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Tile ltd' of tbe JIJ.a-ri Public llerYice 
ec-J.aa,loa, 
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SOutbweatern lell 'l'elapbooa Ccepeny, 
a Jlia-i corporation, 

c:-plai.Aant, 

In the Mttez" of propoaala to aatabliah an alt-te 
ft9Ulatioa plan for SOutbweatern lell 'l'elepboae 
Ollllpafty. 
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I·•· D 'Pnf· IJI• a&J I a, ............... A ... l&Dd, P,C,, lll: a&at capitol AftDUe, 
foft Offln loa 416, Jeff- cuy, lliaeouri 61102, twa ._..._._Tal.,._.. 
co.pany, Citi- 1'1.1 Sl I C GlaJ of IUftU..Ult, IU-ri, I.a., crew ll:ta 
TtltphoM caas uau ... , 1110., r!AieUty Tal sr 1 c a 1.-,, Onabf Tallfl­
c...,tny, trand Ill_. -.al Tal ,eana cur, 1 aticla, ._ at.ua Tal 01 au cupoca­
uon,llol-r.,.hlt--c :nt.II:Goll"-111 c cnrr.as uhnTallltan•oa .. ...,, 
Lt'hl'op Tallft C ¢1 I• "dooltld c-1:1' TaliJUII a $ I• lltdi'IWala lllan1 
TalepU• ' i Ill'• IUUW Tal at 0 a I• .... II •rn Tal tt Ill 0 OlaJ, 
Oirallaa<l ,_ .,. .. ,. = 1 c a 1..,., 011111 ..._. ..._. .,.1 :r 1 c a 1.-,, 
llttlvU1t Tal I' t rUISio 1M., ._,._. ,._l (t II a $ 11 .... .._11111 
Tallph: nn o a ., • 

.... •· 5 9 • •• n en • 'W'I zw. ca. ••• e ll"n ·a ••· .. ,._ 1400, 
"· &a~oe.U. Ill 1 u t.Jl•• tw• 111.u 11. aus.- ., .._ .,.._._ • ,......_, 
ti-t 'I I tAII&t• ftw Ule ...,, a..., Ill I l'l b &.Mf.MI of f Wtr C!Ul­
c:.tl- nt'•l•z• o. ... • Tl ea 1l.., ._ a•ee. 
...... , ........ --. ................... .._~ ...... 11, 
N:l4l .... til. a-ilt II lf ' J ell • N ell 

n • a ... • • .a _. MI!P • eo ut • , • 
........ ·-- ....... -·--.a. ..... ll•--·~ 
.llllft ltlll, ....... I l I I $ 'Ct ........ 'p $IMP¢, 
--llll'l.4111111elt ........... " ..... ll,t. 
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Oltt,.. lox •••• , 
· fin lidlaoaUon and: 

•rt'' 1. p n;.y, Public C"UnMl, ucl ' ' ' 1. MAlle, ft., Deputy Public 
C«aa .. l, Office of Publia ,._,. .. \, PotR Ofti" lox '7100, Jaffe&'- City, Kh-&'i 
61102, fO&' the Office of Public COUnMl an4 the pWblio. 

II!:'TE 'D!ID'D1 t Ceail :r. Wrj.pt:, lllaiae •· .......... 
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In an order iaaued Deca.ber 18, 1992, ca.. Mo. T0-92-192 waa 

aetabliabad by the cca.iaaion in reapon .. to a motion filed by the partie• in 

ca .. Mo. T0-90-1. ca .. Mo. T0-93-192 waa elltabliabad to conaider future alterna­

tive regulation propoaala for Southweatern Ball Telephone Coapany (SWB). The 

cca.iaaion alao adopted a procedural acbedula wbich .. t prafilinq dataa and 

hearing datea. 

on January 15, 1993, cca.iaaion Staff filed a c.-plaint againat SWB in 

which staff alleged that 111111'• ratea, under traditional rat-xinq -thode, 

produce an -c•••i- le-1 of earninqa in tbe ranqe frail $100 aillion to 

$150 aillion per ,.ar. In an order iaeued January 20, 1993, tbe cca.ieeion gave 

notice to IW8 of the c.-plaint. Staff atatad it baaed ita findinqe on a teat 

year of calaadar year 1991 updated thrcuqb sept- 30, 1992. The cc-iaaion 

ordered IW8 to aitbar eatiaty tbe ......,laint or fila u -r, to aitber aqree 

with Staff'• taet year or .ree "' a ditfw- -· &ad ieauacl a -actbe 

order for pzotactiOII of iaf-tiOII -u1 ad -u.-ti.al. 

Staff ..-tiled ita-~ 1a a 5J II' of ita ......,lalllt onhbnaey 1, 

lttl. IW8 fUad Lt.& 37 ou .. .....,.ued Oft P '1 aey U, 199), &ad ita no nda-

tion OJIU61'8 .... a taet ,_ar, Ia LCe II I U, - .-Lad iU .......... Wft 

Mil Ill- ... I USI I ad Ullt 0 'MIOft II 1• _,.,... lt.a 0 .r•'- ...... tile 

....-:1 al u 1 u .. a o ••&- ..,_ 'au• 1a a.. •· 10-to-l unaac of u 

l!t.l .... ieel- ,_ .... 0 I'..,..,,.. , ••••. -alae ............. 1 

ofti.IIMIIt.l .. llf I I Ia lt.a , 

... = ·-·· 
...... C44l.111$ ...... Jlal• ... -·· rs 11, ..... .,. ...... _, I., I ................... to ........ ........ 

... W .. 'tillla I Sh' 1 1m' ........... F .... - $ ' II I 11 0 'e m -

..... ~-. m Pllftl¢ .. 7 Ill In ldm 9 JUI Ptlfl'e- ,_, 



• • 
Interestlld persons -re grantlld intervention in one ca .. or the other, 

or both ca .. a. Since ca .. No. 'l'0-93-192 and ca .. No. TC-93-224 -re conaolidatlld 

by C:C..iaaion order iasulld April 13, 1993, parties bee- partie• to both caeea. 

Intervention waa grantlld toa KCI Tel-nicatione COrporation (KCI) 1 

HicbMst Independent COin Paypbone Aaaociation (HICPA) 1 ATAT ca.unications of the 

Sout~at, Inc. (A'l'A'1') 1 Unitlld 'l'elepllone COMpany of Hhaouri (Unitlld) 1 co.peti­

tive Teleca..unicatione A&aociation of Hisaouri (cc.pTel)l At.& 'l'elephone co.­

panyl Nort~st Hiaaouri Rural 'l'elephone COMpany I Kid-HJ.aaouri 'l'elephone co.pany, 

Chariton Valley Telaphone corporationl Choctaw 'l'elepilone co.p&nyl HOKan Dial, 

Inc., Peace Valley 'l'elephone C0epa11y1 Kisaouri cable 'l'elniaion Aaaociation 

(HC'l'A)t Oft llortb Incorporatlld, Oft Kia_.,i, 01'11 of ... tern His_.,i and 

Oft syat- of Hie-ri <- 01'11 Hidooeat Incorporatlld) (Oft) 1 unitlld States 

~t of Def-- All Otber hdual 111leC\lthe A~Jeftei .. (DOD) I -d>ei&H 

'l'elepllOM "'WWp'ny, Citi- 'l'elesbane c SP"l' of BlviJi~Un>Ule, JCia~i, Inc., 

~aw-llaA 'l'elasb- cars n eu -· 1110., Pldelity 'l'ehsh ne ""'"P"''Y, Granby 'l'ele­

phone c pny, •- u...- -ul 'l'ellih~ll CDcpxeUon, - Iilla 'l'el..,._ 

CDq~Dration, -lvey 'l'el i' F I C 11111, 11.11 'l'el ... IF I C a IIIJ', Kia;d~a 'l'el..,._ 

C $ uy, ~ 'l'elllh ~- C a Ul• RrDr-sl.4 ~1' 'l'el ;I ~ae C i Pay, 8&1'11 1WA111 

lhRal 'l'elJCt I A C 61111'• llill• 'l'eliCl I C GIIJ, .... II 'II 'l'elAJURa C JPay, 

-...... ._ ftl eH • c u u, oua ,_. ...,_, 'l'el••• •n 

fteel•Ule 'l'el re• a a t 6 • '-·, .,_..._. ,..., e• : 6 1 - .... u., 

ftl e' I G I I I I ..... et Rl I II rt •• Uta Nl41Cioa et •a •• 8. (.,.,1 aa.-, 

--- lU 1 1al e« • l CM? $ • I ·al.tl ••-. • 1 l. '-•• 't2PMI"a 

M tt sn'l11t1 J' .... •l11li1J' a a e cwnu•l...t,, Mt• u 

----dl- • , a .. p fa, -. CUI.,_., M l AU&oazpp et ..._ 

Ill IWl-01'171., l' '1-!W .. i 1• ?! 'M II a, M I rl 

I t ,_,, ._ Uta ...... _. .._ M Ill ft U - ... tllrll twU Cl.-.lf, 

latta • ._ sa l ' ' .,., ... a ·a:e,u, •• a 111tar i(CI&tl JlllU 

I 

I 
j 

~ 

~ 

I 
~ 

t 
I 
I 
• 



~o lleftlQIIMnt COrporation of Jofforaon COunty, Hia11011rit Kiaaouri 

Paroai.n9ton Induatrial -1"1 m: Autbority, and -tbl aat Kiaaouri Office on 

J19in9J Jottoraon -rial -s>ital A111100iation1 at. Louia county Le&9U4J of 

Adrian R-3 School Diatrict, and City of KJ.xa, Kiaaouri. 

The hearing waa held u aobeduled f~ July 12 to 16 and 19 to 23, 

1993, and Auguat 2 and 3, 1993. PartiH filed briofa and tbe ~ ••- are -

before the eo.aiaoion for coneideration. 

1 1 " 1"P Af bG 

a ;atont and niMitam:ial "ldeace ,.._ tbe .....,lou:: 4, Mlliee tbe fol~in9 

findinva of t&a*. 

t.llat. cue tbe c 'Hloe aa ose4 aa ..,oc~l ... , __ u ... "'llllet.loe p1aa tor 

••· 1III1I plaa - to •- tiline ,_.. ... ._,...,. a '"'"'-• OIIKUit 95ri4 lleOOil 

..... - .... , ........... ty ,_, ,_ .... ,... • ...,,. Jl .... a-....-
- to • ••• ,.. .,. __ - ... Lto ••••.,.~--•• .., a zz ne _. ,._. 011 _. 

••••Ma-:r'o Mll.. 111111 ... ,,..,_. __ o.&l plaa - tile a ae *' a ••••.,.•~•--• ¥f .,_ 

CC II OJI Ul ttl- aol A tiO WUII'lwll'-- .......... 

.__.,_ .. ___ _, ... ,, r u .. ~.--. ...... _....,.., 

..... --····· ..._. UlF •••• .._ •••1 _., .... _.. a 11111 • 
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~!to&'.1.119 procedure• &9reed to in the Httl-nt. The Httl-nt, thou;h, 

l:'eduatld the l:'evenue ~ction of $101 aillion ol:del:'ed in ca .. llo. TC-89-14 to 

••2 aillion and allowed IWB to l:'etain eAI:'ftin;a which I:'Aaulted f~ an ROI of 

14.1 pel:'cent and below rather than the 12.61 percent fovnd to be .... aonable by 

the ~i .. ion. 

All part of the nt in ca .. Mo. T0-90-1, Staff, IWB, and the 

Office of Public eounael (OPC) filed report• in October 1992 concemin; tha 

aucceaa of the expert.ental incentive plan. one of the r·eece<::..oendationa in thoH 

reporta w11a to c .... t• a doclcet to conaider wbethoer a future plan waa appropriate. 

CaM llo. T0-93-192 waa eatablial>ed for that purpoae. The expert.ental incentive 

plan waa than extended to January 1, 1994, ao there would be no lapae in plana 

if the cc..iaaion adopted an altemative re;ulation plan for IWB. All part of 

Staff' a .. aluation ot tile au_. of tile exper~l plan, it COftducted an audit 

conceniq IW'e Mnlillflla 1-l•. The audit ....,.lted l.a tile CIOIIPlaint filed by 

staff which ia caee llo. TC-93-224. 

- 11u HUed tile ~ of -- Ratf Iliad -.ucit ... ~ity to 

bl:'in9 ita --.laJ.at ....._lillie powlaiOile of -108 JM.JM.l, a.s.llo. ltH. The 

ca..J.aelon bel~ Raft 11u •tnc..- wtlloclty to file ita CIOIIPlaint and thalli 

lllle c.-t .. ioe, "r 91•1ne -t.e _. _.._ine u aar •c, ~1Hd tile 

-IMorlty - t1111 ••• r~1oe ta fU.e a 

...... aiM u ........... _.. ................. ____ ., --·-- " ,.u.. . 
................... ... 111,..,., __ ... ., ................ l. ,. 

II .-.....-. .. .... .. a ' 9 • , .... 
._ *-..--.. •a--ella ann ue • tua • _.,. .... a•·•= -
U , M•l ... - lill $' I ft ••Mirl~~~~> II • ... • 
1 ••••• ____ ... 

•_._Ubi -JISia-~a·-a • --....... ,,._Ubi wtC --- -
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the eubjeot of thia ~oa••~in;, and no action baaad upon Staff'• coaplaint ia 

~ired of II1IB until the cc-i .. ion i .. uaa thia Report And Order. 

sn•a .. in defanH to the coaplaint i8 that the axpert.ental incentive 

regulation plan baa been aucceaaful and the CO..iaaion ahould authorise SWI to 

continua under a dailu plan without a traditional earning• inveatigation. SWI 

arquaa that rata• have been reduced or have ~ined atabla, H.-vice haa been 

good, invaataent in Kiaeouri infraatructura baa been accelerated, and cuatoeera 

have ahued in a portion of the coapany•a aunin;a. IWII uguaa that tha plan haa 

been a auccaaa and a return to traditional regulation would be a •tap backward 

for the coapany and Kia80Uri ratapayara. 

II1IB ~·that inataad of conaidarln; Staff'• allegation• concerning 

ucaaaive aunln;a baHd upon traditional rata baH ratauking, that the cc-ia­

aion a~owa 111'8'• paop>aal for alt-tive regulation. Thia ~1 -ld 

reduce rat- by $22 •Ulioo par ,.u, upend Lifeline ......,ice and IMIIe additional 

invea~• in faoilit~ of appcoa.t..ately $82 aillion _.. the - three yaara. 

'rhe --k .,......loa u ori9inally p&:;:u~ -ld incl...S. Dil-l fiber opUc 

infraatJnlctano tor lta _,loa ten-l~ and :: :t all lnt-.d pubUa •id4le 

HMola, bi.p Mt! :le, ooll..,.. and Map! taU 110 that Duu- ~in; and 

Telalledlaina -14 lie ...-1ded U.Caclt at ..... _,loa ten-l~. "'l• p& ;:aal 

- ......... at tile Pcaulat· 

ftle c ... lea ..Ul -w. ........... u ........ latl.ollp&lfllll, .. 

-.11 • t11e '* u ••'• • ,.alta- or u.. - ....-.... u. a Latw _.._ ., 

Ulla flU II: ... ..... ftle 0 'eel'llll flccfll, \ll II, tllil& U II I It aa..ly -

..,_tile e a 1 ,., a , .. a e lall&.all..,...,. u al111•'ll .. Nflllall&.all ..,.. 

odtl '[; ftnll I 1• ... tile ~Mel ....... Ill 1 i • 'I tlt'-1 NflllMIIl' 

lllinle;1111 una...,.,_ a 11 .,..,'t?lllllln•· t'lllllll1e ,.,...,.,. ........ 

- ___ ,_.... .., 1 11 ....... ..., •• 

.. , , •• '---·-· 1111> .... t.fta-let-·· 
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~nvea, the CO..iaaion c8nnQt .ake a raaacned deciaion concarninq alternative 

reqvlaticn for SWB. 

The thr-yau axpar!Aantal plan waa jvat that• an axpariAant. The 

CO..iaaion believe& that the plan waa a avcceaa aince it allowed 11111 to oparata 

within a different reqvlatory fr..awork and to accoapliah &aDa neceaaary qoala 

for IWB co......ara. There ia no qvaation that ahuinq did occur dvrinq the plan, 

ahuinq that aiqht not have occvrred under traditional reqvlation dva to reqvla­

tory laq and other conatrainta on co..iaaion reaourcea. Thera ia no qvaation 

that part of the aqr-...nt aatabliahinq the plan included a apacific anderniaa­

tion propoaal which baa upqraded a aubatantial portion of IWB'a network. 'fhia 

-y or -y not have occurred witbollt the apacitic aqra nta in the plan, bvt 

there ia no qveation that it did occur •• a apacitic reqvi~nt of the 

expariDantal plan. 

The ....,.r~. tbou9b, haa aftdecl and any deciai- - to aw- a 

paraanent plan -•t be tMde aft- a &"eYi- of IW •a •Latinq rat- to -vre that 

a panu-t plan, it .......,o...t, will be ba...s upoa tJie atatutory reqv~t of 

juat and ~~le r-. n. rat•- in effect-.- ba...s upoa an 

•tr .. d to aenaae ~ir ft't aft- tJie a-.~.-~·• II$ rt W Ol'llar 1a 'IC-H-14 

waa a...-J.ed. n. ceo • '-! 1a - u. -lt of a -1.-~ a ; rt W 

o.c~~H. o.- u. ~plu ,._. aiDa& ~ ,.._ - -· f~ial 

caeditt.- ... -·• o I -~ .,._ no II t. 1M o ••u. fUlda u.et u... 

ella ... r I Jalll- a 1' all• of -·• n ...-t.a 1: 111111er 

tHitli:IM'l l!et U .. t I fOlie .... I I, oatUII of M al1 I If lll ....... l .. UII plea __ ...... 

... .. .......... ftlll. __.. II 1'1111'- .. tiiWIIO 

._.. ,._ te- IIIII '1111 t' , - _. 2 0 , a-,._ fill M' , ,_. 
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• 
uanaHnuly dieto&t the Mtcbing of inMe-t, expenue and revanuee developed 

ueing the teat year and any update. 

In tbie can both 11111 and Steff have annualiaed, normalised and 

propoaad other adju.-te to teet year lavale. Many of the difference• in 

whether and bow to annualiu, whether to update, or whether to ..U an iaolated 

adjuet.ant, will ba daoidad in tbia a.port And Order. Doth partiea, thou9b, baM 

-ingly baco.a &trident Uollt their claW. that the other party hae not 

adjuated teat year data appropriately and therefore the aatcbing of expenue, 

inveat.ant and r.,...u_ haa not bean .. intained. 

The eo-iaaion Ilea co.a to expect the incraaaad adftraarial nature of 

teet year related ieauae. The atakee are bi9b, aapacially in tbie ca... The 

eo-ieeion, thou9h, hopea that tbrall9b a coaeiatent approach to - teet year 

iee- partiee will avaia a:eturn to aubatanthe diacueeion of the 1- rather 

than b-rinv aadl-ly on the uYil of .. tcbift9 of ce•••-· rate ba .. and 

expenHe, ae u by llbaU' ,_the-- ba -ldlld iAto the daaired fona. 

eion will e.- fv&tbar diDII'I&eion ,_ tlloee u.- •icb ilwolft diepatea u to 

the p&"OfiU period ....-~- to IIMUie any adjw t --.1119 u itea 1a IWI' a 

reumae ...-u•aat cel-latione. 

. ._., .... ,.,. •..• 
•• ••••••• 

..,._._..._,. 0 Ale le_, a: ,, ..... _.. tn II-

,..,.~klle .... a liD 11-lelal ... ,. -leesenllt 

...... lieltll ....... _ ....... _ .... 0 ..... ,. ... 

................ W aaed I Unellf U 1' 4$1QL II - 1 thz 0 I. 

~tile u1 n n._ ,_ _.. e 1 u ... a e r ,.uu .a 
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• 
UU~._.U.u, nor.aliu, or propoH holat..:l adjuat-.nta beyond the taat year for 

Nftlli- or other it-1 it would take all 1.,.18 at llept..tler 1992. Once it ia 

deteraiMd thet adjuat:.enta ahould be mada, then the iaaue t>ec:o.aa which .. thod 

better retleota Oft90in9 l.,.la, 

The difference betvaen Staff'• and SWB'a calculation• of nonrecurring 

and end uHr acceaa r...nuea reaulta froa the .... ..thoda ua..:l to calculate 

ace••• and toll revenu-. staff uHa llept..tler 1992 ti.ea t-1-, while SWB uH• 

an •-rage of the t-1- 8011the ending sept..tler 1992 tJ..ea t-1-. Staff'• 

analyaia ahow11 thet nonrecurring r...nuea are increaaing, while and uHr accaaa 

local Hrvice r...nue• are atable. SWB claiaa sept..tler ia a high ,..1_ ..,nth 

and ao Staff'& .ethod o.aratatea SWB'• r...nuea for theee Hrvicea. 

The ec-J.aaion fiada the .,idence aupporta staff'& annualiaation. 

IIbera trend8 are dii~Ce~nlible, tMI fiDal -th ti.ea -l.a ie a - appropriate 

.ethod tbaa aa &Ya'IWJe of tMI t-l.a -he. llere, 1-1 Hrvice -ing 

r...nuea are alloooll to be l.aoreaaiAQ wbUe end uMr ace••• ~iAQ ceoan­

are atable. rw 1aoreeeiJ19 or atable reoanw 1-la, end of period ti.ea t-l.a 

1• tbe -. •1111ut !Me or tMI '- .. ~ puuat..S. 

1'be ..._ ... , ... -ld poiM - tMit tMI aeoaaaa e&lftl4ttl.oft la not an 

(IRlod - '*'dl U.. - will .. I.e ert.t. If -.1 ece-u -•••• O&lftleted 

rw ••-•-~•elll'll-.11 • ., .. --•• I'&•Gfll*'z•-- - taee --~~~~• -, ..,.., ~'•••:--••• 1e tMI 

- r , ••· .. ..,. ... ....,, .. _ ·-ru, a.a .... -a. e.-. h 1e ••••••-~~••t• 
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• 
ntaiiMid by ... , 12) Httl ... nta with other uca for expanded area Hnica, 

(3) .ettl ... nta with other aa.paniaa related to credit card, 14) third nu.bar 

bi11ift9, and (5) White Pagea directory ravenuaa. 

'1'lla different .atlloda for calculati119 r.-nuaa in thaH cataqoriaa 

again O..OOatrata the diffarancaa which can occur when teat year reaulta are 

adjuatad. Bini hall brought the tHt year forward to llept..tlar 1992 and claw 

that thia beat raprannta ita Oft90inq laval of r.-nuaa. Thia, swa contanda, 

alao ntaina the -tcbinq of ravanuaa to axpanH and rata baH. 

The CO..iaaiOG fillda that Staff • a --· of calculating re-nuaa for 

tboH catagoriaa where no diac:arnibla trend ia apparent ia the 110re raaaonabla. 

Heraly -ing tba - year forward to hpt...tlal' 1992, aa Bini baa dona, doaa not 

reflaot any c:oaaidea'ation of vbat Staff found in aaalyaift9 the r.-nu" in theH 

oat..,wiaa. ftaff f- that t..._ product l~ exhibited larve -thly 

t111otuationa or iaol\ldad _,ati- bal- tllz'ooa9bollt the period aaalraed. The 

u .. oft-~ lMl lnela ia oonaiatant vith the-~ adopted in thia 

c- ...s an _..,. t01r nina -tu ts.ae -1- tl cad the -11•• of 

....-1- bal- ...s l.a- reflectl.- ot cra~lft9 as-rationa than 1 wt 'ar 

1"2 t._ ~-. Tba a••1 .. of aLM IM .-ltad la a -~ti- 1-1 

of acCL u ~the .-n Mhn:u- lae!l\ldad 1e the •-•••· 

'fUUII ftaff•a CUi I I oalooaJAtiona ,_ tMee eaU;II'lUa aDd I 5 ll'lnt 

U.. .. tliiW C8l8l I!IC-U -···· .,.U.. ~·- t.lliat IIMff•a -.1 IUUICCI oalftJAtlANI 

lee Dlcualli$ I l•lwot-•a 0 IUIEII_M ............ lc. lfthe 
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• 
a GIIIUlf fotr a puoiod when the ~:ate• will go into effeGt, Adjuatmenta to tHt 

~ data ~ alwar• a&de to ~:eflect ongoing operation• aa clo .. ly aa poaaible. 

Matching in a ca .. will not neceaaarily reault in all data being brought to a 

certain date, but will ~:eault in any changea to tut year le..,.la being aupported 

by the &'ecol'd. HatchiDCJ -• that expen .. , ,..,.nun and invea-..t le..,.la ~ 

adjuated in auch a .anner that they aaintain their relationahip in calculating 

an Oftl'a11 r-ue l'equi~nt. The ~:eaulting ~u• ~:equi~nt llhould nflect 

OftCJOillCJ opel'a~iona. 

The : inal conteated aatter in thia iaaua ia uncollectiblea. The 

eo..i .. ion finda that uncollectible• ehould be aet at tha le..,.l propoaed by 

staff, .. aed upon the recoaciliation, S1ill appaaJ:e to be ill a;~nt. 

•• JIUD81...• •••• 

IJDIIICJI Wf*W it- an daecl'ibed U tboee UJI~M8 not OOIUiida&'ed 

.,... .....-. &hloaolgll the daecl'ipUon 18 - 'NI'Y dafinithe, theM trPU of 

...,.._ .LM:.Ilde <>ff.loe auppliee, ..-u.-. ..s..rtiaing, papuo prodlacta, CIOIIPiltnl' 

eoftwen, .-.dth llau.tw·-- 0Jr9Uliaation pew-t•• ether heeitll c~ pa,_ta 

tv •ieioa - deatal cra.n, au-uone t..- 8olatll utem .. u 01 CJUUion, 

II; eaf.M;ion, aLfiK-'10-tlee ,_ Ull -· ,_vi- w ;fw - ~t abe ha8 
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llS lldlJaM .,..... 1-., II e. .. ,... 'Ill a ._..a afflUIU u lftionl, 
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staff in ita caae reflectad teat year 1991 1.,.1& of expiiiiM for thoM 

it- &114 did not updata thae to lept&lllber 1992. ataff oppa&aa the update on the 

baaia that 8WB haa not ahoom why upenMa increaHd to the sept&llber 1992 1eftla 

&114 failad to daalorultrate that theM 1e,.la are -n nflectift of na• a ongoing 

operationa. staff oppo ... tlwt OIIP-IPD adjuat.ent u not known anct -aurab1e and 

aa Mrely an adjuat.ent for inflation which tlwt c:c.ai .. ion haa ngu1ar1y 

njectad. 

'1'lwt c:c-J. .. ion haa conaiderad sn•a propoHd adjuatMnta to teat year 

1 .. ela &114 fin~• they are not appropriate. na•a ~t that theM nonwage 

expiiiiMa .. ,.': w b.cought foa:vard to -intain a proper -tching ignona the teat 

year. A teat ,..r of caleodar year 1991 wu Ht in thia caae &114 updatea ..n 

appro•ad for it-. wbot.re aignificant change& occurred. na haa ...- the uguMnt 

conaiat-lJ' that all 1- llllould be bro\19ht f....-rd. 'ftlia, tbou9b, -ld­

the teat ye,ar &114 -ld nquin ataft to lte&UCU.t all of the c PRJ''& operation& 

tbrouvb ttc;t llr 1H2. Ia additico, bringing UIMe 1.,.1• f....-rd ai9bt not 

eataa.Uu au up. late 1-le ot us w f- UIMe •-· 

u ~-. .. leo·' ;u -·• poeitieo co ...... ling without nqulring 

- ftlll 01 ot ~tl- dt 1 111 -lated vltll ~ ...... ~ l.t_, it vU1 

IIPe la etlhl<:t • .- tbe - ,.u. Vpda- an au....a to -. cs.-1)" nfleclt 
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IIOt lie I I I IUa, - -.w it 01 0 lf' ..a- -·· 0 'rar $ l&t.,_, 
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.............. ••• a - ke ••- 2 s lllWef 1 'rar u atlrn. 
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... , I '•'rar &Ufllll-<&f'fu• ...... a. -diM 
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A,cldit:iollally, t:lle c-i .. ion vi- t:he propoeal t:o adjuat: nonwage it:•• 

fOJ' t:lle GIIP-JPD u an in(lat:ion adjuet.ent:. The ..,.idence ie not: conYinoin9 that: 

t:hia t:ype of national indicator reflect• what hae actually occurred connming 

an ncm•A98 expenHa. The cc-ieeion haa traditionally rejected theM type• of 

adjuet.ant:e u not known and -•urable and not: cCIIp&fty-apaoific. The co.ai .. ion 

f.I.Dda that tblt ..,.idence in thie caH ia lackin9 to allow a direct relationehip 

vit:h an• • ourrem operation• and tha OHP-IPD. The etudy taatified to by Wepfer 

-• a 1988-1989 atudy. The uH of a 110re recent atudy to allow a relationahip 

bat-n GIIP-JPD or any otbltr indicator and Sill -ge expenHa would be neo••­

•ar:r for tba co.aiaaion to conaider auch an adjuataant. 

The update to affiliate tranaactiOGII -. treated aa a aaparate IIUbieaue 

in t:hia c-. The ..,.i._ indicate• that tha inoraaaa in expenH 1 ..... 1 of t:ha 

update ,_rind - tha teat year period l.e due to a ~i"'l e-t: that: hae 

al~ .._ oc..,l-lJ' paid tUooagh tha 1H2 credit caloulatiOD. an d.l.d not 

brief th1a 1-. The co.aiHiOD f.I.Dda that Staff'• poaition ia aupported by tha 

caaocd. 

c. II••FIFFl'MaiJIIJIUtLI••-zll"lll.JOP:JR;lLlliMt•&i'oi•._J'••ssiiM• 

b ita ftPlJ' kW, haft URI IU tllat "lUlU otlar9a uaita H All 

•a o 1 l'- ......._lJ' ntae. to -.lt:a to toll tliiM pa tua r••-• -~~•••, • Staff tiMIII 
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that only ngulattKI operation• are retliiCt:tKI in llfl'e ftlftnu& requi~nt. IIOt:h 

staff and l1fl A9t' .. on thie -tter and they alao A9t' .. that llfl'e coat Allocation 

Manual (CAN) ebould be uatld to eetablieh the derequlattKI .. rYicee adjuet.ant. 

The conteattld i .. ue regardift9 deregulilttKI aerYicee ia what period ebould be uatld 

to detemine the dengulattKI eervicee adjuat.ant. staff propo .. a ueift9 teet year 

1991 dete while l1fl propo .. a ueinq the twelve month& ending .. pte.ber 1992. 

The ec-J.eaion find& that teat year 1991 data ebould be uatld for 

datemining the deregulattKI .. rvicee adju-t. lven tbough both partie& u .. 

CAM reeulte, it appear• froa the record that Staff w.. able to audit the 1991 

data end the eaterna1 euditor•e report eoncerni119 that data. 'l'bia ia not true 

for the CAM neulta fo.: the twel,. -he &ndift9 S&pte.ber 1992. 

Work papere of the eaterna1 auditor were not proYidtKI to staff until 

June 14, 1993, which -• it ilapoeaU.1e for staff to audit thoee WO&'k papere in 

~ation torr tile llearift9& in Jla1y 1993. In aclditlon, an doe& not offer 

euftioient .. ua- of tile .,.._ torr tile decreaee in -• toar derequlattKI 

aenicea aa nlliiCt:tKI ~ tile CNI -lte torr tile t>Mho _... ending Ia~ • u 

1tt2, AA eapl-t.l.- foar tile CNI c+a 111 W evUIOCt& .. .l.ch nil-e Utat the 

twelft _._ n dl"9 I apt t II' JO, 1992 1e __.. nll-ift of ocw,oing opwat1ona, 

J.a n ..... ..,., toar tile c '•loa to find u.at &fdetin9 tile - rou l.eft1 of 

.. ,., Ill •• ..........-. 
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...-u.a" Cc an cudu aunau Letter of Interpretet:i,on inued Auguet 21, 1111. 

IWIJ, ~He to nf1ect the rcc opinion in thia caH while staff oppoHa it aa 

an out-of-period adjuat.ent. 

Tba avidance indicate• that until the Letter of Interpnt:ation, SWB 

pa,.enta to other LICa under the Pri.aary Toll CUrter (P'l'C) plan were directly 

aaaiqnad to intraetate oparationa. The Letter of Interpntation indicated thia 

100 percent aaaignmant to intraetate eight not ba propu. After the Latter of 

Interpretation in Auguat 1991, SWB changed the direct aaai;.-nt of theH coata 

and allocated coata uaing Hparationa factora. Tba Karch 1993 PCC opinion nin-

tied with intraetate oparationa. The opinion waa to ba applied ratroacti,.ly to 

Auguat 1991. 

laaad UJ10D the biatozy of thia -ttar, the cc-J.aeion find& that thia 

change ia appropriate to ba Ulcluclad 1n thia c-. Th1a 1a an iaclated adjuet-

oalaulati- 111 tbia - - t~ 1t 1• -.IAe tba teat ,._. and updated 

period. 
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u.-cl in oal011lati119 Niu011ri taxable inCCIIM will be reduced t,_ 100 percent to 

80 percent:. In ita initial bdet Statt atatea that it: oppoHa tbe adjua~nta. 

The brief, though, tocu .. a primarily on tha property tax iaaue. 

The C:O..iaaion tinda that the adjua~nt propoaed by SWB tor tha inCCIIIe 

tax inon... which reaulta tr- the ena-nt ot Senate Bill 380 i• an appro­

priate iaolated adju~t to the teat year. Thia tax incr- ia tha nault ot 

goye...-nt action• and ia dinctly related to tha .....,.t ot inCOOM 81111 earna. 

ltatt wit-•• schallenberq teatitied that tha actual inCCIIM tax inc ...... can be 

oal011lated once a deciaion 1a reached in thia ca... The cc-iuion find• that 

thia adju~t ia thanton autticiently known and -rable to include in thia 

The eo-iaaiOD tinda that the property taa upen1N1 incna.. 1a not 

aubject to tba - calculation u tba ~ tax incna .. and ia not known and 

-nzoable. '1M -.t of incnue vUl be lt;n~nt 011 tba action of 

itldepenh rt Hllool dietdcta and will - .. a~ two ,.an 011tai.de the teet 

year OS' tile uptated pe&'1od. 'IMn 1a too -" llMeS'tainty 1n tba calculation of 

thia adj- and tile inclueiOD 1a U.1a- 1a not au ;ziate. 

13•1t\:M DE r 
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~ IIOIIJI~urring -..nta. an, thou9h, propoHa to reco,_. tile difference bet-n 

aotual R'rU/L'tU f-• tor 1992 and the on9oin9 level by uortiaing the difference 

OYer three yeera. 

'l'he ehno.:.ally hi9h levela of R'l'U/L'tt'l f-• in 1992 -re due to an 

rcc order r89erdin9 prOYieionill9 of 800 datehaH acceaa aervice and a IIOditica­

tion in the teraa of an•e contract with A'1'5'1' for the provieioni119 of oca7-cco 

(e-n Channel Si.9ft&linv seven-connecti119 central Off ieee). SWII propoeea to 

uortin the exceao of the- f- becauH they are the reault of an rcc order and 

the cheft9e in the cca7-cco contract. SWII contanda theM expenHa are properly 

incurred and ahould be recovered. Rather than recoveri119 the expenHa at one 

u .. , SWII propoHe to recOYer t'- over three yean to coincide with the period 

of the propoaed altDrD&ti- rD9Ulation plan. 

staff o;; • au tbe ..ortiaatioa. staff -tee that tbe R'rU f-• -

oonaidered iJI tile 1H2 Ol:'edit calculation and to all- ..ortiaation -ld allow 

double~· M bealrin9,- c-c1d1d thie i- and wi~ tbe t-"-r 

aupportinv tile ..ortiaat.ta. of tbe lmi/LtV f- t~ 1H:Z. staff claW. in ita 

reply w1et tlllat ... bee tailed to 1 :o 1u tbe lmi/L!V aco 111 _,I •• i- aad 

l:benf- bee a n Ill tJiat .,..."- aleo. UU a 111 ... ..._ - acldrua tbe 

aubi- 1A ita ialtlal Hief, it .... 1 I' Ill lt 1A lte ft!pl)' Hlef. 

'IIIII o , .. ,_ 1e - 1 e letttlr o~ unu tbe "- aunra1Jae tile 

t~~atlrt left! of aft/UV ,_ to - 1ft UWI - 1e a .-"- of tbe _.iaa• 
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podtion ia .., ... reaaonable. S1fll propoaea the uH of projected 1t93 R'tiJ/L'tiJ fHa 

which are not known and Naaurable and will not be known and Naaurable until 

Slfl'a 1993 boolca are ..-plated. In aclclition, the aYiclence ahowa that the teat 

year 1991 1.,.1• are rapreHntative of R'1'U fHa on an ongoinq baaia and SWB haa 

failed to aupport the incre ... projected for LTIJ fHa. Without proper juatitica­

tion, the CO..iaaion cloaa not believe uH of projected data ia appropriate. 

Thia propoaecl adjua-nt ahowa how inconaiatent S1fll ia in ita repeated 

aaHrtion that .,.ry it- ahou1d be brouqht forward to the updated period. 

Clearly the sapt~r 1992 level• of RTU/LTU axpenH are not rapreHntative of 

onqoinq laYela. S1fll recovni- thia and propoHa an iaolated out-of-period 

adjua-nt. The propo-1 to ..U an iaolated acljua-nt ia not !..apropar but the 

fact that S1fll ..Ua auch a ~1 beliea the raaoundinq echo of the ·-tchinq• 

aonq heard on other ia-. 

!be lleeeaa CUy Deta caotu hae operated 011 a atand-al- bael.a ainoe 

1913 wball IU-.-1. cleta pcaaaaat..nq ....,..tioaa ~ _.,.. to the at. Louh Data 

canter. !be •ae•ae City Deta caoter - prowl.clee pcocnat..nq applie&tioea fol' 

other -it1H, - u ot.har Jla9ioeal leU operatt..nq o ; r !.H. _._ l.a -.. 

at tM o.ter ....._ -..- tw leU_.. aa ... u u tot: --- nlated 

..... _.. -le l991~u..t.- of _ _...._._ U.llauaa Clt:y 
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• 
fo&' vaoat:ion pay in 1988, Part 32 authOI'iaed the booking of the axpenH for 

vacation• paid in 1988 •• an IIIIIOrthation over a tan-yau pariod. na contenda 

thia ten-yau a.ortiaation of the 1988 vacation paid r&vai'Ha the flow-throu9h 

of the tax deduction on the 1988 tax return. 81111 contend& further that the back 

axpenH of thia a.ortiaation -•t be flowed thl'ou9h aince the tax deduction Ilea 

bean f1owcl throuvh. 

na alao propoHa an adju-nt to rate baH to include the off-book 

vacation pay deferred tax r&HrYe account. 'l'hia off-book deferred tax reHIC'Y&, 

awa contend&, reflect& the Uow-throu9h of the tax benefit• to Kiaaouri rate-

payera. 

adjua~nt. &taft contend& that the book/tax ti.Jiing benefita -ra not ordered 

to be Uowcl tlurou9b in '1'11-79-213. ataff then contenda tbat tbll tu la- were 

chaft9ed in 1987, in tbll 1H7 1111•- Act, to aUainate tbll book/tu ti.Jiift9 

diffara-. ftaff &Jr911" tu'tMIC' tbat hrt l2 ..,ala -ted tbll book/tax ti.Jiift9 

and ao ~ - - n~ of 1H8 .._auoa pay. 

fta1f tMa ..... - ...Ut~ poUU vUll l'e9lll'd to tllla 1-. 

Pbat, Hti$1)Wa- ,._, .... 110 pw l Ol au .. 1 -t&AMI pay t; ....... c.­

liM J.a TC n 14 ... U.,-- -'_. _, tu Ill trUOII ._fit IOC' tbll 

....UU.-l. 10 $1 I t. U.., ftaH vi- ..... u , ......... - tllat U 

....... ._,.of cofiUHI t.a llllll ... it Jl, 

.. ,. 0 1• ~. 1 M ael ¢1 • OUt' II UM .._of II w• Ulr Sll .UUOII 

- ..... ,II ill--- 9 9 .u .. - Uallia .._ ... a•t 9 II lJ 'W .... a-ilta.. 

_ ............. --·~··--: .. .., IIIII! ....... -. ...... 2 " 

• ,,. a aw .._ • ssu • u. -• au ••"" .aut .. 
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~~· '1'1141 evJ.denve J.ncU.catea that prior to tu: nonalbation ordered in 

'l'C•t••141 tax tillin9 differ-• to vacation pay tMre flowed throu9h. 'l'he 

ten•year ..ortbation hu alrNdy be91Jn. Thia w .. recovni&ed in the aherinv 

under the experillental incentive r.;ulation plan. The CO..iaaion finda thia 

expenee ahould be added back and the related rate baH treat:.ent ahould be 

recogni...S. 

•• !"Prti••t;ioa of Jpu•t;aut ru Qrtdit lalpat 

SWII explain• J.n ita teatillony that federal tu: law provide• incentive• 

for c011pa11iea to J.ncreaH capital inve-nt. The incentive• -re .. de available 

to an and other r.;ulated co.paniea throu9h the uae of nonali&ation proviaiona. 

'l'he differencu bet- the tillin9 of depreciation expenH for tax return 

purpo- and tor ratnd•l"9 (book) purpoeee -te book/tax tillin9 d1.tf-caa. 

'l'beee diffusuass ~• a clefenecl tu zssssua. Defea.cl tu cessate 1• 

aubtracted trc. rate ..._ in the rat~in9 po:ocaaa. '1'be noc.aliaation 

proyiai- relate to the in•••• 1t tax credit ( U'C) tallen br IR and create a 

booll/tax tiaiag dUtea n. '1'be tax 1- proYt.dee tbet a ratable poctioa of U'C 

My be weed to 111 Je a : a• y••- ot aenice tw nt 111"9 .........-. ftie 

rataa.le poctioa le called U'C ~Uael•. - 111 ta tbet the tax 1- atetee 

llllft lllle ,_lAM~ of tl11e ..... foir ... I lel"9 U'C ~ieaeiOII- lie tbe­

•• 1111e ,_,. ot u-.,... ,_ a ,. .. r e w&ae&. "',.._ 

..,. WU.UJI .. a .. a.ut t11e 1'1'0 ~'- • ot - ,_.. '"' 

....U. a "Ill 9 a •Uaele M of IQI • II 1.... _,, illllftlaUf lh 

no "1ua. • 1911 ac •&• .... .., ..a t11e ~~e&n• &a &a 

- ........... ,...._ b tile 'ZII1MiaUlllil' ... tile 41111 11 • ..,. 

.. --11111tllllll- ··-· ------~-.-
- ........ ··-- ..... u , ••• 
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4e411ot1on fOJ: deJ:e911lated aenicee ahould not be lll&da and that an hae p~~:ovided 

no l'tiGOJ:da 1bowi119 which, it any, of the deA9Ulated pJ:Op&J:ty genented ITO. 

staff oppo~~aa the daduotion for: the effect• of the co.panaation atudy, aaaeninv 

that the a.ount calculated by an ia incorrect. staff alao aaaeJ:ta it did not 

haft the data fr:- which to ..U an accurate calculation. 

The evidence on thia iaaua and aapeoially the cr:oaa-axaain&tion of 

Heyer: ~natr:ataa that when Staff br:ou9ht ita calculation forward to septa.ber: 

1992, it r:a.oftd a~at all of the ITO a.or:tiaation aaaociated with deA9Ulated 

property and co.panaahle pJ:Op&J:ty. The r:a.oval of theae it- br:ou9ht Staff'& 

updated calculation to appr:oxl.aately the ._ 1.,.1 ae ia reflected in ita 

or:i9inal caae. staff object• to ITO a.or:tiaation aeaociated with co.paneahle 

pr:opal:ty haoauae it bali- that -·• calculation .. ._. all pr:opaJ:ty 

aa-iated with c......,olahle pr:opar:ty genaJ:atH ITO. 

8taff ~aiaad SIO,OOO of the ITO a.or:tiution .._iatad wi.tb 

s eabla paOJFrty. 'lila SIO,OOO-- ba8acl on any 

oalaulation but .,.. a f1gue an198d •~ bJ COD8Ultat1on wt.t.ll ~ atatf 7 •~•· 

HeyeJ: on cJ:oae •aaiaaUon .....Utted tba 110,000 - - tM J:i9bt n 'u ,_ thie ..... 
t11a c 'Mien tiede that u. , at ction .., Aaff 1a nc -.tlution 

•-iated vitll ' au 1.., pa G tr aecl 01 ••1• pa:p tria- ss rted 

11tr tile ..,,....,. 1a th1a -· 'lila .&r a h t ,_ ftaff'e ,..aition 1a lu 

~~eu .. that .... ••••••• 1a .......... u. ~~au.~ that au a r a a~ a. 

fUU I II¥ CIA 8lalt nil. ftUt .. - Clllt' I ea. te tM '-l ef 

_. 1 1 •u lei .. , , ..., •• - 1a tw t au' ' 111r -. 

tt ._.. tllltlt- a M ._ ••• •• ,_- •• - ..., •• 

-.,._ ._ • eo " •.... .... u ...,. s n •n••lllt •u• •• .... 

••~>••••'tl'"'•*~•••• a, • •· a. - -... .- • .... , , ,,., • ........ ..., ....., 
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c. ••••• ..,., .. xu·· ... !Mrti•at;ip 
M ucaaa in defanecl tax- uiHa when in- tax r:ataa for: In ar:a 

,.....oecl, 'rllia -aur:ncl when the Tax Rafono Act of lt86 ('l'IIA) ,.....cad tha 

-.or:ata federal 1~ tax r:ata f...- 46 percent to 34 percent. '1'he axcaaa ia 

tblm cr: .. ted ainca the taxa• ar:e defar:r:ed at 46 per:cent but only paid back at 

34 per:cent. '1'he uceaa will not be paid back and auat be ...-.ved f...- tha 

defanect tax r-. 
'1'he difference• bet.,..n SWB and Staff on thia iaaua ar:e at.ilar: to 

thoH in the preorioua i-, I'l'C .-ortiaation. Here, aa in that iaaua, ataff 

initially uaed the t- year 1991 balance for .. ceaa defar:ncl taxea. SWB &r911ed 

that the balance abolald ba updated to septeolber: 1992, to which Staff later 

~. staff, tllou9b, ...sat- adju-nta to the updated balance. staff doaa 

not reduce tba bela- for all-ation to 1Jare91alated aarrica and to recovnha 

affaota of tba a s aatioa atlldr on tba bal-. staff pzopoua no deduoti­

nlated to m. agalated ...,icaa and arv- tbat tba fiiJI&na aa-iated vitll tba 

o a u aa'lioa atUIIIJ lla ...,..1Ued. Staff arv- tbat aontt:- ot awa•a 

aalcnalationa -iated vit:Ja tba s 1 -tioa atUIIIJ -ld - tbat all Cl s llft­

&ltla pzasntr- ph m ia -.t.• 11arw. tlMt fta. Staff nflaotad sso,ooo ia 

tM bel-,_ tM&a- 1-. .... , 'Ntoa ,,.._ tbat llealld apon tba "' 11 n 111 tllia -· ..... 

Pll ur MIIF a ,_ ....... - la- IIIII Utla. Staff Mlalta tba1: 

- au •a IUa• _. a a 1 •• ...-- _. t11a 1oa _..,- •..,.. 

111 t11a tea •· .,.. a '"'= ,.,...,. tbat ..,..... ....... 1a .,...1" 
IIU,twt _.......a apon - .. 12 a.t II ._. .... ca&ftllltliEI _, M 

ftalt ........ a.J-ac15 I- H 'lt11a .... la1'' - ..., .. 

111 :: zen .., .. • PIP ''II 11 tn • ...., •• ;u•••• ...,. a.a ..,. 

' 1 I - .. - SC 11 .. aatd'll t1la ill I ... p J. Ill M t1la 

a r uu -. ••~~~-.-. 
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staff objected to the raviaed taatJ..ony on thia iaaua and the 

I!C a.ortiaation ia.ua of 1MB witnaaa Toti found in IXhibit 37 at page lOA. A 

ruliiiiJ on the objection wu talcan with the ..-ord. The co-i .. ion will overrule 

that objection. Tha t- paragrapba ..... ly raatata IWB'a poaition, which 1a nt 

out al-hera in ita evidence. 

D. coat; Q( •zgyU/Ml.yaqe for ln=lt11 noparn 

Tha coat of .._.....1 (COR) and g&"Caa aalvage .... accrued over the book 

life of the ... lated proparty thl'ough the book dapnciation procaaa. COR 1a 

... fleeted on an tax l'atul'llll in the yaar it 1a actually paid Ol' incul'l'ed, which 

-oura when p&"Op&rty ia l'atil'ed or z-.ved f~ Hl'Viett. Tha tax law pl'OViaion 

under which the ... lated property ia bei119 dapreciated pnacribea vben aalva;a 1a 

to be ... fleeted Oil an•a tax l'atlll'U. -1981 property ia dllpraciated UftCiar a 

ditfanat pcoYiaiOD then pca;•rty placed into euviae later. 

laan .. COR ...S Mlvage .... -~:ec~ for in diff- parl.oda oo IW' a 

booU aDd lna t.a ~. a book/tu tlaJ.ag dUteu 111 ia c .... ted. 'l'bia 

o .... t .. a clef~ t.a bel- .-Lal:ed wl.~ t11a1ae 1.-. staff La l.ta oa .. 

did 11M PI ; .. a a If atlOa of Ule ...,...... t.a ... .._ -iated wl.th COR aDd 

.. 1..,.. .. pc ; ua a ututlOa .....,. ..- Lu ..... tlOa t11at u. n_.._.,_ 

ef U. t.a "-'it to &ltiiQ .. a prlw to lMl at I ld INa &II 61 iaed tn pcauilllt 

a~· "-'lt lleUot -a .... IIIII' I llflf .. •• 

ftl1l c ·••• fLIIIIIIIt t11et a a f at•• et ue ldascul t.a llal- for 

............. La - II 0 ..._ liS R II et Ill UliiUOf -

• r u1 Oll'iilll' -.. IMl. u. "' a 1 ......... -. .... t1111t OM .,... a ; 111 - -

piii'LiltiiiM ............. l$1' ... tillltUI .,_ • ..__._,.._,_, 

--- U.$ I ........ I '• --I liS UftM-W 

te a• 1111 - •• n t1111t....,. •· • ell' 1 1 aq, .._ ... 

117 rtlll.... .... .. .... ......... ······-

• 



I 
I 

.or. pnpel'ly nttlecf:a the am and .. 1 ... 941 leval in -·· d8fuHd tax balance 

and the adjuat.ent for off-book tax deduction• ia not appropriate. 

•· "0Dgrppert;y'-Mlat;t4 Qtftrrt4 zau• 
IWE aaHrta thet there are acC\Iallated d8ferred inccee taxaa related 

to incc.e fr- nonproperty-ralated it- which abould he included in rata baH 

for tbia c.... Incluaion of theM acc:u..lated d8farHd inccee taxea ia required, 

accordi119 to IWII, becauH of full inccee tax noraaliaation under Part 32. 1118 

reiterate• ita ~t that the cc-J.aaion adopted Part 32 in C..H lfo. TC-8!1-14 

and therefore, aa a requiz t of Part 32, all nonpl'operty-related ac:cu.alated 

d8farred inccee tax abould he rec:ovnhed in rata baH. The evidence aupportin9 

In' a poaitioo ia found in Toti prefiled nbuttal teatt.ony, bbibit 37, 

P119H 11-19. Toti teatifiecl that the nooproperty-related defuHd tax .. in tbia 

c ... an priaari17 -ted b7 the booll tax trea-t of 11m1 r-. 
ataft dicl- laollllle the --\ated datarHCI 1- taxea aa-iated 

vitb Ill' PMI as a rty-nlated 1- 1n ita initial rata baH calwlatioa. IU.tbouqll 

ltaff :ss c ua the laol .. loa ot theaa deterred t- 1n rata baH, 1t •n 

the naocd thet • ... ~ w ft1 I :a - pc I I tad on tlll1a i-. 

atatt vi- ..,_ -.. -lfl' t.o the n 1 ; tatL- of the tax 

n•et-" lU. I e raclnt.oa ~ to ta11111 1no u 1' llft ,_ Ulat an oepltal• 

1.- aJJd U.. All 11 .. fw tax$ 0 III • ..,_.,till 01• ._.-act Ill the 

aea In••• lafwa .. I - lll'lhrlU llft '-· h aMttt.oa, atatf•a 

llwW Ia - .a- - ...... lltAdf•a 0 llltiM U. h ita .,..tl' W&ef aalf flMUJ' 

u. ,..._ ... ., tiJa u lis• n rna_. ._ 1.a,.... ..._ 

... _ • ...,- ............ - .... .._... tiiiUII-

- ··---&~·-- ...... '-'· 
- ....,. _ _,..,.uquq~a~~-•n ..... roe n ,..,...., 

ldii!UIIIIttas• _. ' f II Ia - SS C lnU .._ •llllii&Jd'lllll - -. •r•n-ul 111111111111 



defNzed ··u- taxee are a .. ociated with RTU f_, thia fact doee not convince 

the c-J.aeion that they ehould be excluded f:na rate baH. Without -

aupporting .,idence, the co.ai .. ion cannot adopt staff'e poeition. 

'"V''' pgrtpq COUH1101iiOA 

Intereet during coutruction (IDC) baa been included in the revenue 

calculation to ~ide a return Oft fund& uaed durift9 conetruction and not 

included in rate haft. staff and Slfll differ concerninq the rate of intereet to 

be uHd in calculatinq IDC. staff propoaee the uH of Slfll' e ehort teJ:III debt 

rate, while Slfll pzopaeee to UH a weighted average coet of capital. 

Staff•e pzopoeal ia baaed pdaarily Oft t- facture. Firat, staff 

aeHJ:te that Slfll aupporte ite conetructioa projecte with depzeciation expenH, 

which staff oonteDda ie coet-free and thenfore no reti&J:I\ ie appzopriate for 

theee Iunde. lea=nd, steff aeaerte that Slfll hae - ieaued equity or uaed 

lODIJ tua dalllt to had -ruction and thenfore theee coeta llhould - be pert 

ot the IDC oelculatioa. Ia ..Sitloa, ltaft aua:te tiWit all-ing IDC ia requir­

ing l'et....,.eca to PA7 a I'M1Iftl on a ret1&1'A and t._. Jl&7 twice. 

fte o-1 .. 1oa fiMa tlloat IDC aa oela.alatecl 11f ,. ie ~late. 

De ... M~ MS DR 1? - coet-f-. - .., 1111- to - its --lated 

•-nu to-....._,_.. e11e t •· 1 e wiat1oa 1a tile~ of eM lltaldere' 

&a•- l to t1111a .... -·e - at t11et _, ..,a&a .... .._ a awtan foe tllet 

-· 
.. Cll_ei.IAWIIIdlillre .a- .... - .. II e - ,_ tllet -·e -.£tel 

IIWWM It lllle llllee u•Ue .... dilll- '-- 11'-•tlll ~tar I 1 ..... 1oa 

•••• ..., •• ••-~~••~ 1111 -•-• • ...,..~. e e ua, - ..w eat a au 
llf bla •IIIJJIINIIIIllliiiU!toiSI!IIma • .,. .. • a. __ ,..._ _ _. tiiiiJe a-ce NaJ - ...._., 

.. ··-··~~~~-- 0 ........ 

- ..... 1 tiMll , 1lllib -a. - ....... ._ 
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• 
~ratepa~a and ia unnece .. ary. '.!'he c-J. .. ion belL- uH of aharaholdar funda 

lreqllilrea a return and the return ahould be the OYerall weighted coat of capital 

wllioh ahereholde~ra would earn on rate baH. 

'"" 'HW !claMP• rlapt; VP4tr QOUV'11q\ioa 

Short tara talepbone plant under conatruction (TPUC) inc:ludaa the coata 

of conatruction project& vhioh are deai;ned to be eo~~pleted in twelft 110ntha or 

laaa. Oftoe theH projecta are c:oepleted the balance• aaaoc:iated with the plant 

are tranaferred to plant in Hrvice. For conatruction projecta which are 

daai;ned to be coaopleted in ..,... than t-lv• 110ntha, lonq tara TPUC ia accounted 

for on an•a booka. 

&taft did not include ahort t .... TPOC in rate ..... in ita caloulationa 

for thia oaH. Aa atated in ita initial brief, an p&'OI'u•a including ahort tare 

TPUC in rate baee for u- .... -•· Firat, tbe bal- ie re1ati-1y -u in 

relation to an•a total rete baee, lnoul, Palrt l2 diceota tbe inc:1uaiOCI of 

ahort t .... TPOC in rate baee. ftUd, tbe projecta bet.g ~ du1ng the 

teet~ are aUeeclr u-terred to pl- in MC"YiOe. -.rt!t, tbe abort­

'l7VC l.a -iat.ed vitJl nt'lac t faoilitiee ..., -1 offloe ••a 1 du ,.ioll 

vUl not -lt in ....U.t~ - &CS aa. J'UtJl, rete ..... Lllol ..... otiMw 

it- ..-La ..._ eiaLlu ~iaeua to ahort - DOC. 

ftle c •wt• u .... - ahort - DOC · ld - .. Lllol..._. in 

rate IIM8e • .._ tt If t.be -iR _......,.'"""" ahort - ft'WCI•Inna 

.. .. • ...... ..ul- 1.11 _......- tbe ............. , '" w OrdK 

s.e &u •· t.be ••• - • "'* t.be- ,_ • 4 
7 

•• ,_. ..... -..a 
_.U ._.._ pc:IM .. ._.. ,_. fal a ....... • 1 z=UI'• t111e , '=&w 11M 

IIIMiaUilt ..... ll ll1111--l tf'l ... m3 _,-111'1 ell II 

--.. - .... 'ldll ........ flllllll* -- - ......... -· Ill 



the of tbeH balancH WCiUld the 

~ate baH/reftll ... /~ -tobinq wbicb an find8 110 coepellinq in otbe~ i .. uaa. 

!hera ~ potentially coat aavinqa and ~evenuH aa80Ciated with the 

faoilitiH uncle~ ca>atnction and without evidence to • .._ that thaH offHta to 

abort tera TPUC coat• ua ~ecognbed, the t .. t yeu 1 ... 1a would be diatorted. 

In addition, the cc-i .. ion ia not convinced that S11B'a aaHrtion that projected 

~-nuH ~ ottaet by the additional depreciation upenHa. TbeH adjuat.enta 

ua apeculativa aince any revenuaa and depreciation upenH ue not known and 

-•u~abla. 

abort tara TPUC ia not allowed in rata baae and IDC ia ~ on tbaH 

balancea. Tile cc-i .. ion baa adopted sn•a poeition on IDC and 110 a~lden 

~ c 11naated for t!Mt u• of tMir capital in ... -t. Tbia Mthocl ia ~f•~­

abla to t!Mt ncomnttioa of flltw:e plaot in rata-· In addition, tbia Mthocl 

&1110 '* ....... ~-t~ equity. 

ftle _.. .. ioa Uode, furtbal', that tM au. of abort tara TPOC ia net 

nl"aot to tile ~ioa of w!Mtl...,. it ~ld be .LAoliMied 1a nta -· The eo.­

ltiaai- al- fu.lla that-·· nl..._- Put n ill tbia ~ 18 aiaplaoed. 

In cue •· ~14 Ue <: tHloa ..-nJ.ly •'Y''AII Put J2 tor ntwaakinq 

...,_.. ,_ -· INt Ue c '•l• nfw - ..,..uioaUy na u, U 111111 87 

in wlclt*U. Jut Jl 111111 u. 1Waaa of 1 ; alnq of aeu .. llalvi.H. 

H ....... o. cw.a.) at •n. ftU ._Uloa fu HI • tlleH .... Ui.Oa 111111 ._. 

.... pill II Ullt C '•to. ,_~Pel'& Jl l'iSI.tlalLL!UNI-•t:ea La tiiU- 111111 

...........,.._tlleH, a a s .....,.._,_.._. ..... • ••••aru.... aLa 
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,- "·'·.}; ' ~p; /-_l_.,._Bal 
C:.ub -kiftg capital (CliO) 1a tbe -t of c .. h -•auy fol' a 

"UUt)' t:o pay the day-t:oodlly open- incul'l'ed in pl'OVidinq Hnice to the 

aoat•:r-r· A lead-1~ at:u4y 1a uaed to dat:el'lline tbe -t of c .. h a utl.lity 

.uat: proylda iA ol'de&' to •int:ain Hnice. The UH of a lead-lag atucly hu been 

•PP*o•ed by tbe cc-J.aaion in n,_l'OIIa l'ata caHa aa an accul'ata and oooapetant 

.at:bod fol' calculation of tbe c .. h wol'king capital &"aqUi.....at. 

Wben tbe utility .uat: pay fol' an upenH incul'l'ed to proyide Hnice 

befol'a tbe l'atepalfAl' baa paid fol' tbe Hnice, c .. h .. at: be proyiclft to do ao by 

tha ahal'aholdel'. 'fba ahal'eboldel' ia then entitled to a l'at:urn on that advance, 

gas>el'ally aa a part of tbe l'ata -· If tbe l'atepayan ha- pl'OVI.clft tbe 

capital to tbe utility befO&"a tbe utility hu had to pay fol' tbe expan .. a of 

faoc. l'ate -· u tbe ~ldel' l.a - entitled to a l'at:um thl'OIIgh l'at .. 011 

that~. 

a-.. tbe - aal: of u .. , •P ouad 1a daya, bel: L£ tbe aidpoiat: or tbe pe~rlod 

-'- .... , ...... ,_ tile • 1 .... ,_ ......_ ' 0 

.... 1M .... , • ' It .. 

, .. - -·-····· ,,. ___ ., ,_ tile 
7 

.................. tile ...... ., u. 
p I Q t'l'lea of tile .... I'm let• .. .U Mllilllr I It II ell&•e• M 1M 

•••••• ._..._a 1 I - OSII'ZIIJ.--• • nUl u .. let et n ... ..,., 

......... ---·· "SSll £7'72- •• Ia ... ' I •• 



iiti.ipol.1tild!~m 1._, 

(11 ... perfoN!Id an -ta ~hablt! tumowott raUo C~C~~~p~tatioa 

to oa1cu1ato tbe collection 189, and detoaoillad tbat ita col,l~· 

tioa 189 ia 28.46 daya. '1'he OCIIIpltatioa diYiciH the total daily 

for a apaeified period of tiM, in tllia c ... for tbe -tlla free 

Apd1 tbzou911 June of 1991. 

(2) - a1ao uaed a differeot -bod to OCIIIplta tile collection lag by 

a.-plillCJ all cuata.ar billa Alldered for JUne of 1992 HrYice and 

produced a collectioa lav of 32.67 daya. 

(3) ltatf padoned a -.lified ac:couata NWiYablo tu.mo'lrW atucly for: 

tile period free 0cto11etr of 1991 tlll:oagb OCtolle&' of 1"2 and r-Dd 

daily 

of HO uM n ...a 1 • • tile A l ~ of eMil 

&lo _,...,. 1a • coUnaa- lot of H.U ...... 

- •1--.. ., tile& ..... 1a • fa l I ....U .. 4 1 i I 1 LU oalauaa-

at • .... r: .. nuur lot ...a caea au...._ u nr, • ....,.,. t11e-

•lllll~ttilllla .., ..._.., p a •• u uw an tu. ..., •• _, ..... ., -·• 

11Unntr &nzc.- •••• 1a ,._.-If • ••••• c n a p 'r caea ................................ --·---· ... 
ja·r -'?IIIISIIICIIi. ••••-lllllf ... lll j' • 111111 ..... •r~t~llliiR_I _ _, 

-·1 -·lllf _____ ..,_MUII.'dlllllllilllC_..IIIIIIt.,s' -
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21-day pa,_.nt habit ia unr.a.onable becau .. it ia different fro. other utility 

-lta. Yet staff llll4e no atte.pt to analyu 111111 • a collection policiu or tho .. 

of the other utilitiu, and the utiliti.. u- by staff -re not coeparable to 

an. In reaponH to a data request, Staff stated that tha beat practical way to 

deter.ine a c sany•a collection lag ia to randoaly .. lect a certain nu.bar of 

ouat ... ra and --~- tbeir pa,.ant habita, yet wben Staff did thia it c- up 

with a collection lag of 29.52 claya. an pre .. nted .. idance that ita uncollect­

ible rates are low and support 111111'• practices, and staff's ~tion to 

auta.atically threaten di~ion after 21 clays ia not coat-ffecti.,., 111111 

also pointe out, in raeponae to Staff'• auggeetion that 111111'a reaulta .. y haY& 

been a--.t by the astra .ailiag tt.e required for pa,..nu to reach ,._.aa, that 

the 21.41-day figurlo waa calculated before the coneoliclation of cuat ... r payMnt 

u.J.tt- operati_. iD 7eaae. 

~ to Staff, on bel._ awa•a ratapa~ proYida cuh workiag 

capital. staff clalae it ia - nre wbetber .... 21.46-day oollactioa lag hu 

been calculated ~ately, but it ia aura the 1.., Ul acua1.,., -... .. staff 

coaaidani2S.46 ~to be -•• crtble, it .... hUUtall 21 claya u a na-.bla 

pa'CNiy laateall. ftle 21.46-day f191&n 1e ..,., tle hn•"- -idanl billa 

della tar t after U ~- 10 ...,., cu; :U.,.ly, fotr ne~ial Mill IINa"-a 

CNal IrS. ..__ UU, tM -~of 2l ...,. 1a UU"'- II a oau ... , e,_ 

1t 1 I'& .. tMt au .. ., • wUl ftil tAt..,. tMir ~la CM tlae. 

hi --· tM - ot a ....... lev -111 &..a u.s c ...... - .. 1'- tllat 

au - -ana• ot -·• ••-•••-•• ..,. u.u Ml1a a-. lfta6f a1H 11111 fta 

.... lalla I 4 t a ' .. .._.....,., 1 a,...,._., •• "" let• wet 

a- ..... I fiSJ u.-.---~~~~~---- 11'-11. 

lllfllla -..~..... r rnu ............ . 

a.aa..-. .. IUII'I 111aa .... tltlti J711a1 Ill ........ ... 

Ill R II • ._ ..a•srr. .. ..., :,.,,- ........ ..., .. 



lliiMMe ~tile CIOUection lq 18 tlu:ouvb lltudiea such as the olll4t& which -re 

$MWf~ ill this c_, but that he bad dlltenained that the renlta of the 

four at:udiea -re u~ly high, ba...S on the CC..baion•a Nle in 4 caa 

24G-33.040 and on hhibit: 187, Schedul .. 1 and 2, which contain ca.parative 

collection lqa for othel' telephone utilities and othel' nontelephone utilities, 

reapect:ively. In addition, the witneaa llt&ted that: 8118'& credit and collection 

practices played no part in his opinion. 

The underlyin<J baaea for Staff's npport of a 21-day collection lq are 

not -11-founcled. c-i .. ion Nle 4 caR 24G-33.040(3) proYidlta in pertilll4tftt: 

part• "If a telepbo1114t utility doetl not upreaaly offer a preferred pa,_nt dltte 

plan, a cuat._r shall have at: leaR '-lit~ (21) daya froa the rendition of 

a bill to pay the cbarfJett lltat:ed •••• • The l'llle thea CJOH on to upcNftcl on 

-cepl:iona to t:bia ,._ral rule. The rule itMlt ia d1rect:ed at utility lleba•ior 

ot tt.e a utility ~ 9i ... ita cullto.era to pay fro. tbe ceaditioa of a bill 

lleton the vtllity •r _,..,. the bill pa11t 4loe and ta11e fu'tM&' act1on. Zn 

addition, atatt•a vlt:Mee •••ut:ed on w n ar -••at:Lon t11at tba -·i~PAti ... 

........ .., tba Q ·-·-· 

fte = '•a- .. ,., , ttnat _,..e _.., ..... ~ti.Ca-t .. 
s--1!) tM - ef lea .i*NIC-·0 11-- =-lhOILon ~ ., .................. tba 

•U I .i*llll-JIIIIMnrll Pl.,, tts8t 11 ill - ............... W - -·· =-ll II Lee ~ ef 

•·• ...... .. •a-RII'IAr•nlt'lln• un- as a • 1111e- et _.. win ta- ~ e. 1111e ......................... -- .. -- 1 ,,. .... ,. 
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Dep&-eciat.l.on expet~H b a .. jor co.ponent of any re<JUlated coepany• 1 

plant. Dep&-eciation expenH ia calculated by eatabliahi"9 depr:eciation rat•• for 

a ooepany • 1 plant account a. TbeH ratea Htlect the rate of expected Htir-nt 

of the faoilitiea in .. ch account. 

Thia CO..iaaion haa adopted the atrai;ht-line ~al life Ql'OUP8 and 

atraivht-line r ... inift9 life technique• for calculatinv depreciation for 

re<JUlated tel•eccco-•mnicationa ooepaniea. TbeH ..thoda are deai;necl to l:'eCOftl' 

total coata of plant recorded in .. ch account ._n if the eatiuted life of the 

plant chaft9ea o.er tt.&. Calculationa of the two ..thode rely on hiatorical 

recorda, futun net aal•a;e nlue, and - ju•; nt baeecl upon nonhiatorical 

faot:ora. 

lecaa ..... 11 fti9Ulated by both tbe ,..._al gC-.,IDII1e&t:10fta a-!111011 

tU.. ,.ue to tq co ,...... evz• c oa the ~-- of -" plaot eo1111,... 

'l'heM ~n u. U.. ued by tbe ._..._ Nflllatoqo bodJ.ee to eatabl1eh 

, ••••• ~to .. &M• -· - ...... ~op par---
U .. --- .. K I 'g,- ppaaan-tola-e, CII,.,Ut 8$ Wletl• ~.a)' -lt 

_Rl ...... - .. -· - ... - oolU - ....... 

, ..... - .. ----- .•.. ,_ ___ ......... -..• _ ... ., _..,....... • '-.U ..... 

't ... .U. • tll-ll]'J ............... ....... 
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INK- it: and t:ha rcc at:atf and t:o brinv Hi.,.ouri depreciation rat:aa into parity 

with int:DI'at:at:a rat:aa by a.ort:iainv the raaal'Ya difference for all 34 accounta. 

a. plqit;al awitrpJaipq 

Staff propoaaa t:o continua the uaa of a 20-yaar projected life with the 

chal'act:ariatica of the Iowa IU. 5 curve for thia account. S1IB ia propoaing a 

17. 5 year projected life and a 0112. 5 curve. Thal'a - to be ag..--nt: that the 

difference in t:he cunea of tba two part:iaa ia llinor ao that: t:he cont:ro.,.ray 

focuaaa on the appropriate projected life for t:hia account:. Baaed upon St:aff'a 

projected Uta, depreciation rata• for the Digital SWitchiniJ account will 

dacraaaa frCOI the CNl'rant 6.7 parcaftt rata to a 5.5 pal'caftt rata while 11111'• pro­

jected life will ....ult in a depreciation rata of 6,6 pal'caftt. 

'fba "idanca iadicat• that ltaff•a par_t ........ tboaa ~ad in 

1916 wbUa .... • an buad "PPG aa rcc atatf -lpia uain9 wbat baa ~ tal'Md 

the "lifa-apua -u.oo~•. 'fba _,_aalon Unda that 1t c- ~lately adopt 

either poaltlon tNt: that t:M 11.5 year p&cpcul Uta ia ~ ... tlectl.,. of the 

fut:un cau 

the .Uaiei*-U .. ..-aJ. Ufe p-. and attai911t:•U .. -i.eJ.a9 Ute .. thada fH 

del:~ dep&ec1at:lon uu ni.Jit. ftla c 1 Mlon, Uc at, .,.1"- that 

Nfl..- 1a tM ~ CJI ~Lon~. ,.... f-aze, U 110t Nflcct:cd 

la ~leel ..._ ..._ .. M ,_., .. La • '• nu&oal -unatlaM . 

........ a 

...... tiiiiMia-- at 1M teCJI hiiU•I•• ...... ., f 1 18 calM ta 

...,..,.._a Chi d1n, lllltiLUU. Lew eeceu La *'sdtl 

IIIII S I 2 lW'W I I i IW1ZP .... M ft It .._ .-tr IRk t 

d liiJUI•Mtt.......... ... .. 2 tn11w ap I te 
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~batJ.on but the fact that it baa -.:tarnJ.aed. Alao, the c:o.aiaaion beliavea 

that: - technology i8 ahorteninq projected livea and even though a apecific 

~1aoe.ent for digital awitchea ia net readily ~pparent, it will co.e. The 

eo.aiaaion believea it will co.e aooner than Staff cont.-plat••· 

Aa atated above, the coa.iaaion finda staff'• analytical Mthocla are 

preferable. SIIB'a adoption of rcc atatt•a -.:lified life-apen -thocl ia not 

appropriate. The coa.iaaion &9Z'Mt1 with Staff witneaa Richey that the aaawoption 

that no pert of the property will laat beyond 20 yeua ia net correct. 8ven with 

the -.:tularity effect aa deacdbed by awB witneaa Barfield, it ia reaaonable to 

believe that pert of the digital avitching equiPMftt will aurviYe beyond the 

20 yeara. 

ann though SIIB'a Mthod ia flawed, the ec-J.aa.t.on find& that the 

aborter 17.5 projected lite&., =rle<l by- ia 110ze ree-able. Haintaininq 

the ltll projected life for digital avitchiag equi,...at c1oee not reflect the 

analyeJ.a ui.Dg 5tatf'a •'ha~ -ld reflect • projected life greeu.r than 11.1. 

'f1len J.a- _1.._., Ua •a•, ,_ ..e.J.ch to fiad a projected life bet- 11.1 

•· ..... , mrrtt:ew 
1llh ~ ,. sa u. r ·-- wit~! • lllltee- a lll't ., 

Mlwl•- .r 1 a •••--· aau " u- 11e n aunnut u. ~an 11 l­

eal we 1 &au.- w ... aa u. ot.,aua •nat•,. ••• •· u. ewu-
IIUI&C • lilllllf haal pa l I I a 1 ...... U. ll 1 1 J Jl¢ ' U.. ,_ U1b 

i II .. ia -., - P i a ILl $ J I I Ula. - .,, J II 

._...._, IUPl • --- .................. a. 



ac:tCIOIIfttll in ltll. The digital portion of the acaount waa aeparated fa:o. the 

&111109 portion, thua creating the Digital Circuit-other account at iaaue here. 

Staff aaintaina that the two yeara of data available for the Digital 

Circuit-other account provide• inaufficient infor.ation to arrive at a new pro­

jeot:ed life and 30 Staff haa retained the 15-year projected life fa:o. the 

cOIIbinad ac001111t. an uead a life cycle technique to forecaat future ..--ining 

life for technology qroupinqa within the aocount. 1118 oOIIbinad the t--year data 

of the account with thia forecaated data to arrive at ita projected life. 

The ec-taaion finda that the u .. of the current 15-year projected life 

ia reaaonable until 110re data ia aYailable for thia n- account. J'oreoaata 

conoerninq future expectation• ahould be a part of any depreciation analyaia but 

there -at alae be a aufficient data ba8e of hietorical data upon which to ba .. 

an analyaia. J'orecaata, aa ltaft uMI.'t:a, can be very eopbiaticated or 

intuitive. .._ balancMICI with autficint biatoricel date, .,.11 iloO" anted 

foreoaata allould pco9ide .reliable reeulta on projected u .... tor tbia a0001111t. 

Without ... ttict.at JUatotrical data, the ~nion fiacle that the ourntnt 

projected life ebould be ..tnta.laad. 

o. ·-······ ....... JVity 
ft!e .._ ~ little diu Ml.on •'- u.c. a.a • parity -

-...the u .. Melli l.a ~- I lUI-_. Ut n ...._Mil II aMI the rca. 

Dif,_.. , 1 eUeti.M ,, -• _,. lie the -'t ., .Uteuat -lyaae otr 

cutw • ' ... ._ ... ., ......,... &a ..- ,_,..._,..u.. a... eo •n • eu a to 

WUit 111110 ... I I lid ..... ta raity &II tll&ll -. IJ I '•1 1.r ..._tile ' '&-

_. ... _.. ,, .. .._ C Ita tlleiCIIO_. ... 

Ia pp•fm,... ..,.., _.. HU I ... ie ..... IIi IU11r 

... .,..,..._,1111181 , 1 .,......,.._..._ .... nr ..,11 au • 

.. ••'ltliiiWIIIL.IIII ~~~~---· ...... I 2 I ta - , ...... llllltlllrw--111--• 11.4* lll'a.tllliJ'i• 
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lk~J• May alwaye ~ tit..• wbaft etat• polici•• ·o~ cOnoecne are diffe~ent froa 

t~el polioie. and oonoecne. Any p~•cadent that sivht lieit thia Coeeiaaion 

o~ futuz. CO..iaeione in addreeeinv iaau•• diff~ntly than the FCC ahould be 

a¥Oided, 

c 7721'1'1• ~ 

IWII baa property in HCh of tba fbe atate juriadictiona in which it 

ope~•t•• which ~idea a bedefit or Mnice to one or eore of the othe~ atatea. 

To deta~ine the appropriate -.unt of in~t in a atate, auch •• Kiaeouri, 

which ~idea • bedefit or serrice to anot~ atate, S1lll perforee an annual 

C s alln!»le Property atudy. 8aaed upon the -lU of the atudy, Hob atate 

o iiifiP"iMtM the ~ at"- for the ~ and inYeti-t .. eociated with 

~laJiCGpW'ty. 

ror tlaia - botll ataff and ... line ..,. 11 t that the lt93 atudy 

pedocl, wbioll ie llued 11ifi0D aotul data tllnuvll ~ JO, ltt:l, ia app Dl'riate. 

1ft lllld ft&lt dU'- ia the4" oalwlat~ ot the t : eoi.atioft rMw ,.. and 

deten.d ._ appUMW• to •&e-i. ,. .... ....,. -.-ide a...: ... _ ..... 

JIUIIWU$U ie ite oelCiillat.l.- toll.l.le ateff .... *'ah; I I a - IWtiiU Meed 'llfOII 

-f.pl .. r fM ~,..._..,a 7, lllld &leo fCli I 

•U..lup I 0 ..... -· 

.....,. ..,.. u. ~~ .,....., ••u••-~rll 1111 o r ,... l?lllt.oa ot w•••••lllliiiiiiMt 
........... 1 ....... ___ le ear-a 1 f ,_ -·• ti ad ,.._ -.... 

I$111P-Uief i ll&efWC ,,.,.,.,_w.&_e,•s I .......... 1&1 
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staff baa developed account-•pecific infonMtion to calculate r•••rv••· 

Staff cont....S. that the uH of account-•pecific info...,.tion 1• naca•aary to 

accurately define the KieiiOUri co•t of Hrvica. In addition to udnq 

ac-t-epecific raHrval, Staff eeparat•• out three larqa cc.pan•abla a•••t• for 

•aparata lorae-nt. TbaH ••eat• ara the st. Loui• Data canter, ona llall canter 

(OIIC), and c:c.putar1. Staff contend• the uH of atat-ida avaraqaa baa bean 

rendered unauitabla for dataraining reHrvaa for cc.pen•abla property bacauaa of 

tba aul:latantial new inna• rnt in tbaH aaaata. staff pointa out that tba data 

canter and OIIC cOtUJtituta 51,8 percent of corrpanaabla property while corrpan1abla 

property ia a IIUCh -llar parcantaqa of total Ki•aouri rata b<IH upon which tba 

•tat-ide avaraqaa are baaed, 

Tba c:-inion baa ,_i-.1 tbi1 b-and finda that 111111'• •tate-ida 

a-rii9Q& are~ r;: update baaed upon tba ad.-.- in tbb c&H. The evidence 

indicat .. tbat ataff'a- Mtbocl -• not clearly thou9ht t~h before it -• 

p&'&-ad. .,_.._. calculation arran, ..U.ttad to by Staff, and tba failure 

to nu glilaa -t.vt.aally tbat OIIC and ~ IIIMNld be ~tad in a .annar 

aiallar to tile data-· .Aerect r~ ataff•a ~u OOCltention tbat ita 

Mltad-.:. ~J' nil-a tba PCCFU I $ Wlat.l• cuu,. .. f- CIOIJIII&ft6abla 

.,.,..,. a a u&atiea 1111 .. pwa rr 1111 _._tile r sr-Latioft nnroa on 

-. ..._. - 1- I 0 ......... - tile •-• ..... it anfarata- tba 

8 5 LIIMI- I I .. - 1 J\e Ulilll& .,. -- f I -~ ....... t.M ...... , U.. 

1 1WI- ia - ~ lll&ft•a -l-lallt I ...... ita - MtUt - 85 r• ....... 
ft 1112110-••- ............... ----· ... ----.....,.,_ 
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continue Oftr tt.e. Tile c-i .. ion finda that tha aftragea uHd in tha 

Q s anaable Property study, although la.. apecitic, will, Oftr tt.e, -re 

properly reflect swa•a onvoing operationa. Ivan though tha data .,.nter haa only 

bean in operation a abort ti8e and therefore haa little depreciation re .. l'ft, 

thia will not be true on an ongoing baaia. Thia il lftn -re true for 08C and 

c:o.putera lin.,. they haft been depreciating Oftr a longer periOd than the data 

c.nter. 

staff faulta SNB for not keeping l'ICO&'dl which identify the deprecia­

tion re .. l'ft and deferred t.,... related to cc.penaable property. Tile ec-iaaion 

ia not convinced thia apecificity il required. If~ apecificity ia required, 

staff ahould requeat the c-iaa.l.on to order IIWB to keep the _.aary recorda. 

Staff'• evidence c:oacern.l.ng ita~ apec.l.fic ~of calculating depreciation 

HlllL"ft ueociated with c ;••aable property hu not _...inced the ec-iaaion 

that it O.ld require changn f~ the •~eo-a ueed by ..... AftlL" ... I do 

proyide - a.t.a.,Uficetion and efficiency in tll.l.a pnaua and tblt edded 

0011plu.l.ty -iated vitll ltaff'a poeit.l.on _, not be pcoducti ... 

''· ,.,., 111M a 'H 

half, tft at. bee not~ tcw tllll-pei-U Ill IhU~ wt.UI tile dat. OWL« 

la it. &l'c•:--1 l'i .. CIJILA;--I&l oal•llllllt. ..,, ,... .. • ill lt. - tblt 

..,..U.. ... •-llliLAIIl•a-•n• CCI8) ,_ ................ , ... .... 

.._. illlllltlwlUiuffS. ..... __ _...., Ci i ........... till_._. 
t'l•· ..,._'Ma'·--- ,n•-1 let s'tfW41f--.. -l&e JIBS 

.,, U .._ ~ • a eel 1 I ' I Ill 111 I I.. ;a J t& 

••-•- a enu ._ lt1ft .. -~ _, ... .,..,. ... liiJIIJ-•'IIICc 
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doea not rec09J1i&a cornapondin; expenH deoraaHa for buildin;a froca which 

.-ployeaa IIO'Nd. 

'l'ha CO..iaaion reGOCJftia•• Staff'• point that ccepenaabla property 

expenHa have decraaHd and, therefore, how can Old( expenHa be incnaHd for the 

st. Louie Data canter? '1'ha C:O..iaaion, thou;h finda that tha datarainativa point 

on thia iaaua ia that Staff did not racogniaa any expenHa aaaociated with the 

new data canter in ita r&Yenua raquir ... nt calculation. 'l'ha eoe.iaaion finda 

that utiliainCJ the Old( axpeaH& aaaociated with 14 SOUth Fourth Street ia not 

appropriate. '1'ha Old( expenHa for the data canter an lmown and Maaurabla and 

if thay -r• not r..-abla, an adjuatMnt •-ld have -n -• to that expenH 

it•· '1'ha evidence that Staff failed to - rec:o;nha the expenHa 1--• the 

CO..iaaion with only one altamati .. and that ia to include tile expenHa aa 

calculated by swa. 

and INya .-.i- and pr:oduota, f~ 

--..lated ....,.idlari- of IIIC. ftlaaa traanct.~ ue nf-rad to u 

affiliate u~ and ue of ~lCNlv : ;ua and -itivity llaaau• of 

'be pot-1&1 ,_ ....... .., .. and'" affiliaha and"- .... to...,_...., ... ,__ 
Uoa --...... ~ I Q IFIH ia -1-lal .. ~•aUiu tiiOae U.aaa llaft 

~. 

,_ ftiCI a... ~ "- .,......_ a 11 uaua wt.tao affiliate , __ _.._----a I I hZII aallloCI t .... a -•z;;aJIIAIMliiiiLII I UNialr af a •• sat 

I 3 ll and ... 1111hl'l'll...a. aabl I ;ul•t I ODODESJI!IIII~IlS·- tn nata-, 
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4 ..... Uy deac&'U!ea the rcc '*IUi-h fo&' ..Z..iqa IUMI pli:Oducta eold by 

a ~lattd cc.pany to • nonregulated affiliate aa followao 

(1) llH of a tariff rate when one exiatar 

(2) whe&'e a tariff rate doea not. exiat, llH preYailing .arket price 

(the price the HJ:Yiq ia eold to DOGaffiU.ate cc.paniea) 1 

(3) for a prodllct, record the higher of fai&' .arket Yalve or net book 

Yalll8 if no preYailing .arket price baa been eetabliahedr 

(4) for aeJ:Yicetl where no preYailing .arket price baa been 

eetabliahed, record no lower than the fvlly diatribllted coat 

(RC) deftloped by sn. 

IIbera I1IS ia parcheaing prodllcta or HJ:Yicee f.,.. an affiliate, J'CC 

Nlea reqvire • 

(1) CIJiu9ae recodal OCl I1IS booke - be DO hivber than preYailiag 

MrlliK pdoa .,...,. llpoll ratea to ~filiated -~~ 

(2) for a prodoact, U DO preYaiU. .. ....,_ prioa baa beeft 

-...J.Uibed, record tile 1-.- of Me book Yalue or fai&' Mrllet 

Yaluer 

Ill ,_ R&'Yicee, U • preYAJ.ltllv e 11M pdoa ia ..ublUIW, 

ua • • ~- t.11aa tile attil.._'e nc tor the Mnioe. 

... a.pl&u. tllet ftiC MlftlatlOM I II I ...... tile 1'00 aNI 

(l) a.-ly _...,. - ··---· ..... ~Me, 
(I) - 1'&-llJ'Lia~'.aill• ' 14 ... alia I , I • ....a - 41 Mt 1 Ill en of 

- ...... IIIII ..... 

Cit -· ......... Ill _. t~l a M ?Ia anuu 3 ----.... XL .,_.._, IT'PI 

••• a al - us .. ..... •••• Ill .. ••• _ .. -'Ill • I -- • 0 II el' ...... .... 
I ill I ..... I 





( 5 I the' illpl...U:ation of fully dilltriblatecl collt:ing Mtllod­
ologiea which pzoperly take into ~C!OIIftt au relevant 
colltaJ and 

( 6) tha adoption of audit procadurea by which an -..1d 
tallt, on a recurring baaia, that it ia paying tha 
lowaat poaaible prioaa for pure~• froa affiliate• 
with reference to COIIII*titiva .ar!Wt atandarda aa -u 
aa ita awn fully dilltributad coata and thoaa of ita 
affiliatea. 

and product• bou9ht fro. affiliate• and whathar it waa baing paid appropriate 

pricea for aarvicaa and producta aold to affiliate• waa addraa- in tha Raport 

And Order in TC-89-14. U Jlo, P.a.c. (R.a.) at 655. In that caaa tha C:O.iuion 

did net adopt Staff' a pzopaud 1101 adju.-t but did find that an• a failure to 

uaa .arkat inf-tioo and to .soc-nt ita pricing criteria rai- concarna about 

SWI'a affiliate t:raneactiooa. t'ba eo.iaaioo inclicat:ecl that: staff ahould NYi-

the c • MU., ... u, a at: aollli* aatr • a I* ; n U .. , •• , t. t'ba caloalatU. 

o1 •••••Uue - .. , ,., ......... -.. - -na~~~e ... t:M ,., .. - .,_.._ 

-~-·enc_.u .__. o1 a a.- o1 .... ••--lll•LJ~ ... ~:~~a ...,._,rt,. 

...... .. •• - ol ita - ... - ....................... ...,.u. t:M , .. , ••• (left ol 

, .. ,,.,..,,.,...,., .... ,,_ __ ~.,. 1e- a •• ,.,...,. u·u •• e. t:M r ... ._ u 

..... -- .., • .,.. ... _. le ..... -

.. 7 '7 PIR a.. - ._ t 1 1 I 11111 BIIS-11 - ,_. ftlllt'i&141111l•l•f t:M 

••••.,.. .....,. 1e nua. as • ... ..,. ••-•-•• •1••--•~... ......_ 
- .... • IIUa.llllt•'-· ..... WISPI- IStl ..... fill_.. lfliU 1 tR Uti Ill• 

** -••· ... ,,. .,. '811 ..,. • --..... •-• fill •r 1111'1111•
3 

illl'a• ... 1l1llli!l a < - -
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.. ld f.\Jicl no diacemllbl4!1 -thocl of abaorbinq. Tllia reqvincl 'l'A:t to reduc:e ita 

•4!14!1U• to a apecific: m.....,. of anaa, but ... n thb appeara not to haft helped 

clarity ita analyaia. The failure to find c:larity, though, ia alao a function 

of _,. •• failure to be c:a.p1etely forthcoaing in ita di&OO¥&Z'Y reapon .. a. ror 

aa.ple, 11111 provided witnea- at the hearinq u ita experta on the affiliate 

traneaction proc:eaa whic:h TAI indic:atea it -r heard frc. during dbGOVery. 

II' 11111 experta bad dealt with TAI durinq di.-ry, perhape TAI'a analyaia would 

haft been better foc:u...S. 

Finding that TAI'a approach and llfll'a reapon- -re not eondueift to 

a c:lear record, though, doee not reeohe thl.a -tter. Serioua eoneerna haft been 

rai...S by TAl regardlHa of ita approach. The ec-J.aaion agraea with TAI that 

the ec-J.nion ahould be able to .....,i., 11111'• ca.pU.anee with rcc regulation• and 

be able to clearly track ..... affiliate tranaaetiona. Thia, it appeara, the 

ec-J.aeiaa a.- clo. 

Qoaeetione rai ... by TAI -.1 to be L~h UL~ and reeol....S • ._of the 

-tten that -.1 to be e+• tnd area 

tll ia tMI'e a 1c ;bole 1.a the rcc ••nwt- of ftiC ~ ineteed 

of .. ,_t•Lnt ..-J.llnt _..,. prioe 101' eenioee onlJ' 1MN911t 

.... lOW by affU._..t 

111 - of aaH n by ... to ...... ~ ite ; t al •tuaa fllotW. 

(J) hll_. t. LMi9D ellaiauu.tl .. - t. - afflllet. true• 

c•t tile - _. G.ft a t a n '11$ u;u--•s-••• 101' _.flltet. .._. 

.,,. _. ...., ...,. ,_ aa.a.aa..a-••- ... _ ............... _..,.... .......... _ . 

• 
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(5) failu ... to prc>Yide the underlyl.nq deta for·I'DC and -.rlcat price 

atudiee. 

(6) would the price of -.rlcat atudiea out-igh the benefit f.,_ the 

reaulta of the .. atudiea? 

'1'lle abov. .. ttera ua not intended to be exhauati,. but only illuatra­

tive of the unreeolved iaau .. c:onc:erninq affiliate tranaac:tiona. Tbia area of 

sn•a operatiou appeua to be ao c:oaplu, or at leaat voluainoua, that the c:o.­

•i•aion finda it ia irrec:onc:ilable under current procedure• in a general rate 

ca.. or C'*Plaint ca... Too eany underlyinc; i•- concerning data, -.rlcat 

atudiea, proper IDC to uae, and other queat.l.ona, euat be ... eolved prior to any 

detereinat.l.on of whether awa l.a c:oaplying vith rcc du.ctiona or vbather tho .. 

direction• are eufficient and whether an adju- l.a appcopriate. 

Jlatber than 1 .. ,. tbeaa .. ttera to tile Y&gar.l- of the - c ... , the 

c-J.aaion bee det.-J.necl that a ~.lev of -·• affiliate traneac:tiona ehould 

be oonclucrted in e ~at· cloclcat. The docllat -ld - be to detNa.lne a 

1: ~ -ld be -ted to clec:ide tlbetber ,. •• proaaltla ... e are 

adequete and to -•u• a -Jiod of NYI.-inq -·e eff1llete tr-~ 

witb.lA a nte- f- to- U ,_ 1.a fol~inq U. as ooiid pnalh~. 

The gg_., ........... -"d - ..,tooa &J&ie RIU&UC'J '--lOa ia &J&ie -· 

' 8 .,,, ,., ···-

5 *!.at ~ el lhU UUI• .. ll 

cue 111M,_... ,......_ ••• .,,,. ~ ..,......,.. enu •u • .. 11 

..._ lit Pal .... I I 11£1 lllh CllnP It CIIU 7, Ue 11 1 , llfl,f 

a 'II Ill CIIU ..U.. f I r CIIU •1 ' tt' r, llrl•l 

llllt lk I il.. .... ..._, _. C11U f ln1'rt 7 &I I• - • 

tM 0 0 U, ._ a. ?'1 Hll ·n ...a • t I I. 
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ftt.ftg ~ ht- ra-rcea. SIC al80 baa aclllini.trative aubaidiadaa which exiat 

tor aupport of operating aubaidiariaa or SIC. ~ coapaniaa provide auch 

-.ieee aa tranaportation, technology ra~ch, la<Jialathe and ra<JUlatory 

adYocacy benafita, acllliniatration and other acllliniatrativa aervicaa. 

Since 111n1 i• ra<JUlated by the FCC and atata -iaeiona, coat• 

allocated to it by SIC are cloaaly acrutini:led and are aubjact to apecific 

ra<JUlatory raquir-ta. The FCC regulationa which control the allocation pro-

cadure are the •- aa thoH diacuaaad in the Affiliate Tranaactiona iaaua. 

TheM FCC coat allocation rule• apply apecifically to the allocation of parent 

coapany coata to a regulated aubaidiary. ThaH rule• -ra aatabliahed by the FCC 

in ita Report And order, cc DocUt 110. 86-111, raleaaad February 6, 1987. The 

atated pu&"pOH of theM rulaa ia to aliainate the potential for any 

oroea-aubaidiaation ~ween r&eJUlatad and noaragulated actiYitiaa. 

Cbl Ia uai9ftb!l • all-tb!l -• to ~lated and -­
ftllllllated aothit:i .. , carriere &ball toll- tbe porinoiplaa .._ibed llenla. 

(1) 'hdtfad MrYi- pcvwidad "a _.....l&ted 
aotblqo vill be =- ;tl to tbe an &;alated 
aotblqo at tbe tariffed - ....... lted to tbe 
aa;zlM:ed ace 1 aco1 1> ,_. _..... ..-...... 

(I) CMU &ball lie ~ly _.,_. to aiUIK 
~ W I t; hUt aotlYlt'- tiFIOW 
en taillle. 

·- -~y-..... to 
i I II It aotl""'- wUl lie •"t a a 1 u 

~- ..... ........u .. 
p ....... 
- ,_.,,. H t1lll i 

• • ......... --
2 0 I, I 1111 

- •• u t• 't ·u a 
0 ....... ., -

............ 
o •u •• 1111 a auaa 

U I &III&U 1111 aU Ill I I 
101'1 ............. 
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(iii) llben neither dinct 1101: indinct 
- of COlli: cauutioo cu be found, 
tbe COlli: catev=Y allall be allocated baaed 
upon a veoez"al allocator cc.pllted by. uaing 
tbe ntio of all .. ,.., au dinctlr aac19Ded 
01: attributed to J:e<)Ulated ADd DOftJ:e9Ulated 
actbitiaa. 

statt•a poa1tiOD on tbia 1cauc ie baaed upon ite coaclue1oaa that SIC 

hae not toll- tba abooN ~:equu-te in allocating coata to 8118. Staff 

beli ... a that SIIC ia dinctly ... 191111>9 01: allocating to swa uanac:eat~UY ADd 

fOWid at bbibit U, ...,.. u. "-- ana 

Cll 'De a.ff 1aliaed tbe IIIC all-ted COlli:& to ... by 
......... Ute IIIC taotoca to illol ..... 0111)' DID I lu, 1t91 
-'U• 

C2l 'De a.ff adj_... tbe IIIC Iasco I Pe"cw by illo1..s-
Uig aal:r Ute at of ,.... ......... lll:r tbe ...... 
m I I a ( ltodt. aed fUd-.1.11 7 Q LUl) aed adj1HIUIII 
,_ tile ...,tUlhat 1w of ACI'c b:cc t 1a -..u-
uu • e.u 1• wt.~ •wuaa Iauze zftold 

ClstN astrecl). 

Cl) 'De ..U adjA'II tile all Ill I•... 11 111:r ~UUig 
__ .._.a~oftllealll II& .... .., 
•wt••-. he nu• 1 &a u. wlwlas&ac of 
u. a :a1 ,..._. - .a.u ~ 11e -•• ... a . .. -" ........................ ,. ',., ....... 

«•» -..., a • l"c1 a IICft&ac of ACI"a aa1~1=•:•::•:• ----·· ,... ..., Wlb•U I 'IF 

~ ............ , ............ ,., I ....... 

... lr.tiJUI .. eJ\11 'Fillll_.._ ..... 

... a : 1 z • 

_ .... .._.. .. ,... ... ,...,. rr•aze•a.-.. ·a~~--•--
--...,_ I I I t- UP S 'F lit-tllllllbt-tl•'llbt?ti'IUC1·llbtJra'a --llbtl"' 
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t:al ~--~y. lxhibit 218, pa~ a. In addition, the IReCOilciliation, 

lxhib1~ 244, oontaine dollar a.ounte related to the tour catevoriee under the 

general heading •sac•. The eo.eiaeion will diecuea tbia iaeue uaing the four 

catevoriea. Thie will all- for a direct link bat-n the iaeue and the propoeed 

As with Affiliate Traneactione, then ia a dgnificant aaount of underlying 

info..-.ation that baa - placed into evidanca. The ec-i .. ion baa atta.pted to 

nar~ ita tocua to that -idanca it tinda pereuaeba. 

staff doe& not bali ... that the uH by sac of in,.at.ent and .-ployae 

allocation factore to uei;n coeta .-ta the rcc ~i~t that, whanever 

poaeible, c a - cateQor:iaa are to ba all-tad ballad upon direct analyaia 

of the orivia of the -· tbac=ahee. Illataed of IIIC'e allocatiOil uelng the 

ill,.n-t ud -u»lor- facton, staff ..,.loped a baat.H Ullit &fllleo&Cb tor 

allooatlng -.. ~ -i'l" -· ......_. ita INa~ ullit •nuacll, staff 

pouped 1110, ... aM the ott.r -idiarlaa 1at0 four 111\ita. start t'-

alloonaol -. ....-117 to _. uait. 

&ll:)r 1' lltaff 11aa po~- wowal I rt,ncaa ...._..the Uowt n 

ud -.tor- t•• •• ..., - all- -• 11 ; Utaly, the c lwt.o. fu.cle 

'llat ...... all II U - _. 1-1 I Dl• U.. lltaff'& --~walt SS 111111. 

tiMMre Jlllft ..... W jC I , f.w- of a I I I I wal& CS Ia ... -- .. 

fta.H .... Wlt.U. ..... f.w aU ... a ..,_ a.ft _.. - ,__ .... -·II II 

of l- C 411 L 0 I I Ia ?PUc=, tLir Ill$' 0 ............ _, c=O ---· .. -... .... . ....... .... 
...... I '-.~ac=• I, ... , ... - _. ................ . 

- ... It$ 0 I llf ..... 81 4 c=0 ft llf _.. , 
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f.-ua ... ,..wtrally ac(!aptad 11llocatcra . for cQaDOn . coata and the .... idanca 

auPJPO&"t:• tbei&' u ... 

•• .,, lpqluaiop of IIQ lp 

Altbougb four categori.. ara aet out in tbe Reconciliation on thia 

iaaua and by liWII wit-• lfepfar, both Staff and S'llll have addraaaad the 

SIC 911naral factor adjuat8ant iaaua and the incluaion of SIC in 911neral factor 

tQ9Athar. In addition, Staff witnaaa schallanbar9 atataa in hia auppl..antal 

aurrahuttal taatt..my, lahibit 211, paqe 23, that be ia not aura what the SIIC 

911naral factor adjua-t iaaua ia, ..... n though be earlier atataa that be adopt• 

tbe f~ catavori ... 

Prca tbe briafa it appaara that tbe SIIC v-al factor adjuat8ant fl­

f~ tbe bua~ uait adj-. If that ia the c ... , the"" of a.c u a 

bu•~• Wlit auftv. ~~ the - n- aa c1oaa Staff • • "" of tbe buainaea unit 

If tllat ia - tbe a ... , tbera ia DO wi.s.-

f~ wbiab to ..._ u .,., ... 110- vUlbe .... . 

1'lle 1.- ot tal'u to &acl .... a.c La tile aalaulatioe of tbe venanl 

half GIRt II tMt fCC nl• I 

lllf -'-1 tbe - ot a.u •.--• •t a u,. as u; n w .UUI au n to r..-,..... 
... a lleldll .unu...• ..,., •• ,.atu.a 1a .._. 80 11r ..... ..._ ...,.,. 

u, U '*"'I t.. 4t tJUif 'pl .. - - aldll ? tlan - - .... W 

... -- Ia 0 t• ..... 0 al el' I 11 IW .. 

- Uj I- - &81$$ I G "" IS IP-
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aa a d~ect raault of operating aubaidiariaa and perfor.a funotiona aolely on 

behalf of and for the benefit of ita operating aubaidiariea. 

The ec-inion find• that the inclueion of sac retained coata in 

co.putetion of the general allocation faotor 1• appropriate. The labeling of 

theH coata •• retained dolla not belie the faot that SIIC haa directly aaaigned 

theH coat• to itHlf aince they provide no benefit to the operating aub­

eidiariea. Tbe retention of theae coat• alao belie• the fact that SIC exiata 

aolely for ita operating aubaidiariea. other evidence alao indicate• that sac 

dolla -re than juet exiat for ita operating aubaidiariea. Firat, ita creation 

waa to prOYide .anav-nt aotiYitiea for ita exiating and future operating aub­

aidiariea. Tbe incluaion of future aubaidiari .. in ita purpoM reflect• that a 

portion of ita actiYiti.. ia unrelated to ita exiating aubeidiariea but La 

focuaed on acquiring additional aubaidiari... TbeH acthiti .. do not aupport 

- benefit exieting ININiidiari .. , including .-. 

The ec-ieeioa UIOII• alao that - t'-911 the rcc rul .. do not atate 

that puent c SlAY -• are to be included 1n OQIIpUtatiOII of tile general 

alloca~. ~ ia 100 pnllibltioa. The rcc rule doaa nqaire that tile .,.._nl 

all~ lie ...._. ,.._ •e na of lloMJI N9'1lated ... 1 ngda~ acti•itL ... 

180'e ~ q an fall wiu.ia Ulla ~lt t. 

o. 'PIRIISLJIIIIIIFIFLJ!d~P'II~'J' .. II•FFIFIF 

allg 'Ia - - 1110 ... ~~taft ~ F1 $ I I - ..,..Uie - IUtW 
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1. DMgt;ifta •M l'•rf• of pireGpr• 

Staff clat.a that exptnMa related to tha uecutivea of SIC and tha 

bo&Ra of directora for SIC are duplicative of ltiB uecutivea and boaR and 

u-aaary except: for t- -taide director& and tha allocated allan of the SIC 

audit -itt... staff aaMrta that the need for two uecutivea and board• of 

director& vaa cauaed by tha inc:naaiJI9 perception that SIC and ltiB bad aepacata 

neada. Sinc:a aeparata neada cauaed the .aparata exacutivea and bo&Ra, staff 

baliavea that IWI ratapayera abould not be cbarvad for SIC coata related to tba 

actiYitiaa unrelated to IWI. 

an clat.a tba .,......tivea and board& perfora aaparate function&, witb 

tha SIC ........ u- and boaR -tin9 atratau and policy for tba antira corpora­

tion vbila tba ... ....auti- and board illpl-t thaN corporate policiaa and 

•""9"' ..... dey-to-day operatioaa. ... uvuaa that tba IIC executi- and boaR 

ti .. ano - bcoad that tbair -• an pcoparly aUooated to ... uaift; tba 

ven-al allooatoc. 

1M eridaeoa tncUoat.ee tloat 100 peor- of tM -• related to IIC'a 

otaiaf au1NU- ...,lloaft of dia'ao-• La aUooated ual.ftt tile ven-al allocator, 

..., that llet 111 70-71 .,...,_Itt of t11eae-.- aUooated to ... ftia -• 

Ill lat.u-. ftlia f- &a- la I I .. to flMI Ulilt tile II IW.l &lh .. tOI' ia 

- 41 Q .._,_&Ill 11
1 
.. UIIINa -· - 1 WI IIJilr&U--
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QtiO\lti,. and board activitiaa. The .eparation of theH activitiaa MY be 

difficult, but 81111 and SIC need to claYelop a proceaa feu: enaurin9 duplicati,. and 

unneoeaaary coata are not allocated to S1lll and that non-SWB related coata are 

aaaigned to thoH for .mo. the activity ia perfor-.cl. Aa a raault, the upenHa 

for theH coat cantara ahould not be allocated to swa. 

2. xgqrwat;iop gpat; CttUtr 

Staff aaHrta that the coata of SIC' a a.ployee inforaation function are 

duplicative of swa•a a.ployee inforaatioo funotioo. SWB clailla that SIC'a 

a.ployee inforaation actbiti.. relata to all SIC ...t>aidiariaa by pro•idift9 

SIC financial raaulta, c...,.titi,. iaau .. , ...tlaidiary product• and aar.ri~, and 

h...an raaourca i._. swa thaD clat.a ita ...,1,_ inforaatioo actbiti .. are 

directed apacitically to tal..._ c a •nr coowaa and actiYiti ... 

by the t- ~ati- .t.a not ftfficient to >Mll'lr- a d.I.Mll..,ranoa of the -• 

aa pcopaald by staff. It 1a CJOOd MPIQ t policy to lreap -.lo,-a infoi'MCI 

ooncarn1ag bot1l tile ~ c c IIIJ' eot.I.Y.I.tJ.ea u .all u &lloaa of swa. ._ 

tlloutll ftatt atetaa it Ilea allowd au -• -laUd wi.tll tahpllane c ;rear 

i•- and a an .. , tile : , .. , .. flarla t11et inf1 1\1.011 a1111ut tile ~ 

GOqiOiriRioa 1a .._,ie.l.al to - i l i I and tile - or 41 I II lMt .... tll.l.a 

1•'-'ioa u es e 1ata to ua1.- 1a -··-or_.., ... 

• ._ 1 p lie ret SF ..... ... 
lhl ... lllll ... dtiiLMIC .. - ..... die WI' JW llltu. - 111111 of We 
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'l'he CO..hdon finda that: t:ha .-ployee fact:o&' .La a naaonal:lla -t:hod 

of allooat:.i.ft9 coat:a aa-iat:acl vit:h ,_.latt:an and po&blicat:iona. Than IIC 

act:bitiaa ua provided to all aubaidi.uy .-plcyHa, of which IN1I ia t:ha larqaat: 

c.-ponant:. 'l'he&'a .La alao evidence that: t:ha act:iYit:iaa of S1IB and SIC nav11 and 

JNblic info~t:ion groupe ua coc&'dinat:ad in an at:t:.-pt: to avoid duplication. 

•. =••=·n• 
Staff p&'OpOna to diaallov t:ha coat:a froa t:ha t:rtdMarka, pat:ant:a and 

g&'aphica H&"Yica coat: cant:u bacaun S1IB providaa the Yalua of t:ha IIC - and 

ot:ha&' affiliat:aa ua al:lla to benefit froa thia - &'&Cognition without any coat:. 

lt:aff propoaaa that: aith&&' the ot:he&' affiliate• pay a royalty fo&' uH of the -

O&' they baa&' the coata of the coet: .,..tu. 

'l'he aYidaDoa -abliahad that nc - the lout:bvatrtam lall - and 

1090 and that: the coata ._iatacl with t:hia coet: ,_1:&&' nlata to the .-...lop­

-t: and -iatanaftca of -pocata g&"apbica and idantit:J guidal~, and act:iona 

-m.i.n9 - of the - and logo. The aYidaDoa I.Ddioataa ... doeto - padon 

&nJ ot t:Mee ,_.._ 110 t!M17 - - ctoaplieati... The t laaion fiada, 

funllft, t11at u.n ctlu91119 t• ""- ..,...ictia&'iH a 

lrOJallJ tee tw- of the- and logo. 

..... 

.....,. ,. u to "•n- ...,. - alluMel to ... ,_ ...,. 1110 taa 

.. •· ..... .. .... ~"" ..... of '*'- ...... - ... u .. , .. ., ... 

............ , ,.,.,.... ....................... _._, 11 ., .. 

taa C I Ill; .......... -·--tea ... II'.. 1111'.. ... pa $ I 

taa! 11'11-' ... P1 '«' .. -I I Uoal ..... l --... lto I U'll nt•• 

._,.l\"1 - ... .,,_ .. I I 'nft..Uftfw 

-. ..... 11 a I ,,,...n I .... ,.....-., •• .aa ann ••n•. 



........... "$ 

Tbh aoet ~ auppocta tbe cone uaociatl!4"with tbe adainiatration 

of tbe co.:po~atlon'a cub ~nt ayn•, 1ncludift9 ~t of sac•• 

abort t- debt portfolio, -u; nt of cub ~ked for diYidllncl dhtrlbu­

tion, aa _ _. of e&&'llinga and tile effect ueociated witb alternati'l'e 

in'l'ea~t optioaa, tbe -na;u ont of -rcial baDJd.ng relationahi~, p&'ep&&'l­

tion of sac cUb fl- for-ane, baftJc account -lntenance, and atat-t 

&'eCOftCiliation and cub book op&&"ationa. 

Staff uH&'ta tbat 11118 -lntaiu ita own cub -n•; nt function and 

actiYitiea and doea not -..ct tbia an ee&"''ice. In addition, Staff aaH&'ta tbe 

line of credit ia WO&'tb only $70,000 to SNB. 

'J'he c-iaaion finde tbet allocation of tbe sac caab ~t con 

-tu to an rep&"UI ta a duplication of -• ,_ fuac:tioaa INI ~focaa fO&' 

itMlf, 0&' &&'I "IR Ql .. ll'1' -·· IW bu ita own caab -·· I t fuactiou and 

foe 1110 tblrooa9b 1na ,_ bu ~i'Nd no cUb ...,_ tn. ac. Tbu -

-t• alao 1no1.-. tile 111111 of cnclit PI'O'f'idad - ac. IW, tb!N911, Dllintaiu 

.l.ta- l.I.DIIa _. cncl1t. Plaally,- lltat4ld paqoae _.tile oaA rue t­

-•• .La to .._ ,_ •• -.tu caa~a. ftle -u • u t11et .. nnly ie 1n 

a INQlua -'1 a.l.t-11111. 

.,. m nFF N•11 

IMH JP•IIISs-•t 41•1 lP II fw ...,_. I8C - Dll-lllt:••• -- -

- ~ .. Dll Qb I - .... .._ • 50 I Ill .. , t wU1- .... fw 

...._ IPii'IICfCII.,..I -t4111irriLI .. ••••t. 

., .. 
ftUar ..... ill&llflll••·•a~llls•n -••uru a .,. -•-••• litlrllla'•• .... _ • 

... 1. Ell .. l'lls? .., ...... .. 

• 
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~•tne••· The publication of yellow page• direotoriaa, before the diveatitura 

of ATI'l', waa a function of 8118 operationa. All coata and ravenuaa -r• included 

in tile dataraination of an•a revenue raqui~nt. Upon diveatitura and at the 

bebaat of atata public .. nice .,_iaaiona, the court left yellow pave• directory 

operationa with tile Regional lall Operating c:o.paniaa (RBOCa), finding 

apacifically that rat-tion of thia function by the RBOCa waa in the public 

intereat. DIJitfMI .10- ....-.tc.a !'al • .., r.l. co., 552 J', supp. 131, 194 (D.c. 

o.c.c. 1982). 

sac, rather than retain the yellow pavaa publication operation• within 

ita telephone operating aubaidiary, an, requaatad and obtained c:c-iaaion 

autlloriaation to r-.we yellow pavaa operationa and place t'- in a aaparata aub­

aidiary. Altllou9h originally pado.....S by a diffarant aubaidiary, the 

yellow pavae publicationa operationa are - perfo.....t aa Sout~ern lall 

!allow ,.._ (laP). 

laP aleo baa a COMract with 8118 to publiall .... official white pavaa 

dinctod... tile coetract iacludea the Mllin9 of •bold f-· liatinga for 

white pavae dinctolriae aad ~ - adw•rtia ata. ftita pavae 

41-iae •••• alpM' l:Ued Uati.IIIJII ot .. taltst u ..-c. aa4 thel.r 

telashau • n ue ...... Pl"actl.oal, .,..ita,.... ...s ,.u_,.... d~.notocl .. are 

t R l ••• !loot I.e 1 .... WU 5 Utae - U.., - po.-U ...... ....-lr. tile 

~iae 1.ea1.- 8MII - , lloUI ........ aa4 .-ldeftl:lal, aa4 are 

~ ... au--, •· 
11'- ...... Ill IT- pa ... Idle C , ...... 1a Ulla- II IIN<lat 

tile .-e.... I Hilt filllll ,.u .. r ..... G U al'leeo l"u.t. 1a Idle 

._., ..__.... .,,.,,.,.... t .,.,.. ·a,.,,.. .. 

....... .... lt1; 7 

, ................. 

___ .._.._ ._ ... ._ 1-' ca.-sa I 1-'.C _._. ----'111 ..... 



In tile lut · c-laint caH qainat ·aWl, tile COMi .. ion Ulplltecl 

yel19w ~ - to sn and Ht thea at tbe lte5 lrntl with one adjuat.ent 

tor UIIOOlleotiblee. 29 llo. P.a.c. f•·•·) at 640-643. 'l'be COMi .. ion found tbe 

1911 1 ... 1 to be r--.ble baaed upon tbe aeeurancee of sn that tbe creation 

ot a .eparate eubddiary to pul:lliah yellow Pill&• directod- -ld not hUll an 

ratepayera. '1'be co.aiaeion found that 1987 teat year 1 ... 1. of rrntnuea had 

clropli'd dr-tically and tbe 1985 lrntl ahould be Mintained until an could ahow 

that a .are current 1 ... 1 of imputation would be appropriate. 

lubeequent to tbe deciaion in 'l'C-19-14 tbll ec-i .. ion approved an 

expert.ental ~i- regulation plan for sn. 'l'hie plan all......S an to retain 

earning• up to a 14.1 percent return on equity (1108) and to allere with ratepayer& 

HJ:ninga &lloYe that 1 ... 1. 1ft in thia caH hae l"''Oponll tbll ec-iaaion Mlut tbe 

expert-tal pl- ~.reduce tbiiU.l percaat 1108 for abllring to 10.7 per­

-'• &1111 - lllpate ,.11ow pave& tao •• to -· '1'be uhoall 1108 -ld, in 

-·• eet~lao, reflect tbe ~•1 of yell- pevae fcc. -·• ~-~ire-

Milt oaloulatloa. 

ftatf iC ; 111 tile c ••1.08 -a.- to,.....~ yell- pevae cenuea 

to .. ud u.t IIID u a pert of -·• apKat~ tw nt klllf JIUI:'POMII• 

ftaff•a bealo iC 0 Ill le to nleh• tile ltal I I tatloa ,_.. llf tile o-iHion 

la 'IC • 14 to • 111 nbla. IUft IIU &lao JC 11rnll ClttiiiiL" LlnlfaUtloe leftle 

.... ..,_ • - ,..~ ..... ccs ... . 

- ·-·- ... el ' ......... " _ .. - _,, ell ,, tile 

•• a 1 ~ ....- ee 14.1 - enn8 _... tile ....... tal .,au 

,.. t. - r ' lw- a.. a. 'w _... a a I& s .,.. .-. ,.. ... [ .............. ,... -· I··-· 
Ia n t 1' a a. n as• s • eta lEw 

.... ,,,,..... ----...... -......... ..... 
at 1111 _.. r c 21 _. ...,.q, - ........ asu a 

• 
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illp&te tile yellow pavea revenue• to an. 'fiMI ~aaion Unda that tbe pnpe~ 

~atr·kill9 procedue b to cleten~ine an a~iate 1..,.1 of iloputation fo~ thia 

caH. 

'fiMI eco-iaaion finda that illp&tation of yellow pavea coat• and ~-nuea 

J.a in tile public intenet and naaonable. Pi~et, then ie no queation that the 

Hie-.ri General JYMIIbly haa epecifically granted the a-t .. J.on tile authority 

to illp&te tile ~ and coata uaociated with yellow pavea dinctorJ.ea to an 

~egudleaa of wbetlle~ thoM dincto>:iea a>:e publiabed by SIIC or an affiliate auch 

aa SlrP. section 386.330.4, R.a.Ho. (Supp. 1992). Tbia atatutory authority 

recOCJDi- the ialportance of yellow ....,.. operati- to 8WI • • telephone opera­

tiona and nflecte a COfttimaation of tbe findinge _. by the federal court in 

the A'l'U' di..-titw:e c- thet ..-ention of :rellow ....,.. operation• by tile JWOCa 

wu in the pal»lio int-. 

ot IWI' e telastru 11 u:at~ and - tllcN9b tt.)o en - sc-1c1ec1. by a eepuate 

INMidiaQ, \lief atUl ntein theu ..,..._,oal nlet'-ltlp to IWI'• Clllft•t~. 

reuow ,.... ~1r an a ..t)wot to -·• ~te ,.... aMI ..-lde a 

Yal..W. Uall llcl II IWI oaat e. IWI'a ~te and ,.uow ..... heYW 

11£--lrlly llcr ,.. I I 1... U tM ottlelal 'l:el i' II I ~lr. ft1e 

Ill 141 lM ~ _.tty .._ - 1~ all 'l:el I' na ftlit ne 1e 

~ ..... aacl --au. Ill II IMI M l'lw U ....... la yellew ...... ftlla 

...... - '1 .. .., , •• u .............. . 

'IIMIS ..... G 1 Ill IF .. G CWil I I 'l:e au- 1111 e ,_ ot 

tt ;e aacl .. ,.us ..... - II all illr - ,_. ot ... 

'Ill ......... ~ _ .. , 1--..'IIIIUitsC 'UII el-41dlllr '•••us ..... -~~~~~--· - ..... fiii!IW au II I j nnl Lb .... 

I ......................... ,. ·- 7. 3 .... ,._ 
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lll'OfOIHIC! t:hia and the C:O..inion doaa not beliave thara b neceaudly a dinet 

Wbaidy bet- ,.uow page• Ulputation and baaic nrvice. IIOplltation reflect• 

the fact that yellow pagea are an intt19Z'al part of telephone nrvice and by 

Ulputing ,.uov lNU.Je8 earninga, ratea reflect the aignificant contribution 

yellow pagea earninga aake to IWB'a o~rationa and to aaintaining ratea at a 

reaaonable 1-1. 

The CO..iaaion deciaion, additionally, follow. ita deciaion in 

TC-89-14. In that can the eo..iaaion referenced swa•a and SBYP'a pre4eceaaor 

reprenntativea • uaurancea that the creation of a nparata aub8idiary to publiah 

yellow page• would not hara ratepeyera, nor would iloputation be pre-nte4. The 

c-t• of tho- repre-tati- of 8WB and s.n•a precleceaaor, reflected their 

recognition that iloputation .,.. appl'Opriate and that the creation of a aeperate 

aubaidiuy in DO -r affected the ability R aoatbodty of the C:O..iHion to 

iapute thoee a:•••• -· Pea:hape at - point in the fut~ yellow pavet~' 

aipiU- to keic tel~ MCVice will he 110 diainiahed u to aake 

illputatioll IUU'CI-•1•· ftlat tS.., tJioutll, ie - -· 

- - ....., tM a •el of the ~iaa of ,.u.ov ,.... a -:1• part 

of ue pa ; 11 el~h• N911let.i- plea. 'ftlU pa ;nal -14 ellov s.n, and 

tllece,_ ...:, to retau us 1 a nac.l ,_ IU.an ct. &D\IilllJM'• vltbollt any 

a ntiaa ~ re\llnlllll to the raup1,_.e. --. 1 att tll18- """1t 

Uw .. leeieletl- of'-te 18 the Dl IIU Ill ll'r• IIIIIU of-·· ... ltloe 

~- ... I ls .. the ... 1 liDl ...... of II it' .. -·· ... 1'& .... . 

.., 1 r ••" a, ......... ...,. .. ,...,,...__, e' rela- ..... 18 

.... -II 'R I• RW ............... _. 

,..... ..... ....... - ...... - U. etlfef•J 111 51 II ..... -

'WI: 18 
........... lt-- ..... U. ..... DDI Jl I I 

••• • " s ... -. ., .. ••• 75 l 1tJ 



~UaiMid wt.tbollt the f.ut:~nt ud connectl.ft9 wine ud ewitchea, but wLth• 

out the Lnf-tion pzoyicled Ln the white &nil yellow pagea directoriea, the 

cuat-a• accHa to other still cuat ... ra would be aLpificantly reduced. 

Although SWB indicatH that the yellow 11&9e• aubaidiary ia a -u run 

COIIPUIY• it beli.,.a it facea Lncreuf.n9 c....,.tition and that auch c....,.tition 

will -tually r.quin the eU.aination of J.aputation. 8WB atatea that it ia not 

-ki119 aliaination of J.aputation Ln thia caae aaraly becaun of c....,.tition, but 

it beli ... a the co.aiaaion, in reachl.ft9 a deciaion on thia iaaue, ahollld reoov­

niH the aipificant CCIIpttition it facea. SWII contenda that yellow papa, in 

affect, c....,.tea with all fo:r.a of adYe&'tiaing, not juat otbe&' yellow papa 

directoriH. lldYe&'tiaing -ia ... ch aa ~· tel..,iaion, radio, -vaainea 

and direct -u achertiaing, still contenda, poae a llllbetantial t~t to 

:pellow 11&9e8 pcofita in wluat 8WB - aa a diaioialling edftrtiaing ~ 

aarllet. Additionally, SWII pointa -t that yeU011 11&9e8 ceo - conati.tute only 

'7 pucent of nat~ide edoertiaing can a- -.g all adoertiaing aedi.a. 

Ia IWIIU.tioa to the c 5 1titioa f~ ..._ ,_ of adwerti.aing aedia, 

IW olat.e that it 1e _,_ to -.u.1a1 : 5 titioa t~ ot11ow yellow 11&9e8 

d.l-iea, ftia, tt a u·, IW 11M ..._ -la to a I awtiate eiace it 11M no 

iat-tioa oa ceo n.........,. liiF otlllft ~iea w, fOir tllat _._, liiF 

...,_ adowt.t.ai.lle ..U. . 

.... .. at- .... • .. ~r~.,....,.r;. .... ;-•Ule •••• ...... ..,.. t11e .,, •• o--••• 
at aalllt,..LU.t.Lttollt-a • ....._ - ~ &a tile ct J --••'LIIaa• ·--- ..... at 

,..U.. I $ • ftia l.lllrlll--lt.I&LII•a &.Ia .... &a ¢ 
7 

*Hit d , .... Jl, '"" 1 at -

........ ...- ., 11 • - at a~~na. ...._ &a ••• 
7 

,,. s u••• 
edJ'll .._..._,.a IE 'no ... I I 11m ftiiJII ... 111 a .. at tile ..... 

• 
5
1 I 41 ·-· ......... --- .... ......,, 2r II 

........ .,..... , a a t Ut' :!J 'h '• ell We u'Orl-

lll&l!IJI .e-....-...., 1712 a. w."- .....,_ .. a In u .. 
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~ thia into~tion baa been claaaified aa public infc~tion and ao will not 

J~e~~Coduca thoae Nault• in thia Report And order.) "rha atudy Nault• ahow that 

in the other ueaa wheiN cC~~petition uiata, yellow papa c:loalinatea ccapetiton. 

Ueage by cuat ... u ia what buaineaue pay for when they buy additional 

aciYertiaing in an• a yellow pagee. The .,idence concerning uaage indicate• that 

a buaifteaa baa no real yellow pagea alternative to the 1118 yellow papa direotcry 

for reaching cuat...ra. In 'l'C-89-14 the c:c-J. .. ion found that ccapetition for 

yellow page& wae not aignificant and the reaulta of the ueage atudy in thie can 

ehow that ccapetitora, eapecially in St. Louia and Kaneaa City, if pr&Hnt, have 

little cuat,..r accept:ance. heft after -ral year• of cc.petition in the 

lt. Louie and J'anaae City &Hae, UN98 of other yellow pa98& di.HCtodea &IN at 

1-1• that &IN a~ iftel.gnifl.cant. In tboee &Haa whaiN a cowpetitor baa 

ctew.loped - cu- ntCOIP'ition, auch u Springfield, at. Chulea, 

cape Oirudeau aad Lab of the -lla, ._ atill dcwlnatee the .ul&leta. 

Add.\ti-..1 .,~......,. thet yellow p&988 clireotod .. &IN aub'eot to little 

direct a s tt.tt.on I.e the -I.Auecl atroov pcofl.taaoUitl' of ,.uow p&988 and the 

Ul.l.Ltl' of au. to nt.ee pd- ud -illtaia thet pcofl.tMUitl'• In a a 5 I U­

ti" -l&let, pd- .. ciJrl- to MZ9iaal ooata ud -UtiAtll' hf.9her retuna 

weJa u ~ ...,_,__,. 1t7 an -lei - 11e nal.L..t. 

ttlia C 1 Mlon fUlda thet ~to-·· II tiUiona, the., .. ...._ 

I.e UM ~ I $ Utlon f.-....,_ ~lee a IM iee.L9aU~ aad­

,.u.u- ,_ ........ , •• , ........ la at-~1. Ia ..... to- the 

1'*-l.tettl n d _,. ....,_ :Aaaua•,.. ..-. atvUlulllJ' •••-. • tile 

,.u....... .. •• - .... --..... .• • .. ,.. ........ ,.. -- to fleA 

... Cl I I L 9 ••• W C f 111' 1lillsltlll eUe''Pf -- -a. ,.. ... U ,.. 

tlll to filii • • rvae 1 otw, 112•._ a •r w 

n ' nr - •~••••· a. ... ; "s ,.... .,... ....., 

-.- ents• • "'or • a •n• ... ..,. •••• 



---



;; ~ 

""""" ....... gpnt;cihutign 

1985 $82.1 aillion $33.4 aillion $49.1 aillion 
aotua1 

1985 $76.6 aillion $33.4 aillion $43.2 aillion 
adjullted 

(Report And Order, cue •o. TC·89·14) 

1986 $69.1 aillion $39.0 aillion $30.1 aillion 

1987 $72.8 aillion $39.9 aillion $32.9 aillion 

19U $U.O aillion $43.1 aillion $44.9 ail lion 

1989 $U.9 aillion $54.3 aillion $34.6 aillion 

1990 $96.7 aillion $55.0 aillion $41. 7 aillion 

1991 $101.7 aillion $59.9 aillion $41.8 aillion 

9/30/92 $112.140 aillion $65.756 aillion $47.261 aillion 

1992 $116.204 aillioa $85.101 aillion $11.448 ailU.on 

8UMidiuy la nMblBIJ tM 1-1• --.ate~~ 111J IIIC 1a 1111. ..._ 1-1• 

llaft Ulonued ateedllJ' - 1111 1-1• ..... 1118. ODaUUIIItioa ....... baft 

-u~ ...,.ua 1a • 1...- 11 e a.-. ftla ouw:-.-. .... :•••• ..,.. .. 1011 tM 

C 1•1• .... Ita fiMI 6 1a 1'Cl ft 14 - 1'1 CUJ' Ill II t 1a tM ...... 

...... 11• .. 1M6 ... 1..... • .... , __ - ..... ----- ........ tM 

o '•••fa 1."--&c:la-~u. lltn&e«u..-u••,.a Sill• 

...... l'lllllilol- ..... _ ......... 
7 

I ·- ... 11&1" &4 ., .. ,,.. ......... 

.._ C I leA ...e Ullt .. Uflt UU!tt ef ..... ..... .... L II .. 3 net 

ICCII.eo • lff•e el8.liiJ'&ec- - Ullt - --· lie 2 I , , &c ..... 1M ee&c 

11 L _,_. ... _111'11111'i1=altta$11Uc...eSS Ill ...,_..., ___ '1111 

........... 11 ...... ILII i IRU 11 ...... 15111 .. , llli'*UI' .. UJM 

.r _... ._ ...... ncnn._ • ... •11811•-. •1111111111'1'1 -.u.uncnn• .... - &c ale 
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lliiNJ.4 be Mintainecl until ,_u_ ~ opentionr appear to return to 1915 

1-1•· 'IIlia, t!IOilgh, tha ~arion beli- baa hal'SII1141d and ao tha a-J.rrion 

will look to - .:ecent 1..,.1• in finding tha awrop&"iatu contribution .arvin. 

'lila ~arion find• that tha 1..,.1 of l.Jiputation for ,_u_ soava• froa 

a.pt...tler 30, 1992, -re r .. _.a,1y reflect• ongoing operationr. Thir bringr the 

illputation 1..,.1 to tha c10Hat point in thia c ... to tha period whan rater will 

ba in affect, 'lila llept..tlar 30, 1992, 1..,.1 reflect• tha increaaing nat rrrenuar 

aDd~ of ,_u_ peqaa. 'lila rnultu for ye&r-eQding 1992 reflect that tha 

contribution .argin contin,_ to increaaa. UM of ye&r-eQding 1992 l..,.la aight 

ba -r• awropriata bllt they are beyond tha teat year ar updated and ao would not 

reflect an a;;opropriata -tching of in-rtaant, axpaDMD and ~•• with tha 

~rall ~ raquu-t. 

1~ tha ~MiOG baa f_. tba -..-..r 30, 1992, COGtributiOft 

aarvin to be •11 ope lata tor l.llpatatiOG, thare reaaia -al edjur• rata to that 

Cftmtribllt.I.OG aarvu ..at.cb ....s to 11a acldraaaed. utile 1915 -· and za•eaur 

- d ;t.a b7 tile c IMlOft, Staff l*a;uu u adj-t to tile -ueotU.la 

-• to - tile deoirion of tile a.-iaaiOG -.1ag u-lleotU.laa 1a 

'.I'C-8 .. 14, 8U. tile c-iMiOG 1a - ~ing 19M -lta, ttlla i- aaad not .............. 
haft I* ron•• ra MJ • 1 to t11e ~u..tiOG ~1 tor 

,.u_ $11 II I I t•ton t:o Ill Ill affUlato U lit*- - aed odiK 

rlllsl4t•arUe tor ... , .. , .. .....,_.,._..._. &a tile 0 lUU\iOft of WLC. aed 

,.u_ ..... 4& aut He. ,_ aftUIM IT - "'- l ·1 ... Oelf ftLML-.. 

OJ U 'llf•- f IU' tile..._ rsl ,.uw ..... 4t U1Jd'W tor ... rsl 
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ltfi.l\e " nfleot the full extent of the illputaticm FOH••· Allowing IBYP to 

ll!llw aooUiblltiOft8 ucl pay dv.. ucl to incllld8 theM in total upenHa on.tea 

a avbaidy by 1118 ratepayer& for contriblltiona ucl dlle8 that would not be allowed 

if 1118 incllrnd the coat& directly. ror a.ployaa c :•aaaticm coat• found by the 

CO..iaaicm not to be rea-able, than would, again, be " avbaidy flowing fra. 

1118 ratepayer& to the IB'fP a.ployaaa nceiving thoH awarda ucl incentive&. 

llec:avH of the illplltaticm FOH••• san a.ployaa ~aation upanH& ahovld 

nfleot the daoiaion - by the CO..iaaion J:'e9ardift9 a.ployaa COMpall&ation for 

1118. 

In addition to Staff•• propoaad adju.-t, 1118 halo propoaad thrH 

adjvllt8anta to the lapt&llbar 30, 1992, contribllticm laval. The bllaina .. 

dewal<>s-nt adjv- ia diii<N&aad above ucl ia agreed to by ataff •• ,_ __ 

ole. ~ ot!Mtlr t- adju-ta an 111 to INbtraot oartain wtaite page& reven­

ucl .....- fRe the yell- page& ..-lta, ucl (2) to adjuat for a ratvm em 

equity Oft IHP ia•a&t 1 t in yell- page& ~ati- • 

.. adjuatad yell- page& illput&U.Oft ~lta by ~iftg the Eeil ~e• 

ancl ... ti1M8 all.o&ed to U.. ~te ..... cll:leG'CDIJ paltllMt .. PC 1 at. Mto .. sn 

1118 annd A'IJ', liWMiar tJUa ap It A'll' cU•, 1tnaa e ua, pcaha .. , 

pUnta, ... nt ana annd ~u - ......- oolllt. ,.... ...-t. uc1 ~ 

tllat an co t: , vltll yellow ,.... ...-t.. _.. eoolnllita e laUl to ... fw 

1te .....,. of...._ annd t.t .... • - ...,..._ .... r-. ftla 

.. --• ., u. r- u _._,_....., , .... - of tt.nt a .,, e.uw ,_ 
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naff•a a~oh, ~ to SBYP 18 an upenH to an. ~1tl.onallyi staff 

be ~NC~ebiftg c s•nHtion for white page• rather than payift9 a fH. 

The c:o..J.aaion finda an•a pro.,..- adju-t reaaonable. hen thou9h 

the ~ue to IBYP frc. the white page• a.a9rr>•--nt, includl.ftg the adllinl.lltrathe 

fH, ia an UJIIIIlM to an, the c:o..J.aaion finda thet thia upeftH ahould not be 

included in the iaputation proce••· The cc-iaaion hu already rec:ovnhed that 

1111 r-hea no c s•n•ation fZ'CII SBYP for "" of white pagee li8tift9& and there­

ton ia iJiputift9 yellow pagee ..,._,..... to 1111. Thb racQ9ftitl.on ccepenaatH an 

for the deYelCOJ nt of yellow pagee and white pagee ll.lltl.ft9&. To then include 

an • • pa,.anta to SIIYJ' u r-. aliSMNI%'• to be a double u--t aince illpata­

tion -ld brift9 tbe pa,...,t beck to an. ID addition, tbe qnnsDt ia an 

affiliate tr.....ation and u ROb u-ld be -lll&ted u aD affiliate trana-

aotion. 

on all DIP u-. BilltOI'icall)', tbe i.llputatU. fC ana founrl oa zenn­

and 4J TU -iateol v1tJI )'IUOW ..... psltllMI.. II I ~U.S INt hu ODl)' 

allwed a NtU'D OD 1ft)' la:Mt I t ., l.nolefl .. fC $ lj te, .. loll liN leqely 

.,,.,,_. 4Uecn:r, dis ; •• lA - bell. 1t111 .,,_ ef tJie .,,., ... -'II 

_...... vt.tJI Pi a s u - .,. - • ,... uo ., aatf•a 1A1t.l.al wlef. 
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,._ aoooo.mta r-iv.able balance repre-ta future coat payMnta, it inc1114ea 

re~-nt for .any type~~ of Hrvicea, auch u depreciation and deferced 

tuea, and include• a profit. Allowing the ROll adjuat.ent would, ltaU contenda, 

allow a return on a profit, which ia inappropriate. ltaff au;98ata na perfom 

a lead-lag analyaia if it ia not recovering a return on all inveac.ent. 

staff'• .. in point• in oppoaition to IIIB'a adju.c.ent are derived frc. 

the traditional rat~ing procedurH uHd to develop a ..--nue requu-tlt for 

a r891Jlated ~Y· staff'• poaition on illputation ia that IUP coeta, revenuea 

and inveat.anta ahould he tr-ted u if they were part of na. The CO..iaaion 

recngniaea that thia approach haa .. rit and haa followed thia approach on eo.e 

of the propoHd adjuat.anta. The ec.ai .. ion, thou9h, ia not convinced that 

acceptance of all traditional rat~ing treac.ent ia appropriate in the iloputa­

tion proce••· 
ataff'• ..,,,.,.,_ •n .. u that a lead-1.., atucty abould be pertomed 

inatead of -·• p&CII I - edju-, ·~ the unw' t upon ""icb laP 

ia aaaloi119 a return la HciNnU ~ivable. atalf t11en atatw that aoooo.mta 

-iv.abla do - ~·u a c&M -lliat capital ~ia t. ftia 'II nre to 

be a contr..Uction. ltaff ....,.,~Uy raiaW .-~ about tbe calculationa 

lMfl atdat- of .. - ,_ a au na _l.,.ia. atalf -lltdw 

... aalntiat l.Mt ll.,.. au..,.. I.Mwall ia ..... -·a pnotloa 

.-.. u - e.u ..... ,_ a a • ...,. a 1 ••· 

'111111 c 'wt• thilll .... a o Dell of Ulll e en• .....,.. ... eutt 

_.... ..... I L fww- &a &a I 1 of ... ,---

M'ltts t H 1111 ea. ' 0 1M' ...... ...._ a a-& of ceo 1 ea -
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abou14 be allowe4 a retucn on inv.a~nt other than prepay.enta. Thia raturn 

aboul4 au- san a return on the inv.a-t it baa aade in veneratin<J tha 

H'ntllue wbioh ia ilaputecl. Perbapa there ua better or -ra reaaonmla waya to 

oalculata thia retucn, but baeecl upon the AYidence before it, tha CO..iaaion 

finda swa•a adju~nt to be a reaaona))la approach to thia .. ttar. 

Since the co.ai .. ion baa not found the 14.1 percent ROE propoeecl by SWB 

to be reaaona))la, the 11011 co.ponent will hav. to be recalculated baeecl upon tha 

11.72 percent 11011 found to be reaaonmla for swa. 

'P!?lu• o=nnutiop 

a. 1gior Mtve··n' xunt;iyu 

staff propo- a diaall~ of i.ncafttift plana ~idift9 for pay.enta 

to Hnior •"aver• aboft the 1 .... 1 of tboaa ...,1~ al19ibla for ftM awaria. 

Thera are t- plana, - tlllicll pro91daa for llbol't tara i.ncaftti- aDcl another 

which ~idea for 101\9 tA1:11 1-1-. Staff pc ;an to diaaU- U,oot,OOO 

l.n 101\9 t- Ina •U- for ••• 110 aDcl GIIQ, alill MlO,OOO 1a llbol't tan alill 

10119 t- J.an u- fOC' ...:. 

Sboc't tara LII:OIIU- aH INaecl upaa a IFI flU ~ioll. 0011111 are­

by ..:•a - ~ o-nua at u. ...... , .. of u. f'"-1 ,..,:, alill 

bel .... - _..,1_ fJO&la alill - &n I ~ fJ0&1a ...... a a.~.atla Mtda. 

A,., t 111 •a• la 41arl,... r.- U. -ia ... -..lt.d to a~ 

, ..... ....,. .. aa1aa1- u. a , ,.,. ...... .,_. ••• ' of ...._ a-u, 

l IIIli- .... lie t... 8 41 atl f hrllll lw -NIIIIAII'I' I i 008 

-.. "'""'- UIIU.atll • ...... ..,_ Ule a • 11• of tlal .. Willa'-• 

..... -
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\Jut 11 4*._• ~• a::• ..... awa~w-. --.atl£-•'*• a•• '* 
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tmd t"- ¥alue of the unita -.led repreHnta the t"9ft award for that partici­

pant. 'llle ac1:ual net in- of aBC achi....S over the tbrM-year period ia 

oa.panld to the ~-t budget aiiCl an achi.-nt percentage ia calculated, 

'l'he acbie; nt pe.:centa<Je ia then applied to dat:eraine the nwober of unita 

ac1:ually eu'Ded IUid peyable aa incentifta. 

an &J:9Ue& that both plana put a part of total Hnior aanav-nt 

c wpanaation at riak, IUid that staff'• diaall-ce would r.quin incnaaing baH 

nluiea, which in turn would drift up the cot11: of benefita. The focua on profit 

benefita both ahanl!oldera IUid cuat-n, and sac atock price nflech the 

preHnt value of long tara deciaiona IUid indicate• bow the .-rket •••luataa the 

a&na<Jel:& of SBC IUid ita aubaidiui-. an alec c:ontenda that ita .-ployee 

reduotiona IUid reorganiaati01l8 ~atrate that the incenti- an -king. 

Finally, an diaputee ataff'a ;taaia of Kiaaouri•apecific reaulta, claieing 

that the uH of aucb .-..alta -14 be illpractical aiiCl cot11:ly to adlainiatar. 

ataff atat- that abOrt - 1~1- for aBC officera an CC~~~p~ted 

then_.. be a pcva~ -- II aa ln:-i'N plaa aM .:&~ befteUt, 

and tbenfore the - of ..C ~u ia - .. tt 1c..-ly 11..,.. to the pcoYiaion 

of beftefi\ to •sn r1 ntliifW& co iecl ... u.- ia Kin: ri ~. atatt'a 

otiMNr ..... U wiUI I I i It CO tM .._,. - aBC IF tl- - alall&lf to I.U 

uv n ta u nrr 1-. u.. 1--. - ..: 1 u-.... ...,. - 11e a s utect "--• 

ftUt .U. - tloaC tbe .._,. - I I tl .. plaa fel' .. -

-hell M lll I 1, 1"1• .... I lllfbl ta lie ...... 

toe - M I t. 111f1l ... Ilhl- -t.u. Ia l"J tM 

.,._till' 1 •- ..,...,, • • r 1:11e a u• 1 I 1 1t 

_.._, •• 111111 ..... • ...... 
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1991, and that if the 1993 chan;e• had been in eff&Qt within the teat year aa 

updated, it would have aougbt di .. llowance of the abort ten incentive• for 

11111-Ho aa well. 

According to sac witneaa R. Rich&lrd TJ:Oy, Jr., the net inCOII& 

p&&'fo..--nce f!)r sac abort t.,... incentive• ia baaed 100 percent on sac naulta, 

and the cuat.,..r -!."Vice co.ponent ia baaed on a weighted average of telephone 

COIIp&lly and national 8\lbeidiuy H811lta, weighted according to the pnovioua 

h a practical .. tter, the incluaion of 

Mi .. ouri-apecitic reaulta ia 8\ICh a tiny portion of the SBC abort ten incentive 

calculation that Staff'• ~t nuina eaaentially aound. Aa waa atated by 

the ec:-iaaion previoudy inca- llo. TC-89-14, "In the cc-iaaion•a opinion the 

reaulta of the parent corporation, unregulated 8\lbeidiariea, and non-Miaeouri 

portion• of IWII, an only ~ely Alated to the quality of HI."Vice or the 

pertorunce of IWII in the state of lliaeouri. kbi .. inq the qoala of Site and 

unrequlated lllllleidier1ee 1• too ..-e to be a juetifiable coat of ...,ice for 

lliaaouri ll'etep&yer:a. • at liD. P.s.c:. c•·•ol at 127. 

of 

u .... 1117 sutt "'" nvvc to loaq - aBC 

,_.,_ &fiPlY viti! ...-1 ,_ to u. eiMIII't - 8ltC ua11 u-. ,..... tbe 

c:-iMloa la of the .l.aloa Ulat the ~ "- I I II U- fw 8ltC -'-14 lie 

tiMll.....a. .. lftl u. a-.- IF ti- - ......... ... tbe ... nt 
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~1••• whetller they -lcl fall unclu the claaaification of financial reaulta, 

Staff -intaina that 10119 tan~ incanthea for SWII-Mo, OBQ, ancl SIC 

aboulcl be cliaallowecl beoauae the plan foc:uaea on financial reaulta and cloea not 

conaider HI.'Yice, ancl beoauae the uae of SIC financial naulta ia not 

Hia-1-apecific. The atruotun of the plan plL"O'I'iclea an iloplicit inoenti,. for 

pelL"ticipanta to try to inolfeAae SIC' a atock plrioe. Thia in tlllfft ooulcl encourage 

aenior -navar• to apencl a ~tar peroentava of tt.e on nonregulatecl 0011pani.ea 

ancl cliaOOUlfage tt.e ancl effort apent on KiaiiOUri opelfationa. staff al110 

inclioat" that the uae of SIC objeoti,.a c:oulcl actually hurt K1a110Ur1 ratapayen 

it- auch aa Y•ll- Pagea, PAS 106, ancl flotati.on ooata, ancl retry i.aauea that 

lla,. been loat in tba paat unclalf aiailu c~.-. auch aa abort ten~ TPUC, 

bllainaaa -la, inflation adju•-· ancl CCit/aal...,. fOlf plre-1911 pcoparty. In 

aclclition, staff diapat .. -·• claw that ...,l.,.a nolmct~ indicate the 

inoenti,.. an ~kift9, -...:11119 that no U.nk .... aboooa bat- tba i.noenti.,.. 

ancl tile faotOlfa wbicb infl- .s-e1a1119, ancl that .s-e1a1119 ,... a no~l 

blleineae deolai.on. 

'ftle caaalMion 1a of tba ct'iAl• that tba 101111 - ina_i_ fOlf 

••• •• IIIIQ ..,. ...:, Uu tba diOC't - &uaau ... tw ...:, ,._ide, at IMMit, 

~~e .. uu that .,. - a •• to 11e '-l...,. 1a tba - of _.,_ tw IU.-1 

... 111••• ....-u-a-17 1a tJie- of - ....... tJie 101111- IIIUU-

.... •a 1111'11 F I 4 fw -.lte tba'f ..... - IIU sa, ...... - -lU fw "*kkil 

...., - - G latl'f c I ..... ..,. - ...,.... tba'f .... lle4111 -1. 
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Ulf,,O 1110 l!i:OCk, illoludift9 9ivi"9 priority to unngulated aubaidiariaa, fuJ:tha&' 

oqo9iAoee the co.aiaaion that Kiaaou&'i &'&tapaye&"a ahould not fund the long ta ... 
' . ~ 

incenti-a fol' IWII•IIo and CHQ, and the ahol:t and loft9 ta ... incantivaa fol' SBC, 

ia .... aonabla. 

B. ""!¥ Ayarda 

'!'be only iaaua l'-inift9 with &'aapact to TEAK awa&'da 1a Staff • a 

p&'OpOaed diaallowance of the coat of nondiac&'etionuy TEAK a......Sa p&"Ol'&ted to 

IWII·IIO fol' GIIQ =nage&"a, alao ... ta&'&'ed to •• ....,ieee~· TEAK a......Sa ..,. ... 

illpl~ed ill 1916 to l'ecoopliM ud .........S •~~a; at -.loyeee on the baa1a of 

an •=•11n<1~;;ea-a*t -.1~· fte po&'tiOII of t!Mt c s •tioa paolla9e that ia gLYen 

•• a 'J'IIM -n ia -u• ed c a ntioa that ia •at .. ~. • i.e., u tba -n 

•=•~~~a.--•n IM71u7 .-... • .,... ... f4?1.--t•• an RlelalatU ~ IIIP1Fia9 cnfonlnn 
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11U-.noe of ~ award• for 81111-Ho wa• balled on tile \IH of 100 1111rc•nt 

0 

NU~J.-~~P~~Cific r••1.11t•, and that if thll 1993 cbaftge• had blllln in •ff.at within 

tha te.t y!lal: a• l.lpdated, it would have 1101.19ht di•al1owanCII of th• ~ award• 

for 81111-No u -u. 
The c:c-t.•ion 1• awar• that th• arv-nt• rai- by Staff with r••PI!Ct 

to~ award• in TC-89-14 ar• differ•nt then tha ~nt• rai- in thi• ca•e, 

•uch that the i••ue of the propriety of ~ award!~ for a ;iven •P~~Cific •ntity 

ha• not blllln clearly addre•-· Rowever, the c:c-t.eion ha• held that the~ 

award "i• not a bon1.1• or additional e:cwpenntion fer RP!Irior Pllrforaan011 bl.tt 1• 

a •W>•titl.lte for ezpected increaH• in baH ulary which in recent year• have 

blllln excbaftged for the ~ award which .... t be Z'Marned ... ry y!lal:. • 

29 Ho. P.s.c. 1•·•·1 at 626. Tbe ~ award• ehould not be •1.-d a• nece•ndly 

identice1 to tha ehort ten. -lor ~t lnc•ntl. ... , •• 81111 wit-• 

coanie J. Wepfer explaiA!I, "GIIQ ~ award!~ - e c ; c oe11t of •n•; at baM 

c..,.nN*ioa juat lU. &&£1-IID ftM awardeJ tber' are ~ -•e• "DR t; 

lppepSiJM• • bbibit. 43, P• 14. (, $ h.a•le CC'19i.Ml) • ftle; 00.1Mi.OD fiacltl tbat 

tha diaall- of 1'liM award!~ f- G1IQ ... ..,n, ~ tbe baM nlary 11 

all_., hu- .._ •rtlcl-11' ,_Uled. Wft&l.le it Ml' lie ponlble to deYlee 

JU•-1-.... Ulo 9'Ml• f- tiiiQ -•••"· U.. ~ of 1'liM MfU"CCe ,_ tbe 

auaa tot,..,_ • n eoa1• tbet ..,~ -u•c• ,_ .... pectoc••• It}' 

IIIQ II e I.e- &n C6 ;1&ate. ftae 'll 4 MU. llleo ... lleM ftaft'T la<rlta-

tt• M 411tl .. a-U.. 1•1111& W r t& II of-·· -1 I I .. -

U. I D I ..... M 7 2 'Ht IU. ft.la .. tyll._,. ''Mt - ot,_.. 1.t1to 

.............. tll!e 'JIIM'e I ... , • ._ ....... I Sift te tile .. SIll 

• a- at •••• ..-. _. mt co It..., alii lr' u·a _,., te u ....... .... ...... , .. ~~~a~~-- 0 llfJ.MUr • at 5 • 
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The eo.iaalon b of tile opinion that the record doea not aupport the 

rea-abl-aa of ltaff'a propolled adju-nt for GHQ '1'JIAK awarda, therefore the 

eo..iaaion will reject the pzcpoaad adjuat.ent. 

2. "'' 1 ppy1lwat;lop 

swa and Staff diapute the proper annualiaation of TIAK award coata to 

be included in the coat of HrYice. swa -ka to UH 1992 calendar year accruala 

for TIAK award coata, while staff pzopoaaa to uH the actual a.ounta of TIAK 

pa,.anta paid out in 1992 for the 1991 parforaanca year, le .. the 1111011nt of TIAK 

awarda paid to e.p1oyeaa who retired under the anhancad -..-nt Panaion (IIKP) 

plan. swa doaa not diapute tllat TIAK awarda for IIKP participant• ahould not be 

included in the coat of MrYice. 

,.. coat.-. that ataff•a ,. .. of the actll&l pa,-t -• for 1992 ia 

inconaiatant with the eo.iaaion • • accept- of GUP and accrual accounti119 in 

ca .. tto. 'I'C-19-14, and point• out that all of ataff•a otber ....,. and HlAirf 

ad:lu•~• acapt f01r tile ftM and -1• v·a;n ian u ... ad'ua• ata ara Mda 

011 an~ baaie. ,.. alao all...- that u• of tile 1992 parf-aaoa :r•u ia 

nlleoti- of I p' t u, 1992 aaluy and ...,.lor- ~la, .. u. ltaff'a u• of 

lft2 JNq U fDir tile lttl pufoa. I :a ,..... ... not Mintaia tile lpp Ord&U 

lai IF 11/CJ t/rata ..... ~l It 1., and U I Iatona ..... -U-f.oil La aCNra 

nu.-t ... or ' ,,,.. a •• 

-... sla•• - lt - nototl lMI pfawu fw tile 1991 

.-roa • ,_ .,.. u.. 1991 _.. toa ftllt ftM 

- '• fw 1991- trll -- .,., la fw- 1991 fl I aa ,....., 

... UU Lla fw a *I 1 
' p S & - - -

0 

llla 1111 .._. (ll&t 

sa 0 -- lattarl99lni&Julalaii- ••· _,_._._ 

- ali ! Jl&l' l I · '• fw Ia 8fll. • - aiU Lie -

wnua ...... ,....., u•• en''"' -· -·•-otBR 
I 
I 
I 
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• 
cal4111du year accruala, Staff -intaina, ia outaide the teat year period •• 

u~ted and will diatort the r.,.nuejexpenn/rate ban relationahip. Staff alao 

aanrta that IWII haa not offered any evidence to aupport un of ita propoaed 

accrual .. thod, nor an explanation of why it diaa9r .. • with Staff'• IIH of an 

aotual ..thod. In addition, Staff "911•• that if the CO..iaaion looka outaide 

the teat year by acceptin9 Slfll'a annualiaation of the ftAK awuda, the CO..iaaion 

ahould alao exclude the entire ftAK awarda frooa the coat of nnioe, •• tha 

CO..iaaion would then be required to conaider the 1993 chan98• to the ftAK awarda 

which Ch&n98 the perfo~ -aure..nta for SWB-Ko ftAK awarda frooa 

Hiaaouri-apeoific reaulta to the ~ita perfo,.....oe reaulta of the four 

HichMat atataa. 

'l'he co..iaaion ia of the opinion that it: cannot: adopt IWII' • annualiaa­

tion baaed on 1H2 cal4111du ,ear accruala, a• the accrual• in put oocnar outaide 

the teat ,ear u updated, and therefore do Mt: J~E09ide propH .. tcbin9 for the 

-•1•1 M/rata ..._ relatiOOUibip. !'be co..!Mion aleo dete..u- that 

ltaff'a liM of actlMl 1H2 'l'UII ~ payout• r- t:be 1Hl pad- ,ear 

rather than t:be .... of lHl -1• ia •HC •• iat:e, eapeoiaUr in li9bt of the 

faot t:llat t:be 1Hl -'• inol...._. ooate foor a 41-ineed fCOtC'•· ftllt 

c-.t.aeion u .... tllat at&ff'a - .. •••~llaation of t:be - of t:be 'l'UII ~ ia 

re&ID ab\y IIJIIII tatlft of t:lloMa ooate 011 a 9GIIII '-ft baaia, 

o. X IM 'Fp 

- _. ..., a a • - .. •••••••., t11e ,.. ..... , •• 

...,. lea-... eau .. ee'tllllt-' .,_. ........ ,....,. 

, ........ , -llnlll•• t11e .r a e • u leal a , a. lE t11e ... ., _...... 

.. u-•-•., ... ., _ ..... 1 sa n-- e.,.. , • a rn 

Q'llll I, w t I,...,_ .. ""'' 7 'lll'• I $1 U- nhu• • -• ltUT'$... ~- .............. tile_ 



while peY&"Oll coat:a related t:o conat:l'Uct:ion act:ivit:ioa aro 

oapit:ali...S ao plant: in aarvice and axpan...S over the lifo of the plant:. Tho 

rat:io actually reflect• the percent of axpanaed payroll in proportion to tho 

t:ot:al payroll coat•. 

period aoding lepta.baJ: 30, 1992, for sn-Ko paY&'Oll, for GIIQ payroll, and IWII-Ko 

and G11Q payroll cOIIbi.Dad. lt:aff'a calculation factored in an 8.3 percent decline 

in sn-Ho'a capitalised payroll for the 12 -the aodinglepta.baJ: 30, 1992, due 

to deo........S conatrvctiOil activity, which va. partially off-t by a 5.1 percent 

deere.- in axpan...s payroll for the •- period and which increaeed the overall 

....,._ pereent&91t only alightly fro~~ the 1991 teat year to the 12 -ntha ending 

Sept.-.r 30, 1992. In Mldition, lt:aff incll&decl a GIIQ proratiOil percantqa 

of 17.14 paa t. ftle t!lne uaaanta - aan•t 110. 1101 - Clearift91 11oo1101ant: 

... 1'710 - Clearift91 _. aan a& 110. 1101 - CUat• IIOI'Il o..tw CCIIIOI· 

- _.,... tbet: -. - 11 llnuallr 1'1 ; J to _. ol• e4 ,_ the 

CillO •••• 1 t .. ,..,_. - -~~Pl-tat'•a.. • tbet: ,_ .., .,._ u Matll podol 

..,.... wll1 al ; • • a ••n m 1a tile a01 1 , _. tll1nlww tile •• au.. o1 

ftaf«•o 11l•lt••-• lllllll tile CIIID ...._.... --- oln" .. - • a Mil .. _ rwar 

.._.. Ia Ill .. ., .... , .... ,. - oa.. _.._.._ tbet: till&a 1a a 11•' .. Olllti.YU!f ... 

.._ u. -. .. - .. --... can • ta t11e a ,,. ..... ., t11e CillO Olltl"'"J. 1a 

Ul•tu, - .-_.. ...... ..., .._ ... -••••-••• ... •-- 1a e a a ,_ __ ._, ................ ,,, ......... . S! .. l.t 3 I 

1M. .... ,,..,. s ..., ... an • ,....-., ..... ,,.,.,, ,_ ... ,.... 
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'o 1111t, ia to uncleratate 1111t • • eapenH percentave and thereby lower l1llt • • raftnue 

nquu-t. 

Staff'& poaition ia that it excluded the coata cb&J:9ad to the three 

cleariftg aocounta to reflect a aero 1-1 which ia rep.reaentative of 01190i119 

operation&. staff indicate& that the excluaion of the three account• ia appro­

priate becauH the 01190i119 1-1 of coat• will be cloH to aero on a calendar 

year baaia, u the clearin9 account& Mrely hold the coat• for a period of tiM 

until the coata an cleared out to other account&. The $1,279,000 in theH 

thrH account• ia -........sin awa•a total payroll coeta and the negati- balance& 

in theH account& uncleratate the total payroll and OYeratate the exp&nH 

parcentave. In addition, Staff -intaina that the only it- which ahould be 

und to 0011pate llll expenae percetlt:1198 abould be eapeneee and capital coeta, and 

that the effect& of """' os•ratiftg account& abould be .,_ •ad f~ the expeaH 

percentave celcnalatioa to ptopedy reflect payroll •q r .. oa the inc 1 at:ate­

-t. staff alec edde that 1111t'a olaie that CliO ia a -Lnuiftg aotbity and 

thua ita ohaqea abould be incl.....,. 1a the aq 1-~ -lcnalatU. ia 

•ia1Hdill9 ~ aaau- the 1-1 of -· chaJ:9ed to CliO on an -1 ~ia ia 

irnl .... aot, 1a that tile annat bel- foe CliO and the~ oleariftg aaaa ata 

are aot incl.....,. 1a -·• tieaDoial aut: u. 'l'llentore, nn :u 1rat111t i~ 

wbic• an MiU.. ... 111 ew oeptt.a11_. ..._ld 11e _1_... rca. u. a •• 

,_-..,.. ....... - bee ••mM>eted lU _._._U. llf includlllt the Ml-

ot ~ .._lilt • ,. - tM - ---

'1!11111 a ta•• 1e ot t:M e'slen t:Mt t ,,. .. w aot t:M- 1s t:M 

....._ ..__ Bill 1• - dll .. a. - - a •' 0 1 ,._. .... &8, \M 

I I U <&lt' 1\1' .. .....,_ a - M..t ...... 1e t 0 tAl- ot IIII'DJ 

t IU 1, • .. n• - s U:r «t I - • ..._.. Nil 10. '1!11111 

- bl 1 um•w" , ' • tiiiit e a tm filii_.....,.. - -
7 I It -I I ec - Ullt1l I 1 U I .... f .. 1'111 - tlltec ,_ 



_. r.-.,aren aa a whole. Ita l.nol11aion l.n the oal011lation of the expenH 

JMRGtlft.,...._ l.a parti011luly inappzoprl.ate. The c:o.al.a.ton cletenainea t:het: the 

CIOIIt:a oont:ained in theM t:lu:H ac0011nt:a ue ......, .... l.n 111111' • total payroll coat: a 

IIDCI t:llet: j11at: u the ao0011nt:a are not: l.nol11ded l.n 111111'• financial at:at:-t:a, 110 

they abollld not be l.nolllded in the oal011lat:l.on of the expenH percentage. 

The c:o.al.aaion fincla t:het: lt:aff'a cal011lat:ion of the expenee percentage 

ia - appropriate than the cal011lat:ion by 111111 IIDCI abollld be 11...S to det:enal.ne 

the -nt: of payroll expenee l.ncllldable l.n the coat: of HrYic:e. In addition, 

it: l.a apparent: frc. t:be noonoUiat:ion filed by t:be partie• that 111111 IIDCI Staff 

diaagrH on t:be qll&llt:ification of tbe val11e of thl.a !.awe. All the c:o.al.aaion hu 

found in favor of staff on tbia ia-, it ia conaiat:-t to IIH lt:aff•a fill\lH to 

quantify ita valuel thel.'afo.re, the c:o.al.aaion ado~K• Staff'• fi9111re• 

D. !rvsPM !U"Pt; flap 

!tie ~- I'&J t Plan (SPP) npl- All oldar pzovl'_, tba 

l11ppl-al t- Paoteatioo h09r- (IIPP). It" - iaitially -.,ot:iat:ecl 

witb tiM c elcat~ IJOI'IIK1I of Merica, UL-eiO, cr.c (ala) by ATe', oe llellalf 

of it:Hlt IIDCI tiM llell Opentu.t c p•iH, u l9'n. It"- a nc;ann to 

ala'a Ill 111M~ ~OJ t -lt:y, IIDCI ,._, .... f"-ial pcotnt:ioo 

foc a .... Ule ,_w of U.. to ,_.l.oe-eli9llale ..-plea & leJ II I wf.Uut to 

ntJ.re ... - I 1&and arplM dM t;o ~ ct a _. ctt 111 I.e 

~. aDfP - ia l ... to el14JUaUlty M ....... arplM 

a a •: 1 ,.. -.. .- , .. u~;r ,_ a -noa ,...~ea. _. .,..._ ...uw u 1tu 

MIWQ$ H I dill .......... 111- Cl jill. IU. 

- 4t •••••• la ,_ .. - ......... - ~ ....... 

... ..... dill .. Ill ..... - ~ ti/IM ellil I W II -f.ea. 
- ..,_ ., .... u~ ._ .... u. ,_ 

••h•-- •' , 1 t a ltaellil•~'• l<L 1 "' 110 ... 
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,.. -.ld genonlly tint atte.pt to trllftafar aurplua .-ployen to vao1111t 

poa1'iona 1n other vorlc groupa to oliai.nato the aurplua. The JUIPP vould 

aa.panaato a.ployaaa wbo triUiafor to a l~payift9 poaition. It a aurplua 

oonti.nuaa to aaiR attar atte.pta to relocate the a.ployaaa, the c ;•ny vould 

offer aurplua a.ployen YOluntary HYariUIOa payaanto to torai.Jiato a.ployaant. 

Any ~inift9 aurplua a.ployaaa wbo do not YOluntuily t..,.inato a.pl..,..nt .. y 

be laid off to oliainato the aurplua, and -ld be proYidad with the inYOluntary 

-riUico payaanta. 

The SPP pliUI ia -ly the - aa SIPP with the exception of the IIPPP 

oo.ponant, which waa not a part of SIPP. SIPP vu in affect durift9 the 19!11 toot 

year, and waa ....,1ac.c1 with the IPP plan in JuAe of 1!1!12. SWil baa J.Doludacl 1.11 

the coat of aar.i- the axpan- for SIPP and IPP for the t-lY• -the andift9 

sapt811bar 30, 1H2. 

'l'ba ug to pronated by- and staff ace a wbat oiailar to -

of tboaa Mota witb r•pnt to -·• ...... nd •nag at l'aMion , ... , and 

IDbanaad l'aMion CDI plana, d~uad l.alna. - aaaarto tbat SIPP -ina in 

vorll ,_ ., .. , u .._ to tad 10111-1 obaage and c : e titiOII, and tile 

abort--. -it in Ge90ill'l anu.,a ud uhoe tile- of -.1-. -
aloo olailla tMt IIPP •so I ~lo ,.-1Aio a toOd -· ;na f- tile ooRI 

_..._. viltlla tile - .. plea, ud tMt lMloiiU., IIPP _. Nhlleo tile 

•1 01 vi_. tba -u.,o. ud II 5 I Ill tile _...., -..e of tile 

-.e n. Ia -.MLU... - ••-•• t.aa.t staff• a eloloa tbat IIPP a ua ...._ ... 

Ma , .. ._..__.. +IN .._...,.._..._.~fot-IIPP 

u&OIPI llo_'-1,.... ..,..,....... ,,. uoo.., • u,.,. 1 ,, a •••-. .. -. ...... ..... .... ...... ' ...... , .... ... 
............... ,,, .............. a,._ .............. _ .. .... 
_. "' 1 uuen•• ~tr. -. .,. a••••• a.-a 
11 I I II It I I illf ... I $ I?Jt I 1 1111 .f SP ' 1 fill l ... , ... 
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t;hllnfon t;be future qv1J19• aa1100iated witb tboH .-ployeea baft been iftcludecl 

~ Staff•• payroll AIUIIIAliaation. Thua, Staff captuna tba futun aa'l'il\91 

aat100iated witb tbe SIPP upenH witbollt allowi119 raeoftey of tbe naaonabla 

coata aaaociated with the aavinga. 

Staff njacta an • • ..tbodology bacauH ongoing coati abollld not be 

iftcludecl in tbe coat of Hl"''ica witbollt future aavinga. Since tbe calculation 

of a r-ue requu-t in'l'ol ..... tbe incluaion of a rapnaantatift 1 ..... 1 of 

upenHI on a proapacti'l'81 going-forward baaia, a proper .. tcbing of qvift98 witb 

upenHI would requin a aaparata adju-t beJond tba adjua-ta -da to 

AIUiualiu the aalariaa to sept.-bar 1992 1 ..... 1.. Hoo,.var, the quantification of 

tbe adju-t _.INI'Y to ~t doubl-HCO'NZ')' would be u-aurabla, u tba 

staff alao 

-tanda that ... 1~ c- ~i- both """- pay and regular a a anq-

tion at tJMt - tilla, and that ..... poaitiOil on tbia 1- cloaa not allow 

baaeUta to accz• to ratepaywa, u ..... rat• an not C*llload a~tically 

u foature ~ ... ift9a an veauat..s. 

'nlll c • .. lon la of tbe opinion that tbe UJIFIII of ..... a" plan 

IIMuld be all-.11. 'nlll at"/ ... plaa la aa old, Oft90ift9 pcOIJI-· - dMi9MII 

fw a apaoULc --.a1a!a9 eft.t, liNt LaMnlll dM19MII to cenariM tile 

UnU.IIIIIOII of wn&1A ,_. MU,. _.. ut t t ~ tntnlofloel •••••· 

ftMt ... ~ <lUten ,_ tbe .. and • ~ 11 tbM Ul1e pclll"• la atlU 11 

••aJlUI"''l-lllth. 1!lloiMM .... .,._ • e1ei8 tbM tile -a-- of au. - - a .-. 
t 1111 1M aw -·_.tile_,__,. fall...,.... tile-,_. • ••••ulll. 

a 1 .._ _.,._ ... lllrl!lllw-• .,_. l'l 11 ............... to ilia ..... tile 
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•· 'Db•aat4 Men•aerent '"'''' ap4 'P'•nat4 ltptiop 

111111 -luo to include in ratea the coata for t- voluntary force 

reduction progr ... which offered panaion anhanceDanta to eligible a.ployaaa who 

elected to raaign or retire under the proYiaiona of the progr.... The progr­

conabt of an •nhanced ~nt Panaion (IDIP) plan for ~t 1 ... 1 

a.ployaaa, and an anhancad Panaion (U) plan for no-~nt a.ployaaa. 

The JaiP plan waa L8pl-nted during the fourth quarter of 1991, and 

provided for the axpanaion of panaion eligibility through the addition of 

tift yaara of age and fift yaara of nat credited .. nice for purpoaaa of 

COIIIpllting the panaion -nt. In addition, participant• who retired with a 

-nice panaion or raaiqnad with a deferred ftated panaion on Dec htr 30, 1991, 

raoeiftd an additional 15 percent auppl-t payable for tift yaua, and/or an 

option of takift9 the ]peanut ••1,.. of all panaion -Uta aa a lllllp -· 

Participant• wen ...-quirad to 1 .... the payroll by Dec I ar 30, 1111. 

The U plan -• ~iatad witb the c •ntcation "-"lien! of ~ica, 

uz.-czo, CI.C CCIIA) in ~~~ of 1112, and -e ~ a•ailable to eli;ible 

-••a t _..to,_ t01r a period b41twun April 11, 1992, to .. Y 11, 1992. 

ThU pcop- UJ>U 111 .,_.ion el19ib111ty and prorlclad Mitered .,_.ion pa~a 

to enlU98 the CJI teaity of ' IAI$ It _..t.,... to retire. In ... ltion, 

the D plaa - alao ott.,.. to .,....&.. Jhi 1 u and oenaln -.low- in 

~---... 11 to- ••: :ua ._ ...._ ._.., .. ~.,_ -u,. 
__,, Sl $ I al-l.llle to paftle1.$1ato in tlwl pl.- Iliad M i lin - tlila 

~1 \;M ;t ~ •• 111ft, ..._ W eo """'"" • a- tlllan II I u Jl, 1991. 

- Ulalttha IIIIIIM .. wiu.tllla ...... Dpl£11 

- Ul lf
1 '115o - IIIJII't ot I ''1115 _,. -- eQ 11, ... ~·a lilt U• till.. I 'J 1$ La _,. .... 'hiMTJr• U 11.1'1115 ...... 

.._. •• tt l:t'm •-a- dill • ~ • lliiiiiJt Ml • n 1 ot -. .._ 

dill ....... ~ t ''11'1115 ,_ .. - .. • ..... 



• 
t~~tplor- l.,.la, whioh -olude - and •• participant&, wit:hout aU-1119 ~eoowalr)' 

of tbe coeta whioh di~ly ~aault:ed in the deoreaaed expenH. 11111 alec pointa 

out that it J.a net -ldng ~e«:c,.JrY of the proq~- • coata on a ~ly onvoil\9 

baaia, but only to ._rti&e theM coata and ~•aecnably ~eoo..~ the e&peftHa 

aaaociated wit:h the wage and Hl&lr)' aavinga. A tUaa-yaar a.ortiaation period 

waa choHn to coincide with the ~t.ental incantift regulation plan pa~iod. 

The ~aed tuH year ._rtbation ncmali&ea the act:ivit:y to be included in 

the coat of Hrvica, and 11111 -intaina that the 1.,.1 of - and U coeta 

included ~•flact:a a ·~•aantation of the aftrava coat of all f=ca reduct:ion 

plana bat:,...n 1916 and 1992. In addition, 11111 alae diaputaa the validity of 

st:aff'a ar~nt - diacuaaed in further dataU hal- -- that t:beH coata ware 

included in the 1992 cuat-r credit calculation under the exper~tal incant1'N 

re;ulation plan, and thua ware already r&CO'Nred, atatift9 that ataff haa -=dill 

that the -in - -- abar11\9 of 1992 ••••• •a waa ~luclad waa the 

bool&i119 of Ri9Jlt-to-U- f-. 

staff cl&t.e that ai- tile - and u p&'09r- haft e.pl.red, with ao 

fin plana to reiftatate ~ 1P the - """""• the -u of theM plaae an aot 

..._ and -rule, INt an epec.alatiwa, aed a~ aay aiailar fut•re p&'09r• 

will lie -u ..... ' the a,..c...e.er )0, 1992, ,...sate period, thia 11111111110111 toroa 

Hllltftioa f*DIZ- -w 11e • 1P01at41d .. , .. , t that -1• •l.olate the 

QIIIIJiate acu •I z n/aete- NlatiOaalliS.. aaff al• .. ataa ...... 

1a111 '8 te A .... I Q .... ·-ma I tlf Ul - pi ....... ferH 1'8. ft"-

od ............... - .,._._ ..... • hi ............ ....,., .u .... that 

.___ ...... _ -· ....... u ...... ;: u a.&.h ......... _ .. 

..... ._ -. 'ht'& .. - .. - _ .......... - ... fJPII .... u .. uu .. 
• ..._... ... ....- tazz ...... ,,., .... ' a • • •art •• ...,. -. 

.,.... ...... ,... aa umn, o-u ·--•• 'rtt.,...,. 
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~nion of that e.ployee level, overatat•• 1118 • • coat of aeryice aJid thenby 

att-.pta to OYe~collen ita coata f~oa the ~atepaye~•· 

ltatf aleo claiaa that the IKP and liP coat• have al~eady been ~11eo.rered 

froa the ~atepaye~a, u the entin 1.,.1 of IKP aJid liP expenH wa• conaidered by 

I1IB in ita dtlvelopMnt of the 1992 level of cuetoae~ c~edita uncle&' 1118 • • 

expe~J.Mental incentive regulation plan, aJid thu• buildift9 theM coat• into ~atea 

ia an atte.pt to collaR thaee coet• froa the ratepayer. twice. AccoMift9 to 

Staff, 1118 uaed the IIIIP aJid liP expenHa, aloft9 with the 1992 1.,.1 of 

Right-To-UH f-•· to detenoine that no cuatoae~ credit• -n required in 1912. 

Staff aleo allege• that 1118 MJ:ned aboYe ita authoriaed ~um on equity •• aet 

in CAM Ito. TC-S9-lo&, after a full conaide~ation of IIIIP, liP, aJid Right-To-UH 

fHa. staff alao auggeeta that I1IB • • pl'OpOtl&l to a.ortbe the 0011ta of the IIIIP 

aJid liP plana i• int&n~&Uy 1Dc:on818ten, u a.ortintion ia uaually uHd for 

eat~aoMi~ ~·· All<l - -t• that an ~~1"9 in natun. TINe, the 

a.ortiaation of IIIIP aJid D coete confinoa that sw ie - tnatift9 theM coete 

•• ncu~dft9. Staff a4de that it pnyaUed on u icleatical ie- La TO-It-14. 

The -Inion Ullde that the IIIIP aJid liP pcogr- ha- ... Lred ud Ita­

not bHn nplaoeol wit!l- pcovc , ...s u...a uy potaetlal tutun pl-an too 

apeaulau- to be the beeie ,_ -lateiaift9 1a ~ ~ tha - of 

teniaated pl-. 1'llen 1a Uttla .....-~.oe that- .... Flallf 1a a r Nil of 

.... .,.. rnto=tlCIIII ettone 1a 11 n t .,._.. lHI.oe 1a- _.._.., 

h .... that --lalllot ..Ul -iaooe. - - .._ - - - '-1. ., t ... 

renat ..-.. •• nl•l,. - ..-ly ._ -iataU!Id a a .. ._ a-1 ialllefilllte1y 

1a - .........._ ......... • .. ..., .... 9 1 

- .. ita till Ill .._._,, 

&t ._ taM wsual ,._. te lllidM ,.. a &aqe et ;nr'nru 

Jl t te ' lU'f l'eSl -- uTI t. ._ • ..- et el...._ 

Jl Ulll- elWntlll- tha --· .. eae1 .. ; 11 



• 
Tile co.ai .. ion ie further of tbe opinion tbet SWB ie treati119 and has 

tnated tbeH coats as extraordinary upenHs, aa suggested by Staff. In 

addition to its proposal to &IIOI."tiaa tbe DIP and liP costs OYer a thrae-year 

period, SWB has also treated tbeH coats aa extraordinary expenHa for purpoHs 

of calculating a.ployee payouts under its abort tara Ienior Kanav-nt Inoenti,. 

Plan and DAM Avard Plan. In calculatift9 tbe financial results upon which 

payouts under tbe plana an buMid, ecljuat:.ents -Y be ...._ to ntlect any extra­

ordinary clumgea which aipiticantly alter tbe baaia upon which perforaanoe 

1.,.1• are -aur..s. lblhibit 180HC abowa such an lldju-t for tbe -~ 

.. nt llnhanced Pension Plan, and lblhibit 179P .ak8s • aiailar lldjust:.ent for a 

"4th quarter charge for woluntary reti..-t F09&"-· ••• • for tbe 1991 

perfor.ance period. The co.aiaai- ia aware of -ly one woluatary reti..-t 

F09&"- occurrift9 durift9 tbe 4th quarter of 1991 - tbe ... JIC09&"-· Ill any 

~. tbe ... -· _.. u-ted aiailarl7 with zectpsct to ftAII !Ward pa,outa. 

In lciMiclule :1-9 aUaclled to tbe dUect -~ of lteff wit- Tla L. Tlanlul, 

a SWB .. n"9'"" eaplaiaa 1a a letter to 1991 CIIIQ ftAII !Ward rMipieata that, "'fo 

Mile tbe ~ u fair u poeeible, tbe -• of ni1Daaoift9 CNr dealt at 

aicl-yeer aad tlllt - of l..llpl-.Lae - _.. 8IIS •eecl to c c te tlllt ftNI 

Avan. • l:ll!lDit 111 1 st .. u or191Ml1. 

aa1a II ........ le- .... ··& .. .. 1'1 I u.at. U. "& Ill ..... ~ 

vltll tlllt .. aMID ppc~IDI"-- 111 n&.ec 1a Mtue, t111t ac-u•.-.. •iaa ~ 

, ... t.t .. - .. • late to las ...... ~ _,._ .. 

•• a 2 11?77 

- _.. till ••• 111 1a - u. en· 111 ••-•n4l,...., -. ,_. 

·- flllltll I~ 11 a'ft 881 $0 I'll n..- ,_. S'le' I 1ae .. --.a 

aMI ---.. -· •llflill•- ..._, ..- U. II I l•t= la ...... ef 

.. liN I I I Mit wf 8 ....... _... 'W dl•&• t ....... .... 

• 



I 

I 
I 
I 
I 

I 

oligiblo ticat and eeoond 1 ... 1 aenageca, and a lucceea lbaring Plan (liP) foe 

oligiblo no~t e.ployeea. 

'1'he sva plan waa Ulpl-ted in July of 1992 &nd providea tor an award 

of IIIC reatricted atock to aligiblo ~· balled upon an increaH in the 

.,.rage price per abare of IIIC atock. sva create• a -ittH which aatabliahea 

a target price for the atockl if the •-rage price of the atock eqvala or -ceed• 
the tuget price for thirty conHCUti,. caleadar deya, an aWU'Cl of reatcicted 

atock ia aade. Tbe cc:..ittH alao aatabliabea the .-unt of the award, which My 

net -ceed 200 percent of the e.ployeea • tuget '1'UII aWU'Cl for that yeu. The 

initial awud .-unt wu Ht at 50 percent. The initial target price waa Mt in 

Januuy of 1993, &nd reatricted atock in the -..t of $3,111,000 -• diatribllted 

in April of 1993. - cont....S. that thia .-unt ia a.- and --rablo. A­

target prioe of $90.00 per llban baa bMft Ht- acljuatad to $45.00 per llban clue 

to a atock aplit in May of l"l - and a - target -n of 100 paroaat of the 

'l'IAII -n baa aleo bMft -. 

tM ... plan wu illpl.•-t:.adld 1n Allgodt of 1M2 aa the reault of a 

aoll-bo ~ .. rt with the c •nlcatl.oaa "-ken of a.er&cn, 

an.-cno, c:LC cca). a oeell .-,oct ••• 1n ~ ..,. -ltlplri.Af a fector 

crallad n ODiltlpl~ tlea a pu tu 1 elalll ; t ntloR target. tM •1tlp11K 

lo.....,.. •.,.... fell w-n•••e• poUlt ._ .. ._ 1a the price of a.c ftoCIII that 

lO- tbae- ,-zwt ..... lea tbae- fUIIIt, Hl .. latlf- n .... lot Of 

- ,_. ..... e 1\104 ..... 1a 0 ltd..,. oaloclotl .. the-· .. 

oillaUJ> ._.. .... .-. ..._ n ... ew stu, .,.,_. ew ..... art..._ ew ... ,, 

tbae .al~ Ulet ....... 1 I ..... IF P 11 llf tiiO ldf' l $101illllo •lt.a.lt.w, 

.._ e •· till 1 aut 1w tMJ -u Cit PH.• ..- .. .......,.. 

Wl,..._ lit& , ......... yu• •• I 11DI IR of .... . 

-·•••'•diiC ..... ..__. .. ,.,..._.wMUe .. ... 
,_- ,, !J' ............ 1 •• - te 



with ~ and Put 32, and therefore the expenH abould be annualiaed and 

inclllded in tbe coat of Hrvioe eo aa to properly quantify wage and aalary 

eapenae. IWII aleo allege• tbat both plana encourage eeployee contribution& 

toward productivity and profital)ility, and will benefit ouat ... ra by atS..Ulatinv 

eeployeea to tal<e a pereonal intereat in tbe financial bealth of tbe co.pany by 

-tinv ouat- expectation&, and by buildinv a ~ledgeal)le and dedicated -rk 

force, wbich ia a neoeanry prarequiaite to tbe deli.,.ry of exceptional ouat,..r 

Hrvice. 

Staff counter• with three .. in argueenta in aupport of ita propoeed 

diaallowance. Pirat, both plana are ieolated adjua-nta -taide tbe teat period 

aa updated, in tbat tbe upeneea are not ~ and -aurable1 accrual for tbe 

SVA plan be9aJ1 in Auguat of 1992, but the upen- aaeooiated with tbe progru 

-ld not be ~ and -al)le until April of 1993, while accrual for tbe 

liP plan be9an in aap'&>ar 1992, but tbe upen- aa-Lated with tbe progru 

-ld not be "- and -•aurab1e -u lapt 5 u of 1993. Purtber, tbe 

eatiaated a1111014l -· for ava and ... ue not baeed on aay ._ and -rule 

data. 

In 1, there l.a., ~ate • bod to~ tbe- or tbe pl­

on a vo&nt '-r4 lleaia, u there ue f--. ~M~n• tbe ~1 of­

.. lte --.1.,._ IIIIIUill .,,_ tbe prt.• or tee •taalll, I.Ml...U.. Lnuaeet ceta 

and --.11 t...u 1ft tbe Moellerlllat, • .ell u il&it cnn&.~ to • nntal.W 

INI 1 I &I tw-. _.- .-c•e n la At W.jl f J ... , .. ~I t& 

111a ~ .. a.aau a or tnaa ~ 1a.e1...._ tt ..... u• ...... 
- laaU' a- ........ tnaa.. 1ft- I I, - tnaa.. U- a IIIII I I I 1ft 

--.... - a -- ,_-. - •I.U ..... ,._ liiJ' ttqwa fa: 

........ it W .... 112 'l:f • II I I '!1111111 I lie lie llllllll •U"="'', M 1t 

___ ._ ---..-..Uflllllldln ltt JJ at'rt ,lolllll-Ul* .... 

-...~- u 111a1n -ualU .... .,., , ; a liilll •--
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4.,\m!e .t;!lol Q t,aaion h unabla to lOGata any .,idenca of what thia iaaue ia 

inta~ to iaolucle, no adjuat.ent can be allowed or diaallowed. ...,._ thll 

reconciliation it appear• that tha quantification of tha •alua of thia i .. ua NY 

be related to the upenae percant&CJA ratio. SWB and staff diaavree on the 

quantification of thia iaaua. To be conaiatant with ita daciaion on upen .. 

percentage and acceptance of staff'a quantification of thll Yalua of that iaaua, 

tha co.aiaaion will alao accept staff'a quantification of thia iaaua. 

B. Xt11oy JMtl layroll M1gt;atpt; 

Thia iaaue ia diacuauoad in the aaction of thia Report And Ol!'dar 

addlraaain9 Yallov Pagea, _,.ra. 

1ft p&UQia .. a p&O f- adj-t to include U All a II M the -1 

aff- of a llaCCb 1, 1Hl, -·•m t -1ary iaoraaaa in ita - of MI!'Yloa. 

an claiM tllat tile 111ca: laM baa oc:cvi!'Hd and La therefore ~ and -aurabla, 

and that no atld1t1-1 1wc • vUl be pneratwd f~ the Lac~rW&M. StaU 

contande that 1ac1 ... 1on of the LacnaM vUl dlatort ttaa 

1'••-I•IIDM/Jrate ..._ nlatl:a1t1p, ... la -••• tile c •nion'a -•• ad 

t- VMJr ......... n.ff elM -!MaiM tllat altt I ttl tbe aalary lll£ liM N)' not 

~" - • lr x ltl awe 11, Wtbea l-Ml' offMt ttlia • 

U. C 1 MI• ltl of tbe q•••- tllat tbe .....,_ 1, lHl, MillS 1 

Ml.U, I I lAM l-hlll :AJW l 1 I!J t tbe-~ ¢1111 ....... lA 

_. ~ ,_ ,,.,_. .. La -·•- of • awl•· ._a &uln 11 ..,_. 

- ttl • ca 4 1 u , lt - - .._ .,...,, a ... .._ se ; na .. , .... 

----UidtU.-• 1 lll&.all8-• ..et•a 

\111: ·-- ,.......,_ ... ____ aii81U ltUUa -·· 

nn, c 1 '!M'e &&t JUI tbe *"""""' Ul 'Ur .....,. ....,. -

I 
I! 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
IJ 
I 
I 



I 
I 
I 

I 
I 

JQ.•'"*'l·~UiCI -.ployeea and· ICiaaouzol·apecitiCI OBQ IIIIPlOYM• baa •~r1t. 

WIMit;bu'•.tlle -nt of aaluy inCII'MH aou9ht to be iftCiludoicl by IIW8 ia nlated to 

tile &Citual ~I' of aanagen attdbutable to lliaaouzoi ia open to apeculation. 

ID addition, an iaolated adjuat:Mnt ..,at; alao be CIOftaiateat with H9U'd to tile 

-t:Cihin9 of ~. uperuHt, and zoate baH. Uncezotainty about vlletllel' an 

edjuat:Mnt ia -.uzoable adda to tbe dlftio:ulty of eatablillhl.JS9 pi'OpU" -tC1hin9. 

Ol'din&l'ily, a c~ vhie~h OCICIUI'a iD tba ao~l CO\II'H of bllaiaeea doea 

aot allow fozo acCI\II'ate -tchin9. lbraaillift9 othel' it- doe& aot pzocwide an 

an_zo, both becauH of the tt.e c:oaatraiDta on Staff in auditin9 tile CICIIIp&lly and 

prepal'ift9 ita ClaM, and becauH tile effeCit ia to create • - t-t yeazo. At -

point a line ..,at be drawn and hnhdl otllerviH, tile c:oacept of a teet l'NI' 

bec-.a -1-rated. The a-J.aeion ~ tbat tbe eituation pna ted by 

tile aalary iaorea8e ia llD onln&l'y ~ in tile aozaal ~ of bueiaeea 

and doea aot pzocwide for JlftiiiU' -tcb1J19. AltJMNtb 1-lated edju• 1 nta ~ be 

au-.s unclel' paos ., e~J.ce nu ••· tblt cue t- - be -h 1- apecnala• 

tl- in t- of -tolllft9 tll&n &1'8 paua ated lletre. 

The c tnion al- - tllat u. _, ot:Mr 1 ..... pannt.ed ,_ tblt 

~aaJ.oa•a deoJ.aioa 1a tMa -· - .....,.. t11et t11etre J.e • 11t10111f Ulll& 

bet- aaluy ..a .u.r a : aation ..a .,...Uta, and pwtu ua, 1a "- Of 

llotll ...un~ ot _....._ ..a paottt. ftUJ.eia9 .... liM ot ruu lft9, J.t -w 

.... M lll'lM ,_ ta. Hlay I 181 tiel .... -·· SUa to lftiUJN 

etflat i and I IIIU- iC 11 ......... ta. ,_l.flUtllal ,_ -id!Wlat 

tblt m a 1: wlar» Ia &wlatl- &a - -u t 111 • 

•• 
- tiiJnt •• a tllllll et'lilllt etlllil!ll n t.ata • ,,. 

ta n ... .,..._ • ..., _ _..,.,, •• ..._.,..., ... IU.M(...,t 

w t I • • Until- 'lilllt IEI'I w '1i111t ,._ w 



wbl{lb 1:11e IMHfita -&"e ...:ned by ita eeployeea, and to book u a defe&"&"ed cluu:p 

aacl .-oniH - a tu-yeu puiod the liability uiati119 fo&" the yeu of the 

ohangaa••· staff' a poaition h that the UIOrtbation expenH ahould not be part 

of tile 0011p0nent coat of .. ,.,.ice, and -ka to exclude thia UIOunt. 

In 1988 ll1fll converted to the fo&"e of accounti119 fo&" co.penaated 

abHnoea &"equi&'ed by Part 32. ll1fll thua -•led in the yeu of conve&"aion 

two MpU"ate liabiliU.. fo&" c -.•naated abauce11 1 1 1 the liability for 

vacation• ...:ned in 1988, wbich -r• taken and paid for in 1989, and (2) the 

liability for vacation• which -re taken and paid fo&" in 1988, but which -re 

Un&"ecorded in 1987 becauH the a.. 14thod of accounti119 waa not in UH at that 

tia4. Thia latter liability ia -114• referred to •• the •catch-up• 

liability, and it ia thia -nt which ia bei119 ..,rtiaed over a ten-yeu period. 

ataft arvuu that incluaion of the ...niaatiott builda into the coet 

of .. ,.,.ice an _,.t wbicb ll1fll will -r pay l&lll .. a it goee -t of buaineaa. 

ll1fll c1aia4 that c-J.Hion action diaall-ill9 the ...niaation ...,... .. -ld 

&"eault ill the &"equb 1t that the ~iocllr of the defe&'&'ed oluu:p be written 

down uade&" ru n. ataff c"""'"" thet t-ic.lly the defened cluu:p would 

have to be ...-11:- down, but claia4 tbn 1a pl'actioe thia ia NlcSo. done. ll1fll 

CIOIIpl&ine thn lt&tf Me - pi i CUd t:o UUIIi .. the fa.-ial •..,act Of 

witl.all oft the defened •••9'· atatf edeite thn tbe wi-ff -u be a 

~,.._ •••9' to •s ••· but :a 1" to l.lliply it ia - a real a• 9'• 
ftlll o ... ,_ 1a of tt.e ..,..,,_-the -.:-tlaetloe _... nn•err 

llliLI:Cll lt&tf•e 1111 ... 1.11 I I J?l .... -..... llll II tile lllliaci of Ill 

1 M - ._ ' n:l'i 1111' U.&W M tile 'rilriiiiJUlqo w -uau"t' of a 

J $ J ...... £UoeJJI ...... •ek~i~MeltiM .. Q a ......... _ 

bl ........ - Ill a 41' .. 1111SSILIIILIIIall - a .. I I rm' .. --~~~ OlllilliiMIII I II II e UIJiirU ..... 

ia.,. ..-hi •0111LL• • 111 IJIIMil "'u. rna n, ..,.. • £L utuae ·1ua ... 
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• 
U.alttli~y, revar•Sl••• of ~he indi•idual •rita of uai119 ~hat type of accoun~i119 

..tbocl in a 9i-n caH. In addition, there ia no reaaon why Staff'• ~lain~• 

conoernill9 the aaortiaation of the •catch-up• liability could ~ ha- been 

raiHd in C&H llo. TC·I9·14, at a tiM when the i .. ue of the adoption of Part 32 

for ra~..akinp ~reat.ent waa before the CO..iaaion for i~• deciaion. Thue the 

eo..iaeion ~erainea that the aaortiaation expenH for ~neated ab-oe• 

abould in ~hia inatanoe be allowed in the coat of Hr¥ice. 

lgiae11 Mylt 

·~aff propo ... to diaallow the entire .-aunt of swa·· buaineae ... 1. 

expenae fr- the coet of Hrvice calculation. ftaff baHa ita propoeal oa a 

reYi- of four internal audit report• of a.plOJ'H expenM account reiabur-~• 

for swa, and coateade that- hae ~corrected tbe pcobl• of a lack of pzasrr 

con~role, whiob led to tbe eo..iaaion dieallow1119 tbe entire -~ of bua~ 

appear -r• then it .really- in TC-89-14, and 1n nence at~• ~ re.J.ait 

the cc-J.aeion'a deciaion 1n that •-· - alao atta.pta ~ c £"U•- portion 

of - of tbe ,__. CN.neDt audita vitb ,...._ audit usarte f~ 'l'O-et•14, and 

oonteada tJiat ita CN.neDt enw rete u oalr 1. l pee 11 t. 

au. ca. •· toe " 14 ..,. ..-lM a a 11 1 "'I tor = : 1 ruon, tbe 

oncial ..... .ion U ...... tbe U-ioe bee bHn 1o tbe - UIIRt ..... llle 

cc-t .. J.on bee - 4 4llld ..,.Uaf.ta ref.atlllt ~ 

tate ._ ...S fl.alle - I I I 114 ..... llf fitUf ...S - M lie a- tbeR aatf.a-

fact_,.. 1111a ...... 41nlt -u r par ,.,.., 1 tule 1o,a.. at -J.a,.... 
la 7 'IN- "• I Jl I t M U.. 'liNAIIIi lM• ef R ..... ef 7 5 lei N 

CIIIIMI'U r• to ...s 7 UHt n. • -... .., • s•• 7 eh;a 

• a nJ'III t 'n • 1 1 t 1 a..... ...,. - ..._ nat' a .._ 

•••llfJII•IIII _,pililiiJ'IIIIIII - r PI~~- • a ifllil' ~ M IS ' rutr til 



• 
to 821 per day, dapencUng upon cir-tancee euch •• the tt.a of day the .-ployea 

atutacS. 

The eaaple axpanaa ret.bur .... nt fora by itaalf indicate• little, ae 

it ie dated Karch of 1983, and preevaably wae in axietence at the tt.a !C-89-14 

vae decided. Brief rafarencae vue ...sa in the teett.ony to Operating Practice 

Mo. 56 (OP 56) - which the c:c-i .. ion gathen -y contain, uoong other thinga, 

inatnctione for filling out rat.bur-t f- - blat the c:c-ieeion vae not 

provided with a copy of thie doc1-nt and thve can only epacvlate •• to what 

control• it •ight contain. The _,t raqueetad by SVB for blleinaea -1 axpanaa 

ie not aa;ravatad bat-n -nLg nt and no ...... ava-&nt .-ployeaa, and in any 

.,.nt there ie no indication of what cir-tancae -ld ~it a ~t 

.-ploy .. to racai,. a par di- allowance. 

The c:c-ieaion baa ..-i.-4 the liDO vuidalinae and ie of tba opUion 

tbat tba language uaed ie in .any ~ ... daacdpti,. of a goal ~ of 

a raqvi~t. c s any ~actica can be -ablieW by aa offiOK of a putiovlu 

aaluy 91'ede - aa.o..., aad the final di.,...ition of any ...,iat~ in 'fOUOban 

found by tba ~u- 019&Aiaation ie left viu tba •••a r lftt in tba 

.-ployae'e ~· Tile ._l .. ioa llaa alao """1.-cl tba cal.wl.atl.on of ..... 

olaiaald 1.7 pecnat er1'0I' rata. aad fLIMia tba M'lulal.otY ..aad to.,. uqanueei,. 

aad 'be~'""" lllft4I.Ubla. 

~aU a a· .-t.. of tba e-.:..._, ..u,, a 11 rrta, tba: •e­

el- la -~ tbal alU lllk -•• _,. _,., u.r - ·~ - .,. ... 
illpl 1 .. M- lftJ. I IU&J' I filii I. Tile,_ a.IU I$ IW- -'-iaald 

1a h!t•Mt .... ....,... _._..,. Clilltl'I.I•IIIJI'ilt-••e re trru ... 01111e1r 11aa ..._ rr •• • 

pI Lll'tllll'f TI.,U. -' IW'- lillie aarla rrf aU ef- ., •• n •­

i- 4llf lt l I I -a. lid tbal h --l-1111 he ......... 

u ,.....,.eent& •tlrl¥11'111ft~ -•• 1'edataelnU-OIIIIelr 

ia - pt lUll 11'1 Oll.ll:W lid ~ llaulfltlllillllt,illilllllll flll1r •ranltl?&lllll'ft 
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diao1oaure, not to inaulate a utility f,..oe unfavo,..able evidence. lleVertheleaa, 

the cae.iaaion will endeavo,.. to utiliae only aa euch detail aa ia neoeaaa...y to 

adeqQately auppon ita deeiaion. 

'1'he audit ,..epona atate that .... wcongdoing baa ooou"'~' blank 

YOUOhe,..a _,..e aignedJ -nta and typea of upenH did not oooaport with HaaG 

911idelineaJ the nu.be,.. of hc.e location buaine .. Mala MY have been exc:eaaive1 

in&deqQate explanatione and npponing doouMntation to,.. tax purpoHa .. y exiat 

in a nu.be,.. of .,....., doouMnte _,... pzoc:eaaed without pcopec a~atho,..iaationJ 

oontcola fo,.. dllplicate payMnta _,... inadeqQate, no explanation• o,.. juatifica­

tiona _,..e given fo,.. expanHa which would fall unde,.. the categocy of apeoial o,.. 

ununal ci,..-IIDCetl, actiYity and foll--up on cepona and ,..._.,ciliationa _,... 

not oonaiateatly pecf~, a... _,... not pa...to...-11 on a tiMly baaia, and loga of 

blank and ueed -.al uafta _,... not Miotained, cH&ting a ait11ation when 

blank uafta aight ba ,_,.ad and nnlt iA financial lo... ano... ntH foe 

apeoUic defioi-iM ,.....,. fcoe 2 ~t to 96 ~t. lly fu tbe biftftt 

pol:ll_, and .,.,........ a good ata"paia of u .. all o •• Uated clefioi_i .. , -• a 

failuze to follow pcocad•H· 

~....tit ~e Uated a •••hr of n: dati-, -pertaining 

to tbe pol:ll- alnNidf -lOlled. ta additi.Oa, - ~ nc dill that tbe 

u a "' .... lap a ol- e 1 ,..lti.Oa • tbe pc"CIIIC'ietJ of oaleiWati- foe 

-'-- $ $tlaa, iMllllltiaf .. IU to... ratU ta, pen11 Fll M1Jl$1a, and 

I:WI II Uti.Oa ;It e, _._ "'"" II ua ia attarl a. ~ 1 ; l't iedLaa'l:ad 

tllllllt- .._ .,.u.., •111111 aU•1-., pc!Uiolt...., w 91YL-. 91Jifnn • tbe 

....... , .., ...... ~ .. .. ••••• tbe - ...... li.AM 

...., ,.... ...,. ••• rt te- 1 rat .,... 1 a uac £Me- ,..._'-· ..., 

.................... -- .... ,._ ...... _.,.....1'-· and 

ea&l!ll11all .. llllilll tbe ~ 4111111711 _.. ~ ia ' I ll.l ' 

ltl ... MIIIIitiiiNII'IIIITll ww1 Rlillllllill!lllll-111111. tll7l 1 1H Ull IIIIa .. llllllldllrG tbe 8lllll£,t 1 I R • a 
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~ of the 9Uideline difference• and conclude• that the 8WB 9Uidelinea are 

leaa at&'inpnt than the - 9Uidelinea. 

The cc-iaaion ia convinced that it would be inapprop&'iate and 

unreaaonal:lle under the ci&'cwutancea to allow SWB to include ita enti&"e buaineaa 

Mal expenH in ita coat of Hnice. Tbia type of expenae ia peculiuly within 

a utility•• ability to cont&'Ol. Jtatepayua abould not be t&"eated aa a d .. p 

pocket, burdened by SWB'a failure to enforce &"eaaonable cont&'Ola of ita buaineaa 

Mal expenH. '1'he queation then bec ... a whetbe&' it would be app&"Op&"iate to 

exclude the entire ...,..nt of buaineaa -1 expenH, or whether only a portion of 

the a.ount abould be excluded. 

The&"e 1a a dea&'tb of evidence in the &"eCOrd which would lend itHlf to 

a p&'-iH diYiaion of allowable and nonallowable buaineaa -1 upenae. Aa the 

only otbe&' alt-th• would be to diaallow the enti&'e .-..nt, the cc-iaal.oft bea 

calculated u -t wllicb it f-1• app&"OX~tea the .-.ant wllicb abauld be 

dlaallowect. '1'he cc-1 .. 1- bee IOdded the queati_.le -ata liated in the four 

audita, and dete,...laee ~t 111l,J:a2.U of the total $1,403,000 -vt>t by awl 

ahould be di .. llowect, re.ultia9 1n a aet allowaace of 1131,677.16 fOIL' buaineea 

-1 exs ••· Alflollar- _.-lined for .-ry queat~ -suae ia the 

audit l'eporta, ancl I:M ~ .. J.oa•a diaall.,..aace oalovlatl.oft includea a po&'tl.oft 

of re• tau ta fw ~ WI u ae : at 1- otllea" t11aa buaiaeea -le. 

'1'he c-1 .. 1- u paiahllr - tMI: I:M -uu- nu• .. u - u uaauur 

\M ....._ W ~ ecatd~ ...... II .._letl oa.IA .......... pct•aate&l. 

•••••hn. I:M c '•LOa - _. .. ., • 1n lte oal•LaJ.M, u I:M '-r 

....al .. ~ Afl- a 11 ala JIU&U •• d I II ra el4l I by aanal& 

C'llll&ll 1n _.,.. hu I , fw aan.eia .,....... d t.Wa, ........ f­

._ 'Ill' • a,_. arau I 1"'&1 ,_ .a.a lll!t 1M ancl 4lllil*y1.&J &t .. till 

~ • -a e!lrtr s, ..., a lrr1rs lllir'la.- t1r1t lt7 
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Additionally, the CO..iaaion perfo~ a aeoond calculation baaed on 

infor.ation proYided in tvo of the four audita. The inforaation includaa the 

nullber of total ~ta reYi~, the nullber of ~nta with one or 110re 

ucept:iona, and the total n.-t>er of ucaptiona. Uaing theM figurea, the 

co..iaaion calculated the percent~ of ~nta with ucaptiona, and the 

percentage of total ucept:iona, for -ch of theM tvo audita. The CO..iaaion•a 

calculation• reaulted in reapect:i- percentage& of approxiaataly 39 percent and 

54 percent for one audit, and approaiaately 17 percent and 21 percent for the 

other audit. An a~~ of the four percentage& raaulta in a calculation of 

approxiaately 33 percent, which ia leaa than but atill within the range of the 

-nt of buai- -1 upanM diNll.-.1. 

llbUe the uietence of an ucaption -· not -earuy - an 

upanM .,.. tna1opcopciate, it doea .anifeet an inability or -uu.nw-a to 

enforce an•a- polici ... All an .....,la of the per9Aai-•• of tbe laok of 

entoro nt, :J9 par-t; of -obera .w.ttted by -ion IlNde wen fouad to 

contaiA - or -. •n;tione tor -• .,.u._ witll ~Y practice. If 

-iCMI IlNde en not tou-u.e poU.oy, tblly an 1- likely to •force 

CIGIIPli- by ...._, ~· .. <wtMl-, tM audit &lfU1:a AUIAr to 

indi~e tllet Uien llee - - I 1 oo t 1e tile -rol of INaieeu -1 

CJ I M, alta I II tM -.11 l~ of I I oe 1: 1e un :a: tale. It 1a not tile 

tanU• of U. C ... .._ ta taU - ..... ta ..- lta 1Neieeu1 ~. f.ta delt:y 

ia to eM ,_ 11811 n 1 tle ..-. -·e INaieeu -u ; 1 •• _,.a. ,.,.,.,,_ .... 
~e &a - ,_ w a ztae ,_. 1aaa-1• 1e tile - of _......, llllliall ... ,. , .. - ..... 

.._.-a -MI'of II IIIIIU~ t I 2 oa. ouiiUIII- -1.4 UTI 

till lU wi!INM .. I !!Ill··--- t I , ............. II SIN II t 'est• 

1 fU lili tile fiUII 1lllni - 'fiii&•U I -" II& ftt I ' ' 11811 .... 

IIIIIIN ........ ,_ l!r? 118 ei!I'MNJ<1811it-" llllt tl &11-tllll• 



• 
axtra•agant expancU.ture. The - vuidalinaa could alao be reatructur~ aa 

~tory ravulationa rather than aa vuidalinea or goala. Alao, the - vuida-

linea could be appli~ to 8WII in lieu of whataver 8WII vuidelinea -Y currently 

ba in place. 8WII could raconaidar ita policy with reapect to a~anca funding, 

either delinaatib;r and narrowing the circ:uaatancaa under which thia proc:adura 

would be a•ailable or eliainating the ~ure altogether. Another altarnatbe 

would be to apply a par di- requ~t to aanav-nt aa -u aa nonaanav-nt 

aeployaaa, parhapa kayacl to a geographic index or vuida. Thia would ha- the 

~antaga of creating uniforaity and allowing -v-nt aeployaaa to know ahead 

of tiaa what ia likely to be conaide~ utr .. agant. In additiOft, 8WII could 

c0ft8idar centralising ita authoriaatiOft procaaa to encourage unJ.foraity by 

.,._ing control of the diapcaitiOft of docuaanta with daviationa and docuaanta 

reflecting apacial or unuaual ci..-tancaa fcc. iDdbidual ~ra and placing 

it with a apacific organiaatiOft auch u tM COfttrollar OJ:'VaniaatiOft. Finally, 

8WII could a-lop _. unifonaity in tba part- of intamal audit raporta 

ao that 8WII can..._ batter c 51ri- and racogaiaa ,,.. ov 1ta or tba lack 

tbaraof. Tbe c:-1-1- beli- tbat tM interu.l avdlt n11 na pro. ide aa 

.. aauant _., ,_ ._ to _ __.. oa.pl~ wiU. ita - pcU.ciaa and t&'aok ita 

PI'09ft••• and -"9MI tbai&' -· -- et&tolla&'41aati0ft in avdit punh~Na 

and aulpu of ~ta -1• .... tba 111 1ta _. _....,.1 . 
..... ..... tba -U Da fSIIIFled, tba 0:: 1-t.ee •ai!PIRU tbat 

1811,»2 ... of .... el•' I 'lrni 111 -.1 1 1 nn ...._ ... Ina diaal,._.., 

DIU 

... "-•IU Ill ill!! -lllllltJILii"''ll ft ' ... .....,. (llllllltt Ul lMI 

•••u•tu n e ,.. • n~a~~••T•·AI ' a u,... ...,. tnt 0a :• a ••• 
'It n-. ..,.. e 1 1'1 • •rn 1 tnt IIII<IIIUIIlf"'' .,, r •• •· .., Cflllt .,,, 

....._. - "· • - • a ,,., e1111 n ;u 111 , nu •• r ., •-• 
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swa .tataa in ita initial brief that •the two iaauaa can be t~ted 

ind1Yidually.• The OO..iaaion will thua addraaa PAl 106 on ita own .. rita. 

The ...,..nt of coat• aaaociated with tha iaaua appaua to include a teat 

year iaaua. ltaff'a propoaad adju.-..nt h baaed upon the ta.t year lttl co.ta 

while swa•a coat figure ia baaed upon sapte.bar 1992 l.,.b. The reconciliation, 

lxhibit 244, nflacta the diffannca b.--n the- two period• rather than a 

diffannca for a aiaUu period. The c:oaai .. ion haa adopted swa• • poaition and 

ao will adopt the sapte.bar 1992 1 ... 1 of coata. The- coata appear to haft 

incraaaed aiqnificantly and ao septeabar 1992 will be aora rapra-ntatift of 

ongoing oparationa. 

lM lOt 

The Financial Accounting Standarda 8oard (FAIB) adopted ltat-t of 

Accounting ltandarda Jto, 106 (FU 106) in Dec 'u 1990, FU 106 OMACiad the-y 

COIIpiUii- -ld aCCOWlt for poatr.-i~t banafita other than panai- on their 

financial boob. Tbaaa poatr.-~t baaafita, for .... inclllde health 

banatita, defttal baoatita, baaic Uta inaur._ -tite and talaphona -­

caaai-. Tbaaa baoatita ..... baaa ly rat.rred to u Ol'lllla (other poet• 

r.-i.a at .-pl..,_ baoafita) 117 Uloea dealle9 wlth the -:!act· 
,... 106 - acloft.ed Jl • ..., 1, lttl ,_ ..... fi.MMial boob. .,... 

...,_,_ of ru 106 et' a•• the u •tle9 pu nlura r- Ol'lllla rna a 

PAr .. ,.., to •-• ....u to aa • , .. , beau. au ... ,. aldln-uur 

l Jill •• ..... ... .... ............... Ill ........ 1111 -1 

Meauat,. ._.._a. dlitd. ._.,.-. • • aetas • e 1 n•••• a&C£1111 

- fuloir....._the_! Mn. tl Mill ..... ' iadll''lltn.ll .......... 

Clt!t. tillY Ul 1 I -.. _,. t>a Uot- I 'Ala ....... tn. ,._,ita­
till II t lilt tn. •III!MCJt......,. d U. :;'t~~~t•· IJIM Mill._,._ Ill & II fill 

t IIIII tlf ~' 



• 
Under J'lUI 106, future coeta of OPIIlla muat be eatisatad ao that their 

pnunt Y&lue can be included aa a current upenae. 'l'he current upenee include& 

calculation of an eapec:tad poatrati~nt benefit obl19ation (llPBO), calculation 

of an ac-1atad poatrati~t benefit: obli;ation (APBO) and HrYice coat, and 

a calculation of .-1: periodic poetretir-nt benefit coata. The llPBO ia a 

Yaluation of all future benefit& eapec:tad to be paid on behalf of current actiY& 

and retired a.ploy.ea. The APBO repreaenta the portion of the llPBO attributable 

to a.ploy.e HrYice prior to the current fiacal year. The Hrtice coat 1a the 

portion of the llPBO attributable to the current fiacal year. 'l'IMt .-1: pu-iodic 

poatretir-nt benefit coat ia the aua of the Hrvice coat, intereat coat, return 

on plan aaeet:a, recovnition of tranaition benefit obli9ation ('1'80), and recovni• 

tion of vaina or loa... and effect of paat 

tion'a portion of TIIO 1a $332.8 aillion. 

n1 onta. 'l'be Hiaaouri juriadic-

- pr011a .. • that the cc-J.aaion adopt I'AS 106 for rat~Lnv purpoaea. 

and eatabliall aaf...-rde vbicb the ec-iaaioa deterai- are &~~Fropriate. 'l'bia 

action, 8W contende, vUl protect it f1t011 financial bara and a~ the ec-ia­

aion that ratepayere are al- protected. 

- &lllrtll .,._..allr that I'AS 106 ..,_ld be d~J'ed bec&UH (1) the 

teleo ·•&catioN 1 to at~ 1a ~ .sur- t1r011 the u ll"ft vtULtr l.aduatrr 

(llNI cc-.I.HU. lled dlaaied J'lUI 106 tfMI "'""' U:U1 rt for- &RI1t91' utiUti.M 

&t tile tilnl of tN .,._11191• (21 tile cc-.I.Hlea -ld IMI _.._Vitti I'U 17, 

CJ) .......... I'U 1M te- -IPI"Litlea. 1&1 I'AS 1M- IMI ••=sted vlttto.t a 

PM 1M. «*• lte _.,._ te h>Ut' ,...... lte I'U 101 ....._...,_.._ ...,.ld ... a 

,..._.• ~~- Ull U I I til'""'.,._..... lM 111 IJ&t'-11 I .... Mil ta-

Ill flit.._ na """' ~·• ita •u£118-rLt.l .,.,. •• -.,.,... Mil {9$ ...u- te 

.......... -l~ii~Lll-.. .... ft '181 ~---.... " ........... , ..... ---· 
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e.pl~• •• current p.naion coat• rather than when the p.naion ben.fita are 

aotually paid, Penaion coat• are .. de up of .. ...,ice coat, intareat, return on 

plan uaeta, prior .. ...,ice coat and ..ortiaation of gaina and loaHa, and 

..ortintion of the tranaition aaHt or liability. Upon initiation, an•a plan 

aaHta exceeded ita liability, 110 S1IB had a tranaition uaet. 'rhia ..ortiaation, 

over 18 yeara, reduce• the current p.naion coata. Praa 1988 through 1992 S1IB 

JUde no oontribution to ita panaion fund becauM the fund -• Hlf-aupporting. 

PAS 87 waa adopted for rat-king purpoHa for S1IB in 'l'C-89-14. 

29 Ho. p,a.c. (11.8.) at 618. The cc-iaaion in that ., ... generally adopted 

Part 32 for rat-.king purpoMa and apecifically .. ntioned the acceptance of 

PAll 87. Moption of PAll 87 in TC-89-14 reduced SIIB'a coat of .. ...,.l.ce. 

S1IB aupporta the retention of PAS 87 procedure. for rat-.king purpoMa 

in thia cue. an po.l.nta out that detantinatioo of aharing under the ~i­

.. nta1 i-i- plan u- PU 87 accounting f- penaion -ta. an al110 J1r9UM 

that PAll 11 reCQIIO\i- that an e.ployee earna penaion benefit• o-r the 

e.ployee'a .....,ice Ufa and that S1IB ahould ncopiM tbe -t of ~lding 

p.naion benefit• doui119 that - period. ... aleo pointe out tbet tbe detel'­

•in.atioa of tbeee -• la p.l'f.-d trr aot-iea 10aing - ataadeN IIKllod of 

oalwlatloo. 

C l .. iOD Staff .... pc<lfUII tbet penaiOD t....a ••Jll na ..... 14 be 

oelftlateol ....... tbe alaiMal fll1119 ~Lc I ef tbe ~ llftLc lit 1-

...,_lq> ... ....... 'lllloaa t , .. ~Lc ,.. ftaf'f -· .......... 

.. u~tl...._.., u.. ''' a1 .. ,.. • ta , ... ....,.._ ~- •tr 1rau.t7 

., tbe ~. .. ' ... 61 ..... a.. 

; Jtl'llltll t.u-ata I' ... ._,_~-.---iMal~'-• 

..... u• .,_ feU '"' IIIII& "'e!l 1 ; & t1 s r11 

.... I I• _... Ia ' I I'- f It f t..r I IU 1J Me - .... I i '"' a er••••-1" 
-...a-~er ._ .... ~ 
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ataff point a out alao that 81111' a currant plan ia Oft&' funded becauH 81111 

haa ...S. no contribution& to .t:ta panaion fund bat-n 1988 and 1992. Tllia •an• 

that 81111' a fund ia aarnin9 an ...,..nt Oft&' the currant projaotecl banatit obli9a­

tion (PBO) and the PIO which will reault f&'OII aatiaatecl wa9e and aalary increaHa 

to occw: bat- now and retir-nt for ita currant -.loyeea. 

Tile aotiUI&'ial difference bat-n PAS 87 panaion expense and the IJI:tiA 

ainiaa contribution in a 9iftn year ia in the aethcd uaecl to calculate the 

eapanH. O..r t~. both aethoda will provide aufticiant func:la to enaun 81111 can 

pay ita penaion plan obli9ationa. Both aethcda rtiCOCJiliH the total panaion 

obli9ation. Tile c:c-J.aaion La faced, then, with deta&'ain1ft9 which accrual •thcd 

ia the -n appropriate for rat~ift9 purpoHa • 

.,_ tbou9h ataff haa raiaecl -ral iaauaa concernift9 uH of PAS 87 

which the c:c-J.aaioa baa fOilnc:l parauaai" in otba&' c-. the c:c-J.aaioa finc:la, 

for 81111, that -Lnoaed ,. .. of PAS 87 for panaion eapanH ia the aore rea-.bla 

approaob. 'rbe cU.ati-Uoa here ia tbat the c:c-J.nion baa already appa:ovecl 

PAS 87 fu ._ anc:l to alter that -hod vitbout - CC~~~~Pell1ft9 ollange in ci~ 

at- -14 be arbitrary. ftatf carcahl tllia '- ia !'C-0-U anc:l -

tllooltl\ ._ •• ru n tu u-. n111 au1 11a 1u PIO, tbat 1a no 'uatUioetLOil for 

oh&D91-. u n aau.-. &tt u 1. 111 McU.tLOil, tbllre La the pon~J)ility that ohallfl-. 

•- ru n to ata ~- - - to ,..., .. ott aa aa= lllta4 pnpa14 ..-

11&1-· -.tt C n Lr I .......,._. tbia ,...lta-off aliloooW __. fOil' all panaiOil 

........ UH I I - -·· ....... alliall l .... , llllllt ftaff CUll hU tblit -

-1M ..... -.,-· 'IIIIa C U&Ma flr.llila t111111t tba tt I to PAS If-,.._. 

to be 11'¥•1 •1 -fii1JIIIi'.aaee La W II' M ..a tllllllt --- .. I • "'"* a S I I 1 lel ...........,, , 

111 Ill till Lll, ll8itlll "'4 Ill lltUia---". & Ul La­

u1 1 tile • ;h lllilll - ant r ;; au 111 11e • II' K. 'IIIIa ll&t&MilaiOil 

<Itt IIIII lit ... lllllll. -.., I ~-- 1!18 llilllfl ....... Ill " II II ll&t. ._ 



and npporta continuation of pay-a•-)'011""90• staff U'911••• baaically, that 

rAI 106 ia not appropriate for rat..atinq becau.. swa haa no lonq tara le;al 

ollligation to pay any deteminate 1 ... 1 of benetita, and tha accrual technique 

u- data that 1a difficult to eati .. te and -u variation• in data cauH 

dr-tic chanqee in eapenH calculationa. OPC alao oppoHa the adoption of 

rAI 106 for rateaakinq. 

The cc-iaaion haa addreaaed the hne of wbethar to adopt PAl 106 for 

ca.. so • .a-92-179 
CaH SO. .a-93-35 
ca.. so. G0-93-201 
ca.. so. D-93-37 
ea .. so. n-93-41 
ea .. so. ft-t:t-111 
ca.. .... wa-93-212 

- Onion Uectric co. 
- The llllpire Dhtrict IUectdc CO. 
- .. atem a.-roee, Inc. 
- llia-ri Public lervice 
- at. Joaepb Light I Power co. 
- United ~1apl'oaa co. of llia~i 
- llu-ri-lllerican Water Co. 

of raa 1M-- • 41111:ed..,. u. -uuca. The .. in- nauaa fw t:M ca.-

bl uwa - IIIII llilllt ., ... .,•--••••• u. Q •w•• "'"*' adrtitl011a1 fl'lfJUle 

u - t:M .rrnu., u. n a t:e uu•l 
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l'l. .... u 4llqlei!H oap on Nt.irN benafita. Thaae •ot:iollll ..U S'IIB'a future 

411q1e11Ha laaa apeculative. 

In addition to ooat aavinga, IIWll baa funded approxiaately 80 percent 

of ita annual OPIIB liability through a tranafer fJ:C* ita penaion fund to a 

VWM truat. The WBA truat only appliea to collective bargaining a.ployNa, but 

S'IIB'a .,idenoa inclioataa that it .. y legally fully fund ita VWM truat and CDftr 

ita -~nt a.ployNa' OPIIBa until ~nt a.ployue• OPIIBa oona reach 

the fully funcled a.ount. 

The CQaaiaaion finda that IIWB'a atta.pta to control ooata and bring 

-r• certainty to OPIIB coata, aa -11 aa the proviaiona for the W8A truat and 

ooaait.ent to fully fund thia truat, are the typea of requu-ta that the co.­

aiaaion would iapoN if PU 106 -re adopted. The COIIIIliaaion, thou9h, fincla that 

theft procedurea do not out-191> the fu~tal probl- tbe c:c-1aa1on .. at 

reaolYa before adopting ru 106 for r~ing. 

The COIIIIliaaioo firat .. at be oonYinoed by the "idenoe tbat the 

aatuar1al atudiN of OPIIIa are ..,ffioiently ~iav to &aider a reeeonabla 

eatiaata of futwre -· - vitb tba coat-&edueiav -~. - put into 

l'atea, the OHa -e vlll -1• tbere IUitU e1tber a ....-.ral rata - or 

CIOII(Ilain - la fllad ancl a taU audit of -·• coat of ...-.loa oaa IMI 

a.-plated. Oatil tiMit t&.e rat•P•teu -w IMI ...,.iav tor OI'U -. aa 

11alwlatac1 1a u.s.a -· 

'IIIia C 'HI- flada t- -&l<pLfl- I II la - fOil' OPIIIa 

ia milt ~W.,.... 11111'1'1'- ..,_..latcl.,.- ot tbe ~l R tlaa. ftla 

a tMI- ..... - fHlt the _...,. - tLsida ....,. IIUJ "'"" U.lUI -

........ - ~,...-- lallllllilllr·• _............. .. ,...... p ..... ftla 

........ - .. ,,. - I'Ltt&l' .. - 1111111-- of ..... . 

-· • ...,. - ~ _..- .... IIIPI!IIr ....... ..,. ,, r .... -·· 

11111??11ift - ....... 
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other factora, of couna, ara wlult benefit• will be provided by an in 

the future, wbat tecbftol09ical advancaa will occur, wbat induatry chaft9ea will 

occur, wlult other gcwe~nt regulation• will be pr_,.lvated and wbat tlut 

inflation rata will be, to na.a a few. Projectin9 the chanv•• tlult will occur 

with ravard t.:> theM fecton ia too uncertain to convince the C:C..iaaion that it 

ia &'aiUIOIIabla to adopt I'JIB 106. Parlulpa if a national health can plan ia 

adopted, the coata UIIOCiatad with onaa will be ..,n -nabla to eatt.ation. 

The c:o.aiaaion, by not adoptinv PAS 106 for rat~inv, racovnina that 

-.en with the 

aialilaritiaa, an baa atatad that diffannt traat.ant ia acceptable. In 

addition, an baa a laval obli9ation to fund panaion coata, while the only 

lialitation on an chan9ift9 the benefit 1..,.1 of onaa ia the fi.,...yaar 

prohibition avainat redllcift9 balwfita when a VIM truat ia funded. 1W1 indicatea 

in ita ...,1~ inf-tion that it naarvaa the ri9ht to and or -..d any or all 

of the ona pl-. aua thia eay be lialited by collactiva be&'tJaininv tor 

current nee ··aa ot aaplopeaa, it would not nacaaaarily apply to ratiraaa or 

to ea•aa t ... lopeaa. 

... lloaa.....,... taat it la _,aet to INbatantial c ; 1t1t10n and al.nca 

J'U 101 ia recpaUed fOC' __,..lated boaal IIIII lt aiiOuld be all_. for IWI. 

The c.-.1.~ fU!ola Uiat Uia a e UtU.O atf 11t ftt& a.ot!l ,..711• linoa -t 

nan 11 ,...,. t.aa - -u- ott ru 106 twO -. in lHJ, aa - cUd, 

tbell. aa a...,..._,_ tw n s•tttlelll. u.a c lHton -u r11uultly ~ln 

t111a _,_ Iliff "' ... ot t111a ._ u u n 10 • 0111 ru 1.01. .... ot nor... n••••• 
u.u -w .- • ,.,, t!lle m L•""' • tltu tU. .-11 - -. ... ..., to 

-- ---·-.... .... .,...... - .. * .. tid- Ita 'f ,, •• 

fOC' iii!II!I'JIIIIIdt.t.llll .. if,. 

- .._. .......... fOC' f!lll IIIII I ' J I &Iiiii ....... 111J1111!i tM &1• II II I att.aaal 

I I tl;l> 1111111'!111111111111 , .. ti'lal~$11' I 1 ae .. IIIII .... II J lUll a1 I II U .. &II tltat -
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allolald be .,_.&'eel when benefita ue vA&'IIed. Thua, cuuent &"atepayelt'a ahollld 

par fo&" CU&'It'ant -.ployeea • futu&"e ona coeta. Thia ie &"eaiiOIUIDlv -c:ept fo&" the 

'1'110, which &"equirva CU&"&"ent and futu&"e &"atep&yelt'a to pay fo&" OPBB coata accrued 

durift9 a paat p&&'iod. Thia Clt'Tatva intvJ:9An&lt'ational inequity fo&' curnnt and 

future &"atvpaye&"a. 

The co..iaaion &'ecoqniava that a aubatantial aajo&"ity of other atatv 

.,.,_iaaiona and the Federal cc-unicationa ec-iaaion and Peda&"al ._&'CJY Jtegula­

torr ec-iaaion (l'miC) have adcl&'ea...S then iaauva and found that PAS 106 ahould 

be adopted folt' &"at..,..ift9. The ec-ia•ion, though, beli.-• that, .-n with the 

aafeguuda lt'eguired br .any of the atatea, recognition of PAS 106 i• ~tun. 

If a national health care plan ia adopted, then ~•aiona will face difficult 

deciaion• on how to reflect the plan for rat..,..ing purpona. The CO..i•aion i• 

alllo concerned about tlle poaaibility that the TIIO Yiolat .. the pr:ohibition 

againat retroacti,. ratsn•klft9. 

The co.aiaeion alao bell- that it• t&"ea-t of PAll 17 doea not 

retlt'-1,. rat k'ft9 in TC-19-14 - - _. propoalft9 adoption of PAll 17. 

Iince PAll 17 -ted a ~1Uon •-· the co.ai .. ion -• not preeent.ecl with 

tile 1-. ao tbe PAll 17 declaion ,._,-. no.,..,.__, 
Wlt~u,., tbe c ... ....., - not belieft the ,_ that t.hla 1-

ari- ia a r- I ' Mion - -141 be -U! ed al.9ftU1-. PAll 101 -., 

1-llillll.lat tbe -· - en I a R .. 'lial 'that U., will •1.9ftU,._lf atf- -lta 

of 'lMe- ...a..., -lft9 p&ea- ._be 1' •-· 1'11-- at a,_ 

.............. - ... -~, ... ,_.. tbe ( 'WI• fllllila U:- 1'1 Ill IIIII 101 en lU-

-·-- .... - tbe \:ftll8 ... - ........... "' ......... - ............. --

I II l'l 1 l'tion ~ PAll Will ~ Jlll H .. I $ II 

1111 ed!RliMIIII,. a I U T fT ._ .., Mill •U I lai fT $ 11& -

PAll Mil M 1 &1111 flat I I hlll"" _._ ~ ii\Ml ..,_ tbe J It lal 
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inoenti,. regulation plan. Tha CO..iaaion finda that, baaed upon ita deciaion 

in thia oa .. , that would not be appropriate. 

ru ,,, 

raa 112. Thia atat ... nt ia entitled •-.ployara AccountiD; For Poatratir..ant 

Banefita•. Thia atat-t adopt: a accrual accountiD; for ..ployara who prey ida 

benefit• to for.ar or inactiYa ..ployaaa aftar .-ploy.ant but before ratir..ant. 

Tha.. coat• ara related to ..ployaaa racaiYift9 1009 ta,.. diaability 1 .. ,.., 

-ranee pay.anta and auppl-tal un..plor-nt benefita. 

Tha eYidance indicatH that raa 112 and pay-aa-you-go cauH aiailar 

coata ao no chaft9e haa -.. p&"opoaad for PU 112. Tha tranaition -.nt, ll'lla haa 

pzopaaed to -nba - tbrea yaara. Tha -· io i- in thia oaaa ralata 

to tha \NO. ftatf oppono tha incluaion of tha raa 112 \NO in thia caM ainoa 

1ft haa decided to incur tha - aarly, alaoat twlft -'lui bafore rua 

~req~~iraa adopt:i.Oft. lUao, lft'a aarly adoption of ru 112, ftatf atataa, ia 

outaida of tba teat year and updata parlod. 

ta ita nply bdaf, ... poiata 011t that ftatf'a poaiti.Oft in ite 

teat~ ia that ru 112 -. .-.1.s lila daall: vitb ia tba ellarlae ....._ tha 

-...r~ 1 uu ... ....,.lnion pl- 1a eaaa 11o. 10-to-1. Tha a-.iMLon tiada 

'bat tbia ia tba :: a; rial:a u:aa t ot tha ru 112 no. ftln, tbara will lila 

• ace a u u 1 h t .,.,.__, t r- tba ru 112 no 1a tbia -· 

.... ,, •. ,, -··· 
1!llc eswtn ....,.., ntn• _..1 ia nultU 7 n baitlld .,_ lllitR <lllf 41111111: 

Ullllllitl- .. .,..,_ , ..... - •• , • ~ ............... -. 1111 ... 

<Mlf4llld itl:UUI IN• .._ a 111C 
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cc-i11ion no~lly utiliHI tha ccepany•• actual de.bt colt and capital ltructuft 

in calculating the ovarall ROR, and tba CO..i•aion ha• traditionally uaad the 

dilcounted c .. h flow (DCJ') .. thod to calculate a raaaonabla Rea. 

Since SW1I i1 not publicly traded and it• 1tock i1 held 100 percent by 

it• parent corporation, Southwa1tarn Ball corporation (SBC), the - ... t ba 

calculated on - other ba1i1. The partie• in thil caH ha- propoaad u11"119 

different capital •tructurH and colt of de.bt than SWII'I actual capital ltructura 

and coat of de.bt. A8 a point of rafaranca, the cc-i11ion found in 81111'1 la1t 

ca.plaint caH, TC-89-14, that sac -• an appropriate proxy for 81111, and that the 

ra1ulta of a DCJ' analy•i• for sac 1hould ba ulad a• tba - for SWB, and that 

SBC' • capital 1tructura and COlt of debt ahould ba ulad to calculate tba OYerall 

dabt for SW11. 

appropri1ta -· colt of debt and capital 1tructura to .... in aatabliahing a 

i11uaa, 81111, staff and OI'C. Tile diff-t ..ehoda r..ultad in tJie fOUOOting 

propoNll. 

B&U IB -- 1o.n• to 10.5 ' 14.1 ' 
11.21' 

-.., Dlttt l.)). ,_ .. , '·"' 
Clllplt&l II'U--·· Dlttt 44.)h "·"' u .... 

... tty ...... "·"' "··" -u- ..... " ···" u.,.. 
9.4!M 
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~ upon hi• analyaia of tha reduced riak SWB encounter• in ita oparatione a• 

ac.parad to thoee of SIIC. Thie adjua-nt w .. 51 baeia pointe to urhe at a 

rec-ndad ROll for SWB of 10.21 percent to 11.21 percent. 

11111 utiliud vuioue dek pra.iua •thoda and a capital aeaet pricinv 

.adel (CAPK) Mthod ae well ae propoeing a recalculation of Staff'• DCF. SWB 

witneee Avera preHnted thaN analyHe and tha reeulting -. were free 

11.62 percent to 14.98 percent. swa, though, propoHe that tha ec-iaeion 

approve an incentive regulation plan for SWB and that it retain tha 14.1 percent 

ROB reflected in tha current aaperiMntal plan ae tha 1-1 where ehuinq J:!e9ine. 

OPC developed an 11101: baaed upon a DC1" analyeia of RecJional .. u 

Operating Ccwpany (IIIIOCe) and a IJZ'O'IP of nine natural gae c : aniea. OPC witneaa 

Hill also calculated a capital aaaet pricing .adel (CAPIC) to teet the reaiiOftal:il-

naee of the IICJ' arsalyeie. ..aad upon hie arsalyeie, Rill rr•ecD--n~dllaMIII an ROll of 

10.1 percent. 

The cc-ieeiOft"e obligatiOft in eet&bliallinq an ROll for a regulated 

aa.pu~y ia to - a retura which provide& a reaiiOftal:ile return on in--t of 

a f- Oft eet&bliallift9 a return c Mrata with thoM 

ut--. the cc-iHiOft ~a reaaaaul• 

11011, it c1oee - ~ a Dart&ia ret11ra. 

aaa,lrne la ...,... - .... ..... ,_ that the -- vce411 DCII' aetlllld 

_..._.ly _... ... u 111a u.. u Alii sue...,. wt~ the ...Ut'- ,...,. 

l»7 e a ; hltell -t.q.. ftle DCII' u • ._._, til 11 11'11 tl'llo1e'll NlU. .... 

til& f- t11at e ill J re e4IJeol'll firiM iA 1 II ' .... the I I M_,. ... 

a .. u. · .... ..,.... _...a-_._...,. t~•• ,. r.,tut ...,_ ... au • ..._ 
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followiAg for.ulaa 

9 h tbe 9rowth in dividendtl continuoudy .~ to the future. The ~h in 

dividendtl and illplied growth in earning• will be refleoted in the curlNftt price. 

'1'he DCJ' ..odel then recogniae& the potential for 9•ina or lo&H& aaaociated With 

owninv a abare of S1IB • • c 

J'..- a ra9i- of the -hod• uHd by the partie& to calculate a reaaon-

able - for S11B, the c:.-J.aaioa find• that staff'& DCJ' calculation• baaed upoa 

SIIC operation& - reflect the condition& affeoting S1IB and beat eatabliah the 

CO..iaaion the fl .. ibility to arriwe at • rae.onabla reault for S11B. 

and diYidalld per abare ,..,. 1H4 ~ 1991. 1y tal!lft9 the ll19har dbidalld 

~ rata, odUoel - rea 1 Mly Ita ~ to _,_ 1ato the future. ftlia 

DCJ' '-U. 

l'ataa mat Rei aa aalaal__..., ~hat\ ... lUI le f&llliMII&. S'- the 

- ...... t<l$!,11111 ... 11 41111 '·· ... I I lli&Ultlilllll ··---tlllll.a.IA•I!tlllllll 41111 

...... ....., .., aa111u ·-·••• ·-- ,.,_ 41111 ac ....- mar u. ; 1111 tii&JIIIt•tlla• 
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tlu:ou9h DeasnMr 31, 1992. Thia 9AYe an expected dividend yield of 4.47 perCHIIlt. 

Iince the yield fivure ia baeed upon atock pricea over • four-eonth period of 

1992, it capture• what ahould be sac•a atock price• into tba future. Puttinv 

staff'• yield and vrowth ranve into the ocr foreula reaulta in the ranve of ROI 

for sac of 10. 62 percent to 11. 72 percent. 

The co..J. .. ion fincla that staff'• ranve ia reaaonable baeed upon 

current ec:onoaic conditione. There ia DO queatioa that intereat rat• he,. 

fallen ainoe 19S9 when the co..J.aaion found the reaaonable ROI to be 12.61 per­

cent. tonv te~ illtereat rate• he,. fallen 100 baaia pointa. Projection& are 

that lonv ta~ rat• will 90 up in the future. Whether they will retum to 1919 

1..,.1• or beyond 1• apeoulati.,.. The high and of Staff'• ranve allowa for -

-• nt of lonv t.- intareat abo-fe current rat ... 

The co..J.aaioa fioda that, aa in 19H, - 1 tna- a.c•a profit­

ability to auch u --that a.c ia tbe Mat proay for cleta~tnv a reaunl:tla 

ROI foe -· - la 1991 - .... ;:aail:tle for 10 peccant of a.c•a a:eww ... , aleo 

10 ~t of a.c• • -Udeted - lecc-a and l6 pe..- of a.c•a -Udetad 

total a•-•· l-ore ....., nharea of a.c raal1alnCJ that - le euoh a •19ni.fl­

cant portion of SIC'a ; eti.oaa. 

The c •nelnn alao fi.eda that- of a.c··- for- au- for tha 

1M__. r18 SIC'• -ucletad 'l•••ti.oaa ..._ - -·· revulMad 

01 uatl-. a,. ..,..... a.c .. a ,._.,, tha c & .. lnn n: s ina .,.... - olai.lll 

1a iU lr 1111 r a:1U of 1 e Utlnn anc1 that r18 i.e retlutad i.e tha 

110 •l•ta~~a .. ar u.- ar .. ,._., ne. 

S'- tha o '•iw .,_...,...that SIC i.e ae ............... .....,. M-

t.a J l Udall WI -· tha 0 IWUa ..Ul ... _.,. tha •t ....._ ...... adJ~Jau 111'--

le ..ra- tw tha n r I a:1U lwW7 tlf llliaf'f •U ... c 'WI&aa 

111 I lllllUI Until dll1lt - la laaa ~ al ,.,. ...... .,.. ... flllllt ---

<llit I Q tltl-' IWI ancl U. Ill I'I!!!:IW ~ .... la I* J 3 &a tha 
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tel.eeGGGI.Uinioationa induatry, the Coaaiaaion finda the adjuataent would not be 

~le. ly uai119 sac aa a proxy, the eo.ai .. ion baa accounted for the rialca 

IWB bali .... it will face in the near future. 

ly ..sopti119 the DCI' ..thod for u- in thia caae ADd sac aa a proxy for 

IWB, the eo.aiaaion finda what it believea ia the .oat reaaonable approach to 

calculatiJ19 an - for SWB. Riak pr_i_ analy-• auch aa tho- propaaed by SWII 

ADd u- of DCI'a by grous- of other c.-paniea do not produce reaulta which are aa 

rHaonable. Althou9h riak pr~- _y, aa the eo.aiaaion haa aaid, be baaed 

upon an appropriate theory, they are not eubject to any reaaonable calculation. 

The rAJ198 of SWII'a analy-• ia fr:o. 11.62 percent to 14.98 percent. The ..thode 

ueed by SWII ~ipulate the data in vadoue -ye, all to find that ethereal 

quantity• what riak doe• an in-•tor expect to be c 1•nnted for"'- in-till9• 

IWB'a dak ~- att~a to find thie dak ~-for IWB rather than a.c, 

tllue addi119 an additi-.1 el- of conjecture eince IWB ie not publicly traded. 

rour of the u- of ..... riak ~- analp4e indicate that inveetore 

find that pot ... tial tn-.tore of ... -ld find ita et_k, if publicly traded, 

to be daki- and tberefon. •1 ct a bi9bar ratura than what staff • • DCI' .adel 

indicatH tor a.c. Die, the eo.aiHloa ball-. do4a ftOt c a art with reality 

and beliH tbe- of rlu ~- analyeea r- A9'llated •tilitiea whc4e •-lea 
an not pubUclr uadad. 

n. c ••u. lloel~ u..t __,.of A9'llated tale dcatioaa 

•UUt)' •••• - ~ k1tlll <Ill•...,... rww c a rlaa aa alt a aatl- to _, 

...-......,.....: ~u•- of..,.,, . ...,..lated etUltiea ..-wa • ..,., 
l-"ialll1&:aae wt.do a..,... a-& o1 •- s a..nr.....,. &44nnt,..... 

- l-. llllli!fllill - _. • .,....rtMIN.Ut)' ........ - ...nat ... llbU'& ..... , lated 

IIIIU...t.U..,. ..... ... ... .. - .. ...: "..Ul - •••••• be­

~lll'f44fllat'--. 11Ma!i.a_.,. __ -.: '"flwaiea...,. 

- \lieU a lt U I ' rt tU<I M llillllqllt _.._ Uo44 ...... lllll!lt rU'Iri'N - IIIII!. 
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·· lll 'lddt.t.ion, an PJ~Gjlgaaa that tha c-i .. ion taJce the hi9h end of thoH dak 

pJ:«<IIiUI!l ft8Ulta at 14.1 percant. '1'hia ia coeplataly contrary to the chan;ed 

oi~ancee in the -ic .ark&ta, and alao, the 14.1 percent waa a 

negOtiated value baaed upon where ah&riD<J would atart in the incantiva J:'e9Ul&tion 

plu. Then b no aupport in any record for thia fi9Uz:'&, nor doe& the 14.1 per­

- reflect where ah&riD<J abould atart under a current plu. an • a propoQl 

would r.quire the c:c-iaaion to auapand ita atatutory naponaibility and &leo it. 

judg!Mmt in thia -tter. 

The c:c-iaaion aleo cunot adopt OPC'a analyHa. A& atated earlier, 

aac ia a better proxy for ... than groupe of other J:'e9Ul&ted c '&Ilia&, whether 

telae "'loatioaa or 9aa. In addition, rather aub&tantial qua&tiOIUI haft b&&n 

raill&d r&9ardi"9 the ralatl.onabip of beta ull&d in the CIU'K analyaia and return 

for 1'&9Ul&ted utilitiaa. IIbera a pcolll' aucb .. aac ia a•ailabla, the c:c-iaaion 

finda it ia - rea 1 able to uH that pcolll' than to att.lpt to &ft'ift at a 

d&oiaioe of wbat a s aniaa : s are with 81IB in ~ rlak and oparati.OIUI. 

The c •aalca fl.nda that the h19h and of ataft•a r&ft9& for 811C uaill9 

the Del' f-1&, 11. n ,.., t, ia the- appc i ulata .,. for an. The c:c-ia­

aion will- ed:t- tbia rata for n-.uca coat& aina& an doe&- pcopaae to 

1-~ 1& the - ht..- and tb&ra &ra 1110 ~ i&MIUI& in the teat J'&&l:• 

•• AMI Drllp!pre 

- '- h I 'a! .. & 111 tl& -· the<:: ... ,,.. tl.nda ~-·a -1 -

., lllillllltl... ·•••·• lillA4hl. Q ............ •l&&l&tt&$ -·· -l -· 

'11111111 1 ' ... lJJ& flaJDI ~- el dU -··- art._. &1111111 eapltal IIII'UGl&a 

Rill lqll& ' 'lJJ&l l<ilUI 11 2111 til -M I I I - fii1&L 2 Ill ILZSa$ LU &IIUIJ. 

- 411111 UIIU l& - lltlll& 11111111' .,,, Jl .. a 7 U 11 I , ' IIIII &•& It laM! a lllllf-- .u. 111 ""'IIII'- _.. e&ll,.. M • 1 r 111. "' , uuo ill$illllld 
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nnatuna ahollld be u...S only when a ~y·• actual capital atnatun d-• nat 

nfleat a raaaonable ratio of debt to equity. 

Balled upon the deciaiona on ROB, coat of debt and capital atruatun, 

the overall !lOR for 8118 found to be reaaonable ia 9.99 percent. 

Mt;• P.tiaP 

~.. ltipplatioa 

BeYeral partie• preaented a atipulation concernia; tbe S1IB .. r.ie .. 

which ahould be reduced if tbe cc-i .. ion found that S1IB h ovenarniJ19. 'l'heH 

reduction& -re a Httl-nt of ..,.t of tbe bauea regardin9 rate deai9ft raieed 

by tbe partie• in tbeir prefiled teati.any. The atipulation, •xhibit 159, 

.. tabliahea iner-ntal reduction in varioua .. r.icea dependiftCJ upon tbe tatal 

-nt of reduction -.lered by tbe cc-iaaion. lix i ...... ~ left unreeol...t 

by tbe atipulatioa• (1) ehaft9ee to LifeUae rat .. , (2) pa:r-t of a-• eluu:pa 

by cellular earrien, (l) .ppcopriate criteria for the ability to .aka u .. of 

call trace MrYice, (4) appcopriate tna-t of private pay pboM providera, 

(4) dinct .!.-" 41&1 uvalt rau, and (6) oppoaitioa to a reduetiOft in -•..,a 
toll nt ... 

'I'M .,c,_..,,"' .. ,.iOII baa ..-"-41 U. R"""iatioa ud vl.ll ~ the 

inct ntal u lntioae unp'> ,_ tJiiON -~ -.a ,.. •a &.UeUM nu. ln 

aclltltt.oa, any .,., • ., ta to r- ...,... ,..... u. -lvtioa ot u. -l...t 

rate tiT l411111 Ill 17 vl.ll II I 1e OC IF II SF U. lJUII'IIIr'l .. oatt .. a.ll --n!Ctcea -~ '>0 

.._.,._....,._, 
p .,,,., u ........ 3 

...... ...u- - 1'1 ...... ~ ..... ,. .. 

ta_,_...._ ...... u .. -U OTILU •• ~ .... -retefoc 

fhlt'l l I 'llllU Uf II Ullo- .. UWl -N'UII toe ........... I ll 11. -a.-
91111'Mn tnnltaln U.C tie ' ta l IIIIi""'' U 14 \11M IITC Nil I'll , a 

11111 !If~ d tnnJiillft IWGI!ai annt lllllllillta tan !IJ!Ii '7¢ ft tillnn-- toe aU 
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13,912 with the curnnt p&'09ru, the coata would inc~H bet- Ulout 

$5 aillion .ad $11 aillion rather than tha $2 aillion a.tiaatad br swa. 

The Intervenor• for Independent Optiona aupport the axpanaion of the 

Lifeline progr .. to include additional low inc01111 cuat...,.ra. 'l'hia expanded 

prOCJ&'U, theM intarvenora aaHrt, will be a auch !DOra wiHly targeted plan than 

the curnnt P&'OCJ&'-· 

The CC..iaaion finda that SIIB'a Lifeline p&'OpOHl ahould 110t be adopted 

ainca it would aatabliah a uparata rata for baaic talapbo!MI urvica in •iolation 

of -ion 392.200, R.S.Ko. 'l'ha rata would be diacriainatoey ainca SIIB'a claaai­

fication for the HrYica haa no clear diatinction froa baaic local raaidantial 

HrYica. The curnnt Lifeline rataa are atatutorily ~tad and haYa clear 

criteria for eligibility. In addition, thia progr .. would c~t• a different 

atanda&'d in swa•a Hrwica territory u COIIpU'ad to progr- in other telephone 

~y Hrwica anaa. 

Although additional fllftdi"9 of the Lifeline progr .. would be in tbe 

public intaraat and would ald tb<He older raa.ldaftta who are Oft fiaad iftc a, tbe 

cc..iaaion Unda that -·· paopoul ia too lOOHly .tructll&'ad and too -ly. 

In addition, thia .la a laqialati,. progr .. ...,icl1 ahould be addraaaacl br the 

General An bly eo t.ut all lU-i A~~idaftta are treated al.aUady. 

o. pe11 " m 

... ...... a cell .,._ _...lea ta eaJ!II • who - -l•Uif 

.,,._.._ W IbN J' MJ.la. fth _...l_ llft!!'VUiaa t.Ht - wUl t­

llwn'-. •U• .,.,.,..,., ..,. u. - "-U .,_. ue u.. a n, ...,. 

111111111\• • tea p1 1 1 nu u.-.-. ....,.. nut t tarift'a a ..... _. 

~ • •••tu&~te -..,a ""- _.tea _, - filii' a ~ ..,.111 · 1 
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ollal:ve and a Hnoioe and equiJilllllnt charge upon llllbacription, Once the cua~&' 

llllbao&'i.llea, the cuatC*a&' .. at than pay fo&' each activation of a t&'aoe. 'l'lla 

cllal:9ea are • 

Se&'Yice Katabliabsant Cha&'ga 

S.&'Yica and lqu!Jilllllnt Chargee 

Activation Cha&'ga 

Re•idaptial 

$2.00 

7.75 

8.00 

lu•inaee 

$ 2.00 

14.50 

a.oo 

'l'lla evidence al~ indicate• that 8MB will aanually t&'ace a call at no cba&'ga to 

a cuatC*a&' fo&' nuiaanoa and unwanted calla if the cuatC*a&' notifiea awa. Unda&' 

thia p&'OCedu&'e, the cuat- ia contacted by an ea~ployeea and -•t dar-t 

offandill9 calla. 'fhia pi:'Oee&a ia 80A CVIIba&'- than the elect~ic call T&'aoa 

Hnica, which ia pa&"foo:.ad by the avitch and ao ia aillplu and 80A effioiant. 

'l'lla cuat- activet .. the t&'- by dl.aU.Jl9 thna di91.ta. 

OI'C JOE"'•••• tiiAt the a-I.Hioa ndua. tiiA rataa for call T&'ace 

Hnica. OfC _...,.. tiiAt the ~ ntn an to ~- cu~ fna talliag 

the H&'YI.ca ao tiiAt a -- vUl ....,ocrihe to caller tD aani.Ga, vllicll p&"O­

vidn the -- vitll the tahf''Fi n ,,. of the oallar. OI'C Ml~ that 

call Tl:'- la -. atfecti- and 1- Latruai- than cauu tD auvi.Ga. 

OI'C pc s IU tiiAt,.. It 1 14 not cllu .. a aanloa aa11i11Urt1 Tnt cllaqe 

... auvl• and t •a 1 rtr .. ,_ cau """-· OfC pc s rrr tiiAt, u wl.~ oaUa 

to,.. to- aori- and al oalla, call"""- aarvloa llfllollW lila fNe, 

vblll ~a tl.OO _.,,.,.. ItT wa aad a ''·• hUn .,. the ... OI'C 1 nuta 

UiR UlNa .,.._ - ........... IF I 'tal ..... ,_ the aarvloao 

.. •n" to l'loa Nlfll' _..., 'lollllll'lo 4illll'ra err u ••• 1a l'loa tau.taa wlaf 

u ••llllillllllllllillllltil.lt&11ll' Gl!lw ,_ the err ; n t 1a OI'C wu 1 T' 01 •• •• n 1 
' ' 1 

.. s 1 a ..... 'lolllae • e •• a a ~ • ft-,'10 -~~ nl• at ;e ta IIIIa 
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IIIII al110 arvu•• that OPC h uaing thia iaaua to oonti- ita 

OJIPOeition to CAller ID. 

The co.aiaaion finda that call Trace .. cvice ahould continua to be 

priced aa it ia. The rata• will anaura that tracing of calla and forwarding of 

caller talepbor.a nUMber• to police will only occur under proper circu.atancea. 

caller ID .. rvice can be uaed by thoee peraona who juat wiah to .onitor their 

J.ncc-.iftg calla. cau Trace .. nice abould be for tho .. cuatoaM~ra who -Y -.1 

police intanention. The co.aiaaion al110 agreea with S1IB that OPC - to be 

continuing ita atruggla againat caller ID through an attack on call Trace 

.. nice. 

D. C.llplar JHKC!9Rp99\iog tvyiq• 

OPC pr05 c ••• in tllia c... thet the co.aiaaion require an to cherga 

Oll'iginatia9 -itcbed accna to cellulA&' CAI:'II'i.,... fOil' tll'affic that ia t&'anepoll'ttld 

aonu tiMI local callia9 .,.... •a hounduy by the -llulu can:"iu. OPC pointe out 

that tllia call -ld be ,,... a land u- to -nul.,.. l.tlt~haftVe call. 

qtn Tal Clallulu Clo&'pontioa (cyba&"f'el). McCaw oallulu c 'llica-

tltia - ,_ tltia Uaittld 1- and U u OPC'e pt pNal. IIIII al- DUUie 

Ol'C'a pr 11111. 

au •- 1a • ettaiiQI'l 11y OPC to ..._ tile a-1aa1oa ...-lalt 

bM llllal PI c:- _., 1 ... and CIIIIIII'UIIIed ptUII II pi ~ .......... ftta tCII 

..,. rt a u 1 ..tla&w _...._. ca.. a.. ~ua and a-to l4t otnaul IIIII'• 

t1 111 eM. • 1a- au ,.,_ ...._. - • • 1 1 t • .,. • aL111tr 

t 1:, a.., z 41 ,. .. IIW n 11taue M ..... •nc u t • ...., 

- • tilllr Ill .... f ' 1'1 'tllll Ia 

... - ....... liP II-- 111117!ftrti!lt••••lllll Ia - MjJIIIII'IIItl lllltllll-· 
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like the c-t..ton•a decbion in thon oana, but raiai119 then tanpatial 

iaauaa in thia can doea not appear to be productive, Giv.n that it haa been 

raiaed, though, the c-iaaion will addraaa OPC'a propoaal. 

The ec-iaaion, after a revi- of OPC'a evidence, ia not convinced that 

ohargi119 originat.l.119 awitched ace••• to cellular carriara for traffic tran.ported 

acroaa the local calli119 ar- boundary by tbe cellular oarriara ia -rkabla or 

reaaonabla. The probl• of Hlf-reporting ia aufficiant evidence that OPC'a p&'O­

poaal ahould not be adopted. cellular araaa that overlap varioua land line 

calling acopaa .aka any reporting uncertain, while Hlf-reporting itHlf would 

.._ to ba of qgaationable accuracy. 

In addition, the cellular cc.paniaa indicate that tba change pcopolaiS 

by OPC could affect the cbaJ:9ea vllicb are aa-aed for other calla. other 

qgeetione are raiaed about the affect of any change and wbathar intere.ohaDge 

carrier toll calla are aa aillilar to cellular carrier calla aa OfC aaHrta. 

ThaN qgaetiona llhould ba acldreaaed, aa they wan pceYioualy, ia a ~M~pa~."Ata 

docket where tba La- c:u ba tullr deval01*1. The c-iuion fincla there ia 

inauffici- evidano. to d1ar;o -·• cellvlar l.at .. OOI ract ohaJ:9ea ia thia o-. 

•· P'F"'! d Qtel D t Mh 

ftl.a ~ - ra!Mod 117 Uoa ....,..._ of .,.,_ and Pedenl 

aa-tb• .,._.Lee CIIICI)). 110111 vi- CUI!IIea a UU Ked La Ilia teet'-J' tllat l.f 

rat .. - ._.. to • 1 nl .... a ~ pciarlq. llhoul4 • vl- to rate 

nltti!U- ,_ 111'- ,_,. lllial !iiJtet t....,. ~. b .. poU.. -· UMmt ill 

- ... tlillllllirllle l!il- IUUit ..... ..a.talio te-a ll't I tnctlea 'tlla't a C f ftlea le 

en •• ,~ - 1 ...... ttlllllrra - lit ......... 'tlla't • - a .. , .. te 

l\llDI ....... 'lllt1rlltlllt lilllllll' eo> U U..,. f II I 'l • 
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~. M•uu bl' ''"'" •t4•ot;ipp 

'l'he atipulation proYidea that lla .. a;e 'l'oll service (K'l'S) rata& -ld 

be a .. i9ft&d a &igniticant portion of the reduction ordered by the ec-iaaion in 

thia oaH. KICPA oppoH& tbia propoHd aaai~nt baoaUH SIIB'& K'1'S baa been 

claaaified aa tranaitioaally cowpwtiti.e ('l'C) and ia therefore &Y&ilable for 

prioin<J flexibility, and that SWB will recoup- of the rate reduction tNollp 

uaa<Je atillulation of K'l'S. HICPA pxopo••• that the -nta uai9ft&d in the 

atipulation to H'l'S rate& be apread M10ft9 nonc"""""titi.e Hrvicea INCh •• local 

buaineaa rate&, which KICPA contend• are priced too hip in relatioaehip to local 

raaidence rate• and trunk li-. 

The ec-J.aaion recognhea the potential for pricin<J flexibility of K'1'S 

ainoe it baa been olaaaified u 'l'C. 'l'he co.aiaaion quaationed staff vitneaa 

Gold'mu and SWB wit-• ~Wbart- about thia 1.- and nel.thar ~­

conoem. SWB baa - filed for a rata band for K'1'S Hrvioe. llbell it ~. tbe 

Comi .. ion vUl be faced vl.th the quoeet.ion of the rea-.1>1-• of the -~ 

and ain~ ra~ of the band. The ~nion belL- that the caM &4clreaaiav 

the rata band for K'1'S La t:IMI-. &fp Gfld&u pl- t:o a:tdraH IUCPA'a -· 

lJea9a atillulatt.oa b a1~ a poe41ibUity VIIH rat .. are n:tucd. ftla 

caa~alt, tbo at, l.a llOO nan - to 11 1 •• r-. u cvat n ~atiU ... the 

....,loa -. ....._ nua are u t 1 I, U., - -i•iav the .....,lt of the 

Uftct.I.M ..a ..,. I R I aeonr IT to ... flow fraa liMit beMUt. ... r­
~~~ be IIJI ndl U the C 1 Mf.ooi•a 9Ml- to U.alt at'-latl.oa, ..... tliantf­

-·a ' 1 I ••• 11, r....., Mlwlec~ .. ~U.. of ldC!fla•a Ul t• en 

...,Ue~ to M.l.aluM a i ? fti!M U llliN nu& .. 1FR I I I I. llliN ..... - pa1d 

._....__.,'lilaa• II 1111 W _ _.......,i!t fraaiiiRII'IIl'ap $Ill tollf .. 

.,....,... u- 'nUll Ill -· a t 7 't:IU .l.llt 7?11111 ..... --- llle­

tta IM:lal ll!e .._ J' 11 w. 0 I Ill~ ~ '-• ._ e JWIM wlU -

dl.al '111 ._ 7?11111 _,, r ""'" traa ._ •• 1 11 u r •• .l.llt ._ -.lat&.w. 
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1. nip'' '" fll4llt xpterqoppeqtioa Mt;• 

At the di-.titura of SWB f~ AT&T, privata pay phone& bee- a aarlutt 

in which oc.paniaa could ooepeta with SWB. The General Aa...tlly c;a- the 

eca.J.aaion lilaited juriadiction over privata pay phone cc.paniaa in 1987. 

section 392.570, a.s.Ho. (SUpp. 1992). Privata pay phcne Hrvicea ara deacribed 

u •cuat-..r owned coin telephone Hrvicea• in the atatuta. The .tatuta c;i-• 

the co.aiaaion authority to a.tabliah rata& or charge& and tara. of connection 

for accaaa of privata pay phone& to the local axchanc;a n.twork. 

Coepetition bat-n privata pay phone provider& and SWB baa incraaaed 

&iCJilificantly - the yaara, briftCJI.ftCJ about tachnoloc;ical chanc;aa to pay phcna 

aqui~t. - pay phcnaa now contain a -11 cceputar atation which can be 

proc;r.-cl to provide talaconfarancillCJ, ••HCJ& foEV&rdiftCJ, advanced ~cy 

Hrvicea and cn:eclit card ac:ceptanc.. 

IUCPA, tba IU~ Indlp&ndant COin PaJphona Aaaociation, hu pzopaa&d 

to chenga tba rataa c~ by- for intarcoomaction of privata pay phcnaa to 

In'& Dat-Il. Ulular ~tariffs, privata pay phone provider& pay a -thly 

C1llu'9a Of $30.70 plu& u&&l& -iti- eharga& >4lich Y&ry With t~ and dl..tanoa. 

JUCR PI Jllllln to alilliaata tba n•a• -1u- C11u'9a and c~~anga tba -thly 

cllu'9a to "- Mtt- •- foe' tba _,. paR}' IPHinau aarvl.oa. 1ft CSII&&& tile 

chenga l.a -· - .,_. ftaff, ftaff nc ria tba 1aaua of ntaa and ~ 

prt..-. PIIY ....- _..._ •t-• • "•n•• s.a a .....-u docket. 

M" I' liiiCI'a RiaH HITFT&l aMI!tc'-l IIUino& Uoat privata 

P11Y -- J Mil '• tba ..U "- Of l" ~iM La 0<11 tba &&allariitc1' llet I I 1 

lt ............. -'·'- ad ... .._,._ ......,._ - - 1111111111 .. • • 

......,._. ~-• &&rf lilt' u; uta. .._ -a.a- - r' ; 1 a flat nta at 

Ill Ill~ lflll!lllllilll Jlil I II ide - SJIIIf'*'1' .........., -··- La ~f.alllill.la f­

l.l"l-~IM;d-STll'phonaJITFT•Iar• Sl M ?t1 t'U-elaH&dfi&U 

Ill 11111, ~La a $ Ml -UIIif!. 



tM ""'*" .\0 t:114e ca~ -.!.• that: IAIIl'e fbt ~ta~ of $30.70-

4f!!i~~ 4Q9~t:al OMt: qf pro9idift9 .-.tea to p&'iYate pey pb!:Nw p&'OY.I.clue 111111 

pcQwJ.dea a c • .\!'tl&ble COiltdbution t:o C n coeta. Tile -i~ alao iDdicat:H 

t:hat t:be ".....,_lt:be chaz'gH do not provide a p&'lce aivnal t:o the eDd ~aeer 

•~ tlla c:-J.aaU!a hu capped pay pbone char9ea at: $.25. Tile $.25 i.e for a 

call of any leogth. 

11 ...... -it:b•e z:at:- -ld be t:O I:KOIH' coai:l whicll, t:Jia -ldence ~. aJ:e 

beift9 nc..-nd t:llroGgb t:lla flat: rate. 

lluecl IIJIOil t:11a eaietift9 $.25 cap lllld t:lla fact: t:hat: IAIIl'e i110~t:al 

coete aa:e COYered br t:be -lily flat: rat:e, t:be c:-J.aaion fiDda that eUainat:ion 

of tbe ~a.....,_iti- cJ1ar9e for pdYat:e pay pbarle Mr<Pice ie na-.ble. '!be 

c:-J.aaion Iinde, additionally, t:llat p&'iYat:e pay pbarle MZ'Yice i.e diat:ift9yiahable 

frc. t:bat: of ot:ller -uere IIOlCb u lnte,...chaDIJe carriere (DCe) hlllbiM of tbe 

1.21 o .. , 111111 ~face ot:llar ace -ld not be a poeitioe to~ flat ratee fw 

aooe.e. 

nUeot:i119 tbe eiailarity bel .... ,cbate pay pbone pcoYiclen lllld 1ft pcoYiclen. 

llot:ll aa:e =:=• .., leftioe aa.uo, a.a.11o. ,....,.. 19921, .... an .,.,_ to 

ain._ ftl'llaU.. ftl:l c '"loa flAdlllllat t11eee ratee ..... w be at:~ 

in a eiallar - lae9-~- IFI t.al -, M ~ 4ID ...... 

ftlel c ·-·- fi.alle ....... - pllft)' .... .._ - I.e -

•11 e a late ,_ .,n- .., ,.._ .....u.. ._, :tu n - a •&AI.aft *l'fe ef 

........ ..a aUt II' b UJ' e!ellar "" ..... II -. ..., - - tbe -· 

flti .... .., ...... t a" a- a Slit e ef te• 1 I l I ....... ..a M 

...sa u lit .. n a , .- .,..... na uc '""" .u:r s 1 - ., Utt •• rto. 
,... 1 7 1 'sr a.llt .._ ... .._.,. 'tr n a .. M • 1111 ea. ....,. 1w 

...... .., ...... IU • ..... LM .. etJC' I 
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'l'he ~ .. ion ia of the opinion that • paedc docket -ld riOt be 

~ficial at tbia tt.e. RatH for private pay phone provider• ba•e been 

addreaHd in tbia ca .. ud in ca .. lk>. 'l'R-93-181 for United 'l'elepbofte Collpafty of 

Hi .. ouri. 8118 haa agreed to reeceo~-Dd a eolution to price ud/or callillCJ acopa 

i .. uea for pay phone• 1ft ca .. Jfo. T0-92-306 by Dec ter 31, 1992. 'l'he c:o..ia­

•ion•a deci1ion in thia c ... -y reeol- the price i•-· 8118 haa propoHd to 

challCJe the callillCJ ecopa of ita public pay pbonee located in 'l'iera 3 ud 4 of the 

Wide Area ser.ice Plan in Jtanaaa city ud at. Louia. 'l'bia propoeal - out of 

place ud any callillCJ ecopa reo u><tation abould be _... 1ft ca .. Jfo. T0-92-306 

ud abould reflect the illpl-ntation of Hetropolitan callillCJ Area ~ice. 'l'be 

C:O..iaeion will not appro9e an•a propoeal in tbia c .... 

• '" •r ~U·s••• l•e·· 
'1'be ~uion bu ~i~ into tbe ncord u llabibit 247 the 

-i- aed n ·do rMI ~ •••• vbicb ceflect tile dollar -t• -ieted 

with tile ~uica•e ••" • .....,.1& •t deo1a1- ia tbla - aed tile rate 

reduotione fO&' tile rete -.u,. deo1a1-. ftllt -au of tbe -io iadiaate 

tbat - 1e --.n1av 1a the --ott of $84,6n,ooo. ftllt •• ; .. to tile rate 

deeip •~ 11'111 cetl- the n n niona 1a reue ..ea1ca. ace .....,.1_. to acb~ 

tbe ... Dtiae 1a -·· ~- ftllt • • .. iae flade that ... --.cu.-·· 
retee • ,.... 11 e late. tbet - vUl be -u., at; • r .. ll ahle '-1. ...._. 

,.... tbe 11 ue• 1a tllle -· ftllt n u atle a-1 of -u.ee -ate .~ 

tbe ill ....... ., ..... $--··· 1a the --* ., ..... ., ..... 
! 'IMp ,.,, 

........... lli111e._.,, ........ - ....... , ... 
-. ......... " •• aa.~_.-.. ...,_,..,. ... _ ... •• a.- a ••-

aa.~ ........ , .... -- ....................... .. "aeslnl 



• 
upe~J.Mntal iftoentift r~lation plP". The upert.ental plan wan Htablinbecl 

ten a t~ period and han been ut:ended until January 1, 1994, to all­

aonaideratioa of a futun eltarn&tift ~lation plan. Tha J:epOrtn diacunaad the 

paroei...S aucoea- or failurH of tha expert-ental plan and offered propouln 

for the ~l~t of a futun plan. caaa 10. T0-93-192 waa aatablinbad to 

addraan a futun plan and lteff'n caaplaint ca .. , TC-93-224, waa conaolidated 

with T0-93-192 ninoe .any of the 1a..... and poaitiona of tba partiH in the 

t- c ... a Oftll:'leRJed. The propouln -t.ea nfu to the plana an iftoentift 

plana. Por the ec-J.nnion•n purponnn, the propoaaln will be viMMCI an proponala 

for eltarnati.,. ~lation, and thun the focun in nhiftad to the ,...aonablanaan 

of an a1tarnati.,. fora of ~lation rather than the niMd for inoenti.,.n and what 

tbaaa ~1.., .. are. 

Altllo!l!lb a.c, ltatf and ,.. av- that an alt-ti.,. ~latioa plan 

-ld be accnp'abla tot-., tbay diffu Oft&' tba at&'VCtun of aucb a plan. ,.. 

PII"'ID .. dl that aa alt_ti.,. ~lation plaa abould be adopted ratha~ than 

det-1•1"9 U- ia ~1"9 U &llavad br ltaff, ftla ec-iHioa, thola9br 

u atated ia tba fu.t part of tllin ~~aport ..,. Ocdw, fiacla that it -ld not: 

fltUUl ita aut~ a:w; :Utility br :t- adoptiaiJ a plaa baaed llpOil -·· 

pee _. wlu..t ru.t n.t.w1"9 ~tatr•n all ... tioan to ~ what a 

:aa1a ·tJe ,.,,.,,,__, .,•••c••..SL.ca __ , r.. - i.e .... ......._ .... u.at :cu •• 

uc La 1. •••u••-. ,_ ... r•u ••1a - ,_ tile &eln nt.oatioan 

.... a- .......... -· ftla 0 ·-·- ia tba ... '1 .. --.a- of Ulia.' " 

............ ,.... tbaa - ia -&.-. ........ , .......... ---1~ 

• cur nh co a a • ,_-. ._ ts .,. uaa r '•'- ._.no~: 

t cut-··,.__.._. t n n e nu c..., •• $'elM. t.tle C 'Miee 

....... Ill .. ····--··· -

~£ ····-

_. • .,._ ... ....._. ••I'O¢a-l&l.e• ,_ 
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. ,, ..... ,..IIMMI!;Ii,t;bllt ~ ~-iacl •int:ain tlie ~al outUM oft_. 

ti!Jptlrillllll••~~t.rreiatt..,. regulatiacl plan and ..u it a s--t plaa ~ 
wlti.oil· - tiii!Uld Qfilftllte for at lean tbne yean~, but with - aute~J~atlo 

-.u~t for an ..S t;o tbe plan. -·pzopDMe that tbe ebar.t.ng gdd ~ tbe 

.._.....__al plaa be -umaecl, 1f yellow P1'91H1 illpatatiOD 1e adopted. or tbe 

pcopaeed ellar.t.ng grid with yellow P1'91H1 ie - out belowt 

anm· Lim. mpiB nr I p 
JD QattMftr 

Up to 10.7\ .. 1~ 

- 10.7\ to 11.1\ .. 

1~ 

oapJ.tal .u.oun. 

Ia eddJ.Uaa to t.11e -u.at.ioo of t.11e llllulllg grid u edj,.... tw 

yelt.f ...... ,_ fiJIIIII a m .U.1U• - cad otl.oa ... lela laol .... o 

(1) •sa I 1 I,UeU.- fifi'~OIIIN•I (I) a c t lit .... 1a ewf.~ Ul II VII C I"C 

1atra..,au 111111- ce rwnn iatL&ItMI 

1-'ll• ... ec•IICil.JI.IIIIl~'llle• ef t.lle 
' •. ~······ 1ae1 .... ~ - .... 

- ...... ..,, ... ,~, c•• • a a ..... ., a111u • ._lillie ••••••••••••,.••:a•ceu _.._ 
I 'J It C411 41lt I UK 4111 cell .......... e•lliLIII11""rr111i11'111111111111•? -.1&41 ,_ lldR ... 

F llli._a,t I IIIU.a. ....__. __ .., l I&~ _ _,_ 

NitS• .. -.n· JP ....... Ill tllllll IJt;l JIUII_, _, CS. tllllll •IIIJJIIillliJI fii/1 

.. 11' 1 ... , ...... a-1. PIIIW tlt•ll!id ... .... ., ...... 
c H 1«' 111111' _, .._.. - .... .,.. -!Wlallll•l .,. •••• ••III'IIJZ ... f U.. 



• 
'1'0 cornapond with t:be initial t:hr--yeu period tor t:be pz'Opoaed plan, 

an VOIIld -it: to additional in,.at:.ent in facUitiea. Pirat, an pz'OpoHa to 

deploy a digital fiber optic telae: snicationa ayat- bet- central ofticee. 

In addition, an propoaea to extend t:be fiber optic natvork to reach acboola end 

Mdical facilit:iea in ita Hnice territory vbich vould be capable of proYiding 

Diatance Learning end Tel-.dicine. an alao propoHa to accelerate the 

eUaination of party linea end c:c.pliance with the ec-L .. ion•a baaic local 

Hnice rule, 4 CSR 24Q-32.100. an eatiaated ita total in,.._t to be 

$82 aillion but aoditied t:hia ..aunt: to indicate an additional approxiaately 

$55 aillion to extend the Diatance Learning facilitiea to priYate acboola end to 

proYide on-pr~- <XlD&c equi,.aot nuded by all acl\oola in ita ..nice 

territory to participate in Diatance Laa&'fting. 

Optione IIIIJIIIOIIi't tbe nalrraiaatioa pcwtioa of -·a pc :=nl and na I~ 

ec-iaaion adopt ~ -ire pc ;nal to act!~ tbe tech-in9ioal ....,_ tMM 

int-• penei,. will -.. t~ -·a pcaJnal. lpeci.fioall)', ~ 

Int•rwanara f« Ir J 1 ' t Optinne, Wicll an a 9rcNP of ...,..iaatinne 

capcau t!at people wt.U. dt.....Ut.U• ... oliiK ,_ 1, - ~ 1Nll41.11t of~ 

aa • ft4ll' al ... tile,_.. to tile u• nt.aa of at 1U• ~,_. ,_. ,_ .... 

will .. •hrlllU.ll,t.aa. - lMI 0 a I S& 1-'II' a.p.. ... &I 1 tMt 

,..._- • rn a.p.. 11e • to s • t1111t t:~~er- ••n lillie" all •uu l't. 

.-..UIJU. - lllll 5 • p 0 I tile- of a fl~ of 

JhU I .... 1 U•U II ' 7 I ilaa - I tle, - fW. -

til ..._,.,.u-,. •••- ...... c:tl 1 wu..,. c•• ,... ........ 
IMbl$• .......... - a!fl le. ... 1111 R ... 

b I 0 a 

7 au 1 I" "_..pI I- ............. JSP1W ---

I, 
' 

.~ 
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I 
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I 
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tlley ... IWI'R fi"!PI!Ral aa opening all araaa of 111111' • Hrvice territory to fllt:lln 

•ideo-telephone ayate.a. 

'1'be Ragional con.orti- for llducation--SOuthweat, Kia~i Induatrial 

~los-ant council, KiatiOUri c •nity Bet:te~nt ..Sucation ll'ulld, r~icktown 

~ of C rce, raraJ.ngton Ind\latdal ~l~nt Authority, SOuthweat 

Kiaeouri Office em Aging, Carroll COunty ~nt of ~c ~l~nt, 

Mrian R-3 School Diatdct, City of IJ.xa, Ki8ti0Ud, and st. I.ouia COunty JAA9ue 

of Challbera of Ce<-~azrce aupport tbe -.s.rnhaticm portion of 111111'8 propoul. 

TheM organbationa and public -titi .. - tbe fiber optic infraatructun pro­

po...S by 111111 aa a neceaaity for tbe deftl~t and attraction of buaineaa to 

their-.. 'fbHe organiaationa and public -titiM- tbe fiber opUc infra­

atructun aa a key in ... m•c deftl~t and in -ting additional educational 

opponuniti... Only with an lldequate tell •nt-tiOQA ~. - by t:beeA 

pertioipanu .. fiber optic, will the ecc c to tutun of their ...- •nlt:iea be 

aided and their ecboola be able to Lnct 1 ... tbe .,..uty of their ~t:icm. 

•· PMrc•• n w• 
atatr•a pUf aal ~ u al~tha 111 laticm plu ia, tirAt, 

tltat t:M a '""- aetuliall ,_ ...,. ru 1 •w ratea ...... ..,_ atatt•a 

slaiM-... , Uiac diece.,. cue .. e ...U.U-icme to t:M ~-

nUU.. ...-..r t:M ...,_, nel plan. n. ..unaau &Ml.,.. Ul a et· p 1e 

t:M - U 1 I t.tM ~ ........... Cll tile plan ..... 141 leet At 1eUit 

.._ ,_... ... CJI - ' a• .. ...,.....,.. to P1r &11taa..a • ....._ .. tw tile 

ala--····· ........... . _,_ ... •• u-. Met ,.., ...,, 

..... " ....... -·· a ' llan ,.,..,,,.._., 1o11t •••a'IJ'..,,.••.,. a Ia.., ._ D&S'taaw 

;;'.18111111 .... 111 .• &II ._ ........... sa·r- I 911•1 II J 11r'l liM el ale. 8Mff 

.,.. :t• 1 a a w t· Jill ._ 

It 1111 - 1111--.. • a m, ._ unu a a ; ••'as •••••••••••••• ,_ 



• 
·· •• , .... tlbe 114cU.tion of an eaogenoua factor adjut.ent if intraLA'l'A pnll\lbacrip­

tlioo ia cmtenc~. 

staff'• propoaed grid would be aa follows and inclvdea yellow page• 

'!''TIP' LIIIIL QMIM PIR1 IIS:an. 
Jill qyet=pr 

Leaa than 12.61• ROI 100\ o• 

o.er 12.61\ to 17.61\ ROI so• SO\ 

o.er 17.61\ ROI o• 100. 

c. PIC'• II'PIPM1 

o.c atatH tbat it would aupport an altarnati- NgUlatioa plan if tile 

an aobifted, ~ pa ;un tbet a plaa Mooald 1ut for a u.a .. JIK llin'-

pedod wltll -t.e. ~·· pao; nt allarl.ag p-id, ""loll illoliiCIH illpatatioa 

n=w Lilli.. 'TM" = 

• om 
a- t11U 10. h ROI 

G-100 ........... . .... , .... ... 
100 .......... ,., .. 
.... 10 ... _ .................... .... 10...... .. 
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• ·!lluNI~ would be 71 percent eharing to cuet ... re for tbe firn 100 bUb 

""'~• - the authoriHd Rail, 60 percent &baring for the -.t 100 baeie pointe 

-~be au~horiHd -· and 50 percent eharing up to tbe cap. IICI abo aupporte 

effeot:i'fe -itoring during any plan and reetrictione on 110110p0ly rate iDCrea-. 

IICI doe8 not bell.- tbera ie a ,...,..ury link bet- 80demiaation and an 

alt-ti- revulation plan and bela-. that .aderniaation abould be .. aluatecl 

on ita own ..rite, not ae a prerequiaite or adjunct to alternati- regulation. 

•• C:OIIJI'h1 

co.petiti- Telae• anicationa Aaeociation of K1e11011ri (~1) nat­

that ita initial poeition ie that tbe exper~tal iDCeftti- revulation plan -­

a failure and an alternati- regulation plan abould not be allCIOMCI. CGililfvl .,.,_ 

on to nate that if tbe ec-iHion fillda a plu rea-ble, it abould follow tbe 

nructure pcOfDUII bF OI'C .._.Daring-- at any 1-1 of eeraiftge U.O.. tbe 

- authodHd bF tbe c 'Hlon 1ft caee llo. tc-tl-224. c stwl'a IIUriftiJ grid 

JII'OPOHl diffece f- OI'C'a 1ft tbet it c.zeacc--lld'lee tbe Daring~ ..... ge 

after a f~ ~ iaoz 11- ia Rail ratbelr u..a tile u ... ; 1 u t pc ; ull bF 

OIC, ID 1'8 npl7 lwlef C &hrl ....... t.laat UJ' al~l"' Nf'll&t.loa plaa _,_ 

.. -
a a al Olale ~ ••-~~~•~laMliiLc•• .-l ...._ U. .,..u.._ u.t 

LSI eaU. of .._. .... of ale ,.,.. a e •••• La l ; I u. &ll' ua, •nulqr 

of "- '"'"· - •• u.t as esu. at • alll t'l- .,..., .. , • .,ua 
fw- -a. .. • Ill &?1m of u. D 'tt'm•e-- _.a. ear a, 

.... I tile I 2 OUTIJI IIII-I 'n'm"'dlt I J'lalll IJ, ........... -

MIL I - ! 1'. ll • I S'M La a' lh 11 , .. ... 

u·,••• all w. Ia rr:um, - .,... - a_.. 1 a& 
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I 
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a...-l.F' of bLU• wbicb wooald llaft au-.s altematLft e»: u-u.. nft\ll.at:LOCI 

indic:oat:H that tbe -.:al M...,ly bu eapcet~Hd it• will &9•inR nc:ob f- of 

ngulatLOCI. rillally, MC'l'A U91H111 that tbe c:-i••ion ciUUIOt require tbe ,...wral 

body of r:atepay.n to fund tbe 'fel~ic:oiM and Dinanc. LeamiQ!J 80demiaatLon 

pzoponb of sn. 

a. Attiorply fnerel 

'l11e Attomey -al t.U. tbe po~~iti.Oil that tbe c:-i .. ion doe• not 

haft natutoey autbor:itF to q~pZOfe an altematiw ngulatiOil plu fe»: sn 

becau- (1) it COilftitut:H ~i .. r:at:n·klft!J, (2) it ..-tailla u 1111lawful 

-r:ator:i_, (3) it cr:eatu a •ariable rate ac:beee, and (4) it COilftitut:ea 

ain9l_i_ r:at=·k'ft!l• wbicb b ulawtul. '1M Attomey -al aleo ss ana 

..... 80demi-t101l pr IJillaal u requir:iQ!J ..-tr:u..at~ 1a aid of ~10ft 

wbicb ahould not be iacllllded 1a r:ate beee. r1aa117, t:be Attomey -•1 ~ 

t:bet:- u t:be c •-10ft tiade it bee -1lt:O&T a.atbo&"ity to ass:ooe ..... 

plUI, t:bue b not C 5 lteat and MlblltaDtial .,111 W 1a t:be -" to 711JIDI't 

tbe plu. 

•• • ..... ppgtptep 

.,._ ,.U.. ... ~ tollUIII ..... I I I I I .... pr I Ill fw 

al-..aauw n••••lW...,.. ,...w.n t:be a •wa. wltlla U1 • ~t~ -',.u. of 

.- a • tal 1 , ... .a-..,..- .-a 1 ,_. tollUIII ._ "'' • .,a.._. 

• z u u .,.. r '•&• , ...... t:bet 11 u. .. .., • .... 111111 

....._..., .... , ,. • .....,...,, ,,..,._ ...... aofmu e taoaMII" au .. 

c 4 IAIIII• .,a. ..,. -. a 4 n ...... -. •s-d.'MIIillr•• ._... _. a .a- -a. 

tean:u. .,.. -. •LLIIIIIIII?•••-r• • ._,.,..,. ... , m •• • .u .. 
a 4 ,., 'm .a= aa t:be ..,sal_...., •• ..._ - ..,.,.,•rrllll1illn•._ _ _.. .... _ '* ...... •-•l'ltr su' a Hi • 11 uc • •••Mir •nn nt IIH UN 



""'lation plan, u de110ribecl ·ill tbia Repbl.'t And cmt.r, and that • CG~~pU~y .. ,. 

90lvnt~ily agree to operate under auch a plan. 

A quick r•Yi- of the .,!dance requcU.ng the axpad•ental plan 

iftdicatea that it -• aucceaaful in that it ga- the ec-baicm the OJISIOI.'tunity 

to gain axpadence ill regulating a ccoopany vnd4tr procedure& different fi'OIIl 

traditional regulation. Tba evidence indicate& that a~ing did occur in the 

tint two yura of the expar~tal plan but not in the third, and that 8WII 

achi~ aignificant ROK& aboYe that authod:ud in cue Ito. TC-89-14 ill the 

two yeua when a~ing occurred. Tba .,idence alao indicate• that nlati-ly 

t- probl- uoea through the -itodng procadurea and any bauea which did 

occur - naol~ vitbout requiring a ~ing before the ec-tnion. In 

addition, dw:ing the period of the expart.ental plan IWII Mde apeciflc netvork 

upvradea u required tiS' the egz 1 ot -abliahing the expar~al plu • 

._ pertiea -.ad the upu~ plu baa - aa- Raaaaaful. 

Tba Mill poillta ....S to WIPI 1.'1: theee ~t'- an that the pacceatagH up1111 

vtaiob aiiArillg - ul uu ad van t110 11191a and tMsr au_. - to a as a in 

-•i- -• ot lta earaillga, and that the -l'llrll: 1tatrnlaati011 vqnati­

'- - 110 wnn- _,_ the ..... inraetal plu ...... ...., -11 ... _ lloeatl 

aMU to that: the ..,.r•n tal p1u- a aanrn ••n1w n r nlaftioll ot 1U 

.,._- u lrn-.. aa put ot u. plea. ..-L1tr ot -.1ae- •1•telnrd 

IIIIUe Male ..... I I I ......... -...... ..... I II tat aa Qt•t. 

1-a. liS I ILl& ef U.f.at I 1- 1t llnta &I' IIIS~l--111 .. $. 

- W lUI t .. U. ~S ... rt'-OIIIPiilall& -- lU I U eo llle llleaatl 

~.,. .. .,..... 1 • n ,....... • ....., .... , .. ...._ ... ..._. 

--.. ..,._- ..... -a I 0 I I .. i 1 'dPII S'lPI I 1 ,.,..._, .-..a. C1N 

" I - ..... .. - ......n.- IIIII: .. - ..... I I 111111&. - I 
• CJ a ...... ,.._ r 'MIIIesn a u ..... ..,.... ... .-.et , .. 1 atittt• 

I 
J 



.... ~.1 plan, - Wll ... ,~. '1'be -.i.S.tit;iOft Of aJ.l of eMile f!UII:N& 

ia OMaiat:ent with tbe OMIII•aioft'a obligat:iau ·lllldft tr..Sitional ngulation. 

tion pJ.r.ll i;, 1"MID '4hle- ... t ...Sificatiofta -.1 to be..,.. to a plan to...-

it r-~le. t't!e a-J.Hion tiftda that tbe eJIPft~ plan allowd it to 

tulfUl ita "tat.utoll'y obli9Rioft of balaact..g a s 1111' and ntepa~ ~· 

ratH. 

Cl~ cllat - .. l&ld UUI&hel:r ...... tbe plan and tbet rat fiJK& 

tJnU.• • 011· ,.,_,~~,_. .. ..ut ... -a.u.e ~ a , ctwa -w ....,. .... .,., .. aa:r 

11 ret~~~~-.~.,,.. .. .,..__,, ••--u ... ...-• tal 

.a- !IIIII M'll ..._ 1a ,auc. Ia u•tt•, tbe r '""-- ......,_..._ tJauu 

lit ... 9 •t Q'=-a41 .... i I I I,.,., ....... ___ WII&a_,... 
•-.. opel nu. .a-. - ••n' .. .,~t~n• ,.,.._,.. tiJm :1 EJU ......... 
1IIJt' I {W-.- t...._~ ........... _. ............ ---
- _.. • Ia ,_, I I: ... - II 110 

... .._ ... __ _.._ 
· rn ~_, •-ll'l l.tkeaa1-••• Is 11 • • • n · -....,.a 11• tll-



• • 
ckMt• not ali...,• that S1fll'a prioritiea -ld ha- b8en the - without the 

ACJCF nnt and the plan. 

In addition, the ec-iaaion finda that 8118 -ld pcobal)ly ha-

-tinu..S with certain of the efficienciea which occurred during the three yeara 

regardleaa of the eaper!Aantal plan, but the ec-i .. ion beli- tl:llt S1fll'a 

efficienoiea under the eaperl.8ental plan. Theee factora, the ec-iaaion 

beli ..... a, render the eapert..antal plan a aucceaa and aupport the approval of a 

plan aa daaoribed in thia order. 

The ec-iaaion fincla, tboucJh, that u hu b8en atat..S ~ioualy, any 

aa aatabliahad aftec a re.i- of S1fll'a can •• requJ....-t. 

Ht juat and cea-.bla ratea in thia Jleport W oeder. 

alcea4y inclioat..S tbat it ~ld not juat extend the eaper~tal plan with the 

80ditioationa u pncFDI14 by ,.. without ficat alla .. aiag atatf•a allegatioDF. 

In addition, the ec-iMiOil fincla that it -ld - adopt ..... 

p&'Opo .. d plan Oil ita -.rita toe -al ceaau •· Pilt'at, ,.. •• pn ; ual to cadaOil 

rat .. by 122,000,000 1a t .. u, --uatlo -, -~ ... inat the se.,tn,ooo 

......_toft t....a ~ M nau aflle -.,. U.. c ••&.oa. aeaanc. -·• pcu;a•al to 

•iat.U the 14.1 111111\ inU\lal -.rLaa~J .... 111• (wlUI ,.allow ..... 

~ioa) ..._,, • the a-- of..._ .... tt re 1 out n· ..... lcltl en 

I ?S II I t in the ..... of Rl\ae a-. ftU<II. the .. Ill I ta •till ta.- the 

........... of ,..llow ........ .._ ....... lie.. Ill $&. .... -I h 111• 

by the ..a1 1, ~. -·· • ·-·- .. I Ill..,_.., -W F1 1a1 a .......... .... .. • :d..., of iil ....... -- I' •• ,. ........... 3 

UillldtiFZ1 r I• iiPI5IJ1IfiFII 11.1118 WRI tilt._., •- ,._.... ·ae .,.._ .... 
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•• priltJ.- ~- 1ft IWI' a pa:opu,_J., tbe COIII!IIlefion oaul<l not Hqpl: tMt 

Jo¥opOaaJ.. 

-.en tbou9h BWB baa atatad rather bluntly that the co.alaaion auat 

aCC411pt ita altarnati- r89Ulation propoaal or it will return to traditional 

r89Ulation, tile co.alaaion beU.-a that IWI abould accept a rea-ab\y 

atructurad alternati- plan. b9ardl .. a of IWI'a atatad poaition, it auat be 

-are of tbe c-1aa1on'a atatutory obllptiona and it cannot con•illcift9ly &r9U8 

that it .. pected to continua to be allowad to retain earnift98 into tbe future 

baaed upon an experl8antal plan ualD9 1989 financial data. Detlpita swa•a -' 

optilliatic and contectloua poaition, it auat ha- reallaed that tbe realiti .. of 

Kiaaouri 1- and tbe a!-' ~leta oppoaition of all ifttereetad parti .. would 

require an earnift9a u-atiption before any altarnati- r89Ulation plan oauld 

be conaideftld. 

tile co.a1 .. 1on baa OCIIIpletad ita -la'- :: Ca&Ain9 -·a earnift9a 

1.-1 and baa odlnld redlact'- 1ft ratee to refl~ wllat it baa found to be a 

reaMM1111a 1-1 of aanJ.ft9a into tbe tut...... tile co.al .. loa, ~. -iden 

tbe ... ,, aa ....,.u t -iaion to be only _...u of tbe ftllllinMI -lt of 

thia -· tile c ••loa bel~ &bet tbe ...-~~•-.ctaal plaa- ftft1ciaat1y 

INDDIIahl to ~ tbe ....,.loa of a futu<a plaa allailaw to tbe ...-illaetal 

pl-. tile .,.U of tbe plaa -141 11a to ~t.a tbe -~ t:at 1n -and 

I'd,,,,. ldNwta wtatlallaol La tM : a Laid - ... w allow ,_ 

etflal I• ... llllarlat af ur • 1 'tk at: .,._1,. _..._...,.. 8otll rdOII,_. 

... - 1 141 t:a3111f.lt ,_ • U I IIUa pl.all. SJ'II 4- -141 -- 1.11 

snm• •• • • • o •• ...-. ...u. - .u& ..... • as e ·- • ....... 

,.,...... t 0 ... ''UA: .. -~ 0 uw ... , ·---...... --.a •1na, .,_.._ .. .,.,. ... ,, .,,..._ ..... 

•• • ••••••lltltaa • r n • •,•~~e~a11111111 aula. 
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Tbe OOMMiaaion Aooela~ated Mode~niaation Plan (AKP) would extend to~ 

fi.,. yeua, Tbe OOMMI.aalon hall conaicltt~ tbe ""iclttnce concemi119 tbe three-yeu 

pedod of the upe~iMntal plu and the neooaaity to extend the plu and Ilea 

cltttonined that a futun pliUI ahould extend beyond thne yeua. Pi.,. yeua would 

allow auffioient ti8a fo~ ... to t.pl...nt lillY long r&JI98 plana and would allow 

a certain _.nt of atabl.lity to na operationa and rata• .-r a aubatantial 

period. The tbo-yeu plu could be extended but only after 1111 audit of sn•a 

eaminga in tbe fourth year. Any c:oeplaint caH balled upon 1111 audit would ha.,. 

to be filed within the ~h of January 1998 ao that any headft9& and a clttoialon 

could be iaaued befon tbe end of tbe fi.,._year period, Juuary 1, 1999. 

In addition to tbe audit, report• concemift9 the AIIP voulcl be filecl b)' 

.... ltaff, OfC or otller intereated pareona during January 1998. 'fheee report• 

voulcl be ooneiclttaecl b)' tbe ~-ion in cltttenoinift9 ,.atller to ooacloaot beerift9& 

and whftller to ext...S tile plu for u additional period, 

For ~· u.,. J'IIU pedod, - voulcl ..,.. to forvo uy .,.._ral rata 

iiiCI~~ea- oc apiOUio ra\4t iiMu una to .... ic 1-1 -.ioo ratoo, lletropoUtu 

ca1Ung ~ _..i.. additlft ratoo, o.atatate callillt ar.a oonioo rotoo, 

o n•ity •~ ._..i .. rotoo, Ta a a tar 1 ra-, or Ura oanoa ratoo or ana ... 

toll ~a\4te IE a II~ U JIU' of - ... TC-U-224. AD I qUoe to tile .. I t 

nol to n1 .. nue ..w - u -·• - toll •'- 10.11 par t ' duillt ..,. 

J'IIU IMieail ...... Ura .al-illt J1 I I .. LIUitU. .... l.a ~ I i ~ W ..,._, 

..... - lA OIL& i IIIFl I a $ Ule -· 1& l.a - 1111 *\e to al&.. a 

s r'al ... - fUJ.at ...u -·· ~ toll • \eOib& aoe .._... ,..._. 

-.... .... - ........ -.. • ......... :····- 11-.WtU.e. 

a 1 .a ... IJIII11d',- .. _,........ n .. - ,_a. W&.~~~t ... .... _ .. .......... 

' f 



... 

~11;14.,ii.OD ·flDU tbllt .... tit a alluhi9:vrt~ ,1• a r.~UtOnai»J.\!1' 1M .. !tci4 

!tf: ~lftt ~ witlll ~·· '1'be oo-izaion findll tbe followillfJ Qariftg 

p.t.d to be --.~»J.e baa.d upcm tbe ._ of 11.72 percent found to be rea-able 

''M"' LI1PIL 'DB™ ', •• ''&Njl - SPftCeer 

11.72' to 13.22' RDI lOOt 0' 

~ 13.22' to 14.22' - 40, 60, 

~ 14.22' to 15.22' ROI 50' 50' 

~ 15.22' to 17.22' - 25\ 75\ 

~ 17.22\- 0\ 100\ 

a. can be - fcc. tbe abo.e ahaJ:iag grid, - -ld be able to cetaia 

euni119z bet- tbe aatlaori&ed ._ of 11.72 penent and 13.22 ~· ftaia 

nnotun ia alaUu to tM - •n oued ill tbe e.pvs-tal plea lllld 1e -

illtPl_.illll Mo11t"-1 ettic'-iea• lllld U ia - ~a-1... of tile wy 

••Mit"-! ret ..... --· 

IIMU tile C ....... .,._. a ......... I lt I iaMI a - -· ... illf tllie .... 

- -- ............ - -a.l a 1•1• .U ef ita ltr I If• ttie tt8e ...... 

-all ... ,.._._ ... , =-... ..,..__pllliJ'U sal,_. • ....,., 

-·· I I tl a...t -alii ......... I lftM lit' lllilllll- • t t I II tat 

c. .. r 'ootn • eleJIUl••••M •a--••••• • ••• • Ml r lte. en • ., 

tslliU ,,. t J' rur 1111 .. a-. •sa•• .. Riillllt• -w lnasnt • • 111 e , • - • 

It kill I I I .......... .., 
I 1 t .._. _______ ............... .._ •• ____ _ 



• 
111!1-.ln theM cirCUMOtancea in a ahari119 grid and all- - ret:antion of urn­

t,ag. llefon aharill9 would occur. 

The aharift9 parcentagea and cap in the C:O..iaaion'a aharing grid ara 

a..aecl UJIOil the c:o..iaaion'a .,aluation of the .,iclen- in thia caN and the 

expart.ental plan. Thera ia no parfect: apread het-n aharing ac.a nor in the 

par-ntage of aharing. The c:o..iaaion'a aharing grid, though, doea contain a cap 

aboYe which all earninge vill he returned to the ratepa,_r, Tllia cap 1a 

aupportCid by all of the partiea and the only contrary pzopoaal.,.. IIWII'a poaition 

that yell- page& t.putation llhould not be incluclad in the aharing grid. Since 

the c:o..iaaion haa t.puted yellow page& to an, that t..putation would he ueed in 

calculating sn•a aa.. The 17.22 percent cap ia -ly the- u that awcoved 

tor the upart.ental plan, but thia cap includee yell- page& illputation vllereaa 

the expari8ental plan'• &baring grid cap clid not. 

Tile o&loulat1oaa ueed to~ what -·•- ia ~the MP 

would lie baaed oa ~ deoiaioaa nao~ad ia TC-tl-224. Tllia includee ~ oaplUl 

atnclture fouad to lie na11 able. ftia - capital et~ would ~in the 

- tMn~hat tile teno of ~ ... and would be utiliaed for all &baring 

o&lnlat1oaa "'* st a t tile ,_iod ot tile .... 8&9iaalllv ...-~ tile MP 

-1• 11e ..-.. -•utlllried t.e TC-tl-H4. 

ftle o-&wlea flada Ulat _i_.ing fC Ill,._ eWlar H tlloH 

IIIOOiiA ,_ t111t -..r' lal .a-. wlUI _....,. ..all&eat&eae,- •Ut.o'-t 

to •- _...,... - fC e llJ' alftlatliA. a. a 'wt.oa wUl ..a&.fl' t1111 

u u. ,. • t w ., t1111 a u • .. a .,.._ .. &.aaoieda t1111 a a ta u.w ., 

__,.A« II .an Ia 9 PIMa 0. 111 II \re l. OIJICI'O ... trlll I II HI Ia 

bt'N't &-. 111110 e. ttU 0 IIIII ..... $2 i 11& ,_ I tU .... $1111 

..._ Ill 7 'IM'tl 0. I P \re l. Mil S. - ' 7 rt• ,._.. ..._ 

811 ' u a ,.,., • _..... Ptoe-. e ld 1 Ia- a 1lUJ1 t 

... -.u .,.._-. .. tilt aef1 •-- Ot a as...,.. 
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:ptmiltll!iJ oaJ.O.,laUone with a •int.a of dbput••· The~ allovltaff, 

... ~'ofc to b~inq unreaol.ed diaput .. to the CO..iaaion fo~ ~lution. 

tile co.aieaion finda that the procedu~- which allow fo~ unreaol.ed 

di!lpltft to be brought to the co.aiaeion providaa a neceaaary nfeguac'd againat 

abuH of the .IIKP and a -••ary procedun fo~ .odifyinq the plan if cUcna­

et- wer~ant. '1'he co.aiaeion dcea not beli- the addition of an exo~u~ue 

facto~ ie -•aary o~ ~-able. ... p&"OpOHa to include exogencue facton of 

$5 tillion value o~ g~t-, while ataff only propo- one exc>cJe-• fa~, 
int~aLA'l'A preaubac~iption. '1'he co.ai .. ion finda that any ~· facton that 

IWB, ltaff o~ OI'C beli- -ld ~equin a .edification of the .anito~inq 

plrOCeduree can be brought to the co.ai .. ioo fo~ ~lution. Tbia will allov the 

~iea to atta.pt to ~1- any diaput .. ~ing the ao~anoua factO&' and 

will allov a full ~1- if - naolution ia f~hco-tnq. 

'1'he co.aiaaion alao finda that ~ on cnldita ia not ~~ able. 

The cll*lita an paid - appcoaiaately aia _... ·~ the ead of -" ~­

inq padod bee- of the nuuaitr fO&' calculation and rev~. - llbolalcl 110t 

be penaliaecl fw tbe clelay cruut by tllia pcocabre • 

..,_ tt oell tbe -u• ra ind1catee that aet oan zalant. .. tion aact 

altec .. t1.. "'91llaU.- an not n u uauur , ead that al._t1 ... 

nt~~laUoe ,._ la -~ - '-- beall C£ oacA viu..t a.F .... Ulc 

........... ice JC o nl, tbe c •••- , ...... that a -'- te P m1-1on 

......w~ • • ,..-t ., tbe a1tea au .. a a 1aa .._ p&ea. ., U-H111 ........_ice 

te- ""-···- ....... -. ... r ~ .. ,. - ... I ................... . 

ot a ,..,, '111a- qs r - M au of -·• _.... 

._...,., lie ... .S... - IM - - I.e a .. Fll ll.elt ·-··--

1 t If Uee esA .._ ft 'MUII!f la al 1J TIM 0 IM'I•, esaP .a-

- 1.e -. ,., t'~ -. - a szua,... - • 
••n111 a _.. s IMW 



The c-i .. ioft fl..DcU thet --:lor c 41 -t• of 81111'S IIOdemiaatl.Oft 

plan which it included in ita Dltsl'll&the regulation Jll'OP08Dl .... rea-able and 

should be iapl-nted by 81111 u put of the NIP. 'l'haM puts include 

(1) acceleration of the aliainati011 of puty linea f~ 81111'& Mrvice t ... rito~, 

(2) acceleration of cc.pliance with the r-inin<J requu-nta of 4 Cllt 

240-32.100, to be in full cc.pliance by .July 1, 1995, and (3) the coaatructiOft 

of a fiber optic infraatructuze bet- .,_tral offices. In adcUti011, 81111 abould 

J.natall additional fiber optic linea bued upon ita UMD-nt of the naeda for 

that infrastructure to provide IIOdem telec __ .,•mnicationa technology to ita 

cuato.ars. 

The di9ita1 DS-3 fiber ayat- which 81111 hu indicated it will deYelap 

will all- both buainaaa and reai-tial cuat-a to ha- acccNa to a atsts of 

the art telae nlcatiOftD ~· Da-3 provides h19her band width ~ to 

support full ~ bivb fidelity audio and hlvbH qgality •ideo tr-iHiOftD. 

fiber optic facUitiM .... Oftly ainwally aff-ect by aoLM factora and require 

1'"9-•tlOft 1- tn, 1 r tly, tolaic1l ..-. thea- ceU..,le, with a - stable 

and ole&I'DI' alps&. 1M.,.,_ will poaitLoa- to provide fw the -1c1pated 

91'0Wt.h in t sed tw deu, w..,e, and •ideo u ... , .. '- a??d provide -.~ 

noh u ._.. ca,utc- ~Ucall¥1: •ell), •ideo •' t, assd pf..ftoan ...... 

1M .._ .... fi'Lll 15 .... by U. C IRLoa will provide Wffl.o'-' 

,_.. - U. ft.w JIU ...._ .... of U. ,_ fOir - to t.Ulll Uoau 

~ 1111 lt ta. 1M 1M ~Mala ...... an u. n ;ana& assd 

U.U wU1 1$ e t Ulp SU .Uliaa a ,_.. a.t SJ ar ........ 

111 a. U -·e - La ....... U.l; , ''l•ll 11 lll'lhl will a. 

•• Uele &laall- wU1 a. alii 11 • .._.a e1 ....,.. a a 1 • .._ 

• a:,. s• a '"" .. wLU ...,.. a ....... • • u IU ••-••lac••• 
W71111rt.a.LQ, •• ,,._La_,, .• , 11 • ••tr••'"•w•.urwa.ur 
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n&li.eYislg eJ&Uar -lta. '!'be Attorney General' a witneaa COoper teatified that 

J:lll!er -lcl be prcwicled ua1ll9 -iating facilitiea, di9ital ..,itcbea, ayetw 

aipalislg- (SS7) and copper wire and that technoloviea to prcwide Mrticetl 

noll aa bi9b qaality Yideo, bi9h apeed data, Mter reading, diatiUlCe learni.ng, 

Mclical iaa91119 and hoM ahopp1119 are already in -Latence. Cooper adda that a 

l&r98 nllllber of ratepayer• already h&Ye the neceaaary eqai~ to utilin the 

Mnicetl without expeaai- adcliti-. eoopar•a conolueion ia that 111)11 ehould 

be deployed until broadband fiber optic altemati_. bec:oee .ore affordable. 

OIPC witneaa Dunlutl indicatea that t- of the tllree cluatera in-lYed 

in the Hia-ri lnteracti- Video projecta uM DS-1 technolevy .,_r copper wire. 

OIPC •1- prcwicled eYi..._ thet Mclical iaa91119 could he achieYed ua1ll9 DS-1 and 

copper wire. '!'be cliff- bet- the DS-1/copper and Dl-3 fiber optic, OIPC 

aa~a, 18 apeed. Dunlutl -ified thet -Jaoed ..._hs t ot c:;;u 

oapdiUitiH tllrooagll c s aaeion bae vre&tlJ eapaadecl the eerYi- wbicb could 

be proYicled - -iat1J19 sen ,. faciUtiee. 

J:a addition to the -1' n aupport1J19 : ;; ,. wire aed :r-, OIPC aed 

IICl'R aanrt thet the na1 JIUli088 of tbe flbelr optin infraatncture pccpulll by 

IW 18 folr the poro9lel-l .. of ht>lft _.,l-. llpaelfloaUy, OIPC aed IICia 

bell- .,.. 1M_.. to offv ~ aed Yideo dial- _.,iON wlliotl 

will C lltla .u.-1y witlll .-te tete.lalon and, ia OIPC'a apialon, lie 

~. 

...,. : ·-·- Mil aw ''''' t of ,...., •ion 1e a •••an~: .. -• 
•••••=..,. "'lAM....,.,.._ u.a...,... of- co••••-.:111:,_• aed -·• 11 mla 

__..... .. ... ; .... ... t .... _.. ; , • • cu.. ... 

I el ; et .._. ••= 1.a - w • •--•• .. -•• t11 Ulm, u.a a,•IIIIWIIIalll•w• ,...,.. 

... 7 tl 5 L ef - - tflll f ' I tlf &tie C5 F ..... 

' 7 uu .. It ........... . I L""'W 
..... .,.. __ _ 

-..ul-•llb1181a ·--•• --'fla-aa..aae;;tNma.t &tie --•---
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.S.Ohi0ft8 will OCICIUE' in any caM imrolYin; an• a ~ Z'eq\lu-t. Wit:ll the 

tut.l.llcmy J~Z"C"idecl in tbh c- aa -ll aa ita OWD eaperi_, an ahoulcl ba.,. 

INfficittllt: infCiftllltiOft to nacb pndeat deoiai0ft8 Oft aet-rk IIOclemiaati-. 

The IIOclemisatioD of an• • aetWOZ"k aa oonta.plated by tbe c-J.aaioa 

alloulcl aclclreaa t:he ooaceraa niaecl by the interNGOH and participaata wllioll 

INppoZ't fibel:' optica fOE' accnrw•c cle9el"' nt rea80ft8. an, uedef: tbe 1111', 

alloulcl IIOclemiaa ita ayat- to allow bile~-. inatU:utiOft8 and inclbiclllala to 

taka ..S.antage of axiatin; and ~in; taobnOlogiu. The c-J.aaiOft clcMMI not 

beli- it ia atatlltOZ"ily INtiiOZ'iaed to ain;l• out apeoific ~ fOE' apeoial 

MI'YiOH paid fOE' by tbe veewal boclr of ntepapn. 'rile IIOclemiaatioD J~Z"C"icled 

fOE' llndef: tbe 1111' will be fOE' all utepapn vbo vieb to tea tbe aei'Yl­

offencl and t:Mnfon will ..._fit all of ..... aei'Yioe tanitocy. 

Depl 1 t of f~ optioe ~lea a M" a 11: deolalOft, and tbe 

c S any•a lrllf: Ultillt'f fOE" •"'"V pc • t ioowt 11: deoialOfta -'-· ._ 

-ld lie IDE 4 Uti .......... tile pcoria1ou of .., ttar :191, tile 0 laalOft'a 

pdol"V deoialOfta 1o - ... 1a, JOt -ld ...,.ire t11et u., u ow tbelr -· 

plM p£091da a -Uiatlaa tot jo&alt... -.. 

.. 0 ·-·-will - Ill ... - tot 0 Jlflaall'f ,._lela .1 .... 

N-1 .... ~M$1?111"teftllelt• 1 EltMI$ PM..,_ 

•• ... ftlll • ,.alalllaa... aatlM et euUltlaa en' a. et ~ 

II:MII Ill 11-'--...a-tlleas U ..... eftMUl J JW., .. ,_ 

qnlta. ;a e lila- 'ftl1 .. he q aa, ..... p 1 - Mltnl .... 1111 et 

........ efUa I 

.. , tsu·.a..._ ... ...,.__.. ... _~.----­
• t' Ull'i tlllf •IIIJIIIII'lllllla.l'iil?ll ·--· - ... --. i I '$ ........... 



• 
geneca1 body of ratepayer• ara not required to aubaidiae thia CQ&p&tition, the 

c:-iaaion baa no juriediction to p~t it f~ occurring. liven thouqh a 

pct-tial UH of a fiber optic ayat• -ld he antertai ... nt and video dial•tone 

Hrviaea, that do .. not ..U it t.prudent for sn to deploy the ayat-. It sn 

doaa deploy a fiber optic ayatm, thia reinva-t of dollar• ve-rated f~ 

Kia-ri ratepayer• under an alternati,. requlation plan could poaition sn 

ratepayen to CQ&p&ta econcaically with ether areaa of the country with aiailar 

facilit1••· -··~ it c~ to -.:lerniae, Sllll -•t prepare for the future and 

the cc..Laaion beli.,.. that tbe lUIP will all- sn the flulbility to ..U 

inva-t deciaione and ahould provide adequate earninge to covar the coet of 

thoH deciaiona. 

The laat -tter that bae been raiaed and debated ~i-ly in the 

-ia- ia the affect of • s otitiOil Oil - and wbather tbe 1-1 of • stitiOil 

-ld npport u elterneti- I'IIIJIIlatiOil plaa. ... ___ 1....,.. tllat it bae 

tiOil and other ia•- 1a tMee -· a- it ..... c1alola ca. oaniDIJ a : u­

tion ue -atated, U..C. 1a no real ...-iOil tllat - ia feciDIJ aa iacrnaeiDIJ 

1-1 of itiOil ,_ - _..,1-. ,. c '•loa llaa uaaaaiaed thla IllS' 

olaHUyiDIJ ..... P I I 'llltll -.l- Clmllo .aft and 100 _...,_, Ofielr­

_..,l_, uunua ,.rl- liae -.loa, ...a ..._ _..,.._ u •Ltllelr a a ntl­

u.. • u-Jum·uy a uu... ta ...,.t._. t11e I'OC 1a _.._1&9 to 

bsnnm : t 'thl--.,. "te tile 1eml .t!Mellll' L'te u 111 n1ee m .,..&.al 

.-1111111- ............... u .... -. -. ................. ., - _..,.._ 

- II lF'-&&t' ..a. .. llflltl ef - nlee ia ,. - .. -. ..... tile 

II I 1 14
- lw I I I I $ th1W W -- ;ea l' I 

.. .,._. •- u.w ••• r • a ••= 1 i • •--. ,_ 

u n•t' 'au I"'*•• .. ..,.., a neee ,.,._,.... ns:tt • n1 1H\1Ar 

_.U'IIIl&_M_l Jllitl .. ta llli.CS l"llt'.a:al 'dwtiM 
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pzo¥1!1114 tluU»Uit:r to -.t c s atiti- ~~n~t~liuN!I thcough pricing -w. qcb 

•• tho .. ••tabli•bed in ca .. ~. 18,309, and ~icing fluibility tor !lpeOific 

Hr..i-•, •uch aa Pluu, and .on a:.cently by cla••ifying SWII ~i-• •• 

trandUonally c satLti- (~) or COIIJMititi- (C) under the proYbion• of 

llection• 393.361 and 392.370 enacted in 1987. IWII baa not ~ talcen adYantage 

of the pricing tluU»ility proYidecl by the 'tC/C clu•itioationa. 

The COIIIIJ.••ion ... ~ an •ltern!lti- ngulation plan nob aa the AIIP •• 

another -hod of proYiding tluU»ility for SWII to -.t the - fOZ'II!I of o :•ti­

tion. An alternau .... plan b not dictated by the 1._1 of OOIIJMitition but the 

co..i .. ion, •• di!IOU•eed abo'l'e, hu hi!ltodoally att..pted to proyide n .. U»Uity 

to --.t o s•titi .... pre.~ vheft it can under it• .tatutory authority. It 

could be that ... !lbould a•ail it .. lf of pricing tluibility under Chapter 312 

ratiMtr than haYe an al~ti- plan an ooed, but tiNt co-L••ion fioda that a• 

lCIIIIJ u ratepQ-• an JCOtected and the Htbad 1• -i!ltent with tiNt co-L.­

•ion'• natutOI'y --.rtty, ... abould be offered diffennt praoJhretl tor 

-ing 0 Jltition. 

ftie 1.8 - to My that tiNt co-iMion beU- that "-- 1.8 a OUftllll: 

tu..l to ..... l~ •ar' II ly or to I.DII,_ tbet the co-iMion ill 

1actlU.. to all- e l&tt. la tiNt ~1 u 1 en • pac; u• loy Aft'l'. 1'11111 

0 ... ,...ttl ....... ~ ... t l'"'fttoel<h ___ , ....... ltt'--11:'110-llltt ...... Z'H 

- JJ 1 'II to III latl- ......... -LII 1 ..ut the C iM ..... '!I et•hUql 

~ltllt'-• e 111 tle •t.l'lllllllllill • N te sa ..... .. : • ..,,_ tel~ tiMtt 

U. .. - ~ ..... II .,.,, ' I .,, __ JI'I&l•e pp--·--· fw 

a a 1 r t a e .... ,....._ ... 

• 7 I I 

..... ito 

IS JILl p ' Ill I ' .. Ill - wUl Ill 

........ -., er ,_ .. us •nn••e Uftell rta n ........ 
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All other .n:ione o~ ob:leotione not naled on ...-cificdly will be 

cltmied o~ ove~Nled. 

ggaglyloy pf LaJr 

The Ki .. ou~i Public sen-ice cc-J.eeion baa u~ived at tbe following 

oonclueione of law. 

The cc-J.eeion baa atatuto~ aoatbodty p!R'auant to -ion 386.390 aACI 

392.240 to lieu aACI decide caooplainte ellec;rin<; tbat an• a ~at .. ue oanr.aaclft&bla. 

Tbe atatoatae eoatbo~i .. tbe co.aiaeion to tile a caooplaint on ita own -":ion ae 

to SWB'e ~ataa aACI tbe eoa.ieeion, by aoatho~iain<; Staff'• ooeplaint, baa taken 

auch action. a. diacua...S in tbe becJinn.l.ng ot tbia llleport And orde~, sn baa 

aJ:'91I4Id tbet tbe eoa.iaaion did not ...-cifically aoat~i .. Staff to blr.l.ng tbe 

caooplaint aACI ao tbia pcaa .. .unv baa ~ f- ~t. Tbe eoa.i .. ioa -luclalt 

tbat ita aoti- in aacaptiag Staff • a caooplaint filiag, ...sa-in<; -ion aACI an 

an- aACI ~ -.atUIIbln<; a pcaca· ~d aohllula, clearly indiata apec:Uic 

aut~ity to pa- tbe caooplaint. :ra addition, Staff beD lli"-ioally bed 

ve~al -tlolr1ty to ru- caooplainte ec;ralaat Nfllllated utUitiaa. fta co.aia­

aion alao beli- tllat U ,_ U a at t tM c '•ion •a -lona wan buJ 1 d ita 

auttlolrity, - -ld llne n l't- ~leary J.etel & Pr t.- tile ODute 

to pca:NLt ~pea nail .. ,_ ..U. '-"· 

.,... : '•'-· .... • to 8eftion m.a.o, 11M aalllnLty ...._..,.. 

a $1•1• to ..... 'M taU tile- ... 'QI I I el a Mll nloet'-

1 0 , ...... - ... .., ••• A* rrele_. , I IWWIJ hl• ... l, ... 

tk& '•U.,.._.annr tle_...,_.,tJ•laet--1 0 S• 

-. • • 1 n a&r 'MI ···• •n•*"• &r 1 , .. , .. a ·••• 
,... ............ 

0 0 I - .... ••• ....... ...... - ,_..,., .. .... 

••••• &r MRtl au. nus Oto ..,.. -• r sa t11rr1r­

s--llf1t Ue .. , e f!&lllt?..,.... l!llltillla- t a·su t1tnr t 'tat=•• 



inv jllet: IIDd ~le a:a~aa. In ~lianca wi~h i~e a~a~u~oa:y oblip~iona, t:be 

c-iaeion baa found ~ha~ BWII'e a:a.enue a:aquu-n~ ehould be ~:educed by 

SI4,11T,OOO. Thie a:aduct:ion ie baHd upon tbe co.aiaeion•e a:aYi- of all fact:e 

pa:8Hnted which have any beadnq on a dReraina~ion of ~be juet: IIDd a:aaaonable 

a:a~aa. 

In addition, t:be c-iaeion baa found that: baHd upoa it:e a:aapoaei-

bilit:y to eat a:at:H baHd upon all a:al-ant: fact:oa:a, it: could not Ql'l'O>e BWII'e 

pa:opoaal to appJ<OYe an alt:VDA~i- a:agula~ion plan u an utan.ion of t:be 

it: baa t:be a:aquieit:e at:a~ut:oa:y eut:borit:y ~o ·~ an alt:VDA~i.. a:agulat:ion 

plan auch ae ~-Alii' foa: ... - i~ baa a:aacbad a dac:iaion -ninv ..... 

a:••- a:aquu .... a1 putiea, includinv ~be·~~ GeDea:al IIDd IIC'l'&, 

ha- oJialleaged t:JU.e aut:borit:y. 

2M -a ua ~· apinat: ~ ca-iaeion'a at:ablt:o&y eut:borit:y w 

adopt aa alt-t:iYe Ng~alet:ion plan aa:aa (1) i~ •iole~ ~ pcobibit:ion 

apinat: einvle i- ~...,. 121 lt. -u- ~1- a:e~Lnv• 

(J) it: -•iea aa .-1~ --1- a--laion, aad (41 1~ -~ a YViable 

ll'et:a •aolllll-• 1a •t.ol&t:i• of lecrt.ion l92.240. 

... , .. ...._. .... a ••-.•• •--· -· 1a YMlat:ion ., t11e ....... ,, ~u ' 

tJiat ...... Ita ........ - al.l .... I 1 hoftaaa. - a. ,__ ... I.W.N 41 

(Ia. a- 1...... la tile-- tile lll II Jl 14 ...... llaiA tJ1at tile 

II ,_.. _..,. .. CC 5 0 - IS Ll.e e.& 4liiJ 1 de 1 (f'Mt 1a a 

I $ ;•e t.vtft tllllilt _..,...a-WIll sa- .......... - fSIUz, 

( ... • lilllll ttl a. Ia ._.. - it HI sa I t tllllllt II Ul C 114 a ......... t1'W 

'Mtlli,_ll' & t•u• I ... ...... .............. -I A&t Ill 

••• , •• *-til ''14 ... -...,- ... - ... 

-
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Tile ~eaion ia -rr -- of the pzohibition againn •11191• iane 

rat=•kl'l91 but c:loea- bali.- the alternati- revulation plan aa uacribecl in 

tbia order Yiolatea tbat probibition. Pirat of all, the alternati- regulation 

plan c:loea - - rat-. Ko rate ia obaftved u a renlt of the plan aDd no 

cleteNination aa to the o.erall 1.-1 of rat- ia aacle. Tile abar1J19 tbat -ld 

oocnar uDder the plan ia doae tbrou9b credit• to a cun-•a bill -cb year. 

'1'lleH credita are baNd upon swa• • - but the credit• do not -lt in a rate 

reduction, nor will rat- i~ if SWB faila to ~ at a certain 1.-1. 

bt- are - aa found in tbia Report And Or:de.r aDd tboH rat- will c ·t.n in 

effect until the Caaaiaaion ~iewa swa•a ratea in a aubeequent general rate 

~ the t- of the AID' approued by the c-!HiOG, ec-iaaion ftaff 

will audit ..... OSIQ'ationa in f~ yeara to detena1ne vbet'ber t'be ratea- in 

thia Jlelicsa:t And OEdu' a 'ln jutlt and .,.._able. If tlaat audit ~ta in a 

p170G'IIdi'l9 bet_. t'be C iHiOG, t'be c-iHiOA will t'ben A9Ain ~ a 

~110nable ceu- noquia at for - aDd a.t jutlt and wnunrable r- l:aaaed 

upon tbat ceo au; Ia et. fte ec-iaeion 'bel"- ~ie ._...., oa~~pliea vi~ 

ita natlltocy d~Ky to~ -·• a:- c U• at a wan·d'\e 1-1. Alqr ot'bea: 

pMna or 9ft'lllt of s r alltJillldMII ., - **J' ..... a --.J,aiat • .,.ant 
..... _._ ._...._ t'be .__iOG of U. ~. ,..._, • .. 1 r 1a ....-iftlll of **I' 

.. ........, d.- ...... u. " ., .. ~. 

fte .. JCUW' tt - - ---- t'bet I.e. .,._ ooiU _ .... 8t a 

....a.. .a-& e. u. r 111- ot tile~ e. 1 elai.IIU..,. enu r 

...._.._.._a • rn•, ""*, lwlnof--.-UI&ause IMtl'f 1121 n e 

._ .u-- -.....,. ........ • w • • .Ulet In a. u. a sUn 1 ... • 

.... I tn•t l lfie ' 1 &a - I ' WII M LFF, ...... dll ....... dll .. . 

_ _..,,. u.y en, r ._.._ • ,, •• ., •• ., ... 

... --- Ia ........ lllfti.,_W '15, .. ..,. Ill J '\tlltat 



• 
t:hat: -~,.. ahoulcl benefit: f.,.,. t:he addit:iOIUil n-ibl.lit:y afto...s.ct IWB 8DCI 

tbe c:c-iaaion•a forbeU"ance. 

The ah8rinq by IWB tbrough cuat.-.,. credit:• i8 not: nt:roact:he rat:~­

inq u deacribed in t:be ucar caM. 585 8.1f.2d 58-59. IWB i8 not: onlered t:o 

reduce rat:ea or refund paat: -ce•• profit:a. The c:c-iaaion will not: order IWB 

t:o ah8re it:a earninqa through credit:a but: hu offered S1fl t:hia alter~~atiYe to 

- tbe need for n-ibl.lity ~·aed by ... in t:hia -· The c:c-iaaion 

could not order tbe credit:a, but it beli.,.a that IWB .. Y agne to .U. the 

credita u part of ita accept:ance of an alt8nUlti,. ngulation plan auch •• the 

AMP. 

The c:c-iaaion ia of tbe opinion that the Alii' will not reault in 

•uiable &'&tee o.. in ualawtul -atHJ.,_, All at:ated aboYe, tbe baaio ratea will 

not be cri!L-md beaed IIJIOD -·• eeftliloge 8DCI only tbe c:c-ieaion b pceyeGted 

fi'Oia filing a oc.plaiat: 11a&nat: -·• &'at .. u tbe plan ia ecoepted. -.gvlato..y 

fodleu'._ fH a r:er.ec ·ble pedocl ia clM&'ly witbia the c:c-iuion• a diacretJ.on 

8DCI tbe c ••t.oe 11e1~ that....._. ooan"eat nvul•tw7 ooacU.u-. u,. yean 

ia a &' .. u •ble periocl to -intaia tbe nt" - in tbia -· 

'IIIII AU.-y 1 ral ..,.. the lldcliti~ ar 1 t that all-ing IW to 

•• ••n• ~to,..... iacue 'll8lleir n al~i,. plan without ~ing 

the iaewt t fi'Oia- .._ M a -..rU:att.oa ia alA of --t.oe (CIMI), 

1a • lllllnsiM of the c t•iM'a a e rU.I.Uty te- t- aad rena able 

..._. '•1M .... - treU :c the tturr ,,,. .. CIMIIII!PliM 1.n tble 

•••~''-· ~ll' Clllllt ._._ eu· u. -..rUeatiM to • •UU.ty IIF • 

111'1 til C.U&u..e W Rl I .. ttre 111 I 1• W a $15 l te the RiU.ty 

lilt Ell 'lil£1'1- til f IUUw tre the llll$1;••• tt • -..,there -14 

tre- 8 tJ 'NI .. 'I: Mt. IIIII$' llr<liNI• a 5 a• arsl IIIII$' .... ifU 

••••• , • ttre&stt ...... -......... ..... ....... ..w 

lis til '• ttl II, U tlilMI II, ll'a •1 R-
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IaMMI upon the fOft90ing concluaione of law, the cc-J.aaion will cnder 

swa•a rate• reduced by $84,617,000. The reduction& will be to tboee rate& .. 

nfleoted in the Rate Deeign portion of thie Report ADcl Order. In addition, the 

cc-J.aaion hae conclucled that it could ftOt adopt swa•a alternati- regulation 

plan propoul but will offer IWI, ineteed, a plan haeed upon par-. the co.-

at .. ion haa found to be rea-hle. If - ~ to the AIIP •• appco•ed by the 

cc-J. .. ion, it .. Y c nee operationa UDder the AIIP on January 1, 1994. 

1. That -t~ .. u ftlepbaoe c 5 any ahall file, for appco'l'el 

of the cc-J.aeial, tariff& deei~Jft&d to iolpl-t the zao we r1 taction of 

$14,617,000 ud rata daeigul .. daaodW in thie 7 sart W OC'dalr. Ute tariff& 

will lie for ee&'9ioe z ' ad oa ud after J~ 1, 1194. 

2. 'l'llat a.tWan .. u ftlt5ta,. c 5 ny al'911infonl the c •a-

aion on or before Du 2 u 21, lftl, U it will evne to tM Aooeleratad 

Mocleniaetioa PlM 'II cued in thia 7 i " W OC'dalr. 

J. ftd lm ltr ..... A .. 11 "-llllnDDI C £ '51' -..11 -.it ... ~ Of 

lM aal!lf71P I of tM bi 1--- ........_loa P&u. ta (1) -a-tloa of tl'9 

e11MaftlM of fUtY 1-'- ,_ -·• -.loa -d--r. (It aanln"Waloa af 

--.1._ ...... tl'9 I lei .. I Q la lW of 4 017 140-JI.lOO. ta IIW ill fall 

..... ,_ .,.. __ 2 lRl ....... 

... .._ e II 7 L .. I& S 5 W aD I i 9 1 ._. t.ta let 17 t I 7 IW IMe 

IIMilt 11 I I lidl •1 $ I $ 4 'W llllfiU... .. , •n WU.l ................ 
._ ._S''Mite .._MI.._. .. , .. , 'S 1 • ....,. ... , ra. 
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' • . .. _·- ''$ <. ,• . 
•• . 'f1141t tiMt ~'4Wtioa 'l'O 1'0at 11 .. &'1119 Ctia..,. Cll A!'A!' !'eat:~y fiUcl 

lily lllli-t 111;1 flftdlll .. COill Paypbone .IW-iatiOA oa ootCII:MtJ: 5, 1993, be benbr 

e. 'l'bat IOutmMtltun .. u !'elepbou COeptny, if it &greet to operate 

altecnati .. cegulatioD pllll. 

9. 'l'bat c-i,..ioD staff .Ull ccmcluct Ill audit of tbe operatiOil& of 

IOutWam .. u !'eleP- c 5 tny dud119 calendar year 1997 if IOutt.Matem 

.. u !'elepbooe C 5 any accepts tbe Aooalerated llodemiaatioD Pllll. 

10. 'l'bat any CCIIIIplaillt f Ued baaed upoa tbe audit oc I ned ill w I ned 

puepapll 7 .... u be filed duiag .J~ 1198. 

11. 'l'bat UWo r a rt W Olrdw .Ull bllaaoa-v .ttecti .. oa tlw lat clay 

ca 8 A 1.) 
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ALL'l'IIL Jlab.l.le 

I AIIP 
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A'ffi'f 
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cue 

I c &hl 

I caa 

CIIA 

I CIIC 
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ALL'l'IIL Kla-1, Inc., llaftena Kla-1 'l'el.,._ 
. c £•117• and 1Useour1 'fl)l.,.,E:IM C :any (lata s ea) 

ALL'l'IIL Jlablle cc-micad_. of llia-i, Iac. 
(~) 

Accelerated JloderniaatiOft Plan 

Ufi'f Cua.uaaicati-. of the SouthWMt:, rae. (l.atl _, 

ftate of Kle_i, at the relatlOft of J~ w. 
(JaJ') •boft, Attorney General of Mil Qtari (iata•-1 

capital ..- pdc!.Dg ..,...1 

0111-a Cban•l!.Dg aiCJU.l .... CIHir n~!.Dg cea~ral otf1oe 

~UMRioa in al.cl of ~.loa 

0 511;1~1 .. '!'ell aaloetloiDa &aaoclat1oa of 
••••= rl Cla&e u 11) 

001t. of a o al 

a 1~ ._....,.. of .._.lea, an.-cro, CIIC ...... ) 

.. . ........ ,._ 
Dt.a .. t rl Mal 
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I'MB 
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1m:wu ar• for 
xn••s•r'Jr& Op&lone 

Financial Accounting st&Ddud 

Federal cCa.••unu.lcationa ca.riaaion 

fully diatributed coat 

oro.. .. tional Product-1-.licit Price Deflator 

•Luaa.ri All~ of a.:- ..-cw. ca IIIJing, •Lanari 
a-iat.\aa or -Lol' c tw '01'•18&&.-a, •tua ul 
MMciat.\aa ,_ tM Deaf, aDII •L• a d CINftcil ,_ tba 
au..,. (iau u 1 ra) 

lTC: Lau•t 1 &aa .....U& 

11111 La&w n a sa ~'-

, I II a 1 

.... &.l ....... 
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