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October 5, 2016 
 
 
Dear Mesdames/Sirs: 
 
Re:  FortisBC Energy Inc. 
All-Inclusive Code of Conduct and Transfer Pricing Policy 
Compliance filing to Order G-65-15 
 
These are the submissions of MoveUP regarding the scope of this proceeding and the process 
that it should follow, filed pursuant to Exhibit A-3, the Commission’s letter dated September 
20, 2016.  In this proceeding, MoveUP expects that most of its attention will be focused on 
the Code of Conduct and these comments will address that portion of the Application. 
 
This proceeding is about the design and calibration of rules and instruments for regulatory 
oversight governing dealings between related utilities and other businesses within the Fortis 
umbrella.  The objective is to create a single Code of Conduct and set of Transfer Pricing 
principles applicable to dealings among a variety of kinds of companies ranging from 
traditional regulated utilities to non-regulated businesses, though the different categories of 
affiliate and their diverse relationships with FEI may call for tailored provisions to address 
their specific regulatory issues. 
 
One of the principal points that our client will make in this proceeding is that there is a key 
element missing from the draft Code of Conduct filed as Appendix A-1 to the Application, 
Exhibit B-2.  That is the requirement of a Shared Services Agreement, subject to prior 
approval by the Commission, identifying the nature and scope of services proposed to be 
shared, before the sharing of services and resources can occur between these entities.   
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The Shared Services Agreement is one of the most important regulatory tools available to 
the Commission and interveners in order to remain cognizant of the kinds of arrangements 
these companies are entering into.  These requirements are built into the Codes of Conduct 
in other Canadian jurisdictions, not the least of which is the Fortis Alberta Code of Conduct 
(which was identified by the Commission at page 23 of the AES Inquiry Report as a source 
that the utility and interveners should refer to as a source of guidance in developing the rules 
for FEI.) 
 
Our client says that the scope and process of this proceeding need to be fashioned to provide 
the Commission with an adequate record to examine, understand and make the best possible 
determinations regarding these issues. 
 
We do not intend to delve further into the merits of the points we will make as the case 
proceeds, but we submit that it is necessary for the Commission to consider the nature of 
this regulatory instrument, and also the relevant context of the application in order to fully 
appreciate these issues.  For that purpose only, we note that the Fortis Alberta Code contains 
both a definition of “services agreement” and a requirement that “a Utility shall enter into a 
Services Agreement with respect to any Shared Services it provides to, or acquires from, an 
Affiliate.” [art. 3.3.5] 
 
We submit that there are extensive changes underway in the relationship between FBC and 
FEI, entailing a large-scale de facto operational merger of customer-facing staffing and 
resources. We are not submitting that the Commission should disallow that transformation 
(a question which is in any event beyond the scope of this proceeding) but rather that it 
needs to ensure it has in place oversight tools capable of registering and understanding it.  
There is nothing in the draft Code of Conduct that would meet that need.  The Commission 
should ensure that approval of sharing arrangements is hard-wired into the Code. 
 
This instrument of regulatory oversight is absent from FEI’s proposed Code and our client 
intends to argue that it should be inserted into it.  Furthermore, we will argue that the 
“shared services agreement” that appears as Exhibit E-2 in the application, a” Mutual Shared 
Services Agreement” dated July 1, 2010 between FEI and FBC, is seriously deficient, and 
further that it falls far short of the scope of services that are now being shared between FEI 
and FBC, and does not purport to authorize them.   
 
It appears that Shared Services Agreements have been employed in the past on a somewhat 
ad hoc manner; this proceeding is the opportunity to confirm that they are a mandatory 
instrument. 
 
MoveUP is not suggesting that it is improper for FEI and FBC to share services, including 
operational staff resources, where this is beneficial to ratepayers and otherwise appropriate.  
Our client’s concern is with the lack of adequate regulatory oversight and cognizance of these 
developments.  The point of this proceeding is the design the proper tools to address that 
deficiency. 
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In designing and calibrating those rules and instruments, context matters.  They must be 
established with an eye to the actual array of corporate entities and of inter-corporate 
arrangements that are in place or projected.  They must not be established in isolation from 
the actual circumstances in which they will operate. 
 
MoveUP’s principal focus in this proceeding will be the Code of Conduct and regulatory 
oversight tools governing shared or combined services and resources of FortisBC Energy Inc. 
and FortisBC Inc., the two traditional regulated monopoly utilities in the array.  This is the 
part of the picture that has received the least attention from the Commission to date, 
particularly in relation to the sharing of customer-facing operational resources. 
 
Our client will argue that FortisBC is moving by degrees toward a de facto functional 
integration of significant operational aspects of the gas and electric utilities.  These changes, 
which are ongoing, move far beyond the sharing of corporate and management functions 
that have received Commission attention in the past. 
 
The main locus of those changes are the four “customer services centres” (call centres), three 
of which are operated by FEI and one (in Trail) by FBC.  The FEI-operated call centres were 
the subject of a CPCN issued to Terasen Gas Inc. on February 26, 2010, in Order C-1-10, and 
authorized as gas utility facilities, incorporated into the gas utility’s rate base.  The centres 
now operate as combined gas/electric facilities, but their institutional and regulatory 
framework has not changed to reflect this emerging reality. 
 
Morphing operationally from two separate regulated utilities offering distinct energy 
services and commodities to distinct customer-bases but under a shared corporate and 
management umbrella, toward a single operationally-merged utility, would seem to have 
significant regulatory consequences, not the least of which is the need for heightened 
vigilance to avoid inappropriate cross-subsidies. 
 
This proceeding is not about whether or to what extent that integration is desirable or not, 
but rather the regulatory structures that it would operate within.  MoveUP submits that the 
Commission must have cognizance of these developments in order to ensure that those 
structures are adequate and appropriate. 
 
Whether or not the Commission agrees with our client’s perspective regarding the degree of 
operational integration of the two regulated utilities, we submit that in any event the 
Commission should equip itself to exercise its statutory mandate as their regulator in this 
regard. 
 
In our submission, the process for the consideration of this filing must be adequate to 
generate a record that provides sufficient context for the Commission to satisfy itself that the 
Code of Conduct, Transfer Pricing Policy and all accompanying rules and directions are 
optimally calibrated to reflect the activity they are intended to regulate. 
 
MoveUP seeks an opportunity to provide the record of this proceeding with evidence 
including: 
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 evidence from the record of the current and previous Annual Review proceedings for 

the two utilities; 
 

 documents and other evidence generated by the utilities in their course of operations;  
and 

 
 evidence gathered by the Union from the workforce of the utilities, describing the 

actual operations and work-practices at the call centres. 
 
Our client submits that there should be one round of Information Requests, subject to the 
right of participants to seek redress from the Commission in the event that the applicant fails 
or refuses to provide fulsome responses to relevant requests.   
 
Once that record is complete, we submit that the matter would appropriately be heard by 
way of written submissions. 
 
All of which is respectfully submitted. 
 
Yours truly, 

Allevato Quail & Worth 

 
 
per Jim Quail and Leigha Worth 
 
cc:  parties of record, via email 




