e OF MISSOURI
PUBLIC SERVICE COMMISSION

At a seasion of the Public Service
Cormiassion held at its office
in Jefferson City on the 3rd
day of April, 1996,

In the matter of the investigation into Scuthwestern )

Bell Telephone Company's affiliate transactions. ) Case No. TO-94-184
}
)

AND ESTABLISHING DOCKETS

In its Report And Order in TC-33-224, the Commission established this
docket for the purpose of investigating Southwestern Bell Telephone Company’s
(SWB’s) arfiliate transactions. The docket was established to ensure that SWB’s
affiliate transactions are subject to proper review in any future general rate
proceeding. Based upon the positions of the parties, the Commission issued an
order on November 4, 1934, ordering the parties to file a stipulation of all
procedures agreed to concerning the review of the affiliate transactions of SWB,
a pleading indicating the issues not agreed to, and a procedural schedule for
resolving the uniesolved Lasues.

Oon April 1, 1995, the Commission issued an order approving a
stipulation and agreement whiich established pre-sadit procedutes which will allow
peties adoess o information Cencerning SWE's affiliate transactions. The
pasties alse sgreed to & pre-sudit conference to be beld in June 1997, The
pazties steted that they still disagiwed o5 1o 12w stentasds to be applied to
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: uouldbe held in abeyance until Jiﬁ.uax;_y. 5, 1-'99_6.__;;-‘-ht:..-:_th#_t time the COmis i
ox;dczcdthe parties to either file a proposed rule or a propo;ﬁ p:ociediii:il.
ncﬁQdule.

Oon January 5, 1996, Staff filed a pleading which included a proposed
rule for affiljate transactions. The rule proposes that its tems and provisions
apply to all regulated utilities, not just SWB or other telecommunications
companies. On January 29, 1996, SWB filed a response to Staff’s proposed rule.
A telephone conference was held on February 15, 1996, at which the parties
reiterated thejir basic positions regarding an affiliate transactions rule. O©On
February 28, 1996, Laclede Gas Company {Laclede), Union Electric Company (UE),
The Empire District Electric Company (Empire), Missouri Gas Energy (MGE),
Associated Natural Gas Company (Associated), Missouri Public Service (MPS),
St. Joseph Light & Fower Company (SJLP), United Cities Gas Company (United
Cities), and Kansas City Power & Light Company (XKCPL) filed a letter opposing a
generic rule before they had an opportunity to analyze the rule and participate
in discussions concerning its provisions.

As predicted, the U.S. Congress has enacted major telecommunications
legislation which is deaigned to bring competition to bhasic local exchange
SeIvice. This new legislation also contains provisions for unbundling and
pricing for interconeection with local exchange carriers {LECs). The potential
for increased aciivily betweesn am LEC and &n affiliate will increase, but a0 will
the competitisn for LEC servides. ODven wilh the new activity. the majority of
survices whidh Y purchases Trom & sugpplies to an offiliste, though, will not
M kett Lo competitise. Detvions St a8 those provided by Soutbwestern Bell
' WEC) to SUB ate wet sedviies Uhst SE weild tealistically obtais
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laxds xaqurding af.ti.liat:a trmacti.ons between :egul. ted utilitie- and thuir

- aiﬂiex companies are necessary. Those standards will allow the Commissjion, other
" parties, and the utility to address affiliate transaction issues based upon
compliance with those standards in any proceeding where the transactions become
an issue. The parties are to be commended for the progress they made in this
case in addressing én audit trail. The question of standards, though, has not
been resolved nor has the question of whether a rule would apply to all regulated
utilities, telecommunications utilities, or just SWB.

The Commission is also concerned that any standards developed provide
reasonable requirementa without the negative effects such as those raised by SWB
in its response to Staff’s proposed rule. Any standards should be cost-effective
and should beﬂu obhjective as possible. Staff’s rule provides standards which
appear stricter than those found in current FCC rules. The FCC has proposed
changes to its rules which Staff has indicated are improvements, but the
FCC rulemaking process has not been campleted. There are also provisiona of the
Telecommunications Act of 1996 which deal with affiliate transactions.

Based upon its review of this docket, Staff’'s proposed rule and the
state of flux in the telecommunications ihdustry, the Commission is not prepared
to publish & proposed rule at this time. 'm Commission, though, Delieves a
proposed rule shzuld be publisbed for public CoMMERt 48 SO0On as possible. To
that end s to enpcre AN teguilsted iodustries have input into the crulemaking
process, the Commiswics will establish tuwe cases Ln slich reaponses will be

mmmwummwm sations industry
qenkeEnisy SaRf’s prepuacd rele, and Ule secund dschet will de for the gas,
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: gdcﬁkgt for “the:

lieves that an affiliate transactions
 §uia.‘pply to all carriets, not just SWB. The separate docket for the

ulactiic, water and sewer industries is being established to allow those

intég.atcd an oppertunity to address sStaff’s proposal. The telecommunications
rule will obviously move on a faster track than the energy case because of the
grouﬁdwork of this case.

Staff’'s rule will be utilized as the starting point for discussions.
The Cormission is not convinced that the provisions of staff’s proposal are the
most reasonable or the best standards that could be adopted. The proposed rule,
thougli, does provide a good starting point. One item in Staff’s proposal that
the Commiasion questions is the “Evidentiary Standard.” The Commission will be
interested in reviewing the commwents on this section as well as the others.

The Commission believes that the purpose of this case has been
completed but will ieave the case open to receive a report from the parties on
the pra-audit conference scheduled for June 13997. The stipulation approved in
this case in April 1995 provides for tha pre-audit conference to analyte the
procesa agresd to by the parties. The Commission is very interested in this
procedure and how 1t works and will order tha parties to report on the
conference. Completion of thet process and the development of standacds should
shable regulasted compasies, espeially SWER, and parties in Commission Cases to
address affijlate trassactiom lswaes with sote certaimty ond a more focused
approach.

I 15 TIERIFORE ORDERED:

L L« That Cade BO. TO-95-109 s berdby established. The styls of
i:gﬁgﬁ{&h&;ﬁ,&nﬁ “on e aatter of the @




= 2.  That Case g:‘fiS. éo%s-azs is he,i;'- y e ished. The _atfle of -
"""th‘:q"éaae shall be: “In the matter of the development of an atfiliate trans#ctipn
Ikhle'for gas, electric, water and sewer companies.” | ' .
3. That the parties shall file a report concerning the pre-audit
conference scheduled for June 1997. The report shall be filed within thirty (30)

days of the conclusion of the conference,

4. That this order shall become effective on the date hereof.
Y THE COMMISS

David L. Rauch
Exccutive Secretary

{ SEAL

Zobrist, Chm., McClure, Kincheloe,
Crumpton and Drainer, CC., concur.
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STATE OF MISSOURI

OFFICE OF THE PUBLIC SERVICE COMMISSION

I have compared (he precediag copy with the original on file in this office and
I do hereby certify the same to be » true copy therefrom and the whole thereof.,

mmmuwammwmamm.
Missourl, this _ 3 __ day of APRIL 1996




