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Dear Mr. Rauch: 

Bncloaed for filing in the above-c.,tiODed caae ia an original 
and fourteen (14) confcmaec:l copiea of a " •ta or '!'1m 8DJ'IP or 
'!'1m IIJSIOIJJII PUJIL%C 8DVIC'II CD CUIC. C. '!'1m SC0.. or '1'1118 I» Sit'. 

Thia filing baa been .. ued or band-delivered thia data to all 
coun•el of record. 

Thank you for your attantion to thia .. tter. 
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BU'ORE 'I'BE PUBI..JC SERVICJ: CO__.ON 
or TID: STATE OF MISsouRI 

ttl 4MI. _.. of the inwstigation into ) 
~eatan 8ell Telepbooe Company's ) Case No. T0-94-184 
affiliate transactions. ) 

COMMENTS OF THE STAFF 
MAY 3 1 1994 

OF THE MISSOURI PUBLIC SERVICE COMMISSION PU8Uc SER~SSOURJ 
ON 11IE SCOPE OF THIS DOCKET a COMM!~ 

In respolllle to the Missouri Public Service Commission's ("Commission") order of 

March 30, 1994, the Staff of the Commission rcspectfuiJy submits the following with regard to 

the seope of this docket 

I 

The Stiff' \QU;.\,1 1Mt tbc (Ammiwioa'a Jace 11 Ia tbc RqiOit llld Order In docket 

TC-94-224 ("tbc RAO") • u • ......... a dtlailod. ia-dapdl•••i•lm oftbc tr...uoas 

betwun Soudruu , u BIB T1' ;h•• C•'41MJ (SWBT) llld ilufllil' 1 t •aFipiUin, iDc1uJina 

Ita..- Soudtsu 1 • BIB CoojMIIica ("'Sik..J. sa • .... ....._ WliOIId eFIIIil m-iew of 

FCC on1a1. ,. ..t a a ' ,._, miew o1 SWBTa ea. 1v; c ic u ' ("'CAM") ftlr 

................ FClC _ ............. olfCC pNIIIIW._ ... .., I Q lily 

u'a d a' ,......__. ... c : ;pel' a ' ,..tmicwoiSWBT'a' sF 1 daa 

oiiiiCAM•--= I I 

•• ' \ W ....... _ ..... (l(l-.. '111115 .... ... IIIIi ..... \ .. C. 

A. .tka 411 .. - I 1 I t ,._, - •&SIIt' .. l .. -*!$ .... ! •n .. , 

•••h•IWMta 'p ..... 'a n(l .. so a as UrCO..III'III'• •-4.MD II 

m• ...... -. a z n r~a•- a an ...... .,, •• ,. ...... ,.., ,~.a. 
.. . 11 ...... ,... ... ~ ·- rr: ~ •• ..... Q FE - Ln A Ill smW 



·., .. , ·. - --" - . 

r•;<~OIIQJ~ioa • COIPP1Y with .fcc ~ ·'"·· ~-.-. (111 *' • .,.J 
verification of SWBT'• outside auditor's work. 

B. An additional task should be to test the reports that quantifY the purcbaae 

trallsactions between SWBT BDd other SBC affiliates Tbesc RpOrts, if IICCUiate, should be uacd 

to determine material SWBT affiliate purcbaaes. The lllticipatcd materiality standlrd for 

affiliated purchases should be transactions with an affiliate totalling more than $500,000 per year, 

plus any other purchases needed to ensure that 90% of total purcbaae transactions will be 

of Bellcore 1l'lllllc:tiom in onla' to determine if my dnplicldoo exists with pun:baes ftom 

TedmM:al Raounlea. Ioc. (TRI), a direct audit of BeJicore would roquire a COidy, ~ 

out-of-ltatl o••ltn+mtllld il DOI••kl:~Jlll! ~II tbia time.. 

C. A ftadw - of NView lbould be a d 11 llocl iaquiry ialo the proceclul• IDd 

docu!r .. .,...,.. by bolla SWBT IDd ill afliU · fOr n 1 ialll WltitN behi11D IDd ........ 

...... ...t iD ..._ eo arm 1 , Z) ph' a pn J w of'"'' 1 ill ..._ eo SWBT IDd 

....... , ..... 4) ---.. 

an 1 .............. _ ... ___ ·-···"· .. .. 

............. -•cc-1111' 111'••-•s• • ._..., .. ~••• 



~ wof~ IIIOuld be'....,.l"'tllcl,t-.~CO$PIIIIIieo Wi.dl f!lo 
~llW ltUdlrdl. This lbould iuelude nn•l!:d0111 directly between SWBT IDd its affiliates, 

.. \Won is~ between affiliates which ate sublcqueatly chugcd to SWBT (In response 

to Commilsion coocems 1 through 6, R&O , pp. 46-47 liDd p. 67). 

E. 1'bc Staff's review of the joint FCC/Five-state audit report ("Joint Audit Report") 

concerning SWBT affiliated 1niDIJactioos which was released May 22, 1994, indicates that the 

Joint Audit Report will be of limited U5C in resolving the specific matters which the Commission 

has suggested be examined in tbis docket. 1'bc Staff intcrpds the Commission's language in the 

R & 0 as suueatina adeWled review ofSWBT's affiliated 1niDIJactioos procc ms in tbis docket, 

but the Joint Audit Report 1eflects a limited IDd lesa deWled review of SWBT's affiliate 

trmactfons, focuslua co wbelber SWBT'a Kft!lmtina praices Ire in IODIIId with FCC rules, 

without expresaiJc ID,Y opiaioa • to ~ lbe FCC rules Ire wffio i•t to piC•cu poaible 

aftUiatc tr• • tioD • Ill 

of tho.,. ollbejoilll ..... Fw •• , ...... Or i •• I f1 1 •• I I •Ia , .... 

lbe PCC'uc ; t oltllly ' I 1 1 1-(FDC) c ' •• Ia ._of pee w a w priae, 

to dtt I I ..... Mt' " 1'2 ..... ., -· .... ,, ·- Ia ... 

n.aaoullr--•• · 2 2 1a • ••'-•ru• · - I 5 I •r • ............... 
......... 10 n rn sa 7 7 z r 1 oo-...._,.,., .. IIIIIMa'•••._• 

lllllll'•aa ••elll7 ... ._ ..... ,.5,_.5, ciZ ... tlll'-. 'DII CIICI-IIIi'llill' a .... ...,' ' 11 ··--

............. a ,,._... IIK:7711• .. --•. a a ..-
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IL 

'~& .. ~the formal investlptloo of affi!ltted tl'IIIIICtiODJ of SWBT u diac:usu d in Part 

I· of tWa I'IIIIJIQIIIC, the Staff m:ommcnda the CommiJsion cl01e this docket in favor of an 

informal investigation and education process on the issue of affiliate transactions. 

A. AftlliatedtransactiODJbetweenregulatedutilitiesandnon-regulatedparentorsister 

corporations now occur in most types of utilities. Local exchange complllies ("LECs"). including 

but not necessarily limited to SWBT, OTE and United, routinely have transactions with parent 

and sister corporatioos, and conduct both regulated and non-regulated business within the 

telecommunication compeoies themselves. Alli.anra between LECs and c:ablc te1cvisioo 

operations, wbich may poee simjJar affiHete problems, ..,._.. to be on the boriJJoo.. Increasin&IY, 

water oompeaies have,.... CCJIPUiillduus with wbich they law chllnp iDe n1t to the provilioD 

of utility .moe.• Ou local dillribudaa o•11• h• (LDC'a) may be pw ' 'na pa fiom 

markedDaorbllllpCIIIIIica.mu..t. m.:.ric..mtiee .. 1 'Wtlftleflil' 1 :l001poaillduusfor 

plllllltina IDd o1ber pwp11111 J Jf Mi Pllblio Senioe, wWiy OWIIIId by UdliCocp tJaieDd, 

IDe., lllo pill ...... '" 4ENI,) OGI1 RID eMHa ais•LJII 

B. OMa ... puu llsn 111 ot...-...... ., CIOil .. eMhM ill t' ai '1111idee, ... 

DillOW fbcua ollllia "o I tea SWBT _, I b liuil ... _,.ot......... ' I 

1M I thaol .. Jipi'IOII····· ... ., .... ..,. I .. I 2 .... I 0 4 .. .., 

'Fw et • a .... c t w-e a c•lllt' .. lllit~ •• .., .. ,_ .,_ c : •· .. 
oahiCIIIr.._.C a U •• ,.,. rna ...... --

, • ., ...... ._ S' ·-· Sa 

._ I '$ ........ 1 n•' , UM'•ssstiiCIIIC I 5· 

tt QlrJsaaAcUiiiC s gllll•tl_._,,._ ... .._. n ., ..... 
ill t .as. ... 



••• ~ .. !Qr a snte~o~~riOw,oftfl,iMjf~!-;~ .... to '"~··114!l·irf·fll .. 
o OlliDWWe. or at leut mitipte, sublldi:zation of ~ activities by teaulated 

aclividclf.. Further, a broader study could lead to a gcoeric.policyfonnulation by the Commission 

to deal with the Issues poacd by the affiliate transactions of all regulated utilities. 

C. An informal settins would provide greater opportunity for the Commission, its 

individual membcts, the Staff and other participants to get auswa:s to particular concems. The 

procedural restrictions i~ by the Commission's rules in docketed cases may hamper direct 

communication by the Commission to the inteicsted parties of the Commission's interests and 

questions. An informal aetting, in which the Commission c:an dirccdy inlaact with the affected 

parties is more likely to facillilte puenal policy fonnnladoa Such a proc css c:an serve as the 

buia for a rulcnwkina if the ('nmmjsoion deems it appopriale. wbich 111 inYCStiptioa of SWBT 

would DOt. 

S1lfl' .,lciJ PI would i ..... 111 eflllf , tnll-diti!ia111•• lin !'ar"lolD fbct..t 101e1J ell SWBT. 

•urd'b 'tJ, 

~'-"" .. ~ <i~" . 
n a. •• :41r. <S4 
I I 0 I 





Paul s. DeFord 
2345 Grand Avenue 
suite 2600 
Kansas city MO 64108 

Richard Brownlee, III 
235 B. Bi9b Street 
P.o. Box 106t 
Jeffaraon City NO 65102 

Jallles c. stroo 
GTE Operaticms 

NO 65102 

1000 GTJ Drive, Bldq. A 
P.O. Box 307 
Wentzville MO 63385 

Leland curtis 
130 South Bemiston 
suite 200 
Clayton NO 63105 

Willi- H. Barvick 
Attorney at Lav 
240 Baat Ri9h st. 
SUite 202 
Jefferson City NO 65101 




