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1

1. INTRODUCTION

2
3
4
5
6
7
8
9
10
11
12

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 NonNatural 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 nonregulated 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.

13
14
15
16
17
18
19
20
21
22
23

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” 1. 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.

24

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

25
26
27
28

•

Affiliated Non-Regulated Business – Affiliate NRB or ANRB
Affiliated Regulated Business Operating in a Non-Natural Monopoly Environment –
Affiliate Regulated Business (ARB) 2
Affiliated Natural Monopoly Utility – Affiliate Utility (AU)

29
30
31
32

Order G-65-15, which approved the CoC/TPP for Affiliate Regulated Businesses, resulted from
FEI’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:

33
34

“… 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

1
2

Appendix A to Order G-143-14, p. 3.
Previously referred to as ARBNNM.
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1
2

current review would be limited to the COC and TPP for affiliated regulated businesses
operating in a non-natural monopoly environment (Phase 1).

3
4
5
6
7

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)…

8
9
10
11
12

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).

13
14
15
16
17
18

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 ARBNNMs or from the Guidelines.” [Emphasis added.]

19
20
21
22
23
24
25
26

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 Affiliate NRBs. These policies are generally consistent with the
approved CoC/TPP for ARB, and do not necessitate material changes. FEI’s proposed AllInclusive CoC/TPP complies with the Commission’s direction and provides an appropriate basis
for FEI’s activities going forward.

27
28
29
30

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.

31

2. REGULATORY HISTORY

32

2.1

33
34
35

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

RETAIL MARKETS DOWNSTREAM OF THE METER (RMDM)
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1
2
3

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.

4
5

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

6

Regarding the Commission’s objectives: 3

7
8

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

9
10

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.

11
12

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

13

Regarding the Commission’s conclusion vis-a-vis a utility’s transfer pricing policy: 4

14
15

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

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

i.
ii.
iii.

iv.
v.

The operating costs of non-regulated activities are not reflected in the utility’s cost of
service.
The costs of developing new business ventures are charged to and recovered from
the NRB.
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.
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.
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: 5

32
33

“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:
3
4
5

RMDM Guidelines, Figure 6, page 23.
RMDM Guidelines, page 25.
RMDM Guidelines, pages 26 and 27.
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1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

i.

ii.

iii.

iv.

v.

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.”

ALTERNATIVE ENERGY SERVICES (AES) INQUIRY

36

2.2

37
38
39
40
41
42

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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1
2
3
4
5

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.

6
7
8
9
10
11

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.

12
13

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

14

Regarding the applicability of the three RMDM objectives for non-regulated businesses: 6

15

“Key Principle

16
17
18
19
20
21
22
23
24
25

i.

The Commission Panel reaffirms the following RMDM objectives:
•
•

•

“There must be no subsidy of unregulated business activities, whether
undertaken by the utility or its [non-regulated business], by utility ratepayers.”
“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: 7

26
27

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

28
29
30
31
32
33
34
35

•

6
7

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
o use of the full cost to provide the service or market pricing, whichever
is higher.
All costs and services provided between a Regulated and a Non-Regulated
Affiliated Business are to be fully disclosed to the Commission.

AES Inquiry Report, page 21.
AES Inquiry Report, page 21.
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1
2
3
4

Regarding the guideline for sharing of resources between two AUs: 8

5
6
7

“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. 9

8
9
10
11
12
13
14

To the extent that information is shared by a Regulated Business with a Nonregulated Business, it must also be shared with any interested non-related
business.”

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

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: 10

15

“Key Principles:

16
17
18
19
20
21
22

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

ii.

iii.

23

Guidelines:

24
25
26

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:
•

27
28
29
30
31
32

Subject to customer consent:
o

8
9
10

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;

AES Inquiry Report, page 25.
AES Inquiry Report, page 33.
AES Inquiry Report, page 37.
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1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19

o

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

•

•

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

AMALGAMATION OF EXISTING COC/TPP FOR AFFILIATES

20

2.3

21
22
23
24

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.

25

Affiliate Regulated Businesses

26
27
28
29
30
31

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.

32

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

33

Affiliate Non-Regulated Businesses

34
35
36
37

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
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2

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

3

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

4

Affiliate Utilities

5
6
7
8
9
10
11

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 20122013 RRA Application and also in its 2014 to 2018 Multi-Year PBR Application. For further
details of these entities, refer to following section.

12
13

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

14

3. CURRENT AFFILIATE STRUCTURE AND AGREEMENTS

15

3.1

16
17
18

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. 11

CURRENT ORGANIZATIONAL STRUCTURE AND AFFILIATE ACTIVITIES

19

11

Appendix D1.
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Figure 1: FortisBC Organization Structure and FEI Affiliates

12

2
3
4

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

5

Aitken Creek Gas Storage ULC (ACGS)

6
7

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.

8
9
10

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.

11
12

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.

13

FortisBC Alternative Energy Services Inc. (FAES)

14
15
16
17
18

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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2

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.

3
4
5

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.

6

FortisBC Huntingdon Inc. (FBCH)

7
8
9
10
11

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.

12
13
14
15

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.

16

FortisBC Inc. (FBC)

17
18
19
20
21

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.

22
23
24
25

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.

26

FortisBC Holdings Inc. (FHI)

27
28
29
30

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.

31
32
33
34
35
36

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 L2 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. (FMI)

2
3

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.

4
5

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.

6

FortisBC Pacific Holdings Inc. (FPHI)

7
8
9

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.

10

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

11

Fortis Inc. (FI)

12
13
14

FI 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.

15

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

16

3.2

17
18
19
20

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.

21

Corporate Services

22
23
24
25
26

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 13.

27
28
29

In Order G-143-14 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:

13
14

FEI SHARED SERVICES AGREEMENTS

Order G-138-14 and Decision, page 230.
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.”

4

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

5

Mutual Shared Services with FortisBC Inc.

6
7
8
9
10

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 15. 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.

11
12

In its 2014 to 2018 Multi-Year PBR Application, FEI provided the following discussion which
remains applicable today: 16

13
14
15
16

“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.

17
18
19
20
21
22
23
24

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.”

25
26

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

27

Shared Services with Other FEI entities

28
29
30
31
32
33

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

15
16

Order G-138-14 and Decision, page 229.
FEI 2014-2018 PBR Application, page 280.
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2

number of employees and customers. With the amalgamation of the entities FEI gas utilities,
these shared services agreements are no longer required.

3

See Appendix E3 and E4 for copies of the agreements.

4

Continuing Services

5
6
7
8
9
10
11
12

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.

13
14

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

15
16

4.1

17
18

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:

19
20
21
22
23

“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.”

24
25
26

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.

27
28
29
30
31
32

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.

33
34

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

ABRIDGED PROCESS AND CONSULTATION WORKSHOP WITH
STAKEHOLDERS
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4
5
6
7

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.

8
9
10
11
12
13

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.

14
15
16
17
18

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:

19
20

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

21
22
23
24
25
26
27
28

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 AllInclusive 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.

29
30

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

31

4.2

32
33
34
35
36
37
38

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 AllInclusive CoC/TPP. This is with the understanding that the ARB Decision has already

FEI’S PROPOSED ALL-INCLUSIVE COC/TPP

PAGE 14

FORTISBC ENERGY INC.
CODE OF CONDUCT AND TRANSFER PRICING POLICY

1
2

incorporated the Commission’s consideration of the RMDM Guidelines and the AES Inquiry
Report.

3
4
5
6
7
8
9

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 A2.
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.

10

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

11
12

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

13
14
15

“FEI 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:

16
17

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

18

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

19

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

20
21

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.”

22
23
24
25
26

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.

27
28

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.

29
30
31
32
33
34

“…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.”

35
36

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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9
10

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:

11
12
13
14

“[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.

15

Precluding Sharing of Business Development Personnel

16
17
18
19

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.

20
21
22
23
24
25

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.

26
27
28
29
30
31

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).

32
33

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

34
35
36
37
38

“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.

6
7

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

8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

“[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 17 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 AllInclusive 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.

17

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

2
3
4

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.”

5
6
7
8
9
10
11

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.

12
13
14
15
16
17

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.

18

Accordingly, FEI has added to Section (e) in the All-Inclusive CoC/TPP the following sentence.

19

“In the situation of an AU, a non-disclosure agreement is not required.”

20

Refer to page 7 of Appendix A2 CoC.

21

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

22
23
24
25

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.

26
27
28
29

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.

30

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

31
32
33
34

“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.”

4
5
6
7
8
9

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.

10

Wording has been added to the All-Inclusive CoC/TPP in the following sections.

11

In the CoC Principles section, the following sentence has been added as item (iii)

12
13
14
15

“[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),

16
17
18
19
20

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

21

Refer to page 8 of Appendix A2 CoC.

22

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

23

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

24
25
26
27
28

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

“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:

29

4.

Preferential Treatment

30
31
32
33
34

[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

2
3
4
5
6
7
8
9
10

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.

11
12
13
14
15
16

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.

17
18
19

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.

20
21
22
23

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.

24

Refer to pages 8 to 10 of Appendix A2 CoC.

25

4.2.4 Compliance (Section 7 of the Code of Conduct)

26
27
28
29
30
31
32

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.

33

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)

2
3
4

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:

5
6
7
8
9
10

“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.”

11
12
13
14
15

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.

16

Refer to page 11 of Appendix A2 CoC.

17

4.2.6 Pricing Rules (Transfer Pricing Policy)

18

Regarding pricing rules, the ARB Decision at page 42 stated:

19
20
21
22
23
24
25
26
27
28

i.
ii.
iii.
iv.

“If an applicable [FortisBC Energy] tariff rate exists, the Transfer Price 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 the market price is not readily determinable 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 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:

29
30
31

“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;”

32
33
34
35
36

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.

5
6

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.

7
8

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

9

Refer to page 6 of Appendix A2 TPP.

10

5. SUMMARY

11
12
13
14
15
16
17
18

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. 18

19
20
21
22
23
24
25

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 AllInclusive 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.

26
27

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

28

18

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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Appendix A
PROPOSED ALL-INCLUSIVE CODE OF CONDUCT AND
TRANSFER PRICING POLICY

Appendix A-1
FEI PROPOSED ALL-INCLUSIVE CODE OF CONDUCT AND
TRANSFER PRICING POLICY – JUNE 30, 2016

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.

DEFINITIONS
Affiliate

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.

Affiliated Natural Monopoly
Utility (AU)

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.

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

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.

Affiliated Non-Regulated
Business (ANRB)

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.

Commercial Information

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.

Commission

British Columbia Utilities Commission.

Customer Information

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.

FortisBC Energy Inc.

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

Guidelines

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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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.
RMDM

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.

Transfer Price or Transfer
Pricing

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

[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.

ii.

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.

iii.

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

iv.

[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.

v.

[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.

vi.

[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 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 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.

d)

4.

[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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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 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.

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,
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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d)

8.

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 an Affiliate. No [FortisBC Energy] financing or other
financial assistance, including cross-guarantees, can occur under any circumstances without
advance Commission approval.

9.

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.

10.

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 whollyowned 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. 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.

Page 9

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.

T R A N S F E R

P R I C I N G

P O L I C Y

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

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.

Affiliated Natural
Monopoly Utility (AU)

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.

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

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.

Affiliated Non-Regulated
Business (ANRB)

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.

Commercial Information

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.

Commission

British Columbia Utilities Commission.

Customer Information

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.

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.

Fair Market Value

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

FortisBC Energy Inc.

Fully Allocated Cost

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

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

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.

RMDM

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.

Transfer Price or Transfer
Pricing

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.

POLICY
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.
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1.

2.

Pricing Rules
i.

If an applicable [FortisBC Energy] tariff rate exists, the Transfer Price to an 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, that agreement applies.

Determining Costs
i.

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].
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2.1

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 (“offsite”). 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.
iii.

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 Energy] 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.

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 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.
4.4

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 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.
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[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

Specific Committed Service

3

As Required Service
On-Site
Short Term

Off-Site
Short Term

Off Site
Extended

Designated
Subsidiary / Affiliate
Service

Off-Site
Full-time

On-Site
Full-time

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

423.69
10%

GENERAL OVERHEAD

5%

10%

423.69
10%

SUPERVISION

N/A

Direct
Charge

20%

N/A

N/A

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
Charge

Direct
Charge

Direct
Charge

Direct
Charge

Direct
Charge

N/A

$653.00

$784.00

$1,033.00

$909.00

$778.00

$653.00

2.00
1.05

2.40
1.26

3.16
1.66

2.78
1.46

2.38
1.25

2.00
1.05

TOTAL FULLY ALLOCATED COSTS PER DAY
Cost Ratio to Base Pay per day
Cost Ratio to Loaded Labour per day

423.69
5%

5%
Direct
Charge

* 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 Utility Resources and Services to Affiliated Regulated Businesses Operating in
a Non-Natural Monopoly Environment (ARBNNM)Affiliates
April 28, 2015
Proposed June 30, 2016

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
(ARBNNMs)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 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 customer, utility, or confidential information. The Code will also
determine the nature of the relationship between [FortisBC Energy] and ARBNNMsCustomer
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.

Comment [A1]: Refer to section 4.2.2 of the
Application for discussion.
Comment [A2]: Refer to section 4.2.6 of the
Application for discussion. This wording is
consistent with that added to the TPP – Pricing
Rules.

[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
ARBNNMsits 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.
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Comment [A3]: To streamline the CoC/TPP
documents, this paragraph moved from the “Policy”
section of the TPP.

The [FortisBC Energy] Transfer Pricing Policy for ARBNNMs,Affiliates (Transfer Pricing Policy)
dated April 28, 2015,[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.
This Code governs the relationships between [FortisBC Energy] and its Affiliated Regulated Businesses
operating in a non-natural monopoly environment. This Code does not replacereplaces the existing
CodeCodes of Conduct governing the relationship between [FortisBC Energy] and Non-Regulated
businesses (NRBs).its Affiliates.
Comment [A4]: Definitions updated to address
All Inclusive aspects of CoC.

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.

Guidelines

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.

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

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.

RMDM

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.

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

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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Affiliate

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

Affiliated Natural Monopoly
Utility (AU)

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.

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

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.

Affiliated Non-Regulated
Business (ANRB)

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.

Commercial Information

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.

Commission

British Columbia Utilities Commission.

Customer Information

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.

FortisBC Energy Inc.

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

Guidelines

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
Page 1
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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.
RMDM

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.

Transfer Price or Transfer
Pricing

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
CODE OF CONDUCT PRINCIPLES
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 NonNatural Monopoly Environment [ARBNNM].an Affiliate.
i.

ii.

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

iv.

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

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

The control of information should not provide a competitive advantage.

iii.ii. Aggregated 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.
Information or individual Customer information (aggregate or customer specific with
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 advantage.
iii.

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

[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 ARBNNM.Affiliate. Additionally, [FortisBC Energy] and its employees will not
preferentially direct customers to an ARBNNMAffiliate. This principle is not
applicable to an AU.

v.

[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.

vi.

[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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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.

vii.

viii.

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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Comment [A11]:
To streamline the CoC/TPP documents, this
paragraph moved to the FEI TPP under Scope
(second paragraph).

Comment [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 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] 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

c)

[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 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.

d)

Directors and officers/executives with dual management roles in [FortisBC Energy]
and an Affiliate are required to execute a non-disclosure agreements.

e)

The costsagreement. In the situation 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
ARBNNMsan AU, a non-disclosure agreement is not required.
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Comment [A13]: Refer to section 4.2.1 of the
Application for discussion of this section on “Shared
Services and Personnel”

3.

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

Provision of Information by [FortisBC Energy Inc.].

Individual 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.
Information
[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.
a)

Customer specific information must be treated in accordance withas 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.

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 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, 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 the price associated with
the provision of the information, without discrimination as to access, timing, cost
or content.
When the Customer information will beInformation or Commercial Information is
provided at , the requesting party must pay a reasonable price reflecting market
circumstances 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 or similar information.

d)

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

[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.

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

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. 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.
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This section on Preferential Treatment is not applicable to an AU.
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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 its customers to an ARBNNM.
Affiliate.

Comment [A16]: Refer to section 4.2.3 of the
Application for discussion of this section on
“Equitable Access to Services”

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 ARBNNMAffiliate, [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.
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,
and with quarterly updates forreminders to management of employees who may be
directly involved with ARBNNMAffiliate 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, 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. 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.

Page
10

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.

d)

8.

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 ARBNNMan Affiliate. No [FortisBC Energy]
financing or other financial assistance, including cross-guarantees, can occur under any
circumstances without advance Commission approval.

9.

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

Use of FortisBCUtility Name
The use of the FortisBC name by an ARBNNMAffiliate 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.

10.

Comment [A19]: Refer to section 4.2.5 of the
Application for discussion of this section on
“Financing and Other Risks”

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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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).

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 whollyowned 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. 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.
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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] Transfer Pricing Policy for Affiliated Regulated Businesses Operating in a
Non-Natural Monopoly Environment

FortisBC Energy Inc.

T R A N S F E R

P R I C I N G

P O L I C Y

For Provision of Utility Resources and Services to Affiliated Regulated Businesses Operating
in a Non-Natural Monopoly Environment (ARBNNM)Affiliates
April 28, 2015
Proposed June 30, 2016

SCOPE
This policyThis 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 Affiliated Regulated Businesses Operating in a Non-Natural
Monopoly Environment (ARBNNMs) providing regulated products and servicesits 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 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
utility[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 in order
tobetween [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.
The Transfer Pricing Policy for ARBNNMs will be used in conjunction with theThe [FortisBC Energy]
Code of Conduct for Provision of Utility Resources and Services to Affiliated Regulated Businesses
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Comment [A2]: To streamline the CoC/TPP
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The second sentence starting with “Where there is
an agreement…….” is similar to that included in the
FEI CoC under Scope.
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[FortisBC Energy] Transfer Pricing Policy for Affiliated Regulated Businesses Operating in a
Non-Natural Monopoly Environment
Operating in a Non-Natural Monopoly EnvironmentAffiliates (Code of Conduct) dated April 28, 2015.
[insert date following approval] will be used in conjunction with this Transfer Pricing Policy.
This Policy does not replacereplaces the existing Transfer Pricing PolicyPolicies between [FortisBC
Energy] and Non-Regulated businesses (NRBs).its Affiliates.
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Comment [A4]: Definitions updated to address
All Inclusive aspects of TPP. For terms the same as
in the FEI CoC, the definitions here are the same.

DEFINITIONS

Affiliate

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.

Affiliated Natural
Monopoly Utility (AU)

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.

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

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.

[FortisBC Energy Inc.]

May be abbreviated as follows: [ A separate legal entity that is an
affiliate of FortisBC Energy], not regulated by the Utility,Commission
or the Company,National Energy Board or a division of FortisBC
Energy offering products and may also include employees of services
unregulated by the Company.Commission.

Affiliated Non-Regulated
Business (ANRB)

Commercial Information

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.

Commission

British Columbia Utilities Commission.

Customer Information

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.

Commission

British Columbia Utilities Commission.
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.

Development

Fair Market Value

FortisBC Energy Inc.

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.

Affiliated Regulated
Business Operating in a NonNatural Monopoly
Environment (ARBNNM)

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.

Research

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.

RMDM

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.

Transfer Price or Transfer
Pricing to Affiliated
Regulated Business
Operating in a Non-Natural
Monopoly Environment
Fair Market Value

The price established for the provision of UtilityFortisBC Energy
resources and services to an ARBNNMAffiliate. 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.

POLICY
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.
All sharing of costs, services, customer information, and any other documentation of information
or as specifiedapproved by the Commission between affiliated regulated utilities must be
maintained and disclosedfrom time to the Commission where required by the Commission.time.
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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.

2.

Pricing Rules
i.

If an applicable [FortisBC Energy] tariff rate exists, the Transfer Price to an 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] ratepayercustomers, [FortisBC Energy] must
apply to the Commission for a variance from the pricing rules i, ii, or iii.

v.

2.
If there is an agreement between [FortisBC Energy] and an Affiliate that has
been reviewed by the Commission, that agreement applies.

Comment [A6]: Refer to section 4.2.6 of the
Application for discussion.

Determining Costs
i.

Fully Allocated Costs
For the purposes of this policy, Policy where fully allocated costs for the resources or
services being provided by [FortisBC Energy] to an ARBNNM will be set atare applied,
the fully allocated cost costs will be set as described below. The definitiondetermination
of full costsfully 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
ARBNNMsan Affiliate by [FortisBC Energy] are human resources (labour) and
associated equipment and facilities. The example in Appendix A summarizes how
fullfully 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 fullfully allocated 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.[insert date following approval].
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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.

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 regulatoryFinance) in support of ARBNNMan Affiliate’s
activities. The Affiliate receiving organization (i.e. the ARBNNM)services 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 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 ARBNNMAffiliate.
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[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 ARBNNMAffiliate may be made. In
the normal course of business, the time estimates for Specific Committed
ServiceServices are reviewed and agreed upon by both [FortisBC Energy] and the
ARBNNMAffiliate annually.
To determine the fullfully 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
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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
organization. The providing organizationAffiliate. [FortisBC Energy] charges the cost
of the actual time incurred to perform the work to the receiving organizationAffiliate
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 fullfully 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 fullhow 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 ARBNNMAffiliate 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.

iii.

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 fullfully allocated cost ofcharged 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 fullfully 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 Utility[FortisBC Energy] may, from
time to time, be transferred to an ARBNNMAffiliate with Commission approval. Costs
associated with transferring an activity to an ARBNNMAffiliate, and the start-up of
ARBNNMAffiliate activities, shall be borne by the ARBNNMAffiliate. To the extent
that these activities involve Utility[FortisBC Energy] resources during the transfer, the
ARBNNMAffiliate shall reimburse the Utility[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 Utility[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
Utility’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
ARBNNMAffiliate 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 ARBNNMAffiliate
will be tracked and charged to the ARBNNMAffiliate 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 whether the type of service is
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Specific Committed, As Required or Designated Subsidiary/for all Affiliates. The receiving
Affiliate Service. The ARBNNM may also review the validity of these charges.
4.3

Invoicing

The ARBNNMAffiliate 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.
4.4

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 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 fullfully allocated costs as and when required.
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Appendix “A”

Illustrative Example of Determining FullFully 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

Specific Committed Service

3

As Required Service
On-Site
Short Term

Off-Site
Short Term

Off Site
Extended

Designated
Subsidiary / Affiliate
Service

Off-Site
Full-time

On-Site
Full-time

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

423.69
10%

GENERAL OVERHEAD

5%

10%

423.69
10%

SUPERVISION

N/A

Direct
Charge

20%

N/A

N/A

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
Charge

Direct
Charge

Direct
Charge

Direct
Charge

Direct
Charge

N/A

$653.00

$784.00

$1,033.00

$909.00

$778.00

$653.00

2.00
1.05

2.40
1.26

3.16
1.66

2.78
1.46

2.38
1.25

2.00
1.05

TOTAL FULLFULLY ALLOCATED COSTS PER
DAY
Cost Ratio to Base Pay per day
Cost Ratio to Loaded Labour per day

423.69
5%

5%
Direct
Charge

* Direct costs would exclude costs such as general overhead, supervision, availability charge and facilities charge.
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STAKEHOLDER WORKSHOP MAY 26, 2016

Appendix B-1
WORKSHOP PRESENTATION SLIDES

FEI Code of Conduct and Transfer Pricing
Workshop
“All Inclusive Code of Conduct”

May 26, 2016

Agenda
9:00 – 9:10 am

Workshop Objectives and Agenda Overview

9:10 – 9:20 am

Background and BCUC Direction Summary

9:20 – 9:30 am

FEI Resource Sharing with Affiliates

9:30 – 10:20 am

Format and Key issues of All‐Inclusive Code of Conduct

10:20 – 10:30 am

Break

10:30 – 11:45 am

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

11:45 am – 12:00 pm Summary and Next Steps

Proprietary and Confidential

2

Workshop Objectives
• FortisBC to provide an overview of DRAFT FEI All
Inclusive Code of Conduct (CoC) and Transfer Pricing
Policy (TPP)
• Format
• Key Issues

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

Proprietary and Confidential

3

Background and BCUC Direction
Order G-31-15 February 27, 2015
• “FEI 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
• “….. 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 ARBNNMs or from the Guidelines.”

Proprietary and Confidential

4

Background and BCUC Direction
Order G-65-15 April 28, 2015
• “FEI 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
• “….. 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
• “…… 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
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FortisBC Energy Inc. Resource Sharing
FortisBC Holdings Inc.
(FHI)
[NRB]

FortisBC Pacific
Holdings Inc.
[NRB]

FortisBC Inc.
(FBC)
[ARNM]

FortisBC Midstream Inc
(FMI) – [NRB]
Aitken Creek Gas Storage
(ACGS) - [ARBNNM]

FortisBC Alternative
Energy Services Inc.
(FAES)
[ARBNNM]

FortisBC Huntingdon Inc.
(ARNM)

* Other affiliate is Fortis Inc.
* Regulated Monopolies (ARNM), Affiliated Regulated Businesses Operating in a Non-Natural Monopoly Environment (ARBNNM), Non-Regulated Businesses (NRB)

6

FEI Format Consistent with Other Jurisdictions
• Alberta achieves its All Inclusive Code of Conduct by:
• Defining different entities; Utility, Affiliate and Non-Utility Affiliate
• In specific sections, refer to application of section to Utility and NonUtility Affiliate situations
• For example,
• Separate Operations: The business and affairs of a Utility should be
managed and conducted separately from the business and affairs of its
Non-Utility Affiliates, except as required to fulfill corporate governance,
policy……

• Ontario does it in a similar fashion
• Defining different entities; Affiliate and Utility however no reference to
Non-Utility Affiliate

Proprietary and Confidential
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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
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FEI Approach to Developing the All-Inclusive
COC and TPP

Increasing level of competition

ARNM

ARBNNM

NRB

Greater flexibility in COC/TPP language

Proprietary and Confidential
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Shared Services and Personnel – Section 2 of COC
ARBNNM

NRB

FEI to share services and non‐executive personnel in
circumstances where:

Same wording as ARBNNM

1.

2.
3.

ARNM (FBC)
Same wording as
ARBNNM

The services can be identified and tracked
effectively and there are other appropriate
safeguards in place;
There is limited potential for disclosure of
confidential information; and
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
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 FEI is providing
similar energy solutions.

Same wording as ARBNNM

Directors and officers with dual management roles
in FEI and an ARBNNM are required to execute a
non‐disclosure agreement.

Same wording as ARBNNM

Proprietary and Confidential
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Shared Services and Personnel – Section 2 of COC
ARBNNM
NEW addition

NRB

ARNM (FBC)

NEW addition language applies to
NRB also

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:
•
•
•
•
•

Director, Energy Supply and
Gas Control
Midstream Services Manager
Midstream Operations
Manager
Energy Supply Planning
Coordinator
Senior Manager, Price Risk and
Resource Planning

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 1 of TPP)
ARBNNM
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)

NRB
Same wording as ARBNNM

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

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.
Proprietary and Confidential
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Comparison of Other Issues / Sections
Issues

ARBNNM

NRB

ARNM (FBC)

Preferential Treatment
and Direction
(Section 4 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.

Same wording as for
ARBNNM.

(Section 5 of COC)

…. FEI will not preferentially direct
its customers to an ARBNNM.

Same wording as for
ARBNNM.

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

Non applicable (i.e. no
competitors)
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Summary and Next Steps
• Recap of today’s discussion
• Format
• Key Issues

• Next steps
• June 30, 2016 filing date for DRAFT FEI All Inclusive COC and
TPP

Proprietary and Confidential
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Appendix B-2
MINUTES FROM WORKSHOP
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Final Version (June 28) Workshop Minutes – Details

Meeting:

Stakeholder Workshop

Date:

May 26, 2016

Time:

9am to 12pm

Location:

BCUC Hearing Room, 12th Floor, 1125 Howe Street, Vancouver

Facilitator:

James Wong, FEI

Participants: 1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

Andrews, Bill (BCSEA)
Braithwaite, Tannis (BCOAPO)
Cheng, Eileen (BCUC)
Craig, David (CEC)
Feeney, Kate (BCOAPO)
Quail, Jim (MoveUp)
Rhodes, Janet (CEC)
Walsh, Sarah (BCUC)
Worth, Leigha (MoveUP)
Lee, Cindy, (MoveUp)

FEI
Attendees:

1.
2.
3.
4.

Bevacqua, Ilva
Hill, Song
Roy, Diane
Wong, James

Material
Provided

Presentation materials.

Agenda:

Agenda
 Background and BCUC Direction Summary
 FEI Resource Sharing with Affiliates
 Format and Key issues of All‐Inclusive Code of Conduct
 Review DRAFT FEI All Inclusive Code of Conduct and Transfer Pricing Policy
 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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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 FEI 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…”
 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.
 FEI replied that union labour issues as suggested by MoveUp are being dealt with through
the grievance‐arbitration process.
 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.
 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.
 FEI 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 a process
and agreements in place to govern existing shared services arrangements.
 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?
 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.
 FEI 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.
 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.
 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.
 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.


Some exampes of suggestions include:
• BCSESA (B. Andrews) suggested to reword so it is clear we mean for transactions
between FEI 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.
• 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).
• BCSEA (B. Andrews) suggested to remove the words “where appropriate” after
Customer Information as the words were too ambiguous.
• 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.
 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.
 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.
 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?
 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.
 FEI 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, FEI indicated that changes would be made to accommodate new
circumstances such as the sharing of resources between regulated natural monopolies.
 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
EXISTING APPROVED FEI CODE OF CONDUCT AND
TRANSFER PRICING POLICY FOR ARB AND NRB

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.

C O D E

O F

C O N D U C T

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 (ARBNNMs) 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 NonRegulated businesses (NRBs).
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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.

Guidelines

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.

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

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.

RMDM

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.

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

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
CODE OF CONDUCT PRINCIPLES
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].
i.

[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.

ii.

[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.

iii.

The control of information should not provide a competitive advantage.

iv.

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.

v.

[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.

vi.

[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.

vii.

[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.

viii.

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.

ix.

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”.
Page 3

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 Energy 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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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)

8.

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.

9.

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.

10.

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.

T R A N S F E R

P R I C I N G

P O L I C Y

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

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.

Affiliated Regulated
Business Operating in a NonNatural Monopoly
Environment (ARBNNM)

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.

Research

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.

RMDM

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.

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

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

“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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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 ARBNNMs 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.

2.

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.

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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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.
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 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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ii.

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.

iii.

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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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.

4.

Cost Collection Procedures
4.1

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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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.
4.4

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

Specific Committed Service

3

As Required Service
On-Site
Short Term

Off-Site
Short Term

Off Site
Extended

Designated
Subsidiary / Affiliate
Service

Off-Site
Full-time

On-Site
Full-time

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

423.69
10%

GENERAL OVERHEAD

5%

10%

423.69
10%

SUPERVISION

N/A

Direct
Charge

20%

N/A

N/A

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
Charge

Direct
Charge

Direct
Charge

Direct
Charge

Direct
Charge

N/A

$653.00

$784.00

$1,033.00

$909.00

$778.00

$653.00

2.00
1.05

2.40
1.26

3.16
1.66

2.78
1.46

2.38
1.25

2.00
1.05

TOTAL FULL COSTS PER DAY
Cost Ratio to Base Pay per day
Cost Ratio to Loaded Labour per day

423.69
5%

5%
Direct
Charge
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Appendix C-2
FEI CODE OF CONDUCT AND TRANSFER PRICING POLICY
FOR NON-REGULATED BUSINESSES

Effective:

OCT 16 1997 L-64-1997

BCUC Secretary: Original signed by R.J. Pellatt

[FortisBC Energy Inc.]

C O D E

O F

C O N D U C T

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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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.

Guidelines

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

Non-Regulated Business
(NRB)

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

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

RMDM

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.

Transfer Pricing

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.

3.

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 Assets or Services
The price for all 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 practices if 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.

4.

Provision of Information 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 general
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.

5.

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 requests it and is willing to pay the appropriate transfer price.

Preferential Treatment
[FortisBC Energy] will not state or imply that favoured treatment will be available to
customers of the Utility as a result 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 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 seeking
competitively offered services to 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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d)

8.

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 costs in 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.

9.

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 a manner that indicates that Utility resources will support the NRB.

10.

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.

11.

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 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.
i)

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.

ii)

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.

iii)

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.

iv)

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.

v)

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.

vi)

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 a utility to its NRB without approval of the Commission.
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vii)

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.

In those cases where retail customers have direct market access to the commodity, the
utility’s code of conduct will also 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 L-64-1997

BCUC Secretary: Original signed by R.J. Pellatt

[FortisBC Energy Inc.]

T R A N S F E R

P R I C I N G

P O L I C Y

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.]

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.

Competitive Market Price
(or Market Value)

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.

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.

Guidelines

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

Non-Regulated Business
(NRB)

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.

Research

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.

RMDM

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.

Transfer Price

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.

2.

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 special pricing
consideration.

Determining 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 policy,
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 Utility asset permanently
transferred to an NRB.
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.
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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 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 (“offsite”). 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 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 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”.

ii.

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 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 (“offsite”).
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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 is required to
waive the availability charge for As Required Service.
iii.

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 Activities from the Utility to NRB
3.1

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 Issues
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 all 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 a full-time basis, for a period of time not to exceed
3 years. 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
specifically 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 nonrotational 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 a termination and new hire process.
As a non-rotational 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 Resource Sharing

These guidelines specifically recognize that human resource sharing initiatives can provide a
variety of benefits to the Utility and NRBs. For example, circumstances occasionally 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 is insufficient 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
a full-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 subsequent 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 costs.
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 individual is
providing services at a given 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
5.1

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.
5.2

Time Sheets

The individuals performing the service must report all 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 [FortisBC Energy]’s Payroll Department. The
NRB shall also review the validity of these time sheets.
5.3

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
loadings 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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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 allowed 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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Example of Determining Full Cost for the Three Types of Service

Appendix “A”

(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 I Affiliate

Off-Site
Full-time
BASE PAY(Daily)
PLUS:
Concessions @
Benefits @

25.48%
15.75%

On-Site
Full-time

On-Site
Short Term

Off-Site
Short Term

Off Site
Extended

$300.00

$300.00

$300.00

$300.00

$300.00

76.44
47.25

76.44
47.25

76.44
47.25

76.44
47.25

76.44
47.25

$300.00
76.44
47.25
423.69

GENERAL OVERHEAD

5%

10%

SUPERVISION

N/A

Direct
Charge

AVAILABILITY CHARGE

N/A

FACILITIES CHARGE (If Applicable)
EQUIPMENT CHARGE (If Applicable)
TOTAL COSTS PER DAY

10%

10%

5%

5%

20%

N/A

N/A

N/A

20%

20%

20%

N/A

N/A

$100.00

$100.00

$100.00

N/A

N/A

Direct
Charge

Direct
Charge

Direct
Charge

Direct
Charge

Direct
Charge

N/A

$444.87

$566.06

$735.54

$650.80

$529.61

$444.87

Direct
Charge

Cost Ratios:
to Base Pay
1.48
1.89
2.45
2.17
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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2015 AFFILIATED PARTY TRANSACTIONS REPORT

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

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.
Transaction Type
Amount
O&M and Transfer
Pricing
147,000
Management Fees

756,000

2015 Total

903,000

Transactions charged by
FortisBC Holdings Inc.
Transaction Type
Amount
Management Fees

12,896,000

2015 Total

12,896,000

2. Transactions with FortisBC Inc.
Transactions charged to
FortisBC Inc.
Transaction Type
Amount
Labour and Travel
Expenses
3,421,000
Rental of Springfield
Road Office
324,000
Sale of Natural Gas
11,000
(Tariff Sales)

Transactions charged by
FortisBC Inc.
Transaction Type
Amount
Labour and Travel
Expenses
5,085,000
Purchase of Power
(Tariff)
733,000

2015 Total

2015 Total

3,756,000

5,818,000

3. Transactions with FortisBC Huntingdon Inc.
Transactions charged to FortisBC
Huntingdon Inc.
Transaction Type
Amount
O&M and Transfer
Pricing
76,000
Operating Lease
2015 Total

Transactions charged by FortisBC
Huntingdon Inc.
Transaction Type
Amount
Purchase of Natural Gas
(Tariff Sales)
123,000

36,000
112,000

2015 Total

123,000
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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
Information Technology
2015 Total

4,000
82,000
316,000
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Appendix E
CORPORATE AND SHARED SERVICES AGREEMENTS

Appendix E-1
CORPORATE SERVICES - FHI

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.)
10th 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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4.

Clause 3.1 shall be deleted and replaced with the following:
"3.1 Compensation for Services and Shared Costs
FBI 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 on a
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."

5.

This Amending Agreement shall be read together with the Agreement as
modified.

6.

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.

7.

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.

8.

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.

9.

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:
fg091(

Title:

Jii
/i,i

v/fl(t

FORTISBC, IOLDINGS INC.
By:

74 0
Title:

Y1 ~

Ve

&e s i

L

uI1cJJcV

3 . 162 TGI &TI Amending Agreement fl. doe

2

THIS AMENDING AGREEMENT #2 is made effective January 1, 2014 (the "Effective
Date").
BETWEEN:
FORTISBC ENERGY INC.
16705 Fraser Highway
Surrey, British Columbia, V4N OES
(hereinafter referred to as "FEI")
OF THE FIRST PART
AND:
FORTISBC HOLDINGS INC.
10th 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
by an Amending Agreement dated January 1, 2012 (collectively, 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.

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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3.

This Amending Agreement shall be read together with the Agreement as
modified.

4.

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.

5.

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.

6.

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.

7.

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

By:
Title: C--,~~~~~~--~~~~~--,/

FORTISBC HOLDINGS INC.

By:
Title:

/;?%f~~,

(roJ, '\<'e£{S\J(e/
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Appendix E-2
MUTUAL SHARED SERVICES – FEI AND FBC

MUTUAL SHARED SERVICES AGREEMENT
THIS AGREEMENT is made effective the 1st day of July, 2010.
BETWEEN:
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 "FF1")
F.11 LN

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:
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 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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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;
(c)

"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,

(d)

"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,

(e)

"Services" means the professional and management services to be
provided by FBI 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) 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
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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 EEl 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.

3. 374 FBC and FEI Mutual Shared Services Agreement (Final).docx

3

2.5 Confidentiality
The party providing the Services will comply with confidentiality or nondisclosure 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 25th 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 FEIs 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, FF1 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)

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; 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 FF1 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)

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 FET 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
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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
transmission.
IN WITNESS WHEREOF, the parties hereto have executed this Agreement effective as
of the day and year before written.

FORTISBC ENERGY INC.
By:
Name:
Title:

V _ PcideiJ /ne

FORTISBC4NC.
By:
C

Name:

-co+f TIi c’-i u

it

Title:

r/cJy

c1

en1

12/
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Appendix M
DRAFT PROCEDURAL ORDER

Appendix E-3
SHARED SERVICES – FEI AND FEVI

Appendix E-4
SHARED SERVICES – FEI AND FEW

Appendix E-5
CONTINUING SERVICES – FEI AND FHI

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
Resource Sharing

AU

ARB

ANRB

2. Shared Services and Personnel

2. Shared Services and Personnel

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

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

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

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.

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.

2. Shared Services and Personnel

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

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

[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

c) Business Development Personnel

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

[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

[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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Provision of
Information

products and services available in a
competitive marketplace and where
[FortisBC Energy] is providing similar
energy solutions.

products and services available in a
competitive marketplace and where
[FortisBC Energy] is providing similar
energy solutions.

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.

FortisBC Energy and an AU can share
business development personnel.

FortisBC Energy and an AU can share
business development personnel.

d) Natural Gas Portfolio, Mitigation and
Contract Negotiation Personnel

d) Natural Gas Portfolio, Mitigation and
Contract Negotiation 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.

[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.

[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.

e) Directors and officers/executives with
dual management roles in [FortisBC
Energy] and an Affiliate are required to
execute a non‐disclosure agreement.

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.

In the situation of an AU, a non‐disclosure
agreement is not required.

In the situation of an AU, a non‐disclosure
agreement is not required.

3. Provision of Information by FortisBC
Energy Inc.

3. Provision of Information by FortisBC
Energy Inc.

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

a) Individual Customer Information must
be treated as required by the
Personal Information Protection Act
(PIPA). Subject to subsection (b)
below, the Customer Information

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.

should only be released with the
written consent of the customer or
representative of the customer.

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.

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.

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.

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.

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.

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.

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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Preferential Treatment

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

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

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

4. Preferential Treatment

4. 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.

[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.

[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.

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.

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.

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

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

5. Equitable Access to Services

5. Equitable Access to Services

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.

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.

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

In discussing energy alternatives with a
customer, or a potential customer,
[FortisBC Energy] personnel may not
preferentially direct customers to an

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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Compliance

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.

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.

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.
7. Compliance and Complaints

This section on Equitable Access to
Services is not applicable to an AU.
7. Compliance and Complaints

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

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.

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.

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.

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

c) Complaints by third parties about the
application of this Code, or any

c) 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.
Financing and Other
Risks

Transfer Pricing Rules

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.

8. Financing and Other Risks

8. 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.

[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 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.

1. Pricing Rules

1. Pricing Rules

1. Pricing Rules

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

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

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.

Affiliate will be set according to the tariff.

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.

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.

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.

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.

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.

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.

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.

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.

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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