
MEMORANDUM 
 
 
TO:  Supplemental Agenda – Commission Conference – December 19, 2016 
 
FROM: PUBLIC STAFF – North Carolina Utilities Commission 
 
 

D. ELECTRIC 
 
P1. DOCKET NO. E-22, SUBS 476 AND 477 – DOMINION NORTH CAROLINA 

POWER – PETITION FOR ACCEPTANCE OF A REVISED DRS SERVICES 
AGREEMENT AND PETITION FOR ACCEPTANCE OF REVISED AFFILIATE 
SERVICES AGREEMENTS 

 
EXPLANATION:  On September 23, 2016, Virginia Electric and Power Company, d/b/a 
Dominion North Carolina Power (DNCP or the Company), filed two petitions requesting 
acceptance of certain revised affiliate agreements.  In Docket No. E-22, Sub 476, DNCP 
requested that the Commission accept a revised services agreement under which 
Dominion Resources Services, Inc. (DRS), would continue to provide accounting, legal, 
human resources, information technology, management, and other centralized services 
to DNCP.  In Docket No. E-22, Sub 477, DNCP requested acceptance of six revised 
separate affiliate agreements.  DNCP also requested acceptance of a form affiliate 
services agreement for future affiliates subject to monetary limitations and limited 
services. 
 
North Carolina General Statute 62-153(a) requires all public utilities to file copies of 
various types of contracts with affiliates, which the Commission may disapprove, if after 
hearing the Commission finds the contract to be unjust or unreasonable and made for the 
purpose or with the effect of concealing, transferring or dissipating the earnings of the 
public utility.  Under G.S. 62-153(b), a public utility is required to obtain the Commission’s 
approval to pay any fees, commissions or compensation of any description whatsoever 
to any affiliated company for services rendered or to be rendered. 
 

DRS SERVICES AGREEMENT (SUB 476) 
 

The currently operative DRS Services Agreement was accepted by Order issued on 
December 20, 2011.  In its December 20, 2011 Order, the Commission accepted the 
currently operative DRS Services Agreement effective January 1, 2012, for a period of 
five years, or through December 31, 2016.  By Order issued on January 9, 2015, the 
Commission accepted an amendment to the Agreement to reflect an additional service. 
 
In its September 23, 2016, filing DNCP requests approval to implement the Revised DRS 
Services Agreement for a two-year term with an effective date of January 1, 2017.  The 
Revised Agreement is attached as Attachment A, with a blacklined version attached as 
Attachment B, which reflects limited revisions.  Attachment C is a report from Patrick L 
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Baryenbruch, an outside consultant engaged by DNCP to study the reasonableness of 
DRS and other affiliate charges to the Company.  Exhibit I to Attachment A of the Revised 
DRS Agreement contains the list of 22 centralized services offered by DRS.  Exhibit II to 
Attachment A of the Agreement shows the services offered by DRS and those DNCP is 
willing to accept, and Exhibit III to Attachment A describes the method of cost allocation. 
 
DNCP further states in its filing that the Revised DRS Agreement provides that all services 
will be provided by DRS at cost in compliance with the requirement that services provided 
to DNCP by affiliates be priced at the lower of cost or market value.  In addition, the 
Agreement provides that DNCP can modify its selection of services at any time on 30 
days’ written notice to DRS (as to the services listed in Exhibit I that it wishes to add or 
remove), and either party may terminate the Agreement on 60 days’ written notice to the 
other party.  Should DNCP wish to obtain additional services from DRS, the Company 
states that it will seek Commission approval. 
 
The Company is proposing only limited changes to the currently-operative DRS Services 
Agreement as follows:  (1) removal of the “Research” category from the list of services 
offered, (2) clarification and removal of unnecessary items for the bases of allocation set 
forth in Exhibit III to Attachment A, and (3) deletion of pre-December 1, 2013 language 
and additional refinement for the Aviation-related service function provided as part of 
“Business Services” category of services. 
 
The most significant change related to the Revised DRS Agreement concerns the 
verification of DRS charges. The Company engaged PricewaterhouseCoopers (PwC) to 
prepare an expert report on DRS cost allocations due to concerns expressed by the Staff 
of the Virginia State Corporation Commission Staff (VSCC).  Specifically, the VSCC Staff 
had concerns about the ability to validate DRS costs recorded on the Company’s books 
and records, and the ability to trace DRS costs back to source documentation.  The scope 
of PwC’s report was to explain, evaluate, and test the process used by DRS to capture 
and allocate DRS costs (and bill those costs to the Company), and the subsequent 
distribution of those costs by the Company to the appropriate FERC accounts in 
accordance with the FERC Uniform System of Accounts.  PwC recently completed is 
expert report on DRS cost allocation for the period January 1, 2015, to December 31, 
2015.  The Company is assessing recommendations in that report, and considering to 
implement certain changes that may be appropriate within the next two years to improve 
the transparency and verifiability of such charges. 
 
The Company is proposing a limited, two-year duration for the Revised DRS Services 
Agreement to allow time to study the report, to assess recommendations in that report, 
and to implement certain changes that may be appropriate to improve transparency and 
verifiability of the charges. 
 

REVISED AFFILIATE SERVICES AGREEMENTS (SUB 477) 
 

In its December 20, 2011 Order, the Commission also accepted separate affiliate services 
agreements between DNCP and each of the six affiliates and a form services agreement 



-3- 

for future affiliates, effective January 1, 2012, for a period of five years, or through 
December 31, 2016.  The six affiliates are Dominion Energy, Inc. (DEI), Dominion Energy 
Kewaunee, Inc. (DEK), Dominion Nuclear Connecticut, Inc. (DNC), Dominion Technical 
Solutions, Inc. (DTECH), Dominion Transmission, Inc. (DTI), and Virginia Power Energy 
Marketing, Inc. (VPEM). 
 
In its September 23, 2016, filing, DNCP requests approval of Revised Affiliate Services 
Agreements reflecting a two-year term consistent with the term for the Revised DRS 
Services Agreement proposed in Docket No. E-22, Sub 476. 
 
The Revised Agreements between DNCP and each of the affiliates are set forth in 
Attachments A through L of the petition with a clean and black-lined version of each 
revised Affiliate Services Agreement.  Attachments M and N are the clean and black-lined 
versions of the Revised Form Affiliate Services Agreement.  Attachment O is a report from 
Patrick L Baryenbruch, an outside consultant, engaged by DNCP to study the 
reasonableness of DRS and other affiliate charges to the Company.  Exhibit I to the 
Revised Affiliate Services Agreements contains the list of 14 centralized services offered 
by the Affiliates to DNCP.  Exhibit II to the Revised Affiliate Services Agreements shows 
the services offered by each of the affiliates and those DNCP is willing to accept, and 
Exhibit III to Revised Affiliate Services Agreements describes the method of cost 
allocation. 
 
DNCP states that the Revised Affiliate Services Agreements provide that all services will 
be provided by the affiliates at the lower of cost or market standard in compliance with 
the requirement that services provided to DNCP by affiliates be priced at the lower of cost 
or market value.  In addition, the Agreement provides that DNCP can modify its selection 
of services at any time on 30 days’ written notice to the Affiliate or Future Affiliate (as to 
the services listed in Exhibit I that it wishes to add or remove), and either party may 
terminate the Agreement on 60 days’ written notice to the other party.  Should DNCP wish 
to obtain additional services from the Affiliate or Future Affiliate, the Company states that 
it will seek Commission approval. 
 
The Company is not proposing substantive changes to the current agreements.  With the 
exception of one name change, revision of a service category from “Rates” to “Rates and 
Regulatory,” the categories of services remain the same as those previously accepted in 
this docket.  With regard to affiliates not listed in the petition (Future Affiliates) that would 
bill less than $500,000 of any one service (or $2 million of total services) per year to the 
Company, the Company requests the Commission grant continuation of the exemptions 
previously ordered in this docket, which are the same as exemptions granted by the 
VSCC from the filing and prior approval requirements of the Utility Affiliates Act (Chapter 
4 of Title 56 of the Code of Virginia).  The Company proposes that if a Future Affiliate 
executes the Revised Form Affiliate Services Agreement, such agreement will be filed in 
Docket No. E-22, Sub 380A, with the Company’s next occurring annual affiliates report, 
along with reporting of any charges occurring under the new agreement.  The Company 
states that it believes that approval of the form agreement is in the public interest because 
no subsidization of affiliates will occur because the services, processes, and costs will 
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have already have been approved by the Commission, and its use will reduce the 
administrative burden on both the Commission and DNCP without compromising the 
receipt of relevant information concerning affiliate transactions. 
 

RECOMMENDATION 
 

The Public Staff recommends that the Commission accept for filing the Revised DRS 
Services Agreement filed in Sub 476, the Six Affiliate Agreements filed in Sub 477, and 
the Form Affiliate Services Agreement (also filed in Sub 477) and allow DNCP to pay 
these affiliates pursuant to those agreements, subject to the following conditions: 
 

(1) The acceptance for filing of the Revised DRS Agreement, the Six Affiliate 

Services Agreements and the Form Affiliate Agreement and DNCP’s authority 

to pay pursuant thereto be on an interim basis, effective January 1, 2017, with 

DNCP’s ability to pay these affiliates subject to adjustment if found appropriate 

by the Commission upon its own motion or petition by the Public Staff or 

another party. 

 
(2) No changes may be made to any of the foregoing agreements without prior 

filing with the Commission, including changes in allocation methodologies.  

DNCP is required to file any proposed amendments prior to the execution of 

amended agreements and prior to any payment for services thereunder. 

 
(3) The term of each of these agreements shall be two years from the effective 

date, subject to the right of DNCP to terminate the agreements on 60 days’ 

written notice to the other party to each of the agreements.  Prior to continuing 

to receive any services pursuant to these agreements after the two year term, 

subsequent Commission approval shall be required. 

 
(4) The services to be provided are limited to the services shown as selected in 

each of the affiliate agreements filed in these dockets, and DNCP is required 

to file 15 days’ written notice of any new services in Exhibit II to these 

agreements that it intends to take pursuant to such agreements. 

 
(5) All terms of the agreements and the activities conducted pursuant thereto 

remain subject to DNCP’s compliance with its North Carolina Utilities 

Commission approved Regulatory Conditions and Code of Conduct. 

 
(6) All services provided by each of the affiliates pursuant to the affiliate 

agreements filed in these two proceedings shall be at the lower of cost or 

market.  Supporting documentation for such transactions shall be made 

available for Public Staff and Commission review upon request, including the 

periodically conducted market price studies by Condition 19 of the Sub 380 

Order. 
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(7) DNCP shall have the burden of proving that any and all goods and services 

procured from its affiliates have been procured on the most favorable terms 

and conditions reasonably available in the relevant market, which shall include 

a showing that such goods and services could not have been procured at a 

lower cost from non-affiliate sources or that DNCP could not have provided the 

services or goods for itself on the same basis at a lower cost, as required by 

Condition 19 of the Commission’s Sub 380 Order. 

 
(8) Nothing in this Order shall be deemed, in connection with any future proceeding 

before the Commission to determine and establish DNCP’s retail rates or for 

any other purpose, to constitute Commission approval of any level of charges 

directly charged, assigned, or allocated to DNCP under the agreements. 

 
(9) The authority granted by the Commission in this Order shall be without 

prejudice to the right of any party to take issue with any provision of the 

agreements in question in a future proceeding. 

 
(10) All terms of the agreements and the activities conducted pursuant thereto 

remain subject to ongoing review as to their appropriateness and 

reasonableness and to modification by Commission Order upon its own motion 

or upon the motion of any party. 

 
(11) All goods and services rendered pursuant to the agreements and the costs and 

benefits directly charged, assigned, and/or allocated in connection with such 

services, and the determination or calculation of the bases and factors utilized 

to assign or allocate such costs and benefits remain subject to ongoing review 

as to their appropriateness and reasonableness and to further action by 

Commission Order upon its own motion or upon the motion of any party. 

 
(12) DNCP shall bear the full risk of any preemptive effects of the Public Utility 

Holding Company Act of 2005 and shall take all such actions as may be 

reasonably necessary and appropriate to hold North Carolina ratepayers 

harmless from rate increases, foregone opportunities for rate decreases, and 

other effects of any such preemption, including indemnifying its North Carolina 

retail customers against any and all claims including actions of other regulatory 

jurisdictions that the Commission is preempted from disallowing rate recovery 

of any level of charges direct charged, assigned, or allocated to DNCP.  

 
(13) DNCP shall include all transactions under the agreements that are the subject 

of these dockets in its annual affiliates report filed with this Commission. 

 
(14) DNCP shall involve the Public Staff in the continuing work the VSCC required 

DNCP to engage in with the VSCC Staff regarding the verification and auditing 
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of DRS charges and also with respect to the engagement of an independent 

auditor to review DRS costs and allocation methodologies. 

 
(15) This Order shall have no ratemaking implications, and there is no guarantee of 

any recovery of costs directly or indirectly related to the agreements involved 

in these two dockets. 

 
(16) DNCP is exempted from the requirement to file pursuant to G.S. 62-153 any 

affiliate services agreements with any future affiliates that bill less than 

$500,000 per service per year and no more than $2 million total per year on a 

system wide basis to DNCP, provided that the future affiliate executes the form 

agreement in the form as filed herein, with DNCP having the burden of 

monitoring such billings and filing pursuant to G.S. 62-153 prior to such billing 

exceeding $2 million on a system-wide basis.  Any such agreement, once 

executed, shall be filed in Docket No. E-22, Sub 380A, with DNCP’s next 

occurring annual affiliates report, along with a report of any charges that have 

been incurred under such agreement. 

 
(17) The foregoing conditions shall not replace, supersede, or modify and conditions 

previously approved by the Commission in Docket No. E-22, Sub 434, with 

respect to the currently effective VPEM agreements filed in that docket and in 

Docket No. E-22, Sub 512. 

 
DNCP has agreed to the conditions proposed by the Public Staff. 
 
EXHIBIT:  A proposed order is attached as Exhibit No. P-1 
 
RECOMMENDATION:  (Peedin/Wike) That the Commission issue the proposed order 
accepting for filing the Revised DRS Agreement, the Six Affiliate Agreements, and the 
Form Affiliates Agreement and allowing DNCP to pay affiliates pursuant to those 
agreements, subject to the conditions set forth herein. 
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P2. DOCKET NO. E-22, SUB 482 – DOMINION NORTH CAROLINA POWER – 
NOTICE OF AMENDMENTS TO AFFILIATE SUPPORT SERVICES 
AGREEMENTS 

 
EXPLANATION:  On September 23, 2016, Virginia Electric and Power Company, d/b/a 
Dominion North Carolina Power (DNCP or the Company), filed a notice of proposed 
amendments to certain affiliate support services agreements.  The existing agreements 
were accepted by Order issued December 19, 2012, in Docket No. E-22, Subs 481  
and 482, which requires DNCP to file proposed amendments to any support services 
agreements prior to the execution of the amendments and any payments thereunder.  
According to its September 23, 2016, filing, DNCP is proposing amendments to the 
Dominion Transmission, Inc. (DTI) Support Services Agreement, as well as similar 
amendments for existing and future Affiliate Support Services Agreements between the 
Company and each of the following four affiliates:  Dominion Carolina Gas Transmission, 
LLC (DCGT), Hope Gas, Inc. (Hope), The East Ohio Gas Company (EOG), and Atlantic 
Coast Pipeline, LLC (Atlantic), for a five year term effective January 1, 2017.   
 
The Company states that while the agreements with DCGT, EOG, Hope, and Atlantic 
either have been or will be filed in Docket No. E-22, Sub 380A, as part of the Company’s 
Annual Report of Affiliate Transactions (ARAT), the Company, in the interest of clarity, is 
including these agreements with its filing in this docket because they are proposed to be 
modified in the same manner as the DTI agreement. 
 
The Amended Affiliate Support Services Agreements are attached to the petition as 
Attachments A through E, which include clean and/or black-lined versions, as applicable, 
of each of the Agreements.  Exhibit I to the Amended Affiliate Support Services 
Agreements contains the list of 7 possible services offered by the Company.  Exhibit II to 
the Amended Affiliate Support Services Agreements shows the services offered by the 
Company and those the affiliate is willing to accept, and Exhibit III describes the method 
of allocation.  Attachment F is a copy of an August 25, 2016, order of the Virginia State 
Corporation Commission (VSCC) in Case No. PUE-2016-00091, granting the Company 
interim authority to provide security-related Business Services pursuant to the 
Agreements subject to certain conditions.  The VSCC issued its final approval order on 
October 21, 2016. 
 
As provided in the Amended Affiliate Support Services Agreements, the Company is 
proposing to provide “Business Services,” specifically security-related Business Services, 
to each of these affiliates effective August 25, 2016, in addition to the other support 
services currently offered by the Company.  The Company indicates in its filing that it can 
provide the requested support services without compromising the security and safety of 
any Company assets and employees, and also without compromising the provision of 
reliable electric service to its customers.   
 
The definition of Business Services that the Company proposes to include in the 
Amended Affiliate Support Services Agreements is a shorter version of the definition 
contained in the DRS Services Agreement and the Affiliate Services Agreements that the 
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Commission accepted in its December 20, 2011, Order in Docket No. E-22, Subs 476 
and 477.  Because only the language related to security is needed at this time, the 
Company is proposing to define Business Services for purposes of these Amended 
Affiliate Support Services Agreements as follows:  “Business Services.  Perform security 
(physical security support, background investigations, and investigative services across 
the enterprise).” 
 
Each of the Amended Affiliate Support Services Agreements states that DNCP will 
provide services at the higher of cost or market.  In addition, the Agreements provide that 
the services selected can be modified at any time on 30 days’ written notice to DNCP (as 
to the services listed in Exhibit I that it wishes to add or remove) and that either party may 
terminate the Agreement on 60 days’ written notice to the other party.    
 
The Public Staff recommends that the Commission accept the Amended Affiliate Support 
Services Agreements for filing and allow DNCP to provide services to the respective 
affiliates pursuant to those agreements, subject to the following conditions: 
 

(1) The acceptance for filing of the Amended Affiliate Support Services 

Agreements and DNCP’s authority to provide services pursuant thereto be on 

an interim basis, effective August 25, 2016, with DNCP’s ability to offer these 

affiliates services subject to adjustment if found appropriate by the Commission 

upon its own motion or petition by the Public Staff or another party. 

 
(2) No changes may be made to any of the foregoing agreements without prior 

filing with the Commission, including changes in allocation methodologies.  

DNCP is required to file any proposed amendments prior to the execution of 

amended agreements and prior to any payment for services thereunder. 

 
(3) The term of each of these agreements, as amended to allow for Business 

Services, shall be through December 31, 2017, subject to the right of DNCP to 

terminate the agreements on 60 days’ written notice to the other party to each 

of the agreements.  Prior to continuing to receive any services pursuant to 

these agreements after the term, subsequent Commission approval shall be 

required. 

 
(4) The services to be provided are limited to the services shown as selected in 

each of the amended affiliate support services agreements filed in these 

dockets, and DNCP is required to file 15 days’ written notice of any new 

services in Exhibit II to these agreements that it intends to provide pursuant to 

such agreements. 

 
(5) All terms of the agreements and the activities conducted pursuant thereto 

remain subject to DNCP’s compliance with its North Carolina Utilities 

Commission approved Regulatory Conditions and Code of Conduct. 
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(6) All services provided by DNCP to each of the affiliates pursuant to the affiliate 

agreements filed in this proceeding shall be at the higher of cost or market.  

Supporting documentation for such transactions shall be made available for 

Public Staff and Commission review upon request, including the periodically 

conducted market price studies by Condition 19 of the Sub 380 Order. 

 
(7) Nothing in this Order shall be deemed, in connection with any future proceeding 

before the Commission to determine and establish DNCP’s retail rates or for 

any other purpose, to constitute Commission approval of any level of charges 

directly charged, assigned, or allocated to DNCP under the agreements. 

 
(8) The authority granted by the Commission in this Order shall be without 

prejudice to the right of any party to take issue with any provision of the 

agreements in question in a future proceeding. 

 
(9) All terms of the agreements and the activities conducted pursuant thereto 

remain subject to ongoing review as to their appropriateness and 

reasonableness and to modification by Commission Order upon its own motion 

or upon the motion of any party. 

 
(10) All goods and services rendered pursuant to the agreements and the costs and 

benefits directly charged, assigned, and/or allocated in connection with such 

services, and the determination or calculation of the bases and factors utilized 

to assign or allocate such costs and benefits remain subject to ongoing review 

as to their appropriateness and reasonableness and to further action by 

Commission Order upon its own motion or upon the motion of any party. 

 
(11) DNCP shall bear the full risk of any preemptive effects of the Public Utility 

Holding Company Act of 2005 and shall take all such actions as may be 

reasonably necessary and appropriate to hold North Carolina ratepayers 

harmless from rate increases, foregone opportunities for rate decreases, and 

other effects of any such preemption, including indemnifying its North Carolina 

retail customers against any and all claims including actions of other regulatory 

jurisdictions that the Commission is preempted from disallowing rate recovery 

of any level of charges direct charged, assigned, or allocated to DNCP.  

 
(12) DNCP shall include all transactions under the agreements that are the subject 

of these dockets in its ARAT filed with this Commission. 

 
(13) This Order shall have no ratemaking implications, and there is no guarantee of 

any recovery of costs directly or indirectly related to the agreements involved 

in these two dockets. 

 
DNCP has agreed to the conditions proposed by the Public Staff. 



-10- 

EXHIBIT:  A proposed order is attached as Exhibit No. P-2. 
 
RECOMMENDATION:  (Peedin/Wike)  That the Commission issue the proposed order, 
which accepts for filing the Amended Affiliate Support Service Agreements, subject to the 
conditions set forth herein. 
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EXHIBIT NO. P-1 
PAGE 1 OF 7 

 
 

STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
 

DOCKET NO. E-22, SUB 476 
DOCKET NO. E-22, SUB 477 

 
BEFORE THE NORTH CAROLINA UTILTITES COMMISSION 
 

In the Matter of 
Petition of Virginia Electric and Power  ) 
Company, d/b/a Dominion North Carolina ) 
Power, and Dominion Resources Services ) 
Inc., for Approval of a Revised DRS Services ) 
Agreement      ) ORDER ACCEPTING 
       ) AGREEMENTS FOR FILING 
  and     ) AND ALLOWING PAYMENTS 

      ) IN ACCORDANCE THEREWITH 
In the Matter of    )   

Petition of Virginia Electric and Power  )   
Company, d/b/a Dominion North Carolina )   
Power, Dominion Energy, Inc., Dominion ) 
Energy Kewaunee, Inc., Dominion Nuclear )  
Connecticut, Inc., Dominion Technical  ) 
Solutions, Inc., Dominion Transmission, Inc., ) 
and Virginia Power Energy Marketing, Inc. for ) 
Approval of Revised Affiliate Services  ) 
Agreements      ) 
 
 BY THE COMMISSION: On September 23, 2016, Virginia Electric and Power 
Company, d/b/a Dominion North Carolina Power (DNCP or the Company), filed two 
petitions requesting acceptance of certain revised affiliate agreements.  In Docket No.  
E-22, Sub 476, DNCP requested that the Commission accept a revised services 
agreement under which Dominion Resources Services, Inc. (DRS), would continue to 
provide accounting, legal, human resources, information technology, management, and 
other centralized services to DNCP.  In Docket No. E-22, Sub 477, DNCP requested 
acceptance of six revised separate affiliate agreements.  DNCP also requested 
acceptance of a form affiliate services agreement for future affiliates subject to monetary 
limitations and limited services. 
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EXHIBIT NO. P-1 
PAGE 2 OF 7 

 
 

North Carolina General Statute 62-153(a) requires all public utilities to file copies 
of various types of contracts with affiliates, which the Commission may disapprove, if after 
hearing the Commission finds the contract to be unjust or unreasonable and made for the 
purpose or with the effect of concealing, transferring or dissipating the earnings of the 
public utility.  Under G.S. 62-153(b), a public utility is required to obtain the Commission’s 
approval to pay any fees, commissions or compensation of any description whatsoever 
to any affiliated company for services rendered or to be rendered. 

 
DRS SERVICES AGREEMENT (SUB 476) 

 
The currently operative DRS Services Agreement was accepted by Order issued 

on December 20, 2011.  In its December 20, 2011 Order, the Commission accepted the 
currently operative DRS Services Agreement effective January 1, 2012, for a period of 
five years, or through December 31, 2016.  By Order issued on January 9, 2015, the 
Commission accepted an amendment to the Agreement to reflect an additional service. 

 
In its September 23, 2016, filing DNCP requests approval to implement the 

Revised DRS Services Agreement for a two-year term with an effective date of  
January 1, 2017.  The Revised Agreement is attached as Attachment A, with a blacklined 
version attached as Attachment B, which reflects limited revisions.  Attachment C is a 
report from Patrick L. Baryenbruch, an outside consultant engaged by DNCP to study the 
reasonableness of DRS and other affiliate charges to the Company.  Exhibit I to 
Attachment A of the Revised DRS Agreement contains the list of 22 centralized services 
offered by DRS.  Exhibit II to Attachment A of the Agreement shows the services offered 
by DRS and those DNCP is willing to accept, and Exhibit III to Attachment A describes 
the method of cost allocation. 

 
DNCP further states that the Revised DRS Agreement provides that all services 

will be provided by DRS at cost in compliance with the requirement that services provided 
to DNCP by affiliates be priced at the lower of cost or market value.  In addition, the 
Agreement provides that DNCP can modify its selection of services at any time on  
30 days’ written notice to DRS (as to the services listed in Exhibit I that it wishes to add 
or remove), and either party may terminate the Agreement on 60 days’ written notice to 
the other party.  Should DNCP wish to obtain additional services from DRS, the Company 
states that it will seek Commission approval. 

 
The Company is proposing only limited changes to the currently-operative DRS 

Services Agreement as follows:  (1) removal of the “Research” category from the list of 
services offered, (2) clarification and removal of unnecessary items for the bases of 
allocation set forth in Exhibit III to Attachment A, and (3) deletion of pre-December 1, 2013 
language and additional refinement for the Aviation-related service function provided as 
part of “Business Services” category of services. 
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EXHIBIT NO. P-1 
PAGE 3 OF 7 

 
 

The most significant change related to the Revised DRS Agreement concerns the 
verification of DRS charges.  The Company engaged PricewaterhouseCoopers (PwC) to 
prepare an expert report on DRS cost allocations due to concerns expressed by the Staff 
of Virginia State Corporation Commission Staff (VSCC).  Specifically, the VSCC Staff had 
concerns about the ability to validate DRS costs recorded on the Company’s books and 
records, and the ability to trace DRS costs back to source documentation.  The scope of 
PwC’s report was to explain, evaluate, and test the process used by DRS to capture and 
allocate DRS costs (and bill those costs to the Company), and the subsequent distribution 
of those costs by the Company to the appropriate FERC accounts in accordance with the 
FERC Uniform System of Accounts.  PwC recently completed is expert report on DRS 
cost allocation for the period January 1, 2015, to December 31, 2015.  The Company is 
assessing recommendations in that report, and to implement certain changes that may 
be appropriate within the next two years to improve the transparency and verifiability of 
such charges. 

 
The Company is proposing a limited, two-year duration for the Revised DRS 

Services Agreement to allow time to study the report, to assess recommendations in that 
report, and considering to implement certain changes that may be appropriate to improve 
transparency and verifiability of the charges. 

 
REVISED AFFILIATE SERVICES AGREEMENTS (SUB 477) 

 
In its December 20, 2011 Order, the Commission also accepted separate affiliate 

services agreements between DNCP and each of the six affiliates and a form services 
agreement for future affiliates, effective January 1, 2012, for a period of five years, or 
through December 31, 2016.  The six affiliates are Dominion Energy, Inc. (DEI), Dominion 
Energy Kewaunee, Inc. (DEK), Dominion Nuclear Connecticut, Inc. (DNC), Dominion 
Technical Solutions, Inc. (DTECH), Dominion Transmission, Inc. (DTI), and Virginia 
Power Energy Marketing, Inc. (VPEM). 

 
In its September 23, 2016, filing, DNCP requests approval of Revised Affiliate 

Services Agreements reflecting a two-year term consistent with the term for the Revised 
DRS Services Agreement proposed in Docket No. E-22, Sub 476. 

 
The Revised Agreements between DNCP and each of the affiliates are in 

Attachments A through L of the petition with a clean and black-lined version of each 
revised Affiliate Services Agreement.  Attachments M and N are the clean and black-lined 
versions of the Revised Form Affiliate Services Agreement.  Attachment O is a report from 
Patrick L. Baryenbruch, an outside consultant, engaged by DNCP to study the 
reasonableness of DRS and other affiliate charges to the Company.  Exhibit I to the 
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EXHIBIT NO. P-1 
PAGE 4 OF 7 

 
 
Revised Affiliate Services Agreements contains the list of 14 centralized services offered 
by the Affiliates to DNCP.  Exhibit II to the Revised Affiliate Services Agreements shows 
the services offered by each of the affiliates and those DNCP is willing to accept, and 
Exhibit III to Revised Affiliate Services Agreements describes the method of cost 
allocation. 

 
DNCP states in its filing that the Revised Affiliate Services Agreements provide 

that all services will be provided by the affiliates at the lower of cost or market standard 
in compliance with the requirement that services provided to DNCP by affiliates be priced 
at the lower of cost or market value.  In addition, the Agreement provides that DNCP can 
modify its selection of services at any time on 30 days’ written notice to the Affiliate or 
Future Affiliate (as to the services listed in Exhibit I that it wishes to add or remove), and 
either party may terminate the Agreement on 60 days’ written notice to the other party.  
Should DNCP wish to obtain additional services from the Affiliate or Future Affiliate, the 
Company states that it will seek Commission approval. 

 
The Company is not proposing substantive changes to the current agreements.  

With the exception of one name change, revision of a service category from “Rates” to 
“Rates and Regulatory,” the categories of services remain the same as those previously 
accepted in this docket.  With regard to affiliates not listed in the petition (Future Affiliates) 
that would bill less than $500,000 of any one service (or $2 million of total services) per 
year to the Company, the Company requests the Commission grant continuation of the 
exemptions previously ordered in this docket, which are the same as exemptions granted 
by the VSCC from the filing and prior approval requirements of the Utility Affiliates Act 
(Chapter 4 of Title 56 of the Code of Virginia).  The Company proposes that if a Future 
Affiliate executes the Revised Form Affiliate Services Agreement, such agreement will be 
filed in Docket No. E-22, Sub 380A, with the Company’s next occurring annual affiliates 
report, along with reporting of any charges occurring under the new agreement.  The 
Company states that it believes that approval of the form agreement is in the public 
interest because no subsidization of affiliates will occur because the services, processes, 
and costs will have already have been approved by the Commission, and its use will 
reduce the administrative burden on both the Commission and DNCP without 
compromising the receipt of relevant information concerning affiliate transactions. 

 
 The Public Staff presented this matter to the Commission at its Regular Staff 
Conference on December 19, 2016.  The Public Staff recommended that the Commission 
accept for filing the Revised DRS Services Agreement filed in Sub 476, the Six Revised 
Affiliate Services Agreements filed in Sub 477, and the Form Revised Affiliates Services 
Agreement (also filed in Sub 477) and allow DNCP to pay these affiliates pursuant to 
those agreements, subject to 17 conditions set forth in the agenda item.  The Public Staff 
further stated that DNCP has agreed to the proposed conditions. 
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 Based upon the foregoing and the entire record in this proceeding, the Commission 
concludes that the Public Staff’s recommendations should be accepted and its proposed 
conditions are hereby adopted. 
 

IT IS, THEREFORE, ORDERED, as follows: 
 
(1) That the acceptance for filing of the Revised DRS Agreement, the Six 

Affiliate Services Agreements and the Form Affiliate Agreement and DNCP’s authority to 

pay pursuant thereto be on an interim basis, effective January 1, 2017, with DNCP’s ability 

to pay these affiliates subject to adjustment if found appropriate by the Commission upon 

its own motion or petition by the Public Staff or another party. 

 
(2) That no changes may be made to any of the foregoing agreements without 

prior filing with the Commission, including changes in allocation methodologies.  DNCP 

is required to file any proposed amendments prior to the execution of amended 

agreements and prior to any payment for services thereunder. 

 
(3) That the term of each of these agreements shall be two years from the 

effective date, subject to the right of DNCP to terminate the agreements on 60 days’ 

written notice to the other party to each of the agreements.  Prior to continuing to receive 

any services pursuant to these agreements after the two year term, subsequent 

Commission approval shall be required. 

 
(4) That the services to be provided are limited to the services shown as 

selected in each of the affiliate agreements filed in these dockets, and DNCP is required 

to file 15 days’ written notice of any new services in Exhibit II to these agreements that it 

intends to take pursuant to such agreements. 

 
(5) That all terms of the agreements and the activities conducted pursuant 

thereto remain subject to DNCP’s compliance with its North Carolina Utilities Commission 

approved Regulatory Conditions and Code of Conduct. 

 
(6) That all services provided by each of the affiliates pursuant to the affiliate 

agreements filed in these two proceedings shall be at the lower of cost or market.  

Supporting documentation for such transactions shall be made available for Public Staff 

and Commission review upon request, including the periodically conducted market price 

studies by Condition 19 of the Sub 380 Order. 
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(7) That DNCP shall have the burden of proving that any and all goods and 

services procured from its affiliates have been procured on the most favorable terms and 

conditions reasonably available in the relevant market, which shall include a showing that 

such goods and services could not have been procured at a lower cost from non-affiliate 

sources or that DNCP could not have provided the services or goods for itself on the 

same basis at a lower cost, as required by Condition 19 of the Commission’s Sub 380 

Order. 

 
(8) That nothing in this Order shall be deemed, in connection with any future 

proceeding before the Commission to determine and establish DNCP’s retail rates or for 

any other purpose, to constitute Commission approval of any level of charges directly 

charged, assigned, or allocated to DNCP under the agreements. 

 
(9) That the authority granted by the Commission in this Order shall be without 

prejudice to the right of any party to take issue with any provision of the agreements in 

question in a future proceeding. 

 
(10) That all terms of the agreements and the activities conducted pursuant 

thereto remain subject to ongoing review as to their appropriateness and reasonableness 

and to modification by Commission Order upon its own motion or upon the motion of any 

party. 

 
(11) That all goods and services rendered pursuant to the agreements and the 

costs and benefits directly charged, assigned, and/or allocated in connection with such 

services, and the determination or calculation of the bases and factors utilized to assign 

or allocate such costs and benefits remain subject to ongoing review as to their 

appropriateness and reasonableness and to further action by Commission Order upon its 

own motion or upon the motion of any party. 

 
(12) That DNCP shall bear the full risk of any preemptive effects of the Public 

Utility Holding Company Act of 2005 and shall take all such actions as may be reasonably 

necessary and appropriate to hold North Carolina ratepayers harmless from rate 

increases, foregone opportunities for rate decreases, and other effects of any such 

preemption, including indemnifying its North Carolina retail customers against any and all 

claims including actions of other regulatory jurisdictions that the Commission is 

preempted from disallowing rate recovery of any level of charges direct charged, 

assigned, or allocated to DNCP.  
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(13) That DNCP shall include all transactions under the agreements that are the 

subject of these dockets in its annual affiliates report filed with this Commission. 

 
(14) That DNCP shall involve the Public Staff in the continuing work the VSCC 

required DNCP to engage in with the VSCC Staff regarding the verification and auditing 

of DRS charges and also with respect to the engagement of an independent auditor to 

review DRS costs and allocation methodologies. 

 
(15) That this Order shall have no ratemaking implications, and there is no 

guarantee of any recovery of costs directly or indirectly related to the agreements involved 

in these two dockets. 

 
(16) That DNCP is exempted from the requirement to file pursuant to  

G.S. 62-153 any affiliate services agreements with any future affiliates that bill less than 

$500,000 per service per year and no more than $2 million total per year on a system 

wide basis to DNCP, provided that the future affiliate executes the form agreement in the 

form as filed herein, with DNCP having the burden of monitoring such billings and filing 

pursuant to G.S. 62-153 prior to such billing exceeding $2 million on a system-wide basis.  

Any such agreement, once executed, shall be filed in Docket No. E-22, Sub 380A, with 

DNCP’s next occurring annual affiliates report, along with a report of any charges that 

have been incurred under such agreement. 

 
(17) That the foregoing conditions shall not replace, supersede, or modify and 

conditions previously approved by the Commission in Docket No. E-22, Sub 434, with 

respect to the currently effective VPEM agreements filed in that docket and in Docket No. 

E-22, Sub 512. 

ISSUED BY ORDER OF THE COMMISSION. 
 
This the ___day of December, 2016. 

 
NORTH CAROLINA UTILITES COMMISSION 

 
     
     M. Lynn Jarvis, Chief Clerk 
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STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 
 

DOCKET NO. E-22, SUB 482 
 
BEFORE THE NORTH CAROLINA UTILTITES COMMISSION 
 

In the Matter of 
Notice of Virginia Electric and Power  )  
Company, d/b/a Dominion North Carolina ) ORDER ACCEPTING 
Power, of a Revised Virginia Power   ) AMENDED AGREEMENTS 
Support Agreement     ) FOR FILING 
 

BY THE COMMISSION:  On September 23, 2016, Virginia Electric and Power 
Company, d/b/a Dominion North Carolina Power (DNCP or the Company), filed a notice 
of proposed amendments to certain affiliate support services agreements.  The existing 
agreements were accepted by Order issued December 19, 2012, in Docket No. E-22, 
Subs 481 and 482, which requires DNCP to file proposed amendments to any support 
services agreements prior to the execution of the amendments and any payments 
thereunder.  According to its September 23, 2016, filing, DNCP is proposing amendments 
to the Dominion Transmission, Inc. (DTI) Support Services Agreement, as well as similar 
amendments for existing and future Affiliate Support Services Agreements between the 
Company and each of the following four affiliates:  Dominion Carolina Gas Transmission, 
LLC (DCGT), Hope Gas, Inc. (Hope), The East Ohio Gas Company (EOG), and Atlantic 
Coast Pipeline, LLC (Atlantic), for a five year term effective January 1, 2017. 

 
The Company states that while the agreements with DCGT, EOG, Hope, and 

Atlantic either have been or will be filed in Docket No. E-22, Sub 380A, as part of the 
Company’s Annual Report of Affiliate Transactions (ARAT), the Company, in the interest 
of clarity, is including these agreements with its filing in this docket because they are 
proposed to be modified in the same manner as the DTI agreement. 

 
The Amended Affiliate Support Services Agreements are attached to the petition 

as Attachments A through E, which include clean and/or black-lined versions, as 
applicable, of each of the Agreements.  Exhibit I to the Amended Affiliate Support Services 
Agreements contains the list of 7 possible services offered by the Company.  Exhibit II to 
the Amended Affiliate Support Services Agreements shows the services offered by the 
Company and those the affiliate is willing to accept, and Exhibit III describes the method 
of allocation.  Attachment F is a copy of an August 25, 2016, order of the Virginia State 
Corporation Commission (VSCC) in Case No. PUE-2016-00091, granting the Company 
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interim authority to provide security-related Business Services pursuant to the 
Agreements subject to certain conditions.  The VSCC issued its final approval order on 
October 21, 2016. 

 
As provided in the Amended Affiliate Support Services Agreements, the Company 

is proposing to provide “Business Services,” specifically security-related Business 
Services, to each of these affiliates effective August 25, 2016, in addition to the other 
support services currently offered by the Company.  The Company indicates in its filing 
that it can provide the requested support services without compromising the security and 
safety of any Company assets and employees, and also without compromising the 
provision of reliable electric service to its customers. 

 
The definition of Business Services that the Company proposes to include in the 

Amended Affiliate Support Services Agreements is a shorter version of the definition 
contained in the DRS Services Agreement and the Affiliate Services Agreements that the 
Commission accepted in its December 20, 2011, Order in Docket No. E-22, Subs 476 
and 477.  Because only the language related to security is needed at this time, the 
Company is proposing to define Business Services for purposes of these Amended 
Affiliate Support Services Agreements as follows:  “Business Services.  Perform security 
(physical security support, background investigations, and investigative services across 
the enterprise).” 

 
Each of the Amended Affiliate Support Services Agreements states that DNCP will 

provide services at the higher of cost or market.  In addition, the Agreements provide that 
the services selected can be modified at any time on 30 days’ written notice to DNCP (as 
to the services listed in Exhibit I that it wishes to add or remove) and that either party may 
terminate the Agreement on 60 days’ written notice to the other party. 
 

The Public Staff presented this matter to the Commission at its Regular Staff 
Conference on December 19, 2016.  The Public Staff recommended that the Commission 
accept the Amended Affiliate Support Services Agreements for filing and allow DNCP to 
provide services to the respective affiliates pursuant to those agreements, subject to the 
following conditions set forth in the agenda item.  The Public Staff stated that DNCP has 
agreed to the proposed conditions. 
 

Based upon the foregoing and the entire record in this proceeding, the Commission 
concludes that the Public Staff’s recommendations should be accepted and its proposed 
conditions hereby adopted. 
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IT IS, THEREFORE ORDERED as follows: 
 

1. That the acceptance for filing of the Amended Affiliate Support Services 

Agreements and DNCP’s authority to provide services pursuant thereto be on an interim 

basis, effective August 25, 2016, with DNCP’s ability to offer these affiliates services 

subject to adjustment if found appropriate by the Commission upon its own motion or 

petition by the Public Staff or another party. 

 
2. That no changes may be made to any of the foregoing agreements without 

prior filing with the Commission, including changes in allocation methodologies.  DNCP 

is required to file any proposed amendments prior to the execution of amended 

agreements and prior to any payment for services thereunder. 

 
3. That the term of each of these agreements, as amended to allow for 

Business Services, shall be through December 31, 2017, subject to the right of DNCP to 

terminate the agreements on 60 days’ written notice to the other party to each of the 

agreements.  Prior to continuing to receive any services pursuant to these agreements 

after the term, subsequent Commission approval shall be required. 

 
4. That the services to be provided are limited to the services shown as 

selected in each of the amended affiliate support services agreements filed in these 

dockets, and DNCP is required to file 15 days’ written notice of any new services in Exhibit 

II to these agreements that it intends to provide pursuant to such agreements. 

 
5. That all terms of the agreements and the activities conducted pursuant 

thereto remain subject to DNCP’s compliance with its North Carolina Utilities Commission 

approved Regulatory Conditions and Code of Conduct. 

 
6. That all services provided by DNCP to each of the affiliates pursuant to the 

affiliate agreements filed in this proceeding shall be at the higher of cost or market.  

Supporting documentation for such transactions shall be made available for Public Staff 

and Commission review upon request, including the periodically conducted market price 

studies by Condition 19 of the Sub 380 Order. 

 
7. That nothing in this Order shall be deemed, in connection with any future 

proceeding before the Commission to determine and establish DNCP’s retail rates or for 

any other purpose, to constitute Commission approval of any level of charges directly 

charged, assigned, or allocated to DNCP under the agreements. 
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8. That the authority granted by the Commission in this Order shall be without 

prejudice to the right of any party to take issue with any provision of the agreements in 

question in a future proceeding. 

 
9. That all terms of the agreements and the activities conducted pursuant 

thereto remain subject to ongoing review as to their appropriateness and reasonableness 

and to modification by Commission Order upon its own motion or upon the motion of any 

party. 

 
10. That all goods and services rendered pursuant to the agreements and the 

costs and benefits directly charged, assigned, and/or allocated in connection with such 

services, and the determination or calculation of the bases and factors utilized to assign 

or allocate such costs and benefits remain subject to ongoing review as to their 

appropriateness and reasonableness and to further action by Commission Order upon its 

own motion or upon the motion of any party. 

 
11. That DNCP shall bear the full risk of any preemptive effects of the Public 

Utility Holding Company Act of 2005 and shall take all such actions as may be reasonably 

necessary and appropriate to hold North Carolina ratepayers harmless from rate 

increases, foregone opportunities for rate decreases, and other effects of any such 

preemption, including indemnifying its North Carolina retail customers against any and all 

claims including actions of other regulatory jurisdictions that the Commission is 

preempted from disallowing rate recovery of any level of charges direct charged, 

assigned, or allocated to DNCP. 

 
12. That DNCP shall include all transactions under the agreements that are the 

subject of these dockets in its ARAT filed with this Commission. 

 
13. That this Order shall have no ratemaking implications, and there is no 

guarantee of any recovery of costs directly or indirectly related to the agreements involved 

in these two dockets. 

ISSUED BY ORDER OF THE COMMISSION. 
 
This the ___day of December, 2016. 
 

     NORTH CAROLINA UTILITES COMMISSION 
 
     
     M. Lynn Jarvis, Chief Clerk 
 


