same competitive challenge as ARBs.

Below, FEI provides excerpts from the AES Inquiry Report which provide guidance for FEI to
consider in its All-Inclusive CoC/TPP.

Regarding the applicability of the three RMDM objectives for non-regulated businesses:®
“Key Principle

i.  The Commission Panel reaffirms the following RMDM objectives:

e “There must be no subsidy of unregulated business activities, whether
undertaken by the utility or its [non-regulated business], by utility ratepayers.”

o “The risks associated with the participation in the unregulated market must be
borne entirely by the unregulated business activity, that is the risks must have no
impact on utility ratepayers.”

¢ “The most economically efficient allocation of goods and resources for ratepayers
should be sought.” (RMDM Guidelines, p. 23)”

Regarding the sharing of utility resources for non-regulated business activities:’

“Where activities undertaken as a related non-regulated business to involve sharing of
resources, the following Guidelines apply:

o An approved Code of Conduct and Transfer Pricing Policy must be in effect
and require:
o minimal sharing of resources between regulated and non-regulated
affiliates; and
0 use of the full cost to provide the service or market pricing, whichever
is higher.
e All costs and services provided between a Regulated and a Non-Regulated
Affiliated Business are to be fully disclosed to the Commission.

6

, AES Inquiry Report, page 21.

AES Inquiry Report, page 21.
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e To the extent that information is shared by a Regulated Business with a Non-
regulated Business, it must also be shared with any interested non-related
business.”

Regarding the guideline for sharing of resources between two AUs:®

“Common corporate and management resources may be shared between two Affiliated
Regulated Businesses that are natural monopolies, such as gas and electric service;”

Regarding cost allocation between regulated utilities.®

“For an Affiliated Regulated Business, the specific guidelines set out below should be
followed:

o Any sharing of costs and services between Affiliated Regulated Business must be
done on the basis of the higher of market price or the fully allocated cost, in
accordance with a Commission approved Transfer Pricing Policy;”

Regarding principles and guidelines for determining appropriate information sharing:*°
“Key Principles:

i. Customer specific information must be treated as required by the Personal
Information Protection Act and, in addition, should only be released with the
written consent of the customer.

ii. Customer information (aggregate or customer specific with written consent)
should be made available to all Parties (Affiliated Regulated and Unregulated
Businesses, separate classes of service, and competitors) on an equal basis.

iii.  The control of information should not provide a competitive advantage.

Guidelines:

Consistent with the key principles, when deciding what information can be shared with:
(i) anyone, including competitors; and (ii) a related utility; or (iii) a division of the utility;
information sharing should be treated in accordance with the following guidelines:

e Subject to customer consent:

o0 Information that is shared by the utility should be provided at a
reasonable price reflecting market circumstances and, at a minimum,
cover the cost extracting and providing the information. All parties should
pay the same price for the same or similar information;

8

. AES Inquiry Report, page 25.

AES Inquiry Report, page 33.
19 AES Inquiry Report, page 37.
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o Information provided from the traditional natural gas distribution utility to
persons within the utility or a related utility dealing with AES or other New
Initiatives should be available to all interested parties;

0 The following Code of Conduct principles from the RMDM report, which
were developed for sharing information between regulated and Non-
Regulated Businesses, have been adapted to include information sharing
among Affiliated Regulated Businesses:

e The regulated utility will not provide to the Non-Regulated Business
or Affiliated Regulated Business any market-sensitive or confidential
information that would inhibit a competitive energy services market
from functioning;

e No regulated utility personnel will state or imply that favoured
treatment will be available to customers of the company as a result of
using any service of the Non-Regulated Business or Affiliated
Regulated Businesses;

e No regulated company personnel will preferentially direct customers
seeking competitively offered services to a Non-Regulated Business
or Affiliated Regulated Business.”

2.3  AMALGAMATION OF EXISTING COC/TPP FOR AFFILIATES

FEI has existing CoC/TPPs in place to guide its interactions with its Affiliates. In developing the
All-Inclusive CoC/TPP, FEI's approach is to combine the existing CoC/TPPs into one integrated
CoC/TPP, modelling it on the approved CoC/TPP for ARBs. Following is a brief of discussion of
each of the existing CoC/TPPs.

Affiliate Requlated Businesses

The existing FEI CoC/TPP for ARBs was approved by the Commission in April 2015. The
approved CoC/TPP for ARBs resulted from the ARB Decision and incorporated the principles
and guidelines from the AES Inquiry Report. In developing the proposed All-Inclusive CoC/TPP,
FEI has closely modelled it on the existing CoC/TPP for ARBs, modifying the provisions and
language as required to cover the AU and ANRB situations, but ensuring consistency with the
form recently approved by the Commission.

Refer to Appendix C1 for a copy of the existing CoC/TPP for ARB.

Affiliate Non-Reqgulated Businesses

Since the development of the existing FEI CoC/TPP for NRBs in 1997 based on the RMDM
Guidelines, FEI has used the existing CoC/TPP for ANRBs to govern and provide protection to
FEI ratepayers in the sharing of FEI's resources with affiliated non-regulated entities. In
developing the proposed All-Inclusive CoC/TPP, FEI has reviewed the existing CoC/TPP for

PAGE 7
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ARNBS, recognizing many of the key sections and issues have already been considered by the
Commission in the approved CoC/TPP for ARBs.

Refer to Appendix C2 for a copy of existing CoC/TPP for ANRB.

Affiliate Utilities

Historically, FEI has not had a CoC/TPP to govern its interactions with its affiliate utilities
including FortisBC Huntingdon Inc. (FBCH) and FortisBC Inc. (FBC). Services provided to
FBCH have been limited in nature and have been for resources to operate FBCH's
interconnecting pipelines. For FBC, since 2010, FEI and FBC have been sharing common
resources under a shared services agreement. This arrangement was discussed in FEI's 2012-
2013 RRA Application and also in its 2014 to 2018 Multi-Year PBR Application. For further
details of these entities, refer to following section.

The All-Inclusive CoC/TPP has now been updated to include provisions and language to govern
interactions with AUSs.

3. CURRENT AFFILIATE STRUCTURE AND AGREEMENTS

3.1 CURRENT ORGANIZATIONAL STRUCTURE AND AFFILIATE ACTIVITIES

Figure 1 below shows the current organizational structure of the FortisBC entities and the
ultimate parent company Fortis Inc. (FI). Reporting on the transactions between FEI and its
Affiliates is prepared annually and included in the FEI Annual Report to the Commission.*

' Appendix D1.

PAGE 8



w

(0]

10

11
12

13

14
15
16
17
18

FORTISBC ENERGY INC. FORTIS BC”
CoODE OF CONDUCT AND TRANSFER PRICING PoLICY

Figure 1: FortisBC Organization Structure and FEI Affiliates '

FortisBC Inc.
(F1)
[ANRE]
FortisBC Pacific FortisBC Holdings Inc.
Holdings Inc. (FHI)
(FPHI)
[ANRS] [ANRB]
‘ FortisBC Alternative FortisBC Mid |
For‘;wsgg)lnc. FortisBC Energy Inc. Energy Services Inc. ortis Fles)iream ne FortisBC Huntingdon Inc.
FAES
(AU] (AU) ([ARB]) [ANRB] (AU)

Aitken Creek Gas Storage
(ACGS)

[ARB]

Following are descriptions of the Affiliates and type of services shared in 2015 between FEI and
its Affiliates.

Aitken Creek Gas Storage ULC (ACGS)

ACGS owns an interest in the underground reservoir and contained natural gas, wells, on-site
equipment and other components of the natural gas storage facility at Aitken Creek.

ACGS is a public utility subject to an exemption and light-handed regulation by the Commission,
due to the fact that it operates in a competitive environment for storage. For the purpose of this
Code of Conduct, ACGS is classified as an ARB.

In 2015, no sharing of services occurred between FEI and ACGS. ACGS is filing a Code of
Conduct and Transfer Pricing concurrently with this Application.

FortisBC Alternative Energy Services Inc. (FAES)

FAES is a wholly owned subsidiary of FortisBC Holdings Inc. that provides alternative energy
solutions, including thermal-energy and geo-exchange systems. The company specializes in
designing, owning, operating and maintaining regulated utility thermal assets to help its clients
address deferred maintenance, reduce greenhouse gas emissions, support sustainability
objectives and improve the performance of thermal energy systems in buildings. For the

12 AU — Affiliated Natural Monopoly; ARB — Affiliated Regulated Business Operating in a Non-Natural Monopoly
Environment; ANRB — Affiliated Non-Regulated Business.
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purpose of this Code of Conduct, FAES is classified as an ARB. This is consistent with how it
was treated during the previous CoC/TPP proceeding.

In 2015, services provided by FEI to FAES include facilities and IT support and other back office
supporting functions such as accounting. The services provided are governed by a Continuing
Services Contract as set out in FEI's Transfer Pricing Policy Appendix A.

FortisBC Huntingdon Inc. (FBCH)

FBCH is a wholly owned subsidiary of FortisBC Holdings Inc. The Corporation owns two
interconnecting pipelines near Abbotsford, British Columbia which are used in the transmission
of natural gas to and from the United states. The Corporation is regulated by the National
Energy Board, an independent regulatory authority. For the purpose of this Code of Conduct,
FBCH is classified as an AU.

In 2015, FEI provided services to FBCH to operate and maintain Huntingdon’'s two
interconnecting pipelines which are National Energy Board (NEB) regulated. The services
provided are governed by a Continuing Services Contract as set out in FEI's Transfer Pricing
Policy Appendix A.

FortisBC Inc. (FBC)

FBC is a wholly owned subsidiary of FortisBC Pacific Holdings Inc, which is an indirect wholly
owned subsidiary of Fortis Inc., a Canadian public company. FortisBC Inc. is an integrated
regulated electric utility operating in the southern interior of British Columbia, serving
approximately 167,600 customers directly and indirectly. For the purpose of this Code of
Conduct, FBC is classified as an AU.

In 2015, services provided by FEI to FBC include rental of the Springfield Road Office facility
and labour and travel expenses for staff from various departments. The services provided are
governed by a Shared Services Agreement that was filed with the Commission as Appendix L-3
in FEI's 2012-2013 RRA.

FortisBC Holdings Inc. (FHI)

FHI, a Canadian corporation headquartered in Vancouver, British Columbia, is the parent
company of FEI, FAES and FortisBC Midstream Inc and FBCH. A wholly-owned subsidiary of
Fortis Inc., FortisBC Holdings Inc., is a holding company. Its subsidiaries are the operating
companies. For the purpose of this Code of Conduct, FHI is classified as an ANRB.

In 2015, services provided by FEI to FHI include corporate support functions such as Payroll,
Finance, Human Resources, IT and Facilities. The services provided are governed by a
Continuing Services Contract as set out in FEI's Transfer Pricing Policy Appendix A.
Additionally, under the Corporate Services Agreement filed with the Commission as Appendix L-
2 in FEI's 2012-2013 RRA, FHI provided various corporate services (i.e., Treasury, Taxation,
Legal, etc.) to FEI.
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FortisBC Midstream Inc. (FM/)

FMI is a holding company and the parent company of ACGS. For the purpose of this Code of
Conduct, FMI is classified as an ANRB.

In 2015, FEI provided services to FMI to assist in the acquisition of ACGS. The costs for the
services have been recorded in the 2016 calendar year upon closing of the ACGS transaction.

FortisBC Pacific Holdings Inc. (FPHI/)

FPHI is a holding company and the parent company of FBC. For the purpose of this Code of
Conduct, FHI is classified as an ANRB. For the purpose of this Code of Conduct, FHI is
classified as an ANRB.

In 2015, no services were provided from FEI to FPHI.

Fortis Inc. (FI)

Fl is a holding company and the parent company of FHI and FPHI. FI is a diversified,
international holding corporation having investments in distribution, transmission and generation
assets and utilities. For the purpose of this Code of Conduct, FHI is classified as an ANRB.

In 2015, no services were provided from FEI to FI.

3.2 FE/ SHARED SERVICES AGREEMENTS

FEI currently shares resources with affiliates under sharing agreements which outline the scope
of the services being provided and the fees for the services provided. Following is a discussion
of the different shared services agreements used by FEI to ensure appropriate oversight and
governance for sharing of its resources with Affiliates.

Corporate Services

These services consist of certain specialized functions such as Treasury, Legal, Taxation and
Board of Directors that reside in FortisBC Holdings Inc. and Fortis Inc., and are supplied to FEI,
providing benefits through economies of scale. The methodology used to allocate the corporate
service costs charged to FEI is the Massachusetts formula, most recently approved by the
Commission in Order G-138-14"2,

In Order G-143-14", the Commission determined that services provided by a non-regulated
business, such as FHI corporate services provided to FEI, should be excluded from the FEI
CoC/TPP proceedings:

3 Order G-138-14 and Decision, page 230.
4 Order G-143-14 and Decision, page 4.
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“The Commission Panel accepts the rationale that costs incurred by a non-regulated
business on behalf of FEI should be reviewed in a revenue requirement proceeding, and
therefore those interactions are excluded from the scope of this review.”

See Appendix E1 for a copy of the Corporate Services Agreement.

Mutual Shared Services with FortisBC Inc.

FEI and FBC share common resources including the Executive Management team and other
departmental resources, providing benefits to both organizations. Executive Management time
is allocated on the basis of the Massachusetts formula as approved by the Commission in Order
G-138-14"°. The costs of other departmental resources are allocated between the Gas and
Electric businesses using a timesheet allocation approach as set out in FEI's 2012-2013 RRA.

In its 2014 to 2018 Multi-Year PBR Application, FEI provided the following discussion which
remains applicable today:*®

“Since 2010, the FEU and FortisBC Inc. (FBC) have been sharing common resources
starting with the sharing of the Executive Management team. More recently, the sharing
of resources between FEI and FBC has continued as the organizations streamline
operations and processes.

In this Application, sharing of resources between FEI and FBC, except for the Executive
Management team, have continued with the approved cross charge process such that
the cross charge includes a fully loaded wage including benefits and time away, with no
overhead or facilities fees assigned. Executive Management time is being allocated on
the basis of the Massachusetts Formula. As mentioned earlier in Section A3, given the
evolving nature of integration efforts between the gas and electric businesses, the
traditional timesheet allocation approach continues to be the appropriate approach to
allocate the majority of shared costs between the two organizations.”

The initial agreement was established in 2010 and filed with the Commission at that time. See
Appendix E2 for a copy of the agreement.

Shared Services with Other FEI entities

Prior to the amalgamation of the gas utilities in 2015 and since the purchase of Vancouver
Island and Whistler by FEI in 2004, various department resources were shared between FEI
and its sister monopoly utilities, enabling the companies to maintain the benefits of the
economies of scale by having a single management and support structure while avoiding
duplication of work and allowing customers to benefit from the efficiencies realized. The costs
of the FEI departmental resources were allocated based on cost allocation drivers including the

> Order G-138-14 and Decision, page 229.
'® FEI 2014-2018 PBR Application, page 280.
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number of employees and customers. With the amalgamation of the entities FEI gas utilities,
these shared services agreements are no longer required.

See Appendix E3 and E4 for copies of the agreements.

Continuing Services

Where no other specific and separate sharing agreement exists, the costs for FEI resources
shared with Affiliates are allocated following the FEI Transfer Pricing policy. Where agreed to
by FEI and an Affiliate, a Continuing Services schedule is prepared for Specific Committed
Services agreed to, work that is contracted for and billed regardless of whether or not work is
actually performed. Services contracted under the category “As Required” (i.e., work that is not
specifically committed to) do not require a similar schedule. See Appendix E5 for a copy of the
agreement between FEI and FHI as an example of one of the Continuing Services agreements
that exist.

4. ALL-INCLUSIVE CODE OF CONDUCT AND TRANSFER PRICING
POLICY

4.1 ABRIDGED PROCESS AND CONSUL TATION WORKSHOP WITH
STAKEHOLDERS

In Letter L-19-15 dated April 28, 2015 approving the FEI CoC/TPP for ARB documents filed in
compliance with the ARB Decision, the Commission stated the following:

“The Commission expects that preparation for the next application will have benefited
from the efforts invested by all parties in this newly approved COC and TPP for
ARBNNMs and therefore will involve only an abridged collaborative process such as a
FEI-led workshop to consult all stakeholders on the format and key issues of the new
document in advance of FEI filing its application. ”

Acting on the Commission’s direction, a workshop facilitated by FEI was held on May 26, 2016
to consult with stakeholders on the format and the key issues for the draft FEI All-Inclusive
CoC/TPP in advance of FEI filing its Application.

Stakeholders provided comments and suggestions to enhance the presentation and the format
of the draft FEI All-Inclusive CoC/TPP and related Application. Suggestions included
incorporating some discussion of the existing RMDM and NRB guidelines and descriptions and
disclosures of all agreements related to shared services and shared corporate services to
provide context. FEI has done this with the information included in Sections 2 and 3 of the
Application.

Other suggestions included choice of specific wording to use to ensure clarity and providing
descriptions of FEI's affiliates and which CoC/TPP situation (AU, ARB, ANRB) applies to each
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of the Affiliates. Participants suggested descriptions of the different FEI Affiliates and which
CoC/TPP situation applies (AU, ARB, ANRB) be included in the Application. FEI has drafted
the All-Inclusive CoC/TPP with the intent to provide clarity on the provisions included,
particularly being clear on what provisions apply to which situation (AU, ARB, ANRB). FEI has
provided the descriptions of the different FEI affiliates and which CoC/TPP situation applies in
Section 3.1 of this Application. Additionally, FEI has included similar descriptions in Appendix A
of the All-Inclusive CoC.

Comments and suggestions were also provided to enhance the applicability and understanding
of the proposed CoC/TPP to each of the situations (i.e., regulated natural monopolies, regulated
monopolies operating in a non-natural monopoly environment and non-regulated businesses)
stating that each of the situations requires different language and regulatory constructs. Section
4.2 of the Application outlines the key sections of the All-Inclusive CoC/TPP including the
proposed provisions and language and the rationale for each of the Affiliate situations.

Comments were also provided on the formatting of FEI's All-Inclusive CoC to include different
sections and clauses for each of the affiliate situations (AU, ARB, ANRB). FEI has done this by
highlighting in the All-Inclusive CoC/TPP, where appropriate, different sections that apply to
each of the affiliate situations. For example, Section 2 Shared Services Personnel states the
following applies to an AU:

“[FortisBC Energy] may also share services and non-executive personnel with an AU
where there is no detriment to [FortisBC Energy].”

Comments were raised about the objective of the All-Inclusive CoC and understanding the
rationale for the All-Inclusive CoC. In Section 1 of the Application, FEI has included reference to
Order G-31-15 and the ARB Decision which provided language regarding the purpose of the All-
Inclusive CoC and TPP. In the ARB Decision, the Commission stated that “....there should be
only one integrated document which would make it easier to compare practices between entities
of different natures; to keep track of any changes occurring over time; and to ensure
consistency.” FEI has prepared the All-Inclusive CoC/TPP consistent with the guidance outlined
by the Commission.

Presentation material from the workshop is included as Appendix B1. Minutes, including a list of
attendees, are included as Appendix B2.

4.2 FEI'S PROPOSEDALL-INCLUSIVE COC/TPP

Consistent with the Commission’s direction, FEI's approach to developing the All-Inclusive
CoC/TPP is to model it after the approved CoC/TPP for ARBs with consideration for the relevant
RMDM Guidelines and the AES Inquiry Report and the guidance provided in the ARB Decision.
In situations where there may be different interpretation or direction contained in the RMDM
Guidelines, the AES Inquiry Report and the ARB Decision, FEI's approach is to view the
direction in the ARB Decision as being the most applicable for the development of the FEI All-
Inclusive CoC/TPP. This is with the understanding that the ARB Decision has already
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incorporated the Commission’s consideration of the RMDM Guidelines and the AES Inquiry
Report.

Following are the key sections excerpted from FEI's proposed All-Inclusive CoC/TPP for each of
the three Affiliate situations including the proposed provisions and language and the rationale.
For convenience of review, the existing approved CoC/TPP for ARBs is used as the starting
point with the proposed changes discussed and highlighted below and in Appendix AZ2.
Additionally, a summary matrix comparing the proposed language and provisions for key
sections of the CoC/TPP for the different Affiliate situations has been included in Appendix F1.
Other minor changes to streamline the documents have also been made and are highlighted.

4.2.1 Resources Shared (Section 2 of the Code of Conduct)

In its ARB Decision on page 22, the Commission directed the adoption of specific wording
regarding Shared Services and Personnel in an ARB situation.

“FEl is directed to revise the wording of the Code of Conduct section on Shared Services
and Personnel to explicitly state that services and non-executive personnel will only be
shared in circumstances where:

(1) the services can be identified and tracked effectively and there are other
appropriate safeguards in place;

(2) there is limited potential for disclosure of confidential information; and
(3) there are benefits to [FortisBC Energy] ratepayers.

FEI is also directed to update the wording in the Code of Conduct to expressly state that
business development personnel will not be shared with an ARBNNM.”

This specific wording directed by the Commission was incorporated into the approved FEI
CoC/TPP for ARBs, and forms the basis for the wording incorporated in the FEI All-Inclusive
CoC/TPP for ARB situations. FEI believes the same wording is also appropriate for an ANRB
situation, ensuring that FEI ratepayers are protected and that the non-regulated affiliate is not
subsidized by FEI.

For an AU, FEI refers to the ARB Decision where the Commission noted the following regarding
the difference in sharing of resources between FEI and FBC at page 41.

“...the provision of services to FAES as set out above varies from the provision of
shared services between two utilities both operating in a monopoly environment. Again,
the FortisBC gas and electric utilities share some services to the benefit of both utilities,
but these are committed resources sufficient to meet the ongoing needs of both utilities
and both utilities have an equal priority in terms of access to and use of the shared
resources.”

The above wording from the Commission confirms that by sharing resources with one another,
utilities operating in a monopoly environment inherently benefit one another.
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FEI's position is that the requirement as specified in section 2 (3) of the wording directed by the
Commission in the first excerpt above of “there are benefits to [FortisBC Energy] ratepayers”
does not need to apply to an AU, as long as there is no detriment to FEI from sharing resources
with an AU such as FBC. This consideration is also consistent with the principle articulated in
the approved CoC/TPP for ARBs that “[FortisBC Energy] will protect and consider the interests
of its own ratepayers, and having protected its ratepayers [FortisBC Energy] may also consider
the potential interests of ARBNNM ratepayers.” As FBC is also a regulated utility that is a
natural monopoly, sharing FEI resources with FBC with no detriment to FEI ratepayers is
warranted.

For an AU situation, the following paragraph has been added to the All-Inclusive CoC/TPP:

“[FortisBC Energy] may also share its services and non-executive personnel with an AU
where there is no detriment to [FortisBC Energy].”

Refer to page 7 of Appendix A2 CoC.

Precluding Sharing of Business Development Personnéel/

In the ARB Decision on page 21, the Commission concluded that is it appropriate to preclude
the sharing of business development personnel with an ARB and that the wording in the CoC
should be updated to expressly state that business development personnel will not be shared
with an ARB.

Further to the ARB Decision, FEI believes that clarification of the specific wording and its
application is useful before applying the same wording in the All-Inclusive CoC/TPP, recognizing
that part of the concern expressed by interveners in the AES Inquiry Report proceeding was
focused on energy solutions in a competitive marketplace and where there may be a distinct
competitive advantage to the affiliate by sharing FEI's business development personnel who
have the knowledge and expertise to compete for the energy solutions projects.

The fact that FEI's business development personnel have expertise in energy solutions should
not preclude them from being shared with an Affiliate for development of other lines of business
that are different than those provided by the regulated utility. For example, this consideration
would not be relevant for Aitken Creek Gas Storage ULC which is considered an ARB also, but
where the business (i.e., wholesale marketplace for natural gas) is different than that of FEI
(energy solutions for end consumers).

Further, for sharing of resources between two Affiliated Regulated Businesses, the AES Inquiry
Report states at page 25:

“Common corporate and management resources may be shared between two Affiliated
Regulated that are natural monopolies, such as gas and electric....The sharing of
common resources between a natural monopoly affiliate and an affiliate that is a
regulated business in a non-natural monopoly environment, however, should be much
more limited.”
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Based on the above guidance, FEI concludes that the types of resources shared between two
utilities such as FEI and FBC that are natural monopolies can be broader and with fewer
restrictions than those shared with other affiliated entities (ARB and ANRB). Therefore, in the
situation of an AU, sharing business development personnel would be appropriate and
consistent with the guideline set out in the AES Inquiry Report.

FEI proposes the following wording to clarify the interpretation of the current wording which
states “[FortisBC Energy] will not share business development personnel”.

“[FortisBC Energy] will not share business development personnel with an Affiliate
where the Affiliate is carrying out business development activities to acquire customers
seeking energy products and services available in a competitive marketplace and
where [FortisBC Energy] is providing similar energy solutions.

FortisBC Energy and an AU can share business development personnel.”

Refer to page 7 of Appendix A2 CoC.

During the regulatory proceeding on FMI's Application to Purchase the Shares of ACGS, in the
Commission’s decision in Order G-39-16 on page 14, Section 2.5 Potential conflict related to
FEI gas supply mitigation activities, it was noted that:

“FEI submits ...... the separation and segregation of FEI and FMI/ACGS’ respective
commercial teams removes the risk of a detrimental impact on FEI's mitigation activities
arising from the share sale....Assuming adequate separation exists, the Panel has no
concerns regarding the competition between FEI and FMI in day-to-day commercial
trading activities.”

FMI/ACGS during the regulatory proceeding®’ indicated that to manage the potential conflict of
interest, it proposed that it would not share FEI personnel directly responsible for natural gas
portfolio planning and mitigation and related contract negotiation activities. Consistent with the
restriction as proposed by FMI/ACGS, FEI proposes to include the following wording in its All-
Inclusive CoC/TPP.

“[FortisBC Energy] will not share personnel directly responsible for natural gas portfolio
planning and mitigation activities and related contract negotiations with Aitken Creek
Gas Storage ULC and FortisBC Midstream Inc. Refer to Appendix A for the relevant
positions.”

Refer to page 7 of Appendix A2 CoC.

" Response to BCUC IR 1.16.5.
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Non-Disclosure Agreements for Directors and Executives with Dual Roles

In the ARB Decision at page 25, the Commission stated “FEI is directed to revise the wording of
the Code of Conduct section on Shared Services and Personnel to require FEI and ARBBNNM
directors and executives with dual roles to execute non-disclosure agreements.”

This wording was incorporated in the approved FEI CoC/TPP for ARBs and forms the basis for
the wording proposed in the FEI All-Inclusive CoC/TPP for ARB situations. FEI believes the
same wording and requirement is also appropriate for an ANRB situation, acting to sufficiently
limit the potential for disclosure of confidential information given that all of FEI's directors and
officers/executives are subject to FEI's Business Ethics policy. The individual directors and
executives holding dual roles would execute non-disclosure agreements in their capacity as
directors and executives of FEI.

For sharing of personnel in an AU situation, FEI believes the issue of disclosure of confidential
information by directors and officers/executives with dual roles in AUs is not a concern as there
are no competitive considerations for sharing of confidential information between FEI and AUs.
Additionally, FEI highlights that it has a long history of sharing directors and officers/executives
with affiliate utilities with no concerns raised, dating back to 2004 with the gas utilities and 2010
with FortisBC Inc.

Accordingly, FEI has added to Section (e) in the All-Inclusive CoC/TPP the following sentence.
“In the situation of an AU, a non-disclosure agreement is not required.”

Refer to page 7 of Appendix A2 CoC.

4.2.2 Information Shared (Section 3 of the Code of Conduct)

In the ARB Decision at page 26, the Commission approved FEI's draft section 3 of the Code of
Conduct regarding the provision of information by FEI. The wording regarding provision of
information as filed by FEI was incorporated into the approved FEI CoC/TPP for ARBs and has
been carried forward to the FEI All-Inclusive CoC/TPP for ARB situations.

However, FEI has introduced definitions for Customer Information and Commercial Information
to differentiate between information related to FEI customers (i.e., RMDM context) as compared
to Commercial Information related to the utility’s gas supply business. Different considerations
may arise for each type of information, and the new definitions allow for greater precision.

Customer Information is a new term added to the Definition section and is defined as:

“Information relating to a specific customer or potential customer of FortisBC Energy,
which FortisBC Energy has obtained or compiled in the process of providing current or
prospective public utility services and which is not otherwise available to the public.”

Commercial Information is a new term added to the Definitions section and is defined as:
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“Information related to FortisBC Energy’s commercial or trading activities such as natural
gas supply portfolio planning, mitigation activities and related contract negotiations, or
information that will inhibit a competitive energy services market from functioning.”

For Commercial Information, concerns over sharing of the information are different for an AU
than that for an ARB or ANRB. For an ARB or ANRB where competition is more prevalent and
with the value of Commercial Information greater than in the situation with an AU, precluding the
sharing of Commercial Information between FEI and an ARB and ANRB is warranted. This is
not justified with an AU. FEI considers that sharing of Commercial Information as defined with
an AU would therefore be acceptable.

Wording has been added to the All-Inclusive CoC/TPP in the following sections.
In the CoC Principles section, the following sentence has been added as item (jii)

“[FortisBC Energy] will not provide Commercial Information to an Affiliate except in the
case of an AU.”

In Section 3 of the CoC, the following sentence has been added as subsection d),

“[FortisBC Energy] will not provide Commercial Information to an Affiliate except in the
case of an AU.”

Other wording changes to this section have also been made to clarify the application of
Personal Information Protection Act requirements.

Refer to page 8 of Appendix A2 CoC.

4.2.3 Preferential Treatment (Sections 4 and 5 of the Code of Conduct)

Regarding preferential treatment, the ARB Decision stated on page 26:

“Given the acceptance amongst the participants, and upon its own review, the Panel
approves COC section 4 regarding Preferential Treatment as filed by FEI...Given the
acceptance amongst the participants, and upon its own review, the Panel approves COC
section 5 regarding Equitable Access to Services as filed in the Application.”

Code of Conduct sections 4 and 5 are as follows in the approved FEI CoC for ARBs:
4. Preferential Treatment

[FortisBC Energy] will not state or imply that favoured treatment will be available to
customers of [FortisBC Energy] as a result of using any service of an ARBNNM. In
addition, no Company personnel will condone or acquiesce in any other person stating
or implying that favoured treatment will be available to customers of the Company as a
result of using any product or service of an ARBNNM.”
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5. Equitable Access to Services

Except as required to meet acceptable quality and performance standards, and except
for some specific assets or services which require special consideration as approved by
the Commission, [FortisBC Energy] will not preferentially direct customers to an
ARBNNM. In discussing energy alternatives with a customer, or a potential customer,
[FortisBC Energy] personnel may not preferentially direct customers to an ARBNNM. If a
customer, or potential customer, requests from [FortisBC Energy] information about
products or services offered by an ARBNNM, [FortisBC Energy] may provide such
information, including a directory of suppliers of the product or service, but shall not
promote any specific supplier in preference to any other supplier.

No substantive changes have been made to the wording incorporated into the CoC/TPP for
ARBs approved by the Commission except for a change to reference “Affiliate” rather than
“ARBNNM" so as to extend the existing ARB wording to the ANRB situation. The language is
consistent with page 37 of the AES Inquiry Report where it was stated that similar language on
preferential treatment would apply to Non-Regulated Businesses or Affiliated Regulated
Business.

Preferential treatment language would not be necessary in situations where the services are
offered by an AU. Accordingly, for the All-Inclusive CoC/TPP, Section 4 Preferential Treatment
and Section 5 Equitable Access, does not apply to an AU situation.

The sentence “This section on Preferential Treatment is not applicable to an AU.” has been
added to Section 4 of the All-Inclusive CoC/TPP and the sentence “This section on Equitable
Access to Services is not applicable to an AU.” has been added to Section 5 of the All-Inclusive
CoC/TPP.

Refer to pages 8 to 10 of Appendix A2 CoC.

4.2.4 Compliance (Section 7 of the Code of Conduct)

FEI believes that the compliance requirements of the CoC outlined in Section 7 Compliance and
Complaints of the All-Inclusive CoC/TPP is applicable for all three Affiliate situations. The
second sentence in subsection a) has been amended slightly to refer to “with quarterly
reminders to management of employees who may be directly involved with Affiliate activities”
instead of “with quarterly updates for employees who may be directly involved with ARBNNM
activities”. This minor modification is to recognize the responsibility of management in ensuring
that all FEI employees adhere to the CoC and TPP.

Refer to page 10 of Appendix A2 CoC.
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4.2.5 Financing of Business (Section 8 of the Code of Conduct)

Regarding financing of affiliates, the ARB Decision at page 31, which considers guidance
provided in the RMDM Guidelines and the language incorporated in the existing CoC/TPP for
NRBs, stated:

“For the same reasons as given in section 3.3.2 on COC principle (vi) of this decision,
FEI is directed to amend section 8 of the Code of Conduct on financing and other risks
to include an acknowledgement that FEI would normally not provide financing (or any
form of financial assistance including co-signing of loans) to the ARBNNM, and to clarify
that no financing or other financial assistance (including cross-guarantees) can occur
under any circumstance without prior Commission approval.”

FEI agrees that no financing for Affiliates, including cross guarantees, can be provided under
any circumstances without prior Commission approval. No substantive changes have been
made to the wording directed by the Commission on page 31 of the ARB Decision. The
reference to “ARBNNM" has been change to “Affiliate” to have this section apply also to the AU
and ANRB situations.

Refer to page 11 of Appendix A2 CoC.

4.2.6 Pricing Rules (Transfer Pricing Policy)
Regarding pricing rules, the ARB Decision at page 42 stated:

i. “If an applicable [FortisBC Energy] tariff rate exists, the Transfer Price will be set
according to the tariff.

i.  Where no tariff rate exists, the Transfer Price will be set on the basis of the higher of
market price or the fully allocated cost.

iii.  Where the market price is not readily determinable the Transfer Price will be set on
the basis of fully allocated cost.

iv.  In situations where it can be shown that an alternative Transfer Price will provide
greater benefits to the FEI ratepayer, FEI must apply to the Commission for a
variance from the pricing rules i, ii, or iii.”

The AES Inquiry Report on page 33 stated:

“Any sharing of costs and services between Affiliated Regulated Business must be done
on the basis of the higher of market price or the fully allocated cost, in accordance with a
Commission approved Transfer Pricing Policy;”

The already-approved pricing rules for an ARB and ANRB include “the higher of market price or
fully allocated cost” and FEI has maintained this rule in the All-Inclusive CoC/TPP for those
situations. For sharing of resources with an AU (i.e., FBC), FEI is proposing no change to the
existing transfer pricing rule as outlined in the section titled “Mutual Shared Services with
FortisBC Inc.” on page 14 of this Application. The cross charges to FBC include fully loaded
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wages including benefits and time away, with no overhead or facilities fees assigned. This
practice will continue to be used until FEI evaluates the feasibility of introducing a Shared
Services model approach, similar to that successfully used in the past for sharing of resources
between FEI and the Vancouver Island and Whistler gas utilities.

Further, wording has been added to recognize that there may be a separate agreement
reviewed by the Commission from another proceeding that overrides the TPP rules.

“If there is an agreement between [FortisBC Energy] and an Affiliate that has been
reviewed by the Commission in another proceeding, that agreement applies.”

Refer to page 6 of Appendix A2 TPP.

5. SUMMARY

Consistent with the Commission’s direction, FEI is proposing an All-Inclusive CoC/TPP that
covers the interactions between FEI and its AUs, ARBs and ANRBs. The All-Inclusive
CoC/TPP is modelled on the approved COC and TPP for ARBs and is generally consistent with
the RMDM Guidelines and AES Inquiry Report and the ARB Decision. Variances from the
approved CoC/TPP for ARBs or from the Guidelines are highlighted with the rationale provided.
In the proposed provisions and language regarding the resources and cost allocation basis for
AUs, FEI has protected the interest of FEI and then considered the interests of the AU
ratepayers.*®

FEI highlights that corporate and shared services agreements have been used successfully to
govern the sharing of resources between FEI and its Affiliates. The sharing arrangements have
been transparent with the shared services agreements included in regulatory proceedings for
Commission review and approval. An outcome of the current process to develop an FEI All-
Inclusive CoC/TPP as a single integrated document should not be to limit the sharing of
resources between regulated utilities that have been accepted by the Commission and
beneficial for FortisBC’s customers.

FEI submits that the proposed All-Inclusive CoC/TPP is just and reasonable and should be
approved.

8 As outlined in Principle (i) of the existing CoC for ARBs — “[FortisBC Energy] will protect and consider the interests
of its own ratepayers, and having protected its ratepayers, [FortisBC Energy] may also consider the potential
interests of the ARBNNM ratepayers.”. In the situation of an AU, it is in the interests of the AU ratepayers.
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FortisBC Energy Inc.

CODEOFCONDUCT

For Provision of Utility Resources and Services to Affiliates
Proposed June 30, 2016

SCOPE

This Code of Conduct (Code) governs the relationships between [FortisBC Energy Inc. (FortisBC
Energy)] and its Affiliates for the provision of [FortisBC Energy] resources, and, where applicable,
is intended to be consistent with the principles of the British Columbia Utilities Commission
(Commission) outlined in the “Retail Markets Downstream of the Utility Meter” (RMDM)
Guidelines of April, 1997 and the Commission’s Report on the “Inquiry into the Offering of
Products and Services in Alternative Energy Solutions and Other New Initiatives” published in
December 27, 2012, collectively referred to in this document as Guidelines, or in relevant
Commission Orders G-31-15 and G-39-16 and accompanying decisions. |If the Code of Conduct is
silent on a principle or guideline established in one of the above documents, acceptance of the Code
of Conduct does not imply that the principle, guideline or Commission direction is voided or
invalid.

This Code will govern the use of [FortisBC Energy] resources and services provided to Affiliates
including shared services, employment or contracting of [FortisBC Energy] personnel, and the
treatment of Customer Information and Commercial Information. Where there is an agreement
between the [FortisBC Energy] and its Affiliates with respect to the sharing or provision of
services, resources, or personnel that has been reviewed by the Commission, the terms of that
agreement will govern.

The primary responsibility for administering this Code lies with [FortisBC Energy], although the
Commission has jurisdiction over matters referred to in this Code. The administration of this Code
may have to take into account particular circumstances in respect to a particular resource or service
which is being provided and where these issues are at variance with this Code, [FortisBC Energy]
will be required to seek Commission approval in advance. The Code also provides that the
Commission may review complaints in relation to this Code.

[FortisBC Energy] will maintain separate financial records and appropriate documentation as well
as implement appropriate safeguards, including a sufficient separation of business operations
between [FortisBC Energy] and its Affiliates, in order to prevent cross-subsidization and ensure a
level of transparency that enables an appropriate allocation of costs between [FortisBC Energy] and
its Affiliates.

All sharing of costs, services, Customer Information, and any other documentation of information as
specified by the Commission between Affiliates must be maintained and disclosed to the Commission
where required by the Commission.

The [FortisBC Energy] Transfer Pricing Policy for Affiliates (Transfer Pricing Policy) dated [insert

date following approval], will be used in conjunction with this Code to establish the costs and
pricing for [FortisBC Energy] resources and services provided to an Affiliate.
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This Code replaces the existing Codes of Conduct governing the relationship between [FortisBC

Energy] and its Affiliates.

DEFINITION

Affiliate

Affiliated Natural Monopoly
Utility (AU)

Affiliated Regulated Business
Operating in a Non-Natural
Monopoly Environment (ARB)

Affiliated Non-Regulated
Business (ANRB)

Commercial Information

Commission

Customer Information

FortisBC Energy Inc.

Guidelines

Includes an Affiliated Natural Monopoly Utility, an Affiliated
Regulated Business Operating in a Non-Natural Monopoly
Environment, and an Affiliated Non-Regulated Business, and
refers to the entities listed in Appendix A to this Code.

A separate legal entity that is an affiliate of FortisBC Energy
regulated by the Commission or the National Energy Board
offering regulated products and services in a natural
monopoly environment.

A separate legal entity that is an affiliate of FortisBC Energy
regulated by the Commission or the National Energy Board
offering regulated products and services in a non-natural
monopoly environment.

A separate legal entity that is an affiliate of FortisBC Energy
not regulated by the Commission or the National Energy
Board or a division of FortisBC Energy offering products and
services unregulated by the Commission.

Information related to FortisBC Energy’s commercial or
trading activities such as natural gas supply portfolio
planning, mitigation activities and related contract
negotiations, or information that will inhibit a competitive
energy services market from functioning.

British Columbia Utilities Commission.

Information relating to a specific customer or potential
customer of FortisBC Energy, which FortisBC Energy has
obtained or compiled in the process of providing current or
prospective public utility services and which is not otherwise
available to the public.

May be abbreviated as follows: [FortisBC Energy] or the
Company, and may also include employees of the Company.

Principles and Guidelines from the Retail Markets
Downstream of the Utility Meter Guidelines published by
the British Columbia Utility Commission in April, 1997 and
the Commission’s Report in the Inquiry into the Offering of
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RMDM

Transfer Price or Transfer
Pricing

Products and Services in Alternative Energy Solutions and
Other New Initiatives published in December 27, 2012. This
definition does not negate the applicability of other relevant
orders or directions such as Commission directions in
proceedings regarding affiliates or Special Directions
issued by the Province of British Columbia to the
Commission on matters related to specific FortisBC
Energy business activities.

Acronym for “Retail Markets Downstream of the Utility
Meter”, which may include any utility or energy related
activity at or downstream of the utility meter.

The price established for the provision of FortisBC Energy
resources and services to an Affiliate. Transfer pricing for
any Utility resource or service will be determined by
applying the appropriate [FortisBC Energy] Transfer
Pricing Policy as approved by the Commission.
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APPLICATION OF COMMISSION PRINCIPLES

DE OF NDUCT PRINCIPLE

The following principles were applied in the development of the Code of Conduct for activities
between [FortisBC Energy] and an Affiliate.

Vi.

[FortisBC Energy] will protect and consider the interests of its own customers, and having
protected its customers [FortisBC Energy] may also consider the potential interests of the
customers of an Affiliate.

Aggregated Customer Information or individual Customer Information that is made
available to an Affiliate should be made available to all parties, including competitors, on
an equal basis, upon request, provided necessary consent is obtained. Individual Customer
Information must be treated as required by the Personal Information Protection Act (PIPA),
and should only be released with the written consent of the customer. The control of
Customer information should not provide a competitive advantage.

[FortisBC Energy] will not provide Commercial Information to an Affiliate except in the
case of an AU.

[FortisBC Energy] and its employees will not state or imply that favoured treatment will be
available to customers of [FortisBC Energy] as a result of using any service of an Affiliate.
Additionally, [FortisBC Energy] and its employees will not preferentially direct customers
to an Affiliate. This principle is not applicable to an AU.

[FortisBC Energy] will not normally provide financing, or any form of financial assistance
including co-signing of loans, to an Affiliate. No [FortisBC Energy] financing or other
financial assistance, including cross-guarantees, can occur under any circumstances without
advance Commission approval.

[FortisBC Energy] will monitor compliance with this Code by also conducting an

annual compliance review. [FortisBC Energy] will regularly advise all of its employees
of their expected conduct pertaining to this Code.
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1. Transfer Pricing for Affiliates

[FortisBC Energy] will conform with the Commission approved [FortisBC Energy] Transfer
Pricing Policy.

2. Shared Services and Personnel

a) This Code recognizes the potential benefits to [FortisBC Energy] and Affiliates
in sharing resources.

b) [FortisBC Energy] will only share its services and non-executive personnel with
Affiliates in circumstances where:

1. the services can be identified and tracked effectively and there are other
appropriate safeguards in place as discussed in Section 7 of this document;

2. there is limited potential for disclosure of confidential information; and

3. there are benefits to [FortisBC Energy] customers.

[FortisBC Energy] may also share its services and non-executive personnel with an
AU where there is no detriment to [FortisBC Energy].

c) Business Development Personnel

[FortisBC Energy] will not share business development personnel with an Affiliate
where the Affiliate is carrying out business development activities to acquire
customers seeking energy products and services available in a competitive
marketplace and where [FortisBC Energy] is providing similar energy solutions.

FortisBC Energy and an AU can share business development personnel.

d) Natural Gas Portfolio, Mitigation and Contract Negotiation Personnel
[FortisBC Energy] will not share personnel directly responsible for natural gas
portfolio planning and mitigation activities and related contract negotiations with
Aitken Creek Gas Storage ULC and FortisBC Midstream Inc. Refer to Appendix
A for the relevant positions.

e) Directors and officers/executives with dual management roles in [FortisBC Energy]

and an Affiliate are required to execute a non-disclosure agreement. In the situation
of an AU, a non-disclosure agreement is not required.
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3.

Provision of Information by FortisBC Eneray Inc.

a)

b)

d)

Individual Customer Information must be treated as required by the Personal
Information Protection Act (PIPA). Subject to subsection (b) below, the Customer
Information should only be released with the written consent of the customer or
representative of the customer.

[FortisBC Energy] may disclose to a party that requests Customer Information that
is aggregated or summarized in such a way that confidential or individual
information would not be ascertained by third parties. A written consent will be not
required for the release of aggregated or summarized Customer Information.

If a customer requests their information be provided to a specific party, only that
party may receive the information. If a customer agrees to a general release of
their information, or if the aggregated or summarized Customer Information is
released, that information must be made available to all interested parties who
request it, without discrimination as to access, timing, cost or content.

When the Customer Information or Commercial Information is provided, the
requesting party must pay a reasonable price that allows FortisBC Energy to
recover the cost of extracting and providing the information. All parties should
pay the same price for the same information.

[FortisBC Energy] will not provide Commercial Information to an Affiliate except
in the case of an AU.

Preferential Treatment

[FortisBC Energy] will not state or imply that favoured treatment will be available to
customers of [FortisBC Energy] as a result of using any service of an Affiliate.

In addition, no Company personnel will condone or acquiesce in any other person stating or
implying that favoured treatment will be available to customers of the Company as a result of
using any product or service of an Affiliate.

This section on Preferential Treatment is not applicable to an AU.
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Equitable Access to Services

Except as required to meet acceptable quality and performance standards, and except for
some specific assets or services which require special consideration as approved by the
Commission, [FortisBC Energy] will not preferentially direct its customers to an Affiliate.

In discussing energy alternatives with a customer, or a potential customer, [FortisBC Energy]
personnel may not preferentially direct customers to an Affiliate. If a customer, or potential
customer, requests from [FortisBC Energy] information about products or services offered by
an Affiliate, [FortisBC Energy] may provide such information, including a directory of
suppliers of the product or service, but shall not promote any specific supplier in preference
to any other supplier.

This section on Equitable Access to Services is not applicable to an AU.

Equitable Treatment of Demand-Side Management and Incentive Fun

[FortisBC Energy] will adhere to the Commission approved mechanism for approval and
administration of Demand-Side Management or incentive funding.

mplian n mplain

a) The Director of Finance at [FortisBC Energy] will be responsible for
monitoring compliance at [FortisBC Energy] with this Code. This will include
advising all of its employees of their expected conduct pertaining to this Code,
and with quarterly reminders to management of employees who may be directly
involved with Affiliate activities.

b) [FortisBC Energy] will monitor employee compliance with this Code by also
conducting an annual compliance review, the results of which will be
summarized in a report to be filed with the Commission within 60 days of the
completion of this review.

C) Complaints by third parties about the application of this Code, or any alleged breach
thereof, should be addressed in writing to the Company’s Director of Finance and
the Executive Vice-President responsible for Regulatory Affairs, who will bring the
matter to the immediate attention of the Company’s senior management and
promptly initiate an investigation into the complaint. The complainant, along with
the Commission, will be notified in writing of the results of the investigation,
including a description of any course of action which will be or has been taken
promptly following the completion of the investigation. The Company will
endeavour to complete this investigation within 30 days of the written receipt of the
complaint.
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10.

d) Where [FortisBC Energy] determines that the complaint is frivolous and
without merit, the Company may apply to the Commission for reimbursement of
the costs of the investigation from the third party initiating the complaint or where
this is not possible, for inclusion of those costs in rates.

Financing and Other Risk

[FortisBC Energy] will not normally provide financing, or any form of financial assistance
including co-signing of loans, to an Affiliate. No [FortisBC Energy] financing or other
financial assistance, including cross-guarantees, can occur under any circumstances without
advance Commission approval.

Use of FortisBC Name

The use of the FortisBC name by an Affiliate is an acceptable business practice. [FortisBC
Energy] will exercise care in distinguishing between services provided by [FortisBC
Energy] and services offered by an Affiliate except in the situation of an AU. The name
FortisBC is owned by Fortis Inc.

Amendments

In order to ensure that this Code remains workable and effective, the Company will
review the provisions of this Code on an ongoing basis and as required by the
Commission, but with a maximum of five years between reviews.

Amendments to this Code may be made from time to time as approved by the Commission,
and may result from a normal periodic review, from a request to the Commission by
[FortisBC Energy], an Affiliate, a customer or other stakeholder, or a review initiative by
the Commission.
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APPENDIX A
AFFILIATES OF [FORTISBC ENERGY] as at June 30, 2016.

Aitken Creek Gas Storage ULC (ACGS) — ACGS owns an interest in the underground reservoir and
contained natural gas, wells, on-site equipment and other components of the natural gas storage
facility at Aitken Creek. ACGS is a public utility subject to an exemption and light-handed regulation
by the Commission, due to the fact that it operates in a competitive environment for storage. For the
purpose of this Code of Conduct, ACGS is classified as an ARB.

FortisBC Alternative Energy Services Inc. (FAES) — FAES is a wholly owned subsidiary of FortisBC
Holdings Inc. that provides alternative energy solutions, including thermal-energy and geo-exchange
systems. The company specializes in designing, owning, operating and maintaining regulated utility
thermal assets to help its clients address deferred maintenance, reduce greenhouse gas emissions,
support sustainability objectives and improve the performance of thermal energy systems in buildings.
For the purpose of this Code of Conduct, FAES is classified as an ARB.

FortisBC Huntingdon Inc. (FBCH) — FBCH is a wholly owned subsidiary of FortisBC Holdings Inc.
The Corporations owns two interconnecting pipelines near Abbotsford, British Columbia which are
used in the transmission of natural gas to and from the United states. The Corporation is regulated by
the National Energy Board, an independent regulatory authority. For the purpose of this Code of
Conduct, FBCH is classified as an AU.

FortisBC Inc. (FBC) — FBC is a wholly owned subsidiary of FortisBC Pacific Holdings Inc, which is
an indirect wholly owned subsidiary of Fortis Inc., a Canadian public company. FortisBC Inc. is an
integrated regulated electric utility operating in the southern interior of British Columbia, serving
approximately 167,600 customers directly and indirectly. For the purpose of this Code of Conduct,
FBC is classified as an AU.

FortisBC Holdings Inc. (FHI) — FHI, a Canadian corporate headquartered in Vancouver, British
Columbia, is the parent company of FEI, FAES, FortisBC Midstream Inc and FBCH. A wholly-
owned subsidiary of Fortis Inc., FortisBC Holdings Inc., is a holding company. Its subsidiaries are the
operating companies. For the purpose of this Code of Conduct, FHI is classified as an ANRB.

FortisBC Midstream Inc. (FMI) — FMI is a holding company and the parent company of ACGS. For
the purpose of this Code of Conduct, FMI is classified as an ANRB.

FortisBC Pacific Holdings Inc. (FPHI) — FPHI is a holding company and the parent company of FBC.
For the purpose of this Code of Conduct, FHI is classified as an ANRB.

Fortis Inc. (FI) — FI is a holding company and the parent company of FHI and FPHI. Fl is a
diversified, international holding corporation having investments in distribution, transmission and
generation assets and utilities. For the purpose of this Code of Conduct, FHI is classified as an
ANRB.
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List of [FortisBC Energy] personnel directly responsible for natural gas portfolio planning and
mitigation activities and related contract negotiations not to be shared with Aitken Creek Gas
Storage ULC and FortisBC Midstream Inc.

Director, Energy Supply and Gas Control
Midstream Services Manager

Midstream Operations Manager

Energy Supply Planning Coordinator

Senior Manager, Price Risk and Resource Planning
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FortisBC Energy Inc.
TRANSFER PRICING POLICY

For Provision of Utility Resources and Services to Affiliates
Proposed June 30, 2016

SCOPE

This Transfer Pricing Policy for Provision of Utility Resources and Services to Affiliates (Transfer
Pricing Policy or Policy) addresses the pricing of resources and services provided by [FortisBC Energy
Inc. (FortisBC Energy)] to its Affiliates.

The Transfer Pricing mechanism should provide a fair and transparent mechanism to [FortisBC
Energy]’s customers, and after having considered the interests of [FortisBC Energy]’s customers, may
consider the potential interests of the customers of an Affiliate.

Costs to be allocated from [FortisBC Energy] to an Affiliate are on the basis of the higher of market price
or fully allocated cost as set out in the [FortisBC Energy] Transfer Pricing Policy. [FortisBC Energy] is
to seek advance approval from the Commission prior to charging a price that is other than as outlined.
Where there is an agreement between [FortisBC Energy] and its Affiliate with respect to the sharing or
provision of services, resources, or personnel that has been reviewed by the Commission, the terms of
that agreement will govern.

Allocation of costs to an Affiliate will reflect appropriate compensation for any benefit derived as a
result of its affiliation with the [FortisBC Energy] or other businesses. This will include compensation
for additional cost or risk related to the addition of incremental debt to [FortisBC Energy] for the new
products or services. [FortisBC Energy] will ensure that it receives appropriate compensation for the
resources and services provided, in order to protect its customers from subsidizing the activities of
Affiliates as required by the Code of Conduct for Affiliates and this Transfer Pricing Policy.

[FortisBC Energy] will maintain separate financial records and appropriate documentation as well as
implement appropriate safeguards including sufficient separation of business operations between
[FortisBC Energy] and its Affiliates, in order to prevent cross-subsidization and ensure a level of
transparency that enables an appropriate allocation of costs between [FortisBC Energy] and its Affiliates.

The [FortisBC Energy] Code of Conduct for Provision of Utility Resources and Services to Affiliates
(Code of Conduct) dated [insert date following approval] will be used in conjunction with this Transfer
Pricing Policy.

This Policy replaces the existing Transfer Pricing Policies between [FortisBC Energy] and its Affiliates.
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DEFINITIONS

Affiliate

Affiliated Natural
Monopoly Utility (AU)

Affiliated Regulated
Business Operating in a
Non-Natural Monopoly
Environment (ARB)

Affiliated Non-Regulated
Business (ANRB)

Commercial Information

Commission

Customer Information

Development

Fair Market Value

FortisBC Energy Inc.

Fully Allocated Cost

Includes an Affiliated Natural Monopoly Utility, an Affiliated
Regulated Business Operating in a Non-Natural Monopoly
Environment, and an Affiliated Non-Regulated Business, and refers to
the entities listed in Appendix A to the Code of Conduct.

A separate legal entity that is an affiliate of FortisBC Energy
regulated by the Commission or the National Energy Board offering
regulated products and services in a natural monopoly environment.

A separate legal entity that is an affiliate of FortisBC Energy
regulated by the Commission or the National Energy Board offering
regulated products and services in a non-natural monopoly
environment.

A separate legal entity that is an affiliate of FortisBC Energy not
regulated by the Commission or the National Energy Board or a
division of FortisBC Energy offering products and services
unregulated by the Commission.

Information related to FortisBC Energy’s commercial or trading
activities such as natural gas supply portfolio planning, mitigation
activities and related contract negotiations, or information that will
inhibit a competitive energy services market from functioning.

British Columbia Utilities Commission.

Information relating to a specific customer or potential customer of
FortisBC Energy, which FortisBC Energy has obtained or compiled
in the process of providing current or prospective public utility
services and which is not otherwise available to the public.

The translation of research findings or other knowledge into a plan or
design for new or substantially improved materials, devices, products,
processes, systems or services prior to the commencement of commercial
production or use.

The price reached in an open and unrestricted market between informed

and prudent parties, acting at arms length and under no compulsion to
act.

May be abbreviated as follows: [FortisBC Energy] or the Company,
and may also include employees of the Company.

The sum of the direct costs and overhead costs required to provide the
product or service.
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Guidelines

Research

RMDM

Transfer Price or Transfer
Pricing

PoLIcY

Principles and Guidelines from the Retail Markets Downstream of the
Utility Meter Guidelines published by the British Columbia Utilities
Commission in April, 1997 and the Commission’s Report in the Inquiry
into the Offering of Products and Services in Alternative Energy
Solutions and Other New Initiatives published in December 27, 2012.
This definition does not negate the applicability of other relevant orders
or directions such as Commission directions in proceedings regarding
affiliates or Special Directions issued by the Province of British
Columbia to the Commission on matters related to specific FortisBC
Energy business activities.

Planned investigation undertaken for the purpose and expectation of
gaining new scientific or technical knowledge and understanding. Such
investigation may or may not be directed towards a specific practical
aim or commercial application.

Acronym for “Retail Markets Downstream of the Utility Meter”, which
may include any utility or energy related activity at or downstream of the
utility meter.

The price established for the provision of FortisBC Energy
resources and services to an Affiliate. Transfer pricing for any
Utility resource or service will be determined by applying the
appropriate [FortisBC Energy] Transfer Pricing Policy as
approved by the Commission.

Provision of services from [FortisBC Energy] to an Affiliate must be in accordance with the
Commission approved Code of Conduct and Transfer Pricing Policy or as approved by the
Commission from time to time.

Transfer Prices charged to Affiliates by [FortisBC Energy] are intended to ensure that [FortisBC
Energy] customers are not adversely affected by the pricing for services performed for Affiliates,
and will be established using the following pricing rules.

Page 3



Pricing Rules

If an applicable [FortisBC Energy] tariff rate exists, the Transfer Price to an Affiliate
will be set according to the tariff.

Where no tariff rate exists, the Transfer Price will be set on the basis of the higher of
market price or the fully allocated cost.

Where there is no market price or a market price is not readily discernable, the Transfer
Price will be set on the basis of fully allocated cost.

In situations where it can be shown that an alternative Transfer Price will provide
greater benefits to the [FortisBC Energy] customers, [FortisBC Energy] must apply to
the Commission for a variance from the pricing rules i, ii, or iii.

If there is an agreement between [FortisBC Energy] and an Affiliate that has been
reviewed by the Commission, that agreement applies.

Determining Costs

Fully Allocated Costs

For the purposes of this Policy where fully allocated costs are applied, the fully allocated
costs will be set as described below. The determination of fully allocated cost will
depend on the type of service or resource being provided.

For the most part, the types of resources and services that can be provided to an Affiliate
by [FortisBC Energy] are human resources (labour) and associated equipment and
facilities. The example in Appendix A summarizes how fully allocated costs are
determined for the different types of services described below in Section 2.1. Fully
allocated costs include all the line items listed including overhead consisting of general
overhead, supervision, availability charge and facilities charge.

The determination of fully allocated costs, specifically the cost loadings, is based on

services to be provided in accordance with the [FortisBC Energy] Code of Conduct dated
[insert date following approval].

Page 4



21 Type of Service

Where no other Commission direction from a proceeding relating to services from [FortisBC
Energy] to an Affiliate or a service agreement between [FortisBC Energy] and Affiliates exists,
there are three types of services: Specific Committed Service, As Required Service and
Designated Subsidiary/Affiliate Service. It is important that the type of service is determined
and specified before the commencement of any service. This specification is to ensure that the
correct cost loadings are applied to any Transfer Price.

I. Specific Committed Service

Specific Committed Service is work that is contracted for and billed regardless of
whether or not work is actually performed. Typically, this work is on-going or on a
continuing basis (such as Finance) in support of an Affiliate’s activities. The Affiliate
receiving the services is, in effect, requiring that [FortisBC Energy] maintain sufficient
staffing levels throughout the year in order to provide this service. The Affiliate must
pay for the Specific Committed Service even if the service provided is less than
originally contracted.

It is important that the description, scope and quality of the service to be provided be
defined and agreed upon by both [FortisBC Energy] and the Affiliate before the
commencement of such a service, including an indication whether the service is
performed at the employee’s normal place of work (“on-site”) or at the Affiliate (“off-
site”). A request for Specific Committed Service may be raised or terminated at any time
throughout the year by the Affiliate. Termination of a Specific Committed Service as a
result of an activity change is subject to a sixty (60) day notice period.

At the end of the fiscal year, Specific Committed Services which were not provided
(unless [FortisBC Energy] was unable to meet its commitments) will be offset against
services used in excess of those committed. Any excess service on a total pooled basis
will be billed, but any deficiency will not be refunded. If there is a shortfall in the level
or quality of service provided by [FortisBC Energy] a reasonable refund by [FortisBC
Energy] or termination of service by the Affiliate may be made. In the normal course of
business, the time estimates for Specific Committed Services are reviewed and agreed
upon by both [FortisBC Energy] and the Affiliate annually.

To determine the fully allocated cost of a Specific Committed Service, the following
loadings are applied to direct labour costs: concessions loading, benefits loading and
general overhead loading. Also facility and/or equipment charges are applied if
applicable. Appendix A, Column 1 shows an example of determining full cost for
Specific Committed Service, performed both “on-site” and “off-site”.

ii. As Required Service
As Required Service is work that is not specifically committed to by the receiving
Affiliate. [FortisBC Energy] charges the cost of the actual time incurred to perform the

work to the Affiliate requesting the service. Typically, this is work that is not budgeted
in advance.
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As Required Service must be specified to be either for an extended term (greater or equal
to three months) or short term (less than three months) period prior to the
commencement of the work. In addition, it must be identified whether the individual
providing the services will work at his or her normal place of work (“on-site”) or at the
Affiliate site (“off-site”).

To determine the fully allocated cost of As Required Service, the following loadings are
applied to direct labour costs: concessions loading, benefits loading, general overhead
loading, supervision loading and an availability charge loading. Also facility and/or
equipment charges are made if applicable. Appendix A, Column 2 shows an example of
how to determine the fully allocated cost for an As Required Service.

In certain situations, [FortisBC Energy] will need to retain the immediate right to recall
the employee being contracted to the Affiliate for an As Required Service. In these
situations, the availability charge will be waived. Prior notification to the Commission is
required to waive the availability charge for As Required Service.

Designated Subsidiary/Affiliate Service

A Designated Subsidiary/Affiliate is a related company that is designated by [FortisBC
Energy] and approved by the Commission to receive reduced loadings in the Transfer
Price. The designation is due to the additional benefits that the related company
provides to [FortisBC Energy]’s customers, employees or to the economic development
of the Province of British Columbia.

A Designated Subsidiary/Affiliate receives services on the same basis as the As Required
Service described above. To determine the fully allocated cost charged to the
Designated Subsidiary/Affiliate Service, the following loadings are applied to direct
labour costs: concessions loading, benefits loading and a general overhead loading.
Appendix A, Column 3 shows an example of determining fully allocated cost for
Designated Subsidiary/Affiliate Service.

The Commission may approve a subsidiary or Affiliate with such designation but
exclude specific activities or projects of that subsidiary or Affiliate (e.g. projects taking
place in certain geographic locations). Similarly, certain work to be performed for an
Affiliate relating to a specific service, project or product may be designated by [FortisBC
Energy] and approved by the Commission to receive reduced loadings.
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3.

Cost Relating to the Transfer of Activities from [FortisBC Enerqgy] to an Affiliate

3.1 Transfer Costs

Activities initially undertaken within [FortisBC Energy] may, from time to time, be
transferred to an Affiliate with Commission approval. Costs associated with transferring
an activity to an Affiliate, and the start-up of Affiliate activities, shall be borne by the
Affiliate. To the extent that these activities involve [FortisBC Energy] resources during
the transfer, the Affiliate shall reimburse [FortisBC Energy] using the appropriate pricing
rules as defined in Section 1 in this Transfer Pricing Policy. Costs relating to the
termination of an activity within [FortisBC Energy] shall be borne by [FortisBC Energy].

3.2 Research Costs

As research is regarded as a continuing activity required to maintain [FortisBC Energy]’s
business and its effectiveness, such expenses shall be borne by [FortisBC Energy].
However, where it is evident that certain research activities are clearly directed towards
specific pursuits related to an Affiliate, [FortisBC Energy] will ensure it is compensated
by the Affiliate according to the pricing rules defined in Section 1 of this Transfer
Pricing Policy, net of any quantifiable benefits received by [FortisBC Energy].

3.3 Development Costs
Development costs for new products and services transferred to an Affiliate will be
tracked and charged to the Affiliate according to the pricing rules defined in Section 1 of
this Transfer Pricing Policy, net of any quantifiable benefits received by FortisBC
Energy.

Cost Collection Procedures

41 Internal Orders

[FortisBC Energy] will be responsible for setting up the appropriate internal orders for tracking
time, documenting the internal order numbers and ensuring that the appropriate individuals
charge time to them. The providing organization’s accounting group (typically [FortisBC
Energy]’s Financial Accounting Group) will be responsible for maintaining the internal orders
and collecting the appropriate charges.

4.2 Time Sheets

The individuals performing the service must report all time spent on that service by coding their
time to the appropriate internal order numbers. This is to occur for all Affiliates. The receiving
Affiliate may review the validity of these charges.

4.3 Invoicing

The Affiliate will be invoiced for the contracted amount in respect of Specific Committed

Service and for the appropriate time based on the actual payroll level in respect of As Required
Service or Designated/Affiliate Service (subject to confidentiality of salary information) with the
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applicable loadings applied. The invoice will include the number of hours and corresponding
activities.

The methodology for determining a salary level is on the basis of the average of the respective
pay grades or job groups for the employees involved.

44 Compliance

The Director of Finance is responsible for the oversight of safeguards related to the Transfer
Pricing Policy, including the ongoing design and operating effectiveness of the timekeeping
process and other related controls and safeguards, and the maintenance of adequate records and
documentation.

Review of Transfer Pricing Policy

The Transfer Pricing Policy will be reviewed on an annual basis by [FortisBC Energy] as part of
the Code of Conduct compliance review. However, [FortisBC Energy] may make an application
to the Commission for approval of changes to the policy including the pricing rules and the
formula for determining fully allocated costs as and when required.

Page 8



[FortisBC Energy] Transfer Pricing Policy for Affiliates

Appendix A Illustrative Example of Determining Fully Allocated Cost * for the Three Types of Service
(For an employee at an annual salary of $85,000 and 59% benefits loading)
(Different charge-out rates are used for different positions)
Column 1 2 3
Specific Committed Service As Required Service Designated
Subsidiary / Affiliate

Off-Site On-Site On-Site Off-Site Off Site

Full-time Full-time Short Term Short Term Extended
BASE PAY PER DAY $327.00 $327.00 $327.00 $327.00 $327.00 $327.00
PLUS CONCESSIONS and BENEFITS (90%) $295.00 $295.00 $295.00 $295.00 $295.00 $295.00
LOADED LABOUR PER DAY $622.00 $622.00 $622.00 $622.00 $622.00 $622.00
GENERAL OVERHEAD 5% 10% 10% 10% 5% 5%
SUPERVISION N/A Direct 20% N/A N/A Direct

Charge Charge

AVAILABILITY CHARGE N/A N/A 20% 20% 20% N/A
FACILITIES CHARGE (If Applicable) N/A $100.00 $100.00 $100.00 N/A N/A
EQUIPMENT CHARGE (If Applicable) Direct Direct Direct Direct Direct N/A

Charge Charge Charge Charge Charge
TOTAL FULLY ALLOCATED COSTS PER DAY $653.00 $784.00 | $1,033.00 $909.00 $778.00 $653.00
Cost Ratio to Base Pay per day 2.00 2.40 3.16 2.78 2.38 2.00
Cost Ratio to Loaded Labour per day 1.05 1.26 1.66 1.46 1.25 1.05

* Direct costs would exclude costs such as general overhead, supervision, availability charge and facilities charge.
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Appendix A-2

FEI PROPOSED ALL-INCLUSIVE CODE OF CONDUCT AND
TRANSFER PRICING POLICY - CHANGES FROM APPROVED
APRIL 28, 2015 FEI COC/TPP FOR ARBNNM



FortisBC Energy Inc.

CODEOFCONDUCT

For Provision of Ut|||ty Resources and Serwces to A#HHted—Regeﬂated-Besmesse&Qperaung%
J NNMyAffiliates

ApHJr28ﬁ’_2915
Proposed June 30, 2016

SCOPE

This Code of Conduct (Code) governs the relatlonshlps between [FortlsBC Energy Inc (FortlsBC
Energy)] and Af y
{ARBNNMs)its Affiliates for the prOV|S|on of [FortlsBC Energy] resources, and Where appllcable is
intended to be consistent with the principles of the British Columbia Utilities Commission
(Commission) outlined in the “Retail Markets Downstream of the Utility Meter” (RMDM) Guidelines
of April, 1997 and the Commission’s Report on the “Inquiry into the Offering of Products and
Services in Alternative Energy Solutions and Other New Initiatives” published in December 27, 2012,
collectively referred to in this document as {Guidelines), or in relevant Commission Orders G-31-15
and G-39-16 and accompanying decisions-in-proceedings—related-to-specific ARBNNMs. If the Code
of Conduct is silent on a principle or guideline established in one of the above documents, acceptance
of the Code of Conduct does not imply that the principle, guideline or Commission direction is voided
or invalid.

This Code will govern the use of [FortisBC Energy] resources and services provided to
ARBNNMsAffiliates including shared services, employment or contracting of [FortisBC Energy]
personnel and the treatment of euﬁm%%er—eenﬂdeeﬁral—w#enmﬂen#he—@ede—mﬂ—alse

ARBNNMsCustomer

Informatlon and Commerual \Informatlon\ Where there is an aqreement between the [FortisBC Comment [A1]: Refer to section 4.2.2 of the
Energy] and its Affiliates with respect to the sharing or provision of services, resources, or personnel Application for discussion.
that has been reviewed by the Commission, the terms of that agreement will lgovern. Comment [A2]: Refer to section 4.2.6 of the

Application for discussion. This wording is
consistent with that added to the TPP — Pricing

The primary responsibility for administering this Code lies with [FortisBC Energy], although the Rules.

Commission has jurisdiction over matters referred to in this Code. The administration of this Code
may have to take into account particular circumstances in respect to a particular resource or service
which is being provided and where these issues are at variance with this Code, [FortisBC Energy] will
be required to seek Commission approval in advance. The Code also provides that the Commission
may review complaints in relation to this Code.

[FortisBC Energy] will maintain separate financial records and appropriate documentation as well as
implement appropriate safeguards, including a sufficient separation of business operations between
[FortisBC Energy] and its Affiliates, in order to prevent cross-subsidization and ensure a level of
transparency that enables an appropriate allocation of costs between [FortisBC Energy] and
ARBNNMEsits Affiliates.

All sharing of costs, services, Customer Information, and any other documentation of information as

specified by the Commission between Affiliates must be maintained and disclosed to the Commission
where required by the [Commission.

Comment [A3]: To streamline the CoC/TPP
documents, this paragraph moved from the “Policy”
section of the TPP.
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The [FortisBC Energy] Transfer Pricing Policy for ARBNNMs Affiliates (Transfer Pricing Policy)
dated April-28,-20615;[insert date following approval] will be used in conjunction with this Code to

establish the costs and pricing for [FortisBC Energy] resources and services provided to ARBNNMsan
Affiliate.

Ao in epla eglace the eX|st|ng
eedeCodes of Conduct governmg the relatlonshlp between [FortlsBC Energy] and Nen-Regulated

businesses{NRBs)-its Affiliates.

‘DEF'N 1T1 ONS‘ [f [A4]: Definitions updated to address }

All Inclusive aspects of CoC.




Affiliate

Affiliated Natural Monopoly
Utility (AU)

Affiliated Requlated Business
Operating in a Non-Natural
Monopoly Environment (ARB)

Includes an Affiliated Natural Monopoly Utility, an
Affiliated Regulated Business Operating in a Non-
Natural Monopoly Environment, and an Affiliated Non-
Regulated Business, and refers to the entities listed in
Appendix A to this Code.

A separate legal entity that is an affiliate of FortisBC
Energy regulated by the Commission or the National
Energy Board offering regulated products and services
in a natural monopoly environment.

A separate legal entity that is an affiliate of FortisBC
Energy regulated by the Commission or the National
Energy Board offering regulated products and

Affiliated Non-Regulated
Business (ANRB)

Commercial Information

Commission

Customer Information

FortisBC Energy Inc.

Guidelines

services in a non-natural monopoly environment.

A separate legal entity that is an affiliate of FortisBC
Energy not requlated by the Commission or the National

Energy Board or a division of FortisBC Energy offering
products and services unrequlated by the Commission.

Information related to FortisBC Energy’s commercial or

trading activities such as natural gas supply portfolio
planning, mitigation activities and related contract
negotiations, or information that will inhibit a
competitive energy services market from functioning.

British Columbia Utilities Commission.

Information relating to a specific customer or potential
customer of FortisBC Energy, which FortisBC Energy
has obtained or compiled in the process of providing
current or prospective public utility services and which
is not otherwise available to the public.

May be abbreviated as follows: [FortisBC Energy] or
the Company, and may also include employees of the

Company.

Principles and Guidelines from the Retail Markets
Downstream of the Utility Meter Guidelines published

by the British Columbia Utility Commission in April,
1997 and the Commission’s Report in the Inquiry into
the Offering of Products and Services in Alternative
Energy Solutions and Other New Initiatives published
in December 27, 2012. This definition does not negate
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Transfer Price or Transfer

Pricing

the applicability of other relevant orders or directions

such as Commission directions in proceedings
regarding affiliates or Special Directions issued by the

Province of British Columbia to the Commission on
matters related to specific FortisBC Energy business
activities.

Acronym for “Retail Markets Downstream of the
Utility Meter”, which may include any utility or energy
related activity at or downstream of the utility meter.

The price established for the provision of FortisBC
Energy resources and services to an Affiliate. Transfer
pricing for any Utility resource or service will be
determined by applying the appropriate [FortisBC
Energy] Transfer Pricing Policy as approved by the

Commission.



APPLICATION OF COMMISSION PRINCIPLES

DE OF NDUCT PRINCIPLE

The following principles were applied i in the development of the Code of Conduct for activities
between [FortisBC Energy] and

Natural-Monopoly-Envirorment [ARBNNM].an |Affiliate,

[FortisBC Energy] will protect and consider the interests of its own
customers, and having protected its ratepayerscustomers [FortisBC Energy]

may also consider the potential interests of the customers of an Affiliate.

Informatlon or |nd|V|duaI Customer

B e e e e
written—consent}Information that is made available to an Affiliate should be made

available to all parties—(Affiliated—Regulated—and—Unregulated—Businesses,—and,

including competitors), on an equal basis, upon request, provided necessary consent is
obtained. Individual Customer Information must be treated as required by the
Personal Information Protection Act (PIPA), and should only be released with the
written consent of the customer. The control of Customer information should not
provide a competitive [advantagel

[FortisBC Energy] will not provide Commercial Information to an Affiliate except in

Vi.

the case of an AU

[FortisBC Energy] and its employees will not state or imply that favoured treatment
will be available to customers of [FortisBC Energy] as a result of using any service of
an ARBNNM:Affiliate. Additionally, [FortisBC Energy] and its employees will not
preferentially direct customers to an ARBNNMAffiliate. This principle is not
applicable to an AU,

[FortisBC Energy] will not normally provide financing, or any form of financial
assistance including co-signing of loans, to the-ARBNNMan Affiliate. No [FortisBC
Energy] financing or other financial assistance, including cross-guarantees, can occur
under any circumstances without advance Commission approval.

[FortisBC Energy] will monitor compliance with this Code by also conducting an
annual compliance review. [FortisBC Energy] will regularly advise all of its
employees of their expected conduct pertaining to this Code.

|

Comment [A5]: Changed reference to
“ARBNNM” to “Affiliate”.

|

Comment [A6]: Replaced term “ratepayers”
with “customers”

|

Comment [A7]: This principle combined with the
principle following.

Comment [A8]: Principle from (ii) combined into
here.

Refer to section 4.2.2 of the Application for
discussion.

Comment [A9]: New principle referencing
provision of “Commercial Information”; this is
different than for “Customer Information”.
Refer to section 4.2.2 of the Application for
discussion.

Comment [A10]: Refer to section 4.2.3 of the
Application for discussion.




Comment [A11]:

To streamline the CoC/TPP documents, this
paragraph moved to the FEI TPP under Scope
(second paragraph).

rComment [A12]:

To streamline the CoC/TPP documents, this
paragraph moved to the FEI TPP under the Scope
(third paragraph).




| 1. Transfer Pricing for ARBNNMsAffiliates

[FortisBC Energy] will conform with the Commission approved [FortisBC Energy] Transfer

| Pricing Policy-for ARBNNMs,

2. Shared Services and Personnel
a) This Code recognizes the potential benefits to the—[FortisBC Energy] and
ARBNNM-regulated-ratepayersAffiliates in sharing resources.
b) [FortisBC Energy] will only share its services and non-executive personnel_with
Affiliates in circumstances wherel:
1. the services can be identified and tracked effectively and there are other
| appropriate safeguards in place as discussed in Section 7 of this document;
2. there is limited potential for disclosure of confidential information; and
| 3. there are benefits to [FortisBC Energy] ratepayerscustomers.
[FortisBC Energy] may also share its services and non-executive personnel with an
AU where there is no detriment to [FortisBC Energy].
c) Business Development Personnel

d)

e}——[FortisBC Energy] will not share business development personnel with an
ARBNNM-—

[FortisBC-Energy}and-ARBNNM-directorsAffiliate where the Affiliate is carrying

out business development activities to acquire customers seeking energy products
and services available in a competitive marketplace and where [FortisBC Enerqgy]
is providing similar energy solutions.

FortisBC Energy and an AU can share business development personnel.

Natural Gas Portfolio, Mitigation and Contract Negotiation Personnel

e)

[FortisBC Energy] will not share personnel directly responsible for natural gas
portfolio planning and mitigation activities and related contract negotiations with

Aitken Creek Gas Storage ULC and FortisBC Midstream Inc. Refer to Appendix
A for the relevant positions.

&)——Directors and officers/executives with dual management roles in [FortisBC Energy]

and an Affiliate are required to execute a non-disclosure agreements:
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Application for discussion of this section on “Shared
Services and Personnel”




3. Provision of Information by [FortisBC Energy lInc.l.

Customer—specific-information-must be treated in-accordance-withas required by

b

the Personal Information Protection Act (PIPA). Subject to subsection (b) below, the
Customer Information should only be released with the written consent of the
customer or representative of the customer.

FortisBC Energy] may disclose to —a party that requests Customer Information that
is_aggregated or summarized in such a way that confidential or individual
information would not be ascertained by third parties. A written consent will be not
required for the release of aggregated or summarized Customer Information.

c) If a customer requests their-speeific information be provided to a specific party,

only that party may receive the information. If a customer agrees to a general
release of their speeifie—information, or if the aggregated or summarized
Customer Information is released, that information must be made available to all
interested parties who request it-and-—are—willing—to—pay-theprice-associated-with
the-provision-of-the—informatien, without discrimination as to access, timing, cost

or content.

When the Customer infermation—witl-belnformation or Commercial Information is
provided-at-, the requesting party must pay a reasonable price reflecting-market
chreumstances—and—coverthat allows FortisBC Energy to recover the cost of
extracting and providing the information. All parties should pay the same price
for the same er-similar-information.

[FortisBC Energy] will not provide Commercial Information to an Affiliate except

in the case of an AU.

4.  Preferential Treatment

Comment [A14]: Refer to section 4.2.2 of the
Application for discussion of this section on
“Provision of Information”

[FortisBC Energy] will not state or imply that favoured treatment will be available to
customers of [FortisBC Energy] as a result of using any service of an ARBNNM-Affiliate.

In addition, no Company personnel will condone or acquiesce in any other person stating or
implying that favoured treatment will be available to customers of the Company as a result of
using any product or service of an ARBNNMAffiliate.

Page 8

Comment [A15]: Refer to section 4.2.3 of the
Application for discussion of this section on
“Preferential Treatment”




This section on Preferential Treatment is not applicable to an AU.

O
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Equitable Access to Services

Except as required to meet acceptable quality and performance standards, and except for
some specific assets or services which require special consideration as approved by the
Commission, [FortisBC Energy] will not preferentially direct its customers to an ARBNNM:
Affiliate.

In discussing energy alternatives with a customer, or a potential customer, [FortisBC Energy]
personnel may not preferentially direct customers to an ARBNNM-:Affiliate. If a customer,
or potential customer, requests from [FortisBC Energy] information about products or
services offered by an ARBNNMA(ffiliate, [FortisBC Energy] may provide such information,
including a directory of suppliers of the product or service, but shall not promote any specific
supplier in preference to any other supplier.

This section on Equitable Access to Services is not applicable to an AU.

Equitable Treatment of Demand-Side Management and Incentive Funds

[FortisBC Energy] will adhere to the Commission approved mechanism for approval and
administration of Demand-Side Management or incentive funding.

Compliance and Complaints

a) The Director of Finance at [FortisBC Energy] will be responsible for
monitoring compliance at [FortisBC Energy] with this Code. This will include
advising all of its employees of their expected conduct pertaining to this Code,
and with quarterly updates—forreminders to management of employees who may be
directly involved with ARBNNMATffiliate activities.

b) [FortisBC Energy] will monitor employee compliance with this Code by also
conducting an annual compliance review, the results of which will be
summarized in a report to be filed with the Commission within 60 days of the
completion of this review.

c) Complaints by third parties about the application of this Code, or any alleged breach
thereof, should be addressed in writing to the Company’s Director of Finance and
the Executive Vice-President_responsible for Regulatory Affairs—Custemer-Serviece

s, who will bring the matter to the immediate attention of the
Company’s senior management and promptly initiate an investigation into the
complaint. The complainant, along with the Commission, will be notified in writing
of the results of the investigation, including a description of any course of action
which will be or has been taken promptly following the completion of the
investigation. The Company will endeavour to complete this investigation within
30 days of the written receipt of the complaint.
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Comment [A16]: Refer to section 4.2.3 of the
Application for discussion of this section on
“Equitable Access to Services”

Comment [A17]: Refer to section 4.2.4 of the
Application for discussion of this section on
“Compliance and Complaints”

Comment [A18]: Updated description of
position.




10.

d) Where [FortisBC Energy] determines that the complaint is frivolous and
without merit, the Company may apply to the Commission for reimbursement of
the costs of the investigation from the third party initiating the complaint or where
this is not possible, for inclusion of those costs in rates.

Einancing and Other Risks

[FortisBC Energy] will not normally provide financing, or any form of financial assistance
including co-signing of loans, to the-ARBNNMan Affiliate. No [FortisBC Energy]
financing or other financial assistance, including cross-guarantees, can occur under any
circumstances without advance Commission approval.

Use of FortisBCUtitity Name

The use of the FortisBC name by an ARBNNMA(filiate is an acceptable business practice.
[FortisBC Energy] will exercise care in distinguishing between services provided by
[FortisBC Energy] and services offered by the—ARBNNM:an Affiliate except in the
situation of an AU. The name FortisBC is owned by Fortis Inc.

Amendments

In order to ensure that this Code remains workable and effective, the Company will
review the provisions of this Code on an ongoing basis and as required by the
Commission, but with a maximum of five years between reviews.

Amendments to this Code may be made from time to time as approved by the Commission,
and may result from a normal periodic review, from a request to the Commission by
[FortisBC Energy], an ARBNNMAffiliate, a customer or other stakeholder, or a review
initiative by the Commission.
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Application for discussion of this section on
“Financing and Other Risks”

|

Comment [A20]: Name “FortisBC” is
synonymous for the gas and electric utilities.




APPENDIX A

AFFILIATES OF [FORTISBC ENERGY] as at June 30, 2016.

Aiitken Creek Gas Storage ULC (ACGS) — ACGS owns an interest in the underground reservoir and
contained natural gas, wells, on-site equipment and other components of the natural gas storage
facility at Aitken Creek. ACGS is a public utility subject to an exemption and light-handed requlation
by the Commission, due to the fact that it operates in a competitive environment for storage. For the
purpose of this Code of Conduct, ACGS is classified as an ARB.

FortisBC Alternative Energy Services Inc. (FAES) — FAES is a wholly owned subsidiary of FortisBC
Holdings Inc. that provides alternative energy solutions, including thermal-energy and geo-exchange
systems. The company specializes in designing, owning, operating and maintaining requlated utility
thermal assets to help its clients address deferred maintenance, reduce greenhouse gas emissions,
support sustainability objectives and improve the performance of thermal energy systems in buildings.
For the purpose of this Code of Conduct, FAES is classified as an ARB.

FortisBC Huntingdon Inc. (FBCH) — FBCH is a wholly owned subsidiary of FortisBC Holdings Inc.
The Corporations owns two interconnecting pipelines near Abbotsford, British Columbia which are
used in the transmission of natural gas to and from the United states. The Corporation is requlated by
the National Energy Board, an independent regulatory authority. For the purpose of this Code of
Conduct, FBCH is classified as an AU.

FortisBC Inc. (FBC) — FBC is a wholly owned subsidiary of FortisBC Pacific Holdings Inc, which is
an indirect wholly owned subsidiary of Fortis Inc., a Canadian public company. FortisBC Inc. is an
integrated requlated electric utility operating in the southern interior of British Columbia, serving
approximately 167,600 customers directly and indirectly. For the purpose of this Code of Conduct,
FBC is classified as an AU.

FortisBC Holdings Inc. (FHI) — FHI, a Canadian corporate headquartered in Vancouver, British
Columbia, is the parent company of FEI, FAES, FortisBC Midstream Inc and FBCH. A wholly-
owned subsidiary of Fortis Inc., FortisBC Holdings Inc., is a holding company. Its subsidiaries are the
operating companies. For the purpose of this Code of Conduct, FHI is classified as an ANRB.

FortisBC Midstream Inc. (FMI) — FMI is a holding company and the parent company of ACGS. For
the purpose of this Code of Conduct, FHI is classified as an ANRB.

FortisBC Pacific Holdings Inc. (FPHI) — FPHI is a holding company and the parent company of FBC.
For the purpose of this Code of Conduct, FHI is classified as an ANRB.

Fortis Inc. (FI) — FI is a holding company and the parent company of FHI and FPHI. Fl is a
diversified, international holding corporation having investments in distribution, transmission and
generation assets and utilities. For the purpose of this Code of Conduct, FHI is classified as an
ANRB.
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Comment [A21]: This Appendix added to
provide clarity on which entities are considered
Affiliates of FortisBC Energy Inc. and how each
Affiliate is classified (AU, ARB, ANRB).




List of [FortisBC Energy] personnel directly responsible for natural gas portfolio planning and
mitigation activities and related contract negotiations not to be shared with Aitken Creek Gas
Storage UL.C and FortisBC Midstream Inc.

e Director, Energy Supply and Gas Control
Midstream Services Manager

e Midstream Operations Manager
Energy Supply Planning Coordinator

e Senior Manager, Price Risk and Resource Planning
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FortisBC Energy Inc.

TRANSFER PRICING POLICY

For Provision of Ut|||ty Resources and Servnces to Aiﬁha%ed—Regulated—Busmesse&@pera%mgL
, NNM)Affiliates

Proposed June 30, 2016

SCOPE

FhispoheyThis Transfer Pricing Policy for Provision of Utility Resources and Services to Affiliates
(Transfer Pricing Policy or Policy) addresses the pricing of resources and services provided by [FortisBC

Energy Inc. (FortlsBC Energy)] to Aﬁ#mted—Re%Lated—B«messes—@pe#aﬂag—m—a—Nen-Na&wal
y vicesits Affiliates.

The Transfer Pricing mechanism should provide a fair and transparent mechanism to [FortisBC
Energy]’s customers, and after having considered the interests of [FortisBC Energy]’s customers, may
consider the potential interests of the customers of an |Affiliate|,

Costs to be allocated from [FortisBC Energy] to an Affiliate are on the basis of the higher of market price
or fully allocated cost as set out in the [FortisBC Energy] Transfer Pricing Policy. [FortisBC Energy] is

to seek advance approval from the Commission prior to charging a price that is other than as putlined.

Where there is an agreement between [FortisBC Energy] and its Affiliate with respect to the sharing or
provision of services, resources, or personnel that has been reviewed by the Commission, the terms of
that agreement will govern.

Allocation of costs to an Affiliate will reflect appropriate compensation for any benefit derived by-a-new
ARBNNM-as a result of its affiliation with its—parent[FortisBC Energy] or other businesses. This will
include compensation for additional cost or risk related to the addition of incremental debt to the-parent
wtihity[FortisBC Energy] for the new products or services. [FortisBC Energy] will ensure that it receives
appropriate compensation for the resources and services provided, in order to protect its
ratepayerscustomers from subsidizing the activities of ARBNNMs;Affiliates as required by the Code of
Conduct for ARBNNMsAffiliates and this Transfer Pricing Policy.

[FortisBC Energy] will maintain separate financial records and appropriate documentation as well as
implement appropriate safeguards including sufficient separation of business operations i—erder
tebetween [FortisBC Energy] and its Affiliates, in order to prevent cross-subsidization and ensure a level
of transparency that enables an appropriate allocation of costs between [FortisBC Energy] and
ARBNNMs.its [Affiliates.

n ina-Po ARBNNM

top-with-theThe [FortisBC Energy]
Code of Conduct for Prowsmn of Utility Resources and Serwces to Affiliated-Regulated-Businesses
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Comment [A1]:
To streamline the CoC/TPP documents, this
paragraph moved from the FEI CoC Principles.

Comment [A2]: To streamline the CoC/TPP
documents, this paragraph moved to here from the
FEI CoC Principles.

The second sentence starting with “Where there is
an agreement.......” is similar to that included in the
FEI CoC under Scope.

{

Comment [A3]: This paragraph is similar to that
in the FEI CoC Scope (fourth paragraph)




Operating-in-a-Non-Natural-Moneopohy-EnvironmentAffiliates (Code of Conduct) dated Aprit28-2015-
[insert date following approval] will be used in conjunction with this Transfer Pricing Policy.

This Policy dees—noetreplacereplaces the existing Transfer Pricing PelieyPolicies between [FortisBC
Energy] and Nen-Regulated-businesses{(NRBs})-its Affiliates.
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DEFINITIONS

Comment [A4]: Definitions updated to address

Affiliate

Affiliated Natural
Monopoly Utility (AU)

Affiliated Regulated
Business Operating in a
Non-Natural Monopoly
Environment (ARB)

Hresis2 C ERere s ne
Affiliated Non-Requlated

Business (ANRB)

Commercial Information

All Inclusive aspects of TPP. For terms the same as
in the FEI CoC, the definitions here are the same.

Includes an Affiliated Natural Monopoly Utility, an Affiliated
Regulated Business Operating in a Non-Natural Monopoly
Environment, and an Affiliated Non-Requlated Business, and refers to
the entities listed in Appendix A to the Code of Conduct.

A separate legal entity that is an affiliate of FortisBC Energy
requlated by the Commission or the National Energy Board offering
regulated products and services in a natural monopoly environment.

A separate legal entity that is an affiliate of FortisBC Energy
regulated by the Commission or the National Energy Board offering
requlated products and services in a non-natural monopoly
environment.

May-be-abbreviated-asfollows:—fA separate legal entity that is an
affiliate of FortisBC Energy}; not regulated by the Ytiity;,Commission
or the Gompany;National Energy Board or a division of FortisBC
Energy offering products and may-alse-inchude-employees-of services
unregulated by the Cempany-Commission.

Information related to FortisBC Energy’s commercial or trading

Commission

Customer Information

-

Development

Fair Market VValue

FortisBC Energy Inc.

activities such as natural gas supply portfolio planning, mitigation
activities and related contract negotiations, or information that will
inhibit a competitive energy services market from functioning.

British Columbia Utilities Commission.

Information relating to a specific customer or potential customer of
FortisBC Energy, which FortisBC Energy has obtained or compiled
in the process of providing current or prospective public utility
services and which is not otherwise available to the public.

The translation of research findings or other knowledge into a plan or
design for new or substantially improved materials, devices, products,
processes, systems or services prior to the commencement of commercial
production or use.

The price reached in an open and unrestricted market between informed
and prudent parties, acting at arms length and under no compulsion to
act.

May be abbreviated as follows: [FortisBC Energy] or the Company,
and may also include employees of the Company.
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‘ Fully Allocated Cost

Guidelines

The sum of the direct costs and overhead costs required to provide the
product or service.

Principles and Guidelines from the Retail Markets Downstream of the
Utility Meter Guidelines published by the British Columbia Utilities
Commission in April, 1997 and the Commission’s Report in the Inquiry
into the Offering of Products and Services in Alternative Energy
Solutions and Other New Initiatives published in December 27, 2012.
This definition does not negate the applicability of other relevant orders
or directions such as Commission directions in proceedings regarding
affiliates or Special Directions issued by the Province of British
Columbia to the Commission on matters related to specific FortisBC
Energy business activities.

Research

RMDM

Transfer Price or Transfer
Pricing-te-Affiliated-
Regulated-Business-

S
Operating & fon-Natural
’Ie. opely & ""IQ“ ent

PoLIcYy

Planned investigation undertaken for the purpose and expectation of
gaining new scientific or technical knowledge and understanding. Such
investigation may or may not be directed towards a specific practical
aim or commercial application.

Acronym for “Retail Markets Downstream of the Utility Meter”, which
may include any utility or energy related activity at or downstream of the
utility meter.

The price established for the provision of UtiityFortisBC Energy
resources and services to an ARBNNMA(ffiliate. Transfer pricing for

any Utility resource or service will be determined by applying the
appropriate [FortisBC Energy] Transfer Pricing Policy as agreed-
upon-by-[FortisBC Energyl-and-the ARBNNM-and-approved by the

Commission.

Provision of services from [FortisBC Energy] to ARBNNMsan Affiliate must be in accordance
with the Commission approved Code of Conduct and Transfer Pricing Policy-for ARBNNMs--

or as specifiedapproved by the
raintained-and-disclosedfrom time to the-Commission-where-required-by-the Commission-time|

Comm

ission
. . B Comment [A5]: To streamline the CoC/TPP
,,,,,, documents, this paragraph moved to the “Scope”

section of the CoC.
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Transfer Prices charged to ARBNNMsAffiliates by [FortisBC Energy] are intended to ensure
that [FortisBC Energy] ratepayerscustomers are not adversely affected and-by the pricing for
services performed for Affiliates, and will be established using the following pricing rules.
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1. Pricing Rules

If an applicable [FortisBC Energy] tariff rate exists, the Transfer Price to an Affiliate
will be set according to the tariff.

Where no tariff rate exists, the Transfer Price will be set on the basis of the higher of
market price or the fully allocated cost.

Where there is no market price or a market price is not readily discernable, the Transfer
Price will be set on the basis of fully allocated cost.

In situations where it can be shown that an alternative Transfer Price will provide
greater benefits to the [FortisBC Energy] ratepayercustomers, [FortisBC Energy] must
apply to the Commission for a variance from the pricing rules i, ii, or iii.

2——If there is an agreement between [FortisBC Energy] and an Affiliate that has

been reviewed by the Commission, that agreement applies|

2. Determining Costs

Fully Allocated [Costs

For the purposes of this pelieys-Policy where fully allocated costs fer-the—reseurees—or

ervices-beingprovided-by[FortisBC-Energy}-to-a BNNM-will-b atare applied
the fully allocated eest-costs will be set as described below. The definitiondetermination
of fullcestsfully allocated cost will depend on the type of service or resource being
provided.

haing ovided-h n A RBNNMNM 1A ha ca

For the most part, the types of resources and services that can be provided to
ARBNNMsan Affiliate by [FortisBC Energy] are human resources (labour) and
associated equipment and facilities. The example in Appendix A summarizes how
fulfully allocated costs are determined for the different types of services described
below in Section 2.1. Fully allocated costs include all the line items listed including
overhead consisting of general overhead, supervision, availability charge and facilities

charge.

The determination of fulifully allocated costs, specifically the cost loadings, is based on
services to be provided in accordance with the [FortisBC Energy] appreved-Code of
Conduct with-respeet-to-ARBNNM-dated-June-19.2034-[insert date following approval].
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Comment [A6]: Refer to section 4.2.6 of the
Application for discussion.
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Comment [A7]: Additional wording to provide
clarity on the definition of the existing term “fully
allocated costs”




W%HLH%GM Comment [A8]: Deleted these two paragraphs

as the points are addressed in the FEI TPP.

2.1 Type of Service

There are three types of services: Specific Committed Service, As Required Service and
Designated Subsidiary/Affiliate Service. It is important that the type of service is determined
and specified before the commencement of any service. This specification is to ensure that the
correct cost loadings are applied to any Transfer Price.

i. Specific Committed Service

Specific Committed Service is work that is contracted for and billed regardless of
whether or not work is actually performed. Typically, this work is on-going or on a
continuing basis (such as regulateryFinance) in support of ARBNNMan Affiliate’s

activities. The Affiliate receiving erganization-(i-e—the ARBNNM)jservices is, in effect,

requiring that the-previding-erganization’s-department-(-e—[FortisBC Energy})] maintain
sufficient staffing levels throughout the year in order to provide this service. The

receiving-organizationAffiliate must pay for the Specific Committed Service even if the
service provided is less than originally contracted.

It is important that the description, scope and quality of the service to be provided be
defined and agreed upon by both [FortisBC Energy] and the ARBNNMAffiliate before
the commencement of such a service, including an indication whether the service is
performed at the employee’s normal place of work (“on-site”) or at the
ARBNNM sAffiliate (“off-site”). A request for Specific Committed Service may be
raised or terminated at any time throughout the year by the ARBNNMATffiliate.
Termination of a Specific Committed Service as a result of an activity change is subject
to a sixty (60) day notice period.

At the end of the fiscal year, Specific Committed Services which were not provided
(unless the-Utiity[FortisBC Energy] was unable to meet its commitments) will be offset
against services used in excess of those committed. Any excess service on a total pooled
basis will be billed, but any deficiency will not be refunded. If there is a shortfall in the
level or quality of service provided by [FortisBC Energy] a reasonable refund by
[FortisBC Energy] or termination of service by the ARBNNMATffiliate may be made. In
the normal course of business, the time estimates for Specific Committed
ServieeServices are reviewed and agreed upon by both [FortisBC Energy] and the
ARBNNMATffiliate annually.

To determine the fulfully allocated cost of a Specific Committed Service, the following
loadings are applied to direct labour costs: concessions loading, benefits loading and
general overhead loading. Also facility and/or equipment charges are applied if

Page 7



applicable. Appendix A, Column 1 shows an example of determining full cost for
Specific Committed Service, performed both “on-site” and “off-site”.

As Required Service

As Required Service is work that is not specifically committed to by the receiving
organization—The-providing-organizationAffiliate. [FortisBC Energy] charges the cost
of the actual time incurred to perform the work to the receiving-erganizationAffiliate
requesting the service. Typically, this is work that is not budgeted in advance.

As Required Service must be specified to be either for an extended term (greater or equal
to three months) or short term (less than three months) period prior to the
commencement of the work. In addition, it must be identified whether the individual
providing the services will work at his or her normal place of work (“on-site”) or at the
ARBNNM=sAffiliate site (“off-site™).

To determine the fulfully allocated cost of As Required Service, the following loadings
are applied to direct labour costs: concessions loading, benefits loading, general
overhead loading, supervision loading and an availability charge loading. Also facility
and/or equipment charges are made if applicable. Appendix A, Column 2 shows an
example of determining-futthow to determine the fully allocated cost for an As Required
Service.

In certain situations, [FortisBC Energy] will need to retain the immediate right to recall
the employee being contracted to the ARBNNMA(ffiliate for an As Required Service. In
these situations, the availability charge will be waived. Prior notification to the
Commission is required to waive the availability charge for As Required Service.

Designated Subsidiary/Affiliate Service

A Designated Subsidiary/Affiliate is a related company that is designated by [FortisBC
Energy] and approved by the Commission to receive reduced loadings in the Transfer
Price. The designation relatesis due to the additional benefits that the related company
provides to [FortisBC Energy]’s customers, employees or to the economic development
of the Province of British Columbia.

A Designated Subsidiary/Affiliate receives services on the same basis as the As Required
Service described above. To determine the fulfully allocated cost efcharged to the
Designated Subsidiary/Affiliate Service, the following loadings are applied to direct
labour costs: concessions loading, benefits loading and a general overhead loading.
Appendix A, Column 3 shows an example of determining fulfully allocated cost for
Designated Subsidiary/Affiliate Service.

The Commission may approve a subsidiary or affiliateAffiliate with this—statussuch
designation but exclude specific activities or projects of that subsidiary or Affiliate (e.g.
projects taking place in certain geographic locations). Similarly, certain work to be
performed for an ARBNNMAffiliate relating to a specific service, project or product
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may be designated by [FortisBC Energy] and approved by the Commission to receive
reduced loadings.
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3. Cost_Relating to the Transfer of Activities from the—Utility[FortisBC Energy] to an
ARBNNMAffiliate

3.1 Transfer Costs

Activities initially undertaken within the-regulated-Utitity[FortisBC Energy] may, from

time to time, be transferred to an ARBNNMATffiliate with Commission approval. Costs
associated with transferring an activity to an ARBNNMAffiliate, and the start-up of
ARBNNMA(ffiliate activities, shall be borne by the ARBNNMAffiliate. To the extent
that these activities involve Utiity[FortisBC Energy] resources during the transfer, the
ARBNNMATffiliate shall reimburse the-UtHity[FortisBC Energy]y using the appropriate
pricing rules as defined in Section 1 in this Transfer Pricing Policy. Costs relating to the
termination of an activity within the-Utitity[FortisBC Energy] shall be borne by the
Utility-[FortisBC Energy].

3.2 Research Costs

As research is regarded as a continuing activity required to maintain the
Btility?s[FortisBC Energy]’s business and its effectiveness, such expenses shall be borne
by the-Utility-[FortisBC Energy]. However, where it is evident that certain research
activities are clearly directed towards specific pursuits related to an ARBNNM,—the
UtilityAffiliate, [FortisBC Energy] will ensure it is compensated by the
ARBNMNMATffiliate according to the pricing rules defined in Section 1 of this Transfer
Pricing Policy, net of any quantifiable benefits received by the—Utility-[FortisBC

Energy|

3.3 Development Costs

Development costs for new products and services transferred to an ARBNNMA(ffiliate
will be tracked and charged to the ARBNNMATfiliate according to the pricing rules
defined in Section 1 of this Transfer Pricing Policy, net of any quantifiable benefits

received by the-UtilityFortisBC Energy.

4, Cost Collection Procedures

4.1 Internal Orders

[FortisBC Energy] will be responsible for setting up the appropriate internal orders_for tracking
time, documenting the internal order numbers and ensuring that the appropriate individuals
charge time to them. The providing organization’s accounting group (typically [FortisBC
Energy]’s Financial Accounting Group) will be responsible for maintaining the internal orders
and collecting the appropriate charges.

4.2 Time Sheets

The individuals performing the service must report all time spent on that service by coding their

time to the appropriate internal order numbers. This is to occur whetherthe-type-of service-is
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Specific—Committed—AsReguired-orDesighated-Subsidiary/for all Affiliates. The receiving
Affiliate Service—TFhe-ARBNNM-may-alse review the validity of these charges.

4.3 Invoicing

The ARBNNMATffiliate will be invoiced for the contracted amount in respect of Specific
Committed Service and for the appropriate time based on the actual payroll level in respect of As
Required Service or Designated/Affiliate Service (subject to confidentiality of salary
information) with the applicable loadings applied. The invoice will include the number of hours
and corresponding activities.

The methodology for determining a salary level is on the basis of the average of the respective
pay grades or job groups for the employees involved.

44 Compliance

The Director of Finance is responsible for the oversight of safeguards related to the Transfer
Pricing Policy, including the ongoing design and operating effectiveness of the timekeeping
process and other related controls and safeguards, and the maintenance of adequate records and
documentation.

Review of Transfer Pricing Policy

The Transfer Pricing Policy will be reviewed on an annual basis by [FortisBC Energy] as part of
the Code of Conduct compliance review. However, [FortisBC Energy] may make_an application
to the Commission for approval of changes to the policy including the pricing rules and the
formula for determining fuHfully allocated costs as and when required.
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[FortisBC Energy] Transfer Pricing Policy for A

EnvironmentAffiliates

| Appendix “AZ lllustrative Example of Determining FuHFEully Allocated Cost * for the Three Types of Service
(For an employee at an annual salary of $85,000 and 59% benefits loading)
(Different charge-out rates are used for different positions)
| Column 1 2 3
Specific Committed Service As Required Service Designated

Subsidiary / Affiliate

BASE PAY PER DAY
PLUS CONCESSIONS and BENEFITS (90%)

LOADED LABOUR PER DAY

GENERAL OVERHEAD
SUPERVISION

AVAILABILITY CHARGE
FACILITIES CHARGE (If Applicable)

EQUIPMENT CHARGE (If Applicable)

TOh’AL FULLFULLY ALLOCATED COSTS PER
DAY

Cost Ratio to Base Pay per day

Cost Ratio to Loaded Labour per day

Off-Site On-Site On-Site Off-Site Off Site
Full-time Full-time Short Term Short Term Extended
$327.00 $327.00 $327.00 $327.00 $327.00 $327.00
$295.00 $295.00 $295.00 $295.00 $295.00 $295.00
$622.00 $622.00 $622.00 $622.00 $622.00 $622.00
5% 10% 10% 10% 5% 5%
N/A Direct 20% N/A N/A Direct
Charge Charge
N/A N/A 20% 20% 20% N/A
N/A $100.00 $100.00 $100.00 N/A N/A
Direct Direct Direct Direct Direct N/A
Charge Charge Charge Charge Charge
$653.00 $784.00 $1,033.00 $909.00 $778.00 $653.00
2.00 2.40 3.16 2.78 2.38 2.00
1.05 1.26 1.66 1.46 1.25 1.05

* Difrect costs would exclude costs such as general overhead, supervision, availability charge and facilities charge.
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Appendix B-1

WORKSHOP PRESENTATION SLIDES



FEI Code of Conduct and Transfer Pricing
Workshop

“All Inclusive Code of Conduct”

May 26, 2016 FORTIS BC



Agenda

9:00 -9:10 am
9:10-9:20 am
9:20-9:30 am
9:30-10:20 am
10:20 - 10:30 am
10:30-11:45 am

11:45 am —12:00 pm

Workshop Objectives and Agenda Overview

Background and BCUC Direction Summary

FEI Resource Sharing with Affiliates

Format and Key issues of All-Inclusive Code of Conduct
Break

Review DRAFT FEI All Inclusive Code of Conduct and
Transfer Pricing Policy

Summary and Next Steps

Proprietary and Confidential



Workshop Objectives

» FortisBC to provide an overview of DRAFT FEI All
Inclusive Code of Conduct (CoC) and Transfer Pricing
Policy (TPP)

e Format

» Key Issues

« Stakeholders to provide comment and feedback on the
DRAFT FEI All Inclusive CoC and TPP

Proprietary and Confidential



Background and BCUC Direction

Order G-31-15 February 27, 2015

“FEIl is to file for approval of a draft all-inclusive Code of Conduct and Transfer Pricing Policy
within one year of final approval of the Code of Conduct and Transfer Pricing Policy for
Affiliated Regulated Businesses Operating in a Non-Natural Monopoly Environment that
covers the interactions between FEI and its affiliated regulated natural monopoly utilities, FEI
and its affiliated non-regulated businesses, and FEI and its affiliated regulated businesses
operating in a non-natural monopoly environment.”

FEI COC and TPP for ARBNNM Decision February 27, 2015, p 51

‘e This all-inclusive draft COC and TPP should be modeled on the approved COC and
TPP for ARBNNMs. The panel notes that the scope section of the draft COC for ARBNNMs
states that it is intended to be consistent with the principles of the RMDM Guidelines, the
AES Inquiry Report, and Commission decisions related to specific ARBNNMs (the
“Guidelines” as defined in the draft COC).”

“The Panel expects that the all-inclusive COC and TPP will also be consistent with the
RMDM and AES Guidelines, but acknowledges that some higher level principles will readily
apply to a variety of affiliated transactions where more specific principles may only be
applicable to one or two types of affiliate transactions. When FEI files the draft all-inclusive
COC, it is directed to clearly identify the rationale for any variances from the approved COC
and TPP for ARBNNMSs or from the Guidelines.”

Proprietary and Confidential



Background and BCUC Direction

Order G-65-15 April 28, 2015

 “FEIl is to file for approval, no later than April 27, 2016, a draft all-inclusive Code of
Conduct and Transfer Pricing Policy that covers the interactions between FEI and its
affiliated natural monopoly utilities, FEI and its affiliated non-regulated businesses, and
FEI and its affiliated regulated businesses operating in a non-natural monopoly
environment.”

Letter L-19-15 April 28, 2015

o Ll The Commission expects that preparation for the next application will have benefited
from the efforts invested by all parties in this newly approved COC and TPP for
ARBNNMs and therefore will involve only an abridged collaborative process such as a
FEI-led workshop to consult all stakeholders on the format and key issues of the new
document in advance of FEI filing its application.”

Order G-52-16 April 18, 2016
ot the British Columbia Utilities Commission approves FortisBC Energy Inc.s (FEI)

request to vary Directive 2 of Order G-65-15, extending the timeline of FEI's all-inclusive
Code of Conduct and Transfer Pricing Policy filing from April 27, 2016 to June 30, 2016.”

Proprietary and Confidential



FortisBC Energy Inc. Resource Sharing

FortisBC Holdings Inc.

f (FHI)

FortisBC Pacific

Holdings Inc. (NRE]
[NRB]

_ FortisBC Midstream Inc FortisBC Alternative
Fort(légg)lnc. (FMI) — [NRB] Energy Services Inc. FortisBC Huntingdon Inc.
(ARNM] Aitken Creek Gas Storage (FAES) (ARNM)
(ACGS) - [ARBNNM] [ARBNNM]

* Other affiliate is Fortis Inc.

* Regulated Monopolies (ARNM), Affiliated Regulated Businesses Operating in a Non-Natural Monopoly Environment (ARBNNM), Non-Regulated Businesses (NRB)



FEI Format Consistent with Other Jurisdictions

« Alberta achieves its All Inclusive Code of Conduct by:
» Defining different entities; Utility, Affiliate and Non-Ultility Affiliate

 In specific sections, refer to application of section to Utility and Non-
Utility Affiliate situations

» For example,

o Separate Operations: The business and affairs of a Utility should be
managed and conducted separately from the business and affairs of its

e Ontario does it in a similar fashion

« Defining different entities; Affiliate and Utility however no reference to
Non-Utility Affiliate

Proprietary and Confidential



DRAFT FEI All Inclusive Code of Conduct
and Transfer Pricing Policy

Key sections of the DRAFT FEI All Inclusive CoC and TPP for
discussion

 Resources shared
* Information shared

* Transfer Pricing

Proprietary and Confidential



FEI Approach to Developing the All-Inclusive
COC and TPP

- .

Increasing level of competition

ARNM ARBNNM NRB

e —

Greater flexibility in COC/TPP language

Proprietary and Confidential



Shared Services and Personnel — section 2 of coc

ARBNNM NRB ARNM (FBC)
FEI to share services and non-executive personnel in | Same wording as ARBNNM | Same wording as
circumstances where: ARBNNM

1. The services can be identified and tracked
effectively and there are other appropriate
safeguards in place;

2. There is limited potential for disclosure of
confidential information; and

3. There are benefits to [FortisBC Energy]
customers and in the situation of [FortisBC Inc],
where there are benefits to [FortisBC Inc]
customers.

[FortisBC Energy] will not share business Same wording as ARBNNM
development personnel with an ARBNNM in
situations where the ARBNNM is carrying out
business development activities to acquire
customers seeking energy solutions available in a
competitive marketplace and where FEl is providing
similar energy solutions.

Directors and officers with dual management roles Same wording as ARBNNM
in FEl and an ARBNNM are required to execute a
non-disclosure agreement.

Proprietary and Confidential 10



Shared Services and Personnel — section 2 of coc

ARBNNM

NRB

ARNM (FBC)

NEW addition

FEI will not share personnel directly
responsible for natural gas
portfolio planning and mitigation
and related contract negotiation
activities specifically with Aitken
Creek Gas Storage and FortisBC
Midstream Inc. Specifically, the
personnel for the following
positions are not to be shared:

e Director, Energy Supply and
Gas Control

* Midstream Services Manager

* Midstream Operations
Manager

e Energy Supply Planning
Coordinator

e Senior Manager, Price Risk and
Resource Planning

NEW addition language applies to

NRB also

Proprietary and Confidential
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Sharing of Customer Information

For All Affiliates — Section 3 of COC

New addition
[FortisBC Energy] will not provide Commercial Information to an ARBNNM or a NRB unless the information is
publicly available.

New addition to Definitions

Commercial information defined as “Information related to the Utility’s natural gas trading activities such as
its natural gas storage pricing and contracts, or information that will inhibit a competitive energy services
market from functioning, as determined by the circumstances.”

Revised

Customer Information, where appropriate, must be treated as required by the Personal Information
Protection Act (PIPA), and should only be released with the written consent of the customer. Aggregated
Customer Information or specific Customer Information should be made available to all parties, including
competitors, on an equal basis, upon request, provided necessary consent is obtained. The control of
Customer information should not provide a competitive advantage.

New addition to Definitions

Customer information defined as “Information relating to a specific customer or potential customer of the
Utility, which information the Utility has obtained or compiled in the process of providing current or
prospective Utility Services and which is not otherwise available to the public.”

Proprietary and Confidential
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Transfer Pricing Policy — Pricing Rules (section 10 7ep)

ARBNNM

NRB

ARNM (FBC)

Where no tariff rate or agreement
exists, the Transfer Price to an
ARBNNM will be set on the basis of
the higher of market price or the fully
allocated cost. (iii)

Where is no market price or a market
price Is not readily discernable, the
Transfer Price to an ARBNNM will be

set on the basis of fully allocated cost.

(iv)

In situations where it can be shown
that an alternative Transfer Price will
provide greater benefits to the FEI
ratepayer, FEI must apply to the
Commission for variance from the
pricing rules iii and iv above.

NEW addition

If there is an agreement between FEI
and an Affiliate approved by the
Commission, that agreement applies.

Same wording as ARBNNM

Where no tariff rates or
agreements exist, the Transfer
Price applicable to a transaction
between FEl and an ARNM will be
set on the basis of the minimum of
the incremental costs.

Proprietary and Confidential

13



Comparison of Other Issues / Sections

Issues

ARBNNM

NRB

ARNM (FBC)

Preferential Treatment
and Direction
(Section 4 of COC)

(Section 5 of COC)

FEI will not state or imply that
favoured treatment will be available
to customers of FEI as a result of
using any service of an ARBNNM.

.... FEl will not preferentially direct
its customers to an ARBNNM.

Same wording as for
ARBNNM.

Same wording as for
ARBNNM.

Non applicable (i.e. no
competitors)

Financing and Other
Risks
Section 8 of COC)

FEI will not normally provide
financing or any form of financial
assistance including co-signing of
loans to an Affiliate. No FEI
financing or other financial
assistance, including cross-
guarantees, can occur under any
circumstances without advance
Commission approval.

Same wording as for
ARBNNM.

Non applicable (i.e.
each regulated utility
— natural monopoly
would have its own
financing).

Use of Utility Name
(Section 9 of COC)

The use of the FortisBC name by an
ARBNNM is an acceptable business
practice. FEI will exercise care in
distinguishing between services
provided by FEI and services offered
by the ARBNNM. The name
FortisBC is owned by Fortis Inc.

Same wording as for
ARBNNM.

Non applicable

Proprietary and Confidential
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Summary and Next Steps

* Recap of today’s discussion
 Format

» Key Issues

* Next steps

e June 30, 2016 filing date for DRAFT FEI All Inclusive COC and
TPP

Proprietary and Confidential 15



Appendix B-2

MINUTES FROM WORKSHOP



FORTISBC ENERGY INC. ALL-INCLUSIVE CODE OF CONDUCT & TRANSFER PRICING PoLICY

FORTIS BC

Final Version (June 28) Workshop Minutes — Details

Meeting: Stakeholder Workshop

Date: May 26, 2016

Time: 9amto 12pm

Location: BCUC Hearing Room, 12t Floor, 1125 Howe Street, Vancouver
Facilitator: James Wong, FEI

Participants:

Andrews, Bill (BCSEA)
Braithwaite, Tannis (BCOAPOQ)
Cheng, Eileen (BCUC)

Craig, David (CEC)

Feeney, Kate (BCOAPO)
Quail, Jim (MoveUp)

Rhodes, Janet (CEC)

Walsh, Sarah (BCUC)

Worth, Leigha (MoveUP)
10. Lee, Cindy, (MoveUp)

W ooNOU R WN R

FEI 1. Bevacqua, llva
Attendees: 2. Hill, Song

3. Roy, Diane

4. Wong, James
Material Presentation materials.
Provided
Agenda: Agenda

e Background and BCUC Direction Summary

e FEl Resource Sharing with Affiliates

e Format and Key issues of All-Inclusive Code of Conduct

e Review DRAFT FEI All Inclusive Code of Conduct and Transfer Pricing Policy
e Summary and Next Steps

FEI mentioned at the start of the meeting that only summary notes were to be taken of the workshop

discussion and that FEI would not attribute comments to specific stakeholders in its notes.

Subsequent to the workhshop, some participants, after the circulation of the DRAFT Summary notes

requested that FEI provide more detailed notes of the workshop discussion.

To be responsive, FEI

provides further details for each of the summary points following (i.e. points 1 to 7) including references

to the party or parties that provided the comments and/or suggestions.
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FORTISBC ENERGY INC. ALL-INCLUSIVE CODE OF CONDUCT & TRANSFER PRICING PoLICY

Final Version (June 28) Workshop Minutes — Details FORTIS BC

Following are the comments and suggestions provided by stakeholders during the workshop.

1. The issue of sharing of MoveUp staff between FEI's and FBC’s contact centres services was raised

noting concerns about appropriate oversight over the sharing arrangements and agreements and

proper tracking of the shared resources and cost allocation between FEIl and FBC. It was suggested

the sharing of MoveUp contact centre staff may be inconsistent with the BCUC’s decision on FEI's
Customer Care CPCN Application and with Order G-31-15 which reads “The Panel finds that sharing
of services and non-executive personnel between FEI and ARBNNM should be limited to the

circumstances where...The nature and extent of services can be identified and tracked effectively...”

e MoveUP (J. Quail) noted a significant concern from MoveUp’s perspective is the defacto

merger of call-centre services at the operational level of electric and gas utility operations,

which was established by Terasen in the Customer Care CPCN, by dealing with calls by the

same workforce.

e FEl replied that union labour issues as suggested by MoveUp are being dealt with through

the grievance-arbitration process.

e MoveUp (L. Worth) raised a concern about how the utilities were recovering their costs for

resources shared and that cost allocation based on a unit basis is inappropriate and that a

time based approach is more appropriate.

e MoveUp (J. Quail) suggested that FEI should not be allowed to share services with FBC if the

utilities cannot accurately track and properly account for the services.

e FEl and Commission staff both commented that FEI has used such shared services

agreements in the past; FEI with FEVI/FEW shared service agreements were provided as

examples and that the current sharing of contact centre staff had been reviewed by the

Commission in the last annual reviews. FEI went on to clarify that FEI does have
and agreements in place to govern existing shared services arrangements.

a process

e BCOAPO (T. Braithwaite) asked the question whether under the approved PBR Plan there is
any benefit to the utilities collectively in misattributing costs to one utility or the other. Is it

better for Fortis Inc. to misallocate costs from FEI to FBC?

e MoveUP (J. Quail) stated that by reorganizing the call centres, there is a benefit to the gas

and electric utilities as there is asymmetry in the accounting of the benefits.

e FEl stated that it does not make any difference to the shareholder which utility is sharing the

benefits as both have similar sharing arrangements that were approved as part of the PBR

Plans.
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2. There should be some discussion of the existing RMDM and NRB guidelines and which parts are
relevant to the current application and descriptions or disclosures of all agreements related to
shared services and shared corporate services to provide context.

e Commission Staff (E. Cheng) suggested to include some discussion of and comparison to
NRB and RMDM Guidelines and also descriptions of agreements related to shared services
and corporate services.

3. Comments and suggestions were provided to enhance the applicability of the information on Slide
#9 — “FEI Approach to Developing the All-Inclusive COC and TPP” of the workshop. While the level of
competition may be a consideration in the COC/TPP rules required, other factors for consideration
are to include the magnitude of the resources being shared, sensitivity and security of information
being shared and the appropriate cost allocations for the resources being shared. Each of the
situations (i.e. regulated natural monopolies, regulated monopolies operating in a non-natural
monopoly environment and non-regulated businesses) requires different language and regulatory
constructs.

e CEC (D. Craig) commented that consideration for competition is not the only issue or driver.
Typically the magnitude of what is to be allocated is a critical issue. Rather than flexibility
being considered as shown on Slide 9 of the workshop material, it should be the content of
the language and tracking, measurement and allocation of revenues and costs that should
be considered. Slide 9 is a too simplistic depiction of the various considerations. Each
affiliate situation requires different types of language and regulatory constructs.

e CEC (D. Craig) suggested it would be good to frame the issues in a conceptual matrix with
different regulatory constructs for each of the issues and situations.

4. Discussion on the specific wording to be used throughout the document, and specifically some of
the wording provided on slides 10 through 12 to make it clearer/remove ambiguity.

e Some exampes of suggestions include:

e BCSESA (B. Andrews) suggested to reword so it is clear we mean for transactions
between FEIl and FBC; it can be neutral to FEI (doesn’t need to provide benefits) as
long as there are benefits for FBC — may need to separate the points so it is clear.

e CEC (D. Craig) suggested that we should be clearer why certain sharing is not allowed
and why different for different entities (FAES vs. and ACGS).

e BCSEA (B. Andrews) suggested to remove the words “where appropriate” after
Customer Information as the words were too ambiguous.

e Commission Staff (E. Cheng) suggested for clarity to provide some discussion in
comparison to NRB and RMDM Guidelines regarding the Shared Services and
Personnel section.
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5. Description somewhere in the application/document of the entities that currently fall under each of
the categories.
e BCSEA (B. Andrews) suggested that FEI list the various affiliates in the All-Inclusive Code of
Conduct itself to provide clarity on what FortisBC entities are subject to the All-Inclusive
Code of Conduct at the time that the document is written. MoveUp concurred with the
suggestion.

6. Comments and suggestions were provided on the formatting of the All-Inclusive Code of Conduct
such as having distinct sections and clauses for each of the situations (i.e. regulated monopolies)
where required in order to provide greater clarity as to the applicability of the COC language and to
provide the descriptions of documents or inclusion of such documents from other jurisdictions such
as Ontario and Alberta.

e BCSEA (B. Andrews) during the discussion about sharing of business development staff
noted that FAES (energy solutions) and Aitken Creek (wholesale natural gas market) are
quite different in terms of business. The suggestion was to have a separate provision that
applies to Aitken Creek.

e MoveUp (J. Quail) recommended that there should be consideration for what other
jurisdictions (i.e. Alberta, Ontario, and Nova Scotia) use to govern the sharing of resources
between entities. It was suggested that other jurisdictions require services agreements to
be approved by the regulator.

7. Comments were raised about the objectives of the All-Inclusive Code of Conduct and understanding
the rationale for an All-Inclusive Code of Conduct. Is one of the objectives of the All-Inclusive Code
of Conduct to put together the different situations and documents into one document and keep the
rules the same as they were before or is it the intention to change the content as required to
recognize the different situations?

e BCSEA (B. Andrews) asked for clarification whether the scope of the All-Inclusive Code of
Conduct was to combine two or more documents into one and also whether it was to
change the content of any sections; whether it is the actual intention to keep the rules to be
the way they were before they got merged.

e FEl replied that the intention was to take the existing NRB and ARBNNM Codes of Conduct
and combine them using the ARBNNM CoC as the foundation for the merging of the two
documents. Further, FEl indicated that changes would be made to accommodate new
circumstances such as the sharing of resources between regulated natural monopolies.

e Commission Staff (E. Cheng) commented that we should have a look back as to what the
Commission Panel wanted regarding the All-Inclusvie Code of Conduct. Was it to combine
the Codes into one? Expressed was the need to understand what the intention was.
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Appendix C-1

FEI CODE OF CONDUCT AND TRANSFER PRICING POLICY
FOR AFFILIATED REGULATED BUSINESSES OPERATING IN
A NON NATURAL MONOPOLY ENVIRONMENT



FortisBC Energy Inc.

CODE OF CONDUCT

For Provision of Utility Resources and Services to Affiliated Regulated Businesses Operating in
a Non-Natural Monopoly Environment (ARBNNM)

June 19, 2014

SCOPE

This Code of Conduct (Code) governs the relationships between [FortisBC Energy Inc.
(FortisBC Energy)] and Affiliated Regulated Businesses operating in a non-natural monopoly
environment (ARBNNMSs) for the provision of [FortisBC Energy] resources, and is intended to be
consistent with the principles of the British Columbia Utilities Commission (Commission)
outlined in the “Retail Markets Downstream of the Utility Meter” (RMDM) Guidelines of April,
1997 and the Commission’s Report on the “Inquiry into the Offering of Products and Services in
Alternative Energy Solutions and Other New Initiatives” published in December 27, 2012,
collectively referred to in this document as (Guidelines) or in Commission decisions in proceedings
related to specific ARBNNMs. If the Code of Conduct is silent on a principle or guideline
established in one of the above documents, acceptance of the Code of Conduct does not imply that
the principle, guideline or Commission direction is voided or invalid.

This Code will govern the use of [FortisBC Energy] resources and services provided to
ARBNNMs including shared services, employment or contracting of [FortisBC Energy] personnel,
and the treatment of customer, utility, or confidential information. The Code will also determine the
nature of the relationship between [FortisBC Energy] and ARBNNMs.

The primary responsibility for administering this Code lies with [FortisBC Energy], although the
Commission has jurisdiction over matters referred to in this Code. The administration of this Code
may have to take into account particular circumstances in respect to a particular resource or
service which is being provided and where these issues are at variance with this Code, [FortisBC
Energy] will be required to seek Commission approval in advance. The Code also provides that the
Commission may review complaints in relation to this Code.

[FortisBC Energy] will maintain separate financial records and appropriate documentation as well as
implement appropriate safeguards, including a sufficient separation of business operations in order to
prevent cross-subsidization and ensure a level of transparency that enables an appropriate allocation of
costs between [FortisBC Energy] and ARBNNMs.

The [FortisBC Energy] Transfer Pricing Policy for ARBNNMs, dated June 19, 2014, will be used in
conjunction with this Code to establish the costs and pricing for [FortisBC Energy] resources and
services provided to ARBNNMs.

This Code governs the relationships between [FortisBC Energy] and its Affiliated Regulated
Businesses operating in a non-natural monopoly environment. This Code does not replace the
existing Code of Conduct governing the relationship between [FortisBC Energy] and Non-
Regulated businesses (NRBS).
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DEFINITIONS

[FortisBC Energy Inc.]

Commission

Guidelines

Affiliated Regulated Business
Operating in a Non-Natural
Monopoly Environment
(ARBNNM)

RMDM

Transfer Pricing to Affiliated
Regulated Business Operating
in a Non-Natural Monopoly
Environment

May be abbreviated as follows: [FortisBC Energy], the Utility, or
the Company, and may also include employees of the Company.

British Columbia Utilities Commission.

Principles and Guidelines from the Retail Markets Downstream of
the Utility Meter Guidelines published by the British Columbia
Utility Commission in April, 1997 and the Commission’s Report in
the Inquiry into the Offering of Products and Services in
Alternative Energy Solutions and Other New Initiatives published
in December 27, 2012. This definition does not negate the
applicability of other relevant orders or directions such as
Commission directions in proceedings regarding affiliates or
Special Directions issued by the Province of British Columbia to
the Commission on matters related to specific FortisBC Energy
business activities.

A separate legal entity that is an affiliate of the Utility regulated
by the Commission offering regulated products and services in
a non-natural monopoly environment.

Acronym for “Retail Markets Downstream of the Utility Meter”,
which may include any utility or energy related activity at or
downstream of the utility meter.

The price established for the provision of Utility resources and
services to an ARBNNM. Transfer pricing for any Utility resource
or service will be determined by applying the appropriate
[FortisBC Energy] Transfer Pricing Policy as agreed upon by
[FortisBC Energy] and the ARBNNM and approved by the
Commission.
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APPLICATION OF COMMISSION PRINCIPLES

DE OF NDUCT PRINCIPLE

The following principles were applied in the development of the Code of Conduct for
activities between [FortisBC Energy] and Affiliated Regulated Businesses Operating in a
Non-Natural Monopoly Environment [ARBNNM].

Vi.

Vil.

viii.

[FortisBC Energy] will protect and consider the interests of its own ratepayers, and
having protected its ratepayers, [FortisBC Energy] may also consider the potential
interests of the ARBNNM ratepayers.

[FortisBC Energy] will not provide to an ARBNNM any information that would
inhibit the energy services market in a non-natural monopoly environment from
functioning.

The control of information should not provide a competitive advantage.

Customer specific information must be treated as required by the Personal
Information Protection Act and, in addition, customer specific information should
only be released with the written consent of the customer. Customer information
(aggregate or customer specific with written consent) should be made available to all
parties (Affiliated Regulated and Unregulated Businesses, and competitors) on an
equal basis, upon request.

[FortisBC Energy] and its employees will not state or imply that favoured treatment
will be available to customers of [FortisBC Energy] as a result of using any service of
an ARBNNM. Additionally, [FortisBC Energy] and its employees will not
preferentially direct customers to an ARBNNM.

[FortisBC Energy] will not normally provide financing, or any form of financial
assistance including co-signing of loans, to the ARBNNM. No [FortisBC Energy]
financing or other financial assistance, including cross-guarantees, can occur under any
circumstances without advance Commission approval.

[FortisBC Energy] will monitor compliance with this Code by also conducting an
annual compliance review. [FortisBC Energy] will regularly advise all of its
employees of their expected conduct pertaining to this Code.

The Transfer Pricing mechanism should provide a fair and transparent mechanism to
[FortisBC Energy]’s ratepayers, and after having considered the interests of [FortisBC
Energy’s] ratepayers, may consider the potential interests of the ARBNNM’s
ratepayers.

Costs are to be allocated from [FortisBC Energy] to the ARBNNM on the basis of
the higher of market price or fully allocated cost as set out in the [FortisBC Energy]
Transfer Pricing Policy. [FortisBC Energy] is to seek advance approval from the
Commission prior to charging a price that is other than “the higher of market price or
fully allocated cost”.
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1. Transfer Pricing for ARBNNMs

[FortisBC Energy] will conform with the Commission approved [FortisBC Energy] Transfer
Pricing Policy for ARBNNMs.

2. Shared Services and Personnel

a) This Code recognizes the potential benefits to the [FortisBC Energy] and
ARBNNM regulated ratepayers in sharing resources.

b) [FortisBC Energy] will only share services and non-executive personnel in
circumstances where:

1. the services can be identified and tracked effectively and there are other
appropriate safeguards in place;

2. there is limited potential for disclosure of confidential information; and

3. there are benefits to [FortisBC Energy] ratepayers.

C) [FortisBC Energy] will not share business development personnel with an
ARBNNM.

d) [FortisBC Energy] and ARBNNM directors and executives with dual roles are
required to execute non-disclosure agreements.

The costs of providing such services will be as agreed upon by both [FortisBC
Energy] and the ARBNNM and be in accordance with the Commission approved
[FortisBC Energy] Transfer Pricing Policy for ARBNNMs.

3. Provision of Information by [FortisBC Eneragy Inc.

Customer information (aggregate or customer specific with written consent) should be made
available to all Parties (Affiliated Regulated and Unregulated Businesses, separate classes of
service, and competitors) on an equal basis, upon request.

[FortisBC Energy] will not provide to an ARBNNM any information that would inhibit the
energy services market in a non-natural monopoly environment from functioning.

Customer specific information must be treated in accordance with the Personal Information
Protection Act. If a customer requests their specific information be provided to a specific
party, only that party may receive the information. If a customer agrees to a general release
of their specific information, that information must be made available to all interested parties
who request it and are willing to pay the price associated with the provision of the
information, without discrimination as to access, timing, cost or content. Customer
information will be provided at a reasonable price reflecting market circumstances and cover
the cost of extracting and providing the information. All parties should pay the same price
for the same or similar information.
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[FortisBC Energy] may disclose to all interested parties that request it and are willing to pay
the appropriate transfer price (see above), customer information that is aggregated or
summarized in such a way that confidential information would not be ascertained by third
parties.

4. Preferential Treatment

[FortisBC Energy] will not state or imply that favoured treatment will be available to
customers of [FortisBC Energy] as a result of using any service of an ARBNNM. In
addition, no Company personnel will condone or acquiesce in any other person
stating or implying that favoured treatment will be available to customers of the
Company as a result of using any product or service of an ARBNNM.

5. Equitable Access to Services

Except as required to meet acceptable quality and performance standards, and except
for some specific assets or services which require special consideration as approved
by the Commission, [FortisBC Energy] will not preferentially direct customers to an
ARBNNM. In discussing energy alternatives with a customer, or a potential
customer, [FortisBC Energy] personnel may not preferentially direct customers to an
ARBNNM. If a customer, or potential customer, requests from [FortisBC Energy]
information about products or services offered by an ARBNNM, [FortisBC Energy]
may provide such information, including a directory of suppliers of the product or
service, but shall not promote any specific supplier in preference to any other
supplier.

6. Equitable Treatment of Demand-Side Management and Incentive Funds

[FortisBC Energy] will adhere to the Commission approved mechanism for approval
and administration of Demand-Side Management or incentive funding.

7. Compliance and Complaints

a) The Director of Finance at [FortisBC Energy] will be responsible for
monitoring compliance at [FortisBC Energy] with this Code. This will
include advising all of its employees of their expected conduct pertaining
to this Code, with quarterly updates for employees who may be directly
involved with ARBNNM activities.

b) [FortisBC Energy] will monitor employee compliance with this Code by also
conducting an annual compliance review, the results of which will be
summarized in a report to be filed with the Commission within 60 days of the
completion of this review.

C) Complaints by third parties about the application of this Code, or any alleged
breach thereof, should be addressed in writing to the Company’s Director of
Finance and the Executive Vice-President, Customer Service and Regulatory
Affairs, who will bring the matter to the immediate attention of the Company’s
senior management and promptly initiate an investigation into the complaint.
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10.

The complainant, along with the Commission, will be notified in writing of the
results of the investigation, including a description of any course of action
which will be or has been taken promptly following the completion of the
investigation. The Company will endeavour to complete this investigation
within 30 days of the receipt of the complaint.

d) Where [FortisBC Energy] determines that the complaint is frivolous and
without merit, the Company may apply to the Commission for reimbursement
of the costs of the investigation from the third party initiating the complaint
or where this is not possible, for inclusion of those costs in rates.

Financing and Other Risks

[FortisBC Energy] will not normally provide financing, or any form of financial
assistance including co-signing of loans, to the ARBNNM. No [FortisBC Energy]
financing or other financial assistance, including cross-guarantees, can occur under
any circumstances without advance Commission approval.

Use of Utility Name

The use of the FortisBC name by an ARBNNM is an acceptable business
practice. [FortisBC Energy] will exercise care in distinguishing between services
provided by [FortisBC Energy] and services offered by the ARBNNM. The name
FortisBC is owned by Fortis Inc.

Amendments

In order to ensure that this Code remains workable and effective, the Company will
review the provisions of this Code on an ongoing basis and as required by the
Commission, but with a maximum of five years between reviews.

Amendments to this Code may be made from time to time as approved by the
Commission, and may result from a normal periodic review, from a request to the
Commission by [FortisBC Energy], an ARBNNM, a customer or other stakeholder,
or a review initiative by the Commission.
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[FortisBC Energy] Transfer Pricing Policy for Affiliated Regulated Businesses Operating in a
Non-Natural Monopoly Environment

FortisBC Energy Inc.

TRANSFER PRICING POLICY

For Provision of Utility Resources and Services to Affiliated Regulated Businesses Operating
in a Non-Natural Monopoly Environment (ARBNNM)

June 19, 2014

SCOPE

This policy addresses the pricing of resources and services provided by [FortisBC Energy Inc. (FortisBC
Energy)] to Affiliated Regulated Businesses Operating in a Non-Natural Monopoly Environment
(ARBNNMs) providing regulated products and services.

Allocation of costs will reflect appropriate compensation for any benefit derived by a new ARBNNM as
a result of its affiliation with its parent or other businesses. This will include compensation for additional
cost or risk related to the addition of incremental debt to the parent utility for the new products or
services. [FortisBC Energy] will ensure that it receives appropriate compensation for the resources and
services provided, in order to protect its ratepayers from subsidizing the activities of ARBNNMs, as
required by the Code of Conduct for ARBNNMs and this Transfer Pricing Policy.

[FortisBC Energy] will maintain separate financial records and appropriate documentation as well as
implement appropriate safeguards including sufficient separation of business operations in order to
ensure a level of transparency that enables an appropriate allocation of costs between [FortisBC Energy]
and ARBNNMs.

The Transfer Pricing Policy for ARBNNMs will be used in conjunction with the [FortisBC Energy] Code
of Conduct for Provision of Utility Resources and Services to Affiliated Regulated Businesses Operating
in a Non-Natural Monopoly Environment dated June 19, 2014. This Policy does not replace the existing
Transfer Pricing Policy between [FortisBC Energy] and Non-Regulated businesses (NRBS).

DEFINITIONS

[FortisBC Energy Inc.] May be abbreviated as follows: [FortisBC Energy], the Utility, or the
Company, and may also include employees of the Company.

Commission British Columbia Utilities Commission.

Development The translation of research findings or other knowledge into a plan or

design for new or substantially improved materials, devices, products,
processes, systems or services prior to the commencement of commercial
production or use.
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[FortisBC Energy] Transfer Pricing Policy for Affiliated Regulated Businesses Operating in a
Non-Natural Monopoly Environment

Guidelines

Affiliated Regulated
Business Operating in a Non-
Natural Monopoly
Environment (ARBNNM)

Research

RMDM

Transfer Pricing to
Affiliated Regulated
Business Operating in a
Non-Natural Monopoly
Environment

Fair Market Value

Principles and Guidelines from the Retail Markets Downstream of the
Utility Meter Guidelines published by the British Columbia Utilities
Commission in April, 1997 and the Commission’s Report in the Inquiry
into the Offering of Products and Services in Alternative Energy
Solutions and Other New Initiatives published in December 27, 2012.
This definition does not negate the applicability of other relevant orders
or directions such as Commission directions in proceedings regarding
affiliates or Special Directions issued by the Province of British
Columbia to the Commission on matters related to specific FortisBC
Energy business activities.

A separate legal entity that is an affiliate of the Utility regulated by the
Commission offering regulated products and services in a non-natural
monopoly environment.

Planned investigation undertaken for the purpose and expectation of
gaining new scientific or technical knowledge and understanding. Such
investigation may or may not be directed towards a specific practical
aim or commercial application.

Acronym for “Retail Markets Downstream of the Utility Meter”, which
may include any utility or energy related activity at or downstream of the
utility meter.

The price established for the provision of Utility resources and services
to an ARBNNM. Transfer pricing for any Utility resource or service will
be determined by applying the appropriate [FortisBC Energy] Transfer
Pricing Policy as agreed upon by [FortisBC Energy] and the ARBNNM
and approved by the Commission.

“Fair Market Value” means the price reached in an open and
unrestricted market between informed and prudent parties, acting at
arms length and under no compulsion to act.
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[FortisBC Energy] Transfer Pricing Policy for Affiliated Regulated Businesses Operating in a
Non-Natural Monopoly Environment

PoLICY

Provision of services from [FortisBC Energy] to ARBNNMs must be in accordance with the
Commission approved Code of Conduct and Transfer Pricing Policy for ARBNNMs.

All sharing of costs, services, customer information, and any other documentation of information
as specified by the Commission between affiliated regulated utilities must be maintained and
disclosed to the Commission where required by the Commission.

Transfer Prices charged to ARBNNMSs by [FortisBC Energy] are intended to ensure that

[FortisBC Energy] ratepayers are not adversely affected and will be established using the
following pricing rules.

1. Pricing Rules

i. If an applicable [FortisBC Energy] tariff rate exists, the Transfer Price will be set
according to the tariff.

ii. Where no tariff rate exists, the Transfer Price will be set on the basis of the higher of
market price or the fully allocated cost.

iii. Where there is no market price or a market price is not readily discernable, the Transfer
Price will be set on the basis of fully allocated cost.

iv. In situations where it can be shown that an alternative Transfer Price will provide
greater benefits to the [FortisBC Energy] ratepayer, [FortisBC Energy] must apply to
the Commission for a variance from the pricing rules i, ii, or iii.

2. Determining Costs

For the purposes of this policy, costs for the resources or services being provided by [FortisBC
Energy] to an ARBNNM will be set at the fully allocated cost as described below. The
definition of full costs will depend on the type of service or resource being provided.

For the most part, the types of resources and services that can be provided to ARBNNMs by
[FortisBC Energy] are human resources (labour) and associated equipment and facilities. The
example in Appendix A summarizes how full costs are determined for the different types of
services described below in Section 2.1. The determination of full costs, specifically the cost
loadings, is based on services to be provided in accordance with the [FortisBC Energy] approved
Code of Conduct with respect to ARBNNM dated June 19, 2014.

Costs will include both direct costs and a fair allocation of the parent utility costs required to
provide the product or service, except where such treatment is precluded by legislation,
regulation or special direction.

If other [FortisBC Energy] resources or services are used by an ARBNNM that are not

described by this policy or if there are unusual circumstances that warrant a separate review,
then [FortisBC Energy] will make an application to the Commission on a case-by-case basis.
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[FortisBC Energy] Transfer Pricing Policy for Affiliated Regulated Businesses Operating in a
Non-Natural Monopoly Environment

2.1

Type of Service

There are three types of services: Specific Committed Service, As Required Service and
Designated Subsidiary/Affiliate Service. It is important that the type of service is specified
before the commencement of any service. This specification is to ensure that the correct cost
loadings are applied to any Transfer Price.

Specific Committed Service

Specific Committed Service is work that is contracted for and billed regardless of
whether or not work is actually performed. Typically, this work is on-going or on a
continuing basis (such as regulatory) in support of ARBNNM activities. The receiving
organization (i.e. the ARBNNM) is, in effect, requiring that the providing organization’s
department (i.e. [FortisBC Energy]) maintain sufficient staffing levels throughout the
year in order to provide this service. The receiving organization must pay for the
Specific Committed Service even if the service provided is less than originally
contracted.

It is important that the description, scope and quality of the service to be provided be
defined and agreed upon by both [FortisBC Energy] and the ARBNNM before the
commencement of such a service, including an indication whether the service is
performed at the employee’s normal place of work (“on-site”) or at the ARBNNM’s
(“off-site”). A request for Specific Committed Service may be raised or terminated at
any time throughout the year by the ARBNNM. Termination of a Specific Committed
Service as a result of an activity change is subject to a sixty (60) day notice period.

At the end of the fiscal year, Specific Committed Services which were not provided
(unless the Utility was unable to meet its commitments) will be offset against services
used in excess of those committed. Any excess service on a total pooled basis will be
billed, but any deficiency will not be refunded. If there is a shortfall in the level or
quality of service provided by [FortisBC Energy] a reasonable refund by [FortisBC
Energy] or termination of service by the ARBNNM may be made. In the normal course
of business, the time estimates for Specific Committed Service are reviewed and agreed
upon by both [FortisBC Energy] and the ARBNNM annually.

To determine the full cost of Specific Committed Service, the following loadings are
applied to direct labour costs: concessions loading, benefits loading and general
overhead loading. Also facility and/or equipment charges are applied if applicable.
Appendix A, Column 1 shows an example of determining full cost for Specific
Committed Service, both “on-site” and “off-site”.
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[FortisBC Energy] Transfer Pricing Policy for Affiliated Regulated Businesses Operating in a
Non-Natural Monopoly Environment

As Required Service

As Required Service is work that is not specifically committed to by the receiving
organization. The providing organization charges the cost of the actual time incurred to
perform the work to the receiving organization. Typically, this is work that is not
budgeted in advance.

As Required Service must be specified to be either for an extended term (greater or equal
to three months) or short term (less than three months) period prior to the
commencement of the work. In addition, it must be identified whether the individual
providing the services will work at his or her normal place of work (“on-site”) or at the
ARBNNM’s (“off-site”).

To determine the full cost of As Required Service, the following loadings are applied to
direct labour costs: concessions loading, benefits loading, general overhead loading,
supervision loading and an availability charge loading. Also facility and/or equipment
charges are made if applicable. Appendix A, Column 2 shows an example of
determining full cost for As Required Service.

In certain situations, [FortisBC Energy] will need to retain the immediate right to recall
the employee being contracted to the ARBNNM for an As Required Service. In these
situations, the availability charge will be waived. Prior notification to the Commission is
required to waive the availability charge for As Required Service.

Designated Subsidiary/Affiliate Service

A Designated Subsidiary/Affiliate is a related company that is designated by [FortisBC
Energy] and approved by the Commission to receive reduced loadings in the Transfer
Price. The designation relates to the additional benefits that the related company
provides to [FortisBC Energy]’s customers, employees or to the economic development
of the Province of British Columbia.

A Designated Subsidiary/Affiliate receives services on the same basis as the As Required
Service described above. To determine the full cost of Designated Subsidiary/Affiliate
Service, the following loadings are applied to direct labour costs: concessions loading,
benefits loading and a general overhead loading. Appendix A, Column 3 shows an
example of determining full cost for Designated Subsidiary/Affiliate Service.

The Commission may approve a subsidiary or affiliate with this status but exclude
specific activities or projects of that subsidiary (e.g. projects taking place in certain
geographic locations). Similarly, certain work to be performed for an ARBNNM relating
to a specific service, project or product may be designated by [FortisBC Energy] and
approved by the Commission to receive reduced loadings.
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[FortisBC Energy] Transfer Pricing Policy for Affiliated Regulated Businesses Operating in a
Non-Natural Monopoly Environment

3.

Cost Relating to the Transfer of Activities from the Utility to an ARBNNM

3.1 Transfer Costs

Activities initially undertaken within the regulated Utility may, from time to time, be
transferred to an ARBNNM with Commission approval. Costs associated with
transferring an activity to an ARBNNM, and the start-up of ARBNNM activities, shall
be borne by the ARBNNM. To the extent that these activities involve Utility resources
during the transfer, the ARBNNM shall reimburse the Utility using the appropriate
pricing rules as defined in this Transfer Pricing Policy. Costs relating to the termination
of an activity within the Utility shall be borne by the Utility.

3.2 Research Costs

As research is regarded as a continuing activity required to maintain the Utility’s
business and its effectiveness, such expenses shall be borne by the Utility. However,
where it is evident that certain research activities are clearly directed towards specific
pursuits related to an ARBNNM, the Utility will ensure it is compensated by the
ARBNNM according to the pricing rules defined in this Transfer Pricing Policy, net of
any quantifiable benefits received by the Utility.

3.3 Development Costs
Development costs for new products and services transferred to an ARBNNM will be
tracked and charged to the ARBNNM according to the pricing rules defined in this

Transfer Pricing Policy, net of any quantifiable benefits received by the Utility.

Cost Collection Procedures

41 Internal Orders

[FortisBC Energy] will be responsible for setting up the appropriate internal orders, documenting
the internal order numbers and ensuring that the appropriate individuals charge time to them.
The providing organization’s accounting group (typically [FortisBC Energy]’s Financial
Accounting Group) will be responsible for maintaining the internal orders and collecting the
appropriate charges.

4.2 Time Sheets

The individuals performing the service must report all time spent on that service by coding their
time to the appropriate internal order numbers. This is to occur whether the type of service is
Specific Committed, As Required or Designated Subsidiary/Affiliate Service. The ARBNNM
may also review the validity of these charges.

4.3 Invoicing

The ARBNNM will be invoiced for the contracted amount in respect of Specific Committed

Service and for the appropriate time based on the actual payroll level in respect of As Required
Service or Designated/Affiliate Service (subject to confidentiality of salary information) with the
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[FortisBC Energy] Transfer Pricing Policy for Affiliated Regulated Businesses Operating in a
Non-Natural Monopoly Environment

applicable loadings applied. The invoice will include the number of hours and corresponding
activities.

The methodology for determining a salary level is on the basis of the average of the respective
pay grades or job groups for the employees involved.

44 Compliance

The Director of Finance is responsible for the oversight of safeguards related to the Transfer
Pricing Policy, including the ongoing design and operating effectiveness of the timekeeping
process and other related controls and safeguards, and the maintenance of adequate records and
documentation.

5. Review of Transfer Pricing Policy

The Transfer Pricing Policy will be reviewed on an annual basis as part of the Code of Conduct
compliance review. However, [FortisBC Energy] may make application to the Commission for
approval of changes to the policy including the pricing rules and the formula for determining full
costs as and when required.
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Appendix “A” Illustrative Example of Determining Full Cost for the Three Types of Service
(For an employee at an annual salary of $85,000 and 59% benefits loading)
(Different charge-out rates are used for different positions)

Column 1 2 3
Specific Committed Service As Required Service Designated
Subsidiary / Affiliate
Off-Site On-Site On-Site Off-Site Off Site
Full-time Full-time Short Term Short Term Extended
BASE PAY PER DAY $327.00 $327.00 $327.00 $327.00 $327.00 $327.00
PLUS CONCESSIONS and BENEFITS (90%) $295.00 $295.00 $295.00 $295.00 $295.00 $295.00
LOADED LABOUR PER DAY $622.00 $622.00 $622.00 $622.00 $622.00 $622.00
GENERAL OVERHEAD 5% 10% 10% 10% 5% 5%
SUPERVISION N/A Direct 20% N/A N/A Direct
Charge Charge
AVAILABILITY CHARGE N/A N/A 20% 20% 20% N/A
FACILITIES CHARGE (If Applicable) N/A $100.00 $100.00 $100.00 N/A N/A
EQUIPMENT CHARGE (If Applicable) Direct Direct Direct Direct Direct N/A
Charge Charge Charge Charge Charge
TOTAL FULL COSTS PER DAY $653.00 $784.00 | $1,033.00 $909.00 $778.00 $653.00
Cost Ratio to Base Pay per day 2.00 2.40 3.16 2.78 2.38 2.00
Cost Ratio to Loaded Labour per day 1.05 1.26 1.66 1.46 1.25 1.05
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Effective: OCT 16 1997 L-64-1997
BCUC Secretary: Original signed by R.J. Pellatt

[FortisBC Energy Inc.]

CODE OF CONDUCT

For Provision of Utility Resources and Services
August 1997

SCOPE

This Code of Conduct (Code) governs the relationships between [FortisBC Energy Inc. (FortisBC
Energy)] and Non-Regulated Businesses (NRBs) for the provision of Utility resources, and conforms
with the British Columbia Utilities Commission (Commission) “Retail Markets Downstream of the
Utility Meter” (RMDM) Guidelines of April, 1997. The Commission Code of Conduct Principles
from the Guidelines are attached as Appendix ‘A’.

This Code will govern the use of Utility resources for unregulated activities (products or services for
which there are no Commission approved tariffs) including shared services, employment or
contracting of Utility personnel, and the treatment of customer, utility, or confidential information.
The Code will also determine the nature of the relationship between the Utility and NRBs and the
treatment by the Utility of its NRBs.

The primary responsibility for administering this Code lies with [FortisBC Energy], although the
Commission has jurisdiction over matters referred to in this Code. The Commission acknowledges
that the Utility in the administration of the Code may have to take into account particular
circumstances in respect to a particular product or service which is being provided or transferred out
of the Utility, and where these issues are at variance with this Code Commission approval will be
required. The Code also provides that the Commission may review complaints in relation to the
Code.

The [FortisBC Energy] Transfer Pricing Policy, dated August 1997, will be used in conjunction with
this Code to establish the costs and pricing for Utility resources and services.

This Code supersedes and replaces the [FortisBC Energy] Code of Business Conduct dated March

31, 1995. However, this Code does not replace contracts and undertakings between [FortisBC
Energy] and NRB affiliates in existence prior to approval of the Code.
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[FortisBC Energy] Code of Conduct

DEFINITIONS

[FortisBC Energy Inc.]

Commission

Guidedlines

Non-Regulated Business
(NRB)

Ratepayers

RMDM

Transfer Pricing

May be abbreviated as follows. [FortisBC Energy], the Utility, or
the Company, and may also include employees of the Company.

British Columbia Utilities Commission.

Retail Markets Downstream of the Utility Meter Guidelines
published by the British Columbia Utility Commission in April,
1997.

An affiliate of the Utility not regulated by the Commission or a
division of the Utility offering unregulated products and services.
“Related NRB” refers to any NRB which is an affiliate of the
Utility and which uses any resources of the Utility.

Ratepayers in most cases are considered as a whole rather than
one group or rate class.

Acronym for “ Retail Markets Downstream of the Utility Meter” ,
which may include any utility or energy related activity at or
downstream of the utility meter.

The price established for the provision of Utility resources and
services, or the transfer of Utility assets, to an NRB or division of
the Utility providing unregulated products and services. Transfer
pricing for any Utility resource or service will be determined by
applying the [ FortisBC Energy] Transfer Pricing Policy approved
by the Commission.
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APPLICATION OF COMMISSION PRINCIPLES

1.

Transfer Pricing

The Utility will conform with the Commission approved [FortisBC Energy] Transfer Pricing Policy.

2.

Shared Services and Personnel

a) This Code recognizes the need for and potential benefits to the Utility of employee
transfers and human resource sharing.

b) [FortisBC Energy] may provide shared services to NRBs, including supervision and
management, while ensuring that ratepayers will not generally be negatively
impacted by Utility involvement. The costs of providing such services will be as
agreed upon by both parties and be in accordance with the Commission approved
[FortisBC Energy] Transfer Pricing Policy.

C) NRBs may contract for any Utility personnel using the Commission approved
[FortisBC Energy] Transfer Pricing Policy, providing the Utility complies with
Section 4 of this Code, Provision of Information by [FortisBC Energy Inc.], and no
conflict of interest exists which will negatively impact on ratepayers.

Transfer of Assetsor Services

The price for al transfers of assets or services shall be determined in accordance with the
[FortisBC Energy] Transfer Pricing Policy approved by the Commission, and the Utility must
be able to demonstrate that the benefits to the ratepayer are greater than the cost. The transfer
price will reflect the potential for risk (stranded assets, future costs, etc.) and the recall
availability of shared or transferred personnel to ensure the Utility receives the appropriate
benefit from expertise resident in the Utility. [FortisBC Energy] will comply with acceptable
business practicesif it wishes to purchase assets, goods or services from an NRB.

An appropriate allocation of development costs for products or services as defined in the
[FortisBC Energy] Transfer Pricing Policy, will be included in the transfer price.

Provision of | nformation by [FortisBC Energy Inc.]

[FortisBC Energy] will not provide to an NRB any information that would inhibit a
competitive energy services market from functioning.

The following should act as a guideline for employees confronted with issues related to the
sharing of confidential information:

a) This Code precludes [FortisBC Energy] from releasing confidential customer specific
information without the consent of that customer. If a customer agrees to a genera
release of customer specific information, that information must be made available to
any market participant who requests it and is willing to pay costs associated with the
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provision of the information, without discrimination as to access, timing, cost or
content. If a customer requests customer specific information be provided to a
specific market participant, only that participant may receive the information, subject
to payment of associated costs incurred to provide the information.

b) [FortisBC Energy] may disclose to any market participant that requests it and is
willing to pay the appropriate transfer price customer information that is aggregated
or summarized in such a way that confidential information would not ordinarily be
ascertained by third parties.

C) [FortisBC Energy] may provide or sell any non-customer specific information to any
market participant that requestsit and iswilling to pay the appropriate transfer price.

5. Preferential Treatment

[FortisBC Energy] will not state or imply that favoured treatment will be available to
customers of the Utility as aresult of using any service of an NRB. In addition, no Company
personnel will condone or acquiesce in any other person stating or implying that favoured
treatment will be available to customers of the Company as a result of using any product or
service of an NRB.

6. Equitable Accessto Services

Except as required to meet acceptable quality and performance standards, and except for
some specific assets or services which require special consideration as approved by the
Commission, [FortisBC Energy] will not preferentially direct customers seeking
competitively offered servicesto an NRB or a specific retailer.

7. Compliance and Complaints

a) [FortisBC Energy] will advise all of its employees of their expected conduct
pertaining to this Code, with annual updates for employees who may be directly
involved with NRB activities.

b) [FortisBC Energy] will monitor employee compliance with this Code by conducting
an annual compliance review, the results of which will be summarized in a report to
be filed with the Commission within 60 days of the completion of this review.

C) Complaints by third parties about the application of this Code, or any alleged breach
thereof, should be addressed in writing to the Company’ s [ Executive Vice-President,
Finance, Regulatory and Energy Supply], who will bring the matter to the immediate
attention of the Company’ s senior management and promptly initiate an investigation
into the complaint. The complainant, along with the Commission, will be notified in
writing of the results of the investigation, including a description of any course of
action which will be or has been taken promptly following the completion of the
investigation. The Company will endeavour to complete this investigation within 30
days of the receipt of the complaint.
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10.

11.

d) Where [FortisBC Energy] determines that the complaint is unfounded, the Company
may apply to the Commission for reimbursement of the costs of the investigation
from the third party initiating the complaint or where this is not possible, for
inclusion of those costsin rates.

Financing and Other Risks

[FortisBC Energy] will not undertake any financing or other financial assistance on behalf of
an NRB that exposes utility ratepayers to additional costs or risks, unless appropriate
compensation is received by [FortisBC Energy] for such financing or other financial
assistance, and such financing or other financial assistance is approved by the Commission.

Use of Utility Name

[FortisBC Energy Inc.] agrees that newly established NRBs engaging in RMDM activities
will not use the Utility’ s name as the primary identifier within British Columbia, and will not
use the Utility name in amanner that indicates that Utility resources will support the NRB.

Distribution System Access

[FortisBC Energy] will treat all requests for distribution system access for the purpose of
direct commodity marketing equitably and in accordance with the requirements approved for
direct commodity marketing in British Columbia.

Amendments

In order to ensure that this Code remains workable and effective, the Company will review
the provisions of this Code on an ongoing basis and as required by the Commission, but with
amaximum of three years between reviews.

Amendments to this Code may be made from time to time as approved by the Commission.
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Appendix ‘A’

CoMMISSION CODE OF CONDUCT PRINCIPLES

The Commission has established the following principles in the Guidelines which [FortisBC
Energy] intends to apply to RMDM activities and the Utility’ s relationships with NRBs.

1)

i)

Vi)

The regulated company will not provide to the NRB any market-sensitive or
confidential information that would inhibit a competitive energy services market from
functioning. If customers agree to a release of customer information to the NRB, it
should be provided to other market participants under the same terms and conditions
and for the same price. Should an individual customer make a specific request to
have information released to a particular third party, it will be released to that party
only. The utility will be able to recover from the customer the costs associated with
the provision of thisinformation.

No regulated company personnel will state or imply that favoured treatment will be
available to customers of the company as aresult of using any service of an NRB. In
addition, no regulated company personnel will condone or acquiesce in any other
person stating or implying that favoured treatment will be available to customers of
the company as aresult of using any service of an NRB.

No regulated company personnel will preferentially direct customers seeking
competitively offered services to an NRB. If a customer, or potential customer,
reguests from the regulated company information about products or services offered
by an NRB or its competitors in downstream markets, the regulated company may
provide such information, including a directory of retailers of the product or service,
but shall not promote any specific retailer in preference to any other retailer.

The regulated company will formally advise al employees of expected conduct
related to these principles and it will undertake to perform periodic audits of the
relationships to ensure compliance with these principles. These audits will be
performed no less than once a calendar year and filed with the Commission.

Complaints by non-affiliated parties about the application of these principles, or any
alleged breach thereof, will be brought to the immediate attention of the senior
management of the regulated company and subsequently a report of the complaints,
and action taken, will be filed with the Commission. The report will be filed with the
Commission within one month of the complaint being made.

The financing of the utility and NRB will be accounted for entirely separately with
the financing costs reflecting the risk profile of each entity. No cross-guarantees or
any form of financial assistance whatsoever should be provided directly or indirectly
by autility to its NRB without approval of the Commission.
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vii)  Useof the utility name by arelated NRB will require approval by the Commission to
ensure that its use will not interfere with the Commission’s ability to protect

ratepayers.

In those cases where retail customers have direct market access to the commodity, the
utility’ s code of conduct will aso include the following provision,

The regulated company will treat all requests for distribution system access for the

purpose of direct commodity marketing equitably and according to the requirements
approved for direct commodity marketing in British Columbia.
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Effective: OCT 16 1997 1-64-1997
BCUC Secretary: Original signed by R.J. Pellatt

[FortisBC Energy Inc.]
TRANSFER PRICING POLICY

For Provision of Utility Resources and Services
August 1997

SCOPE

This policy addresses the pricing of resources and services provided by [FortisBC Energy Inc. (FortisBC
Energy)] to:

¢ Non-Regulated Businesses (NRBs); and
¢ Divisions of the Utility providing unregulated products or services (collectively NRBS).

[FortisBC Energy Inc.] will ensure that it receives adequate compensation for the resources and services
provided, thereby protecting ratepayers from subsidising unregulated activities.

The Transfer Pricing Policy will be used in conjunction with the [FortisBC Energy Inc.] Code of Conduct
for Provision of Utility Resources and Services dated August, 1997. However, this policy does not
replace [FortisBC Energy]/NRB contracts and undertakings in existence prior to approval of this Transfer
Pricing Policy.
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DEFINITIONS

[FortisBC Energy Inc.]

Commission

Competitive Market Price
(or Market Value)

Development

Guidelines

Non-Regulated Business
(NRB)

Research

RMDM

Transfer Price

May be abbreviated as follows: [FortisBC Energy], the Utility, or the
Company, and may also include empl oyees of the Company.

British Columbia Utilities Commission.

The price that would be paid for a resource or service in a fully
functioning, competitive (unregulated) market. Alternatively, the prices
of goods or services that can serve as substitutes for the resources or
services being offered may also be used.

The tranglation of research findings or other knowledge into a plan or
design for new or substantially improved materials, devices, products,
processes, systems or services prior to the commencement of commercial
production or use.

Retail Markets Downstream of the Utility Meter Guidelines published by
the British Columbia Utilities Commission in April, 1997.

An affiliate of the Utility not regulated by the Commission or a division of
the Utility offering unregulated products or services. “ Related NRB”
refers to any NRB which uses any resources of the Utility.

Planned investigation undertaken for the purpose and expectation of
gaining new scientific or technical knowledge and understanding. Such
investigation may or may not be directed towards a specific practical aim
or commercial application.

Acronym for “ Retail Markets Downstream of the Utility Meter” , which
may include any utility or energy related activity at or downstream of the
utility meter.

The price established for the provision of Utility resources and services,
or the transfer of Utility assets, to an NRB or division of the Utility
providing unregulated products and services. Transfer pricing for any
Utility resource or service will be determined by applying the [FortisBC
Energy] Transfer Pricing Policy approved by the Commission.
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PoLicy

Transfer Prices charged to NRBs by the Utility will ensure Utility ratepayers are not adversely
affected and will be established using the following pricing rules.

1. Pricing Rules

i If an applicable [FortisBC Energy] tariff rate exists, the Transfer Price will be set
according to the tariff.

ii. Where no tariff rate exists, the Transfer Price will be set at either the full cost (see
Section 2 below) or, where feasible and practical, the Competitive Market Price,
whichever is greater.

iii. In situations where it can be shown that an alternative Transfer Price will provide greater
benefits to the ratepayer, the Utility may apply to the Commission for specia pricing
consideration.

2. Deter mining Full Costs

For the purposes of this policy, costs for the resources or services being provided by the Utility to
an NRB will be based on the Utility’s full cost as described below. The definition of full costs
will depend on the type of service or resource being provided.

For the most part the types of resources and services that can be provided to NRBs by the Utility
are human resources and associated equipment and facilities. The example in Appendix A
summarizes how full costs are determined for the different types of services described below in
Section 2.1. The determination of full costs, specifically the cost loadings, is based on the
approved Code of Business Conduct with respect to Non-Regulated Businesses of [FortisBC
Energy] dated March 31, 1995, with modifications reflecting the types of resources and services
involved in RMDM.

If other Utility resources or services are used by an NRB that are not described by this palicy,
then [FortisBC Energy] will make an application to the Commission on a case-by-case basis.
An example of this would be the determination of costs for a Ultility asset permanently
transferred to an NRB.

21 Type of Service
There are three types of services: Specific Committed Service, As Required Service and
Designated Subsidiary/Affiliate Service. It is important that the type of service is specified

before the commencement of any service. This specification is to ensure that the correct cost
loadings are applied to any Transfer Price.
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Specific Committed Service

Specific Committed Service is work that is contracted for and billed regardiess of
whether or not work is actually performed. Typically, this work is ongoing or on a
continuing basis (such as accounting) in support of NRB activities. The receiving
organization (i.e. the NRB) is, in effect, requiring that the providing organization’s
department (i.e. [FortisBC Energy]) maintain sufficient staffing levels throughout the
year in order to provide this service. The receiving organization must pay for the
Specific Committed Service even if the service provided is less than originally
contracted.

It is important that the description and scope of the service to be provided be defined
before the commencement of such a service, including an indication whether the service
is performed at the employee's normal place of work (“on-site”) or at the NRB's (“off-
site”). A request for Specific Committed Service may be raised or terminated at any time
throughout the year. Termination of a Specific Committed Service as a result of an
activity changeis subject to asixty (60) day notice period.

At the end of the fiscal year, Specific Committed Services which were not provided
(unless the Utility was unable to meet its commitments) will be offset against services
used in excess of those committed. Any excess service on a total pooled basis will be
billed, but any deficiency will not be refunded. If there is a shortfall in the level of
service provided by [FortisBC Energy] a reasonable refund may be made. In the normal
course of business, the time estimates for Specific Committed Service are reviewed
annually.

To determine the full cost of Specific Committed Service, the following loadings are
applied to direct labour costs: concessions loading, benefits loading and general overhead
loading. Also facility and/or equipment charges are made if applicable. Appendix A,
Column 1 shows an example of determining full cost for Specific Committed Service,
both “on-site” and “off-site”.

AsRequired Service

As Required Service is work that is not specifically committed to by the receiving
organization. The providing organization charges the cost of the actual time incurred to
perform the work to the receiving organization. Typically, this is work that is not or
cannot be budgeted in advance.

As Required Service must be specified to be either for an extended term (greater or equal
to three months) or short term (less than three months) period prior to the commencement
of the work. In addition, it must be identified whether the individual providing the
services will work at his or her normal place of work (“on-site”) or at the NRB’s (* off-
site”).
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To determine the full cost of As Required Service, the following loadings are applied to
direct labour costs. concessions loading, benefits loading, general overhead loading,
supervision loading and an availability charge loading. Also facility and/or equipment
charges are made if applicable. Appendix A, Column 2 shows an example of
determining full cost for As Required Service.

In certain situations, the Utility will need to retain the immediate right to recall the
employee being contracted to the NRB for an As Required Service. In these situations
the availability charge will be waived. Prior notification to the Commission isrequired to
waive the availability charge for As Required Service.

Designated Subsidiary/Affiliate Service

A Designated Subsidiary/Affiliate is a related company that is designated by [FortisBC
Energy] and approved by the Commission to receive reduced loadings in the Transfer
Price. The designation relates to the additional benefits that the related company
provides to [FortisBC Energy]’s customers, employees or to the economic development
of the Province of British Columbia.

A Designated Subsidiary/Affiliate receives services on the same basis as the As Required
Service described above. To determine the full cost of Designated Subsidiary/Affiliate
Service, the following loadings are applied to direct labour costs: concessions loading,
benefits loading and a general overhead loading. Appendix A, Column 3 shows an
example of determining full cost for A Designated Subsidiary/Affiliate Service.

The Commission may approve a subsidiary or affiliate with this status but exclude
specific activities or projects of that subsidiary (e.g. projects taking place in certain
geographic locations). Similarly, certain work to be performed for an NRB relating to a
specific service, project or product may be designated by [FortisBC Energy] and
approved by the Commission to receive reduced loadings.

3. Costs Relating to the Transfer of Activitiesfrom the Utility to NRB

31

Transfer Costs

Activities initially undertaken within the regulated Utility may, from time to time, be transferred
to an NRB with Commission approval. Costs associated with transferring an activity to an NRB,
and the start-up of NRB activities, shall be borne by the NRB. To the extent that these activities
involve Utility resources during the transfer, the NRB shall reimburse the Utility using the
appropriate pricing rules as defined in Section 1. Costs relating to the termination of an activity
within the Utility shall be borne by the Utility.
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3.2 Research Costs

As research is regarded as a continuing activity required to maintain the Utility’s business and its
effectiveness, such expenses shall be borne by the Utility. However, where it is evident that
certain research activities are clearly directed towards specific non-regulated pursuits, the Utility
will ensure it is compensated by the NRB according to the pricing rules defined in Section 1, net
of any quantifiable benefits received by the Utility.

3.3 Development Costs

Development costs for new products and services transferred to an NRB will be tracked and
charged to the NRB according to the pricing rules defined in Section 1, net of any quantifiable
benefits received by the Utility.

4, Employment | ssues

This section provides the guidelines which [FortisBC Energy] will follow in addressing the issues
of employee transfers and human resource sharing between the Utility and NRBs. These
guidelines implicitly recognize the fact that Utility ratepayers can realize significant benefits
when employees have the opportunity to work for NRBs, by providing Utility employees with
opportunities to expand their breadth of experience, enhance their skills and attributes, and
continue their career development by taking advantage of the diversity of the [FortisBC Holdings
Inc.] organization.

Accordingly, it is not the intent of these guidelines to restrict employee transfers or human
resource sharing, but rather to ensure that the benefits gained by employees can be brought back
to the Utility and realized by ratepayers, and ratepayers are not negatively impacted. In al cases
of Utility employee transfers or human resource sharing, the terms of transfers or sharing must be
clearly understood by the Utility, NRB and the employee prior to commencement, and properly
documented.

These guidelines distinguish between three distinct types of human resource issues: Rotational
Transfers, Non-Rotational Transfers and Human Resource Sharing.

4.1 Rotational Transfers

Rotational Transfers represent a career training and development vehicle, in which employees are
transferred between the Utility and an NRB on afull-time basis, for a period of time not to exceed
3years. In these instances, the salary and associated benefits of the employee in question will be
assumed by the NRB for the duration of the rotational transfer period. As this initiative is
specificaly intended as a career training and development mechanism with expected benefits
back to the Utility, the individual will typically be assured of continued employment by the
Utility at the conclusion of the transfer period.
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4.2 Non-Rotational Transfers

Non-Rotational Transfers represent transfers of personnel between the Utility and an NRB, which
are not subject to a maximum time duration. As neither the Utility nor its NRBs are required to
provide preference to the other's employees in filling permanent positions, non-rotational
transfers typically represent instances in which an employee has successfully responded to a
posting or advertisement for a position.

In the interest of retaining qualified individuals within the [FortisBC Holdings Inc.] group of
companies, and recognizing that many NRB companies already contract with the Utility for
human resource services (including common payroll systems and benefits packages), a non-
rotational transfer will typically be considered an employee transfer rather than a termination and
re-employment. In this manner, employees will not be subjected to a termination of continued
employment status and the Utility and NRB will not be required to assume the administrative
burden associated with atermination and new hire process.

As a non-rotationa transfer is not specifically classified as a career development and training
initiative, there will typically be no assurance of employment security from the Utility, unless
such assurance is considered to be in the best interest of the Utility, in which case a specific
agreement should be negotiated and documented. Any recruitment or administrative costs
associated with a non-rotational transfer will be borne by the entity to which the employee is
transferring.

4.3 Human Resour ce Sharing

These guidelines specifically recognize that human resource sharing initiatives can provide a
variety of benefits to the Utility and NRBs. For example, circumstances occasionaly occur in
which the Utility and one or more NRBs each require an individual with similar skills and
attributes, but the time commitment required by each entity isinsufficient to justify the hiring of a
full-time person. In the absence of a human resource sharing initiative, each individual entity
would likely be forced to incur the significant cost associated with securing the services of an
external consultant, whereas significant cost savings could be realized by hiring an individual on
afull-time basis and entering into a cost sharing arrangement. This cost sharing method may also
pay future dividends to the Utility by developing in-house expertise and experience rather than
developing this expertise and experience in consultants. Additionally, Utility departments or
NRBs that are subject to large fluctuations in human resource requirements may have individuals
that are not fully utilized at all times, but for whom termination and subseguent re-hire is not a
viable option (e.g. due to uncertainty of future availability, termination costs, retraining costs,
etc.). In these instances, human resource sharing provides a mechanism through which the
receiving entity can fulfil short term resource demands with a qualified individual, while the
employing entity can eliminate inefficient salary and benefit costs.
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Human resource sharing initiatives also represent an ideal mechanism through which to realize
some of the career development and training benefits associated with a rotational transfer, without
having to commit to the absolute loss of an individual’s services for a certain period of time.

These guidelines are predicated upon the assumption that although all of the applicable entities
benefit from human resource sharing initiatives, the employing entity is assuming the greatest
degree of risk due to the need to ensure continued employment or incur termination CcOsts.
Therefore, a key principle of the human resource sharing initiative proposed by [FortisBC
Energy] is that the employing entity will always retain first rights on the services of the individual
in question, assuming reasonable notice is provided to the entity for which the individua is
providing services at agiven point in time.

Employment costs, including salary and benefits, will be allocated to the various entities on a pro
rata basis, in accordance with the number of hours dedicated to each entity, and in a manner
consistent with the [FortisBC Energy] Code of Conduct for the Provision of Utility Resources
and Services.

5. Cost Collection Procedures

51 Work Orders

The Utility will be responsible for setting up the appropriate work order, documenting the work
order number and ensuring that the appropriate individuals charge time to it. The providing
organization’s accounting group (typically [FortisBC Energy]’s Financial Accounting Group)
will be responsible for maintaining the work order and collecting the appropriate charges.

52 Time Sheets

The individuals performing the service must report al time spent on that service by coding their
time to the appropriate work order numbers. This is to occur whether the type of service is
Specific Committed, As Required or Designated Subsidiary/Affiliate Service. Time sheets are to
be sent monthly to the immediate supervisor or [FortisSBC Energy]’s Payroll Department. The
NRB shall also review the validity of these time sheets.

53 Invoicing

The NRB will be invoiced for the contracted amount in respect of Specific Committed Service
and for the appropriate time based on the actual payroll level in respect of As Required Service or
Designated/Affiliate Service (subject to confidentiality of salary information) with the applicable
|oadings applied.

The methodology for determining a salary level is on the basis of the average pay grade in the

case of Management and Exempt employees or the exact wage grade in the case of bargaining
unit employees.
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[FortisBC Energy] Transfer Pricing Policy

6. Accounting for Services

6.1 Detailed Operating & Maintenance Expense Forecast

In the event that [FortisBC Energy] makes an application to the Commission for revenues related
to operations and maintenance expenses (O& M), time estimates for Specific Committed Services
will need to be estimated or forecast for each of the years covered by the application. These
estimates or forecasts should be consistent with the relevant costs and assumptions contained in
that application.

In the event that an activity change causes a reduction in the actual level of the Specific
Committed Service compared to the annual budget (or revenue requirement application),
[FortisBC Energy] will use these amounts to offset additional contributions from the NRBs. Net
contributions received by the Utility through Transfer Pricing for As Required Service and
Designated Subsidiary/Affiliate will be held in a deferral account for future return to [FortisBC
Energy]’ s customers.

6.2 Operating & Maintenance Expense Forecast Determined by Formula

In the event [FortisBC Energy] makes a multi-year application to the Commission for revenues
related to O&M, and the alowed O&M level is determined by means of a formula, for the
duration of the test period and in accordance with the terms of the Commission Order #G-85-97,
[FortisBC Energy] will be entitled to capture the financial savings, such as cost reductions
resulting from intercompany charges for RMDM or other NRB activities.

7. Review of Transfer Pricing Policy

The Transfer Pricing Policy will be reviewed on an annual basis as part of the Code of Conduct
compliance review. However, [FortisBC Energy] may make application to the Commission for
approval of changes to the policy including the pricing rules and the formula for determining full
costs as and when required.
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[FortisBC Energy] Transfer Pricing Policy

Appendix “A” Example of Determining Full Cost for the Three Types of Service
(for an employee at a daily base pay of $300, concession loading of 25.48% and benefits loading of 15.75%)
Column 1 2 3
Specific Committed Service As Required Service Designated

Subsidiary | Affiliate

Off-Site On-Site On-Site Off-Site Off Site
Full-time Full-time Short Term Short Term Extended
BASE PAY (Daily) $300.00 $300.00 $300.00 $300.00 $300.00 $300.00
PLUS:
Concessions @ 25.48% 76.44 76.44 76.44 76.44 76.44 76.44
Benefits @ 15.75% 47.25 47.25 47.25 47.25 47.25 47.25
423.69
GENERAL OVERHEAD 5% 10% 10% 10% 5% 5%
SUPERVISION N/A Direct 20% N/A N/A Direct
Charge Charge
AVAILABILITY CHARGE N/A N/A 20% 20% 20% N/A
FACILITIES CHARGE (If Applicable) N/A $100.00 $100.00 $100.00 N/A N/A
EQUIPMENT CHARGE (If Applicable) Direct Direct Direct Direct Direct N/A
Charge Charge Charge Charge Charge
TOTAL COSTS PER DAY $444.87 $566.06 $735.54 $650.80 $529.61 $444 .87
Cost Ratios:
to Base Pay 1.48 1.89 2.45 217 1.77 1.48
to Loaded Labour 1.05 1.34 1.74 1.54 1.25 1.05

* If the agreement between the NRB and Utility includes a right to immediate recall, the availability charge is waived.
Prior notification to the Commission is required to waive the availability charge for As Required Service.
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Appendix D-1

AFFILIATE PARTY TRANSACTIONS REPORT FOR THE
PERIOD JANUARY 1, 2015 TO DECEMBER 31, 2015
INCLUDED IN THE FEI ANNUAL REPORT TO THE BCUC



FORTIS BC"

FORTISBC ENERGY INC. ANNUAL REPORT TO THE BCUC
FOR THE PERIOD JANUARY 1, 2015 TO DECEMBER 31, 2015

G. Affiliated Party Operating Transactions Summary

The following is a summary of the operating transactions provided between FortisBC Energy

Inc. and its affiliates for the year ending December 31, 2015, containing a general description

of the transactions and services, the parties involved and the approximate aggregate value.

1. Transactions with FortisBC Holdings Inc.

Transactions charged to
FortisBC Holdings Inc.

Transactions charged by
FortisBC Holdings Inc.

Transaction Type Amount Transaction Type Amount
O&M and Transfer
Pricing 147,000 Management Fees 12,896,000
Management Fees 756,000
2015 Total 903,000 2015 Total 12,896,000

2. Transactions with FortisBC Inc.

Transactions charged to
FortisBC Inc.

Transactions charged by
FortisBC Inc.

Transaction Type Amount Transaction Type Amount
Labour and Travel Labour and Travel
Expenses 3,421,000 Expenses 5,085,000
Rental of Springfield Purchase of Power
Road Office 324,000 (Tariff) 733,000
Sale of Natural Gas
(Tariff Sales) 11,000
2015 Total 3,756,000 2015 Total 5,818,000

3. Transactions with FortisBC Huntingdon Inc.

Transactions charged to FortisBC
Huntingdon Inc.

Transactions charged by FortisBC
Huntingdon Inc.

Transaction Type Amount Transaction Type Amount
O&M and Transfer Purchase of Natural Gas
Pricing 76,000 (Tariff Sales) 123,000
Operating Lease 36,000
2015 Total 112,000 2015 Total 123,000
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FORTISBC ENERGY INC. ANNUAL REPORT TO THE BCUC
FOR THE PERIOD JANUARY 1, 2015 TO DECEMBER 31, 2015

FORTIS BC"

4. Transactions with Inland Energy Corp

Transactions charged to Inland Energy Corp

Transaction Type

Amount

O&M and Transfer Pricing 2,000
2015 Total 2,000
5. Transactions with FortisBC Alternative Energy Services

Transactions charged to FortisBC Alternative Energy Services

Transaction Type Amount
O&M and Transfer Pricing 102,000
Facilities — Rent 128,000
Facilities — Telecom 4,000
Information Technology 82,000
2015 Total 316,000
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CORPORATE SERVICES - FHI



THIS AGREEMENT is made effective January 1, 2010.

BETWEEN:

AND:

TERASEN GAS INC., a corporation formed under the laws of British
Columbia having an office at 16705 Fraser Highway, Surrey, British
Columbia

(“TGI")

TERASEN INC., a corporation formed under the laws of British Columbia,
having an office at 10" Floor, 1111 West Georgia Street, Vancouver, British
Columbia

("Terasen")

WHEREAS

A. TGI is the owner and operator of the natural gas transmission and distribution facilities in
British Columbia serving the communities of the Lower Mainland and the Interior;

B. TGI maintains its administrative offices in the City of Surrey; and

C. TGI wishes to retain Terasen to provide certain professional and management services to

it in respect to the ownership and operations of its transmission pipeline and distribution
business on the terms and conditions set out herein.

WITNESSES THAT, in consideration of the covenants and agreements herein contained, the
parties covenant and agree as follows:

PART 1
INTERPRETATION

1.1 Definitions

In and for the purpose of this Agreement

(a) “Applicable Laws” means any and all Laws in force and effect from time to time
and applicable to the Facilities and the performance of the Services hereunder;

(b) “Force Majeure” has the meaning assigned to such term in Section 9.1;

(©) “Governmental Authority” means any domestic or foreign, national, federal,

provincial, state, municipal or other local government or body and any division,
agent, commission, board, or authority of any quasi-governmental or private body
exercising any statutory, regulatory, expropriation or taxing authority under the
authority of any of the foregoing, and any domestic, foreign, international,
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judicial, quasi-judicial, arbitration or administrative court, tribunal, commission,
board or panel acting under the authority of any of the foregoing;

(d) “Laws” means all constitutions, treaties, laws, statutes, codes, ordinances, orders,
decrees, rules, regulations and municipal by-laws, whether domestic, foreign or
international, any judgements, orders, writs, injunctions, decision, rulings,
decrees, and awards of any Governmental Authority, and any published policies
or guidelines of any Governmental Authority and including, without limitation,
any principles of common law and equity,

(e) “Person” includes any individual, corporation, body corporate, partnership, joint
venture, association, trust, estate, incorporated or unincorporated association, any
government or governmental authority however designated or constituted or any
other entity of whatever nature,

® “Services” means the professional and management services to be provided to
TGI by Terasen as more particularly described in Section 2.1.

1.2 Schedules

Schedule "A" is attached to, and is incorporated by reference into, this Agreement.

1.3 Interpretation
In and for the purpose of this Agreement

1) this “Agreement” means this agreement as the same may from time to time be
modified, supplemented or amended in effect,

2) any reference in this Agreement to a designated “Article”, “section” or other
subdivision is to the designated Article, section or other subdivision of this
~ Agreement,

3) the words “herein”, “hereof” and “hereunder” and other words of similar import refer
to this Agreement as a whole and not to any particular Article, section or other
subdivision,

4) the headings are for convenience only and do not form a part of this Agreement and
are not intended to interpret, define or limit the scope, extent or intent of this
Agreement,

5) the singular of any term includes the plural, and vice versa, the use of any term is
generally applicable to any gender and, where applicable, a corporation, the word
“or” is not exclusive and the word “including” is not limiting (whether or not non-
limiting language (such as “without limitation” or “but not limited to” or words of
similar import) is used with reference thereto), and

6) each word and phrase used herein and not otherwise defined herein, but which has an
accepted meaning in the custom and usage of the Western Canadian oil and gas
transportation industry, shall have such accepted meaning.
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1.4 Governing Law

Subject to Section 9.1, this Agreement will be interpreted and the rights and remedies of
the parties hereto will be determined in accordance with the laws of the Province of British

Columbia.

1.5 Prior Agreements

The parties agree that any prior agreements between the parties pertaining to the subject
matter hereof, including the agreement effective January 1, 2004 and any amendments, including
the amending agreement effective December 31, 2006, are hereby cancelled and of no further
effect.

PART 2
SERVICES

2.1 Services

Terasen hereby agrees to provide to TGI those professional and management services
described in Schedule "A" which Services shall include certain professional and management
services provided to Terasen by its parent company, Fortis Inc which professional and
management services also benefit TGL

2.2 No Obligation to Provide Additional Services

Terasen shall not perform, and Terasen shall have no obligation to perform, any services
on behalf of TGI other than as set out in this Agreement or any similar agreement. ‘

2.3 Consultation with TGI

Terasen will consult with TGI as required in connection with the performance of the
Services.

2.4 Independent Contractor

Nothing in this Agreement shall be construed to create or constitute a partnership or
relationship of joint venture between Terasen and TGI. In performing the Services, Terasen shall
be an independent contractor. Terasen employees shall not be considered employees of TGI for
any purpose.

2.5 Compliance

In performing the Services, Terasen will comply with all Applicable Laws.
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PART 3
COMPENSATION

3.1 Compensation for Services and Shared Costs

TGI agrees to pay to Terasen for the Services to be provided and for a proportionate share
of the common expenses incurred by Terasen such as sharcholder expenses and director
compensation the amount of $9,022,000 per annum on a take-or-pay basis.

3.2 Amendment to Costs

The amounts set out in Section 3.1 may be amended annually by agreement between the
parties to reflect any material change in the cost of providing the services or in the business
operations of TGI and to reflect annual inflationary adjustments. Any services to be provided
that are not contemplated under this Agreement will be subject to additional compensation as
agreed between the parties and form an amendment to this agreement in accordance with Section
10.3 below.

3.3 Invoicing

Terasen will invoice TGI in respect of the Services no later than the 25" day following
the end of the month in which such Services are provided or in such other manner as the parties
may agree.

3.4 Payment

TGI will, within thirty (30) days of receipt of an invoice from Terasen, pay to Terasen the
amount specified in such invoice. Any amount to be remitted by TGI to Terasen and not
remitted on or before the date on which it is due shall thereafter bear interest. A late payment
charge of 1.5% per month (18% per annum) shall be payable to Terasen on any unpaid balance
after thirty (30) days of the date of invoice.

3.5 Taxes

Notwithstanding any other provision of this Agreement, the amounts paid or payable by
one party to the other in accordance with this Agreement are exclusive of any value added taxes
or sales taxes, which are now, or may become during the term of this Agreement, applicable to
the provision of the Services. Each party shall pay to the other party any value added taxes or
sales tax which one party is obligated to collect from the other at the time such taxes are due and
payable.

PART 4
INDEMNIFICATION AND LIMITATION OF LIABILITY

4.1 Indemnity by TGI

Subject to Section 4.4, TGI will indemnify, defend and hold harmless Terasen and its
directors, officers, employees, agents and contractors, from and against any claim, demand, loss,
liability, action, lawsuit or other proceeding, judgement or award, and cost or expense (including
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reasonable legal fees and disbursements) which they may suffer or incur arising directly or
indirectly, in whole or in part, in connection with this Agreement or with Terasen's provision of
the Services, except and to the extent, if any, that the same results from or arises out of the wilful
misconduct or gross negligence of Terasen.

4.2 Limitation of Liability of Terasen

Neither Terasen nor any of its directors, officers, employees, agents or contractors will be
liable to TGI for any claim, demand, loss, liability, action, lawsuit or other proceeding,
judgement or award, or cost or expense (including reasonable legal fees and disbursements)
which TGI may suffer or incur arising directly or indirectly, in whole or in part, in connection
with this Agreement or with Terasen's provision of the Services, except and to the extent, if any,
that the same results from or arises out of the wilful misconduct or gross negligence of Terasen.

4.3 Indemnity by Terasen

Subject to Section 4.4, Terasen will indemnify, defend and hold harmless TGI from and
against any claim, demand, loss, liability, action, lawsuit or other proceeding, judgement or
award and cost or expense (including reasonable legal fees and disbursements) which TGI may
suffer or incur as a result of any act or omission or error of judgement as a result of which
Terasen is adjudged to have been guilty of wilful misconduct or gross negligence.

4.4 Consequential Losses

Neither party hereto will be liable to the other, whether based in contract, tort (including
negligence and strict liability), under warranty or otherwise for special indirect, incidental or
consequential loss or damage whatsoever, including without limitation, loss of use of equipment
or facilities and loss of profits or revenues.

PART 5
COVENANTS OF TGI

5.1 Covenants by TGI
TGI covenants and agrees to:

(a) fully co-operate with Terasen in respect of all matters contemplated by or within
the scope of this Agreement; and

(b) pay on or before the due date thereof all amounts payable by TGI to Terasen or
any other Person pursuant to or as contemplated by this Agreement.

PART 6
REPRESENTATIONS AND WARRANTIES

6.1 Representations and Warranties of Terasen
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Terasen hereby represents and warrants to TGI as representations and warranties which
are true as at the date hereof and which will be true during the term of Terasen’s appointment

hereunder:

(2)

(b)

(c)

Terasen is a corporation duly organized, validly existing and in good standing
under the laws of its jurisdiction of incorporation, and Terasen has full power and
authority to perform its obligations hereunder;

this Agreement constitutes a valid and binding obligation of Terasen enforceable
in accordance with its terms, except that (i) such enforcement may be subject to
bankruptcy, insolvency, reorganization, moratorium or other similar laws now or
hereafter in effect relating to creditors’ rights, and (ii) the remedy of specitic
performance and injunctive or other forms of equitable relief may be subject to
equitable defences and to the discretion of the court before which any proceeding
therefore may be brought; and

Terasen possesses all of the skills and personnel required to provide the Services.

6.2 Representations and Warranties of TGI

TGI hereby represents and warrants to Terasen as representations and warranties which
are true as at the date hereof and which will be true during the term of Terasen’s appointment

hereunder

(2)

(b

TGI is a corporation duly organized, validly existing and in good standing under
the laws of its jurisdiction of incorporation, and TGI has full power and authority
to perform its obligations hereunder; and

this Agreement constitutes a valid and binding obligation of TGI enforceable in
accordance with its terms, except that (i) such enforcement may be subject to
bankruptcy, insolvency, reorganization, moratorium or other similar laws now or
hereafter in effect relating to creditors’ rights, and (ii) the remedy of specific
performance and injunctive or other forms of equitable relief may be subject to
equitable defences and to the discretion of the court before which any proceeding
therefore may be brought.

PART 7
DURATION, TERMINATION AND DEFAULT

7.1 Effective Date and Term

This Agreement will be effective from January 1, 2010 and will end on December 31,
2010, unless carlier terminated pursuant to the provisions hereof. Thereafter this Agreement will
automatically be renewed for further one (1) year terms subject to Section 7.2 below.

7.2 Termination

Terasen's appointment hereunder may be terminated at any time:

(a)

by Terasen giving TGI six (6) months” written notice of such termination:
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(1) if TGI becomes insolvent, admits in writing its inability to pay its debts as
they become due or commits or threatens to commit an act of bankruptcy
or if TGI makes a general assignment for the benefit of creditors, or any
proceeding is instituted by or against TGI seeking to adjudicate it a
bankrupt or an insolvent or seeking the dissolution, winding-up or
liquidation of TGI or a reorganization, arrangement, moratorium,
adjustment, compromise, readjustment of debt or composition of it or its
debts under any law relating to bankruptcy, insolvency, moratorium,
reorganization or relief of debtors or seeking the appointment of a
receiver, receiver-manager, interim receiver, trustee, custodian, liquidator
or other similar official or Person for it, or TGI consents by answer,
acquiescence or otherwise to the institution of any such proceeding against
it; or

(i)  in the event TGI breaches this Agreement and fails to cure such breach
within thirty (30) days after receipt by TGI of written notice thereof from
Terasen or, if such breach is not capable of being cured within such thirty
(30) day period, fails to commence in good faith the curing of such breach
forthwith upon receipt of written notice thereof from Terasen and to
continue to diligently pursue the curing of such breach thereafter until
cured and, in either case, the allegation of Terasen that TGI is in breach is
conceded to be correct by TGI or found to be correct by an arbitrator
pursuant to section 8.1;

(b) by TGI giving Terasen six (6) months’ written notice of such termination:

(1) if Terasen becomes insolvent, admits in writing its inability to pay its
debts as they become due or commits or threatens to commit an act of
bankruptcy or if Terasen makes a general assignment for the benefit of
creditors, or any proceeding is instituted by or against Terasen seeking to
adjudicate it a bankrupt or an insolvent or seeking the dissolution,
winding-up or liquidation of Terasen or a reorganization, arrangement,
moratorium, adjustment, compromise, readjustment of debt or
composition of it or its debts under any law relating to bankruptcy,
insolvency, moratorium, reorganization or relief of debtors or seeking the
appointment of a receiver, receiver-manager, interim receiver, trustee,
custodian, liquidator or other similar official or Person for it, or Terasen
consents by answer, acquiescence or otherwise to the institution of any
such proceeding against it; or

(i)  in the event Terasen breaches this Agreement and fails to cure such breach
within thirty (30) days after receipt by Terasen of written notice thereof
from TGI or, if such breach is not capable of being cured within such
thirty (30) day period, fails to commence in good faith the curing of such
breach forthwith upon receipt of written notice thereof from TGI and to
continue to diligently pursue the curing of such breach thereafter until
cured and, in either case, the allegation of TGI that Terasen is in breach is
conceded to be correct by Terasen or found to be correct by an arbitrator
pursuant to Section 8.1.
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7.3 Duties Upon Termination

Upon expiry or termination of this Agreement for any reason, Terasen will have no
further obligations under Article 2 and will promptly deliver to TGI any material documents in
the possession of Terasen pertaining to the business of TGI.

7.4 Compensation of Terasen on Expiry or Termination

Within one (1) month after the expiry or termination of this Agreement, TGI will pay to
Terasen all amounts owing to Terasen hereunder (including any amount owing on account of the
fees provided for in Article 3 calculated up to the date of expiry or termination); provided that
for the purposes of this section, the fees provided for in Article 3 which are payable to Terasen
on a monthly, annual or other periodic basis will be deemed to accrue due and be payable on a
daily basis.

PART 8
ARBITRATION

8.1 Arbitration

For purposes of Section 7.2, any dispute between Terasen and TGI regarding any
allegation that TGI or Terasen is in breach of this Agreement, may be submitted to and settled by
arbitration in accordance with the provisions of this Section 8.1. Arbitration proceedings may be
commenced by the party desiring arbitration giving notice to the other party specifying the
matter to be arbitrated and requesting arbitration thereof. Such arbitration will be carried out by
a single arbitrator and in accordance with the National Arbitration Rules of the ADR Institute of
Canada Inc. for Dispute Resolution from time to time in force and effect. If the parties are
unable to agree upon an arbitrator within ten (10) days after delivery of such notice, either of
them may make application to court for appointment of an arbitrator. In the event of the failure,
refusal or inability of an arbitrator to act, or continue to act, a new arbitrator will be appointed,
which appointment will be made in the same manner as provided above. The decision of an
arbitrator appointed as under this Section 8.1 will be final and binding upon the parties and not
subject to appeal. The arbitrator will have the authority to assess the costs of the arbitration
against either or both of the parties, provided that each party will bear its own witness and
counsel fces. The parties will fully co-operate with the arbitrator and provide all information
reasonably requested by the arbitrator. Judgement on the award of the arbitrator may be entered
in any court having jurisdiction over the party against which enforcement of the award is being
sought. Each party hereby irrevocably submits and consents to the jurisdiction of any such court
for the purpose of rendering a judgement of any such award.
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PART 9
FORCE MAJEURE

9.1 Force Majeure

In and for the purposes of this Agreement, “Force Majeure” shall mean anyone or more
of the following events:

(a) an act of God;

(b) a war, revolution, insurrection, riot, blockade, or any other unlawful act against
public order or authority;

(©) a strike, lockout or other industrial disturbance;
(d) a storm, fire, flood, explosion, earthquake or lightning;
(e) a governmental restraint; or

® any other event (whether or not of the kind enumerated in 9.1(a) to (e) above)
which is not reasonably within the control of the party hereto claiming suspension
of its obligations hereunder due to Force Majeure.

9.2 Performance Prevented by Force Majeure

If either party hereto is prevented by Force Majeure from carrying out any of its
obligations hereunder, the obligations of such party, insofar as its obligations are affected by
Force Majeure, shall be suspended while (but only so long as) Force Majeure continues to
prevent the performance of such obligations. Any party prevented from carrying out any
obligation by Force Majeure shall promptly give the other party hereto notice of Force Majeure
including reasonably full particulars thereof.

9.3 Remedy of Force Majeure

A party claiming suspension of its obligations by reason of Force Majeure shall promptly
remedy the cause and effect of Force Majeure described in the notice given pursuant to Section
9.2 insofar as such party is reasonably able so to do, provided that the terms of settlement of any
strike, lockout or other industrial disturbance shall be wholly in the discretion of the party hereby
claiming suspension of its obligations hereunder by reason thereof; and that such party shall not
be required to accede to the demands of its opponents in any strike, lockout or industrial
disturbance solely to remedy promptly Force Majeure thereby constituted.

9.4 Lack of Funds Not Force Majeure

Notwithstanding anything contained in this Article 9, lack of finances shall not be
considered Force Majeure nor shall Force Majeure suspend any obligation for the payment of
money due hereunder.
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PART 10
MISCELLANEOUS

10.1 Notice

Any notice, direction or other communication required or permitted to be given
hereunder must be in writing and will be sufficiently given if delivered or sent by facsimile to the
party from whom it is intended at the address of such party set out below. Any notice, direction
or other communication so given will be deemed to have been given and to have been received
on the day of delivery, if delivered, or on the day of sending if sent by facsimile (provided such
day of delivery or sending is a Business Day and, if not, then on the first Business Day
thereafter). Each party hereto may change its address for notice by notice given in the manner
aforesaid.

10.2 Assignment

Neither party hereto may assign this Agreement or any of its rights hereunder without the
prior written consent of the other party, such consent not to be unreasonably withheld.
10.3 Amendments

Any amendment or modification of this Agreement must be in writing and signed by the
party against which such amendment or modification is sought to be enforced.

10.4 Severability

If any term or condition of this Agreement or the application hereof is determined
judicially or otherwise to be invalid or unenforceable, the remainder of this Agreement and the
application thereof shall not be affected and shall remain in full force and effect.

[Execution page follows]
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10.5 Entire Agreement

This Agreement constitutes the entire agreement between the parties pertaining to the
subject matter hereof. There are no representations, warranties, covenants or agreements
between the parties in connection with such subject matter except as specifically set forth or
referred to in this Agreement.

10.6 Counterparts, Facsimile

This Agreement may be executed by the execution of one or more counterparts of the
execution page, which will be taken together and constitute the execution page, and one or more
of such counterparts may be delivered by facsimile transmission.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement on June 24, 2009.

TERASEN GAS INC.

By: J
il Scott A. Thomson
. VP, Regulatory Affairs & CFO
Title:
TERASEN INC.

o AP

Roger Dall'Antonia
Title: VP, Corporale Development & Treasurer
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Schedule A
Description of Services

SERVICES PROVIDED BY TERASEN

General Governance & Oversight Services

In addition to the specific services described below, TGI receives the benefit of the expert advice
and experience of Terasen executives, who spend their time working on various committees
including the Executive Committee (comprised of the CEO and senior vice presidents of Terasen
as well as the heads of each operating company and the General Counsel), the Risk Management
Committee and the Operating Committee.

Treasury and Cash Management

(1) Execute Financings
a. Develop financing plans

b Provide assessments of financing alternatives

ii. Determine timing, term, rate, structure
b. Obtain BCUC approvals
c. Execute financings

1. Negotiation, preparation of legal documentation

ii. Prepare disclosure documentation
ii. Investor presentations

iv. Due diligence process

V. Deal execution

(2) Cash Management
Prepare and maintain short-term cash forecasting
b. Execute short-term borrowing

i Commercial paper issuance

il. Bank borrowing
c. Execute short-term investing of excess funds
d. Negotiation of letters of credit
€l Execution of manual wire transfers
f. Establish and maintain internet based banking platform for ¢p issuance,

fund transfers and reporting
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Schedule A
Description of Services

g Payment of interest, principal and fees on outstanding debt

(3) Arrange operating credit facilities

a. Negotiate credit agreements
i. Determine terms and conditions
il. Negotiate pricing and term

b. Manage syndication process

& Obtain BCUC approval
(4) Negotiate bank-service fees
(5) Treasury-related controls and compliance

a. Develop and monitor control and compliance procedures for key Treasury
procedures

(6) Compliance reporting
a. Prepare and file required compliance reports with third parties
1. Lenders, securities commissions, BCUC

(7) Hedging of interest rate and foreign exchange risks

a. Develop financial hedging plans as required
b. Negotiation of required documentation
c. Execution of derivative transaction

(8) Prepare Derivatives Policies and Procedures;

(9) Counterparty Credit Risk Management;

a. Review credit worthiness of counterparties

b. Determine appropriate credit limits for counterparties
C. Determine requirement for credit support

d. Negotiate appropriate credit support documentation

(10)  Interest rate and foreign exchange rate forecasting;

(11)  Regulatory submissions with respect to ROE, capital structure and financing
matters;

(12)  Capital structure review and maintenance; and

(13)  Provide education and related materials from training courses and seminars
attended by Treasury staff.
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Investor Relations

(1) Manage the Rating Agency Process;

(2) Maintain investment banker and debt investor relationships;

(3) Maintain banking and money market dealer relationships;

(4) Investor and Shareholder communication;

(5) Assist in preparation of annual/quarterly disclosure documents; and
(6) Prepare annual report.

Corporate Development and Capital Management

(1) Manage the annual strategic planning cycle;

(2) Preparation and maintenance of the five year forecasting model used for strategic
planning process and in the annual budgeting process;

(3) Provide financial analysis and evaluation of new projects and new initiatives;

(4) Manage the acquisition and divestiture activity;

(5) Provide project management and/or due diligence support where required; and

(6) Contract negotiation in support of business development initiatives.

External Reporting and Consolidation

(1) Consolidation and preparation of monthly financial statements for TGI and
preparation of quarterly interim reports and annual audited financial statements;

(2) Preparation of monthly reporting journal entries (consolidation, tax, accruals, etc),
analytical reviews of accounts and monthly financial review package

(3) Preparation of analysis required from prospectus and other security filing
documents as requested by Treasury Department and senior management;

(4) Preparation of quarterly and annual report to the Audit Committee;

(5) Compilation of information in response to a variety of enquiries from operations,

senior management and external bodies, such as the BCUC, external auditors and
government agencies;

(6) Research current and emerging accounting policies in Canada, the US and under
International Financial Reporting (“IFRS”);
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(7) Direct response to accounting authorities in both Canada, the US and IFRS with
respect to exposure drafts and pronouncements;

(8) Project lead for Terasen on the implementation of [FRS;

9) Provide accounting policy advice for such issues as consistency of presentation,
alternative treatments and resolution of complicated accounting policies and ensure
compliance with General Accepted Accounting Principles;

(10)  Accounting advice and assistance as required.

Taxation Services

(1 Prepare year-end and quarterly tax provisions including preparing tax calculations
and working papers for current tax expense, providing information for the calculation of
FIT expense and reviewing FIT calculations, preparing or reviewing the necessary
journal entries, assisting auditors with external audit review, preparing tax disclosures to
the financial statements and analyzing Balance Sheet tax accounts;

(2) Prepare tax returns and all tax compliance work for TGI, including identification
and research of technical issues, filing necessary elections, agreements and information
returns, requesting post filing adjustments, and reviewing assessments and interest

calculations;
(3) Calculate corporate tax instalments and arrange payment;
(4) Prepare or review tax information and calculations in support of rate cases, annual

reviews and annual reports to the BCUC; participate in regulatory working groups to
provide information and guidance on tax issues;

(5) Provide tax support for planning and forecasting groups; provide a strategic tax
perspective into planning processes to optimize tax advantages for the Gas companies;

(6) Provide leadership, guidance and consultation to finance and operations leaders
on income tax and commodity tax issues; find tax solutions to complex business issues;

(7) Monitor, identify and research tax issues resulting from tax law changes,
accounting changes (such as IFRS) or business opportunities to make sound
recommendations to management;

(8) Interpret impact of industry issues on tax; participate in industry group tax
committees such as Canadian Gas Association and make submissions to government
bodies on issues relevant to the industry;

(9) Monitor GST and PST (including Social Services Tax, Carbon Tax, ICE levy),
including identifying issues and researching technical enquiries, coordinating filing of
necessary elections, responding to querics on the application of GST or PST to particular
transactions, training employees on the application of commodity taxes to revenues,
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disbursements and transactions, advising employees of commodity tax changes; advising
in the implementation of new taxes;

(10)  Monitor tax implications of payroll and employee benefits including advising on
taxable benefits and related calculations, payroll tax issues, and pension plan tax issues;

(11)  Coordinate tax audits (federal income tax, LCT, GST , various PST), provide
auditors access to data, research and provide answers to auditor’s requests and negotiable
beneficial resolution of proposed adjustments;

(12)  Prepare and file Notices of Objection and Appeal letters and coordinate legal
appeals with internal and external counsel; negotiate with tax authorities with a view to
minimizing ultimate liabilities;

(13)  Establish and monitor tax department controls and ensure adherence to tax
policies;

(14)  Provide ongoing training, guidance and support to tax group employees to
enhance their performance levels and career development.

Internal Audit

(1) Develop, plan and conduct audits/reviews of areas or processes of particular
interest or of identified risk and prepare internal audit reports;

(2) Conduct annual risks assessment process in conjunction with the Enterprise Risk
Management group;

(3) Monitor and evaluate the effectiveness and efficiency of controls throughout the
year and summarize results to the Audit Committee of the Board of Directors;

(4) Ensure that the TGI Code of Business Conduct compliance management is
effective by conducting the annual compliance reviews and acting as a resource when
issues arise with respect to the Code of Business Conduct;

(5) Monitor the Whistle Blower Ethics line and address issues as they arise;

(6) Participate on various committees in the capacity of ex-officio to provide
oversight and value add,;

(7) Undertake work at the request of the BC Utilities Commission regarding the
activities and operations of TGL

(8) Provide annual reports summarizing Internal Audit activities and findings to the
BCUC as well as other reports of regulatory compliance;

(9) Conduct post implementation reviews of major capital projects and acquisitions
and report results to the Audit Committee;

(10)  Provide assistance to the external auditors in completing their external financial
audits; and
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(11)  Coordinate activities of various internal and external assurance providers to
ensure proper coverage and minimize duplication of efforts.

Risk Management and Insurance Services

(1) Ensure compliance with the TSX requirements on risk management by ensuring
that the Board of Directors understand the principal risks of all aspects of business that
TGI is engaged in, and ensuring that there are systems in place that effectively manage
and monitor those risks with a view to the long term viability of the TG,

(2) Arrange for coverage based on assessed potential risk of damage or loss in asset
values, disruptions in operations or potential legal liabilities;

(3) Advise dollar value of coverage required, most appropriate coverage and proper
services required;

(4) Provide a single insurance program to achieve economies of scales and cost
reductions;

(5) Work with broker in negotiating renewals and adequacy of coverage;
(6) Ensure competitive terms and consider all available options;

(7) Establish procedures and provide assistance and guidance in the reporting,
handling, compiling, negotiating and settlement of claims;

(8) Provide mechanism for appropriate and timely local resolution of third party
damage claims below a given threshold and payment of same;

9) Conduct of review of contractual agreements to protect TGI from unnecessary
assumption of risks;

(10)  Coordinate Risk Management’s group participating in industry associations and
education seminars;

(11)  Establish loss control standards to help ensure consistent and high degree of loss;
prevention in all operating units and minimize impact when they do occur;

(12)  Ensure familiarity with policies and wordings;

(13)  Encourage and establish procedures for loss control;

(14)  Administer Certificates of Insurance;

(15)  Preparation of management reports;

(16)  Provide additional insurance for individual construction projects, as required; and

(17)  Provide bonding as required.
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Corporate Secretary’s Office

(1) Ensure all continuous disclosure and governance activities required by external
regulators and third parties are appropriately carried out, including Securities filings and
BC Business Corporations Act requirements; and

(2) Manage the relationship and corporate activities of the Board of Directors.
(3) Prepare materials for Board of Directors and minutes.
(4) Track and maintain corporate records.

(5) Assist in preparation of corporate documentation and providing corporate
information to internal and external parties.

Legal Department

) Provide all legal services to TGI other than those outsourced to outside legal
counsel;

(2) Direct the provision and management of outside legal services, primarily
litigation, to TGI;

(3) Provide management of all litigation;

(4) Provide legal counsel on regulatory, environmental, marketing, employment, and
intellectual property;

(5) Ensure legal compliance for press release, financial reports and other disclosure
documents;

(6) Advise TGI on legal issues that may arise including claims, actions, real estate

and other property transactions, and contracts, including the purchase of goods and
services by TGI; and

(7 Provide general miscellaneous legal support and advice to management.

Human Resources Compensation and Planning

(1 Consult with management on the maintenance, development and governance of
employees and retiree benefit programs, pension plans, employee savings plans and
employee assistance programs;

(2) Provide assistance on annual wage and salary increases, providing labour market
comparisons, establishing and implementing ad hoc increases for long term disability and
pension recipients;
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(3) Ensure that employment practices are in compliance with applicable regulations
and legislation through development and administration of appropriate corporate policies
and procedures;

(4) Consulting and direction on disability management guidelines and policy;

(5) Oversee the annual preparation of the executive succession plan and present the
plan to the Management Resources Committee and to the Board of Directors;

(6) Corporate governance and direction regarding benefits carriers, benefits and
pension consultants, financial services providers;

(7) Corporate reporting to legislative bodies, CCRA, Statistics Canada, Pension
Standards, as required; and

(8) Corporate governance of salary and benefit administration, including executive
and management compensation.

3.162 TGI & TI Corporate Services Contract.doc June 24 09 SCA-8



Schedule A
Description of Services

SERVICES PROVIDED BY FORTIS INC. (“FORTIS”)

Executive Function

President & CEO

A. Strategic Direction

1. Present annually to the Board of Directors of Fortis (the “Board”) a strategic plan and a
business plan which must (a) be designed to achieve the corporate objectives together
with an appropriate set of performance measures, (b) identify the principal strategic and
operational risks of the business, and (c) include appropriate methods to manage the
risks;

2. Obtain Board approval for the strategic plan and the business plans of Fortis as a
precondition to the implementation of such plans;

3. Obtain Board approval for the procurement, allocation, and disposition of corporate
resources for Fortis as a precondition to such procurement, allocation or disposition of
such resources either;

in the approved Business Plan; or

b. by specific authorization of an asset transaction consistent with current business
activities in an amount in excess of $XX [insert amount] million ($XX [insert
amount] million annual aggregate) and for any share transaction (other than
increased investment in an existing affiliate within the transaction size parameters
noted above); and

4. Communicate the principal objectives and strategic plan for Fortis throughout Fortis.

B. Leadership and Management of Fortis

1. Lead Fortis with vision and values that are well understood, widely supported and
consistently followed,;

2. Foster a corporafe culture which promotes ethical practices, personal integrity and the
fulfilment of social responsibilities;

Create the appropriate environment to stimulate employee morale and productivity;
4. Manage change proactively;

Ensure continuous improvement in the quality and value of the products and services
provided by Fortis;

6. Ensure that Fortis achieves and maintains satisfactory competitive positions within its
industries; and
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7. Serve as a director of Fortis.
C. Management and Organization Structure
1. Provide advice to the Board on the appointment of all officers of Fortis;

2. Assist the Board in establishing the limits of delegated authority and responsibility in
conducting Fortis’s business;

3. Provide annually to the Board, an evaluation of the performance of each senior manager
who reports to the CEO;

4. Present for approval to the Board, an annual plan which will provide for the development
and succession of senior managers of Fortis in a timely fashion;

5. Generally develop, attract, and retain a highly motivated, effective management team;
and

6. Obtain Board approval for any proposed significant or material change in the
organizational structure of Fortis as a precondition to the implementation of such

changes.

D. Finances, Controls and Internal Systems

1. Consistently strive to achieve Fortis’s annual and long-term financial goals and
objectives;

2. Assist the Board in establishing an appropriate capital structure for Fortis;

3. Ensure that Fortis has systems in place to effectively monitor and manage the principal
risks related to the operation of the business(es);

4. Establish and maintain the integrity of Fortis’s financial controls and reporting systems
and compliance of the financial information with appropriate accounting principles;

S. Establish and monitor processes and systems designed to ensure compliance with all
applicable laws by Fortis, its officers and employees; and

6. Provide certification of financial matters, including the completeness and accuracy of
Fortis’s financial statements and, where necessary, matters relating to internal controls
over financial reporting.

E. Employee Relations

1. Ensure that a process is in place to monitor compliance with the ethical standards to be
observed by all officers and employees of Fortis, and ensure that a process is in place to
monitor divergence from the ethical standards to be observed by all employees; and

2. Establish and maintain effective communications with employees of Fortis.
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F. External Communication

1. Assist the Board in establishing and maintaining an effective communications policy with
shareholders, the financial community, the media, the community at large and other
stakeholders;

2. Ensure that Fortis contributes, and is perceived to contribute, to the well-being of the
communities it serves; and

3. Serve as the principal representative and spokesperson of Fortis.

G. Board Relations

1. Keep the Board adequately informed, on a timely basis, with respect to all events and
information which the CEO believes might materially affect Fortis, its performance,
prospects, and image;

2. Provide the assistance necessary for the Chair of the Board and committees of the Board
to carry out their duties;

3. Be entitled to attend all meetings of Board committees and provide Board committees the
assistance necessary to carry out their mandates;

4. Assist the Board in reviewing and maintaining an up-to-date position description for the
President and CEO of Fortis; and

5. Report to the Board on material use of outside consultants.

VP Finance and CFO

1. Advise and assist the Chairman of the Board and President and CEO in the development
of strategies and goals in the financial planning and structure of the Group and in the
control of the Company’s business operations.

2. Keep the CEO informed of all relevant financial information and report on the financial
status and performance of all companies in the group to the Board of Directors of Fortis
Inc.

3. Responsible for all aspects of investor relations program, including shareholder
communications and shareholder meetings.

4. Liaison with the investment community and market surveillance.

S. Ensure that procedures and systems necessary to maintain proper records and to afford
adequate accounting controls and services are implemented throughout the organization.

6. Ensure that uniform financial policies and procedures are adhered to throughout the
organization.

7. Ensure the development and maintenance of timely financial information systems.
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8. Develop and maintain effective internal and external audit activities and recommend
proper financial controls.

9. Develop and maintain suitable budgeting procedures and reviews.

10. Direct the planning and control of corporate cash requirements and major banking
relationships.

11. Review capital expenditure plans and budgeting.
12. Plan and direct corporate financing.
13. Recommend guidelines for financial transactions between companies in the Fortis Group.

14. Ensure that adequate financial personnel resources are retained and appropriately
assigned throughout the group.

15. Appraise and implement the necessary financial analysis of acquisition and/or divestiture
decisions. As demanded, manage external financial consulting resources.

16. Maintain an awareness of changes in practice and procedure within the professional
accounting field.

17. Act as CFO of subsidiary organizations when required.

General Counsel & Corporate Secretary

1. Prepare schedules, notices, agendas, resolutions, and minutes for the Boards of Directors
of Fortis Inc. and selected subsidiaries and affiliates.

7. Coordination of all communications to Board of Directors.
Operation of share purchase plans.

4. Preparation of security documents including Management Information Circulars, Annual
Information Forms and prospectuses.

5. Responsible for regulatory compliance, including annual returns to the registries of
companies, dividend disclosure, filing of annual and quarterly reports, reports to stock
exchanges, notices of Material Change, and Insider Reports.

6. Provide legal services to all corporations in the Fortis Group including, when necessary,
engagement of outside legal services.

Treasury and Taxation Function

1. Manage equity financing, including both common and preference shares, and related
prospectuses
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2. Manage debt financing, including long-term debt and credit facility borrowings as well as
borrowing rates

Maintaining the capital structure

4. Assist the VP finance and CFO appraise and implement the necessary financial analysis
of acquisition and/or divestiture decisions

5. Cash management and forecasting activities — including dividend and interest payments
and equity injections required by subsidiaries

6. Managing cash requirements of subsidiaries, as required, as it relates to intercompany
loans and required equity injections

7. Debt covenant calculations and monitoring
8. Managing hedging activities related to US dollar debt

9. Preparation of annual corporate tax returns and related foreign affiliate corporate tax
returns

10. Calculation of quarterly and annual Fortis Inc. corporate tax provision

11. Responsibility for utilization of non-capital and capital loss carryforwards of Fortis Inc.
and coordination of tax utilization plans with applicable subsidiaries

12. Managing corporate reorganizations and tax planning

13. Manage tax implications of payroll and employee benefits including researching and
advising on taxable benefits, CPP, EI and payroll tax issues

14. Preparing Fortis Inc. employee T4’s, including preparing taxable benefit calculations
15. Coordination of Fortis Inc. corporate income tax or HST audits

16. Tax research associated with tax issues and changes in tax laws

Investor Relations Function

1. Manage analyst communications — including review of analysts’
commentaries/research reports, conduct quarterly conference calls and respond to
general analyst research inquiries.

2. Manage investor communications — including the preparation and delivery of
investor presentations, road shows, web casts, teleconferences and one-on-one
meetings with existing and prospective shareholders

3. Manage shareholder communications — including responding to general
shareholder inquiries and the preparation, delivery and filing of documentation for
quarterly and annual mailings (i.e., quarterly reports, annual report, proxy,
management information circular and annual information form).
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4. Coordination and preparation of Fortis’s Annual Meeting including preparation of
the Executive’s presentation to shareholders.

5. Coordination of solicitation of proxies.
6. Preparation of Quarterly Investor Relations Reports to the Board of Directors.

Preparation, coordination and dissemination of media releases to newswire
agencies, websites and distribution lists.

8. Monitor and maintain Fortis’s media coverage.
9. Develop, host and maintain the Fortis Inc. website.
10. Monitor the websites of the Fortis Group of Companies.

11. Monitor and research the market and investment community through Bloomberg,
ThomsonOne, TSX, etc.

12. Manage and maintain the Fortis Inc. dividend reinvestment and share purchase
plans (i.e., Dividend Reinvestment and Share Purchase Plan, Consumer Share
Purchase Plan and Employee Share Purchase Plan)

13. Coordination and preparation of Fortis’s consolidated Strategic Issues document
and presentation to the Board of Directors.

14. Preparation of Fortis’s consolidated Business Plan presentation to the Board of
Directors.

15. Manage public relations — including conference participation, the preparation of
Executive speeches and responding to media inquiries.

Financial Reporting Function

1. Preparation of quarterly and annual consolidated financial statements and notes to
the financial statements and the related management discussion and analysis

2. Preparation of monthly internal consolidated and non-consolidated financial
statements of Fortis Inc.

3. Coordination with external auditors of the annual audit of the consolidated
financial statements and quarterly review of consolidated financial statements.

4. Preparation and analysis of financial information required for prospectus and
other security filing documents

5. Preparation of the Annual Information Form and providing assistance in the
preparation of the Management Information Circular

6. Assisting in responding to reviews and queries of securities regulators related to
continuous disclosure reporting
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7.

10.

11.
12.

Research current and emerging accounting policies in Canada, US and that related
to IFRS

Coordinate consistent accounting policy treatment across the Fortis group of
companies related to presentation, alternative treatments and resolution of
complex accounting policies to ensure compliance with GAAP

Oversight and coordination of conversion to International Financial Reporting
Standards across the Fortis Group of companies — including coordinating
research, organizing working group and steering committee sessions to discuss
and resolve ongoing issues and progress, monitoring and directing progress of the
overall conversion and coordination with the external auditors

Coordination and preparation of consolidated Business Plan document and
reporting to the Board of Directors

Preparation of quarterly forecasted consolidated earnings and EPS

Responsibility for maintaining internal controls over financial reporting at
Fortis Inc.

Internal Audit Function

1. Performs internal audit activities at Fortis Inc including:

a.

coordinating the Fortis Inc. CEO and CFO internal controls certification process
through maintenance of financial process documentation and annual evaluation of
internal controls over financial reporting and disclosure controls. Involves
ensuring that all Fortis subsidiaries are fully compliant in order to support
certification by the parent company;

performing quality assurance reviews of Fortis Inc. continuous disclosures
documents prior to public filing;

performing annual reviews of Fortis Inc. statutory obligations and executive
expenditures;

reporting internal audit activities to the Fortis Inc. Audit Committee on a regular
basis; and

coordinating compliance with corporate governance requirements

2. Provides oversight over the internal audit function at the Fortis subsidiary companies to:

a.

ensure corporate-wide consistency in the application of internal audit
methodologies and practices and in the reporting of audit results to management
and audit committees;
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b. coordinate annual audit program planning to ensure critical risk areas are
addressed;

coordinate corporate-wide audit projects;

d. identify opportunities for audit resource and information sharing between the
subsidiary internal audit groups;

¢. oversees audit program planning and reviews internal audit reports to
management and Audit Committees for these subsidiaries with limited internal
audit resources;

3. Administers and monitors reports of allegations of suspected improper conduct or wrong
doing via Fortis’s ethics reporting system

4. Development of a company-wide Enterprise Risk Management program approach

Board of Directors

The Board of Directors of Fortis Inc. is responsible for the stewardship of Fortis. The Board will
supervise the management of the business and affairs of Fortis and, in particular, will:

A. Strategic Planning and Risk Management

1. Adopt a strategic planning process and approve, on an annual basis, a strategic plan for
Fortis which considers, among other things, the opportunities and risks of the business;

2. Monitor the implementation and effectiveness of the approved strategic and business
plan;

3. Assist the CEO in identifying the principal risks of Fortis’s business and the
implementation of appropriate systems to manage such risks;

B. Management and Human Resources

I. Select, appoint and evaluate the CEO, and determine the terms of the CEO’s employment
with Fortis;

2. In consultation with the CEO, appoint all officers of Fortis and determine the terms of
employment, training, development and succession of senior management (including the
processes for appointing, training and evaluating senior management);

3. To the extent feasible, satisfy itself as to the integrity of the CEO and other officers and
the creation of a culture of integrity throughout Fortis;

C. Finances, Controls and Internal Systems
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1. Review and approve all material transactions including acquisitions, divestitures,
dividends, capital allocations, expenditures and other transactions which exceed threshold
amounts set by the Board (including equity contributions to subsidiaries to support the
investment in rate base to serve customers;

2. Evaluate Fortis’s internal controls relating to financial and management information
systems;

D. Communications

1. Adopt a communication policy that seeks to ensure that effective communications,
including statutory communication and disclosure, are established and maintained with
employees, shareholders, the financial community, the media, the community at large and
other security holders of Fortis;

2. Establish procedures to receive feedback from stakeholders of Fortis and communications
to the independent directors as a group;

E. Governance

1. Develop Fortis’s approach to corporate governance issues, principles practices and
disclosure; :

2. Establish appropriate procedures to evaluate director independence standards and allow
the Board to function independently of management;

3. Appoint from among the directors an audit committee and such other committees of the
Board as deemed appropriate and delegate responsibilities thereto in accordance with
their mandates;

4. Develop and monitor policies governing the operation of subsidiaries through exercise of
Fortis’s shareholder positions in such subsidiaries;

5. Develop and monitor compliance with Fortis’s code of conduct;

6. Set expectations and responsibilities of directors, including attendance at, preparation for
and participation in meetings; and

7. Evaluate and review the performance of the Board, each of its committees and its
members.
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THIS AMENDING AGREEMENT is made effective January 1, 2012 (the “Effective
Date”).

BETWEEN:
FORTISBC ENERGY INC.
(formerly Terasen Gas Inc.)
16705 Fraser Highway
Surrey, British Columbia, V4N 0E8

(hereinafter referred to as “FEI")

OF THE FIRST PART
AND:
FORTISBC HOLDINGS INC.
(formerly Terasen Inc.)
10t Floor, 1111 West Georgia Street
Vancouver, British Columbia, V6E 4M4
(hereinafter referred to as “FHI")
OF THE SECOND PART
WHEREAS:

A, FEI and FHI entered into an agreement dated as of January 1, 2010 (the
“Agreement”); and

B. The parties are now desirous of amending the Agreement on the following terms
and conditions.

NOW THEREFORE, in consideration of the mutual promises herein and other good and
valuable consideration (the receipt and sufficiency of which is hereby acknowledged), the
parties hereby covenant and agree as follows:

1. In this Amending Agreement, capitalized words and expressions used shall have
the same meanings as are respectively assigned to them in the Agreement.

2. All references to “Terasen Gas Inc.” and “TGI” shall be deleted and replaced
with “FortisBC Energy Inc.” and “FEI” respectively.

3. All references to “Terasen Inc.” and “Terasen” shall be deleted and replaced with
“FortisBC Holdings Inc.” and “FHI” respectively.
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Clause 3.1 shall be deleted and replaced with the following:

“3.1 Compensation for Services and Shared Costs

FEI agrees to pay to FHI for the Services to be provided and for a proportionate share of the
common expenses incurred by FHI such as shareholder expenses and director compensation the
amount of $10,719,700 per annum for the period of January 1, 2012 to December 31,2012 ona
take-or-pay basis and the amount of $11,030,900 per annum for the period of January 1, 2013 to
December 31, 2013 on a take-or-pay basis.”

This Amending Agreement shall be read together with the Agreement as
modified.

This Amending Agreement shall be governed by and construed in accordance
with the laws of the Province of British Columbia and the parties agree to attorn
to the jurisdiction of the courts of British Columbia.

Words importing the singular include the plural and vice versa; words importing
the masculine gender include the feminine and neuter genders; and words
importing persons include individuals, sole proprietors, corporations,
partnerships and unincorporated associations.

This Amending Agreement may be executed in counterparts with the same effect
as if all parties had signed the same document. All counterparts will be

construed together and will constitute one agreement.

All unamended terms and conditions shall remain in full force and effect.

IN WITNESS WHEREOF, the parties hereto have executed this Amending Agreement
effective the Effective Date.

FORTISBC ENERGY INC.

By:
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THIS AMENDING AGREEMENT #2 is made effective January 1, 2014 (the “Effective

Date”).
BETWEEN:
FORTISBC ENERGY INC.
16705 Fraser Highway
Surrey, British Columbia, V4N OE8
(hereinafter referred to as “FEI”)
OF THE FIRST PART
AND:
FORTISBC HOLDINGS INC,
10t Floor, 1111 West Georgia Street
Vancouver, British Columbia, V6E 4M4
(hereinafter referred to as “FHI")
OF THE SECOND PART
WHEREAS:
A.  FEI and FHI entered into an agreement dated as of January 1, 2010 and amended

B.

by an Amending Agreement dated January 1, 2012 (collectively, the “ Agreement”);
and

The parties are now desirous of amending the Agreement on the following terms
and conditions.

NOW THEREFORE, in consideration of the mutual promises herein and other good and
valuable consideration (the receipt and sufficiency of which is hereby acknowledged), the
parties hereby covenant and agree as follows:

1.

In this Amending Agreement, capitalized words and expressions used shall have
the same meanings as are respectively assigned to them in the Agreement.

Clause 3.1 shall be deleted and replaced with the following:

“3.1 Compensation for Services and Shared Costs

FEI agrees to pay to FHI for the Services to be provided and for a proportionate share of the
common expenses incurred by FHI such as shareholder expenses and director compensation at an
amount, on a take-or-pay basis, to be agreed upon in writing between FEI and FHI from time to
time.”
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7.

This Amending Agreement shall be read together with the Agreement as
modified.

This Amending Agreement shall be governed by and construed in accordance
with the laws of the Province of British Columbia and the parties agree to attorn
to the jurisdiction of the courts of British Columbia.

Words importing the singular include the plural and vice versa; words importing
the masculine gender include the feminine and neuter genders; and words
importing persons include individuals, sole proprietors, corporations,

- partnerships and unincorporated associations.

This Amending Agreement may be executed in counterparts with the same etfect
as if all parties had signed the same document. All counterparts will be
construed together and will constitute one agreement.

All unamended terms and conditions shall remain in full force and effect.

IN WITNESS WHEREOF, the parties hereto have executed this Amending Agreement
effective the Effective Date.

FORTISBC[@G\/{DC.
/
By: iy / ﬂ\

N N '
Title:(:% EV[@\M &C/QO

FORTISBC HOLDINGS INC.

By:

) /}Z Z//;

L= T o

Tie: CFOK, Vceasvey
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MUTUAL SHARED SERVICES AGREEMENT

THIS AGREEMENT is made effective the 15t day of July, 2010.

BETWEEN:

AND:

FORTISBC ENERGY INC,, a corporation formed under the laws of
British Columbia having an office at 1000-1111 West Georgia Street,
Vancouver, British Columbia, V6E 4M3

(hereinafter “FEI")

FORTISBC INC., a corporation formed under the laws of British
Columbia, having an office at Suite 100, 1975 Springfield Road,
Kelowna, British Columbia, V1Y 7V7

(hereinafter "FBC")

WHEREAS

A. FEI and FBC are both wholly owned subsidiaries of Fortis Inc.

B. FEI and FBC each require certain services on an as required basis.

C. FEI and FBC are each willing to provide the Services to the other on the terms

and conditions contained in this Agreement.

WITNESSETH THAT, in consideration of the covenants and agreements herein
contained, the parties covenant and agree as follows:

PART1
INTERPRETATION

1.1 Definitions

In and for the purpose of this Agreement

(@)  “Applicable Laws” means any and all Laws in force and effect from time
to time and applicable to the performance of the Services hereunder;

(b)  “Governmental Authority” means any domestic or foreign, national,
federal, provincial, state, municipal or other local government or body
and any division, agent, commission, board, or authority of any quasi-
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(©)

(d)

(e)

governmental or private body exercising any statutory, regulatory,
expropriation or taxing authority under the authority of any of the
foregoing, and any domestic, foreign, international, judicial, quasi-judicial,
arbitration or administrative court, tribunal, commission, board or panel
acting under the authority of any of the foregoing;

“Laws” means all constitutions, treaties, laws, statutes, codes, ordinances,
orders, decrees, rules, regulations and municipal by-laws, whether
domestic, foreign or international, any judgements, orders, writs,
injunctions, decision, rulings, decrees, and awards of any Governmental
Authority, and any published policies or guidelines of any Governmental
Authority and including, without limitation, any principles of common
law and equity,

“Person” includes any individual, corporation, body corporate,
partnership, joint venture, association, trust, estate, incorporated or
unincorporated association, any government or governmental authority
however designated or constituted or any other entity of whatever nature,

“Services” means the professional and management services to be
provided by FEI or by FBC respectively, as required by the each of the
parties from time to time.

1.2 Interpretation

In and for the purpose of this Agreement

1)

2)

3)

4)

5)

this “Agreement” means this agreement as the same may from time to time
be modified, supplemented or amended in effect,

1

any reference in this Agreement to a designated “Article”, “section” or other
subdivision is to the designated Article, section or other subdivision of this
Agreement,

the words “herein”, “hereof” and “hereunder” and other words of similar
import refer to this Agreement as a whole and not to any particular Article,
section or other subdivision,

the headings are for convenience only and do not form a part of this
Agreement and are not intended to interpret, define or limit the scope, extent
or intent of this Agreement,

the singular of any term includes the plural, and vice versa, the use of any
term is generally applicable to any gender and, where applicable, a
corporation, the word “or” is not exclusive and the word “including” is not
limiting (whether or not non-limiting language (such as “without limitation”
or “but not limited to” or words of similar import) is used with reference
thereto), and
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6) each word and phrase used herein and not otherwise defined herein, but
which has an accepted meaning in the custom and usage of the Canadian
utility industry, shall have such accepted meaning.

1.3 Governing Law

Subject to Section 7.1, this Agreement will be interpreted and the rights and
remedies of the parties hereto will be determined in accordance with the laws of
the Province of British Columbia.

PART 2

SERVICES

2.1 Services

Each party hereby agrees to provide to the other the Services on an as required
basis and to the extent the party providing the Services has the capacity, as
determined by it in its sole discretion, to provide such Services.

2.2 No Obligation to Provide Additional Services

Neither party shall perform, and shall have no obligation to perform, any
services to the other except as set out in this Agreement or any similar
agreement.

2.3 Independent Contractor

Nothing in this Agreement shall be construed to create or constitute a
partnership or relationship of joint venture between FEI and FBC. In performing
the Services, each party shall be an independent contractor. FEI employees and
FBC employees shall not be considered employees of the other party for any
purpose.

2.4 Compliance

In performing the Services, each party will comply with all Applicable Laws and
its own applicable standards and policies.
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2.5 Confidentiality

The party providing the Services will comply with confidentiality or non-
disclosure agreements between the party receiving the Services and any other
Person with respect to information required for the Services. Each party waives
any right of confidentiality as between the two parties with respect to any
information provided by such party to the other party’s employees in the course
of providing Services.

2.6 Protection of Personal Information

The party providing the Services will comply with any protection of personal
information policy of the party receiving the Services.

PART 3
COMPENSATION

3.1 Compensation for Services and Shared Costs

The party receiving Services agrees to reimburse the party providing Services for
all reasonable expenses it has incurred in providing such Services, including,
without limitation, such portion of the annual salary and benefits of relevant
employees as is determined by the party providing Services to be allocable to the
party receiving Services based on the nature and extent of Services actually
provided during the applicable period.

3.2 Invoicing

The party providing Services will invoice the other in respect of the Services no
later than the 25t day following the end of the month in which such Services are
provided or in such other manner as the parties may agree.

3.3 Payment

(a)  Except with respect to those portions of an invoice which are the subject of
a bona fide dispute between the parties, the party receiving Services shall
within thirty (30) days after receipt of an invoice from the party providing
Services, pay the amount specified in such invoice.

(b) Any amount to be remitted by the party receiving Services and not
remitted on or before the date on which it is due shall thereafter bear
interest at rate of 1.5% per month (18% per annum).
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3.4 Taxes

Notwithstanding any other provision of this Agreement, the amounts paid or
payable by one party to the other in accordance with this Agreement are
exclusive of any value added taxes or sales taxes, which are now, or may become
during the term of this Agreement, applicable to the provision of the Services.
Each party shall pay to the other party any value added taxes or sales tax which
one party is obligated to collect from the other at the time such taxes are due and
payable.

PART 4
INDEMNIFICATION AND LIMITATION OF LIABILITY

4.1 Indemnity by FBC

Subject to Section 4.4 , FBC will indemnify, defend and hold harmless FEI and its
directors, officers, employees, agents and contractors, from and against any
claim, demand, loss, liability, action, lawsuit or other proceeding, judgement or
award, and cost or expense (including reasonable legal fees and disbursements)
which they may suffer or incur arising directly or indirectly, in whole or in part,
in connection with this Agreement or with FEI's provision of the Services, except
and to the extent, if any, that the same results from or arises out of the wilful
misconduct or gross negligence of FEI.

4.2 Indemnity by FEI

Subject to Section 4.4, FEI will indemnify, defend and hold harmless FBC and its
directors, officers, employees, agents and contractors, from and against any
claim, demand, loss, liability, action, lawsuit or other proceeding, judgement or
award, and cost or expense (including reasonable legal fees and disbursements)
which they may suffer or incur arising directly or indirectly, in whole or in part,
in connection with this Agreement or with FBC’s provision of the Services,
except and to the extent, if any, that the same results from or arises out of the
wilful misconduct or gross negligence of FBC.

4.3 Limitation of Liability of party providing Services

Neither the party providing Services nor any of its directors, officers, employees,
agents or contractors will be liable to the other for any claim, demand, loss,
liability, action, lawsuit or other proceeding, judgement or award, or cost or
expense (including reasonable legal fees and disbursements) which the party
receiving Services may suffer or incur arising directly or indirectly, in whole or in
part, in connection with this Agreement or with the provision of the Services,
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except and to the extent, if any, that the same results from or arises out of the
wilful misconduct or gross negligence of the party providing Services.

4.4 Consequential Losses

Each party acknowledges and agrees that notwithstanding anything else in this
Agreement, in no event shall a party or any of their officers, directors, employees,
shareholders, agents, or representatives be liable to the other party, any of its
affiliates, or any other party for any special, indirect, incidental, exemplary, or
consequential damages or loss of goodwill whether such liability is based on
contract, tort, negligence, strict liability, or otherwise, in any way arising from or
relating to this Agreement or the performance or non-performance of the
Services, even if the party has been notified of the possibility or likelihood of
such damages occurring,.

PART 5
REPRESENTATIONS AND WARRANTIES

5.1 Representations and Warranties of FEI

FEI hereby represents and warrants to FBC as representations and warranties
which are true as at the date hereof and which will be true during the term of
FEI's appointment hereunder:

(a)  FEIis a corporation duly organized, validly existing and in good standing
under the laws of its jurisdiction of incorporation, and FEI has full power
and authority to perform its obligations hereunder; and

(b)  this Agreement constitutes a valid and binding obligation of FEI
enforceable in accordance with its terms, except that (i) such enforcement
may be subject to bankruptcy, insolvency, reorganization, moratorium or
other similar laws now or hereafter in effect relating to creditors’ rights,
and (ii) the remedy of specific performance and injunctive or other forms
of equitable relief may be subject to equitable defences and to the
discretion of the court before which any proceeding therefore may be
brought.

5.2 Representations and Warranties of FBC

FBC hereby represents and warrants to FEI as representations and warranties
which are true as at the date hereof and which will be true during the term of
FEI's appointment hereunder:

(@ FBC is a corporation duly organized, validly existing and in good
standing under the laws of its jurisdiction of incorporation, and FBC has
full power and authority to perform its obligations hereunder; and
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(b)  this Agreement constitutes a valid and binding obligation of FBC
enforceable in accordance with its terms, except that (i) such enforcement
may be subject to bankruptcy, insolvency, reorganization, moratorium or
other similar laws now or hereafter in effect relating to creditors” rights,
and (ii) the remedy of specific performance and injunctive or other forms
of equitable relief may be subject to equitable defences and to the
discretion of the court before which any proceeding therefore may be
brought.

PART 6
DURATION, TERMINATION AND DEFAULT

6.1 Effective Date and Term

This Agreement will be effective from July 1, 2010 and will end on December 31,
2011, unless earlier terminated pursuant to the provisions hereof. Thereafter this
Agreement will automatically be renewed for further one (1) year terms from
January 1 to December 31, subject to Section 6.2 below.

6.2 Termination

This Agreement may be terminated by either FEI or FBC in their sole and
absolute discretion at any time by giving fourteen (14) days notice after receipt
by either FEI or FBC of written notice thereof from the other party. Such
termination shall not affect any rights of the parties which have accrued prior to
the date of termination and shall not relieve any party from its obligations which
have arisen during the term of this Agreement.

6.3 Duties Upon Termination

Upon expiry or termination of this Agreement for any reason, each party will
have no further obligations under Part 2 and will promptly deliver to the other
any material documents in the possession of each pertaining to the business of
the other.

6.4 Compensation of party providing Services on Expiry or Termination

Within one (1) month after the expiry or termination of this Agreement, each
party will pay to the other all amounts owing hereunder (including any amount
owing on account of the fees provided for in Part 3 calculated up to the date of
expiry or termination); provided that for the purposes of this section, the fees
provided for in Part 3 which are payable to the party providing Services on a
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monthly, annual or other periodic basis will be deemed to accrue due and be
payable on a daily basis.

PART 7
ARBITRATION

7.1 Arbitration

Any dispute between FEI and FBC regarding any allegation that FEI or FBC is in
breach of this Agreement, may be submitted to and settled by arbitration in
accordance with the provisions of this Section 7.1. Arbitration proceedings may
be commenced by the party desiring arbitration giving notice to the other party
specifying the matter to be arbitrated and requesting arbitration thereof. Such
arbitration will be carried out by a single arbitrator and in accordance with the
rules of National Arbitration Rules of the ADR Institute of Canada Inc. from time
to time in force and effect. If the parties are unable to agree upon an arbitrator
within ten (10) days after delivery of such notice, either of them may make
application to court for appointment of an arbitrator. In the event of the failure,
refusal or inability of an arbitrator to act, or continue to act, a new arbitrator will
be appointed, which appointment will be made in the same manner as provided
above. The decision of an arbitrator appointed as under this Section 7.1 will be
final and binding upon the parties and not subject to appeal. The arbitrator will
have the authority to assess the costs of the arbitration against either or both of
the parties, provided that each party will bear its own witness and counsel fees.
The parties will fully co-operate with the arbitrator and provide all information
reasonably requested by the arbitrator. Judgement on the award of the arbitrator
may be entered in any court having jurisdiction over the party against which
enforcement of the award is being sought. Each party hereby irrevocably
submits and consents to the jurisdiction of any such court for the purpose of
rendering a judgement of any such award.

PART 8
MISCELLANEOUS

8.1 Notice

Any notice, direction or other communication required or permitted to be given
hereunder must be in writing and will be sufficiently given if delivered or sent
by facsimile to the party from whom it is intended at the address of such party
shown on the first page of this Agreement. Any notice, direction or other
communication so given will be deemed to have been given and to have been
received on the day of delivery, if delivered, or on the day of sending if sent by

3. 374 FBC and FEI Mutual Shared Services Agreement (Final).docx 8



facsimile (provided such day of delivery or sending is a Business Day and, if not,
then on the first Business Day thereafter). Each party hereto may change its
address for notice by notice given in the manner aforesaid.

8.2 Assignment

Neither party hereto may assign this Agreement or any of its rights hereunder
without the prior written consent of the other party, such consent not to be
unreasonably withheld.

8.3 Amendments

Any amendment or modification of this Agreement must be in writing and
signed by the party against which such amendment or modification is sought to
be enforced.

8.4 Severability

If any term or condition of this Agreement or the application hereof is
determined judicially or otherwise to be invalid or unenforceable, the remainder
of this Agreement and the application thereof shall not be affected and shall
remain in full force and effect.

8.5 Entire Agreement

This Agreement constitutes the entire agreement between the parties pertaining
to the subject matter hereof. There are no representations, warranties, covenants
or agreements between the parties in connection with such subject matter except
as specifically set forth or referred to in this Agreement.

[Intentionally Blank. Signature Page Follows.
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8.6 Counterparts, Facsimile

This Agreement may be executed by the execution of one or more counterparts
of the execution page, which will be taken together and constitute the execution
page, and one or more of such counterparts may be delivered by facsimile
fransmission.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement effective as
of the day and year before written.

FORTISBC ENERGY INC.
By: i

Name: zdxoqar .qu[/ﬂnfom'ck'
U

Title: Vice //}:"LQI‘LIGIV/’_ Eqéﬁ(( 4€/CO

FORTISB(;_._/{NC.

P s fod =
[/ II..

Name: Scott Thomson

By:

Tiﬂe:_é.yacuﬁvu: V«é;? .//:ﬁ@g/‘aﬂe,d‘f} /:mtu’)(e,
Kéjf/[&zf”@f«/ o 50997 §uﬂp/7
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SHARED SERVICES - FEI AND FEVI



AMENDED AND RESTATED
SHARED SERVICES AGREEMENT

THIS AGREEMENT is made effective January 1, 2014 (the “Effective Date”).
BETWEEN:

FORTISBC ENERGY (VANCOUVER ISLAND) INC.
(formerly, Terasen Gas (Vancouver Island) Inc.)

16705 Fraser Highway,

Surrey, British Columbia

V4N OE8

(“FEVI”)

FORTISBC ENERGY INC.
(formerly, Terasen Gas Inc.)
16705 Fraser Highway,
Surrey, British Columbia
V4N OES8

(“FEI”)
WHEREAS

A. FEVI is the owner and operator of the natural gas transmission and distribution facilities
in British Columbia serving the communities of Vancouver Island and the Sunshine
Coast (the “Facilities”); and

B. FEVI wishes to retain FEI to provide certain administrative and management services to
it in respect to the ownership and common management of the operation of its
transmission pipeline and distribution business and to receive services on an as and when
required basis from third party contractors retained by FEI on the terms and conditions
set out herein.
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WITNESSES that, in consideration of the covenants and agreements herein contained, the
parties covenant and agree as follows:

PART 1
INTERPRETATION

1.1 Definitions

In and for the purpose of this Agreement

(a)  “Applicable Laws” means any and all Laws in force and effect from time to time
and applicable to the Facilities and the performance of the Services hereunder;

(b)  “Force Majeure” has the meaning assigned to such term in Section 9.1;

(©)  “Governmental Authority” means any domestic or foreign, national, federal,
provincial, state, municipal or other local government or body and any division,
agent, commission, board, or authority of any quasi-governmental or private body
exercising any statutory, regulatory, expropriation or taxing authority under the
authority of any of the foregoing, and any domestic, foreign, international,
judicial, quasi-judicial, arbitration or administrative court, tribunal, commission,
board or panel acting under the authority of any of the foregoing;

(d) “Laws” means all constitutions, treaties, laws, statutes, codes, ordinances, orders,
decrees, rules, regulations and municipal by-laws, whether domestic, foreign or
international, any judgements, orders, writs, injunctions, decision, rulings,
decrees, and awards of any Governmental Authority, and any published policies
or guidelines of any Governmental Authority and including, without limitation,
any principles of common law and equity,

(¢)  “Person” includes any individual, corporation, body corporate, partnership, joint
venture, association, trust, estate, incorporated or unincorporated association, any
government or governmental authority however designated or constituted or any
other entity of whatever nature,

® “Services” means the administrative and management services to be provided to
FEVI by FEI and as more particularly described in Section 2.1 and any services
provided on an as and when required basis under contract to FEI by a third party
contractor which services are used by or provide benefit to FEVIL

1.2 Schedules

The following are the schedules attached to, and are incorporated by reference into, this
Agreement:

Schedule “A” Description of Services

Schedule “B” Shared Service Fee
1.3 Interpretation

In and for the purpose of this Agreement,
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1) this “Agreement” means this agreement as the same may from time to time be
modified, supplemented or amended in effect,

2) any reference in this Agreement to a designated “Article”, “Section” or other
subdivision is to the designated Article, Section or other subdivision of this
Agreement,

3) the words “herein”, “hereof” and “hereunder” and other words of similar import refer
to this Agreement as a whole and not to any particular Article, Section or other
subdivision,

4) the headings are for convenience only and do not form a part of this Agreement and
are not intended to interpret, define or limit the scope, extent or intent of this
Agreement,

5) the singular of any term includes the plural, and vice versa, the use of any term is
generally applicable to any gender and, where applicable, a corporation, the word
“or” is not exclusive and the word “including” is not limiting (whether or not non-
limiting language (such as “without limitation” or “but not limited to” or words of
similar import) is used with reference thereto), and

6) each word and phrase used herein and not otherwise defined herein, but which has an
accepted meaning in the custom and usage of the Western Canadian oil and gas
transportation industry, shall have such accepted meaning.

1.4 Governing Law

Subject to Section 9.1, this Agreement will be interpreted and the rights and remedies of
the parties hereto will be determined in accordance with the laws of the Province of British
Columbia.

PART 2
SERVICES
2.1 Services
FEI hereby agrees to provide to FEVI the Services, including those administrative and
management services described in Schedule “A”.
2.2 No Obligation to Provide Additional Services

FEI shall not perform, and FEI shall have no obligation to perform, any services on
behalf of FEVI in respect of the Facilities other than as set out in this Agreement or any similar
agreement.

2.3 Consultation with FEVI

FEI will consult with FEVI as required in connection with the performance of the
Services.
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2.4 Independent Contractor

Nothing in this Agreement shall be construed to create or constitute a partnership or
relationship of joint venture between FEI and FEVI. In performing the Services, FEI shall be an
independent contractor. FEI employees shall not be considered employees of FEVI for any

purpose.

2.5 Compliance
In performing the Services, FEI will comply with all Applicable Laws.

PART 3
COMPENSATION

3.1 Compensation for Services

FEVI agrees to pay compensation to FEI for the Services in accordance with this Section
3.1. FEVI agrees to pay to FEI the Shared Service Fee as set out in Schedule “B” for the
administrative and management services provided by FEI employees and FEVI agrees to pay for
the Services provided by a third party contractor retained by FEI, such portion of the amount
invoiced by the third party contractor as is determined by FEI to be allocable to FEVI based on
the nature and extent of third party services actually received in the applicable period. .

3.2 Amendment to Costs

The amounts set out in Schedule “B” may be amended from time to time by agreement
between the parties to reflect any material change in the cost of providing the Services or in the
business operations of FEVI.

3.3 Invoicing

FEI will invoice FEVI (the “Invoice”) in respect of the Services no later than the 25™ day
following the end of the month in which such Services are provided or in such other manner as
the parties may agree.

3.4 Payment

(@)  Except with respect to those portions of an Invoice which are the subject of a
bona fide dispute between the parties, invoices shall be payable within thirty (30) days from the
date of the invoice.

(b)  Any amount to be remitted by FEVI to FEI and not remitted on or before the date
on which it is due shall thereafter bear interest at an annual rate equal to the prime rate of interest
of the Toronto-Dominion Bank (or its successor or permitted assign) (Toronto, Main Branch)
plus one percent (1%) calculated daily from the date the amounts become due.

(©) FEI will prepare financial accounting of the actual costs and the allocated costs,
and will make adjustments based on additional amount to be paid by FEVI or return an
overpayment.
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(d)  Payments due and owing as a result of the accounting will be paid no later then
the end of the first quarter of the following year.

3.5 Taxes

Notwithstanding any other provision of this Agreement, the amounts paid or payable by
one party to the other in accordance with this Agreement are exclusive of any value added taxes
or sales taxes, which are now, or may become during the term of this Agreement, applicable to
the provision of the Services. Each party shall pay to the other party any value added taxes or
sales tax which one party is obligated to collect from the other at the time such taxes are due and
payable.

PART 4
INDEMNIFICATION AND LIMITATION OF LIABILITY

4.1 Indemnity by FEVI

Subject to Section 4.4, FEVI will indemnify, defend and hold harmless FEI and its
directors, officers, employees, agents and contractors, from and against any claim, demand, loss,
liability, action, lawsuit or other proceeding, judgement or award, and cost or expense (including
reasonable legal fees and disbursements) which they may suffer or incur arising directly or
indirectly, in whole or in part, in connection with this Agreement or with FEI’s provision of the
Services, except and to the extent, if any, that the same results from or arises out of the wilful
misconduct or gross negligence of FEI.

4.2 Limitation of Liability of FEI

Neither FEI nor any of its directors, officers, employees, agents or contractors will be
liable to FEVI for any claim, demand, loss, liability, action, lawsuit or other proceeding,
judgement or award, or cost or expense (including reasonable legal fees and disbursements)
which FEVI may suffer or incur arising directly or indirectly, in whole or in part, in connection
with this Agreement or with FEI’s provision of the Services, except and to the extent, if any, that
the same results from or arises out of the wilful misconduct or gross negligence of FEL

4.3 Indemnity by FEI

Subject to Section 4.4, FEI will indemnify, defend and hold harmless FEVI from and
against any claim, demand, loss, liability, action, lawsuit or other proceeding, judgement or
award and cost or expense (including reasonable legal fees and disbursements) which FEVI may
suffer or incur as a result of any act or omission or error of judgement as a result of which FEI is
adjudged to have been guilty of wilful misconduct or gross negligence.

4.4 Consequential Losses

Neither party hereto will be liable to the other, whether based in contract, tort (including
negligence and strict liability), under warranty or otherwise for special indirect, incidental or
consequential loss or damage whatsoever, including without limitation, loss of use of equipment
or facilities and loss of profits or revenues.
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PART 5
COVENANTS OF FEVI

5.1 Covenants by FEVI

FEVI covenants and agrees to:

(a)

(b)

fully co-operate with FEI in respect of all matters contemplated by or within the
scope of this Agreement; and

pay on or before the due date thereof all amounts payable by FEVI to FEI or any
other Person pursuant to or as contemplated by this Agreement.

PART 6
REPRESENTATIONS AND WARRANTIES

6.1 Representations and Warranties of FEI

FEI hereby represents and warrants to FEVI as representations and warranties which are
true as at the date hereof and which will be true during the term of FEI’s appointment hereunder:

(a)

(b)

(©

FEI is a corporation duly organized, validly existing and in good standing under
the laws of its jurisdiction of incorporation, and FEI has full power and authority
to perform its obligations hereunder,

this Agreement constitutes a valid and binding obligation of FEI enforceable in
accordance with its terms, except that (i) such enforcement may be subject to
bankruptcy, insolvency, reorganization, moratorium or other similar laws now or
hereafter in effect relating to creditors’ rights, and (ii) the remedy of specific
performance and injunctive or other forms of equitable relief may be subject to
equitable defences and to the discretion of the court before which any proceeding
therefore may be brought; and

FEI possesses all of the skills and personnel required to provide the Services.

6.2 Representations and Warranties of FEVI

FEVI hereby represents and warrants to FEI as representations and warranties which are
true as at the date hereof and which will be true during the term of FEI’s appointment hereunder:

(a)

(b)

FEVI is a corporation duly organized, validly existing and in good standing under
the laws of its jurisdiction of incorporation, and FEVI has full power and
authority to perform its obligations hereunder; and

this Agreement constitutes a valid and binding obligation of FEVI enforceable in
accordance with its terms, except that (i) such enforcement may be subject to
bankruptcy, insolvency, reorganization, moratorium or other similar laws now or
hereafter in effect relating to creditors’ rights, and (ii) the remedy of specific
performance and injunctive or other forms of equitable relief may be subject to
equitable defences and to the discretion of the court before which any proceeding
therefore may be brought.
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PART 7
DURATION, TERMINATION AND DEFAULT
7.1 Effective Date and Term

This Agreement will be effective from January 1, 2014 and will continue until December
31, 2014, unless terminated earlier pursuant to the provisions hereof. Thereafter the Agreement
will automatically be renewed for further one (1) year terms subject to Sections 7.2 and 7.3
below.

7.2 Termination
FEI’s appointment hereunder may be terminated at any time:
(@ by FEI giving FEVI written notice of such termination:

(1) if FEVI becomes insolvent, admits in writing its inability to pay its debts
as they become due or commits or threatens to commit an act of
bankruptcy or if FEVI makes a general assignment for the benefit of
creditors, or any proceeding is instituted by or against FEVI seeking to
adjudicate it a bankrupt or an insolvent or seeking the dissolution,
winding-up or liquidation of FEVI or a reorganization, arrangement,
moratorium, adjustment, compromise, readjustment of debt or
composition of it or its debts under any law relating to bankruptcy,
insolvency, moratorium, reorganization or relief of debtors or seeking the
appointment of a receiver, receiver-manager, interim receiver, trustee,
custodian, liquidator or other similar official or Person for it, or FEVI
consents by answer, acquiescence or otherwise to the institution of any
such proceeding against it; and

(i)  in the event FEVI breaches this Agreement and fails to cure such breach
within thirty (30) days after receipt by FEVI of written notice thereof from
FEI or, if such breach is not capable of being cured within such thirty (30)
day period, fails to commence in good faith the curing of such breach
forthwith upon receipt of written notice thereof from FEI and to continue
to diligently pursue the curing of such breach thereafter until cured and, in
either case, the allegation of FEI that FEVI is in breach is conceded to be
correct by FEVI or found to be correct by an arbitrator pursuant to Section
8.1;

(b) by FEVI giving FEI written notice of such termination:

@) if FEI becomes insolvent, admits in writing its inability to pay its debts as
they become due or commits or threatens to commit an act of bankruptcy
or if FEI makes a general assignment for the benefit of creditors, or any
proceeding is instituted by or against FEI seeking to adjudicate it a
bankrupt or an insolvent or seeking the dissolution, winding-up or
liquidation of FEI or a reorganization, arrangement, moratorium,
adjustment, compromise, readjustment of debt or composition of it or its
debts under any law relating to bankruptcy, insolvency, moratorium,
reorganization or relief of debtors or seeking the appointment of a
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receiver, receiver-manager, interim receiver, trustee, custodian, liquidator
or other similar official or Person for it, or FEI consents by answer,
acquiescence or otherwise to the institution of any such proceeding against
it; and

(i)  in the event FEI breaches this Agreement and fails to cure such breach
within thirty (30) days after receipt by FEI of written notice thereof from
FEVI or, if such breach is not capable of being cured within such thirty
(30) day period, fails to commence in good faith the curing of such breach
forthwith upon receipt of written notice thereof from FEVI and to continue
to diligently pursue the curing of such breach thereafter until cured and, in
either case, the allegation of FEVI that FEI is in breach is conceded to be
correct by FEI or found to be correct by an arbitrator pursuant to Section
8.1.

7.3 Termination Without Cause

Notwithstanding Section 7.2 above either party may, upon obtaining the other party’s
written consent, terminate this Agreement without penalty or damages upon giving thirty (30)
days written notice.

7.4 Duties Upon Termination

Upon expiry or termination of this Agreement for any reason, FEI will have no further
obligations under Article 2 and will promptly deliver to FEVI any material documents in the
possession of FEI pertaining to the business of FEVL

7.5 Compensation of FEI on Expiry or Termination

Within one (1) month after the expiry or termination of this Agreement, FEVI will pay to
FEI all amounts owing to FEI hereunder (including any amount owing on account of the fees
provided for in Article 3 calculated up to the date of expiry or termination); provided that for the
purposes of this Section, the fees provided for in Article 3 which are payable to FEI on a
monthly, annual or other periodic basis will be deemed to accrue due and be payable on a daily
basis.

PART 8
ARBITRATION
8.1 Arbitration

For purposes of Section 7.2, any dispute between FEI and FEVT regarding any allegation
that FEVI or FEI is in breach of this Agreement, may be submitted to and settled by arbitration
in accordance with the provisions of this Section 8.1. Arbitration proceedings may be
commenced by the party desiring arbitration giving notice to the other party specifying the
matter to be arbitrated and requesting arbitration thereof. Such arbitration will be carried out by
a single arbitrator and in accordance with the Rules of Procedure for Commercial Mediation of
The Canadian Foundation for Dispute Resolution from time to time in force and effect. If the
parties are unable to agree upon an arbitrator within ten (10) days after delivery of such notice,
either of them may make application to court for appointment of an arbitrator. In the event of the
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failure, refusal or inability of an arbitrator to act, or continue to act, a new arbitrator will be
appointed, which appointment will be made in the same manner as provided above. The
decision of an arbitrator appointed as under this Section 8.1 will be final and binding upon the
parties and not subject to appeal. The arbitrator will have the authority to assess the costs of the
arbitration against either or both of the parties, provided that each party will bear its own witness
and counsel fees. The parties will fully co-operate with the arbitrator and provide all information
reasonably requested by the arbitrator. Judgement on the award of the arbitrator may be entered
in any court having jurisdiction over the party against which enforcement of the award is being
sought. Each party hereby irrevocably submits and consents to the jurisdiction of any such court
for the purpose of rendering a judgement of any such award.

PARTY
FORCE MAJEURE
9.1 Force Majeure

In and for the purposes of this Agreement, “Force Majeure” shall mean anyone or more
of the following events:

(a) an act of God;

(b) a war, revolution, insurrection, riot, blockade, or any other unlawful act against
public order or authority;

(c) a strike, lockout or other industrial disturbance;
(d)  astorm, fire, flood, explosion, earthquake or lightning;
(e) a governmental restraint; or

® any other event (whether or not of the kind enumerated in 9.1(a) to (e) above)
which is not reasonably within the control of the party hereto claiming suspension
of its obligations hereunder due to Force Majeure.

9.2 Performance Prevented by Force Majeure

If either party hereto is prevented by Force Majeure from carrying out any of its
obligations hereunder, the obligations of such party, insofar as its obligations are affected by
Force Majeure, shall be suspended while (but only so long as) Force Majeure continues to
prevent the performance of such obligations. Any party prevented from carrying out any
obligation by Force Majeure shall promptly give the other party hereto notice of Force Majeure
including reasonably full particulars thereof.

9.3 Remedy of Force Majeure

A party claiming suspension of its obligations by reason of Force Majeure shall promptly
remedy the cause and effect of Force Majeure described in the notice given pursuant to Section
9.2 insofar as such party is reasonably able so to do, provided that the terms of settlement of any
strike, lockout or other industrial disturbance shall be wholly in the discretion of the party hereby
claiming suspension of its obligations hereunder by reason thereof; and that such party shall not
be required to accede to the demands of its opponents in any strike, lockout or industrial
disturbance solely to remedy promptly Force Majeure thereby constituted.
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9.4 Lack of Funds Not Force Majeure

Notwithstanding anything contained in this Article 9, lack of finances shall not be
considered Force Majeure nor shall Force Majeure suspend any obligation for the payment of
money due hereunder.

PART 10
PROTECTION OF PERSONAL INFORMATION
10.1 Collection of Personal Information

FEI and FEVI recognize that during the course of this Agreement each party may provide
the other with access to “personal information” and “employee personal information” (jointly
“Personal Information”) as those terms are defined in the British Columbia Personal Information
Protection Act and the Canadian Personal Information Protection and Electronic Documents Act
(collectively the “Privacy Laws”) as applicable (the “Disclosing Party”), and that disclosure by
one party to the other of this Personal Information places an obligation on the receiving party to
only collect, use, disclose, retain and secure Personal Information in compliance with the Privacy
Laws and FEI’s and FEVI’s privacy policy, which for reference can be found at
www.fortisbc.com (the “Receiving Party”).

10.2 Use of Personal Information

The Receiving Party shall only collect, use, disclose or retain Personal Information from
the Disclosing Party for the limited purpose for which the Personal Information was disclosed so
as to allow the Receiving Party to perform the Services. Any further collection, use, disclosure
or retention of Personal Information is strictly prohibited without the Disclosing Party’s express
consent.

10.3 Representation and Warranty

In addition to the representations given by FEI in Section 6.1 and by FEVI in Section 6.2
herein, FEI and FEVI hereby each represent and warrant that they shall comply with the Privacy
Laws and the privacy policy referenced in Section 10.1 above.

PART 11
MISCELLANEOUS
11.1 Notice

Any notice, direction or other communication required or permitted to be given
hereunder must be in writing and will be sufficiently given if delivered or sent by facsimile to the
party from whom it is intended at the address of such party set out below. Any notice, direction
or other communication so given will be deemed to have been given and to have been received
on the day of delivery, if delivered, or on the day of sending if sent by facsimile (provided such
day of delivery or sending is a Business Day and, if not, then on the first Business Day
thereafter). Each party hereto may change its address for notice by notice given in the manner
aforesaid.
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11.2 Assignment

Neither party hereto may assign this Agreement or any of its rights hereunder without the
prior written consent of the other party, such consent not to be unreasonably withheld.
11.3 Amendments

Any amendment or modification of this Agreement must be in writing and signed by the
party against which such amendment or modification is sought to be enforced.
11.4 Severability

If any term or condition of this Agreement or the application hereof is determined
judicially or otherwise to be invalid or unenforceable, the remainder of this Agreement and the
application thereof shall not be affected and shall remain in full force and effect.

11.5 Entire Agreement

This Agreement constitutes the entire agreement between the parties pertaining to the
subject matter hereof. There are no representations, warranties, covenants or agreements
between the parties in connection with such subject matter except as specifically set forth or
referred to in this Agreement.

11.6 Counterparts, Facsimile

This Agreement may be executed by the execution of one or more counterparts of the
execution page, which will be taken together and constitute the execution page, and one or more
of such counterparts may be delivered by facsimile transmission.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement effective on the
Effective Date first written above.

FORTISBC ENERGY (VANCOUVER ISLAND) INC.

By: ,/’7(
Title: \/J°_ Frrzac > CFO

FORTIS ERGY INC.

o /I (JA__

Tit'l‘c;\ PZ(SUL‘A J xC EQ
N
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Schedule “A”
Description of Services

On a shared basis, the personnel from the following departmental units of FEI will provide
services to FEVI:

(1)  Corporate. The role and function of the Corporate department of FEI is to provide:

(a)

(b)

©

(d)

(©

governance and liaisons to direct development and implementation of strategic,
operational and capital plans;

governance assurance that controls are in place to ensure the Company’s are
safeguarded and optimized in the best interests of shareholders, customers and
other stakeholders;

alignment and communication of the vision and direction to employees and other
stakeholders;

executive level succession planning and development to prepare and maintain
exceptional leadership; and

act as the principal spokesperson in maintaining close communication with
government and the public.

(2)  Finance and Regulatory Affairs. The role and function of the Finance and Regulatory
Affairs department is to provide the following services:

(a)

(b)

©
(d)

(e)

®

policy direction and oversight of services related to key financial areas including
Strategic Planning, Regulatory Affairs, management and financial reporting, and
the capital management office;

oversee the understanding, communication and adherence to accounting policies
procedures and practices;

lead financial elements of regulatory processes;

establish and execute the process for managing and facilitating the prioritization
of all capital expenditures in the FEI companies through the Capital Management
Office;

provide high-level policy, strategic and technical advice & expertise to the
company’s Executive leadership Team regarding regulatory initiatives and issues
as well as the regulatory implications of corporate objectives, strategies and
business initiatives and projects taking into consideration emerging regulatory
developments and market trends;

ensures adequate and appropriate regulatory constructs and mechanisms are put in
place and maintained for all separate legal entities under the Gas Utility Segment
of FortisBC, taking into consideration the Company’s objectives and strategies
and market realities;
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Schedule “A”
Description of Services

(8

(h)

)
(k)
)

(s)

acts as the Company’s focal point of contact with the British Columbia Utilities
Commission and ensures the company is fulfilling its obligations regarding
governance of Regulatory Orders from the BCUC and Government (Utilities
Commission Act);

ensures adequate and appropriate Tariffs and Rates are in place in consideration
of the Company’s objectives and strategies, market realities, and the approved
regulatory constructs and mechanisms;

responsible for the development and execution of corporate regulatory strategy
and holds the primary responsibility for the development and maintenance of
superior relationships with key interveners, regulatory bodies, market participants
and customer representatives;

development of FEI/FEVI financial accounting policies and procedures;
reviewing and maintaining the code of general ledger accounts;

accounting for and validation of all financial statement elements including
revenues, cost of gas, deferral accounts, financing costs, bank accounts, the
accounting for continuing services and the billing of inter-company transactions;

monthly reporting, variance analysis and year-end forecasting;

external audit coordination and the preparation of non-consolidated financial
statements;

annual and multi-year budget processes;
performance measurement and cost analysis;
asset and plant accounting;

the accounts payable group is responsible for ensuring vendors are paid accurately
and in a timely manner; and

provide administrative support for corporate credit card program.

(3)  Customer Service. The Customer Service department is responsible for providing the
following services:

(2)

(b)

(©

overall policy direction and oversight of services relating to the Customer Service
function;

direction to the Customer Care and Services group and to develop customer
education and communication;

market research support including customer satisfaction surveys;
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Schedule “A”
Description of Services

(d)  oversee outsourced service provider activities including meter reading and credit
and collection; and

(e) manage the Customer Contact centre and billing operations in support of
construction orders for service and meter installations, customer billing and
answering customer inquiries.

(4)  Human Resources. This department is focused on providing the following HR services:

(a) ensuring HR direction and programs that affect employees are aligned with
departmental and corporate objectives. Areas of responsibility include HR
business planning, and compliance with regulatory, and governance reporting;

(b)  overseeing the design and delivery of the Total Rewards framework to attract,
retain and motivate employees. This includes providing recruiting and selection
processes to meet business needs and operational requirements. Other services
include compensation, payroll and time administration, benefits administration,
pension administration, recruiting, HR Information Systems and master data, and
HR metrics, surveys and reporting;

(c)  providing direction and delivery of labour relations and advisory services to
maintain and foster productive employee/employment relationships.  This
includes HR advisory services, disability and attendance management and labour
relations but not limited to collective agreement interpretation, administration and
collective bargaining; and

(d  providing design and delivers employee training and development programs.
This includes development and delivery of trades training and in-house
apprenticeship programs, learning content management, management training and
leadership development, e-learning, competency management and administration
and training records.

(5) Environment, Health and Safety. This department is focused on providing
Environment, Health and Safety services to support governance and related business
needs of the operations of the FortisBC Energy group of gas companies. The functional
areas and the services provided are:

(a) Environmental Affairs, which manages environmental risks associated with
operational activities and the fulfilment of compliance requirements with
applicable environmental regulation;

()  Occupational Health and Safety, which manages employee safety risks as aligned
with the maintenance of compliance with WorkSafeBC regulation;

() Public Safety, which involves the development of plans and awareness strategies
relating to the education of customers, first responders, and the general public
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Schedule “A”
Description of Services

(d)

(©

®

around the properties of natural gas, and about steps to be taken in emergent
situations;

Emergency Preparedness, which involves the management of emergency
management system compliance with all applicable legislation. An annual
exercise program supports operational readiness;

Business Continuity Planning involves inter-departmental planning that will result
in an effective operational response and the restoration and resumption of core
business functions if a business interruption occurs; and

Corporate Security, which manages corporate security risks.

(6) Energy Supply and Resource Development (“ES&RD”). The functional areas and the
services provided are:

(a)

(b)

(©

overall policy direction and oversight of services relating to the ES&RD
functions;

gas supply infrastructure planning and major capacity and sustainment initiatives
management function;

identifying and developing new regional projects as well as system infrastructure
projects within the Company’s current service areas, including pipeline,
compressor, and storage projects.

(7)  Information Systems. This department provides information technology application and
infrastructure management services including:

(a)

(b)

(©

(d

(©
(H

development of short and long term strategy considering business requirements as
they relate to evolving technologies. This includes the responsibility of planning,
forecasting and design of future infrastructure capacity requirements that will
support the Company’s objectives.

identifying, designing, operating, and maintaining the availability, security and
integrity of technology and critical enterprise infrastructure including hardware
and networks;

management of the costs for the Wide Area Network (WAN), including balancing
appropriate performance with cost;

overseeing end user technical support for all employees, contractors, applications
and associated equipment;

management and monitoring of all telephony contracts, including cellular;

management and costs of all large printing devices for the organization; and
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Schedule “A”
Description of Services

®

®

(10)

(g) life cycle management of technology assets.

Facilities. This department is responsible for operating and maintaining office, shop,
warehouse and yard facilities. The services provided include:

(@)  building and yard asset operation and maintenance and physical security;
(b)  project management for construction, renovation or relocation;

(c) space planning, office furniture and equipment; and

(d)  mailroom and reception services.

Operations Support. This department is responsible for providing Measurement
Services, Supply Chain Services, and Property Services.

(a) Measurement Service includes the management of the measurement device fleet
which includes, but is not limited to the inspection, compliance sampling, sealing
and repair of meters and measurement devices;

(b)  Supply Chain Services include:

i.  Mechanical Services for manufacturing and repairing equipment and tools for
Operations and fabrication and install services for transmission and
distribution projects;

ii. Material Services for managing the flow of field materials, tools and
equipment used throughout the Company;

iii. Procurement Services ensures the appropriate processes are followed and
agreements are in place when FEI acquires materials and services.
Additionally, included are market research, risk management, tender
evaluations and vendor management.

(c)  Property Services includes support for property taxation, negotiation of land
acquisition, leases and disposal as well as related environmental reviews,
maintenance of right of way (ROW) agreements and First Nations land
negotiations.

Engineering Services and Project Management. This is comprised of Asset
Management, Geographic Information Systems, Engineering and Project Management
Office.

(@)  Asset Management services include overseeing the gas system assets, system
capacity planning, and system integrity management planning to ensure safe and
reliable energy delivery. This includes defining operations and maintenance
activities critical to the Integrity Management Plan, operating and maintaining
cathodic protection systems, and capital planning.
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Schedule “A”
Description of Services

(b)

(©

(d)

Geographic Information Systems (GIS) services include completing new mains
and service construction drawings and as-built mapping. It is also responsible for
developing and maintaining the GIS mapping system, maintaining gas system
asset records for distribution and transmission facilities and providing Public
Underground Location Services as requested through BC One Call;

Engineering provides engineering design, and drafting services to the Project
Management Office, as well as technical guidance to Operations. It also provides
technical oversight and management of the Gas Lab which provides gas
measurement and analysis services to ensure appropriate levels of odourization in
the natural gas that is delivered to customers; and

Project Management Office delivers capital projects related to pipelines and
above ground facilities that enhance transmission and distribution assets.

(11) Operations. The role and function of the Operations — Distribution department is to
provide the following services:

(a)

(b)

(©

(d)

policy direction and oversight of services related to Distribution operations and
maintenance, emergency management services, account services and fieldwork,
Operations Support;

general management and oversight of services are focused on delivering a safe,
reliable and cost-effective gas distribution system for residential, commercial and
industrial customers;

directors, regional managers and front line field managers who are responsible for
day-to-day operations in specific geographic areas; and

order initiation and processing, scheduling, dispatching, performance reporting,
claims management and training.

(12) Energy Solutions & External Relations (‘ES&ER”). ES&ER services provided on a
shared service basis fall into the following service areas:

(a)

(b)

©

responsible for providing overall policy direction and oversight of services
relating to the Energy Solutions and External Relations function, including
overseeing the development and implementation of new service offerings,
initiatives and programs;

provides overall policy direction and oversight of services relating to all markets
and customer segments;

develops communications, supports the communications collateral requirements
of Builder/Developer and Commercial/Industrial Account Managers, develops
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Schedule “A”
Description of Services

(d)

(e)
)

(8)
(h)

(@)

\)

(k)

D

(m)

and executes events and undertakes trade relations activities that support sales
efforts;

creates messaging for customer education and communication on the topics of
rate changes, natural gas prices, competition with alternative fuels, billing issues,
customer connection policies and regulatory changes (e.g., gas cost increase, rate
design changes);

oversees both the Main Extension test, and the Company’s service line policies;

evaluates existing offerings to determine if they represent the right mix of
customer service and core market cost recovery and the design, negotiation and
submission of new and amended services to the British Columbia Utilities
Commission;

develops customer energy use and customer additions forecasts;

provides analysis and decision support to internal and external customers on
longer-term supply/demand and pricing issues, and performs portfolio modeling;
Examples of internal customers would include various departments such as Gas
Supply, Finance, Regulatory, System Planning and Operations. Examples of
external customers would include various municipalities and other government
agencies as well as individual (mainly commercial) customers;

builds and fosters relationships with communities, government, First Nations, and
business associations to engage these key stakeholders in FEVI’s key projects and
initiatives;

provides internal and external communications services for the Company,
including, customer, employee and stakeholder communications, media relations
and safety education messaging;

provides Energy Efficiency and Conservation (“EEC”) services including
program development, administration, delivery, monitoring and reporting;

provides Technical Support to external customers, and internal customers
including sales and the EEC group;

develops both Regional Resource Plans and Integrated Resource Plans for all
companies.
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Schedule “B”

Shared Service Fee

Cost Allocation Drivers
Department Allocation Method
Corporate # of Customers

Finance & Regulatory Affairs

# of Customers

Customer Service

Human Resources

# of Customers
# of Customers

# of Employees

Environment, Health & Safety

# of Customers

Energy Supply and Resource # of Customers

Development

Information Technology # of Customers
# of Employees

Facilities # of Customers
# of Employees

Operations Support # of Customers

Engineering Services and Project
Management

# of Customers

Specific Allocation %

Operations # of Customers
# of Employees

Specific Allocation %
Energy Solutions & External # of Customers

Relations

Note 1: Does not include Timesheet (or Direct Charge) allocations.

Note 2: The Shared Service Fee may be amended from time to time by the written

agreement of the parties.
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Appendix E-4

SHARED SERVICES - FEI AND FEW



AMENDED AND RESTATED
SHARED SERVICES AGREEMENT

THIS AGREEMENT is made effective January 1, 2014 (the “Effective Date™).
BETWEEN:

FORTISBC ENERGY (WHISTLER) INC.
(formerly Terasen Gas (Whistler) Inc.)

16705 Fraser Highway,

Surrey, British Columbia

V4N 0E8

(“FEW”)

FORTISBC ENERGY INC.
(formerly Terasen Gas Inc.)
16705 Fraser Highway,
Surrey, British Columbia
V4N 0ES8

(“FEI”)
WHEREAS

A. FEW is the owner and operator of propane distribution facilities, which are being
converted to natural gas distribution facilities throughout 2009, in British Columbia
serving the community of Whistler (the “Facilities™); and

B. FEW wishes to retain FEI to provide certain administrative and management services to
it in respect to the ownership and common management of the operation of its
transmission pipeline and distribution business and to receive services on an as and when
required basis from third party contractors retained by FEI on the terms and conditions
set out herein.
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WITNESSES that, in consideration of the covenants and agreements herein contained, the
parties covenant and agree as follows:

PART 1
INTERPRETATION

1.1 Definitions
In and for the purpose of this Agreement,

(a)

(b)
(©)

(d)

(e)

(H

1.2 Schedules

“Applicable Laws” means any and all Laws in force and effect from time to time
and applicable to the Facilities and the performance of the Services hereunder;

“Force Majeure” has the meaning assigned to such term in Section 9.1;

“Governmental Authority” means any domestic or foreign, national, federal,
provincial, state, municipal or other local government or body and any division,
agent, commission, board, or authority of any quasi-governmental or private body
exercising any statutory, regulatory, expropriation or taxing authority under the
authority of any of the foregoing, and any domestic, foreign, international,
judicial, quasi-judicial, arbitration or administrative court, tribunal, commission,
board or panel acting under the authority of any of the foregoing;

“Laws” means all constitutions, treaties, laws, statutes, codes, ordinances, orders,
decrees, rules, regulations and municipal by-laws, whether domestic, foreign or
international, any judgements, orders, writs, injunctions, decision, rulings,
decrees, and awards of any Governmental Authority, and any published policies
or guidelines of any Governmental Authority and including, without limitation,
any principles of common law and equity,

“Person” includes any individual, corporation, body corporate, partnership, joint
venture, association, trust, estate, incorporated or unincorporated association, any
government or governmental authority however designated or constituted or any
other entity of whatever nature,

“Services” means the administrative and management services to be provided to
FEW by FEI and as more particularly described in Section 2.1 and any services
provided on an as and when required basis under contract to FEI by a third party
contractor which services are used by or provide benefit to FEW.

The following are the schedules attached to, and are incorporated by reference into, this

Agreement:

Schedule “A” Description of Services
Schedule “B” Shared Service Fee

1.3 Interpretation

In and for the purpose of this Agreement
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1) this “Agreement” means this agreement as the same may from time to time be
modified, supplemented or amended in effect,

2) any reference in this Agreement to a designated “Article”, “Section” or other
subdivision is to the designated Article, Section or other subdivision of this
Agreement,

3) the words “herein”, “hereof” and “hereunder” and other words of similar import refer
to this Agreement as a whole and not to any particular Article, Section or other
subdivision,

4) the headings are for convenience only and do not form a part of this Agreement and
are not intended to interpret, define or limit the scope, extent or intent of this
Agreement,

5) the singular of any term includes the plural, and vice versa, the use of any term is
generally applicable to any gender and, where applicable, a corporation, the word
“or” is not exclusive and the word “including” is not limiting (whether or not non-
limiting language (such as “without limitation” or “but not limited to” or words of
similar import) is used with reference thereto), and

6) each word and phrase used herein and not otherwise defined herein, but which has an
accepted meaning in the custom and usage of the Western Canadian oil and gas
transportation industry, shall have such accepted meaning,

1.4 Governing Law

Subject to Section 9.1, this Agreement will be interpreted and the rights and remedies of
the parties hereto will be determined in accordance with the laws of the Province of British
Columbia.

PART 2
SERVICES
2.1 Services
FEI hereby agrees to provide to FEW the Services, including those administrative and
management services described in Schedule “A”.
2.2 No Obligation to Provide Additional Services

FEI shall not perform, and FEI shall have no obligation to perform, any services on
behalf of FEW in respect of the Facilities other than as set out in this Agreement or any similar
agreement.

2.3 Consultation with FEW

FEI will consult with FEW as required in connection with the performance of the
Services.
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2.4 Independent Contractor

Nothing in this Agreement shall be construed to create or constitute a partnership or
relationship of joint venture between FEI and FEW. In performing the Services, FEI shall be an
independent contractor. FEI employees shall not be considered employees of FEW for any

purpose.

2.5 Compliance
In performing the Services, FEI will comply with all Applicable Laws.

PART 3
COMPENSATION
3.1 Compensation for Services

FEW agrees to pay compensation to FEI for the Services in accordance with this Section
3.1. FEW agrees to pay to FEI the Shared Service Fee as set out in Schedule “B” for the
administrative and management services provided by FEI employees and FEW agrees to pay for
the Services provided by a third party contractor retained by FEI, such portion of the amount
invoiced by the third party contractor as is determined by FEI to be allocable to FEW based on
the nature and extent of third party services actually received in the applicable period. .

3.2 Amendment to Costs

The amounts set out in Schedule “B” may be amended from time to time by agreement
between the parties to reflect any material change in the cost of providing the Services or in the
business operations of FEW.

3.3 Invoicing

FEI will invoice FEW (the “Invoice™) in respect of the Services no later than the 25® day
following the end of the month in which such Services are provided or in such other manner as
the parties may agree.

3.4 Payment

(a) Except with respect to those portions of an Invoice which are the subject of a
bona fide dispute between the parties, invoices shall be payable within thirty (30) days from the
date of the invoice.

(b)  Any amount to be remitted by FEW to FEI and not remitted on or before the date
on which it is due shall thereafter bear interest at an annual rate equal to the prime rate of interest
of the Toronto-Dominion Bank (or its successor or permitted assign) (Toronto, Main Branch)
plus one percent (1%) calculated daily from the date the amounts become due.

(c) FEI will prepare financial accounting of the actual costs and the allocated costs,
and will make adjustments based on additional amount to be paid by FEW or return an
overpayment.

(d)  Payments due and owing as a result of the accounting will be paid no later then
the end of the first quarter of the following year.
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3.5 Taxes

Notwithstanding any other provision of this Agreement, the amounts paid or payable by
one patty to the other in accordance with this Agreement are exclusive of any value added taxes
or sales taxes, which are now, or may become during the term of this Agreement, applicable to
the provision of the Services. Each party shall pay to the other party any value added taxes or
sales tax which one party is obligated to collect from the other at the time such taxes are due and
payable.

PART 4
INDEMNIFICATION AND LIMITATION OF LIABILITY
4.1 Indemnity by FEW

Subject to Section 4.4, FEW will indemnify, defend and hold harmless FEI and its
directors, officers, employees, agents and contractors, from and against any claim, demand, loss,
liability, action, lawsuit or other proceeding, judgement or award, and cost or expense (including
reasonable legal fees and disbursements) which they may suffer or incur arising directly or
indirectly, in whole or in part, in connection with this Agreement or with FEI’s provision of the
Services, except and to the extent, if any, that the same results from or arises out of the wilful
misconduct or gross negligence of FEI

4.2 Limitation of Liability of FEI

Neither FEI nor any of its directors, officers, employees, agents or contractors will be
liable to FEW for any claim, demand, loss, liability, action, lawsuit or other proceeding,
judgement or award, or cost or expense (including reasonable legal fees and disbursements)
which FEW may suffer or incur arising directly or indirectly, in whole or in part, in connection
with this Agreement or with FEI’s provision of the Services, except and to the extent, if any, that
the same results from or arises out of the wilful misconduct or gross negligence of FEL.

4.3 Indemnity by FEI

Subject to Section 4.4, FEI will indemnify, defend and hold harmless FEW from and
against any claim, demand, loss, liability, action, lawsuit or other proceeding, judgement or
award and cost or expense (including reasonable legal fees and disbursements) which FEW may
suffer or incur as a result of any act or omission or error of judgement as a result of which FEI is
adjudged to have been guilty of wilful misconduct or gross negligence.

4.4 Consequential Losses

Neither party hereto will be liable to the other, whether based in contract, tort (including
negligence and strict liability), under warranty or otherwise for special indirect, incidental or
consequential loss or damage whatsoever, including without limitation, loss of use of equipment
or facilities and loss of profits or revenues.
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PART 5
COVENANTS OF FEW

5.1 Covenants by FEW

FEW covenants and agrees to:

(@)

(b)

fully co-operate with FEI in respect of all matters contemplated by or within the
scope of this Agreement; and

pay on or before the due date thereof all amounts payable by FEW to FEI or any
other Person pursuant to or as contemplated by this Agreement.

PART 6
REPRESENTATIONS AND WARRANTIES

6.1 Representations and Warranties of FEI

FEI hereby represents and warrants to FEW as representations and warranties which are
true as at the date hereof and which will be true during the term of FEI’s appointment hereunder:

(2)

(b)

(©

FEI is a corporation duly organized, validly existing and in good standing under
the laws of its jurisdiction of incorporation, and FEI has full power and authority
to perform its obligations hereunder,

this Agreement constitutes a valid and binding obligation of FEI enforceable in
accordance with its terms, except that (i) such enforcement may be subject to
bankruptcy, insolvency, reorganization, moratorium or other similar laws now or
hereafter in effect relating to creditors’ rights, and (ii) the remedy of specific
performance and injunctive or other forms of equitable relief may be subject to
equitable defences and to the discretion of the court before which any proceeding
therefore may be brought; and

FEI possesses all of the skills and personnel required to provide the Services.

6.2 Representations and Warranties of FEW

FEW hereby represents and warrants to FEI as representations and warranties which are
true as at the date hereof and which will be true during the term of FEI’s appointment hereunder

(a)

(b)

FEW is a corporation duly organized, validly existing and in good standing under
the laws of its jurisdiction of incorporation, and FEW has full power and authority
to perform its obligations hereunder; and

this Agreement constitutes a valid and binding obligation of FEW enforceable in
accordance with its terms, except that (i) such enforcement may be subject to
bankruptcy, insolvency, reorganization, moratorium or other similar laws now or
hereafter in effect relating to creditors’ rights, and (ii) the remedy of specific
performance and injunctive or other forms of equitable relief may be subject to
equitable defences and to the discretion of the court before which any proceeding
therefore may be brought.
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PART 7
DURATION, TERMINATION AND DEFAULT
7.1 Effective Date and Term

This Agreement will be effective from January 1, 2014 and will continue until December
31, 2014, unless terminated earlier pursuant to the provisions hereof. Thereafter the Agreement
will automatically be renewed for further one (1) year terms subject to Sections 7.2 and 7.3
below.

7.2 Termination
FEI’s appointment hereunder may be terminated at any time:
(a) by FEI giving FEW written notice of such termination:

i) if FEW becomes insolvent, admits in writing its inability to pay its debts
as they become due or commits or threatens to commit an act of
bankruptcy or if FEW makes a general assignment for the benefit of
creditors, or any proceeding is instituted by or against FEW seeking to
adjudicate it a bankrupt or an insolvent or seeking the dissolution,
winding-up or liquidation of FEW or a reorganization, arrangement,
moratorium, adjustment, compromise, readjustment of debt or
composition of it or its debts under any law relating to bankruptcy,
insolvency, moratorium, reorganization or relief of debtors or seeking the
appointment of a receiver, receiver-manager, interim receiver, trustee,
custodian, liquidator or other similar official or Person for it, or FEW
consents by answer, acquiescence or otherwise to the institution of any
such proceeding against it; and

(i)  in the event FEW breaches this Agreement and fails to cure such breach
within thirty (30) days after receipt by FEW of written notice thereof from
FEI or, if such breach is not capable of being cured within such thirty (30)
day period, fails to commence in good faith the curing of such breach
forthwith upon receipt of written notice thereof from FEI and to continue
to diligently pursue the curing of such breach thereafter until cured and, in
either case, the allegation of FEI that FEW is in breach is conceded to be
correct by FEW or found to be correct by an arbitrator pursuant to Section
8.1;

(b) by FEW giving FEI written notice of such termination:

i) if FEI becomes insolvent, admits in writing its inability to pay its debts as
they become due or commits or threatens to commit an act of bankruptcy
or if FEI makes a general assignment for the benefit of creditors, or any
proceeding is instituted by or against FEI seeking to adjudicate it a
bankrupt or an insolvent or seeking the dissolution, winding-up or
liquidation of FEI or a reorganization, arrangement, moratorium,
adjustment, compromise, readjustment of debt or composition of it or its
debts under any law relating to bankruptcy, insolvency, moratorium,
reorganization or relief of debtors or seeking the appointment of a
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receiver, receiver-manager, interim receiver, trustee, custodian, liquidator
or other similar official or Person for it, or FEI consents by answer,
acquiescence or otherwise to the institution of any such proceeding against
it; and

(i) in the event FEI breaches this Agreement and fails to cure such breach
within thirty (30) days after receipt by FEI of written notice thereof from
FEW or, if such breach is not capable of being cured within such thirty
(30) day period, fails to commence in good faith the curing of such breach
forthwith upon receipt of written notice thereof from FEW and to continue
to diligently pursue the curing of such breach thereafter until cured and, in
either case, the allegation of FEW that FEI is in breach is conceded to be
correct by FEI or found to be correct by an arbitrator pursuant to Section
8.1.

7.3 Termination Without Cause

Notwithstanding Section 7.2 above either party may, upon obtaining the other party’s
written consent, terminate this Agreement without penalty or damages upon giving thirty (30)
days written notice.

7.4 Duties Upon Termination

Upon expiry or termination of this Agreement for any reason, FEI will have no further
obligations under Article 2 and will promptly deliver to FEW any material documents in the
possession of FEI pertaining to the business of FEW.

7.5 Compensation of FEI on Expiry or Termination

Within one (1) month after the expiry or termination of this Agreement, FEW will pay to
FEI all amounts owing to FEI hereunder (including any amount owing on account of the fees
provided for in Article 3 calculated up to the date of expiry or termination); provided that for the
purposes of this Section, the fees provided for in Article 3 which are payable to FEI on a
monthly, annual or other periodic basis will be deemed to accrue due and be payable on a daily
basis.

PARTSS
ARBITRATION
8.1 Arbitration

For purposes of Section 7.2, any dispute between FEI and FEW regarding any allegation
that FEW or FEI is in breach of this Agreement, may be submitted to and settled by arbitration in
accordance with the provisions of this Section 8.1. Arbitration proceedings may be commenced
by the party desiring arbitration giving notice to the other party specifying the matter to be
arbitrated and requesting arbitration thereof. Such arbitration will be carried out by a single
arbitrator and in accordance with the Rules of Procedure for Commercial Mediation of The
Canadian Foundation for Dispute Resolution from time to time in force and effect. If the parties
are unable to agree upon an arbitrator within ten (10) days after delivery of such notice, either of
them may make application to court for appointment of an arbitrator. In the event of the failure,
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refusal or inability of an arbitrator to act, or continue to act, a new arbitrator will be appointed,
which appointment will be made in the same manner as provided above. The decision of an
arbitrator appointed as under this Section 8.1 will be final and binding upon the parties and not
subject to appeal. The arbitrator will have the authority to assess the costs of the arbitration
against either or both of the parties, provided that each party will bear its own witness and
counsel fees. The parties will fully co-operate with the arbitrator and provide all information
reasonably requested by the arbitrator. Judgement on the award of the arbitrator may be entered
in any court having jurisdiction over the party against which enforcement of the award is being
sought. Each party hereby irrevocably submits and consents to the jurisdiction of any such court
for the purpose of rendering a judgement of any such award.

PART 9
FORCE MAJEURE
9.1 Force Majeure

In and for the purposes of this Agreement, “Force Majeure” shall mean anyone or more
of the following events:

(a) an act of God;

(b)  a war, revolution, insurrection, riot, blockade, or any other unlawful act against
public order or authority;

(c) a strike, lockout or other industrial disturbance;
(d)  astorm, fire, flood, explosion, earthquake or lightning;
(e)  agovernmental restraint; or

® any other event (whether or not of the kind enumerated in 9.1(a) to () above)
which is not reasonably within the control of the party hereto claiming suspension
of its obligations hereunder due to Force Majeure.

9.2 Performance Prevented by Force Majeure

If either party hereto is prevented by Force Majeure from carrying out any of its
obligations hereunder, the obligations of such party, insofar as its obligations are affected by
Force Majeure, shall be suspended while (but only so long as) Force Majeure continues to
prevent the performance of such obligations. Any party prevented from carrying out any
obligation by Force Majeure shall promptly give the other party hereto notice of Force Majeure
including reasonably full particulars thereof.

9.3 Remedy of Force Majeure

A party claiming suspension of its obligations by reason of Force Majeure shall promptly
remedy the cause and effect of Force Majeure described in the notice given pursuant to Section
9.2 insofar as such party is reasonably able so to do, provided that the terms of settlement of any
strike, lockout or other industrial disturbance shall be wholly in the discretion of the party hereby
claiming suspension of its obligations hereunder by reason thereof; and that such party shall not
be required to accede to the demands of its opponents in any strike, lockout or industrial
disturbance solely to remedy promptly Force Majeure thereby constituted.
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9.4 Lack of Funds Not Force Majeure

Notwithstanding anything contained in this Article 9, lack of finances shall not be
considered Force Majeure nor shall Force Majeure suspend any obligation for the payment of
money due hereunder.

PART 10
PROTECTION OF PERSONAL INFORMATION
10.1 Collection of Personal Information

FEI and FEW recognize that during the course of this Agreement each party may provide
the other with access to “personal information” and “employee personal information” (jointly
“Personal Information™) as those terms are defined in the British Columbia Personal Information
Protection Act and the Canadian Personal Information Protection and Electronic Documents Act
(collectively the “Privacy Laws™) as applicable (the “Disclosing Party™), and that disclosure by
one party to the other of this Personal Information places an obligation on the receiving party to
only collect, use, disclose, retain and secure Personal Information in compliance with the Privacy
Laws and FEI’'s and FEW’s privacy policy, which for reference can be found at
www.fortisbc.com (the “Receiving Party™).

10.2 Use of Personal Information

The Receiving Party shall only collect, use, disclose or retain Personal Information from
the Disclosing Party for the limited purpose for which the Personal Information was disclosed so
as to allow the Receiving Party to perform the Services. Any further collection, use, disclosure
or retention of Personal Information is strictly prohibited without the Disclosing Party’s express
consent.

10.3 Representation and Warranty

In addition to the representations given by FEI in Section 6.1 and by FEW in Section 6.2
herein, FEI and FEW hereby each represent and warrant that they shall comply with the Privacy
Laws and the privacy policy referenced in Section 10.1 above.

PART 11
MISCELLANEOUS
11.1 Notice

Any notice, direction or other communication required or permitted to be given
hereunder must be in writing and will be sufficiently given if delivered or sent by facsimile to the
party from whom it is intended at the address of such party set out below. Any notice, direction
or other communication so given will be deemed to have been given and to have been received
on the day of delivery, if delivered, or on the day of sending if sent by facsimile (provided such
day of delivery or sending is a Business Day and, if not, then on the first Business Day
thereafter). Each party hereto may change its address for notice by notice given in the manner
aforesaid.
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11.2  Assignment

Neither party hereto may assign this Agreement or any of its rights hereunder without the
prior written consent of the other party, such consent not to be unreasonably withheld.
11.3 Amendments

Any amendment or modification of this Agreement must be in writing and signed by the
party against which such amendment or modification is sought to be enforced.
11.4  Severability

If any term or condition of this Agreement or the application hereof is determined
judicially or otherwise to be invalid or unenforceable, the remainder of this Agreement and the
application thereof shall not be affected and shall remain in full force and effect.

11.5 Entire Agreement

This Agreement constitutes the entire agreement between the parties pertaining to the
subject matter hereof. There are no representations, warranties, covenants or agreements
between the parties in connection with such subject matter except as specifically set forth or
referred to in this Agreement.

11.6 Counterparts, Facsimile

This Agreement may be executed by the execution of one or more counterparts of the
execution page, which will be taken together and constitute the execution page, and one or more
of such counterparts may be delivered by facsimile transmission.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement effective on the
Effective Date first written above.

FORTISBC ENERGY (WHISTLER) INC.

By: ﬂ( B
Title: VP Firnonce ¥ CFO

Tioﬂé\ BA'S wrk ¥ CEQ
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Schedule “A”
Description of Services

On a shared basis, the personnel from the following departmental units of FEI will provide
services to FEW:

(1)  Corporate. The role and function of the Corporate department of FEI is to provide:

(a)

(b)

©

(d)

(©

governance and liaisons to direct development and implementation of strategic,
operational and capital plans;

governance assurance that controls are in place to ensure the Company’s are
safeguarded and optimized in the best interests of shareholders, customers and
other stakeholders;

alignment and communication of the vision and direction to employees and other
stakeholders;

executive level succession planning and development to prepare and maintain
exceptional leadership; and

act as the principal spokesperson in maintaining close communication with
government and the public.

(2)  Finance and Regulatory Affairs. The role and function of the Finance and Regulatory
Affairs department is to provide the following services:

(2)

(b)

©
(d)

©)

®

policy direction and oversight of services related to key financial areas including
Strategic Planning, Regulatory Affairs, management and financial reporting, and
the capital management office;

oversee the understanding, communication and adherence to accounting policies
procedures and practices;

lead financial elements of regulatory processes;

establish and execute the process for managing and facilitating the prioritization
of all capital expenditures in the FEI companies through the Capital Management
Office;

provide high-level policy, strategic and technical advice & expertise to the
company’s Executive leadership Team regarding regulatory initiatives and issues
as well as the regulatory implications of corporate objectives, strategies and
business initiatives and projects taking into consideration emerging regulatory
developments and market trends;

ensures adequate and appropriate regulatory constructs and mechanisms are put in
place and maintained for all separate legal entities under the Gas Utility Segment
of FortisBC, taking into consideration the Company’s objectives and strategies
and market realities;
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Schedule “A”
Description of Services

(8

(h)

(M)

0)
(k)
)

(m)
(n)

(0)
(®)
(@
)

(s)

acts as the Company’s focal point of contact with the British Columbia Utilities
Commission and ensures the company is fulfilling its obligations regarding
governance of Regulatory Orders from the BCUC and Government (Utilities
Commission Act);

ensures adequate and appropriate Tariffs and Rates are in place in consideration
of the Company’s objectives and strategies, market realities, and the approved
regulatory constructs and mechanisms;

responsible for the development and execution of corporate regulatory strategy
and holds the primary responsibility for the development and maintenance of
superior relationships with key interveners, regulatory bodies, market participants
and customer representatives;

development of FEI/FEW financial accounting policies and procedures;
reviewing and maintaining the code of general ledger accounts;

accounting for and validation of all financial statement elements including
revenues, cost of gas, deferral accounts, financing costs, bank accounts, the
accounting for continuing services and the billing of inter-company transactions;

monthly reporting, variance analysis and year-end forecasting;

external audit coordination and the preparation of non-consolidated financial
statements;

annual and multi-year budget processes;
performance measurement and cost analysis;
asset and plant accounting;

the accounts payable group is responsible for ensuring vendors are paid accurately
and in a timely manner; and

provide administrative support for corporate credit card program.

3) Customer Service. The Customer Service department is responsible for providing the
following services:

(®

(b)

(©

overall policy direction and oversight of services relating to the Customer Service
function;

direction to the Customer Care and Services group and to develop customer
education and communication;

market research support including customer satisfaction surveys;
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Schedule “A”
Description of Services

(d)  oversee outsourced service provider activities including meter reading and credit
and collection; and

(e) manage the Customer Contact centre and billing operations in support of
construction orders for service and meter installations, customer billing and
answering customer inquiries.

(4) Human Resources. This department is focused on providing the following HR services:

(a) ensuring HR direction and programs that affect employees are aligned with
departmental and corporate objectives. Areas of responsibility include HR
business planning, and compliance with regulatory, and governance reporting;

(b)  overseeing the design and delivery of the Total Rewards framework to attract,
retain and motivate employees. This includes providing recruiting and selection
processes to meet business needs and operational requirements. Other services
include compensation, payroll and time administration, benefits administration,
pension administration, recruiting, HR Information Systems and master data, and
HR metrics, surveys and reporting;

(c)  providing direction and delivery of labour relations and advisory services to
maintain and foster productive employee/employment relationships.  This
includes HR advisory services, disability and attendance management and labour
relations but not limited to collective agreement interpretation, administration and
collective bargaining; and

(d)  providing design and delivers employee training and development programs.
This includes development and delivery of trades training and in-house
apprenticeship programs, learning content management, management training and
leadership development, e-learning, competency management and administration
and training records.

(5) Environment, Health and Safety. This department is focused on providing
Environment, Health and Safety services to support governance and related business
needs of the operations of the FortisBC Energy group of gas companies. The functional
areas and the services provided are:

(a Environmental Affairs, which manages environmental risks associated with
operational activities and the fulfilment of compliance requirements with
applicable environmental regulation;

(b)  Occupational Health and Safety, which manages employee safety risks as aligned
with the maintenance of compliance with WorkSafeBC regulation;

(c) Public Safety, which involves the development of plans and awareness strategies
relating to the education of customers, first responders, and the general public
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Schedule “A”
Description of Services

(d)

(e)

®

around the properties of natural gas, and about steps to be taken in emergent
situations;

Emergency Preparedness, which involves the management of emergency
management system compliance with all applicable legislation. An annual
exercise program supports operational readiness;

Business Continuity Planning involves inter-departmental planning that will result
in an effective operational response and the restoration and resumption of core
business functions if a business interruption occurs; and

Corporate Security, which manages corporate security risks.

(6) Energy Supply and Resource Development (“ES&RD”). The functional areas and the
services provided are:

(a)

(b)

(©

overall policy direction and oversight of services relating to the ES&RD
functions;

gas supply infrastructure planning and major capacity and sustainment initiatives
management function;

identifying and developing new regional projects as well as system infrastructure
projects within the Company’s current service areas, including pipeline,
compressor, and storage projects.

(7)  Information Systems. This department provides information technology application and
infrastructure management services including:

(@

(b)

©

(d)

(e)
H

development of short and long term strategy considering business requirements as
they relate to evolving technologies. This includes the responsibility of planning,
forecasting and design of future infrastructure capacity requirements that will
support the Company’s objectives.

identifying, designing, operating, and maintaining the availability, security and
integrity of technology and critical enterprise infrastructure including hardware
and networks;

management of the costs for the Wide Area Network (WAN), including balancing
appropriate performance with cost;

overseeing end user technical support for all employees, contractors, applications
and associated equipment;

management and monitoring of all telephony contracts, including cellular;

management and costs of all large printing devices for the organization; and
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Schedule “A”
Description of Services

(g life cycle management of technology assets.

(8)  Facilities. This department is responsible for operating and maintaining office, shop,
warehouse and yard facilities. The services provided include:

(@)  building and yard asset operation and maintenance and physical security;
(b)  project management for construction, renovation or relocation;

(c) space planning, office furniture and equipment; and

(d)  mailroom and reception services.

(9)  Operations Support. This department is responsible for providing Measurement
Services, Supply Chain Services, and Property Services.

(@  Measurement Service includes the management of the measurement device fleet
which includes, but is not limited to the inspection, compliance sampling, sealing
and repair of meters and measurement devices;

(b) Supply Chain Services include:

i.  Mechanical Services for manufacturing and repairing equipment and tools for
Operations and fabrication and install services for transmission and
distribution projects;

ii. Material Services for managing the flow of field materials, tools and
equipment used throughout the Company;

iii.  Procurement Services ensures the appropriate processes are followed and
agreements are in place when FEI acquires materials and services.
Additionally, included are market research, risk management, tender
evaluations and vendor management.

(c) Property Services includes support for property taxation, negotiation of land
acquisition, leases and disposal as well as related environmental reviews,
maintenance of right of way (ROW) agreements and First Nations land
negotiations.

(10) Engineering Services and Project Management. This is comprised of Asset
Management, Geographic Information Systems, Engineering and Project Management
Office.

(a) Asset Management services include overseeing the gas system assets, system
capacity planning, and system integrity management planning to ensure safe and
reliable energy delivery. This includes defining operations and maintenance
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Schedule “A”
Description of Services

activities critical to the Integrity Management Plan, operating and maintaining
cathodic protection systems, and capital planning.

(b)  Geographic Information Systems (GIS) services include completing new mains
and service construction drawings and as-built mapping. It is also responsible for
developing and maintaining the GIS mapping system, maintaining gas system
asset records for distribution and transmission facilities and providing Public
Underground Location Services as requested through BC One Call;

(c)  Engineering provides engineering design, and drafting services to the Project
Management Office, as well as technical guidance to Operations. It also provides
technical oversight and management of the Gas Lab which provides gas
measurement and analysis services to ensure appropriate levels of odourization in
the natural gas that is delivered to customers; and

(d)  Project Management Office delivers capital projects related to pipelines and
above ground facilities that enhance transmission and distribution assets.

(11) Operations. The role and function of the Operations — Distribution department is to
provide the following services:

(@)  policy direction and oversight of services related to Distribution operations and
maintenance, emergency management services, account services and fieldwork,
Operations Support;

(b)  general management and oversight of services are focused on delivering a safe,
reliable and cost-effective gas distribution system for residential, commercial and
industrial customers;

(c) directors, regional managers and front line field managers who are responsible for
day-to-day operations in specific geographic areas; and

(d)  order initiation and processing, scheduling, dispatching, performance reporting,
claims management and training.

(12) Energy Solutions & External Relations (“ES&ER”). ES&ER services provided on a
shared service basis fall into the following service areas:

(a) responsible for providing overall policy direction and oversight of services
relating to the Energy Solutions and External Relations function, including
overseeing the development and implementation of new service offerings,
initiatives and programs;

(b)  provides overall policy direction and oversight of services relating to all markets
and customer segments;
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Schedule “A”
Description of Services

©

(d)

©
®

(8)
(h)

(M)

0

(k)

()

(m)

develops communications, supports the communications collateral requirements
of Builder/Developer and Commercial/Industrial Account Managers, develops
and executes events and undertakes trade relations activities that support sales
efforts;

creates messaging for customer education and communication on the topics of
rate changes, natural gas prices, competition with alternative fuels, billing issues,
customer connection policies and regulatory changes (e.g., gas cost increase, rate
design changes);

oversees both the Main Extension test, and the Company’s service line policies;

evaluates existing offerings to determine if they represent the right mix of
customer service and core market cost recovery and the design, negotiation and
submission of new and amended services to the British Columbia Utilities
Commission;

develops customer energy use and customer additions forecasts;

provides analysis and decision support to internal and external customers on
longer-term supply/demand and pricing issues, and performs portfolio modeling;
Examples of internal customers would include various departments such as Gas
Supply, Finance, Regulatory, System Planning and Operations. Examples of
external customers would include various municipalities and other government
agencies as well as individual (mainly commercial) customers;

builds and fosters relationships with communities, government, First Nations, and
business associations to engage these key stakeholders in FEW’s key projects and
initiatives;

provides internal and external communications services for the Company,
including, customer, employee and stakeholder communications, media relations
and safety education messaging;

provides Energy Efficiency and Conservation (“EEC”) services including
program development, administration, delivery, monitoring and reporting;

provides Technical Support to external customers, and internal customers
including sales and the EEC group;

develops both Regional Resource Plans and Integrated Resource Plans for all
companies.
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Schedule “B”

Shared Service Fee

Cost Allocation Drivers

Department

Allocation Method

Corporate

# of Customers

Finance & Regulatory Affairs

# of Customers

Customer Service

Human Resources

# of Customers
# of Customers

# of Employees

Environment, Health & Safety

# of Customers

Energy Supply and Resource
Development

# of Customers

Information Technology # of Customers
# of Employees
Facilities # of Customers
# of Employees
Operations Support # of Customers

Engineering Services and Project
Management

# of Customers

Specific Allocation %

Operations

# of Customers

# of Employees

Specific Allocation %

Energy Solutions & External
Relations

# of Customers

Specific Allocation %

Note 1: Does not include Timesheet (or Direct Charge) allocations.
Note 2: The Shared Service Fee may be amended from time to time by the written

agreement of the parties.
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Schedule “A”

Description of Services



Schedule “B”

Shared Service Fee



Appendix E-5

CONTINUING SERVICES - FEI AND FHI



SPECIFIC COMMITTED SERVICES ]

2015 CONTRACT )
|FortisBC Holdings Inc. |

[ Hours | DOLLARS* |{_OOLLARS* | ODOLLARS®
FortisBC Holdings | FortisBC Holdings | | FortisBC Holdings | FortisBC Holdings

Inc. Non-Uliity | Inc. Non-Ultility Inc. Non-Ullity | Inc. Non-Ulility
r Totals 1436 |$§ 146627.23 ||$§ 115897.48 | § 3072975

CHARGEABLE Dollars - NRB

SPECIFIED COMMITTED SERVICES IS LOADED Doll;rso-& (I:wmdlt Rucaverids -

1% Position SURRAME CLASS |_CoF ] AREA [ _DEPT_] GRADE |_RATE DOLLARS Revanua
1 [Financa & Planning Direclor 2076 Finance FIN MGB  § 147.91 1503 2640578 ||5 2218767 [§ 4.218.71
2 {Financial Planning Manager 2076 _Finance FiN ME7___§ 842§ 105 1,060.07 | [ § 84240 | § 217.58
3 [Sencir Requiatory Work Leader 2076 Fmance FIN O11FR 83,14 5183 sazs028ifs 4302753 11,202.75
4 {Assel Accounting Manager 2078 Finance FIN M59 74.29 2% 18010 |18 14858 | § 41.52
5 [Assel Accounting Analyst 2 2076 Finance FIN O8FR 60.26 18]% 1,433 06 | 1084591 % 34846
& [Financial Accounting Clerk 4 2076 Finance FIN OBFR 6026 12§ 955.37 73061 S 232 31
7 |Financial Accounting Clerk 3 2076 Finance FIN O7TMP__§ 3311 80 | % 3,080 62 264005 $ 133157
8 |Credit Card Administrator 2153 Finance FIN O7FR 58.08 Bls 254833 | | § 1.916.67 | § 631.67
9 |Credit Card Administralor 2153 Finance EIN O7FR 56.08 338 254833 | 191667 1 § 631.67
10 [Accounts Payable Leader 2153 Finance FIN OBFR 60.26 40 (% 3.184.56 | 241020]'$ 77435
11 [Accounts Payabla Clerk 2 2153 Finance FIN O06FR 53.78 45 % 3.261.97 241907 | § 842.00
12 |Accounts Payabie Clerk 2 2153 Finance FIN O6FR__ $ 5378 45§ 3,261.97 241907 | § 842.00
13 [Accounis Payabla Clerk 2 COPE 2153 Finance FIN O6FR__§ 53.78 a5 % 326197 || 8 2419078 842.00
14 [Accounts Payabla Clerk 2 COPE 2153 Finance FIN O6FR__§ 5378 | 4513 3.26107 || 241907 [ § 842.00
15 . COPE 2153 Finance FIN O5FR__ S 4980 )| 451§ 306070 || § 224527185 824,53
16 2153 Finance FIN OBFR__ § 60.26 45]8% 358262 |§ 271148 | § 871.15
17 2174 Human Resources HROG MO8 § 147.91 40[% 704154 |['s 5.016.55 | § 1,124.99
18 2174 Human Resources HROG M75__$ g3dl 2013 232170 | | 3 1,866.21 ] § 45349
9 2174 Human Resowces HROG MBI § 10221 20 2,515.26 | [ 3 204418 | § 47108
20 2174 Human Resources HROG M51  § 8504 a5 § 381059 | |3 2,026.90 | § 662,69
21 2174 Human Resources HROG MS9 5 7420 WS 285154 || § 222867 | § 622.87
22 2174 Human Resourcas M7 § 8425 205 212014 || s 168407 ] § 435.16
2 2247 Siraleqic Communications M7 § 8425 ls 318020 | 25274618 852.75
24 [Communications Co-ordinator Strategic Commurications MABD __ OSFR _§ 67.96 (| _ 191% 187375 || § 120120 [ § 382.46
25 Stralenic Communications  M&BD MB7 84.25 1515 1,500.10 | | § 126373 [ § 326 37
26 Stralegic Communications M3BD ___ O10FR__$ _74.10 25|8 237122 [ 1,852.62 [ § 518.60
27 Strategic Communications M38D M8 147.91 3% 528.12 | | 44374 | § 84.37 |
28 [Sr Manager, Cuslomer Communicalions Stralegic Commurscations _ M&BD M83_ § 102.21 —als 377.29 | [ 30663 | § 70.66




SPECIFIED COMMITTED SERVICES

*inciudes appileabls overtwad loading pet Transfer Pricing Policy and Code of Conduct

CHARGEABLE Dollars - NRB
N\ HOURS LOADED Dollars - Gredit | gocoveries -
DOLLARS to 04M Rovenue
NUW Posilion T _SURNAME ] GIVEN | CLASS | CC# | AREA | /gglrr [ GRADE | RATE
A ]
STEP 1 Please indicate your acceptance of this final coplracl by siqning below: T ’I \vn {
Approved by: Date: LAZ
{PRINT NAME)
Approved by:
{SIGNATURE}
STEP 2 Retumn to:
Draisy Giit, Financial Reporiing Manager
16705 Fraser Highway, Sutrey BC V4N DES
{SD 3-204)




Appendix F

SUMMARY MATRIX COMPARING KEY SECTIONS OF THE
FEI ALL-INCLUSIVE COC/TPP



Summary Matrix Comparing Key Sections of the FEI All-Inclusive CoC/TPP

Section

AU

ARB

ANRB

Resource Sharing

2. Shared Services and Personnel

a) This Code recognizes the potential
benefits to [FortisBC Energy] and Affiliates
in sharing resources.

b) [FortisBC Energy] will only its share
services and non-executive personnel
with Affiliates in circumstances where:

1. the services can be identified and
tracked effectively and there are
other appropriate safeguards in
place as discussed in Section 7 of
this document;

2. there is limited potential for
disclosure of confidential
information; and

3. there are benefits to [FortisBC
Energy] customers.

[FortisBC Energy] may also its share
services and non-executive personnel
with an AU where there is no detriment
to [FortisBC Energy].

c) Business Development Personnel

[FortisBC Energy] will not share business
development personnel with an Affiliate
where the Affiliate is carrying out
business development activities to
acquire customers seeking energy

2. Shared Services and Personnel

a) This Code recognizes the potential
benefits to [FortisBC Energy] and Affiliates
in sharing resources.

b) [FortisBC Energy] will only its share
services and non-executive personnel
with Affiliates in circumstances where:

1. the services can be identified and
tracked effectively and there are
other appropriate safeguards in
place as discussed in Section 7 of
this document;

2. thereis limited potential for
disclosure of confidential
information; and

3. there are benefits to [FortisBC
Energy] customers.

[FortisBCE ! ool .
. I . |
} AL I . atei
to-[FortisBC-Energyl:

c) Business Development Personnel

[FortisBC Energy] will not share business
development personnel with an Affiliate
where the Affiliate is carrying out
business development activities to
acquire customers seeking energy

2. Shared Services and Personnel

a) This Code recognizes the potential
benefits to [FortisBC Energy] and Affiliates
in sharing resources.

b) [FortisBC Energy] will only share its
services and non-executive personnel
with Affiliates in circumstances where:

1. the services can be identified and
tracked effectively and there are
other appropriate safeguards in
place as discussed in Section 7 of
this document;

2. thereis limited potential for
disclosure of confidential
information; and

3. there are benefits to [FortisBC
Energy] customers.

[FortisBCE | oot .
) ) |
" AL . .
to-[FortisBC Energyl:

c¢) Business Development Personnel

[FortisBC Energy] will not share business
development personnel with an Affiliate
where the Affiliate is carrying out
business development activities to
acquire customers seeking energy
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products and services available in a
competitive marketplace and where
[FortisBC Energy] is providing similar
energy solutions.

FortisBC Energy and an AU can share
business development personnel.

d) Natural Gas Portfolio, Mitigation and
Contract Negotiation Personnel

[FortisBC Energy] will not share personnel
directly responsible for natural gas
portfolio planning and mitigation
activities and related contract
negotiations with Aitken Creek Gas
Storage ULC and FortisBC Midstream Inc.
Refer to Appendix A for the relevant
positions.

e) Directors and officers/executives with
dual management roles in [FortisBC
Energy] and an Affiliate are required to
execute a non-disclosure agreement.

In the situation of an AU, a non-disclosure
agreement is not required.

products and services available in a
competitive marketplace and where
[FortisBC Energy] is providing similar
energy solutions.

FortisBC Energy-and-anAl-canshare
business-developmentpersonnel:

d) Natural Gas Portfolio, Mitigation and
Contract Negotiation Personnel

[FortisBC Energy] will not share personnel
directly responsible for natural gas
portfolio planning and mitigation
activities and related contract
negotiations with Aitken Creek Gas
Storage ULC and FortisBC Midstream Inc.
Refer to Appendix A for the relevant
positions.

e) Directors and officers/executives with
dual management roles in [FortisBC
Energy] and an Affiliate are required to
execute a non-disclosure agreement.

he-situation-ofanAU. el
. o

products and services available in a
competitive marketplace and where
[FortisBC Energy] is providing similar
energy solutions.

FortisBC Energy-and-anAl-canshare
business-developmentpersonnel:

d) Natural Gas Portfolio, Mitigation and
Contract Negotiation Personnel

[FortisBC Energy] will not share personnel
directly responsible for natural gas
portfolio planning and mitigation
activities and related contract
negotiations with Aitken Creek Gas
Storage ULC and FortisBC Midstream Inc.
Refer to Appendix A for the relevant
positions.

e) Directors and officers/executives with
dual management roles in [FortisBC
Energy] and an Affiliate are required to
execute a non-disclosure agreement.

I the-situation-ofanAl. ficel

Provision of
Information

3. Provision of Information by FortisBC
Energy Inc.

a) Individual Customer Information must
be treated as required by the
Personal Information Protection Act
(PIPA). Subject to subsection (b)
below, the Customer Information

3. Provision of Information by FortisBC
Energy Inc.

a) Individual Customer Information must
be treated as required by the
Personal Information Protection Act
(PIPA). Subject to subsection (b)
below, the Customer Information

3. Provision of Information by FortisBC
Energy Inc.

a) Individual Customer Information must
be treated as required by the
Personal Information Protection Act
(PIPA). Subject to subsection (b)
below, the Customer Information
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should only be released with the
written consent of the customer or
representative of the customer.

b) [FortisBC Energy] may disclose to a
party that requests Customer
Information that is aggregated or
summarized in such a way that
confidential or individual information
would not be ascertained by third
parties. A written consent will be not
required for the release of aggregated
or summarized Customer
Information.

c) If a customer requests their
information be provided to a specific
party, only that party may receive the
information. If a customer agrees to a
general release of their information,
or if the aggregated or summarized
Customer Information is released,
that information must be made
available to all interested parties who
request it, without discrimination as
to access, timing, cost or content.

When the Customer Information or
Commercial Information is provided, the
requesting party must pay a reasonable
price that allows FortisBC Energy to
recover the cost of extracting and
providing the information. All parties
should pay the same price for the same
information.

should only be released with the
written consent of the customer or
representative of the customer.

b) [FortisBC Energy] may disclose to a
party that requests Customer
Information that is aggregated or
summarized in such a way that
confidential or individual information
would not be ascertained by third
parties. A written consent will be not
required for the release of aggregated
or summarized Customer
Information.

c) If a customer requests their
information be provided to a specific
party, only that party may receive the
information. If a customer agrees to a
general release of their information,
or if the aggregated or summarized
Customer Information is released,
that information must be made
available to all interested parties who
request it, without discrimination as
to access, timing, cost or content.

When the Customer Information or
Commercial Information is provided, the
requesting party must pay a reasonable
price that allows FortisBC Energy to
recover the cost of extracting and
providing the information. All parties
should pay the same price for the same
information.

should only be released with the
written consent of the customer or
representative of the customer.

b) [FortisBC Energy] may disclose to a
party that requests Customer
Information that is aggregated or
summarized in such a way that
confidential or individual information
would not be ascertained by third
parties. A written consent will be not
required for the release of aggregated
or summarized Customer
Information.

c) If a customer requests their
information be provided to a specific
party, only that party may receive the
information. If a customer agrees to a
general release of their information,
or if the aggregated or summarized
Customer Information is released,
that information must be made
available to all interested parties who
request it, without discrimination as
to access, timing, cost or content.

When the Customer Information or
Commercial Information is provided, the
requesting party must pay a reasonable
price that allows FortisBC Energy to
recover the cost of extracting and
providing the information. All parties
should pay the same price for the same
information.
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d) [FortisBC Energy] will not provide
Commercial Information to an Affiliate
except in the case of an AU.

| [FortisBC il .
: i . i

exceptin-the-case-ofan-Ab-

I [FortisBC T o
: i . il

exceptinthe-case-ofan-Ab-

Preferential Treatment

4. Preferential Treatment

[FortisBC Energy] will not state or imply
that favoured treatment will be available
to customers of [FortisBC Energy] as a
result of using any service of an Affiliate.

In addition, no Company personnel will
condone or acquiesce in any other person
stating or implying that favoured
treatment will be available to customers
of the Company as a result of using any
product or service of an Affiliate.

This section on Preferential Treatment is
not applicable to an AU.

5. Equitable Access to Services

Except as required to meet acceptable
quality and performance standards, and
except for some specific assets or services
which require special consideration as
approved by the Commission, [FortisBC
Energy] will not preferentially direct its
customers to an Affiliate.

In discussing energy alternatives with a
customer, or a potential customer,
[FortisBC Energy] personnel may not
preferentially direct customers to an

4. Preferential Treatment

[FortisBC Energy] will not state or imply
that favoured treatment will be available
to customers of [FortisBC Energy] as a
result of using any service of an Affiliate.

In addition, no Company personnel will
condone or acquiesce in any other person
stating or implying that favoured
treatment will be available to customers
of the Company as a result of using any
product or service of an Affiliate.

Thi . Praf LT .
notappheabletoanAls

5. Equitable Access to Services

Except as required to meet acceptable
quality and performance standards, and
except for some specific assets or services
which require special consideration as
approved by the Commission, [FortisBC
Energy] will not preferentially direct its
customers to an Affiliate.

In discussing energy alternatives with a
customer, or a potential customer,
[FortisBC Energy] personnel may not
preferentially direct customers to an

4. Preferential Treatment

[FortisBC Energy] will not state or imply
that favoured treatment will be available
to customers of [FortisBC Energy] as a
result of using any service of an Affiliate.

In addition, no Company personnel will
condone or acquiesce in any other person
stating or implying that favoured
treatment will be available to customers
of the Company as a result of using any
product or service of an Affiliate.

Thi . Praf ol T .
aotapphcabletoanAl-

5. Equitable Access to Services

Except as required to meet acceptable
quality and performance standards, and
except for some specific assets or services
which require special consideration as
approved by the Commission, [FortisBC
Energy] will not preferentially direct its
customers to an Affiliate.

In discussing energy alternatives with a
customer, or a potential customer,
[FortisBC Energy] personnel may not
preferentially direct customers to an
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Affiliate. If a customer, or potential
customer, requests from [FortisBC
Energy] information about products or
services offered by an Affiliate, [FortisBC
Energy] may provide such information,
including a directory of suppliers of the
product or service, but shall not promote
any specific supplier in preference to any
other supplier.

This section on Equitable Access to
Services is not applicable to an AU.

Affiliate. If a customer, or potential
customer, requests from [FortisBC
Energy] information about products or
services offered by an Affiliate, [FortisBC
Energy] may provide such information,
including a directory of suppliers of the
product or service, but shall not promote
any specific supplier in preference to any
other supplier.

Thi . Eeui :
orvicos i AL

Affiliate. If a customer, or potential
customer, requests from [FortisBC
Energy] information about products or
services offered by an Affiliate, [FortisBC
Energy] may provide such information,
including a directory of suppliers of the
product or service, but shall not promote
any specific supplier in preference to any
other supplier.

i . Eauitables
Servicos | licabl AL

Compliance

7. Compliance and Complaints

a) The Director of Finance at [FortisBC
Energy] will be responsible for
monitoring compliance at [FortisBC
Energy] with this Code. This will
include advising all of its employees
of their expected conduct pertaining
to this Code, and with quarterly
reminders to management of
employees who may be directly
involved with Affiliate activities.

b) [FortisBC Energy] will monitor
employee compliance with this Code
by also conducting an annual
compliance review, the results of
which will be summarized in a report
to be filed with the Commission
within 60 days of the completion of
this review.

c) Complaints by third parties about the
application of this Code, or any

7. Compliance and Complaints

a) The Director of Finance at [FortisBC
Energy] will be responsible for
monitoring compliance at [FortisBC
Energy] with this Code. This will
include advising all of its employees
of their expected conduct pertaining
to this Code, and with quarterly
reminders to management of
employees who may be directly
involved with Affiliate activities.

b) [FortisBC Energy] will monitor
employee compliance with this Code
by also conducting an annual
compliance review, the results of
which will be summarized in a report
to be filed with the Commission
within 60 days of the completion of
this review.

c) Complaints by third parties about the
application of this Code, or any

7. Compliance and Complaints

a) The Director of Finance at [FortisBC
Energy] will be responsible for
monitoring compliance at [FortisBC
Energy] with this Code. This will
include advising all of its employees
of their expected conduct pertaining
to this Code, and with quarterly
reminders to management of
employees who may be directly
involved with Affiliate activities.

b) [FortisBC Energy] will monitor
employee compliance with this Code
by also conducting an annual
compliance review, the results of
which will be summarized in a report
to be filed with the Commission
within 60 days of the completion of
this review.

¢) Complaints by third parties about the
application of this Code, or any
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alleged breach thereof, should be
addressed in writing to the
Company’s Director of Finance and
the Executive Vice-President
responsible for Regulatory Affairs,
who will bring the matter to the
immediate attention of the
Company’s senior management and
promptly initiate an investigation into
the complaint. The complainant,
along with the Commission, will be
notified in writing of the results of the
investigation, including a description
of any course of action which will be
or has been taken promptly following
the completion of the investigation.
The Company will endeavour to
complete this investigation within 30
days of the written receipt of the
complaint.

alleged breach thereof, should be
addressed in writing to the
Company’s Director of Finance and
the Executive Vice-President
responsible for Regulatory Affairs,
who will bring the matter to the
immediate attention of the
Company’s senior management and
promptly initiate an investigation into
the complaint. The complainant,
along with the Commission, will be
notified in writing of the results of the
investigation, including a description
of any course of action which will be
or has been taken promptly following
the completion of the investigation.
The Company will endeavour to
complete this investigation within 30
days of the written receipt of the
complaint.

alleged breach thereof, should be
addressed in writing to the
Company’s Director of Finance and
the Executive Vice-President
responsible for Regulatory Affairs,
who will bring the matter to the
immediate attention of the
Company’s senior management and
promptly initiate an investigation into
the complaint. The complainant,
along with the Commission, will be
notified in writing of the results of the
investigation, including a description
of any course of action which will be
or has been taken promptly following
the completion of the investigation.
The Company will endeavour to
complete this investigation within 30
days of the written receipt of the
complaint.

Financing and Other
Risks

8. Financing and Other Risks

[FortisBC Energy] will not normally
provide financing, or any form of financial
assistance including co-signing of loans, to
an Affiliate. No [FortisBC Energy]
financing or other financial assistance,
including cross-guarantees, can occur
under any circumstances without advance
Commission approval.

8. Financing and Other Risks

[FortisBC Energy] will not normally
provide financing, or any form of financial
assistance including co-signing of loans, to
an Affiliate. No [FortisBC Energy]
financing or other financial assistance,
including cross-guarantees, can occur
under any circumstances without advance
Commission approval.

8. Financing and Other Risks

[FortisBC Energy] will not normally
provide financing, or any form of financial
assistance including co-signing of loans, to
an Affiliate. No [FortisBC Energy]
financing or other financial assistance,
including cross-guarantees, can occur
under any circumstances without advance
Commission approval.

Transfer Pricing Rules

1. Pricing Rules

i. If an applicable [FortisBC Energy] tariff
rate exists, the Transfer Price to an

1. Pricing Rules

i. If an applicable [FortisBC Energy] tariff
rate exists, the Transfer Price to an

1. Pricing Rules

i. If an applicable [FortisBC Energy] tariff
rate exists, the Transfer Price to an
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Affiliate will be set according to the tariff.

ii. Where no tariff rate exists, the Transfer
Price will be set on the basis of the higher
of market price or the fully allocated cost.

iii. Where there is no market price or a
market price is not readily discernable,
the Transfer Price will be set on the basis
of fully allocated cost.

iv. In situations where it can be shown
that an alternative Transfer Price will
provide greater benefits to the [FortisBC
Energy] customers, [FortisBC Energy]
must apply to the Commission for a
variance from the pricing rules i, ii, or iii.

v. If there is an agreement between
[FortisBC Energy] and an Affiliate that has
been reviewed by the Commission in
another proceeding, that agreement
applies.

Affiliate will be set according to the tariff.

ii. Where no tariff rate exists, the Transfer
Price will be set on the basis of the higher
of market price or the fully allocated cost.

iii. Where there is no market price or a
market price is not readily discernable,
the Transfer Price will be set on the basis
of fully allocated cost.

iv. In situations where it can be shown
that an alternative Transfer Price will
provide greater benefits to the [FortisBC
Energy] customers, [FortisBC Energy]
must apply to the Commission for a
variance from the pricing rules i, ii, or iii.

v. If there is an agreement between
[FortisBC Energy] and an Affiliate that has
been reviewed by the Commission in
another proceeding, that agreement
applies.

Affiliate will be set according to the tariff.

ii. Where no tariff rate exists, the Transfer
Price will be set on the basis of the higher
of market price or the fully allocated cost.

iii. Where there is no market price or a
market price is not readily discernable,
the Transfer Price will be set on the basis
of fully allocated cost.

iv. In situations where it can be shown
that an alternative Transfer Price will
provide greater benefits to the [FortisBC
Energy] customers, [FortisBC Energy]
must apply to the Commission for a
variance from the pricing rules i, ii, or iii.

v. If there is an agreement between
[FortisBC Energy] and an Affiliate that has
been reviewed by the Commission in
another proceeding, that agreement
applies.
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