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1.0 Introduction
1. In 2005, AltaGas Utilities Inc. (AUI) adopted and implemented the Alberta Energy and

Utilities Board (EUB) approved AUI Inter-Affiliate Code of Conduct (Code) and AUI Inter-
Affiliate Code of Conduct Compliance Plan (Compliance Plan). [AUI Inter-Affiliate Code of
Conduct, approved by EUB letter, dated January 5, 2005 & AUI Inter-Affiliate Code of Conduct
Compliance Plan, approved by EUB Compliance Plan Order U2005-342, dated August 29, 2005]
The Code and Compliance Plan require an Inter-Affiliate Code of Conduct Compliance Report
(Compliance Report) to be prepared and submitted annually. Overall, the Compliance Report is
intended to report on specific items addressing the guiding principles within the Code. The

specific items are listed in section 2.0 and the guiding principles are presented in section 2(f).

2. The results of performing the duties specified by the Code and Compliance Plan provide
the basis for the 2009 Compliance Report. In summary, there are no known incidents of non-

compliance with the Code or the Compliance Plan for 2009, except as disclosed in section 2(g).
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2.0 Compliance Report
3. Section 7.6 of the Compliance Plan requires AUI to prepare and submit on an annual

basis a Compliance Report to the AUC which includes the following:

(@)
(b)

(©)

(d)
(€)

(f)

(9)

(h)

)
(k)

0]

a copy of the Compliance Plan and any amendments thereto;

a corporate organization chart for AUI and its Affiliates indicating relationships and
ownership percentages;

a list of all Affiliates with whom AUI transacted business, including business
Addresses, a list of the Affiliates” officers and directors, and a description of the
Affiliates’ business activities;

a list of all Services Agreements in effect at any time during such period;

an overall assessment of compliance with the Code by AUI, including compliance
by the directors, officers, employees, consultants, contractors and agents of AUI
and by Affiliates of AUI with respect to the interactions of the Affiliates with AUI;

an assessment of the effectiveness of the Compliance Plan and any
recommendations for modifications thereto;

in the event of any material non-compliance with the Code, a comprehensive
description thereof and an explanation of all steps taken to correct such non-
compliance;

subject to the confidentiality provisions of Section 8.1 hereof, a summary of
disputes, complaints and inquiry activity during the year;

a list and detailed description of all Major Transactions between AUI and its
Affiliates;

an Affiliated Party Transactions Summary;

a summary description together with an estimated aggregate value for each
Occasional Service provided by AUI to an Affiliate and by Affiliates to AUI;

a summary list of any exemptions granted to this Code or exceptions utilized,
including the exception for emergency services;

(m)a list of all employee transfers, temporary assignments and secondments between

(n)

AUI and its Affiliates, detailing specifics as to purpose, dates and duration of such
employee movements; and,

two certificates, each in the form attached as Schedule “G” attached to this Plan,
attesting to completeness of the Compliance Report and compliance with the Code,
one certificate signed by the Compliance Officer and a second certificate signed by
the highest ranking operating officer of AUI.
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(@) AUI Compliance Plan
4. AUI’s currently approved Compliance Plan is provided at the end of the Compliance

Report in Appendix 1. The Compliance Plan sets out the mechanisms AUI uses to ensure

compliance with the Code.
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(b) Corporate Organizational Structure Charts

5. Effective October 8, 2009, AltaGas Income Trust (AIT) acquired all the remaining
common shares of AltaGas Utility Group Inc. (AUGI) not already owned by AIT and as a result,
AUI became an indirect wholly owned subsidiary of AIT. Therefore, as a result of the change in
ownership, AIT and AIT’s subsidiaries are Affiliates of AUIL. AIT and AIT’s subsidiaries are
also deemed Affiliates of AUI, pursuant to AltaGas Utility Holdings Inc. Request for Approval
of Share Transfer Decision 2005-112, dated October 14, 2005.

6. The following page contains the AIT corporate organization chart. It should be noted the
portion of the chart surrounded by the dotted line containing AUGI and its subsidiaries was

unchanged by the change in AUGI’s ownership.

7. However, effective November 18, 2009, AUGI acquired all the remaining common
shares of Heritage Gas Limited (HGL) not already owned by AUGI and as a result, HGL became
a Utility Affiliate of AUI. Prior to November 18", AUGI owned 24.9 percent of HGL and
therefore HGL was not an Affiliate of AUI.
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(© List of Affiliates with Whom AUI Transacted Business

8. The following pages contain information of the Affiliates with whom, in 2009, AUI
transacted business, including business addresses, names of officers and directors, and a
description of each Affiliates’ business activities.

I. AltaGas Operating Partnership (AOP)

Suite 1700, 355 - 4" Avenue SW
Calgary, Alberta T2P 0J1

Partners

David W. Cornhill............ Partner

Richard M. Alexander...... Partner

David R. Wright............... Partner

Officers

David W. Cornhill............ Chief Executive Officer

Richard M. Alexander...... President and Chief Operating Officer

David R. Wright............... Executive Vice President Strategy and Corporate Development
Dennis A. Dawson............ Vice President General Counsel and Corporate Secretary

Kent E. Stout.................... Vice President Corporate Resources

Marilyn A. Pfaefflin......... Division Vice President Transmission

Nancy Anderson .............. Vice President Renewable Energy -Wind

James (Jim) Bracken........ Senior Vice President Major Projects

Deborah S. Stein .............. Vice President Finance and Chief Financial Officer

Randy W. Toone.............. Divisional Vice President Field Gathering and Processing
OperationsJeremy Baines. Vice President and Treasurer

Massimiliano Fantuz........ Executive Vice President

Description of the Business

AltaGas Operating Partnership is in the business of gathering, processing, transporting,
extracting, buying, storing or selling petroleum, natural gas, natural gas liquids or other
related products, electricity or other forms of energy and related businesses.

Services Received by AUI
Gas purchases, gas portfolio management, gas transportation service and gas operations
services (Value: $62,330,602)

Services Provided by AUI
Gas transportation service and pipeline operating service (Value: $453,117)
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AltaGas Utility Holdings Inc. (AUHI)

Suite 540, 355 - 4™ Avenue SW
Calgary, Alberta T2P 0J1

Directors

Patricia M. Newson.......... Director

Jared Green........cccoeeueee. Director

Earle A. Tuele.................. Director

Officers

Patricia M. Newson.......... President

Jared Green......cccccoevveeene Treasurer

Dennis A. Dawson............ Corporate Secretary

Description of the Business

AltaGas Utility Holdings Inc. holds interests in regulated natural gas distribution utility

businesses operating in Alberta, Nova Scotia and the Northwest Territories.

Services Received by AUI

Debt financing (Value of interest on debt: $5,527,069)
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AltaGas Utility Group Inc. (AUGI)

Suite 540, 355 - 4™ Avenue SW
Calgary, Alberta T2P 0J1

Directors

David W. Cornhill............ Director
Patricia M. Newson.......... Director
Dennis A. Dawson............ Director

Richard M. Alexander...... Director

Officers

David W. Cornhill............ Chairman

Patricia M. Newson.......... President and Chief Executive Officer

Jared Green ........ccoeeeee Vice President Controller and Corporate Secretary

Description of the Business

AltaGas Utility Group Inc. is a holding company with financing and corporate function to
support investments in operating regulated natural gas transmission and distribution
facilities in Alberta, Nova Scotia and the Northwest Territories and natural gas
production and processing facilities in the Northwest Territories that deliver and sell
natural gas to end-users.

Services Received by AUI
Administrative services (Value: $2,902,012)

Services Provided by AUI
Environment, Occupational Health & Safety (EOH&S) services (Value: $4,659)

AOT Services Partnership (AOT)

Suite 1700, 355 - 4" Avenue SW
Calgary, Alberta T2P 0J1

Partnership Representatives
Massimiliano Fantuz........ Executive Vice President
Dennis Dawson................ Vice President, General Counsel and Corporate Secretary

Description of the Business
AOT Services Partnership repairs and calibrates gas meters, provides cathodic protection
and odourization services throughout Alberta and parts of Saskatchewan.

Services Received by AUI
Odourization and meter recertification & repair (Value: $270,414)
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(e) Overall Assessment of Compliance with the Code

10. AUl has provided various training and information to employees, consultants,
contractors, agents and directors regarding the Code and Compliance Plan. In 2006, AUI
implemented a computer-based training program (CBT) for code of conduct. AUI continues to
use an updated version of the CBT for all employees and directors of AUI to enhance their
understanding of the Code. AUI believes these efforts are effective in developing each person’s
awareness of their responsibility to perform duties in ways supportive of the Code and
Compliance Plan.

11. Except as disclosed in section 2(g) of this Compliance Report, AUl knows of no other
instances of non-compliance in 2009. As a result of the audit performed in 2008, AUI has
enhanced its compliance activities with respect to sharing of employees. AUI has also made
progress with respect to non-compliant Inter-Affiliate agreements and should note five non-
compliant agreements between AUI and AOP identified in last year’s report were subsequently
amended to comply with the Code in 2009. AUI continues to operate with the intention to fully
comply with the Code and the Compliance Plan and strives to improve its compliance processes.
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()] Assessment of the Effectiveness of the Compliance Plan

12. In assessing the effectiveness of the Compliance Plan, the outcome should be compared
to the intended purpose. The Code and Compliance Plan were developed with the following

purpose:

@ prevent Utilities from cross-subsidizing Affiliate activities;

(b) protect confidential customer information collected in the course of providing
Utility services;

©) ensure Affiliates and their customers do not have preferential access to Utility
services; and,

(d) avoid uncompetitive practices between Utilities and their Affiliates, which may
be detrimental to the interests of Utility customers.

[Source: AUI Inter-Affiliate Code of Conduct, January 1, 2005, p.1]

13.  AUI submits the Compliance Plan has been effective in conveying the requirements of
the Code as well as providing mechanisms now integrated into the organizational resources and
capabilities of AUI. AUI regularly assesses and where appropriate modifies its compliance
activities to enhance detecting non-compliance and reinforce adherence to the Code in AUI’s
business practices. Further, AUI will continue to seek improvement opportunities to reinforce the

spirit and intent of the Code.

14.  Through the year the contents of the Code and Compliance Plan have been
communicated to employees, consultants, contractors, agents, and directors of AUI. The AUI
Compliance Officer has received all necessary acknowledgements indicating these persons have
complied, and intend to maintain compliance, with the Code and Compliance Plan. To this end,
AUI believes the Compliance Plan has been effective in guiding AUI’s business activities to be

consistent with the spirit and intent of the Code.
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(0) Description of Any Material Non-Compliance

15.  AUI and other utilities were provided specific direction with respect to reporting of

instances of non-compliance:

To avoid inconsistency between utilities as to what constitutes material non-compliance,
the Board has determined that all instances of hon-compliance should be reported.

[Source: EUB “Inter-Affiliate Code of Conduct Compliance Audits and Reporting” letter to AUI, May 24,
2005]

16.  Therefore, the following instances of non-compliance occurred in 2009. These instances
were included in detail in AUI’s quarterly exception reports filed for 2009 with the AUC:

i. At the start of 2009, five agreements between AUl and AOP were not in
compliance with the Code: 1) Gas Supply Management Agreement, 2) Master
Gas Transactions Agreement, 3) Moosehills Pipeline Transportation Agreement,
4) Summerdale Pipeline Operating Services Agreement and 5) Battle Lake
Pipeline Transportation Agreement. During 2009, AUl and AOP worked together
to amend the agreements and by year end, all agreements between AUI and AOP
were in compliance with the Code.

ii. Early in 2009, AUI identified a software contactor hired to perform work for AUI
in 2008 should have been but was not required to complete Schedule F1:
Consultants, Contractors, and Agents Acknowledgement. Immediately after
detecting this non-compliance, AUI pursued the issue and subsequently the

contractor executed Schedule F2 confirming compliance in 2008.

ii. Also in early 2009, AUI identified its quarterly 2008 For Profit Affiliate Services
reports prepared pursuant to section 4.1 of the Compliance Plan, inadvertently did

not include reference to a bulk odorant storage service provided by AUI to AOT.
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Vi.

This For Profit Affiliate Service had been reported in previous years. AUI

terminated this service to AOT effective January 1, 20009.

In 2009 AUI identified two instances of shared employees not meeting all
requirements under section 3.3.1 of the Code. Pursuant to section 2.6 of the Code,
AUI applied to the Commission for two exemptions to allow: 1) AUI’s President
to provide Occasional EOH&S Services to AUGI, and 2) AUI’s operations
employees to provide For Profit Pipeline Operating Services to AOP. AUI filed
the application on October 9, 2009, and on March 1, 2010, received AUC
approval exempting the EOH&S Services and Pipeline Operating Services from

the requirements of section 3.3.1 of the Code.

During 2009, AUI received meter recertification & repair services from AOT
without a Code-compliant Services Agreement in place. AUI is in the process of
executing Code-compliant Services Agreements with AOT for the receipt of
odourization, cathodic protection, and meter recertification & repair services.
AUI will continue to pursue this matter with AOT until the contracts are fully-

executed and compliant with the Code.

Effective November 18, 2009, AUGI acquired full ownership of Heritage Gas
Limited. As a result, HGL became a Utility Affiliate of AUI. A pre-existing
billing and IS&T services agreement between AUI and HGL does not comply
with the Code. A Code-compliant Services Agreement, intended to replace the
existing agreement, is currently being prepared. AUI has also determined certain
employees involved in these billing and IS&T services provided to HGL do not
meet the criteria of section 3.3.1 of the Code and as a result, AUI plans to file an

exemption application to address this issue in the near future.
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Vii.

17.

In late 2009, AUI identified a contractor hired as a customer payment depot was
inadvertently not required to complete any contractor acknowledgement since
being originally hired in 2005. AUI took immediate action to bring this
arrangement into compliance with the Code and by February 5, 2010, obtained
fully executed compliance acknowledgements from this contractor covering the
full period from January 1, 2005 to December 31, 20009.

In addition to exceptions filed by AUI in previous quarterly exception reports, AUI has

the following non-compliance to report to the AUC:

viii.

AUI also provides HGL other IS&T services and fleet management services
covered by Code-compliant Occasional Services Agreements. AUl determined
the employees involved in these IS&T and fleet management services also fail to
meet the criteria of section 3.3.1 of the Code and will be included in the
exemption application AUI plans to file in the near future. AUI should note all
AUI employees shared with HGL have been properly authorized by AUI’s

President.
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(h)  Summary of Disputes and Complaints

18. During 2009, AUI did not receive any disputes or complaints regarding its compliance

with the Code or Compliance Plan.
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Q) Major Transactions Between AUI and Affiliates

19.  Throughout the year there were a number of Affiliate transactions. Details of all Major
Transactions, as defined in the Code, between AUI and its Affiliates are presented in the

following table.

Table 1.0
Col. 1 2 3 4
Administrative

Gas Purchases Financing Services Total

Line  Month AOP AUHI AUGI 2009
1 January $ 12,836,581 $ 372,387 $ 241,834 $ 13,450,803
2 February 9,256,015 $ 323,111 241,834 9,820,960
3 March 6,923,532 $ 342,279 241,834 7,507,645
4 April 3,788,883 % 324,725 241,834 4,355,442
5 May 2,369,570 $ 463,609 241,834 3,075,013
6 June 839,530 $ 447,793 241,834 1,529,158
7 uly 961,259 $ 476,767 241,834 1,679,860
8  August 708,282 $ 480,453 241,834 1,430,570
9  September 1,133,412 3 471,805 241,834 1,847,051
10  October 5,490,469 $ 699,181 241,834 6,431,484
11 November 4,581,734 $ 470,845 241,834 5,294,413
12 December 13,082,098 $ 654,114 241,834 13,978,047
13 Total $ 61,971,365 $ 5,527,069 $ 2,902,012 $ 70,400,446

Note: The figures presented in Table 1.0 are based on AUI’s 2009 audited financial statements.
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()] Affiliate Party Transactions Summary

20.  An Affiliated Party Transactions Summary, as defined in the Code, is provided in the
following table.

Table 2.0
Col. 1 2 3 4 5 6 7 8
Odourization,
Gas Meter Billing
Portfolio Trans. Gas Pipeline Re-cert. & IS&T
Mgt. Service Ops. Ops. EOH&S & Repairs Services Total
Line Month AOP AOP AOP AOP AUGI AOT HGL 2009
1 January $ 12631 $ 12323 $5000 $(340) $ - $ (2500 $ - $29,364
2 February 12,631 11,130 5,000 (340) - 72,030 - 100,451
3 March 12,631 12,323 5,000 (340) - 6,344 - 35,958
4 April 12,631 11,925 5,000 (340) - 25,112 - 54,328
5 May 12,631 12,323 5,000 (340) - 11,877 - 41,491
6 June 12,631 11,925 5,000 (340) - 7,155 - 36,372
7 July 12,631 12,323 5,000 (340) - 47,115 - 76,729
8 August 12,631 12,323 5,000 (340) - 19,296 - 48,910
9 September 12,631 11,925 5,000 (340) - 10,720 - 39,936
10  October 12,631 12,323 5,000 (340) - 12,153 - 41,767
11 November 12,631 11,925 5,000 (340) - 15,635 (3,168) 41,683
12 December 19,288 12,323 5,000 (340) (4,659) 43,224 (7,311) 67,525
13 Total $158,230 $145,088 $60,000 $(4,080) $(4,659) $270,414 $(10,479) $614,513

Note: The figures presented in Table 2.0 are based on AUI’s 2009 audited financial statements.
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(k)

21.

22,

Occasional Services

In 2009 AUI provided the following Occasional Services to Affiliates:

Occasional EOH&S Services to AUGI

The President of AUI represented AUGI at quarterly meetings of the EOH&S
Committee of the HGL Board of Directors and reported to the quarterly meetings
of the EOH&S Committee of AUGI with respect to HGL and Inuvik Gas Ltd.
(Value: $4,659).

Occasional Accounting System Services to HGL
AUI’s Supervisor, Business Applications and an AUI Business Analyst performed
occasional system-related tasks pertaining to accounting system services provided
to HGL. (Value: $7,300 est. to be invoiced in 2010)

Occasional Fleet Management Services to HGL

AUI’s Supervisor, Fleet & Building Services provided occasional assistance to
HGL with the setup and development of HGL’s fleet management program.
(\Value: $600 est. to be invoiced in 2010)

No Occasional Services were received by AUI from Affiliates.
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() Summary of Exemptions Granted or Exceptions Utilized

23.  AUI is currently allowed an exemption from Section 7.3 of the Code requiring AUI to
appoint an officer to the position of Compliance Officer. This exemption, granted by way of
Order U2005-109, dated March 7, 2005, allows other non-officers in AUI’s senior management
team to serve as AUI’s Compliance Officer. Since this exemption was granted, AUI’s senior
management team members have been made officers of the Company and as a result, the

exemption is not currently utilized.

24, Pursuant to section 2.6 of the Code, on October 9, 2009, AUI applied to the Commission
for two exemptions to allow: 1) AUI’s President to provide Occasional EOH&S Services to
AUGI, and 2) AUI’s operations employees to provide For Profit Pipeline Operating Services to
AOP. On March 1, 2010, the Commission issued Decision 2010-085 exempting the Occasional
EOH&S Services and Pipeline Operating Services from the requirements of section 3.3.1 of the
Code.



AltaGas Utilities Inc.
Inter-Affiliate Code of Conduct April 29, 2010
2009 Compliance Report Page 23

(m)  Employee Transfers, Temporary Assignments and Secondments

25. No employees were transferred, temporarily assigned or seconded between AUI and its
Affiliates in 20009.
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(n) Officer’s Certificates

26.  AUI is required to provide two certificates, one signed by the Compliance Officer and
another signed by the highest ranking operating officer of AUI. These certificates attest to
compliance with the Code and completeness of the Compliance Report. Please find on the

following two pages Schedule “G” as signed by:

Nancy J. McKenzie, VP Regulatory & Legal Affairs and Compliance Officer;
and,
Earle A. Tuele, President.
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AltaGas Utilities Inc.
Inter-Affiliate Code of Conduct Compliance Plan

Approved by Order U2005-342
August 29, 2005
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Mechanism 2: Within 60 days after the end of each calendar year, the Compliance
Officer will provide the necessary report of Occasional Services provided by AUI to an
Affiliate and vice versa, indicating whether the services have been provided on a cost
recovery basis, have been properly documented, and remain non-material, required by
Section (k) of the Compliance Report, to the Compliance Plan Committee.

Mechanism 3: The Compliance Plan Committee will review the above report at its first
guarterly meeting after the report has been completed. The minutes of the meeting at
which the report is reviewed will reflect the results of the review, including any
recommendations by the Compliance Plan Committee for changes to the provision,
receipt and documentation of Occasional Services.

Mechanism 4: Any recommendations by the Compliance Plan Committee for changes
to the provision, receipt and documentation of Occasional Services, will be treated as an
inquiry under the Code (see Section 8).

3.3.7 EMERGENCY SERVICES PERMITTED

AUI Policy: In the event of an emergency, AUl may receive, or provide, services and
resources to, or from, an Affiliate on a Cost Recovery Basis.

Mechanism 1: The Compliance Officer will ensure that all emergency services and
resources provided to, or received by an Affiliate in the event of an emergency are
provided on a Cost Recovery Basis, and are documented by way of an approved work
order, purchase order or similar instrument.

Mechanism 2: Within 60 days after the end of each calendar year, the Compliance
Officer will provide the necessary report of Emergency Services provided by AUl to an
Affiliate and vice versa, indicating whether the services have been provided on a cost
recovery basis, have been properly documented, and remain non-material, required by
Section (l) of the Compliance Report, to the Compliance Plan Committee.

Mechanism 3: The Compliance Plan Committee will review the above report at its first
quarterly meeting after the report has been completed. The minutes of the meeting at
which the report is reviewed will reflect the results of the review, including any
recommendations by the Compliance Plan Committee for changes to the provision,
receipt and documentation of Emergency Services.

Mechanism 4: Any recommendations by the Compliance Plan Committee for changes
to the provision, receipt and documentation of Emergency Services, will be treated as an
inquiry under the Code (see Section 8).
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