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Corporations
PURPOSE: This rule is intended to prevent a Missouri Public Service Commission (commission)
regulated electrical corporation, gas corporation, heating company, water corporation (with more

than eight thousand (8,000) customers), or sewer corporation (with more than eight thousand (8,000)

customers) from subsidizing an-affiliate’s-eperations-(regulated-andits nonregulated)-_ operations, or

its affiliates. In order to accomplish this objective, the rule sets, forth standards of conduct, financial, Formatted (L1 j

standards, evidentiary standards, access, requirements, training requirements, and, record-keeping

requirements, applicable to, any of these commission, regulated, utilities whenever, any, such, entity,

participates in a transaction with an affiliated-entityaffiliate (except with regard to HVAC services as

defined in section 386.754, RSMo., 2016, by the General Assembly of Missouri). /

(1) Definitions. “= 7~ 7| Formatted: Indent: Hanging: 0.23", Numbered + Level:
. 1 + Numbering Style: 1, 2, 3, ... + Startat: 1 +
(A) Affiliated-entityAffiliate means any person, including an individual, corporation, service <« ~_[Alignment: Left + Aligned at: 0.08" + Indent at: 0.32"
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company, corporate subsidiary, firm, partnership, incorporated or unincorporated association, Formatted: Justified, Indent: First line: 0", Right: 0.21"

. L . . . . o . . . Numbered + Level: 2 + Numbering Style: A, B, C, ... +
political subdivision including a public utility district, city, town, county, or a combination of Start at: 1 + Alignment: Left + Aligned at: 0.02" +
Indent at: 0.33", Tab stops: 0.65", Left + Not at 0.36"

political subdivisions, which directly or indirectly, through one (1) or more intermediaries,

controls, is controlled by, or,is under, common, control with the covered utility, This term shallalso, Formatted (. [3]j

include the nonregulated business operations of a covered utility.

Formatted .4

utllltyA ancL anA a#hha{ed-eﬁh{%afﬁllate

B)-Affiliate transactions as defined by this rule shall also include all transactions carried out between

any nonregulated business operation of a covered utility andthe - T Formatted: Font: 11 pt, Not Expanded by / Condensed }
by




Attachment- A
_regulated business operations of a covered utility. An affiliate transaction for the purposes of

this rule excludes-
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with the secretary of the commission no later than each May 15, providing the information
identified below in section (6) of this rule, Record Keeping Requirements.

(D) Control (including the terms, "controlling," "controlled by," and, "common, control") means

A A

... [6]

Formatted

the possession, directly or indirectly, of the power to direct, or to cause the direction of the

management, or, policies of an entity, whether, such power is exercised, through one, (1) or more

. [7]

intermediary entities, or alone, or in conjunction with, or pursuant to an agreement with, one
or more other entities, whether such power is exercised through a majority or minority

ownership, or voting of securities, common directors, officers or stockholders, voting trusts,

holding trusts, affiliated-entitiesaffiliates, contract or any other direct or indirect means. The
commission shall presume that the beneficial ownership of ten percent (10%) or more of voting
securities or partnership interest of an entity constitutes control for purposes of this rule. This
provision, however, shall not be construed to prohibit a covered utility from rebutting the

presumption that its ownership interest in an entity confers control.

(E) Corporate support means those functions dedicated to supporting the operations of a

covered utility or its affiliates, including, but not limited to, joint corporate oversight,

governance, support systems and personnel, #rvelvingpayroll, shareholder services, financial
repertingservices, financial planning and management support, human resources, employee
records, pension management, legal services, and—research and development—aetivities,

information technology, accounting services, environmental services, internal audit, and

community relations.




(F) Cost allocation, manual, (CAM), means, the, document, which, specifies, the, criteria, guidelines + _ - { Formatted: Condensed by 035 pt
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and procedures that the covered utility will follow to be in compliance with the commission’s f
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corporation, or heating company as defined in section 386.020, RSMo, subject to commission

regulation pursuant, to, Chapters 386,and, 393, RSMo, or, a water, corporation, as, defined, i

386.020, RSMo., subject to,commission regulation pursuant to,Chapters 386,and 393, RSMo., with,

more than eight thousand (8,000) customers or a sewer corporation as defined in section 386.020,

RSMo, subject to, commission regulation, pursuant to, Chapters 386, and 393, RSMo, with more

than eight thousand (8,000) customers.
HH) Derivatives means a financial instrument;traded-on-or-offan-exchange;the-price-of
whieh_with a value that is directly dependent upon -e"or derived from")-the-value-of-one-or

mere-_an underlying factor. This underlying factor can be financial assets, real assets, indices

securities, equity-indices;-debt instruments, commodities, other derivative instruments, er-any

agreed- upon pricing index or, arrangement (e.g., the movement over, time, of the Consumer, Price,

Formatted .. [9]

Index or freight rates):) or the composition of these factors. Derivatives involve the trading of

rights or obligations based on the underlying good, but demay not directly transfer property.

They are used to hedge risk or to exchange a floating rate of return for a fixed rate of return.
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B. The fully distributed cost (FDC) to the covered utility to provide the assets, goods,
information or services for itself; or
2. Transfers assets, goods, information, or services of any kind to an affiliated-
entityaffiliate below the greater of —
A. The FMP; or
B. The FDC to the covered utility.

(J) Fair Market Price (FMP) means a price determined by a covered utility as the amount it

would pay or receive for receiving or providing a good or service in an affiliate transaction

based on comparisons of similar transactions with, or the price of similar goods and services

available from, unrelated third parties. A covered utility may make such determination based

on surveys, third party studies, specific price inquiries, benchmarking, competitive bids or any

other reasonable method. For goods or services for which there is no readily available

comparative market price, the price shall be the fully distributed cost of the entity supplying

the goods or services. The covered utility shall have the burden of demonstrating its method of

determining FMP is reasonable, and/or that there is no readily available comparative market

price for a given good or service.

either through a direct or allocated approach. Costs that cannot be directly assigned—or

indirectly aHeeatedcharged or assigned (e.g., general and administrative) must also be included

- — — o
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not obtainable, by, 1

)O) _ Nonregulated operations meansmean assets, goods, information, or services of an
affiliate efor a covered utility, not subject to the jurisdiction of the commission under Chapters

386 and 393, RSMo.

nonaffiliated-entitiesnonaffiliates or, can only, be obtained at a competitively,
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€)(P) __ Opportunity sales means sales of unused contract entitlements necessarily held by a <« ~ - | Formatted: Justified, Indent: First line: 0", Right: 0.21",

gas corporation to meet the daily and seasonal swings of its system customers and are intended,
to maximize utilization of assets that remain under regulation.

R)Q) _ Preferential position means, treatment, provided, by, thea covered utility, which, plaees

eompetitorsthat cannot be obtained by nonaffiliates, or can only be obtained at a competitively

prohibitive cost in either time or resources.

H(S)  Short-term means a transaction of thirty-one (31) days or less.

EH(T)  Transportation means the receipt of natural gas at one point on a gas corporation's <+ - -

system and the redelivery of an equivalent volume of natural gas to the retail customer of the

gas at another point on the gas corporation's system including, without limitation, scheduling,
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(2) Standards.

(B) Exeeptas-neeessary-to-provide-corporate-supportfunetions;aA, covered utility, shall conduct

its business, in, such a way, as to not, te-provide, any, firancial-advantage-erpreferential position to

an affiliated-entityaffiliate over another entity at any,time.

(©) A covered utility shall not participate in any affiliatedaffiliate transactions which are not in
(D) Ifacustomer requests information from the covered utility about goods or services provided
by an affiliated-entityaffiliate, the covered utility may provide information about the affiliate but

must, inform the, customer, that regulated, services, are, not, tied, to, the, use, of an, affiliate, provider

and, that other service providers may be available. The covered utility may provide reference to

other service providers or to commercial listings, but is not required to do,so.

E)E)  Marketing materials, information, or advertisements_distributed to Missouri residents

by an, affiliate entity, that shares an exact or, similar, name, logo, or, trademark of the covered, utility

shall clearly display,in a font size no, smaller, than the smallest font size, on the, page, or announce

that the affiliate entity is not regulated by the “Missouri Public Service Commission.”
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(F) This section shall not apply to or prohibit any of the following unless found by the

commission, after notice and hearing, that such practice is contrary to the purposes and intent

of the Affiliate Transactions Rule:

10



1. The provision of corporate support services, at FDC, between or among a covered utility
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(G) If a regulated gas corporation provides information related to transportation which is not <« - - 7 Formatted: Justified, Indent: First line: 0", Right: 0.21",
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(H) A regulated gas corporation shall not condition or tie an offer or agreement to provide a
transportation, discount to, a shipper, to, any, service, in which the marketing affiliate is involved.
If the regulated gas corporation seeks to provide a discount for transportation to any shipper
using a marketing affiliate, the regulated gas corporation shall, subject to an appropriate
protective order---

3.1.  File for approval of the transaction with the secretary of the commission and provide

5:3.  File quarterly public reports with the secretary of the commission which provide the,
aggregate periodic and cumulative number of transportation discounts provided by the

6:4. _Provide the aggregate, number, of such agreements which, involve shippers for whom,_

the regulated gas corporation's marketing affiliate is or was at the time of the granting of
the discount the gas supplier or broker.
(I) A regulated gas corporation shall not make opportunity sales directly to a customer of its
marketing affiliate or to its marketing affiliate unless such supplies and/or capacity are made

available to other similarly situated customers using nonaftiliated marketers on an identical
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(4) Evidentiary Standards for Affiliate Transactions.

(A) When a covered utility purchases information, assets, goods or services from an affiliated

entityaffiliate, other than those listed in Section (2)(F) of this Rule, the covered utility shall
either ebtain-competitive-bidsdetermine a FMP, for, such information, assets, goods or; services

no reasonable FMP

can be determined.
(B) In transactions that involve either the purchase or receipt of information, assets, goods or

services by a covered utility from an affiliated-entityaffiliate, other than those listed in Section

(2)(F) of'this Rule, the covered utility shall document both the FMP of such information, assets,

(O In transactions that involve the sale or provision of information, assets, goods or services,

to affiliated-entitiesaffiliates, other than those listed in Section (2)(F) of this Rule, the covered
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(5) Cost Allocation Manuals (CAM) “= =~ 7 Formatted: Indent: Hanging: 0.23", Numbered + Level:
1+ Numbering Style: 1, 2, 3, ... + Startat: 1 +
Alignment: Left + Aligned at: 0.08" + Indent at: 0.32"

alleeation—methedelegy-Each covered utility shall maintain a CAM which sets forth cost

allocation, market valuation, and internal cost methods and specifies the criteria, guidelines and

procedures that the covered utility will follow to be in compliance with the commission’s

Affiliate Transactions Rule.

(B) Each covered utility shall file a CAM for approval by the commission as part of its first

general rate case after the effective date of this rule. If a covered utility does not file a general

rate case within two (2) years of the effective date of this rule, the covered utility shall file its

CAM for approval as an applications before the commission at that time. Each covered utility

shall conduct periodic reviews of its cost allocation, market valuation, and internal cost
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methods, and shall update its CAM accordingly. Each covered utility shall file its CAM with

the commission on or before May 15 each year as part of the covered utility’s Affiliate

Transaction Report. The commission may, at any time, direct its staff to conduct an audit or

review of a covered utility’s CAM.

L

(6) Record Keeping Requirements.

(A) A covered utility shall maintain books, accounts and records separate from those of its

affiliates.
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(B) Each covered utility shall maintain the following information in a mutually agreed-to <« -~

electronic format (i.e., agreement between the commission staff, Public Counsel and the covered,

\
N

utility) regarding affiliate transactions with affiliated-entitiesaffiliates on a calendar year basis and,

shall file such information in the form of an Affiliate Transactions Report with the secretary of

the commission in EFIS and serve a copy on commission staff counsel and the Public Counsel
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3. Description of costs that are not subject to allocation to affiliate transactions and < - - 7 Formatted: Justified, Indent: First line: 0", Right: 0.21",
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2. Investigate the operations of a covered utility or affiliated—entityaffiliate and their <«
relationship to, each other for the sole purpose of ensuring compliance with thisrule. =

A_ <’\

(9) Record Retention. “

(A) Records required under this rule shall be maintained by each covered utility for a period <,

(10) Training

(A) The covered utility shall train and advise its personnel as to the requirements and

(11) Variances.
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A. All reports and record retention requirements for each affiliate transaction must be
complied with; and

B. Notice of the noncomplying affiliate transaction shall be filed with the secretary of
the commission and a copy served upon the commission staff counsel and the Public
Counsel within ten (10) days of the occurrence of the non-complying affiliate
transaction. The notice shall provide a detailed explanation of why the affiliate
transaction should be exempted from the requirements of subsection (2)(A), and shall
provide a detailed explanation of how the affiliate transaction was in the best interests

of the regulated customers. Within thirty (30) days of the notice of the noncomplying

affiliate transaction, any person, entity, or association shall have the right to requesta-
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B-hearing regarding the noncomplying affiliate transaction. The commission may grant or deny the - { Formatted: Font: 11 pt

request for hearing at that time. If the commission denies a request for hearing, the denial shall not in any
way prejudice a person’s, entity’s, or association’s ability to challenge the affiliate transaction at the time
of the filing of the annual Affiliate Transactions Report. Requesting a hearing regarding the
noncomplying affiliate transaction within thirty (30) days of the covered utility’s initial notice of the

noncomplying affiliate transaction, is not a prerequisite for a person, entity, or association challenging the

affiliate transaction within thirty (30) days of the filing of the annual Affiliate Transactions Report.
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ocetrred—between—the—period-otfthe—tast—ihne—snd—the—eurrent—ihne—Any affiliate

transaction submitted pursuant to this section shall remain interim, subject to

disallowance, pending finalcommission determination on whether the noncomplying

A e My e e e W TS

AUTHORITY: sections 386.250, RSMo., Supp. 1998, and 393.140, RSMo., 1994.* Original
rule filed April 26, 1999, effective Feb. 29, 2000; State ex rel. Atmos Energy Corp. v. Public

Serv.

*Original authority: 386.250, RSMo., 1963, amended 1967, 1977, 1980, 1987, 1988, 1991, 1993,

1995, 1996 and 393.140, RSMo., 1939, amended 1949, 1967.
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420 CSR 2404240-10.XXX HVAC Services Affiliate Transactions

PR

PURPOSE: This rule prescribes the requirements for HVAC services respecting affiliated -

entities and regulated electrical corporations, gas corporations, and heating companies (covered
utilities) when such covered utilities participate in affiliated transactions with an HVAC
affiliated entity as set forth in sections 386.754, 386.756, 386.760, 386.762 and 386.764, RSMo.,

by the General Assembly of the State of Missouri.
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(1) Definitions. “= =~ 7| Formatted: Indent: First line: 0", Numbered + Level: 1

(A) Affiliated entity means any entity not regulated by the Public Service Commission .
(commission) which is owned, controlled by or under common control with a utilityand
is engaged in HVAC services.

nn

(B) Control (including the terms "controlling," "controlled by," and "common control™)
means the possession, directly or indirectly, of the power to direct, or to cause the
direction of the management or policies of an entity, whether such power is exercised
through (1) one or more intermediary entities, or alone, or in conjunction with, or
pursuant to an agreement with, one (1) or more other entities, whether such power is
directors, officers or stockholders, voting trusts, holding trusts, affiliated entities, contract
or any other direct or indirect means. The commission shall presume that the beneficial
ownership of more than ten percent (10%) of voting securities or partnership interest of
an entity confers control for purposes of this rule. This provision, however, shall not be

construed to prohibit a covered utility from rebutting the presumption that its ownership

interest in an entity confers control.
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(C) Covered utility means an electrical corporation, gas corporation, or heating company
as defined in section 386.020, RSMo, subject to commission regulation pursuant to

Chapters 386 and 393, RSMo. and covered by this rule.

(D) Fully distributed cost (FDC) means a methodology that examines all costs of
an enterprise in relation to all the goods and services that are produced. Eully-distributed-
eostFDC requires recognition of all costs incurred directly or indirectly used to produce a

good or service. Costs are assigned either through a direct or allocated approach. Costs that

H(E) HVAC services means the warranty, sale, lease, rental, installation,
construction, modernization, retrofit, maintenance or repair of heating, ventilating and air

conditioning (HVAC) equipment.

H(F) Utility contractor means a person, including an individual, corporation, firm,

incorporated or unincorporated association or other business or legal entity, that contracts,

whether in writing or not in writing, with a covered utility to engage in orassist any entity

in engaging in HVAC services, but does not include employees of a covered, utility.

provided in section (8) or (9) of this rule.
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(3) No affiliated entity or utility contractor may use any vehicles, service tools, instruments, <+~~~ 7| Formatted: Indent: First line: 0", Right: 0.58", Space
Before: 0 pt, Numbered + Level: 1 + Numbering Style:

employees, or any other covered utility’s assets, the cost of which are recoverable in the 1,2,3, ... + Startat: 1 + Alignment: Left + Aligned at:
-0.15" + Indent at: 0.08"

regulated rates for a covered utility service, to engage in HVAC services unless the covered

utility is compensated for the use of such assets at the fully-distributed-eostFDC to the

covered, utility. j {Formatted: Condensed by 0.75 pt




(A) The determination of a covered utility’s cost in this section is defined in subsection + =~ 7 Formatted: Indent: First line: 0", Right: 0.39", Space
Before: 3.7 pt, Numbered + Level: 2 + Numbering
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(4) A covered utility may not use or allow any affiliated entity or utility contractor to use the name N
{ Formatted: Condensed by 0.15 pt

of such covered utility to engage in HVAC services unless the covered utility, affiliated entity or
utility contractor discloses, in plain view and in bold type on the same page as the name is used on
all advertisements or in plain audible language during all solicitations of such services, a disclaimer
that states the services provided are not regulated by the commission.

(5) A covered utility may not engage in or assist any affiliated entity or utility contractor in

engaging in HVAC services in a manner which subsidizes the activities of such covered utility,

affiliated entity or utility contractor to the extent of changing the rates or charges for the covered - { Formatted: Condensed by 1.2 pt

utility’s services above or below the rates or charges that would be in effect if the covered utility
were not engaged in or assisting any affiliated entity or utility contractor in engaging in such
activities.

(6) Any affiliated entities or utility contractors engaged in HVAC services shall maintain accounts,
books and records separate and distinct from the covered utility’s regulated operations.

(7) The provisions of this rule shall apply to any affiliated entity or utility contractor engaged in
HVAC services that is owned, controlled or under common control with a covered utility

providing regulated services in the state of Missouri or any other state.



(8) A covered utility engaging in HVAC services in the state of Missouri five (5) years prior to <+~~~ 7| Formatted: Indent: First line: 0", Right: 0.23", Space
Before: 0 pt, Numbered + Level: 1 + Numbering Style:

August 28, 1998, may continue providing, to existing as well as new customers, the same type of 1,2,3, ... + Startat: 1 + Alignment: Left + Aligned at:
-0.15" + Indent at: 0.08"

services as those provided by the covered utility five (5) years prior to August 28, 1998.
(A) To qualify for this exemption, the covered utility shall file a pleading before the

commission for approval.
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