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January 5, 1996 

Missouri Public Service Commission 
P. 0. Box 360 
Jefferson City, MO 65102 
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Dear Mr. Rauch: 
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Enclosed for filing in the above-captioned case are an 
original and fourteen ( 14 I conformed copies of PILDIG IN CONPLXAHCB 
WITH COIGIISSIOR OltDIIR OP UlliL 11, 1995. 

This filing has been mailed or hand-delivered this date to all 
counsel of record. 

Thank you for your attention to this matter. 

Sincerely, 

~ .. ~.s~:r-
Tbollla• R. Schwan, Jl. 
Senior Couneel 
314-751-5239 .. ., ...... 



I~ !;he ~~ter of the 
·j,~ve!iltl.(Jation int;o 
Sou~hwestern Bell Telephone 
Compapy' s affiliate 
transactions. 

) 
) 
) Case No. T0-94-184 
) 
) 

l'l:LDRI Dr CQIG>Ll:.UICB WZTB COIG[[SSJ:OH ORDBR 01' APRJ:L 11, 1995 

COIIIIS How the Staff of the Missouri Public Service Commission, 

and in compliance with the Commission's Order in this docket dated 

April 11, 1995, files for Commission consideration the attached 

proposed rule governing affiliate transactions. 

Because the proposed rule deals specifically with the matters 

which the parties could not resolve among themselves in their 

earlier Stipulation And Agreement in this case, and because any 

proposed Commission rule.aking would provide the opportunity for 

all affected parties to comment, this draft rule is solely the 

product of Staff. This filing by the Staff only does not indicate 

concurrence in any part of the proposed rule by any other party, 

nor does it indicate lack of interest or neglect on the part of any 

of the partie•. The partie• b.ave proc:eacled in this -nner solely 

to c:oneerve the reaourcee of the O: i-ion and the partiee. 

..., 
···-

Re1peotfully subaitted, 
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Attorney at Law 
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St. Louis MO 63105 
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Senior Attorney 
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and Floor 
St. Louie MO 63102 

James C. Stroo 
GTE Operations 

MO 65102 
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Wentzville MO 63385 

William M. Barvick 
Attorney at Law 
240 East High St. 
Suite 202 
Jefferson City MO 65101 

Jane B. Bilermann 
Assistant Attorney General 
720 Olive, Suite 2000 
St. Louis MO 63101 



Title • - DBPARTKBHT OP 
BCOHOIIJ:C DIIVBLOPIIDT 

Division 2•0 - Public Service 
C~asion 

Chapter 2 - Practice and Procedure 

4 CSR 240-2.135 Affiliate Transactions 

PURPOSE: This rule defines affiliate transactions and prescribes 
evidentiary procedures in contested cases before the commission 
in which affiliate transactions are an issue. 

(1) Definitions. 
(A) "Affiliated companies• means companies that directly or 

indirectly, through one or more intermediaries, control or are 
controlled by or are under common control with, the regulated 
company. The term also includes the unregulated business 
activities or divisions of a regulated company. 

(B) •control• (including the terms •controlling•, 
•controlled by•, and •under COimiiOll control with•) means the 
possession, directly or indirectly, of the power to influence, 
direct, or to cause the direction of the aanagement or policies 
of a company, whether such power is exercised through one or more 
intermediary oo.panies, or alone, or in conjunction with, or 
pursuant to an agreement with, one or acre other co.panies, and 
whether such power is exercised through a .ajority or minority 
ownership or voting of securities, o:o oa directors, officers or 
stoclcholdere, voting trusts, holding trusts, affiliated 
companies, contract or any other direct or indirect means. 
Beneficial ownerabip of 5\ (five percent) of any claaa of 
security of a coapany ehall be daan1d to confer control for 
purpose• of this rule. 

I 2) Stancludll of conduct • 
A utility ~1 not ~ide s financial or non-financial 

adviUltasJe to u affiliated O«t;tlny. tlbH a replat.d utility 
~~with- affiliated caqanr. tM following atiUldarda 
sMU e&!IPlY¥ 

(AJ- Phr clal U actlocla. A ngllatecl .c:Ulty eball be 
•••• to~ a fi! n alal wtcantl!ll b» u affUlatecl C'OIIIlBIPY 
u-

1. ft ..,_ lUll 0&' _..,,_. boll • afflUate IIIDn 
tt.. lUIR' ol 

l. lld:l' ••ltt't prkre. -
U. - C\llllllllt lO tlta Ill ·lwrl .UUt:y to~ 

tt.. __. w ••••• r.rtuett. 



·_;, . 2, It tt:ansft)rs > gQ¢9$·<~r serv:l.'~i!!J\o(any··~l'ria .· .. 
· (ipelw:Ung, but not limited to, land, pate~1"8 1 tl:'ained employees, 
~ee.fi'ch, employee training, etc.) to an affiliate below the · 
gl:"eater of: 

i. fair market price, or 
ii. the fully allocated cost to the regulated 

utility. 

(B) Non-financial transactions. A regulated utility shall 
be deemed to provide a non-financial advantage to an affiliated 
company if: 

1. It provides a service to an affiliated company 
which is not made available, on the same terms, to the 
affiliate's competitors. 

2. It provides planning, coordination, or design 
knowledge; customer information; or cooperation of any kind, to 
an affiliated company, which is not available to the affiliate's 
competitors. 

(3) Evidentiary Standards. 
(A) In any proceeding before the Commission in which 

affiliate transactions are at issue, the regulated utility shall 
bear the burden of persuasion. 

(B) The commission requires more and better proof of the 
reasonableness of the transaction as the value of the transaction 
increases. 

(C) The commission expresses a strong preference for 
competitive bids when a regulated utility purchases goods or 
services from an affiliate. 

(D) In transactions involving sales of goods or services to 
affiliates, the coa.ission will require proof that, at the time 
of the transaction the utility: considered all costa incurred to 
complete the transaction; calculated the costs at tiM• relevant 
to the transaction; allocated joint and oat • :m costs 
appropriately; and adequately deterained the aarket value of the 
services. 

(8) In transactioae involving the p&rebase of good-. or 
services by a regulated utility from an affiliate, the Commission 
will exatne both the coet to the affiliate to proc:lue11 the 9ood 
or aervice, and the cost to the regulated utility to proc:luce the 
good or MZ'Vi<:11 for itael f. 

tt) Recol,..a.,.lae ltaflllla t tts. All noplated uti Uti- shall: 
W a11oa:t t.o the c '•ioo ti"DDIIIIlly all affiliated 

COIIIPIJiiU M 4af:iMd bJ' tJda EW.e. «a» n 11 oft • u,. to t.M c a luioo all oaot.nocs eDtend 
vttb ~~u-.. « ., , ....... au t.z .... ~. ••• n'ertatcala wltb 
dfU:la\:U ~ a wit- t 'l awt. 

CC» n II en - 1 . of aft11:late t.a: nat: lou by 
~Ulat., llf acn•t. r' aal. 

CD) Q JU't lila 'isla. ... fe•l·• "I' It ...... lloalt Wll•• eto.» ..a to nn .. .aau .. t.twcuur •· 
- ....... ,. t l of I ... -~:u..ra -~~~~~~~ la 

•Httierrt •••U to a !Mit ..._&•ll• or •40, s • w~~~a dale 




