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Re: FortisBC Energy Inc. (FEI)  
 All-Inclusive Code of Conduct and Transfer Pricing Policy 

1. We make the following submissions on behalf of our clients, the British Columbia Old 
Age Pensioners’ Organization, Active Support Against Poverty, Disability Alliance BC, 
Council of Senior Citizens’ Organizations of BC, and the Tenant Resource and Advisory 
Centre, known collectively in regulatory processes as “BCOAPO et al.” The constituent 
groups of BCOAPO et al. represent the interests of low and fixed income energy 
consumers within BC and more specifically in this process, the interests of FEI’s low and 
fixed income residential ratepayers. 

2. By Order G-65-15, the British Columbia Utilities Commission directed FortisBC Energy 

Inc. (FEI) to file a draft All Inclusive Code of Conduct and Transfer Pricing Policy (All 

Inclusive CoC/TPP) covering interactions between: 

 FEI and its affiliated regulated natural monopoly utilities (AU),  being 

a. FBC 

b. FortisBC Huntingdon Inc. (regulated by NEB) 

 

 FEI and its affiliated non-regulated businesses (NRB), being  

a. Fortis Inc. 

b. FortisBC Pacific Holdings Inc. 

c. FortisBC Midstream Inc. 

 

 (c) FEI and its affiliated regulated businesses operating in a non-natural 

monopoly environment (ARB), being 

a. FAES  

b. Aitken Creek Gas Storage 

 

3. The Commission had previously directed that the All Inclusive CoC/TPP was to be 
modeled on the approved CoC/TPP for ARBNNM (affiliated regulated businesses 
operating in a non-natural monopoly environment) and be consistent with the RMDM 
Guidelines, the AES Inquiry Report and Commission decisions relating to specific 
ARBNNMs.  Where the proposed draft All Inclusive CoC/TPP varied from the CoC/TPP 
for ARBNNM, FEI was to identify the rationale for the variance.1   
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4. By letter dated September 20, 2016, the Commission described the objective of this 
proceeding as consolidating into one document the codes of conduct and transfer pricing 
policies applicable to the variety of entities with which FEI has affiliate transactions.2  In 
Order G-157-16 the Commission held that a detailed review of FEI’s operational 
agreements, including the Shared Services Agreements, was not within scope for this 
proceeding. 

5. In our view, the All-Inclusive CoC/TPP should be comprehensive and take precedence 
over previous CoC/TPPs except in cases where relevant wording is absent from the All 
Inclusive CoC/TPP or there is a specific Commission order with respect to the relevant 
issue which has not been captured in the All Inclusive CoC/TPP. 

Key Issue – Resource Sharing 

6. FEI argues that the Commission direction on page 22 of the ARB Decision (quoted at B-
2, p.15) regarding Shared Services and Personnel in an ARB situation should not apply 
to AUs.  The specific requirements in the ARB situation are that services and non-
executive personnel will only be shared where: 

 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 FEI ratepayers. 

7. FEI argues that these are not required in an AU situation because the sharing of 
services among AUs is inherently beneficial “as long as there is no detriment to FEI”.3  In 
other words, sharing resources is beneficial as long as it’s not detrimental.   

8. However, this argument ignores the fact that the requirements applicable to ARB 
situations are designed specifically to ensure there is no detriment to FEI.  In the 
absence of systems to identify and track services, and to reduce the potential for 
disclosure of confidential information, it cannot be said there is no detriment to FEI.  That 
is, there must be some way to determine whether or not there is a detriment to FEI and 
without identifying and tracking the services that are shared (and having an appropriate 
transfer price) there does not appear to be anyway to do this.  Consequently, BCOAPO 
submits that the requirements applicable to shared services in the ARB situation should 
also apply in the AU situation. 

9. With respect to Sharing Business Development Personnel, BCOAPO does not see any 
issue with sharing business development personnel as between FEI and AUs that are 
operating in different markets (e.g., FEI and FBC).  However, BCOAPO disagrees with 
FEI that such sharing should not be precluded where any affiliate is involved in lines of 
business that are different than those provided by FEI.  FEI uses ACGS as an example, 
and states that because ACGS is involved in the wholesale marketplace and FEI in 
providing energy solutions for end-use customers, there is no potential conflict with the 
sharing of business development personnel.  However, both FEI and ACGS engage in 
mitigation activities as an essential component of their businesses.  It seems likely that 
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ACGS potential wholesale customers are the same businesses that act as 
counterparties in mitigation transactions carried out by both FEI and ACGS.  In the 
submission of BCOAPO, this constitutes a potential conflict of interest such that 
business development personnel should not be shared. 

Key Issue – Information Sharing 

10. With respect to Non-Disclosure Agreements, BCOAPO agrees that the issue of 
disclosure of confidential commercial information by directors and officers/executives 
with dual roles in AUs is not a concern to ratepayers.  However, as is also noted by FEI 
and contained in the draft All Inclusive CoC/TPP, confidential customer information must 
remain protected and is noted to be subject to the Personal Information Protection Act 
requirements.  

Key Issue – Pricing Rules 

11. In response to BCUC IR 2.1, FEI says that under the existing transfer pricing rule for an 
ANRB, where no tariff rate exists, the Transfer Price is the higher of market price or the 
fully allocated cost. For an AU, the same rule applies unless there is an agreement 
between FEI and an Affiliate that has been reviewed by the Commission.  BCOAPO is 
not entirely clear on whether “reviewed” in this context is the same as “approved”.  
However, it appears that “reviewed” means simply “filed” and does not indicate any 
Commission approval.4  In our submission, for an agreement between FEI and an 
affiliate to take precedence over the All Inclusive CoC/TPP, Commission approval should 
be required. 

12. However, in B-2, FEI notes at pp.21-22 that with respect to FBC, that FEI proposes no 
change to the existing rule which is “fully loaded wages including benefits and time away, 
with no overhead or facilities fees assigned”.5  BCOAPO is not clear on whether the 
existing rule has been either reviewed or approved by the Commission.  However, in the 
submission of BCOAPO, this transfer pricing principle fails to accurately capture the cost 
of the services being provided by FEI, which clearly include overhead and facilities 
components.  BCOAPO does not dispute evidence available in other Commission 
proceedings that the value of the shared services is currently relatively small and it may 
be relatively cost prohibitive to formulate and implement a more accurate pricing policy.  
However, in our submission, some amount should be assigned to the cost of overhead 
and facilities. 

Key Issues – Other 

13. FEI proposes to change the word “ratepayer” to “customer” in several places in the All 
Inclusive CoC/TPP.  It is not clear whether the class of FEI ratepayers is identical to the 
class of FEI customers, or if one of those terms is broader than the other.  BCOAPO has 
no objection to the change in terminology, subject to confirmation that the two groups are 
coextensive. 

14. Although we have been speaking of the current process as creating an “All Inclusive” 
CoC/TPP, in fact the proposed All Inclusive CoC/TPP covers only services provided by 
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FEI to affiliates and does not cover services provided by affiliates to FEI.  This is an area 
which, in our submission, should be addressed in future proceedings. 

  

All of which is respectfully submitted. 
BC Public Interest Advocacy Centre 

 
 
Tannis Braithwaite 
Executive Director | Lawyer 

 

c.  FortisBC Energy Inc. 
 Registered Intervenors 


