May 31, 1994

Mr. David Rauch

Executive Secretary

Missouri Public Service Commission
301 West High Street, Suite 530
Jefferson City, Missouri 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 Motion to Dismiss and
Alternative Comments as to Scope.

Please stamp "Filed" on the extra copy and return to me in
the enclosed self-addressed, stamped envelopes.

Thank you for bringing this matter to the attention of the
Commission.

Very truly yours,




-'_r__-'CGmpany's Afriliate Transactions )

: In the mattor of the Investigation )
© into Southwestern Bell Telephone ) case No. TO-94-184

On January 25, 1994, the Commission issued its Order and
Notice in the above proceeding. The QOrder set an intervention
deadline of February 25, 1994 and directed persons wishing to
participate in this proceeding to file their positions on the
proposed scope of the docket. Southwestern Bell Telephone Company
(Southwestern Bell) is filing this Motion to Diswriss and
Alternative Comments as to Scope in response to said Order.

As the Commission is well avare, the Company’s affiliate
transactions were audited by Technical Associates, Inc. (TAI) and
the Commission Staff prior to the filing of TC-93-224.' Further,
affiliate issues wvare the subject of review and audit in the
recently filed FCC/State Joint Audit.! Recognizing that the scope
of the instant docket should appropriately take into account the
tindings and existence of these other audits, the Commission
postponed the f11ing by parties of their positions concerning the
scope of thie docket wntil tha FOC/State Joint Auwdit was filed in
this case.

'this inclades atenaive audit conducted by Stare relating
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| ;:Bel a; transactions with aftiliates h ve

| ._ with the I"CC's aftiliate transact:lon standards.

Southwestern Bell submits that, in light of the FéC/State
Joint Audit, as well as TAI and Staff’/s audit pribr to Case No. TC-
93~224, a further audit and contested docket is unwarranted,’ would
be redundant and a waste of Commission and Company resources.
Moreover, the results of the joint Fcc/state Joint Audit have
effectively rendered the principal focus of and need for i‘.his

docket moot.*

To the extent any issue may continue to exist, it would appear
to relate to the six specific questions set out at pages 46-47 of

the Commission’s Report and Order in Case No. TC-93-224, et al.
Those Questions, however, rather than focusing on Southwestern

Bell’s coapliance with the FCC’s procedures and rules, apparently
seek to modify or change the FCC rules. For example, three of the

‘!h- Joint awdit M even wore atfiliate transactions
than are imvolved in this instant docket. - The joint mn _mm




:ions (Nos. 1, 5 and 6) inqu
t studies and five of the six questions (Nos. 1, 3, 4, 5,

'ag_d 6) deal with practfces'thaﬁ were not the subject of any jSint
.;uait findings as being in non-compliancemﬁith:the FCC rules and
existing practices.

If the intent is to look at potential changes to the FCC’s
rules, this is not the proper forum. The remedy in such an
instance is to petition the Fcc.® Also, if the intent is to adopt
different affiliate transaction rules and policies for the Missouri
intrastate jurisdiction, then such a focus is likewise improper.
Both the applicable Missouri statute and the Commission’s own rules
require the Commission to follow the interatate accounting rules as
nearly as may be. §392.210(2), RSMo Supp. 1993; 4 CSR 240-
10.010(3) (A); 4 CSR 240-30,040(1) & (2). Reguiring or following
market study data in Missouri when the FCC uses and accepts fully
distributed cost studies would create an inconsistency between the
twvo jurisdictions and will, by Staff’s own admission, create a
situation vhere there will be a great, if not inevitable, potential
for over-recovery or under-recovery of the affiliate transaction
caste.

IXX.




'I'AI, tho Btatt‘ 8 consultant ‘n Case !{

;tizenn' Utility Ratepayer Board's (CURB) consultant in Kansau,

___:__,esented to tha Kansas cOrporation cannission {KCC) that

is problem has been corrected.’

Bell’s February 9, 1994 Motion for Extension of Time to File
compents.
TAI’s complaint about Southwestern Bell’s alleged failure to

See Appggdix A to Sm,ﬂ:hwestern

provide adeguate underlying data from which to establish an audit
trail also appears to have been corrected to TAI’s satisfaction.

CURB’s f£iling in Kansas states:

SWBT now to be able to provide the
"audit tra 1* documenting its affiliate
transactions. . . In the instant case, SWBY
has been !orthooainq vith considerably wmore

documentation and rt for partioular
transactions. In m nstances, such as with
r to asset purchases by SWBT froa

ffiliates, SWDT has provided a significant
lovol of detail. MXoreover, SWBT has been able
to rxeconcile dollar amt- of asset and
service transactions with affiliates provided
in to CURD data vith the
accumiiative figures in its Form N




‘reports filed with the Fcc.

1d.

Therefore, Southwestern Bell submits that this docket should
be dismissed. There is no major issue to investigate that has not
‘been extensively investigated. Some of the problems identified in
the TAI report filed in Missouri Public Service Commission Case No.
TC~93-224 have been addressed and apparently corrected to TAI’s
satisfaction. The only issues which remain -- assuming they do in
fact remain -- concern changes or modifications to the FCC rules on
accounting for affiliate transactions. This proceeding is not the
proper forum in which to adopt such changes. Also, for this
Commission to adopt rules different from the FCC’s rules on this
subject would violate the Missouri statute’s directive that the
Commission follow the interstate rules.

If the Commission does not grant Southwestern Bell’s Notion to
Dismiss and instead elects to proceed with this investigation, in
whole or in part, Southwestern Ball guestions mthcr the instant
case should be a contested docket at all. It appears that the
Commission’s goal is to davelop a reasonable and vorkable process
for further audits in future complaint or rate cases. The Company
therefore belisves that such process oan best be developed by
consenaus rather tham a formal dockst.

an srier to cpaning this docket to discovery,
Bell recomsenis that the Oomaission direct
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que 1ons initially raised by the connission 1n its Report a .

order in Case No. TC-93-224 to determine: _
1) Whether the FCC/State Joint Audit resolved any or parts

of any of the six issues toc avoid the instant docket from

becoming redundant, with potentially conflicting results;

2) Whether any of the six issues initially raised are more
properly resolved by the FCC; and

3) Whether the parties to the instant docket, in light of
the previous audits conducted in the affiliate area, can
develop a joint report and stipulation responding to
numbers 1 and 2 above, and any remaining issues
associated with the questions raised by the Commission at
the outset of this docket.

If the parties cannot reach accord within a timeframe
established by the Commission, discovery can then be opened and a
schedule for filing testimony in a formal docket can be
es:ablished.

Hovever, if the Commission determines that this docket should
go forth at this point as a contested process, with discovery and
tentimony, Southwestern Bell suggests that the docket’s scops be
linited to adﬁr-stinq the six issues identified by the Commission
and whether Southwestern Ball’s practices regarding those issues
couply vith existing FCC cost allocation rules, and whether such
iesues have BOV deen resclved by the POC/Stats Joint Audit.

There is n0 need in light of the FOC/Stats Joint Audit
smmmmmmmmuwa
afriliste tremsacticos ﬂ& sac m strative

w i =




_;:;-1.5_?,_.;.;9:1.;- of products and services or a':;ji_'iset' transfers to

attiliatni All those issues were fully covered by and addressed

“in the joint audit.?

| Nor should the Commission address or extend discovery and the
scope of this docket to consider and include once again
Southwestern Bell’s transactions with Bellcore and SWBYP. Bellcore
and SWBYP have been extensively audited by this Commission and

others over the last several years, and it would be a great

duplicative waste of resources to audit them again in this dpcket.’ '

A separate, but related and very significant, issue is which
parties will be given the opportunity to submit discovery. The
only parties expressing an interest in this issue in Case No. TC-
93-224 were Staff and Public Counsel. It would be unreasonable to
require Southwestern Bell to respond to duplicative or overlapping
discovery requests from several different partiea, It is, however,
reasonable to anticipate that staff and Public Counsel will conduct
sufficient discovery and permit other parties and intervenors
access to appropriate portions of responses to Staff and Public
Counsel’s discovery. Of course, there should not be complete

‘In addition, saveral SBC issuss are presently pend in
Southvestern mx‘- appeal of the Rapozt ADd Order in m—a:-t::q.

e joint audit report recognited that it wvas unnecessary to
Qﬁl‘t mmxmmammuum Joint
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! ing over 50,000 puges of material pertainin
Mﬁthﬂ&ﬁu;mh PN




" Péir the reasons set forth al;ve, Southwgsgé:n Bell requestg
that this docket be dismissed. In the alternaﬁive, Southwé% éth. “
Bell requests that the Commission direct Southwestern Bell,
Commission Staff and Public Counsel to reach a congensus
stipulation addressing any or parts of any of the six issues
initially raised by the Commission. Finally, Southwestern Bell
further requests that any discovery propounded upon SQuthwestegn
Bell be limited in scope and be limited to Staff and Public

Counsel.




‘I hereby cef@ify th#t?coéigi“bffthé,fqgggbinq document were

"prgpgid, U.S. Mail.
" Dated at St. Louis, Missouri, the 34 day of May, 1994.

O Wtae

Senior Attorney-Regulatory

sgyﬁéd to all parties on éhe Service LiSi_by firéf—class ﬁostage"
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