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ff41'J or MISSOUlU 
MUCSUVICJ COMMISSION 

At a session of the Public Service 
Commission held at ita office 
in Jefferson City on the 3rd 
day of April, 1996. 

In the matter of the investigation into Southwestern 
Bell Telephone Company's affiliate transactions. caaa Ho, TO-tt-184 

ORDER ADDBJMING PBOPQSED RilLE 
ANP WAWJSHING DOCKETS 

In its Report And Order in TC-93-224, the Commission established this 

docket for the purpose of investigating Southwestern Bell Telephone Company's 

(SWB's) affiliate transactions. The docket was established to ensure that SWB's 

affiliate transactions are subject to prop~r review in any future general rate 

proceeding. Baaed upon the positions of the parties, the Commission issued an 

order on November 4, 1994, ordering the parties to tile a stipulation ot all 

procedures agreed to concerning the review of the affiliate tranaactiona ot SWB, 

a pleading inCUcat>ng the laaues not agreed to, and a procedural schedule for 

resolving the wnte•~lved •••~••· 

CCI Af>U 1 11, an, t.be Coro~U••uon 1aeved an order approvl nq a 
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WOI.I.ld· b,. held in abeyagce until J•11uary 5, 1996.. At that tilll!l the ~.l!ll•ion · 

o~deil:ed the parties to either file a proposed rule or a proposed procedural 

schedule. 

on January 5, 1996, Staff filed a pleading which included a proposed 

rule for affiliate transactions. The rule proposes that its terms and provisions 

apply to all regulated utilities, not just SWB or other teleco11111unications 

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 their basic positions regarding an affiliate transactions rule. 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 C.,..,any (Associated), Missouri Public Service (MPS), 

st. Joseph Light ' Po-r c.,..,..ny (SJLP), united Cities Gas company (united 

Cities), and ~nsas City PoWer ' Liqht Ca.pany !KCPL) filed a letter opposin9 a 

qeneric rule before they bad an opportunity to analyre the rule and partic1~te 

in discussions concern1nq its provisions. 

As predicted, the u.s. conqreu baa -ted •loz: teleec<CO-UJ'"icationa 

pt1cJ.nq fw u.t .. c:orr u:tloa vUil 1-1 -c~>•••• ,...,,.len <&&Cal. n.e potential 
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·~~cda regarding affiliate transactions between utilities •nd their 

siater coq>anies are necessary. Tho•• standards will allow the COl'lllliasion, other 

parties, and the utility to address affiliate transaction issues based upon 

compli~ce 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 an 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 

reaaonable requirement• without the negative effects auch as those raised by SWB 

in its response to Staff's proposed rule. Ptlly standards should be cost-effective 

and ahould be as objective as possible. staff's rule provides standards which 

appear stricter than those found 1n current FCC rules. The FCC has proposed 

changes to ita rules wbich Staff has indicated are illpro-nts, but the 

FCC rul-kinq proe41U baa net -n ca~~pleted. t'llere are alae provision& of the 

Telecom.unicationa Act of 1996 wbich deal wlth affiliate transaction&. 

Baaed ,._ 1ta review of thla docket, Staff' a proposed rule and the 
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that an affiliate transactions 

.l:u~e~i!lbould apply to all carriers, not just SWB. 'l'he separate docket for the 

gas, electric, water and sewer industries is being established to allow those 

interested an opportunity to address staff's proposal. The telecommunications 

rule will obviou•lY move on a faster track than the energy case because of the 

groundwork of this case. 

Staff's rule will be utilized as the starting point for discussions. 

The Commission 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, 

thougl•, does provide a good starting point. one item in staff's proposal that 

the Commission questions is the "Evidentiary standard.H The Commission will be 

interested in reviewing the comments on this section as well as the others. 

The Coaeiaaion believes that the purpose of thia caae has been 

completed but will leave the case open to receive a report froa the parties on 

the pre-audit conference scheduled for June 1997. Tbe stipulation approved in 

this case in April 1995 provides for tha pre-audit conference to analyze the 

process &CJireed to by tbe pa.:ties. Tbe c:-l.aaillft is very interested in this 

procedure aftd hov it vorka and vUl o.rdeJ: tbe parties to report Oft the 

confe~. ~·u- of that p.:acus SMt tM devel...,....t of stshdal'da sbould 
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2. That. cue No. 00-96-329 is ht!~~y 'l'he l!tyle of 

tl\e case shall be: "In the matter of the development of an affiliate transaction 

rule for gaa, electric, water and e:ewer companies." 

3. 'l'hat 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. 

(SEAL) 

Zobrist, Chm., MCClure, Kincheloe, 
Crumpton and Drainer, cc .• concur. 

David L. Rauch 
Euc:utive Secretary 
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