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@ SouthAemiJell Telephone 

March 2, 1995 

Mr. David Rauch 
Executive Secretary 
Missouri PUblic Service commission 
301 West High Street, Suite 530 
Jefferson city, MO 65101 

Dear Mr. Rauch: 

Enclosed for filing with the Commission in the above­
referenced case is the original and fourteen copies of 
southwestern Bell Telephone Company's Hearing Memo. Please 
stamp "FILED" on the extra copy and return to me in the 
enclosed self-addressed, stamped envelope. 

Southwestern Bell and staff are filing separate Hearing 
Memos in this docket. since there is no testimony filed as 
of yet in this docket, southwestern Bell wanted to file its 
response to Staff's position in a aore detailed manner than 
generally done in a joint hearing aeaorandua. Furtheraore, 
in the Prehearing Conference Transcription in this docket, 
on page 17, Exaainer Wright stated that the co .. ission 
wanted one report on all the agreed upon issues, but the 
parties could file separate reports on disputed issues. 
Southwestern Bell believes that due to the nature of the 
proceedings in thia docket, a separate aeao is more 
appropriate. 

In the qntar lat;abli!lbina rurt;twr PmNtwru issued on 
Noveaber 4, 1994, the co.aission requ .. ted that the hearing 
MIIOrandua contain a prop a sed procedoral schedule. 
SOUthwestern Bell currently baa a llpt;Jgn to Hpld in 
fbrr•Me pendlft9 before the co.ai-lon. After the llotlon 

s ruled upon and the partl- bave revlevect tba hearlnv •••on.nO filed, tba partl- vUl be in a better position 
to prc;pa81 a procedural ec:tNMJule. ftenfore, no procedural 
Hbllde is curn~aUy •laiJ pnpaasl • 

ftUik J'OIII for llll'lft91ft9 ttals -~ b tba atteatlon of tba 
c ul .. lon. 
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In the Matter of the Investigation ) 
into Southwestern Bell Telephone ) 
Company's Affiliate Transactions ) 

Case No. T0-94-184 

SOUTBWBSTUII BIILL TBLBl'BOIIB COIII'UY' 8 
BBARl:lfG IIBMO 

199S 
POIJUc SER~:~OUR1 

Staff's position on this docket, as well as, Staff's C~~~ 

perception of the issues being addressed in this docket have 

altered significantly. In Staff's May 31, 1994, filing it was 

proposed that "In lieu of the formal investigation of affiliated 

transactions of SWBT • • • 

close this docket in favor of an inforaal investigation and 

education process on the issue of affiliate transactions."' 

staff went on to suggest that the narrow focus of this docket on 

SWBT aay unduly liait the scope of the issues exaained and 

reaoaaended a .ore syateaatia review of other utility groups "in 

order to eliainate, or at least aitigate, subaidi&ation of 

unregulated activity by regulated activ1tlee.•1 

It ie nov statt•a position that tbe current r.cleral 

.._-.ieeion (rex:) aftlllate traneectlon rules do 
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Pl ... ~<! .. ~ .. i•••·"l:e'Vil!lil:ms contained in the Notice of Proposed Rulemaki.n9o . 

(NPlui) Qleased from the FCC, with additional Staff changes, as 

the app~opriate standards for SWBT affiliate transactions.' 

The change from the desire for an informal utility-wide 

review on subsidization issues associated with affiliate 

transactions to a unique SWBT set of affiliate transaction audit 

rules is well beyond the issues SWBT understood to be associated 

with the Commission's request.• 

The Commission should not adopt any affiliate transaction 

rule changes applicable only to SWBT. A ratemaking principle of 

general applicability can not be decided in a company specific 

contested case docket.' 

SWBT also submits that the cost associated with compliance 

with these proposed rules for SWBT and its Missouri customers far 

'case No. T0-94-184, stat ... nt of Staff's Position, october 
21, 1994, p. 3. 

•SWBT• s understanding fro. the prebearing conference vas 
that.& 1) 'lba firat issue vaa to fOCNII on Vbether ScNthvestern 
lell vas in OCIIIPlianos with the FCC ooet allocation rulu and 
wbather the six qusstiOM lifted in the n rHt and Ol:dsr (TC-t3-
au at. al.) b.cl ..._.. allku .. d or nsadedl to be lt6lnseed at this 
t.lae1 al 'ltM aaaond issue vaa Vbether either the 'oint audit or 
~ aQd t. at. t.ba llt'C (KIInau CoL·ponUon cr-t.alon) bad nsolwd 
.... ot t.ba six .. ISUOM 01' 111111 ~J aiiiiiiSid the isiiQS 
ot ~ lall•a «"' 1 U•a• viua u.. JCC•• nl•l and 3) 
'1M tbtl'lli !1111 Wllld be to wdl: tnlml ~ ot a P:IIIDR 
w *. .-usa. on11tnUla1' •••• la • llllllt. .t.nll _.. -.tllar 
t11an ... • .tilt I or ~ aft11:latlell '* . r utlona ao tbat. 
• DE. •llld• wt~ltJ atttrwiM 'llltll ar ltlllltltalt uw ~tell ... 1a 
wn111•woe wta 11 •••• .ea r • ... ........, ~••IIIli•••· .CFaiw- oanl•unu 'II ••~~~>• • u, u.., bM., •· .. ., • 

...... 



outwalqbs any perceived benefit. Further, the commission's 

action in this docket should be deferred until some of the 

uncertainty as to any changed FCC rules on affiliate transactions 

and SWBT's future affiliate relationships is removed. 6 Finally, 

SWBT submits that it has provided full and complete responses to 

the areas addressed in the Order Establishing Dates, and that its 

recommendation for future review of SWBT's affiliate transactions 

as set forth in the stipulation filed February 17, 1995, is 

sufficient to address the original issues of this proceeding. 

I. BACIGBomm 

The Staff's proposed affiliate transaction rules for SWBT, 

that correspond in part, to proposals in a FCC NPRM on affiliate 

transactions, would create a costly regulatory burden by 

requiring differing sets of rules at the state and federal 

level. 7 This increased burden is unnecessary at a tiae when 

~e FCC has an open Notice of Proposed Ruleaaking, cc 
Docket 93-251, that is reviewing the proposed changes to the 
affiliate transaction rules, as vall as a co.puter Inquiry III 
reaand proceeding froa the Ninth Circuit COUrt that will review 
the whole isaue of structural separations and the efficacy of 
non-structural saf89QArds, 1nclu41nt affiliate transection 
aatetuerda. And, specific to IUseouri, is tbe CGaalasion on 
InforMtion 'h<*nolocw'• reo:r andiiUon to adopt levlalation to 
chanve tbe •~ and r..,ulation of tbe teleoau llnlcations 
ind\lsUy in IUaawrl. 

ltbe c iNion naatgnia.d tiNI ~inll c :soatitive natura 
of tbe teleo= 1 1 anlcaU- I lwu, and tiNI ..ad for aalfor~~ 
r•••arlttiiiJ ..a ~ •»•' 1ft a.. ... 1'C ..... t•l4. ln 
nitlfCidiiiJ tM lllt&ff•a I'U ltUon tor__. te 1 .. 1 nt a 
.. .....-. ~ n nt !:IIIII •»•t•., tiNI c . '"'- ••• •Part 
,, ~ 52 21"• :.oa:J\ka _.. Ja liM viU. a JWtltiw 
a: 1•1•• UI!IJa W'ttl'll- *at:t& tiWe tlO-- IBIIU DAta 
.. • _.. =•t:lt.lw tr Bullet • • . ._ c 111&1• la ~ 
ncuwl&nl • aH1$ltllll aauee:~t~~~- lilt _...1111 _,. _.. 
'Rle tatla .... Ia tM I 4 C&tilllt,. M Url? Ill Ill,. II Iii •n _.. 



inc~•••inq competition and industry chanqes warrant the 

simplification of regulatory burdens for all competitors. 

Furthermore, the Commission should not increase regulatory 

burdens and costs on only one carrier (SWBT) in this environment. 

The FCC Joint Cost Proceeding established the current 

hierarchy of rules that dictates how regulated carriers should 

book costs associated with affiliate transactions in its 

regulated accounts. The affiliate transaction and cost 

allocation rules and safeguards have been in actual use for over 

six years. The purpose of these rules is the establishment of a 

reasonable assurance that the regulated carrier is prevented from 

cross subsidizing the activities of nonregulated affiliated 

companies. 

The current rules hierarchy provides that the tariffed rate 

for an asset or service, or in the absence thereof the prevailing 

price of the aaaet or service based on a substantial nulllbsr of 

similar transactions with nonaffiliated third parties, may be 

booked by the requlated carrier. In the absence of a prevailinq 

price for aervicea, the carrier books the fully distributed coat 

(FDC) of the aervice, or in the absence of a prevailint price for 

an aaeet, the carrier books the CJreSter of fair -rket value or 

-t book ,.1_ tor Cllllt.llouncl -u and the hnar: of the tvo for 

-.-



in~W\«"C•••ets.• These •ccouritll'lq ••fequords wotk in conjunction 

wi"tl'fnUlllerous other safeguards, including: 

1. Requirements to file and update quarterly cost 
allocation monuals (CAMs) reflecting the established 
rules and current affiliate and nonrequlated 
transactions 

2. External audits that provide the same level of 
assurance as that provided on a financial statement 
audit engagement on carrier conformance to the rules 

3. Audits by Regulatory Bodies9 

4. Detailed automated reporting on nonrequlated activities 
and affiliate transactions. 

The primary hierarchy chanqes proposed by Staff would severely 

restrict the use of a prevailing price in affiliate transactions. 

This change would substitute a costly and highly subjective 

estimated fair market valuation test for what is now a 

straightforward and easily auditable fully distributed cost rule. 

II. Dl "Q!Gft=LIIIr un 
The current rules provide that if a tariffed rate does not 

exiat for an affiliate service, then the next tier in the rulea 

hierarchy ia a prevailinv price for the servioe. PrevaUinv 

price is a price actually paid for a 8pe01flo service by a 

awaetantial m her of ncmeffUlaUd third perti... 'l'be propoaed 

-·· 



!111\tnfe wqija,~: l!e to require that 75' of totcll revenues or some 

111eas~e t.b•reof must be generated by sales to or received from 

third parties before prevailing price can be used for affiliate 

transactions. This is known as the "bright-line test." The 

imposition of an arbitrary 75' "bright-line" test to establish 

that an expense for purchases or revenue for sales on SWBT books 

are truly a prevailing price is not appropriate. 

The percentage of output provided to nonaffiliates is 

irrelevant to the establishment of a prevailing market price, 

regardless of what percentage is chosen. It is the selling 

entity's market price -- what others are actually paying -- which 

should be the focus of the inquiry. It is the existence of a 

nonregulated, competitive market for the products and services in 

question that determines a market price or prevailing price. 10 

The current rules are, in fact, more stringent in requiring proof 

of a substantial number of sales to third parties on an itea by 

item basis, rather than an arbitrary threshold of total revenue. 

111. Ill "DD D'lft D'!!!TICW raz• 
'lbe •bl'i9bt-Une• t .. t turt.ber fru.tre~ clsar end 

objective nlee Vben COIIbiaed with the satiMted fair aarket 

valuatJ01111 U~R. a.tMI:' t1wa aliWJ the objectlva tully 

clt.W~ ONt. U.. of the C!lftl'eftt; nlsa. lf the •bl'l9bt•Uae• 



til~ is not met, then SWBT would b• nquired to p•r~orm an 

tilxp.naive and subj•ctiv• •valuation of estimated fair market 
c---;:---

Va:tue.11 In the original Joint cost order, establishing the 

affiliate transaction rules, the FCC rejected a fair market 

valuation test for services noting that "such a valuation 

standard is fraught with the potential for abuse, and would be 

difficult to monitor." 12 The fully distributed cost measure as 

the final tier of the rules hierarchy for services was adopted to 

assure that an auditable measure of the cost of service was 

available. Estimated fair market valuations result in a battle 

of "my estimate" is better that "your estimate." For those 

services for which an alternative vendor exists, there is 

normally a market range, based on a nuaber of factors (volume, 

frequency, etc.). There is not one price in the marketplace. In 

a contested situation, it is all too likely that one side views 

only the hi9hest value as appropriate (regardless of whether the 

service could be sold for that price) while, the provider views 



sOllJ otll•h;• point in the range as an lln1orc~n•,ia•i!a 

service beinq provided. Further, services t1Ut1: lire project 

speeific and require certain skills and knowledqe, or involve 

governance (such as the Board of Directors) are not available 

from an outside vendor, or would be a service for which it is not 

appropriate or feasible to contract with an outside vendor. 

Developing estimated fair market valuation studies is very 

expensive with no commensurate value to the Missouri customer. 

SWBT projected, in its comments to the FCC NPRM CC Docket 93-251, 

that the cost for conducting such fair market valuation would be 

liJI. 13 This is not a one-time cost, but recurring each year as 

studies are performed.•• The current rules have demonstrated 

their ability to prevent cross subsidy. 

Staff further proposes that bids, quotes and provider value 

estimates must also support the affiliate purchase decision, 

adding yet anotber laver of coat onto the rul- process. The 

issue of a bid or quote is not relevant to the .oat si9nificant 

.... 



portion of SWBT's purchases from affiliates. ·The parent company 

and Bellcore comprise a majority of SWBT affiliate purchases. 

Many services purchased from Bellcore are not readily available 

from alternative vendors in the marketplace. The whole concept 

of Bellcore historically has been to provide economies of scope 

and scale that were not achievable through an alternative vendor, 

with the sharing of cost with the six other Bellcore owners. In 

a similar vein, the services purchased from Technology Resources, 

Inc. are a strategic and proprietary component of SWBT's ability 

to provide innovative and needed services to its customers at the 

best possible price. It is not reasonable or appropriate to 

expect that the functions could or should be performed by a third 

party. FUrther, SWBT benefits from a cost perspective by sharing 

the costs for co.-on projects with the other affiliates of SBC. 

When coapetitive alternatives are available, SWBT's procurement 

processes review these alternatives. 

sac costa primarily involve corporate governance and 

o011pliance activities that cannot be outaourced. To the extent 

that a consultant coet, vbicb is the ca .. for shareowner 

a4a1nietrative services, is part of the sac ooet, the decision on 

vbioh OGNNltant ~ - is no4: oxc:l-ivelJ' en iane of coet, but 

ratllel' of tbe fWlet>ion ~ I:Na porton:ul, «~~~p~rtiaa, 

qwllUioaU-.. vucatt. etc. 0011t 18 tlrllt _.of several 

t~Mtae bl a cur nl.tant. -~~&on. a taft l~~~tu• 11r a 11114 

IJIUUII diLl ........ IJI'IMI:lt drl9M'~ .... ., .... It 1a ... 
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me~ra, or executive leJdership, key elements to the SBC 

servioea provided to SWBT. 

A review of purchases from Telecom and southwestern Bell 

Mobile Systems further emphasizes the lack of merit in staff's 

proposals. These are CPE and cellular companies that operate in 

a very cost competitive marketplace. SWBT does not have 

exclusive contracts with either company, and has price guarantees 

that are very favorable. There is no indication that an 

expensive fair market valuation system of bids and quotes would 

yield any lower prices than are achieved with these contracts. 15 

Further, the existinq rules state that SWBT can record no hiqher 

than the prevailinq price paid by nonaffiliates for the same 

services, which is a reliable aarketplace test. 16 

By artificially increasinq the coat of doinq business with 

affiliates, the econoaies of scope and scale that SWBT has 

managed to achieve over the course of aany years would be eroded 

and the incentive to aanage the .. activities in the aost 

efficient and cot1t effective IIIWUlner would be frustrated. The 

•briqbt-line• teet and tbe • .. ti .. ted fair aarket valuation• work 

-.... 



no.t to pr4lvent cross subsidy, but to eliminate the incentives . 

that exist to create efficiencies and cost aavinqs through 

affiliate transactions. This type of regulation frustrates 

SWBT's responsibility to manage its business. The staff 

suggestion that "estimated fair market valuation" be accomplished 

through a bid or quote process further erodes SWBT's ability to 

oversee such services and produces no better result. As 

demonstrated in SWBT testimony in TC-93-224, et al., in the 

presentation of the parent company value study, the consultant 

review indicated parent company services (recorded using the 

fully distributed cost rule as required by the FCC rules) were a 

very good value, and well below the "estimated fair market 

valuation" of services offered by outside vendors. 

If the requlatory costs and burdens associated with havinq 

to determine •estimated fair market valuation• and than defend 

such estimates forces SW8T to decide that for some services the 

econoaiea of acope and scale are siaply outweighed by those coats 

and burdens, SW8T aay decide to either develop the -rvica 

internally solely for i~lf, or to obtain it, if possible, from 

noneftiUet... In either oa- the -1- of scope and scale 

are lost. fte parvel'- ~lt ls the 1111.-ri c:watoaer vould no 

l0ft9U!' benefit troa the ~at.d MYf.a9rs of Uleea affUiat.e 

trllniMlot:l.OMl • 

.... tWtio Mlle Mr¥1-.. to afiflllatoe thet I lllliSIIt a 

o.oll..U• ot ..uv~u. .., , afoitm JM•uu,. ,_. te. OWil 

tilftllit. llci!UI'lfhlll ......._. ..W tiD dUllatoe llltULM alaiMI 
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incremental SWBT resources and produce revenues from previously 

non• revenue producing activities. such sales benefit the 

ratepayer by recovering the fully distributed cost of providing 

the service and making contributions to SWBT's general overhead 

expense that would not otherwise exist. If the parent company 

purchased the service from another vendor, SWBT would continue to 

receive a representative share of the cost, but none of the 

revenue stream used to offset fixed overhead expenses. 

The staff proposals for more burdensome Missouri specific 

affiliate transaction rules will result in the potential loss of 

these economies and will increase service costs to Missouri 

customers. 

IV. IIQIII!9ULUID UJIWATI ACCOQJD'IJIG 

There are several other issues raised by the Missouri staff 

that suet be addressed. The first is the issue of a "chain" 

transaction. This is a transaction where a nonrequlated 

affiliate al9ht purchase auppliee troa another nonrequlated 

affiliate and then sella thee to BWBT, or u ... the supplies to 

make a product that atnn' pui'C!ba.... The added and burdenaoae 

rul .. prop ned bf Staff. lnoludiQ~J speoifloation for hoV tM 

nom'eCJUlatM aft1Uatee IIIUt keep tMir aoc-ti"'J recorda an 

~ Maa .. aq. MdiUOMUy. tMJ' an -u MJOIMI tM aoopa Of 

\he lMIIiee ••• \he Cl , .. ,. •*-~ to IIMI aSiaund '" tllla 

lilt...... ,._ .... ~ 11 usa: ._ lllt4lft"• r•anr 11 latloaa an 
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actoptecl inMi•souri by the Colll!llission, require that when a 

nonre911latect affiliate uses assets or services obtained from a 

second nonregulated affiliate to provide services or assets to 

the carrier, the costs recorded by the carrier must reflect the 

actual costs the second affiliate incurred in creating the asset 

or providing the service. This rule applies unless the second 

affiliate has established a prevailing company price for the 

asset or service. 17 Stated simply, the hierarchy of the current 

FCC rules apply to the original transaction to prevent an avenue 

for overcharging. 

Further, to suggest that the nonregulated affiliates must 

set a price based upon ratemaking principles set by regulators in 

each of SWBT's states is completely inappropriate. Even in state 

ratemaking proceedings, the development of a revenue requirement 

(the quantification of all allowable costs) is independent of the 

development of prices for regulated goods and services. It would 

be burdensome for the nonregulated affiliates to identify and 

quantify the disallowed costs and determine whether the costa are 

similar to those disallowed for SWBT. It would also be 

iapoeaible for eacb affiliate to determine a price baaed on 

revulatory rat..uim, disallovanoes Wblcb differ by state. The 

affiliate. or ~. vroald ti'Mift be r-.alred to u-.neact state 

specUlc sales to BIIPCCIPilately prlGB tiNt pul M:. Tbllre 1s no 

j\18'\UlaU. t.ir qplybiiJ Ul IAttory Atl 'tlllil 41esUOIIUt081 

~ 1lilr .-t' to It Llilat.l atfUlMII. 
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.SWB'l' recommends the use of the authorized·interstate rate of 

return for affiliate transactions. The rules dictate what SWBT 

may record on its books and records for affiliate transactions, 

including the application of a return element. Multiple return 

amounts by different jurisdictions for the same service are 

confusing and yields an inconsistent result. The use of one 

return, the interstate amount (which is currently 11.25) avoids 

that confusion and makes the process more auditable. 

In regard to the issue of audit trail, SWBT does not see 

that any changes to existing guidelines are warranted. Retention 

periods for payroll records, and standard industry practices for 

company financial records based on internal and external audit 

requirements, as well as other regulatory filing requirements 

already exist. Further SWBT is bound by the requirements of the 

Securities Exchanqe Act of 1934 which requires adequate corporate 

controls.•• 

v. 90ft DUDJR 

staff's reuininq concerns about the fully diatriblated cost 

etudiea utiliaad in the sale of eervloes by IWIT to affiliates 

are not warranted.• 'n..- cost st•llee an. a etral9bt forward 

.. 14 -



the fully dillltdbuted cost for: 

units Of services sold to affiliates. These affiliate only 

services are not lines of business for SWBT and represent 

activities that SWBT must perform for its own business 

operations, and as a result, incur minimal if any additional 

costs in the provision of the service to an affiliate. The 

studies are a traditional full cost review involving investment 

cost identification (if utilized by the service) and loaded labor 

cost identification. The process is consistent with the Joint 

Cost Order requirement that direct costs be identified first, 

then indirect measures of cost, and finally a general measure of 

cost to assure all costs associated with the provision of the 

service are identified on a fully distributed basis. Cost 

studies have been an integral part of the cost of service 

evaluation in Missouri, and the concepts utilized by the 

affiliate only services are not new. 

To create a new cost study .achaniaa as proposed by staff 

would be cost prohibitive. It would require cost reportin9 

startinv at tM 1-t. 1._1 of payroll and VCNCher detail, and 

coaplu fJAencial coR allocations. lleotluae sJ.'IftltJ.cant aaounta 

Bastld on tM ...sit von: pertoutll. l"'tttl1t9 0018 t.o Uut attention 
of tM a'Uitit t.- t.Mt vaald liiiiUca~ tiiM: __... aontarUftld 
!Mn'loaa 1111frrad ettlliataa and •laa of 1111ta t.o atUU.etaa 
wen ill • ~ ... waat vi.U. u.. appUoaM& 
tee . M'tlalll9 --
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ef t.h• eests are eeuen, the process would be biased on factors, 

which is exactly how current cost studies are developed. The 

struqqle for finite detail does not produce any more accurate 

result. Further, the affiliate only services represent less than 

one half of one percent of SWBT total operating revenues in a 

given year. The idea of developing a full current year financial 

report allocation for these types of services would defy logic 

and create a cost burden for SWBT customers that is way out of 

line with the services being regulated. The cost studies yield a 

reasonable and accurate result and are based on processes that 

have been in existence and used in Missouri for years. 

SWBT suggests that Staff allow SWBT personnel to explain the 

major cost studies durinq the pre-audit meetinq stipulated to in 

this docket to assure staff that all direct and overhead costs 

are applied to the affiliate only services. 

VI. QOIIC!LPIIQI 

SMBT provi~ a straight forward twelve step process that 

would qovsrn future audits of affiliate transactions. This 

proe.ss vas adapted u part of tbe •Upulation with Staff and OPC 

in this dat*et. 1111 '11M CCl'nM'Stons to tbe twelve ·~ involves 



' • • 
in-depth discussions between SWBT managers responsible for 

affiliate transaction oversight and Staff. These types of 

meetings will ensure that Staff has the latest FCC guidelines and 

SWBT audit trail data. The review of this data will allow the 

staff to determine if SWBT is in compliance with the FCC's 

company. 2) Reports containing the revenue and/or expense of 
purchases from and sales to affiliates, by affiliate, for the 
test period will be provided. 3) Review of existing FCC 
affiliate transaction rules with emphasis on any significant 
changes since the last audit with the opportunity for direct 
interview by staff of Company subject mater experts. This review 
will include an overview of what constitutes audit compliance of 
sales of services to affiliates. Purchases of services from 
affiliates will be outlined by type of affiliate: i.e., cost 
allocation, prevailing price, etc. 4) Review with Staff of the 
following sections of the CAM - a. Section IV - Chart of 
Affiliates, b. Section V - Transactions with Affiliates. 5) 
Review any significant operational changes to the purchase or 
sale of services to affiliates since the last audit. 6) Provide 
copies of any SWBT compliance review of purchases from affiliates 
conducted during the test period. SWBT agrees to perform and 
provide compliance reviews for its transactions with Southwestern 
Bell Comaunications (SBC). 7) Provide a copies of any SWBT 
internal audita of affiliate transactions conducted during the 
test period. SNBT affiliate services group will coordinate with 
the SBC internal audit group to schedule timely audits of SBC and 
Yellow Pa9ea prior to the next coaplaint case. 8) Provide the 
coat/price worksheets for sales of earvices to affiliates for the 
teat period (to include incremental unit cost, fully distributed 
coat and price for each billing element. 9) Respond to specific 
questions concerning tariff sales or prevailing price sale to 
atfiliatee, vith the understanding tbat affiliate companies 
reoaive tariffed and pnvallin«J price eervicea under the same 
tU"'MM and COftditiona aa slaUar non-atflliatod companies. 10) 
~t to Staff auditona an overviev of the audit trail for 
~ fi'OII the aajor affilhatee (SBC, Yellow Pages, Tel4t00111, 
llcbUe ~.) 1IMt audit U.U fw the aajor effiUatee will 
iftOl ... U.. ~. ee SJICfii'MW, CIOR allocation, 
pr.,.U'-9 price ~-. 41te. U) PI unt; to Staff auditora an 
o..-dev of salee to tM •Jor a.ffUlatee. 1IMt audit; trail will 
iAol ... CIOR atwliee ouadev. fC'lc~at IIIUUIIf• etc. U) 
lrtlrtR .., n~~~~olaiat leetn't; 41iudU t.rah puar u 91118Uon taaat; 
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appropr.iate 

au4it llfandard. 

If the Commission decides that it needs to amend its current 

affl:J,iate transaction rules, it can not impose such amendments on 

SWBT only. Staff's proposal to amend the affiliate transaction 

rules should be done either through a rulemaking or through an 

informal industrywide setting. 

Respectfully submitted, 

BELL TELEPHONE COMPANY 

By 

DIANA J, 

Attorneys for 
Southwestern Bell Tele!)hone Company 
100 N. Tucker, Rooa 630 
St. Louis, Missouri 63101-1976 
(314) 247-8280 

CIRfiFICITI Of SIRVIC£ 

I hereby certify that aopi .. of the forSCJOinq docuaent -re 

served to all parties on the attached Service Llat by first-olasa 

poatege pw:.,._td, u.s. llaH. 

Dated at ft. Laula, ltlesNrl, Ute :tm day ot llai"Ctt, ltt5 • 

... .. -



KAREN NELSON 

GUt'l'B 202 
65101 

ASSISTANT ATTORNEY GENERAL 
BROADWAY STATE OFFICE BUILDING 
221 W. HIGH STREET, 8TH FLOOR 
JEFFERSON CITY, MO 65101 

~WARD J. CADIEUX 
WCl 'l'IILECOIGIUNICATIONS CORP. 
100 S, FOURTH STRUT, 2110 FLOOR 
IT. LOUIS, MO 63102 

THOMAS SCHWARZ 
MISSOURI PUBLIC SERVICE 

COMMISSION 
P.O. BOX 360 
JEFFERSON CITY, MO 65102 

CARL LUMLEY 
LELAND B. CURTIS 
CURTIS, OETTING, HEINZ, 

GARRB'l"l' & SOULE , P • C • 
130 S. BEMISTON, SUITE 200 
ST. LOUIS, MO 63105 

GARY PACE 
WORLD COMMUNICATIONS, INC. 
1992 INNERBELT BUSINESS CENTER 
ST. LOUIS, MO 63114 


