BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Comprehensive Review of the ) DOCKET NO. £220260=TL

Revenue Requirements and Rate )
Stabilization Plan of Southern Bell )
Telephone and Telegraph Company ) FILED 3/5/93

)

STAFF'S FIRST MOTION TO COMPEL COMPLETE AUDIT ACCESS

The Staff of the Florida Public Service Commission (staff)
requests the Florida Public Service Commission to compel BellSouth
Telecommunications, Inc., (BellSouth) d/b/a Southern Bell Telephone
and Telegraph Company (Southern Bell or the Company) to provide
complete audit access to information pursuant to the requirements
of Section 364.183(1), Florida Statutes. In support staff avers
that:

1. An audit team comprised of auditors from Florida and
several other states, was formed to audit, among other things,
Southern Bell's affiliate relationships. Pursuant to a vote at
internal affairs, for purposes of the audit, the audit team is
considered to be staff of the Florida Public Service Commission.
The audit team's initial Data Request was made on October 26, 1992.
Southern Bell failed to adequately respond and on February 2, 1993,
the Commission voted to require the Company to respond to the
Request in writing by February 10, 1993. In the February 10, 1993,
Amended Response, Southern Bell objected to providing certain
information. The material at issue falls into three categories:
affiliate records, non-Florida data, and non-financial information.

AFFILTATE RECORDS

2. While the Company did agree to provide documents necessary
to evaluate affiliate transactions and information regarding
"chained" transactions, it objects to providing complete access to
affiliate records. Southern Bell objects on the grounds that:

(1) Southern Bell does not have possession, custody or

control of such information, (2) the entity that is in

. possession of such documents 1is not subject to the

] jurisdiction of this Commission and (3), in any event,

such information 1is neither relevant nor reasonably

calculated to lead to the discovery of admissible

evidence (a) related to transactions or cost allocations

amount these companies or (b) necessary to show that

Southern Bell's Florida customers do not subsidize either

| Southern Bell's or its affiliates [sic] unregulated
Y activities.
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3. All of these arguments fail under Section 364.183(1),
Florida Statutes which provides in part that:

The commission shall have reasonable access to all
company records, and to the records of the
telecommunications company's affiliated companies,
including its parent company, regarding transactions or
cost allocations among the telecommunications company and
such affiliated companies, and such records necessary to
ensure that a telecommunications company's ratepayers do
not subsidize the company's unregulated activities.

4. The affiliate information is relevant because, in many
instances, the basis for cost allocation entails multiple
investment and expense accounts of affiliates. In order to assess
the appropriateness of the basis for an affiliate transaction,
market or fully distributed cost, an assessment of an affiliate's
third party market needs to be conducted. Any limitation on audit
access to affiliate records undermines the Commission's ability to
meet its statutory obligation to protect against cross subsidy.

5. The Company provided inadequate responses to the following
requests for financial statements and access to general ledgers
which fit this category of material:

Request No, Affiliate

1-019 BellScuth Information Networks
2=-001 Sunlink (partner CSL Chastain)
2-002 BellSouth Capital Funding Corp.
2-004 - BellSouth Resources Inc.

2-006 Data Serve Financial Services
3-008 BAPCO _

3-016 LM Berry

3-016 Stephens Graphics

3-016 TechSouth

3-016 BellSouth Marketing Programs
3-016 Intelligent Media Services

3-023 BellSouth Enterprises Inc.
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NON-FI.ORIDA DATA

6. Southern Bell objects to providing information regarding
operations in states other then Florida. However, cost
allocations, which have a significant effect on Florida operations,
are based on state-by-state information. This issue was addressed
in Order No. PSC-93-0071-PCO-TL, issued on January 15, 1993, which
establishes that non-Florida data is relevant to evaluate cost
allocation and cross subsidy issues. Moreover, the material is
clearly within the access provisions of Section 364.183(1).
Southern Bell's refusal to provide this information, in light of
the aforementioned Order and Statute, attests to the Company's
continuing efforts to impede the Commission's ability to regulate.

7. The Company provided inadequate responses to the following
requests which fit this category of material:

Request No. Other State Data

1-013 Fiber Based Trials

3-002 Director Revenue

3-007 Revenue Sharing Factor
3-011 BAPCO Allocation Matrix
4-009.1 Billing and Collection Data

NON-FINANCTAL INFORMATION

8. Southern Bell objects to providing non~financial

‘information in response to some of the data requests on grounds of

relevancy. These involve requests for information such as market
and research studies. The material is relevant because in order to
identify cross subsidization, auditors cannot restrict their review
and analysis to financial information. This is because the
likelihood of a service being non-regulated has a bearing on the
ratemaking treatment of start up costs such as research and
development. Moreover, it is a fundamental principle of auditing
for auditors to maintain independence. If auditors are forced to
demonstrate why a line of inquiry is taken, audit strateqgy and
independence will be compromised. Furthermore, Commission access
to records, as established by Section 364.183(1), is not limited to
financial records.
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WHEREFORE, the staff of the Florida Public Service Commission
requests that Southern Bell be compelled, to comply with Section
364.183(1), Florida Statutes, and provide complete audit access
regarding the aforementioned requests.

TRACY HATCH
Staff Counsel

ra

FLORIDA PUBLIC SERVICE COMMISSION
101 E. Gaines Street - Room 226
Tallahassee, FL 32399-0863
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY copies of the attached STAFF'S MOTION TO COMPEL

COMPLETE AUDIT ACCESS have been furnished by U.S. Mail on this 5th

day of March, 1993, to the following:

Harris R. Anthony

J. Phillip Carver

R. Douglas Lackey

Southern Bell Telephone
and Telegraph Company

c/o Marshall M. Criser, III

150 S. Monroe Street

Suite 400

Tallahassee, FL 32301

Charles J. Beck

Deputy Public Counsel
Office of Public Counsel
c/o The Florida Legislature
111 W. Madison Street

Room 812

Tallahassee, FL 32399-1400
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Joseph A. McGlothlin

Vicki Gordon Kaufman
McWhirter, Grandoff and Reeves
315 S. Calhoun Street

Suite 716

Tallahassee, FL 32301

Michael J. Henry

MCI Telecommunications Corp.
MCI Center

Three Ravinia Drive

Atlanta, GA 30346

C. Everett Boyd, Jr.
Ervin, Varn, Jacobs,
Odom & Ervin
P. Q0. Drawer 1170

Tallahassee, FL, 32302

Monte Belote

Florida Consumer Action
Network

4100 W. Kennedy Blvd., #128

Tampa, FL 33609

Michael W. Tye
AT&T Communications of the

Southern States, Inc.
106 East College Avenue
Suite 1410
Tallahassee, FL 32301
Benjamin H. Dickens, Jr.(Ad Hoc)
Blooston, Mordkofsky, Jackson,

& Dickens

2120 L, Street, N.W.
Washington, DC 20037

910163-TL, 910727-TL

Joseph P. Gillan

J. P. Gillan and Associates
P. O. Box 541038

Orlando, FL 32854-1038

Richard D. Melson
Hopping Boyd CGreen & Sams
Post Office Box 6526
Tallahassee, FL 32314

Chanthina R. Bryant
Sprint

3065 Cumberland Circle
Atlanta, GA 30339

Dan B. Hendrickson
Post Office Box 1201
Talalhassee, FL 32302

The American Association of
Retired Persons

Bill L. Bryant, Jr.

Foley & Lardner

P. 0. Box 508

Tallahassee, FL 32302-0508

Douglas S. Metcalf (Ad Hoc)

Communications Consultants, Inc.

P. 0. Box 1148

Orlandeo, FL 32790-1148
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900960~TL,

Michael B. Twomey

Assistant Attorney General
Department of Legal Affairs
Room 1603, The Capitol
Tallahassee, FL 32399-1050

Mr. Cecil 0. Simpson, Jr.

Mr. Peter Q. Nyce, Jr.

Regulatory Law Office

Office of The Judge Advocate
General

Department of the Army

901 North Stuart Street

Arlington, VA 22203-1837
Peter M. Dunbar
Haben, Culpepper, Dunbar

& French, P.A.
Post Office Box 10095

Tallahassee, FL 32302-2095

Laura L. Wilson

Floyd R. Self

Messer, Vickers, Caparello,
Madsen & Lewis, P.A.

P. 0. Box 1876

Tallahassee, FL 32302-1876

910163-TL, 910727-TL

Patrick K. Wiggins
Wiggins & Villacorta, P.A.
Post Office Drawer 1657
Tallahassee, FL 32302

Mr. Lance C. Norris, President

Florida Pay Telephone
Association, Inc.

8130 Baymeadows Circle, West

Suite 202

Jacksonville,

FL. 32256

Michael Fannon

Cellular ©One

2735 Capital Circle, NE
Tallahassee, FL 32308
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900960-TL,

David M. Wells
Robert J. Winicki
William S. Graessle
Mahoney, Adams & Criser
3300 Barnett Center

50 North Laura Street
P. 0. Box 4099
Jacksonville,

FL. 32201

910163-TL, 910727-TL

\ . 3
TRACY HATCH l/ .
Staff Counsel

Florida Public Service Commission
101 East Gaines Street

Tallahassee,

FI. 32399-0863

(904) 487-2740






