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Summary «: ,yvongs D rapnelt tad hae dsis boegtonn od Bluow offivaued
:aROSQViLlG&TeIEphOHE‘Compahy>(Roée?ille)uls‘ahilhﬁestbfL
owned~publid:utility‘sﬁbjedthtb our jurisdictionio} 1t hastapplied
to,undertakexaiplan‘Ofpreorgahizatiénzwhereby-itiwould>becomé%afﬁ
wholly. owned subsidiary: ofi at holding: company!:(Parent) to beinoind
formed -for: that: purpose,by:Roseville:!{iHezwill. approvev cd o
Roseville's application.withs conditions; Jlunsy 6 wA 0 JBethalleng
Procedural- History tvoecsd L naxed lo yrcibliados btonwe yilodw wds )
i enul aRoseyilgeifiied'1tsdépp11cation?on1May39,91995?siﬂo£iée
of the application appeared in the Daily Calendar on May 16,.2°0!
1995. The P$v%§igpfofv§g epaysr ggyorh S Jpggleegdggemtech
tobile Telephone Company (Comtech) each filedleoprotesg. (e Guc
assi??ggjgymégiggg?pive lgg ?gdgg pLJ Dyejﬁﬁgipge hearing

[RLEIAS:
conference {(PHC) on July 19, 1995. Roseville and DRA served

:: S i ,.g )
prepared éeSt}?; ﬁ'aaa hjr la% d %ha%”pg @a e;ééi issues of fact

in connection withxthefapplicationrekist.3bNo*e91dent1ary hearing
was held. On November' §?Oi§95?n£henhi3‘g;§ﬁéaga‘ruling pursuant
to Rules: ofrPrabtice'and Procedure 637andv17217 ?dlingtthat in
the, absenéé 57 évidenégftakep at a heai;déf égﬁiig Utilities (PU)

Noifeel 163

Code Section3311(d) and*RuleJ7?“1fwonldvﬂotfépply’to the draft
R T G O tre 2iitplg 1 15 ad 5
épi 63 to be1§ét353f] & éﬁ C?mm;s$1ohﬂégr éctfoq However, the

‘lv {(, ) t[
ruling stated that a draft decision would be made available to
canyal 1o Auode-aoTonon o zotnde. G051 opezzl ol .
the péftiés tor” édmrient pdfsgant €6 the " saég S;ocedures set forth
in Rg%e‘Yz for,a. rgpesed ydegision, pur§uagg F?IPQ Code Section
311(d) ., ingludlng ‘(_9Js nt period,  .Accordingly, .theé.parties. 4.

comments on t £5:degision form part of jthe xegord of this (.-,

ERS AL PN i"ll-‘; Hel
matter. Syl . {8 ao'j:ud J},o) U? i1 .,llf'(iz,_{ll’[ 91511 11s i 10
~Desoription;

.biov d3°§%¥& %JUbaﬁJG%da? 2ren ee@ ?eﬁenﬁ’sc§nbsidiqu RTGdHPV
Reor?an1gatign ggbq(gerger‘ngpanx)oggpg{pgrated[uqder Cal%;egggq :
law.) ‘1013%%%'}‘!}? Hg‘{}lq ?'13]1 ra}l‘!‘)Ic.)ng'I—'n&% SFIA 1Uq|.f lyparﬁpt")fanggaréqu
WOU:‘!.}C! 79'%’391 %l%':’?g Isl]e 33.&)?9,5 Z?ingﬁggg?zg Q:%’Q..JEZU “B)Q,Se‘il.le,\”ga»};leﬂtb_

lv“

and Merger Company would enter 1nto a merger agréement, by Hhich’-”
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Roseville would be merged with and into Merger Company, with w2
Roseville as the surviving corporation:(the Merger)\=o:As
conéiqerationzforptheJMefgerg the ‘holdersiof "Roseville common nwo
steckxwouldareceive'gOmmon:stock;xbn:arshafb*for?share?bhs{srfof’
Parent;iand the:outstanding,shares:ofs Parept: held! by ‘Rosevillerdw
would be canceled. ( (Roseville!s existingidebtisecurities> Would: be
unaffected. As a result of:the: Merger;i Roseville’ would become o’
the whdlly,owned subsidiary of Parent. Roseville!s:shateholders?
authorized>the Merger:at-ai sharéholders'nmeéeting: held>dn June 16,
.1995-{3I wel oy tebinslad wlie@ ol i Loeoyqs nﬂijsﬁiqus a3 1o
© e aRetapebi Tl St4pICTS IRIER KBl TR BheId Bl 4t
apprVélga§%9$§‘?0113§§‘1 fAea ((doa3meld) ¥neasol snedgefot of idol
itk {65 a1 55621 00V IbraslEE RNt L0li! AE R R P

Bovioa Qsid ias ollivezof aeol (21 viuL ne (JHY) Jgnqxs3noJ

2, to.issue a nun er of har s of stock of Parent . .
P H i s 'S
dord do aouai 4£H11788 the nlidb f}Bf'U $e8'8f R3seville” Common |

onriacl VIAE stockﬂoutstandlngaimmediqtelprriOrﬁto,the“unug il
i effec§1Vgnes$ of the yergerp
Jusveyua paifivy £ o bDeigear b
i ir:3rpatito xeserve forsissuance:a humberréfsshareS)och 33
N Pa ent stock gqual to the nugberrpf yaﬁ S.9
ey asi g0 gaddyi118ESkmon stSck rEdetved” F8Y 18s03hdé By ,
et i3 o:Resevillelis: -BoardiofiDirectors undéfiemployed stod
o benefit plans. and 31m11ar arrangements immedligg
it povauol L Gp{dpe ‘tdCtheCeEfdctiventds dF " the” Hérg P and" Y
B wi oldeltave obin ed Biiow ootainsb 3tsib s 3edd bolsde pailud
' 4, to issue 100 shares of common_ stock of ggrger .
drsor fzz ’Lj”\ﬁﬁﬁﬁany Fino il ol Janite 1y ars ] oti
sei1oof ckggevilvd HEE'AStYasRéaigseby: Spﬁ?&valité del) ghg? i
sharé§ IS which 1€ 84ERE T §suahEd Sﬂthgfizétl'npﬂlfgihgi n) 11E

askéd ‘for “ahy” uthéfit}ctéjé?aﬁgfer”Sﬂf‘ﬁﬁgiﬂggéhuﬁit '8 p4geRe°?
: Ciad e

aunavell a0 Jbisd asw

or any affiliate pursuant to PU Code Section 851. We have :
previously stated that sav*ﬁﬁfﬁ&?ﬂ&&“t£5ﬁ§?8240?“&tir1€$*3?$§8%39'
subjb%t\thﬁU CB&e3§éé€16 §51 JLensde PsdeR® ?h&fit?ols void.
(S6&<Tri 're psELT1&” Tél€§1§ éfodbf(fﬁﬁ?)’ﬁfjéﬁdcdfé 75éJ‘54§ Progd

willV ¥adhno- 55’ Lort 2 2céhinedEidn WiER Eﬂf?‘aﬁﬁlféaffon agel.

,tofhhéfhef“"y Eh bﬁgfﬁéb hnffé’%ghstifufe”ﬁt1lity propérpguo'
njxﬂﬁ'ga_.Jn;zseigs»lsgxsn & oini EERDE biycw ynsgnod 3opiel bns
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Governing Statutes : ) olcaotdnd e'olilvorod

noanhan In;a:recent opinion)»we idetermined tHdt “the “acquisition
of .San -DiegoiGas 4 Blectrioa¢ompany by,a,similarjyaformedtholding
company ¥wascnot:an acquisibiohractlvityathét?lb%subjéﬁtftd‘Public
vtilities i(PU). Code Section:854.': PU>Code. Sectioh 854>has since’
been amgnded« : (Stab3¢&1995~chuv6221?§flU(A83119)U)iﬁSedtiOh‘85@
now applies - expressly. to mergers~a51wéllias acqufsition’orif 2Rl
contrqbfaqtigiqiesJ};Sec;ion-delb)?4nhichjdpplieb‘Eb*certaihurm,
acti!it}eSwinvolvinguuérynlarge5alectric?igasﬁerrtelephonguurnu;
utilities,’ was.also amended with" respect «to itheranalysis» oficqicn
shOrt4texm;and}longntern'benefits;to:tétépaYersi beweVérffaﬁhbui

such teSt&mgagxo =21r 1o a)&fﬂfﬁ Lpaipneds 21 2nofissinnmionelod

e - xopde wligition o sEEt e H’%BHY&) thus cali'””ﬁﬁg“aﬁggkigﬁ'
our’ contintied aUtEorit’“E 'Eke&p%jkﬁe P sE SO S AT Y %iﬁ%‘g ol

company, Qeneréliy, from! $é&t10h 854’bﬁf§ﬁank ro thE! Lok ﬁ%?%%faug

Grahted“in Section %54(a3 khich perm1ts us’ to estabi1sﬁo%t%é 34

definitishs 68 What constitht & s st acHLi%iEio T o EEhERS] ¢
Pt r o 1 241 { I SE5
activitiess "'oat 1% creat’ that® Ehé‘léglslature consideféd EIII;

forustioh' o alHisYdlng Soiiphiny” €' b Sibjecl 8T Section 5417

becauss’ StheEhisel 1t ¥d01d I nOT hWate ‘folihd’ f%‘ﬁé&ééébry %3léi%m%{j
such an® act1v1ty'fro i the provisiens of paragrap%s 113 ahd’ (2[)'”1r

e « {2 § =3 IGE A0
sectisn! 853 (5107 Accotai ngly,j&eJR'Jclude HAT The préBoddy ?
ééiléﬂsv »
1S
r

jurisdiction of the Comm1351on pursuant to Secti3n% 16
854 (a) of the,PUsCode: a'affivozosl o ocupitisd 5'ASd Yo norfuwlovid:
Reasbna;fqnqthgjHOLGLnQa¢ompanysReogggﬁizationrq éji al
y35?9q~8Th§‘parti¢S§iaggeeron‘theiﬁéedfto condition any Jenilgqgs
approval:of the Merxger; nand:théy;disagree sontwhatdconditionssqg nl-
_shpulg gg\“pggedj jHowever, thererdoes nbtféppearatoibeﬂany qQ1oD
remaig1ng disagrgement Qn“wbetheraRosev1lleafirstnneedthojshoﬁiO_

erandacelohi 14 3hbjEet® LT 8ebtIdN’ 248410 K35aL11187 3R
361 i sy n“Jaai

that reorqaq;zatloncis_necessaryrln some;wayutoaitslcontinuédﬂl39
OpeKa§ioﬂaﬁ§1§ PUblicjutiliﬁyrﬁ 1031 noitedifqga qﬂEQ‘oJ GHOﬂQQISi
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Rosoville's Rationale eo)ujrje puaiageved
cortrsriposiRoseville justifies;its desirectofreorqanIZé under a
-holding icompany spursuant s to the :Merger-‘ontHe q:oundSLthat!Parént
-could own other.:subsidiaries v(than:Roseville): thatccould engagé'
in.ynpregulated businesses-Yonia 'structurally séparatéibasis ifiom
the. regulated utility,thereby. protectirig utili€y ratepayers fréh -
the risks .associated with ‘the .new businesses,’ simplifying i» von
régulatiOnyofsthe;tp;ephdné'utdlityland pefmiftiﬁqﬁlﬁaféhﬁlﬁfdﬁﬁ
pursueﬁnewrlunregulatqd'businesbtopportunitiQSthilhwEhéfdpﬁiﬁdﬁﬁ
corporateksbguaturefin-place;ﬂfxTheﬁréaéon*thatRR0§év1Lléififf3“
beljeves it;will be;dpsiféblg'toieﬁbagefin“suchudhfédulétéu ez
,businesseé—13;bhét‘ltsfhistbfibélnfdleMéSVanohbﬁblyﬁﬁfﬁbidéY?bf
telecommunications is changing. Aspects of its present:aoi iz
'.operations may, pecoqs co petitivg Pysingﬁses ip the short-term

ILSUD ot reco bivia

future, . andwquaging in coppet}th?n garries, with it the risk of,

bu51ness fa11ure. JThe potentlal for, such. falluglth;F;es ﬁitp
it, in_ Rosev111e 3 view,.the po}eptj?l of affecting. its a bi;ﬁ;&r
to d;sgharge 1ts remainlng, nonCOmpetitlve, regulated,. monopoly,;.
utility i??}%?f%%&?% B 3‘?;?91“91905"&?}15,_13'& and regulated; ;.; 1.,
enterppises in sgparate operat@ng‘mepanies,1ﬁqs¢yille reason§!;:
S
Lpgupetterf
1nsulated from market ri
A IRTR A AP § 5

compong9}b9f }tﬁ ?rgggsal

divestiture to affiliate ?&;f

el
'beco'ne der?gulated,v,“ Ol dasyre g ;ze;»i';:’zzi’s",»ci} 23 1o no‘i}uj'ﬂa}:js:(
Evolution of DRA's Critique of Rosaville’ s Ratidnilerd 1o (s ks
' In its protest-;maaxtoakgthe pasitiofpthaji Bos‘éyi-lt 2134
application failed:to show swhy < thefreorganizat16n=Was1necessary
in parb1¢u1ar,aDRAiargued;:Bosevlllejdid snoteshdW Why ltsfchrtént
corporatesstructurejistinadequatesté permitoit tozﬁéttic1paté”iﬁ°
othetete;ecbmmuhiéétidns{businésses1oﬁxwh9 aﬂhaldihg 2 EOMPARyLemaT
str‘uétiure':'wouldijbea'superio'r‘f:% In x;it‘s’zaepg‘rét lomtRISEVELIE00T 25 .
Telephone Company App_l‘icatibn for Authérizatidhded "Itr{imiéﬂ\éﬁfﬁééfiﬁ .
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Plan:of- Rebrganization WhichlwilleeSultciniéwﬂolding Companyr .ol
Structure, iDRA!sipOsition:was that it supportsiFatilities!.s .xd)
forming a holding compény if there are (1) tangible and cerof to
quantifinle ratepayer ben?;Atsh anq (2) sgf(%c}englsafeguards in
Place, to adequately, protect the ytility and ivs rotepayers fxon
the activities of .unregulated atfiliates. ., (B%y 2 ak.15 hinlm
its Qr%ggsjﬁRRA‘féc §gs 1t31?§§gn§ion solely on,_ tﬂe,;gnditi ng;of
approval,, including conditions rglating vo ratepayer benetits and

affiliate tr@ acti § ?; guards.

R TESGNaL

juf!} zring alleiono nt Lalaoy
#-Theprécént-améndmentsctorSection: 854 show that.thelnpﬂ{'
Legislatu;ejintendédito:gxcludeicgnsidératidnsgofbrétepayérann!ad
benefit from OurireviqwiéfqhbldingECOmpanyjformétion?inv&lvinQHOﬁ
utilitiesslic oris ni bopspno od biveow sw stodw sbon Isisibui-lerup

Role of the Commission on Matters of Corporate Governjé’l}acgj wel o

. We recently held that the form:zofidrganizadtioncande'Aad
ownership of anycforzprofitrventureiought ‘tliep inGtherfirst
instance, ,invthe:sound:disoretion-of mariddenient;  Subject to-theasv
rights-provided othetwiseiof:the shareholdérs:-to:consentgrand iove
SUbject‘tOLourJovgrsightctOche;thedtrdécéssdry:tplprotebbrﬁﬁéiw~
publig-interest. (InwrerSéniDiegoiGasz&calecétic‘GémpanyntIQQSnoa

=i GPUC2ds= [ {S1(Di95-12-018):+(SDGEE (HO1ding :Cémpany i} ciqgeiis
Decision) .} c:Incdo:holdings wecadopted :astandard<ofratepayer bns

indifferen¢ettoithéceffedts -of 'a -holding ‘conpany :r¥eorganization.iu
Accordinglyfiwhencaiutility\séeks%toggeorgaﬁtiérundérnazholdinqaé
compahYlsdeétureﬁundercPUaGodeZSecﬁiod.818 or Séctioén 854, ve'ido
not requiresit to’demonstrateamdfe'thah thata{l) ~aivalid BU§ineSS
purpose: exlsbs,{and[(2){the reorganization mayibe’accompliéhédcﬂf '
and futureroperabions(COnductéd pursuant stocconditions ithats willil

asnodagqalol of oarmisp
Condit;ons Required to Protect the Public Intefest .noitsuiia
i As noted in the SDG&E Holdlng Company Deci31on, the

recent history of util1ty reorganizations into holding companies'
has- been a history of conditions. ORA has proposed 76 COnditionsr

-.9[;;
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be fequgred gs&hfcéndition!ofaOUrIépptoval'ofithis1appliéatipn}i3
(EX. 2.)=wRoséville:accepts some:of these-conditiohsjibut:réjects

others. b sidipanct (1) oo ormit 14 yaco oo vnibled s paintol

srohrnionetard® 18kt e Stk1ke end’ blidnde! That i bt ey
easing ovr™ ‘svaitsightiof éomﬁétit{vadénd uhZédu énteé éh{q
of dffl1{afed whiré retatinidg’ éu}lhbiliiy 'eetddedGely’ 5
utillf§i6“”9atioﬁs hé“é%ér, Vdidns 1k defRERTIREG" thatethé11
utilieyis temaihlngjﬁéwegsvgijsiﬁgtﬁggi Bngpoigihéféiéatiﬁfﬁquﬂ
vested in operating units that wE hEUC 24541 0 {d3RET RY’ ﬂéﬁi{ié}é
rngulat . 121t only réﬁuirés méntion1bhatninrstrikingﬁéUCh
balance; Ne-findiourselves: éﬂgagedwinfa quasihlegislétivemede,
concernediprimarilyxwith quesbionsréfupblioy;vrather thad intans
quasi-judicial mode where we would be engaged in the’ applicétion

1‘\;d‘n;j'r K (f)i’:'is

of law t?)ﬁ%ﬁxﬁvoa odRt0q10) Yo airoidsM no acizeinod odl Yo olod

DRA'si Proposed: COHdibiénS“lu} ariy 2z bBlod yidaons: o
«:When :DRA submittedoits:preparédctestimonyi we had notw

yet‘issued'thefSDG&E‘Holding Company Decisionin: Ho#evet,‘UtOniout
avoid:.the need:tocre=litigaterso soontafterw(that case]ﬂsDRA ‘{1
willingrtOcaqceptgtheefollowing>packagevofrgafeguardscand-Jusgeua
conditiénszn[rlr]'SafeQUErds:aﬁdfcoﬁdibiénslthét‘theﬁcommissiéﬁvq
~ adopts [in the SDG&E: Holding :Company iDeSisiény ! (2)) saféguards_
and conditions:préviousliyradopted:by.the:CormissionIfor .teléphoné
utilities;uparticqlanly:thoSéfsethérthéin10592%07é072[ﬂfand3(3r1
safeguards randiconditionscagreed to- by \Rosevillerinits (didést>on
testimony s (Ex.0272 at~Qélu)muThefcommis§fonfébmmend§tDRA€fdnﬁitsﬁ
prdbdsal(tdfrefer rany cof thelpolicysfssdesctottﬁé;dﬁtcomerqflgﬁe7
SDG&EwHoldjng;GOmpany;Decisioﬁfu4This wbrlféllbwasatoif6cﬁsfonﬁq
those: areas :of difference between DRA:andcRosevilleécthatrarel s
germane to telephone utllities ‘orUniqueito: Ro§ev1dlé'stUP995 sd
situation. dzo10dal oiIdu{ odi Joodoiq oF baxxugsﬂ eno:ixbno?

st \noiziosd yansgnod pnibfoll 320U& edy ni bolon zA
ééinéqmoa puibiod oidni andfjssinﬁgjoax viilizu 1o yxojaiﬁ 3ﬁ3391

zno} 1ibaos 3V bozogota z2ed AMG  .2noilibnoo Yo yyolaid s nosd esd

;_io -
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1. ?Tesbimony;otaOfficers'andismployeessof Affiiiatesi daidv ai

“eaodrh ¥hECsbadkisidile Colpdhy ' pdé \Dibn,ql ?redﬁfhat
the offiderd ahd &ipLogesdide>eRatRE1diRq7E8RpANY and“f{““)’qi’

subsidtarids Vdna11 b6 4081 hb14 :"tddppéat’ aﬁdbtéstify e aIeiad
rpofvoeIa /ool

Conrid $sion Iprocdadifigh “dd "hedessally (8¢ PeqifdEdy s adopt that

At an hdid it dae e PRt zeivz 2ti to i yasanoen onib st
coriditison ‘Nérd, w1 foe enlrnibizdo S X _
A e.f:« 4 qead ol ,eoiisiblsdua z1i aoi\bos yiteygon wiiblod odr o
2. A filiate Transactions Order to Apply . as Reporting Staqdard
LUl TATIN (Ol AR TNIOine i 3eU Rt Fie i N E PR EeE

T Ds;fﬁosevikle;agre¢$ that ourjdecision iIn‘re Reporting i)
Requirements for Electric, Gas, and Télephone (Utilities :Régarding.
Their Affiliate Transactions (1993) 48 ceucad 16?, 177, (Affiliate

nozing ong 0l o oiuizesy 919k oniten Joa
Transactions Order) should be the standard for rep {ting 4
. "y igtyqorah oiodw" Snilsb Jon z2eoh iumc \nou.z D]
affillate transactions. Becauseé Roseville is, and Pareqt s
Ll Loldrialaxg "oisTIqorqgge 99w ashia(on aw 2es :Jla rex

be', already subject to the Affiliate Transacﬁions Order ‘
10 =ia0onds paidicgss 1o oscqIgq Diliosdn ﬂqofev'}) 2ru
however, and because Roseville has not requested any deviation

ifstdnndedos at yieiidy baisfvupoar £ oy (57150 !)“J’hliii‘?l
from those requirements, it is not necessary to 1m se adherence
cqtend boielueseiit On (1L 2nciINRansIs Hl6 e L DoHY 1n...r
to Yhe Afflliate Transactions Order as a cgnd}tion of approva}* 3
dirio TR S TSN o S SR R R, ol A Al
the application. ) o R i i
sl tarEEs ] HALD ‘_1*:'9.“;1.-’ Prdpsibal od e st Y HIS \i~‘ franv

3. . Annual Statements on.Affiliate; Transactions.niiinoue 129014

te:i3 i Roseville®agrees’ thiat! anntal® stateheht s on! tHE Haedrd
of affiliater tranbactions ard! the' based® of! a11sEAtTohs FhiF oF ¢/

transfer. prioiny’ shotildibe Yequirédisi A& Hi&ondition O Howavey ;1!
this requirefént! is1simplyideclarativet'of P> Code e 2tioh” 587 Aha
the Affflfaté! Transactiohslo¥der . no Aoialdeh & Dile (22006 fEnuaio

Jitemrbut poidanoons Yo noiiesilqae bioyon

W3y i ¥ J\JJf\iL/(
4. AccountingﬁStandards ) o .
f{i---"l‘f»)!j si¥roage 6 1oo1ll yaS oW ity ni efozed aslugnidieg I

et ok ;P8 RA_proposes,that Pargnts S“"Pd}afies-r and. .3oi‘qtq 10?

14c I
ventures keep books consistent with enerally accepted '
azz/{ 61182 1o 261t 103 nordsnilijol - .<
accounting principi }Ghﬁ ; and- the Uniform Systém of "Accéunts

(USOA) 1 RésevilIEJfoiéseésﬁbusineésés,G%ﬁéﬂﬁagfééBi%O%elev131on,
ardt yatns1n Is226 Y16 pr'i'i'xc)}anfﬂt s10%19d- noiazs u-.:oi) a{1

! In its comme draft, declsi yRoseyi}le, is ¢ongg Jleg that this, 0012
phrase could l‘:-%'i d'(ilc})%sub%ect Parel to‘fré\g % on as a utility. We méan no
more than that Parent would be classified under: the Afﬂliate Transactions'
Order as an "affiliated entity and "controlling corporation" in relation to -

Roseville.
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in which it.wouldibe inappropiiate-to requiré“appllcatién of 1
USOA. - Roseville Buggest that, USOA ¢, requixed.only Hwhere

TGt E LPO 2y

appropriate." DRA does)q? (2ddregs,this. suggestion in.itsireply

e Ny
brief, and iq.its d}recg ;e ;imqny}qpqresges iglgqu.by referance
to a prev}ous decisloqpqq w@ieq we.required, an:electric utility’s

[RIR S R
holding company, any of its subsidlaries, and the joint .ventures

of the holding company and/or its subsidiaries, to keep booke in

i an, wiag 1 1al SHolineaas 1ty 9l

é maﬁﬁéé égﬁgistent with GAAC\ “an where feasible, Nith" USOA.
{In (eaSOuthé&ntCaIifdfﬂiatEdiéOn~cempaﬁ?*(l988r527?épuczd 347,

rep
H

- p ~ et s g ey oY = AN i 3%
:375 1(Edison iDgdiston))yo (o7 Ban \2ed (oiedusld 1ot 2ineaciivpod

: 3 Ve i bSougn gh (E0P{) _2a0itonenstl odnillllA 1iod?
RIERS SR Q ié“hot define wheyﬁ e??ﬁplé: ﬂp Eh%)Edi%Sn s T
356 1. baebnsitz adld od blucidz (12bx0 2no Js,ufx
Decis{gﬁ:nghd Roseville does not define "where appropriate” q%
c aneand ban zi o olfivazol seussod .eaniianzng1l aloild
Nevertheless, we consider 'where appropriate" preferable. USOA.
19D _Z2a0f JORBHRT 1nili13A adl ol Jﬂegeuf voeoils ad
was developed for ihe spec;fic purpose of report ng_ accounts of
i qt jiatoouyst Ioa .Jﬂigflxxeaoﬂ sziransd bas 1ovaword
regulated litles. When a regulated utility is substantially
19:ihR ucoa czaon i Jon 2io b, 2Iincnoiicpol o ot mosl
invol in at filiate transactions in an unregu;afrd bufines$, 5
Z i \i() (E(_)'JJI!?I iy X fit “, FR SRS |
either di%ectiy or througﬁ or with an affiliate or )o1nt1
Livdtievilquas oiid
venturer, applying USOA may be indicated under GAAP to as ist ‘in

proper accounting:‘and' repdrting' by th’qutility’ > on’ the”other
hand,-wheq the,utjlity,is. only“a pqssive investor;(assuming that

to be otherwise proper),.,no,useful: purpose.can: be, served by.1s 1o
1mposing US$OA,,; The appropriateness.of applying: USOA: in such:neid’
'231tuat10n§!,accordlngly,;w111.varybyith the: applicablei facts and!
circumstances, and a decision on, apprgprlatenesstjll regquiyre the

sound application of accountlng )udgment, sub e to. our review ,
I8 r, D{U U025/ W%

in particular cases in which we may direct a’ spéc1f1é tieatment>

for pﬁréoéeéféf a?givehl préteealny ok sé@1e$3;?4013nsactlons.

Go1ysnoae vIfstonop dilw 3notziznoos adocd (sod Szerdasy

5. Notification for Transfer of Certain Assets
IOHODDA 10 MsJz2ya 10145t T i1 '!‘1[ T f © UL

,do:b;vq19,°§?8}11?nagfsss that, it=§bould besrequired: to notify))
the Commission before transferring any asset greater than ... _.

$100 000 td‘PéYént“or aﬁ*affilfatﬁ”“ﬁe 91111 6p§3Ené 20 edboal -

3 f‘e; an criitdg 526 naijaug.u s blocn qrcn‘;

' :eij_.c.sel"{ glatl 1134 243 1:bau batYiezeln od bivow 2a3167 3edd ned’d siom

U;Jn? L)JB.!!.?Y‘S" N6 28 ¥sbha0
. calftvazod-

tonirq pﬁfjﬂUODWE

o aoidslsl ol "ROITENCTIIOD [x;ifi“‘il")"" kas

fo 12_;
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formulation contained iin:Ordering:Paragraphi of ‘the Edison'2<1 1!
Decision. » ‘ Lot ek L 136 ol o favorggs 3o o E1ibn

6. Ledgérs for Affiliate ‘Transactiopg’ ‘o Egi}jﬁq%ﬂufuuﬂﬁﬂ N\

uaxsruzuRosevillegagreesxthatnit1shdu1dabéWYEQUitbdlto maintain
%ledgeréetd.tfack«affiliaté;trahsacﬁiohsathrougﬁ?séparaté%accoﬁhtk
receivable and payable, with separate sub+taccounts for‘eachbin-b
affiliate. ) tes

5 . "% . T - [T Fr
2T witaxinopd o paidyogpl oA L0

7. Cash Flow Statement

anoi}dnuthe:SDG&&‘HoldingiCompényiDec;sibnﬂwésgbnsidered* at
<requ1;1ng,austateméntxprCashuflbw;iholudin@:the?holdihgbcbmp#ﬁy)
and affiliates other than the utility. We concludédfthatathé?Tﬁq
information that such a requirepent Hoyld gl}g}tlis al qgn <

e EJDS;’H-\; Y £L113 eannd Ca9n ALEAS .

provided by GAAP's hotes requirement and: décided’égain3t11t2

S lvoda 21 deald caaips sflivonod

Srn;LReportingzoniBenefltSLtbzFbrmérdE@ploy%es3iifVﬂcO%

5T N 3 - o 1y {e: l. £ 231 Nt
3R6§Eville‘%g&éé ‘et the’ ATFIVIRE tHdRSactidns &7
¥ % X 7 N N11% T3 Jt KR INRES)
Ordet's'féqu é%énis coﬁcernlng repor%ihgjo%opénéigns at e A

> NS ST

benefits retained by transferred employees’ shoula“é%piy. !
However, for!the:same:reasons giveniabové,: reqiiringradherénce- o
that requirement as pdc?ndit§0n of ;approval of .the application is
not neggfsaryg1, A alsg,suggests, that the,§f§1liateeTr§nsaction§
Eleﬁ?ﬁt?ﬁrglpuROS?xiélﬁrﬁjcasez Nith,a;provision, ;-

?nggpi“FIUde ?"Y,¥i9ht? t?.QQV ,“¥§§;9§$%1Fyﬁ:oz

iy g 439 §§é°9ir§ta1333§9511fnr
confrg : st may be applied, ng ?9 %onlﬂutb§ SDGEE..2 43
"2%?%‘9: -’ 9 %F?Slgi?lnk‘,.z?ép‘??ﬁ??d QuUE pLeferenge that thisy
issue bgr k.on EBe AEfiliate;yoz09

Trang °"SU9f egﬁ and ghgre ; ”go g ﬂfE adopt this;condition,

27 19V w v o dhv]
9. AnnualjRéporting ofﬁAffil feaTransactibng eniemor siiivseoﬂ
”JR&éSvIIIéBAgﬁegguthgtoft sﬂo f&“ﬁeaée§5f3é31?o‘Sﬁﬁﬁgffﬁ

1t3s0700 .
report all intercompany transactions, but it is not necgésariuto

S -13 -
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imPOSesadherenceZtoithe;htfiliageuTran§acﬁiénsf0rder;asfdﬁffﬂiﬂl
condition of approval of the application, - ' otz ensld

10. Annual Reportiné of Capital::Budgets atfilta 03 =apbol .0

w:njﬁts-:cxlnuth6¢SDG&EiHoldihg Company :Decision,! Wwe' cohsidered
this, requirement: for, projeoted capital -budgets of--affiliatesytand

'

decided. not:.to :dmposeiti:z ateyeqoe d3iv (wlinyed bin aldevionan
Lateilitia

11. Annual Reporting of Orggnizational Changes

Roseville agrees that it should 'be’ %gﬁﬁiféd 10 1nclude
in its,;annual; reports: pursvant; to) the 'Affiliste> Trahsactions
Order:a>desoriptioniof:organizational> changes;>'suthtas: chahges™ to

Parent!s:structuréi,non oW y3ility oild thJ 1od10 a35511i135 bae

12, AMuua)’ Repbriing' of Chéhg‘gvf51x¥flliaterfiaﬁgééfi piprotnd

Corporate Guidelines nr tacnntivest asloa 2'9AAD yd <\bfvoiq

Roseville agreesithat it]should berrequired torintlude’
in its annual reports, prsuaRt to the, ff}liate.Tréps§gti0ns

RETEA S50 T

order a descrlption of chan?es to its corporatg guid?lines for. .o

C. [\f i‘l‘x

affiliate trqngacyions L betiotanest vd banistor siiionod

enz f&qﬂ,qxj S B LT

13..--Trackingmandi Reconciliatlon of Business:Referrals:i .vsvswoll

ot ““ifﬁ??bRﬁ“r%ﬁ&mﬁEndé“fﬁgfaRbse Wii1PEhsula’ Be1%equlf”3 to' et

traék business pbférri1sifrdn’ Rosévlll%(té“g?flilatésxéﬁi%h“d don
"totals tédondiled’dii a'h "nthiy bas1E™ ofde TP REL7E4B1TINET Y
formaliréferka1Tprsgiamy’ (EdV2, V4 pbﬁiﬂniRzgeeli'gbéfgﬁgéﬂﬁ%%%
the*prbgan{svuhndcessaly’ ”-Ehar’ia‘acﬂi phlépagad -eonivies
indiffdiendd dr e "ﬁfomoteqfalr Bmﬁ%iitléﬁfEAn ¢hd"th hedEy thatos
the smai1193138%0f RodaviliaYs cli3tbade Bgsgﬁ?elétiOd E%v nllqgi
fubddd doiBeCitsEa) 2LlichVasTATER ST imInat 52 5RTYpS is’i’iiw‘%
Rosevil1dséiiilfa9sd fes'4er1i14¢ud 18 é‘feéyaih%aﬁ%ﬁ 187 pgd 2veet
aﬁfié&ﬁﬁé?itide.j°oﬁﬁ 2duheasCtnat naiévsy“tn%9?69u32°é%§ﬁﬁ ,
Roseville remains. today-a:zmonopolistiwi thin jtsmackétfsandi - .0
Y{@gﬁ%g? ref%rrals?is"neg?ssarthOfas§urg‘?pfa1r1§5art to |

33 r0pat ad tione I JIunn

Cgﬁp%ﬁ%g % an Jon 2t 3% Jud ’ﬂOi1JG 1613 anc”oaisjﬂz Iis 3¥0q91
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bt jmaualnqthesSDG&EQHoldingsCémpaﬂynDécisiénP?ﬂeﬁréoked at
this issue:=from-tharpérspective-of indirecﬁ ratepayer<funding’of
nonreqgulated; ventures .inwhichctherutility was ‘invélvéd«ratheerd
than-from:-the perspec¢tive:of :concérns withicompdtition.! IOnctheo
evidence;dn:sthis record;:we canndt dismiss ‘DRA's:dondernithat<a's -
potential ﬁorgabuSe,maycexisbjthafrcould;be‘moﬁitdrédibyutnt Tn
tracking, - Accordingly;swe:will irequire Roseville to:notify tHe?
Commisgion-in.the-¢ventithdtoit establishes any{fOrmalﬁrgferrérO
proqrams:involving ca _doursecofiregular-and ‘répeatedireferrals ‘ofie
customers of BOSthlié Qoioﬁe'qﬁ’MOre'affiLiateS$%1Hefﬁiflrélsoﬁ‘
require .that :‘Roseville trackys; on . a'monthlybasisy>referrals ¢fev
customers ito affiliates,) ﬁorﬁanericd:bfqoné‘yeaﬁftﬁéféafter35"9
This-should he-.sufficient ‘time ‘so that competitors may bring c#ls
complaints before'US\fOr-anyJallegédlyrahtfcompéﬁftivewéCtibitiés
involved { such_;eferrals duriqg the opening stqges of

11(3 16y 1O (33 PR L )

10 : .
competltive(markﬁgg;ﬁ 196?Q¥j§qch proceedlgg,oﬁog(g 9 CAUSE

shown, the pxesiding officer may direct th? ogg }%e c0nt1puen

2 IRt

such c;acﬁing through the cpd atolaTod

£~ 25 1 aith

14. Affiliate Revenue: Accounts.ifor: Referrals 21 =it nrid ovivon

e b W] Rt NATALTALTER R IR TR X ! 7 ol b A7 0
-ei0 ! S PR recohhiehds’ that Rosbb {1 ¥ Hrrilibies bé’féﬁhlred

to maintainbrevenue-accounts‘tthraokiamounts:recéivédlfrom

purpose; ofxth1sncond1tipnnis‘nobuto monitor: antlcompetitivejnn 21
actzvitlesh;but)rather)to establish: factSithat:mlght be-: usefulnin

calculating the. value; ofs:such referralsti;Ros¢v1llevargues;thatff

the precedentlwhich(DRA)cj;espfor th157condit10n1wa§‘nct>ihtehﬂeﬁ
to applyrtoxqbl_};ieSJer e}ephgnefcompanies;geherally;wbutev3wnd
solely to Pacific Bell (Pacific) DRA atgﬁéSJthatolnaohrirj¥q§9i
previous decis1én in re Pacific Bell ((1992214;chuc2d 109 (the

6 o3 GJIVIJ" ABTITIT Y Fovr ety [13E2 8L

1SG Decision we were. af irmin 31st1n Comm1331 n, rul o
nofjizoup 935 o3 nodst od dasd Jsaﬁoxqqg Pk Jasa? i §§uf fiis

QF3}¥F%fq£§f¥§§fﬁy5593§a?§f°“€5q biuode 05a1fi1ls od3 dows wod e

9D i1q 1341(1 aild Js ¢3ilisuy ﬂd} R EET 1 E e ktels] (d} 10 i2lzoo eli s01




PR =A)

te LadeThe: :I1SGrDéeisiony invol?edvanfappl;catioanursuant to PV

Gode,Section:851; ito transfer the:pérsonnelrandlassats~ofzi =iilt
Pacific'siInformation Services:Groupt(ISG), == (Idv=atb113])v: Heuon

approved l:hva_f-appli‘cabio‘n‘,?:-e"subjeol:;r-t:drPacific-’;s‘rcompl'ia_f‘ic.‘elwilth”'j

the Commission's:eéxisting -affiliate-transaction guiidelinesrahdve
our interprétation.of ‘those.guidelines-herein:tud(Idey (THe v tod
foliog}ngfyear,:KOHéverﬂ we ‘adoptéd ithevAffiliate«Transactions 1!
Order :in-its-présent fbrm;’after'cdnsidéringYSevérar?chahqéé’*03
specifically directed: téward telephone« uuilitieSB"He\thefé':711
required disclosure;by the utility ofcany "aobivity of écénémiG

value™ i(a - service) ;provided by ithe utility: to'ancaffrliﬁtéds“I?I
entitydif(Afflliate Transactions Order, 48: CPUO2d ‘at 176 ) e U

also required: reporting.of .the value 'of ’such ‘adtivitiéd ba'sed ‘oh

.cost to:the utility, using WUSOA-accounts.toi(Id. proisd 2rainlguon

T : ) vErph 2 I prae atise aviovai
BY TEE Vel the Afel aéE)TféhEEﬂtio S diébrfzpﬁlies
TAEECEBELE

to FEFErrSTE by Ros8¥{ 18784 ai" aff111a£e, prOV1dgﬁ‘£hat the

XN

referril’ tohstiitds a{‘hactiblly of.éﬁbﬁ%%lé\USTﬁe.ﬁ. i F k,
therefore, that the i “'\11 fiansactléﬁ% df&er iélélwggféiijh
source than the ISG.Decision! to-determine: what:'gdhstitutes < .01
existing Commission rules. for utility/aftiliate trapsactions.”
+17 DRA” also: argues that: the: 13%/raferral’ifes  which'rit:": c!
~reCommehds;1andfto‘whibh*the?re?énueVEYackihgﬁéohdiEibh:Yéiétéﬁy?
is necessary:to,prevent>diversion!'of ‘ratepayer+funded' maxketing' i
and customer séxbicesifrothheiutilibyzfﬁkoséﬁtlle”éigué§5tﬁéfﬁﬁ
its smallysize; i comparéd to' Pacific, makes the'wiskiofiiinlunien
Msignificant”:referral'siremotéi 1Neither ofi‘théselarguifsiitsiy ol

howeveﬁpiwa§fthé;is;uewatahand‘wheﬁWWé*firét?adbb%éafthé??f@ﬁﬁ'05""

refefralyfeexforaPaoiﬁicxﬁ ASIT L 1012i0s7) [ied oiltusd o) yioles
13y ¢ LOOUQD 24,5008 £ [ed 01}1461 9 wqieiossh 2uoivoiq
2rid) QqEwﬁ%wbéJutllity?p%Lv1&és ‘referr 1 sef&%ce to an |

) < ~ fraea <« oy
affllla%%luﬁtnléﬁgt f:% Bﬁﬁ}%aﬂﬂe%ﬂéénlze ta en to the question

A eNp1ld o [1 })\ Ju
of how much thé affiliate should pa@ﬂoié Ec%%}ensa%e the u 1‘111'.A

for its costs; or (b) compensate the utility at the market price

A.95-05-031 ALJ/RC1* - CINLTA 100020 A

o 3w ,{nois ;33& 021




A.95-05-031 ALJ/RC1* - - : sioANL AR (RO 20

for the:yalue of: the referrall> Assuming!thit! tosts: and imakKetio”
pricescan':baf ascertainhed;idarket b}iée!shouldiQEﬁérally‘ekteea}?l
costs,: because i f it costs! more! to provide al Fervice’ than'4tsits
market price, the utility would cease’ providing the’ servieailtio o

If the proper measure is'co5t; ke’ Are> NOLICONCENEd L
with how much revepue the affiliate. realizes that:is.traceable to
the_ini?ial {efer;;ljri }milaxly,)}f[ the,proper,measure is market
price, and the market price is determined by an objective N

, Jtem-d 1o aoituodenl  (ai
standard of the "going rate," we have no néed ‘to examine
affiliatefadcobbhts reldting” €8 biisihRss Advalapaa’ trdn’ referrals.
It 1s!onlyiwhen the7ptaﬁer°méaéukéiis“aiffé?ehiﬂff"“B&th’éééﬁ?“”
andimarkét“thathé Aedd? €3 bdicdnddried?nith! §0¢h2adcount 89 Vit
b s roderng 53 IIi‘.’ 28 usowioed modeve lien-o ae oved [liw

bi " ‘nn% %riaéejcasedthatlgetJa referral fee fo} Pacific,

oue atslnies o) ofidizssl sd Joit yvea Si etolsisdl i1zolsilitie
DRA argued Ehat, in the absence of a market study the proper
~moly 2rodtbun o) sufevy el sleye 6 Houe bod Ji SI it - asphaac
measure of the value of referrals was the excess of the profit .

Lopeaata Y0 cenoagRs ol Y1120 2o

earned from those referrals over the profit that would be earned
from:such refdrral§iif mdde €6Va~n8n2afriliate? {[in P& Pacifie
Belll (1986)©27:CPUC2d°1, $112213591321) “We 3ppPovéd, fonEhat ™ ev®
recordyradcdleulatioh of profitd~tRdf v&stdd o aflatioddt fon fdE™
certainicosta! for advertisingfim3idévidcdssigy by ﬁhTOfaCEJthét}RG
study of/acmdrkét-Basédipricé Radvin Ene Fedsrd? I{idi%at 1357792
138.) In doing 867 HE WEP&TUS{iAgEi IS °81F{113¢8%8alds FEVEAGE™

from Padificireférrald3dsfaprokyrror hddke€ Valﬁeqj (Id“af*‘6 .

138J)2fs= 10l bowtelerq od bivow fieu-o Jond aniprnf o3 Hu0ilibe

spnicle tamls qellesppue ond ’IclOiIJP odp3 JofnnD "9¥. . .29peeasy
: We would prefer in Roseville's case, if necessary for

: . .oznoaxe amoensbhiud e 21 [icm-o Yo
ratemaking purposes, to use the market-based price. We will not

speculate here on when, whether, or Thov 18§0eh 18 $rid&*snéutd be -V L
~ detgrmined,, ¢ will notyrequire. cRoseville th.tr.a.qlg affiliate
Sqlggir§v§nuespfromiteferrals a8 a;gondition oficthig; applicatlon‘-

[ I S AN

If transfer pricing becomes an issue in a Rosev111e general rate ...
_casé"*‘RoSe”w’ille‘”‘(’){il(‘.{‘'fii’tcf*ff:ié?{flf"’Oiﬂlisi:ww 6}6 {”“ @dﬂé Vwoﬂn.

Ticpsi fen , ©H i£2P3051 3 2 k FEY JBJ i
appropriafe market: price  study Tand' L £2 1 fﬁe?é“uﬁ%blelto‘ﬁ 9'“V°’ff
amcr1 2 es .Julun 1 ai ariecizid)r yd 031 ‘m 6D YER 31 J.nj \:;nnvaneni <3

ain nuon yiagaxr 23t oni feo
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could: find itself. with: the;burden ofi demonstrating an:appropriate

referyal, fee.. Hhether or: not: it would:bgnefitt from. historicaliiqg .
affiliate revenue, data tied, to . referralsvinymaking its. shbwing ds _
a chofce; we,leaye to:Roseville..s Lluey yiclisn ot (aoiaa aadyer .

15. !L.C.or,regponde_nces,E‘il—_ingf.System GUNELOT ;1?'--';0'10. afr 11
i RbseRi114 agTebs” t’haf’it[shbuld1 FeUATT TR Sporiabndll
béEﬁeén*énﬂTééﬁ&éfﬁlﬁa‘Ro%@ville‘ aha heelltacest 1317 f1Vé‘§é$&s“j

aviioostdo an yd Loninioiob o Poositg dodyen o) e (oDITY
16. Retention of E-mail g . o
ST aTo 0F DBoor on overd ow "(edet palop" od3 o bisbnslta

s 15155 DRBPTOPQSES, §hatz§1?Ct§°Uic.N§ilf(9 -mail).between iits
Roseville .dgcisionmakersyand.affiliates shonld,be xetaiped,for i3

fug vty

five years. Rosgw%llg grgugqjthg; it ;does, not knoynwhe;he;rit»~s

272 r

will have an ¢-mail.system between ROSeville decisionmakers and

iy o699 soi anl (3110101 & toz isill oz2ed odfy adt il
affii ates; therefore, it may not be feasible to maintain such
1sqaxqg oid ,yhuta 1sivem 5 1o S0 nads o9d2 nl (Jend boppis AN
messages, and 1f it had such a system, the valu to auditors does
titorg ol 1o 2doxe odl 2ew Ziejpnd Yo oulov 10 IUELSd
not )ustlfy the expense of storage. N S :
st i Bloow il riiorg ouild orevo 2{f 118701 o2 1‘.J So1d ')::rnsw

. He will not . require, Rosevillepto implementian g-maila-x .
it, QOes,(we will expectrit ;oireta;n\qopgesgpf'_dd ‘

.....

systemt but'if

D >

mallkcqrrespgndenc -between its}offiqers 9r department-heads:and;

!lLl

affiliates for .a perigg of five; years.r I£- we[ﬁere)tOJrequ;rej,q.

1 3

reten;ion-ofbggpiqswofrpaper, -hut .not- qopleskgﬁ e;eqtronlgu ISR L
{.

O W bt

messages, .tQ, assiﬁyiin;Qegecting;otherwlseAunrqportedah al
transagtions between a, ut111tywand its raffiliatespeoitodsinot ol

el i

d1fficu1t'to imagine that e-mail would be preferred for seleqted

QT
fe R

P‘-v

messages. We cannot take serlously the suggestl?n that storagé
10l wiIE22 a0y 2R a'sllivsaod i 1o1Big blgoy 5%

of e-mail is a hurdensome expense. : . :
ton LLpw ol aoit1q boazed-Yodsen siid oz ot (E220070q {pAINsnRsIs!

17. ‘_E’,_'DOCu}nentatl‘on of Contacts .,  yodioriw ,noiw no siod odsfusuge

njs--)DRA Proposés that"“éCfédﬁifé“"d&fﬁméﬂéﬁfi@h 6?5ééﬁfdéf§

(eig . fmeetingsjic phénéfcallsféhd déskféaréhdarérjﬁeﬁﬁgéﬁv°fiff€ @
eig.

atew lewonan alliuszod 6 ni sueezi ne eomoned pniniiqg 19}zne13 11

ille renews tli(h argumem; li‘r!’ (i}s cozrggrit 8“3“1? draftgggg }ng bu.tu.sf)

h?sé ﬁb\:‘?h&f 1‘5n§(\ éal "iegal, or factua error. are not requiri ‘hg :
Rosevjlle. to jrplenent; an, esmail: system, er_ggy to,rgtain;CppiLeq of apyqoiqqgs - - . g
correiponcfenéi that 1 'l'?"may'l generate by’ t{;i ‘DRA a4 .

s means in the future, as DRA poi ts
out in its reply comments. - .
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personnel -{above and?beloﬁrthenliﬁentransaoﬁionslﬂsto:bev}étaiheﬁ
forx,-five years.: ;RoseyilleibelieveSLthahuonly:ofricers’anaiwgdsw
department<head3/sh0uld'be'subjecﬁnto‘this‘requiremedt)-yhich“&ﬁ
should be understood to :referito:contacts with ‘affiliates.livoncs
Conpsistent with the. proposed conditions;15" and ‘16,7 above;?we will
restrict this requirement to'officers and department: headsi} bt

18, Retention of+Narketing'MateriaISioifsquau ban wopn oid
wiweimo) adi bssbal Lnialo & sved sroysgotor Adidw
DRA) Proposes. that,wershould require affrliates tol

retain all Malketing' mh erialé"’”% ?Ig't% cﬁ%E T2k s ?; §1‘ess

gigizy B 203671 ll}l')! o1 risf) Loy
plans and stra;eglc—plans(forfflve years. Rosevillezobjects to

T Py UERiE a9y iLLif3on
b
this Tcii?n_!dfli"s}:abr?f:f?:s ab?}?e\?t O,IP L1 UI‘I’{?‘;{ '}‘-'féga‘)hsceﬁ%ff12;?§é§Lf(§f: 1

competitors are not required-toiretainssuchirecords)(:andrs
un)ustified (because they dofnotpgglate to, fategayggfgggggrnglrb3

10 1os1e 6o tya S

Requirlng copies of such documentsitoibe:retainedzlsusi
not much of a burden; unless it could be shown tojconflict with .a

particular affillate s record retention pollcy. Such documents
F{uid ii tn gaoxpL ol liyascd

are cUStomarin wtdind leas for some" time, in the normal
b I A= r*}\‘\.q) 3T r qrrj ;z:

coltse’of’ buéinegle iSERiAg 1A’ tha” #8%okd” shows *that” competitors
iz Yo zaoissinnny

of affiliates“gai% a2 macély g%f‘gelblnbe nan ree to

. : 3 e ff DRI }“11 f;‘)[‘{;ﬁ—’ no. dnejge 97 PRASIES31
immediately” af% aéhImat3r{a18. Cunecier the urden

is justified, howeverjr usthtos determine ‘the purposeithats
retaining euch record§ (BEEYeSY [iveno faii agpf,ﬁ,q R

{{=DRA arguestthab the 1adK of Isuch® fécofds‘makesllw

regulatéryaoversightiimpOSSibleI el are1not'%onv1nced 93k

10‘1". 3 dpid, Insixs sdl : rmM Talal
“may be {n budinesses tota

fs[iJ '3 bahiveig 2ead0s 3:11 NGIE3LS

lity dbtles. Whatever theé wisdom may

anoxjsj:uiz,jdsofirn fe owl z2nis}aod
es acqu1r ng rug store chains, for

iy 6 (3iw notivpensy o3 93plo1

{ éss p ans of such afgiilates bear
236vbe 3dpii 353 gno sd nollipsensxld

e purposes for which we regulate

sitimil Jon 21 AAG yd irezcgoiqg noitibnoes

ni
E‘i

onfgrtaﬁSéﬂzigijfél E

i
n
I

anoilons=ns:
Rogebifle PO,{”‘
- Ferj-enciizsennid-sacidld o bytimil 1odiinl Jon. 21 bns "jIIIJH
Second, even when affiliates are in a competrtlve

telecommunlcat1ons business that is more closely related to

- 19 -
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Rosevillelstutility;dubiesyﬁwearahnotftellhhﬁat-useitﬁeé@ﬂﬂﬁﬁiﬁﬂ
materials. willsbe in: regulating Roseville unlods itois\te vncover
instances of:the: affiliatée' trading on: its irglationship ‘to the b
Roseville, "brand.! . Our polibyron4thefu9efofiamutidity'sﬂii’ﬁﬂ?da
corporate.-idéntity iis. long- settled,lit)is:a ‘matter! of ratepayer >

indifference"n?,:}uf‘m Fie, 2100330 O Saosoaivpsy 2inf It feay

The name. and reputatiOn%éﬁéazutiiitY%isyﬁbt&an?assetifb B
which ratepayers have a c¢laim. Indeed, the -Commission
has never! intludedrgood will in+thel rate: basel of ia ~
cofElty, for. patemaking, purpogess, ; Ly folloys, Lhat 11¢ winsas
‘“”“telayers havz nzver hadft pa?ziﬁroug rateS a re€h£n ;
on’thé>valiiesofrgood:will, :!Ratepay%rs«have3pa1d'~ been enniag
nothiz angement of the, utility's name, and,; o s
. reputa?iéPEiyehéggphage Beeﬁ bullt ﬁ the managemént of :
. the" utilitynifsthéyJarerofJanyivalne'DQ* Jfon 9318 zi103dlfoqmod
Ed1 §68 1 BRET 184727 cbudbsa  dt 3601 1R A L2 2 he Wl 1 ot

sz

requireathissconditioningnwsoh done 1o esigon pnixiupod
19“"T1mé£ kjpél‘ti ez od bfuvos 3t 2zaeinue (nebiud £ o ri'i"‘: don
corpreesiesh fud Wyobrilog volinaian byoozt 2'oaled i1i11c vnlo SR T
Roseville agrees that 1t shguld be egu1re? to,maintain
TS B s¥all) PRERE N

a besitive time reportln? system (con?lstent with JPark . 64U0f the.

LR d _- HASE SIS et i

regulations of the Federal COmmunications Commission g$CC))~to -

1 gnedl (RIS R R L8 "-{(i SDRRINEZI HEs !
record time sPent .on serv1ces performed for affil1ates,1},
1

5131 7'UA a3 19

‘209@fAccessuto;BQOks;and:Records;of-Aff;l;ateswdﬁui“tazrrjtug 2

N ¢

DRA proposes that Rosevilld%¥13d018"ba 2eqUiaqaveé s >
"[p)rovide compléete-access-to-ALL:books andirecords 6flall
affiliatesY. (emphasis; ingoriginél)s14Rosevi11exagreesawgthjthigaz
condition to the extent that it merely restatesrPU Code Section

[islc1 2aoceenizud af od ¥r I3R! jel

¥
31ﬂ‘?lpaiThgnﬁcﬁisiJ?ﬁ%"’dEQ;ant“%E,?E?t“¢81E?xﬁgéﬁlé?tegﬁﬁ? 1

Cﬁggaﬁﬁﬁfﬁﬁﬁ significapt Limitations: . fizrst anE?SdtQ%g?aSF 1o od

relate to . a ransacti n with a utilit and seco
1699 2aieil r% i6 1*Ur__0 »ns?q aaenreux bns 139 h“ sﬁ& th?nzaxo

tra 233?,(:_[ Ejé\(i]} g? ?1%? d'tzhétitglmigggqa;?%é 5'?131)’ s 3 no 1 S e I (53 t?anﬁ r?i’z H jTQ? 6o -

condition proposed by DRA is not llmited to transactions "iEbJ ge

utility and is not further limited to those transactiOns that
Csvitilogron 6 ai 9ic 2936ifills nodw neva Dbronsa :

o1 boisisy ylezoln oyon 2 1edl azsnizid cnorjsaanu.oosqu'
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might advexrsely effect: ratepayersiiz It.réquires ("complete" iaccess
to “all”'bOOkSHahg-records;xnd30~"nc Io o260 oy a1l Laotesimned

8 TS Feclill, WS MoK s Kl led Eol Bk (0
bréaddr’ ‘adcess 'tHan pie Vidéd'by)gtathte‘oygf’}¥ésg5€’l % debadt
condition the authority that the Commission alrea ¢ has ﬁdiguéﬁi
to ;the_ PU-Code;ffJ Taveoaarfi s 1o Issont (teols =t 1

¢ 1) cHone
21, Presumption Rega&ding Prodﬂctio of ﬁook%'ﬁa& k%%ér s

se oD od rowod i aebrosay kns »«F"t To notisanenl a6 duubiaod

DRA prOposes a condition that raises a resum tion that
ZhE a3a3nte 9ifd wd bodiisEasustio 2 u MBI REINUNG Y5
Commission requests “for tPF production of books and recordf ?
a4t nonw asitiqgan rups wluiniz odd yd voeogiil noflIenTimil
Roseville or its arfil iates are to _be deemed Presumptively valid
ol piiiboscota 1936 yin 10 yiinobiaogsbnl (22deiv 0o vax,;;
Roseville agrees w with this condifion to the extent that it mere
R E wItlidy add 3o 2soyolans 1o (z2Jineps (21901110 ﬁq(cU<
restates PU Code Section 314(b). o L, .
zeantaud g2 o3 noidnles nil (’;"JrO sy noidonineys o 9inifills
We think this is an area which will benefit, fromiin bne

careful attention to the sgparate issues that are, inVleed, which
@i Yo ylricdios ofs 3taad iaon ad .

are 1nspection and evidence., o , .
e Lo U9 anid 1o (s)If8 nctd002 ol faspexuy nosiag ool

PRI bn§39§i90i33ﬂ(§)30£ﬁ§he,29iCgﬂeugrants the Commissionje iz
each Commissiongr,gand~ea§haoff1cgr=and:pegéon employedibyithéria

Comm1§51qn the, -right, ! ‘at.-apyi{time;: [to) inspgct the,accounts; =41
books, papers, and.documents;of-any pybliciutilityi"ysSection bas
314(b}4subjects="ady,bgsiness which is:;aisubsidiary or affiliateq
of, or:a; corpo;ation which;holds:a controlling)lnterestuin,Jansdj
electrlcal,qgas;bor telephone corparation' to. thewsame*rlght,ough
subject; to;the;transaction subject-matter limitations.previouslys
discusgsed.;;The statutesdoes;pot-limiy the right-to particularvni
progeedings.s4That is, the right,to.inspect dogs-uot-depend oniug
theai§§g§§3inganydgiyen4inVestigatiooanrulemqgiug;napplicationIOD

complaink; -q3 FEfi1Ys yw3itity Yo (b10351 bris zdcod odi odnid [GT:Ep!

aif) (2252The Pightdp¥89idE :a1ByiEng ists éiea “R3Y BediEr&pddgonnoo
either, d1rect193thf6ﬂ§hbéﬁrin§°“é€ioﬁ°of throd JRoE Jéxéﬁinafféﬁﬂ
under géﬁbngfaaoyiqii;cezc;agentziqr»gmployeeJot sthe utility or
affiligte)rsAmritt xaminationsande
filed with the Commission. An 1nspect10n,:on the other hand, may‘

ﬂ
E

vfgzi_,
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be. made' on. demand ‘by. a,Commissioner..ox:- an officer 'of ithebr Hipin

Commission. In the case of any other pérson-employed: by 'the
Commissi?p making ¢ an , inspectiop demand, that, pe exson, must produce
"under the hapd, and a?a,g of ., the, 1GQ) primissson awthori-zation 591
maketheq in}spe\(:ltrij)pl.l“ ](‘PU lcode’ 5‘3" 4(a}, )1'5 Proedfdie s ot ribnos

It is clear, therefore, that whenever the Commissioh 27
seeks to visit the offices of a, .

i DB

conduct an inspection of books_and records, its power to do 50
5 246 sl anitibnon ./ 292Qqgosg ARQ
derivégrir fgjcfféu%gérbel y,)the stat&té% The 8
biis 2 suboz 01 ajdesunor nQtezioiil
limltaéion i%péé%d E& { Slatute eq&éiiy a{pplies’whenI he
1 UL i 1 ats cJJof‘ 135 21 in alf{ivozod
Commisslon wishes, ndependently of any ot 1 proceed ng,iI g
a g} 03 nellinie c.liJiJJ.u aypns ollivaco
kLBiéct offlé%r%?Jéaen %, %r'%mpi&?eég of the utfiity or its i

affiliate to examination under oat in relation to its business

. )

and affaldrd. titenod (fbw dotrdw cone e @i 2ids Nnbdld oW

it Jbovk cyniLote terdl) zoyzel siniquoes oid od 0o IRCERL: _rriwx 33

oGt DoV R 290 07 be” contrasted with t 3 authority of the -
.onnsbivs bas aclizsaent ovs

Commission pursuant to Section 311(a) of the PU Code. That

statuté=anthorizéd the Commnissidh, éach> Codrinibsionéi;¢and certain
of fidérsito-7i§sue subpoeénas-forothé atténdance . 6f'withésses dna”

the préductionséf papers; waybills) beédksjractdntsytdoddients;o?
and testimony"injanylingulty) invedtigdtion; hedtingzropsa ,2doud

procéédihg in anyipartuofsthé state.”2oné=limitatidn appearsithls

thatrstatutée-on’the:pérsonsdito whon!sibpoénasmhy ba2133uddi” N&®
does .theistatuterlimit Eheipniposes for 'whieh bookasandireésiaslo
may-be isoughtu-iThat 1§ did¢tated by thetndtord ofithétindguiryjovs
,invesﬁigéﬁiéﬁ,Cﬁeéfiﬁq,ﬂét‘piﬁééediﬁgaiﬁbéééaidéﬁcédﬁitthﬁé”n3ib
Rules bfePracticezand Procedirelasicarriéd odt Byithe-ppPasiaing v
offLcérin Ulbimately s theteford/sthé>2848h o thé Cofhis8isn i svil”
reach into the books and records of utility affiliates idnislquoo
conne¢tigq}with,§ procegdgpgbié5;im1ted099}ygbyn4ug pLocess, the
Rules,,and.applicab Ilaux.‘3”§0°fg?'?§g$'??§ ?erP’EiYﬁleQQ-‘DSIIb 19385

[ SR 1yF

50 yj£11We adfeébthétcﬂo§év1rleJéﬁdﬁit§QafflllhtéslshSﬁld pabau

subjected tO”ﬁo ‘gréatép bdeeﬁ”undér PUSCEdenSddt ik nﬁ314°fﬁéﬁliiﬁ‘“‘

YEfi ‘bﬂmi waddo ol qa_,norjosqclxx f!fs .aotzzimuod sif diiw bolil

-22 -

33216 nolined sbhod UL zolntzor




A.95-05-031 ALJ/RC1+* . o SEUINGIAC SREO- 0000 LA

they,wquldaqtherwiSeffind;themselvesJTiThAtf%tétuté;«hOVeﬁéfydiv
applieSLinyfinjthe1relétivelyrréstrictéd?¢1%cuhstaﬁ6e§fo£3”9439
demands :for:inspectiontand ‘examinations independentdf StHer meod
proceedings.: :It:does hotfgovérnrd1§c6Vbryfand¢éV1deﬁtiEffzeq aed
matterszinfanyiothér=inquiry;ﬁindestiqaﬁfoﬁf‘hédniﬁgi>orﬁw D) s
proceeding, which fall under PU Code Section 311(a). Seden flad

vl noi;;rfér,siQpations.in-hhich*DRA;Uéhgubther{bar%lés, are
seeking qtscovefyjffomtadseVLlle:onfaﬁrdfftliaﬁé=ih‘h‘BrdceeHihb3
requests:for, production should ralreddy: enjoyi a>presdinption vf: e
validity. underthe' genéral; rule: that alll'evidéncde isrdiscovekrable
yhich,-is: relevant: or :1ikely.to; lead té the> discovery ‘ofiuid sz
\admissibleie?idencéwinwthp:prbceedihgiﬁlUﬁQer=thé3Rulé%3édi§ﬁﬁté§
concerning. .discovery are‘referreditorthe: Law and! Motion® Calendssd
wherg«anyALJris;aUthqri;gditb*détérminevthérscopé%bﬁlpétmi§s1b1§%
discoyeryfeuwezgxpect;thatatheaALJ;wouldniakéninto?pfépervaccbuﬁt'
the fact. that the. presumption’ ought: be: more»rigorouslytapplied-in
the; case, of a;ubility@andgits-gffiLiates>théﬁvihwthe\céée*oﬁﬁan7b
unrelated third,party.v<But-the;facts:and citcumstances’of:eadhi-
discovery.dispute.are-uniqueizi For that:reasonjowé hesitatélitoiny
Créft[§:§p§§ialnruleéapblieablefsolelygtbiR0$eyiile!aﬂd\itézo sils
‘@ﬁfi}iﬁieﬁgziJ}siS;thefduty%bfjeyéry.personiﬁhbmiwe?énliStwiﬂ odr
factrfinding endeavors-to assist the Comnissiontin~determining>c"
relgyaﬂtv§§gt§31“ﬁeiyillﬁcontinuegtbgfely:ohaexisting procédurésc
EQ;-;?.S.QMQ:difie:ehceSEthat?may ax_:is'e';h o tedy genifobiup o163 o
2215 1nesTAa 1 edAtPEI8%3n o RECoEdd 1F Juenilaqs iy oausned nrody

{51 emtilebiup szods 1o Insmoriupox Jopbud st fedd usalo el 1:
DRA proposes’ four conditions relating to interna e
aoiz2iosh 1o 10 fipil nl “Toyicepnides holo2ioinedslqns ol odnt
controls, which would require (1) dOCument1ng procedures and
Jediqer lgunns ae o3iypet oJ Jon (ovods (UL ROYLIIDAOS D22O01( (10
controis for compliance.with cdérporate policy,. (2) mgingain%ng_”
o jngmoriups1 pajlspbud & 920411 03 s2a5z on 2oAsn JI (Fspbud
records in good'order,,%3) using a budgeting process f?r. P
: : _ ‘ .estinivizdue sil
subsidiaries, and (4) providing audited-financial statements for

each}subdiaisigl® R64eviTid 2in8S eRE EiRde 08 nd{{¥ons
acceptable! but %Bjéét§°£8ﬁiﬁéogé%6ﬁa°Eﬁ%?%%ﬁa{%q%ﬁs‘Sﬁigﬁéblad”a

6 ni boviovai gf 93si{13Y6 a6 nedd .Jo5uib a2l pniolig
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grOQﬂd55th&t,SOmeLsubsidlarieS*mavaeTtbo?émaliktoﬁjusb{fy?thédf
expensqiotesepérate budgetsfandfaudited;financialfétaﬁeménté!%%ﬂ
,Rosegille,alsbfargueﬁsthatqindependéntiauditérsfoprareﬁtfshould
be permitted.to-.exercise theiriprofessional -acéouritingjudgment
as to when areview ofifinancial:statements of:subsidiaries 1s' s

indicated. LAY TES ot inal aba I robiage [Ie 1 by Wi tnnane’ng

1o ,=.DRA cites! the. .Edison Decision as:the:justification for
Eh8§QLQQnd§biQnS-}Sa}Iﬂithaticasepfﬂéwrulédfthéty“ﬂdisoﬁb pisidasn
Edisgntg;hb}dingupompgnyf)andueachlofuits-subsidiéfies’bnd*the“li
jpin;yyentures;ofxtheﬁholdingLCOmpahy;ahdlorqitsYSUbsidiariﬁs‘!hV
shall emplpy-@gcguntthnandLother{pfbcgaufes'anancontTOISTEGIaféd
torcost;allocations ahdntransfer}pric;nglt01énsuréihndffabilitétkr
ﬁuklrﬁﬁviewjbyxtheLComﬁisslcnwaﬂdnEo{ﬁrotéct'ggaihéﬁﬂctoS%}ﬁﬁ&ﬂ?ﬁ
sybsigj;abj9n19ﬁ3gpnutilitylacbivities by: Edisbn! s> customersitoi
Thesggprpsgdu;esyahdacoﬁﬁrblsrSTéﬁexplainéd in: Edison's.'Corporate
Policiésgang Guidelinesi:for-Affiliate> Transactionst JThiS??53 wels
document -is:attachedihéreto;-ahd: by this>refershcéis hade  parti’
ofﬁthesé;conditions;Piﬁ(Edisonvoéciéioh7527-CPUCZd;aEf3752)ﬁfThé’
guidelines: toiwhich:the:Edisén Detision’ refers:are reproducedd b
the.ordet,hbutobhlyzpoitiOnsfatetmaﬂé?cbﬁditibhéidfﬂépbfbvalj6f13
the application in-thatccase.y:Specifically;ive:keflhired?dnlyithe
"acgountingsandiéther-procedurés and:contiols>rélatedrtd ebst a1
~allocations gndjtransferfprioingiﬂnéhd}théfiémalninqﬁptbviéibﬂé91
of the-guidelines that we did:not otheiwisezaddresd!wera’ ineluded
- there because the applicant in tgggogggeﬂgéngq}the £g895935?é§§i,

[y e =y

It is clear that the budget requgiement 6f those guigelines fell
. fengodai ol paiinloy saoitibnon 10T gseoqoiq AHA . :
into the applicantgeiecteé category.! In light of our deécision

bns a\iub4rogq gn?augnuﬁcb {I) oxiupox biuow doidw ,eloxlnon

on propose céndition 190, abova, not.to_requlrglan annugl gap}tal
ainiedtnten {SY  woilog sigt1ogson fdliv 9016ilgquod 101 2ioxInod

bud&eé, ft makeé'no‘éense to fmpose a bug?eting requiremént . on :

(oY zesooxq priiderbud nopaiean |

the subsidiariés: be - , o S

131 ainsmadsie Ieionsnil belibus pnibiveiy (&) bng_,as;jﬁxbiedua

2o H iR ESSRESt ;80 quditing of financial statgmentsiofdoee

ER R

visbyo bBeoop ni ebiosox

subsidiarigs, \f the; connestion, to,sostiallocations and transferss

pricing is direct. When an affiliate is'inyoived>in a -
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transactionwith Roseville.that&enfailéﬁdosﬁ'allbohbibhs’%ddiiﬂq
traaneryprtcingf!sbmehscfutiny'isnindicdtedsybHchedkrdnwthéV*W“l
consistent ;andiacdcurate tréﬁtméntfofdthelhrén%actionﬁinﬁﬂ oriead

accordance with: the(adoptedrallocation ‘and «transfex:pricing ifids

ru1e§ By the same<}o en, Rowevefﬂ) f‘}““!ani §f111§te is not

Sl .ts; I 13
involved An, such trapsactions, an audit, 49,0 ANeCESFArY 1 A iy n
separate condition, (numbegrgg) Mould ﬁﬁﬂ?}ﬁﬁ:aUd¥Piﬂ9;qujr:i?iib

~i~"_F3rC°‘“Pa"Y tFa"S_ac,t_;iP“s and related transfer, prices, .., pebivib

i nof

23. -Internal .Coatrolsi.on Procedures EHELN aidd Diod o1 21 w2100

306 Syvos ziont

thod o7 °§3§%folé’éd&%é?’%ha?“l%‘*ﬁﬁﬂfﬁ‘Ba‘E appropr1a€1°»”
interihl Contro1s ty ensuke h’é‘hfb’ﬁ:’e?n’éh&‘ 5t b cBRatriend Bt
4ot ioh SHA RO o s ool 53 (516 BTAIER U
as“its‘téﬁf dlier,“fofEl&ﬁf@men&aﬁqufﬁﬁd oVerh 1ght q?I? ‘ch P 1
ébhfrolﬁ“ a1 abtoab [{iw aw 2wy .oflivarod fadl wamider ?ﬂfihq

Loadebh o 1ete!l & 16

24. Auditing of Affiliate Transactions

JPBA noi teoiliIoV 101 cmri1od AN

RoseV111e agrees that 1ntercompany transactlons ‘and
related’ tehhs¥él Pricdsi2nduid A0ited’ B3 e shhE i policies
are 6bséEvda 28" that! patential®br®adeudl’ dnpigﬁiéﬂ§’3rgjdeté‘ig
and corrected in a timely and’ c&ri’sz{clént°$éﬂﬁa ; ﬁéi?J"

internal.or:external auditp;s) Loyaigri 101 sy o'qggwiﬁ?i}}qn_.fg

("\I’l

2534+ Verification-Audityciagis [ie el z2asips olllvesocy »
. AR In R ety LR 4’7 Il £ oW, O , }J: : i ;
oséd th%tjﬁithiﬁ 3L¢°V2and’ Hdf feef this! ils U‘

JAR RA B b

decisionjian auditsshould be,conducted atcParént'!scexpénse-of .0%
R$§S¥}%%e'§fa£§iéé$%?l trapsactions and.complispce yith the
conditions of this decision (Yerification Audit).  Rosgyille, .y
argues, that an outside,audit is regulatory oyerkill,.givgn,the(q.q
avallabé%I YI 1??E%ggigo?gfg%%§t§iﬁs?qgﬁgtégﬂﬁ Egpgﬁgsnangjﬁagdo
regources that axg egaéﬁgk}?uggSQOquss;,n.gggﬁqnu,,ssmmlsgﬁu,a
staff if required. DRA is concerngd, howsygr, {hat.ovey EBS: yen

- In.ifs'cémmeﬁES'bn-thé draft decision,  DRA now beiieves that a fixed datéﬁ;-

- such-as-four-years;-should-be-used,” instéad,” K& believée that’ ordering . >
tae 101 Doon o421 Jed) sivszezs oF azlaedosn 9Ssupshs ne ?fb1¥ﬂ1q ol fgsypsisd -
enid o3 enid mo1l g Lipsord i [fiw ibwe as 1o varmid
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period .in.which.the. Verification Audit :Would b¢ condugted:the s
numberyand.complexi;yxofnEransaotipﬁsiin»which’Rosévrblg may nhHYd
become involved could grow dramatically,! exceedingistaffis'mizio
ability effectively. toireview the}ttaﬁSactlonalfhisfory@nnbluﬁﬁﬂ

[ -t £y A RS ] 33 -I! r,f
215 thie' SDGRE! Hdlding CSmpaﬁb 0685100, e approve 2!
-.1)£ t baviovni

settlerient Ehé/”’t601ded fof'an sutside au§19“11‘§BG&é'and its

affiliates’ f61 EHIE putpssy. ! Here,{%ou%ﬁerf’kﬂéLﬁ2¥Eiesi%?éf

divided on th¥ n¥dd 6K a VeFYFiat {61 AUHY, "W thilk thE W)
course is to hold this issue’Opeﬁgpntilslatetrxwhéh“§pggig1g .{1
facts and soTe actual trapsactiopal. b}sto;y”}s available to help

YIGAGL Ve Ollr

s, degide, yhether, tt‘?,"?,ﬂfic tAo AndLL, Ae, neressapyadn Eheis i

o =010 *nu Faled-r
circum,stance? and, t9, determing, b, seopsy, (M€, agxee, with PRA ;hq;
1f an outside audit, is requirsdys, ik, shopld bey b, dhe, exesnse, of. .
Parent, rather than Réseville. But we will decide the nece$§ipy)

at a later date.
znoitoenaet® 2dsl 1114 Yo polatbues (RS
26. Forum for Verification Audit _
Gri erafionenetd yvaraxoniainr dadd coaxps oflivoaod
iie -NeywEl) hold this; applicabion open, for she. Linfted;q .
Pf_: p? $ Exfdet,ie]rlin}ning the needl(gofhFp.?‘)yl,exfi_rfe.‘;? LH l) Bud}‘t;'andﬁ\f{
; % it§ {933}&8, it)???essary'bqt viontd & il SOEE 21700 brs

rece

27. Officer Approval for Employee- TranSfers ton Affiliates’ﬁ*?iﬂf

Roseville agrees that all employee?tiansférsifroﬁf;hg35
utility toan atfiliate showld beapproved by.an.of ficer-

aforg

28. iNo-DetrimentJStandard for Employed TEandfeishto Affi1iAtéanh

od3pRat p1380§é§”iﬂ§t”R3 %%ii*qﬁ 38° 120 %éﬂ‘%gsdemg%é 2%

the util{¥g?Rin- A3£240 RBYA8LEIAGRY AR LREP2RRIE  ot%aR anOiﬂifq))

emplaﬁéeﬂiféﬁsféfifrbm L EHTES Iicy® iébus 1ipj%0 nngggéiliupsa

objects 6n’Eﬁ8J8f0uH8§j FRaESE nig’é '5 Ei %e ' 11 {Iidﬁiiﬁgs

enp1828 bppdrtinitiLs, “f1A0808°2e 20t {H8AL] tﬂ‘é o8y 4Re"
may 1848d €6VTodif§ éipigyges ?3”5 7pe

to
{ *
nd
3
s

ag 1@6 A ‘.hézrupsz 11 Iisda

r:..zb Coxil s Jesdl (;t.sur-d woit A5G- .n’sza >.> ﬂs:ﬁ I nrf d?l--._
LIS JENJ 5."4(1 EREET N L':‘Dnu OER ﬁiu.;; tc. ‘cxo;‘ y yere
Paragrapﬁ 16 provides an adequate mechanisn té assure that-thé need for
timing of an audit will be brought up from time to time.
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1 wfdinecDRA cites::the :EdisonrDecision as:justifitation'for>this
condition.'® In that case, "the applicant adopted a- quideéline ivo
that, stated R(t)he, staffing of the wpregulated affiliates will

LotV O

not be to the detriment of utility eperations,”.  (Edisen on yonan’

G2 i

Decision, 27 CPUG2d at 392.) However, that guideline was not ..,

i Lt

amlo p?v xt n)ei') 1[? C ?na rj't’:li :0 p sj ﬁ'!l atg_* ﬂ%%mp ?§ :?dj'p_f ;tlha}-' f 1?? ed.' \( lsl?l?* -1_(i_£.'f1

at 374:76.). We did imposg a ¢opdition that; required the utility,

~

to Vavold a diversion of management talent.that woyldadyersely,.,

[;'.‘1'}1 iy L 1.J3
affect the utility.n  (Id, at,3]3.1,. PRAls proposed fermulation,,
i much moxe sweeping, thap the eutcome.in,the Edisop.case,bgcavse
it would seem to apply to ¢ach;employee, rggardless,of;level.r.¥e

FONIFLLILdn ’ . ‘ >
think, rggger'“;hat tbew?ﬂaéysé§i39°?}giP?59°S?EHSS_9¥£t9315d3aih

22001 .06 ayowy
utility's remaining personnel posture overa}%i§£ﬁgitggg§g§5395]ig
group of related transfers were implémented.'® It hardly seems
_ ) fﬁS 1o 997 39izns17 agyolgmi LSt

necessary to impose a condition t at*requires*Rosevili . S

refrain frémrany transferithatvwonld<impair2i€s’ability to

distharge=its- duties~as>a“publi¢catiliey {At1ightIoftneiiorians
potentialiapplicability of iPU’Codé SEcEion 8517 td“Eranstérsior 7S
businessionits from-utilities’td affiliated] depending 6ncthas oo
facts andlciréumstdncesdis (See~IArré SoltHern?CaliforniaEdisdnt’
Comgéngﬁ(IQQS)3(0?95311?026)51Vﬁ arfd sl ixoigs oj_giaaaggcn afy
Bty oA vitnosynart bhod viiiidy toidons goniv 2091 roinudbeod
29. " éﬁ / f%éhs ers to xffiiiétes to be Volbntafy ’
dJeddt 22uccen ollrvasay L oInIliite OB 03 zaaycians

ille agrees that employee, transfexs ,should be on.a

SEAE 11 dnzupsitl 1o yioszid on’ ozad oo Ynesl dova veg

Ta

30.  Transferred Employees to Resign from'UtilityiFirst'silivozcs

d1iw 1iRoseville-agrees that-employeéshtdibéctransférred to an
affiliate should:be-requirzed tosrasignsfromithéiutilitysuzai i

£ X1’ 20988 TER- ~ SR .f ' Y Bl imt .39 g 5 (M6

312 1746 PivePSién 6f MafdgdRedd®d & a¢ «yirnlimid ool 225 6 bue
b 991 $0f s psowdad oonousllib o1 1o emiod ni opaetl z2idd diiw
DRA proposes that Roseville should aveoid a diversion of

o2l 881 \I_bgougo US (veel) éisa 3{310§q“giugi 99%).’.q91 EES ES

management talént that would advérsely affect wtility, _

, negas ffoi3sulsy Jinu e2oniaud pniev%-%hg,js E@%pﬁ% C¥‘xﬁ01§i333
Roseville objects that it is impossible t¢ show that the utility
sodpid odl Bz2odd oW (. ({¥olenstd zzen 6 10 988D 5601 AL AIENIOILH
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would. suffer: absolutely. no=detrimentya§nd1therefore;ihpossibleito

ever .transfer. a manager, t1ucnilaqyge ot (ouen Jedd il tlaotiibaoes
Pi coAreiillo iagis 5 < 1 1z 11" et ia AN
fhiw *’Thls‘coﬁdillb“”ls”i eh&icé"ib[bne we” hbprovea' i the

SDGLE Holﬁlﬁﬁ’ébmﬁeﬁ?mbeglgfbn'éﬁd Lauited 1w thY Bdlsn =F 1o
Deci¥1on: V Rosel11Ve s  Fohrs AYE BherbldWn, ﬁ”}ﬂi&’o&“;53§8%” N
must’ appiy to“tha redhiterdent. Hanégemént)”ﬂieginq al collective
cohbept| Ahd BA* inaitididl MAhAGEE haly BE 4" greetei“or 18556 °°
cotpsntint”de” ERat collectlvajaé%rega V8 el Ara BRI TIRY PrdhasRment
taleats a¢an 310314 natlders be' t¥ans'tblrear P $E50 A 3&3}"
valtable hinagdz Bd t¥hndretréa’ i dhdry P AT R I SR K “"'x‘h"
stanadhea; ! 1hPevar{ 2asal 13°¢RbYaB1T11Y 82 ’éf]‘é‘“’tiiit?"% b Lt

dischargdlied bﬂBl'" datlsh§yodhiah® 156930208 18tice s gt A

ciréﬁm%ﬁzhaeéjiﬁquir&EﬁiJ o ot fesy LSANCATeY pITaleniod a'y)i!ilu

zrson yibasd I Yiboononsigal stow 2yolansit bojelon 1o guep
‘32. Employee Transfer Fee of 25% o
GO0 B S A AN T Nz tovidibanos s orcyit o Visnznonsn

051 ?B]."JPSQPO,Sgs.{!:hQPEngEQQUiIQjRQSGYille g_o.:,co:_llec_tz atist
capitation,fee.from:affiliates:for:transferred.employees-equal=to
25% .of .the.transferred employee!ls-firstyyearibase-annualfr; iasjyoyg
compensation.;iRoseville yresists this: condition~én thegrounds -
that it hgg,preyiously been requlredagn 31tuations ing thch iton

headhunter fees when apgther utility had frequently tranefegred

« ogrsInuioV od 0 Eolef i O3 @3d12(1617 33 ) N
employees to an aff1liate.' Rosev111e asserts that it has ‘never
nbdithdaesites; asei e 1eda%Es Bave i St tates
pafd a°hbddRuacs feer idoss Ast " in dlaze3 ' hsvdiéd 5t i11ates

pay. such fees” and has "no history of frequent traldiéds Bgtsgfo&

Roseville's: busiQGSSéSp"5ﬁ5471ﬁi5$ﬁ 03 2ssyaignd bﬁjxgiaﬂsxT H,Qﬁ
116 o1 hotsln: thevSDG&E Holding(Company Deoisionifwe’déSIt with
this issue) but ‘onlyiin-térmsiofithe differencec bétween §315% ¢ féé
and a 25% fee, Similarly, in a paigqueg _ *g g@ﬁ §bvge gee;t

with this issue in terms of the dlfference between a 10% fée and

vib ve bluodp offlivs sl eoaddo1q
08 pag Vit £ D10 e RIHSE e ve IASRECT188YY 57 ceucad 1,}129, ISG
B Fi o EREX H3) jsvbs b1u04 dad1 Jnalsd Iasaopsem
Dec151on, JgISgUCéd at qlgg Yusfng business uﬁit veluat ion: espan

3 1 K] i 3 aldizzouyni gl,Ji 2aidd z3dsido oll vsaosi
ddi fe Fj 835985 ? 5 fe ry.) HWe chosé the hgqher--

alterna the case of a mass trans
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fee: for: Pacifiosbetause therevidence showed!that:iti"represents:a
realistic measure of an approximation:ofi:the mdrket ¢alue ofiwodsn
benefits received by affi}iptes ayoociated.vith, such Sxansfers at™

1¥4,
this time, since it focusés on the costs avoided by the
iafaibe ad biunda zatsy z2'olliyososdd dpdl) 2oRoyorg At _
atfiliates as a result of obta ning employees from the regulated
o babivo1q z90ivigs bas 2boop Yo sufsy odl 309f1a o

utility. As suc it'ds superior to-the present 10% fee, which_ is
wiosuyitoubo gt Il €. (2 sintboiil ns dpuoxp‘} soif3is eoinifilln
keyed to Pacitic Bell's costs, rather than } e market value of

3165 (Y Ys _Ieudos 101, 29igy.ol aoiloebayr {soaas 16 10 29367
the benefifs conferred on the affiliate.® (27 CPUCZd at 153

.2lzon Bodsfor
(emphasis added}.)

a1 o oviiens
ho evidenc

e ﬁzii,sﬂj 03 z2iooido ol fiyszod
e

noiisfuisésg'
2

x‘j * ¥
s record allows us to reach the
1

-

i 1
in t s to i
31 5 g -ades dnorips 231 1aban Ieidl _ebnooitp
conclusidn that f
3

&
n
;3% A 2 -
ee¢ approximates the m?rkgt valui of sg?h
{1306 n6 10 v Ipt Jgo3iud, odupor o hsyivpor sd Jou HOW
transfeérs aimost en years later in what may_??ra gifgegent labor
bipoda 1§ oup1s 9f Livezod oitolasodl .noillil;g J.i¢ Yo gpniven
market: “fe'is équaiiy trué, however, that ?o evidence suppogts
sraivee. bolesitdgo a6 (o) _sotet Jnsriun oovubdt od bRTIupsy od Jon
the 'concélusion that a 0% cce is a better approxiﬁation. Nor:do‘g
ol aslivoazoy syuiud odi al gioaferq A tsdld fopoenis iedi G
we have any basis fér sBiitting the d1gference.and imposing a
softone af lseogoig 9161 Insiren 231 1obnu daadt zoupin
125% fee or any other compromise, . N
drovesast yaotsiupoer woen 2 yoboo [IsY bivow 31 (paibosdouqg
fes 3}5{zn{9§t%??kaﬁgsﬂ5}kaageppaéugﬂqgh rule,;the.purpese Qf:qu,

which is to provide a default transfer pricing mechanism, ;. In;its

P -

general rate cases’, Roseville will have the burden, from time to
. 6 7 wlesoz Yo zoimonoss boiongfozq ao cailax AMd

time, of showing that it has réceived the market value of .
aoxpos o3 es_203pililln, ¢,0i bas olfivazofl 10 A0LJLUs0 LOREGICT,

enployee tfansfers to azfifiates wheneveér its reévenue )

toft af !g Lasulul. it nt suaonon, Ifiw deds zunives bhosismiias ia
s

kY

aré an issue. For this purpose, market value shall

requlreﬁeﬂ ' ‘ ‘
be déemgéﬁgof%eggﬂgigggrgiéfgg1gb%é§?€28?€¢sgég?ffggéogf?ﬁfgfgggﬂ
S Togd8 't2aA I 3ubSaE ™ Tn ¥d Tnbence o any dVidencs
by RdsSUET1E REENSNE BEdRIsSiB1 e €3 dotdinind market value,

g {1

‘ w21 2idT Lezbiow 2'A87 ni .omsd, 9isy {gisasp “a'alfivozod
25% of”fifstcﬁéar base annua compensation shall be presumed to

. - ji-sﬁsj_iifw ow b, yotiasppre Jasllooxe
reflect market value. However, unless application 'of a 25%
transfér ifee ‘for: therapplicablé period Wodld Mleducd ‘révémieV - *E

zaitivitos vntaasni) o3 Joaqest if2iw Isild eszcqoiqg ANQ
‘' Roseyille cosments. that its. pending gengral rate, case i as proposedito o
be roatiatdd S o R S R R e, SR AT LR e
requirenents pre Nt At (issyey,,apd vigi hayg adopted {ts spggestionythaliju-non
references to "rate proceedings and rate cases™ be made into “"general rate
cases.L ;.00 spjdoingidve do1adts excludéisuchs {ssuesioraffilidte trahsacviohs)
cost allocation,; cross-subsidization, and anti-competitive behavior from NRF - --
proceedings to the extent relevant, ' S ’

' ~Qggi;
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.

requirements” byrmore than1% or:$100;000} whicheverniswless}?thib
showing shall not:be réQuiredagignzln:nub e 1o oygaes; i

R SYL UGS ST ItaD te b daisoese 22358 011 ¢d boavianoy z2dil
3.7 RhES"AdINeLhehL! tor? 43123 ta Atd1ihlLg ¢ boviooon
o8 yd Lebiove aldzon o 1 enounnil 1i oonnie o 213 .
DRA proposes that Roseville 'S ratee should be aqjuste
PR ‘l[l 11 “‘v SV} "9‘3."\\3).\' B} fryea ] ‘:(U HE R R0 B SO £ EN
to reflect the value of 'goods and services Provided to,
PoAngle (01 (UL Inacoxd ol oF xGisique M2 srlliu
affiliates, either through an immediate $1 5, millio¥ reduction in
to oosiev dodanc ot afild 1onldsy 23z2on o id6By
rates or an annual reduction in rates for actual affiliate .
ty, DYLED R Toagpntidits 9 o beislaod il Tauasdg ois

related costs.

{.{oobba atardgmo)

Roseville object? to the first alternative oq the
313 dossy ) el & & L10oooy 2111 0t qou°>1v9|u
grounds that under its current rate of retyrn ulation,. o
Aoz 1o oulny Joditna 9itd 20l iX01GUR & Ienf asizuioach

would not be required to reduce curre?t rates f?r an_actual
hedsf 3noiollib e od yia dadw il 19¥s1 215y A53 jaciils cxe} 211613

savings of $1.5 million., Therefore, Rosevill gues, it s?ould
ziscygise aunshive o 35513 yxavowold \ouU3Jd vl sup
not be requ1red to reduce current rates f05 an estimated savinq
horal L oidevideoi1qas 1otded B 2t 903 I8 nolapfsaod o
of that amount that DRA pro;ects in the. uture Roseville then
& valeonai bra soasioilib ofld pnrisfiiqs 3ol erend yno SVED
argues that under its current rate proposal in another . o
Lo o aa oD 1330 Yias 1o o) FrR]

proceeding, it would fall under the new regulatory framework
(NRFY S whiCR' prévides Hd dBERdnPsm €8 adt Sat fcall§'€fdnslate an
affitfated EFaRsaEt 6476 E1dLdAEY T Intd s ek é cﬁf""; pdoSE i

1 ald ettt ashivd o:dr sved [iiw oillvssod [Jzsasn oo
DRA relies on prOJected economies of scale i
tes Al L £ taxnte sifi” povional z2mi 1i 613 Uﬂ["b

combined operation of Roseville and its -affiliates_as
SUIDYS 231 I9Vvsiisw ‘ﬁ*bri 136 ¢ 2idtang

of estimated savings that will accrue in the future.
icdae suleov Jjonte’l \Hro0iLyd 21l 1o .ati2z2 i {6 916

necessary to determine the merit of DRA's estimate in
cali Yo 9iniliile i3 o ajeod pH’JIUJWvI G5il3 od
roceedin however, since t e "Commission can defer t
P D01 *’)i‘g‘% Wiih 1O Aunszde odl ol V\{n ?"1631;'5 ad3 ~o ‘i
1mpact resulting from Roseéville's formlng a holding c
WOEIpy, JoH 1oy anisvinicn O3 Jld{??IﬁD5 1 piucy Jend 2
Roseville's" general rate case, in DRA's words. This
Gt pervesay od fisds o tdsanognor [eunnn oznd 1792Y
excellen% suggestlon, and we will take 1t!

s 1e noflsoilaas zasinu yxevewoll  Loulsv toduen

34.  Utility,.to be-Insulated from Parent (EinaneingActivitiesnsis

DRA proposes that with respect to financing activities..
of ‘Parentyl (1), tatepayers dré’th B Tiishla ted"f‘i*o’““ffé ZAF T S

raoves noldu il ozpos g3 asp1g evioval 1itw A€ p TRt £ IFL m ‘poy1 sd
non- ut1litynact1vit1esi’and oi{ifye€the financialjheélth‘ of JEhe ¥ trpot
2267 Infondp" oinl sbem od “seeeo aisy brie zpnlbss2org oled” foj «3::1919'191
utilityeis,tovbesassured.weRoseville doessnot robjedtoto thig .ze:sd
CTIEM o1l yolvedsd oviEdsyoscilas bas Aoidesd brc‘iua 22010 noidezai{s Jzoo
: Lineusfey Mndixs edd of zraibssioiq
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condition; honever, we are not persuadedTthpt?thefdgnaitidﬁuisﬁﬁ
specific enough to he meaningful,fl and, pe will ney jmpose it.

‘\J’[L)

35, Balanced Capital1$tructureq t21i1 oflivazos lo etao asiapsd

st i t ““f,'
As required in the Edison Décisién‘ oﬁﬁ‘b&éb&ééé ‘that'”

Roseville should be;:raquired to-maintain'a’balanced ‘capitall .°¢
structure, and Roseville ,Agrees. | that, is a, proper, q?ndition.

36. Maintenance of Bquity}r»c.o,: ot fdn leinaonil “vitd A5 106 TRUD

it t «"fw ) 7 5 J T ey
SR ”"DRAr\rép &k fhg Roseville should'be f%ﬁﬁlr&? pod i
. to
maintain equity at a level that would maintain, on avera&%&jffco

most recently approved!capitalvstrudture»bVer;the,periqd;thg;p,ﬁﬁ
such sﬁruature is in e{f ft{lof'ratemakiqg pq;A?J“? s Roseville

AETI236Y [¥]07 T

objects to the conditio ?n the grounds. tyat 1t,?canpk§,bejg cked

\JflJ 6% I SRR 4 Oy in

into a speciflc ca?ital structgre.“ HWe wi ??OPEﬁEhf condition.

Git 2905 GLi J2LEEN -GS 3e o©

1mposed 1n the Edison Dec1§iep,‘ﬂb1ch we } eceqtlyfapprovequ,

ey X - <

in the SDG&E Hold1ng Comp@ny,gec1319n.q, e, “9§%)§U?F‘ifweéaézﬂon

RoseV111e ceases to be subJect “to rate of return regulatlon, its
iG 1t s QL vozoh bpd 4 10483
capltal %tructure would céhase to be in effect for ratemakinq
cemunal of ASG Lnobraeoiis ® it 1o =2 inenes Inoroilib
purposes.
ot of Fpaitor xpt il oo Bozpond ab olitve=of ban (painendsd
33:, Stand-alone DlVLdend POIICYTr'f iip0n pnicet oicde b [612bol

Tt T A T o Al

hgjavDRB;p;oposes)that Rosevrllesshould;continue torsétoitd?
dividgndjpolieyeaSEif@itgwere:a stand=alonesutilityzoinRosevilles?
feels;that such;a:¢ondition:isiunnecéssary in:l1ight of Itheisipstl
reqpirementjthat ite maintainha’balanced‘éépitalostfuétutezﬁ5Wé”85
required ;this; condlbiOnn:nithe EdisonzDegisionj and-<we>dpprovéd:u
of th;sfcqnditiOn(in\the SDG&ESHolding Cbmﬁannyeoisianuiﬁe wied
believe;:that: BQSevrlle isntakingstodinarrow!a view: 6f1dividend£dw
policy; oDlyidend;pollcy -is1detérmined:not onlysby Qapitaljei X631
structurei'but also annumbEI;OE otherqfactorsguinoludingpnr*sagxq
PEQJGGEGQEQap;tﬁl rgguiqemqn;s;xascappropriate;?ﬁ 101 23ei1gotgas |

adtie 3o zol 1\q1q~no o913 9nirsRe- 51 031 deiv Jon cb sW

Istonsp 1UO boinle (Iclorvexo overl 2 .oter £29201 nojjsédriﬁ
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8.; FirstiCall con Capitalihrunisy Jon o1e R cravawod ol dihaos
V- g seatd Mg { i a1y r is ] tYioonn
e bk peapbbdd ENab Baert NN Y (Ve Che ST T e
requirements of Roseville first priorgty.L;Rosgvilléfhas née  .°c&
objection to this condition, on L e P RTINS SR L -

SAUEN St E o1 U LapsT an

\\\\\\

39, AEProval&oquomm1551on~fdr¢Utility-Guarantéé§wodﬂ Sl Chvonost

o1 DRI Propsses! hat’ RESEVITTE sholild Wbt b ‘Pernitted to

guarantee the financial obligations of ‘Parerit or -affiliates’! .4t
without our!gﬂiggtgpprﬂy§l. ,Rosgy flle has no objectiop to this
CO??}t}%p‘t;23 no Zaifinion blyow 1Lﬂj [aval & 35 ¢3iups it

40. jIncome Tax -Allocation:onh»Stand-alone> Basisiaas ¥i3noost tzom

et - € 2 Iﬁ, o

slitvon UbRA p'i‘ ”rb‘s' 3 AU TRty TObY” £oL Fhedks hy’ e reve

i 7, B G 1 i s} a2 i¢
putpdsed’ that Theohe tak' a¥18E4t 6 ”:mn'fg:'’Vl?fofs‘le‘i’.rﬂ'le,dbarentj,)35':w
affilifates $hdbuldde ohi% Eand-al%i’ubééi%?’ukose i%?%%e% %gé*

osjé‘et*"*e;'>1‘65&‘-‘5‘%‘?‘1 ‘-’fi“’crea'%-’that' bR 3110583t i0h Aubt bel 7P

3 “( o 0 R LTeNJ 5
consistent! with’ GAAP' aWd reqﬁiteménES“ Eax Taw.
N ‘uﬂ;J;lﬁxﬁx B io 10930 03 dnni{duz i ot aomsoD aflifvasod
il a ing.
Lnji[;sj?yp??fsxthapﬁqu a?d Rosey’)lel{fg F?}K\DQ QbouFIQEU

different aspects of the tax allocation. DRA is- focused N rtuicy

ratemaking, and Roseville is focused on its tax returns to thé
federal and state taxing authoritfahs 21 phas i $o3d? ot datErmine
thejother;: Forzexamp1é;nforepurposeé Ochomputing!eétimated
testfyearainCOmeEtax}expéﬁSeﬁinza ratemakingimatteryf weihaverivib
traditionally excluded as:a>tax-deduction’the-interest éxpénséinil
associatedawithinoﬁ%utilityeplahtdand11n0e$tmeht,JpéitiéﬁlaTIYPﬁf
construction.work in~pr6gréssqailseéilnnteﬂlﬁééhGOTaxiEipéﬁﬁé”faf
RatemakingnPurpOsésf(1984) 15i0PUC2d2427 462461 )ncThéraferejdd o
while-Roseévillesand its>affiliatesnfilingia~&dnsolidated?incomés
tax returnjimay needito makeusomeiintercémpany §1loeatidfis inoifeqg
preparingbthenreturnfxwe méy:find érdifferent alIOcétlonOﬁﬂiﬁ‘ijc

approprlate for parbacularjratemaklngﬁpurpOSes: l{Séeﬁid93ét)51}n

We do not wish to re-examine the complexitles of either_

allocation process here. We have previOUSly stated our general

-32 -
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policy Qniincome;ngsexpEnsérfororatemaking}putposes.aﬂ(see id.)
we,dg:notethybzoursestablishedwpoliéy}isafdrithéauseibf the=netd
"standralone’lioxil'séparate return' . method. ]{-VSindep:hoﬁéve_ﬂi‘ this"
is.notianidissue iha_t:r'uniquelylaffec‘:ts-.-Rosevilr,lé',u:-:we's\’ei11?-!&0’!": maké
it a condiiionéofnouruapthVal ofilits-dapplication.nvRosévillentis
should be prepared>to -address the.ratemakingitax-adllocatidn:igsue
in the:appropriatesproceeding inlaccétdanceiwithiélréadyajni1%1354v'
- deyegloped . Commission:policyiin thisvareabivoiq oir asuivisn acod)

Bvdilize adr Yo szasaxo

41. Cost Recovery from Affiliates
7ipRA“PPOBISAE tHAe (1y¥é68e 8 (nadrtéa By REZ&VI11e
(génerally- 181 7T¢Rd pESvisidnsdrradnryidddP 3 pendTEde e p{ 1] 58S
should*be fully 14d6vErdat ¥8R7EnE ZEeiNT4E3, V(1Y) “Aontda2iPEEH”
se¥VicesIsRIU1A Be Prdviddd €6 atFiTidtes SR1YVIE ERey drd Dio0o"
crii:ical%‘ir} sgdaheTar isbpdieed s fﬁé{"’af—'fi‘fi\gﬁg, 1584 (ffffié’uéﬁOJ
services shéuld B pridda°de itnd 'Nigh&d of Rafler Vgifcd %ol 28§ 1y
loaded :cost plus11Q%;1cRosevillex(i) ragrees-with the principle of

CO§§L§¥6§QYQerf§iAi~’) objects-to itheclimitation of ‘services [to iy
“"critical or essential'irservices,;and i{iil) ythinks that: services?
should be.priced ((wvhen:not -at market)i at:theifully iodadéd:labor?

cost plus 5%. p-.afs 3zon pafezicn wor Cict $igonns o gu-dien o

a1 au-syuv:DRALS PIZOPQ§;aL‘:‘cl;eri,v§a from.the ISG (Décisioni? In that
case, ;we made glear.that We were moﬁtgestablishing‘ ‘genéricaibd 43
affiliate transactions -guidelinesd: (Id. .ati113:)1 Re- jmﬁoséd ithe'
mcritica), orsessential® limitation:in.that case,{-at(least incoqni
part,. opithe utility's failure:to .t imely, dimplement icost 3ritqo1qq i
allogation procedures :for,1a -particular; affiliatesd (Id.i:at? 125 /)
‘Also, . ne did (not; «xrequirethe ;li.t ility.-to, so dimitiits, Se‘rﬁi‘c’es’ ito'"
all affil i,_qteg ,only -a _srpeci ficaff i;l-iéiig:,';{]:' iThe Llldxfibica ljox:rdi nf

essentia)flinitation ;should;:not be: expanded:beyond ithe’ fact's (dmo
that case unless:required by ‘Ski;miil,ap .gircumstdancesiinThose” (. pSI

circumstances ate,nats present dn this: application,z:and, wewilltisi

not limit services to __Onlji critical or essential--services;-—-—--——
dnd ooizizeb Ilerb edd ns zSasomeo el oni daieq ekdd geupyest silivazod

o =- 33 -~
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(bt gﬁg}we,cannqbi@g;eééuith%RoseVille’s*squéstioh?théf'thbfﬂﬂ
transfer pricesshéuld>use? fully:>1oadéd: 1abdr> costs! plass &> mark—1"
upiii Thevlimitationcof .tosts ténlabor costsuimplicitlyodsstimese”
that Rosevtlleswouidibeaprévidingrailfse;biCeS%té its1éffiliéte§?
through:its: own.staff;: tathersthan relyingionioutside’ ithacs o 1}
contractOrse>€Theiprincip1ev0f;cost recovery>requires’ that theoi=
affiliate ;reimburseéitherutilitysfor servicestrecéived whatheid? i
those services are prOvidedzbyathé-utilit?:ornoﬁtéburCEdﬁatﬁ£hé9b
expense of the utility.?® 2030101114 o1t

’!OVU)”&41§03> A

){!zwiggﬂrespe Ein ¥It S’he mgrk up'J H? Q?nelﬁnare
%?}?%%1% 1 U}
P%%q rghxnﬁarE ?P‘gSFQqqg ﬁ Pfox?lfe 1prU)i§'”?ru¥e Biuodar
conside ?1% quﬂrK:“plas g true TUp, ad]u§tmgg 1lioqqc quanarggbgﬁyga
mens that may have been everloobed.in priging ";he:ﬁm_m

[

‘cost el
112

e
{
transfer of services from tﬁe utillty,to th¢1qffil}atg., 2o

Yo wfagicailE the mark—upﬁisfa-ptoxy‘forﬁpfoflt,ItheIeCOnﬁmlc?hSO[
principle;ofaprofitnmaXimiZaEionzhiqhtEfavéﬁFafﬁiéheffmafksﬂp£“>3
Since-.the mark-up.only ‘appliés when the-market price is 1owégiso”
than. theifully loddédc<costy: however, it ‘makes: morécsénsetousets
the mark-up to account for any missing cost element, . o =ftlq 1ann

143 0l We-found‘a+5% mark-up ito ‘be appropriate 4s 8Ctrue-up in
the Edison ‘Decisiorijizarnd:we ‘approved:a-5% mark-ip lin<thé SOG&E2FY
Holding «Company Dedision. .iIn the onlytcasein whichive HﬁVéfi s
imposed a#10% mark'upflwe‘had ‘eviderice to Show: EHALS358 W4S IJ‘I‘"
appropriate-and otheffevidenCe o show:thatc2V2% via's' éppréﬁtiéEé
(Inire Pacific Bellir(1986)s 20. GPUC2d 237,268 )thé<‘66hc11fd‘éd0UG
"that::10% is: an' ‘appropriate markup to: abply“!g1Véﬁ<thé”éViden€€ A
in that> proceedingsdi{Ids)is We *Continued - that‘matk uﬁwln-ailétefﬁ
case :involving ithe samehitility.i (IS¢ Decision,1f45 GRUDZd AEoazo
124.) The).éurrent: commissibh'pbliéy;*a%fafﬁieu1aféaiiﬁ'tﬁEV tpd3
latterwcase?)waszﬂfornthelutllutylto'ﬁrlce(itsﬂhonfafifféae WIIED

fzr 39229 10 16013110 Yino o} zanlivisz j1n£1 Joq.
* Roseville rearques this point in its comménts on the draft decision, but
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services provided to anraffiliatecdtythehigheriof ‘cést ‘or markét
valup:®, (1d.) The continpatioq f the 10t marksupsby contrast,
reflected our decision not to deviate from tyansfex prigingryles

applicable to the utility 1n tha;icasquitld.yqiouf@?53 a9 TP

A
o 1aid Given thatsthislissue is $1ignificant fon- ratemaking”““
purpQSQSy:wetwrllatfeat;a:5%smark—upcaslpresumptivelyifeagdhabléu
In a Roseyirleséeﬁeral=ratecdasé;:eﬁidehca<hilf‘Béﬁprapenffbﬂ151 -
determinexsifithete}is;a"mateﬁial%issuéfin-thébeOCéédiﬂdﬁﬁﬁﬂfi“f
whetheﬁiaflesseruorigreatér?markadp%is'Mbrefféasoﬁhbléﬁiﬁ?ﬁ anidl
RQSQQLLlelszcircumstaddééfat:the-timéﬁiiu oyd bobivosg fodivies

' ; oo : (.S 35 BSUUID 2h
42. Audit Tra{l for Transfer of Asséts, Goods, eég;Tf h5 LU ¢

~ A . [Spad1ind) .9b
DRA proposes that transfers from ROSevilléfPJ}'-iﬁ*““*

affiliates should be documented in sufficient detail to prOvide
2F 00D 2A 103 poibuld ooixd VD

an addlr~tra11“' Rgég@llle(%grees to” tﬂYs condition,;=" -
hi

Aallivaeus 3ed3 sgzaqordg A0
Assets, Goods, etc.

O zicizusil 10l asibulde obixg 9316071y

1

2

f
3

8]
woom 2inzes

el £
I)nzp'fLR{ Brﬁ‘ﬁy;h thg nsfers from Ros?véll§n§?;ﬁ?zviovnr

aff111ate of assets, goods, se ices or valuab;e information not,

GF Austannsd o JTOZ2EAR ¢ €

2 -
produced, purchﬁjg@fgﬁWngﬁ f0f;§?1e should D, pflce? at_the

hlgher of fullyrloaded cost or f?lr market. vgly ey Roseville.. . ...

el oioid OF oYLy G ol
a?f???%‘PHﬁ;pﬁgp?i?ﬁaEE%EJPriqi?Qﬂfqr transfers sg?;elj, > PV s
Code Sectlop 851 should be determlned y:the Co o

i3 1 —'\I'l %Ay

caseby~ Case baSIS' s {0y i ddltloph s tugshoagabai

IAPAE A S 1 ISNIET EA W2 inE

N i~ ._. ey s - 1'3:-; )
43. 8¢ Tea er o
a

\

44, MapkfppnofilD&;anTIansfen;Euldy andédECbStS)IJBﬁidiﬁﬁ

i) 0] BRAT propo¥es thats tr3nb e o“ﬂﬁég”%iileﬂko af7Zo iU
Affiliaté of"%s%%t§39§033§)'§éf31 $39¢ ?”@a1ﬁabiéq AFd 3t iR
produted; pluTthhzed’ 61 ﬁevéioﬁ@d1‘?3ﬁsgie9ﬁﬁ én érﬁ%@éqgglt g
fully loaded cost should include a 10% mark-up on labor.
- already determined that a 5% mark-up on non- tar1ffedlservicés

resum tlvel reason
p ujgbﬁ’ g d?mq ?o norj;nx]eb sl 3ei} zozoqorq ARQ

\2idpiiyqoon shuloal o3) QidiQnGJﬂL bae: ,Ilencatog ﬁissi;gbuiodi

fails to adduéé’ény téchnical, legal or factdal'error.
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;45!F;Pért;64:thGOVéIﬂﬁFUllYJLoadedICGétsﬂﬂ ot bobhivousg <oziviaz

"caulav

e S edgsTes thal A1 188484 8658 o debdbninsd“ss
"sdt 'ESFER IR PATE 64 Yof “Che "FEC! régu1atibns}”3n&°ho§33if"1\313"
agrees. Commission Bdlicy L& £df "the futt1{{g"ts" Bride D{gééiiqqﬂ
nonsanitfédsservicesfproviQed t6 an:affiliaterat the ihigher of
.cost .or market value,.and:cost-is .the costralloddted: under-FCQt
PartaﬁAiuaﬁgmpdifiedcbydthe;Commission;to distinguiéﬁithenﬂ 6ol
allocatjgniQﬁuCOmpany Oyerhe§ds.betweenfutility'ahd‘belowéthééﬂb
line services: from-the -allocation of. overheads (t6 nontariffedoilx
services provided by a utility to,an .affiliate;us(ISG:Dedision;™!
45 cPUC2d at 124.) |

> s2tensyT 10} Lieay Jitmd SR

R e .
46. lomlFEFd l vezof ot =2islanssd deidl eozonotq ANA

abhivoxa 03 {isidob Inoionitive nt bosasnuzob 2d pluode eoisilills
47. Price Studies for Assets, Goods or Services over $100 000

IJ!J&UII»J .00 A PR - £ - o~

DRA Proposes tqat RoseV1lle s?op%g”pglfeqyired to, ED

prepare prlce studles for transfers of assets, goods or services
involvinyg hbré! tha ‘“$100,000.I;kdgéaingg$g¥£2§i nbtlng that PU

codé ‘Fection 851 'y bUsts’ asset’ Eransfeksﬁ’”fof}fﬂﬁnsféré'tbvogi‘
'frbm’any'éffilia"Liﬂmén?[year Ehat”%@bregaféi$¥36?badji oubony
con31deratibﬁ: rRodeWi116 %Hﬁﬁld be %éqhi%%&’f;“a%m %%Eia%é’%‘gihi
it hak detetﬁ?ﬁéa'fgl} Hatket” Vaill” %hroudﬁ d“ﬁ%%ﬁ&ﬁ‘agéioﬁ}fi?é
to thd Ass&t) *good; Yot et %féeqﬁﬁéucﬁidg%héjgmﬁéybrhé(ﬁagyﬁ o
independent appraqgais’bﬁ bﬂ1shejgzio;35§ E}lcééﬁpﬁéfiéi'ﬁﬁi}éﬁé,

or a combinationsofmethods adéquately:document®d Torraudit! i}
purposes, _In ratem BXIHQ procegdings. and; in, ¢§§$§h;nLyh1ch the

HiE

transferred pere;ty is, $ub)ect to Py Codew§ect199 85]1, Roseville

TOM ML Te0ild [

will gx*r?qUIreglr !ggﬁegfgaaﬁg}rmq§§vev Doﬁiqgﬁg;nf?if markets g

i 1
X?égeéd Ctodsi ao au-diaem £01 s obulont bfuodz fzop bobsol ylini
48i aAséetSaDefiﬁédsJunoh fto qu-Aten 2@ 5 Jeid! boningedsb ybeoils

2ESY Y jgipueoic
DRA proposes that the definitibgigﬁﬂﬂzggétE{géﬂ&ﬁi g0

include real, personal{ and intangible (to include c0pyrights,_

.10:13 feus :3 Ao lepal \Ih?IhﬂJﬁj viie ooubbis of 4§1b}
¢ - - )
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patentsj .going concern,jtand otherrelementsias definéd byithe2ixo
Commiséion)ipropertypd‘RosevrllefhasYﬁofobjeéﬁﬁoﬂﬁ! ¢ d Yifﬂf“““v

amdr A bBrife b e 1 Taos ywylleniliszae, ol tionon £ ol sduardd
49" 'doyATeidd dnd “BEHCHMa TR Payments or offer 'Edhmpedsation el
Hriell agebom s 3 2aidtlioe) won Jouiriapon ol oarun ol

DRA proposes that 1ntangible proper%y should bo(s ject

<o SAonndxa o o adRib i 1167 a1s ERR NI J”i
to a royalty, benchmark payment, or oeper compensatory £eq! m~”§?

the future to be determlned on a case by-case basis. Roseville

dod's h8Y Tagree I pay dﬁviéﬁch“%o§§lty;3 Helﬁﬁgosed*éﬁ%h a
condftf ﬁ“fﬁ’the Fdiséh DETEIE, Butrfé§€¥kétga R 3 ’lhp od et

CrtR P, O digs ¢ 3]

riéﬁféf”" G dSpyightd,! &F s1m1Agfjlegéy'righggf“““”%Ediq

Decision,’27'6?bc2d’56”5?é 5 i “ﬁYﬁl”fEHYB%’ﬁﬁgk(fgrhhléfloﬁfai
thisuwév»rjnjfvﬂ; wd 2290ua bao aessds a2qo noowled onil puibivib
516 notdzoup at 2ddpiy noilesoi-on odi yodtaedu ad oy sdpwo
30. “iﬁﬁﬂ:%ﬁ?Qfcﬁqufgi?Q2}E1§§)« ol livaaoi 03 baitrlay ywisnoib
af dony DRA-;eserves ;hex;ightito;asseSSMa'payment fbr;arnameﬁa
or :logo. and recommepdsithatwrpayment~fortgntangibles should(: _ono
Comynission; pollcy,evolveS;f Roseville: ‘agrees: that DRA-

Phagtiare

may raise, the, matter in“the tpture~as Commission:policy evolyesao

evolve'|; as;

-----

or logo, however,lpBajwlll not be estopped fromﬁralsing,xhis;zaﬁi

issue 1n other proceedln?s in the fut%re{ should out_Policy
-a7 gl PSS} R RS EAS ] Gil ASC0 10§ 3 (‘1")‘(]

change. , L .. L : 3 ¢
crrilo ne a1 tedd yiifioel oliivezod & ni ‘1!’5’ DopiERes ]

51,.- Valuation at: Net; Book:Value when -less:t hanj~$.10.0;00/0;191 eyt fo

DRA ‘proposes! 612513112 t¥ahsTers®&f A4sety> *ﬁi"?g&gﬁﬁ
those’ With'a high¥dri dE Fairihakkét valte? 617 het? bodK value! 163%°%
thah>'$100} 000} valuatidn'Zhould’ ba’ éi‘het[bbok a10EP RBZEVIL1E

agfées’#ith’thi »ptbbb§312QQe as 1chiay (llstent ot otow o3silidls
1211190 _10idauboigor ptoliivozos nt ezp nwo gif 101 salbrdven yqou
52.  Co-location -
1o00J¢ Y1avo 916080/1R0D06 o3 9111vaeoH aitiupat Jon blgods ow
DRA pr?P}.\‘$e§;thatoa.l;li f;}}é&&? ;.Q}Chjﬁ:gi'le?sﬁ? dagﬂxuﬂﬂ
equipment with a Roséville facility should be requ1red to pay.

ofe2 1031 yIiisgord . lo painiid .ﬁe
fair market value fOr the co-location, and that™ third parties  ~

shouldt b . offe?%d\eaﬁlacatioﬁf 1ghi§joﬁ(%ﬁe’?aﬁ%olérﬂ§ﬂand
Condltibns Okbééﬁillebﬁﬁ %éé’%hatgltb ﬁéuiatbembBuﬂ& B&d H§6V 10

-

- 37 -




A.95-05-031 ALJ/RC1* ' O ISNALIA fEO-

existing orifuture nondiscrimination trequirements imposed=!uoltiqg
generally by thetFCCthhe<c0mmission andsthe\courtss but-iiti:50
objects to 2 conditiqp specifical%x {PPlffﬁk} i£Q Ltﬁ ﬂnd(gt does
not agree to ‘construct new facilities to accommodate third

Y O Z G0

paft{es ih s{tﬁhtiohg’hhere‘é%laffiliate ‘co- location‘exhausts the

ik . wh Hresivand (wHleyor 6 03
space VR 1B e TR G exist{ng tadflit L’ el A

P A0 .l’.;xii"'c:) Lt: SR 6HO gk 'f)7[11"1‘1 sty v o a0 igd

o As we noted in the SDGEE goldinq cohpany, Si

e il Lheo fBV0 1

special rule appears needed fo; valuatiop 4&0 locat

DELTII {13 L tl(

These should be, subject Lo the same rule as for oth F»REOPeIF%uu

JHOLL e THLINIS 1O S ANPIIYLD <

W1th respect to pop- discriminatory co 10ca§$??hhﬁhh:RF??ﬁﬁuarﬁcﬂ

RTINS ST IR IS N RIS S0 | D1 LG et
dividing line between open access and access by invitatiqn,o%tnj

ought to be whether the co-location rights in question are

Idipnsinl inn 'Qu n
d;rectly related to Roseville s J“iyjfgfsé}vé és aiﬁtil o

Accordingly, affiliates’seeklng to'iinstall an’ equipreiit rack in
one of Rosévillel!s tentral>offices should bé trsated identically
with any non-affiliate setking to install Bubstahtially the s4ne
- equipiment ‘rack inraccordante’ with' applicable 1aw) - teyblations, (5
andidecisions;w?Dthhas*hotrexplaiheofwhY\Rosé“ille'sﬁhtilify i1
facilitiesiatefaispeciélﬁproblemﬁinﬂthi{f?ég§¥a.~19VﬁWG” wpol 1o
7 he! Proposall condiElon doct not’ Biptessly dkciude 6o

aonsio
leasing of equipment in a Roseville facility that is an offiéelor

other location®hotidirectly uséd tof rénderd utility wervicelw Ina
slocation setting that is,not,so directly. related .to;

Jll)

Rosgy}llefs duty. to, serve as.a ntility,: non—giscrlminetojy O 3
locationwould be undqu,1n}rusive.(ﬁggq,eXample, }ggg}Rgs eyille:
affiliate were to install, under an approprlate}arrapgemenp,3xbﬁ

copy machine for its own use in Roseville's reproduction cente
(iofté20i-0D

we should not require Roseville to accommodate every “other
business that”r‘nightri §4n E65h50E3%h%65é 11%&% ARG

v6g o1 bsiiupor ed bluode y3ilinsd qlflv; off 5 liw Jasimqivpa

53. Pricing of Property for Sale
_ (ezjzaq OTI0g Jeiid ohe vioiJgeool-on ol 101 sufsv Jodiem xind.

iri6 PR ipIOPOS?SJShatot?§ f?r§39foé§§e5$tb999ﬁ§: §§EYLQ9$?

.oe

or valy abls information, Pxpdus:esb riPUES:b??sdJ?h devgloped:,fp,r-asa,le

vaLE
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be pricediatigurrent fait:market value orutatiffedcratgaiti oo
ﬁgsg&ille sees | nothing controversial iq:thi$,$9nqit§QQ-

CenY 1er o Roseville is- alreadylfequired to pfovide sefvidexin?

.accordance with the: rates provided-in- its*taﬁiff ‘sotha v Joduis

.condition issnot_needed»for_Roseville‘5<utilityﬁservides.!W(Sééq
also Affiliate(Transactions Order, 48.CPUC2d ‘at! 176=17 (eXoludiiy
fxom the tabulArw;epo;ting;tequirementSthnyztariffed‘telephﬁhé”fi
‘seryicestgbutgrequiringﬁdiScleurelof.spedihlwservices1utilitydi '
contracts: with affiliates):) rtonr zoob b e Aue01 avitijenon & 1o
EREEREREE R ' (5 Fespédt td”tfanéfers of Huch! pibpe
involving WY SIVIEEY, wd e Tibr e antbiied i‘:‘\m Ao
market value when the utility is the recipEEBE,J giﬁﬁ% ‘gsoitgya
source of the property.. (See\id;);;In{the>Edisoﬁ7Deoisioﬁ”=we'9f

ap roved corporate guidelines th t poted . that th tility's only
.p R IR R ?_ v'ip ?11 9 [ADE 91(&‘ T

(Erys :;)3 2N (,H!O::

[ IS RN T L
service produced for sale was its regulated utillty-service,wso(;

S B [ SR A

that it generally would not have transfers of oods or services
9 ,
1ibug e t?’(" gf paifig eggiliiils V4
that wolld be' priced- atUEbit marke value®and the policy would -

apply; to-transfersibetivéen  non=utilitylaffiliatest: {(S¢e Edison
Decision;c27.:CPUC2d! atii386.)71 To! the extaatithat shch?gliiddlines?
"relate to accounting and other procedurés>aild ébﬁtiolg ?&iét%ﬁj“

......

full review by the Commission and to protect agalnst cross-
p i 34 2pantfiig BaLoI30T IRl esedqorq And

subsidlzation of nonutllity activities by (the, utillty
stdo jon 2sqh ollilvssod bk yaysb O azv!rw abom ad
customers"” they were conditions of our approval. (Id. at 375 )
The proposed condltion is one thit{iéidtsd ¥4t ?éﬁgf°1”3§iéing'gg
pProtect;, agglpst GXOSS; sup51dizat10n35 Itdisathereforesappropriate

when Rosgville isﬂtbeaproyidﬁ!znh bar. \olliveze ot ¢lInotib sbox

54. Audit Trail fOr Property for Sale

DRA propoSes that transfers of assets, goods, services,

or valuable information produced purchase or- developed for sale
[ sed3 Juo ednicd ARG molelseh 1is3b 943 ad 230800 gil n
be‘%‘equatéfy”documunted sto- preserve,ancaudit traili 2:Rosevilles
brzrpsy eidd b 3aziztenozaid pnied o16 9y Jedd z2slca \iJ::«]l(w

‘L;--'.—J_—'
al;’fe ?laas - J niur e !'s:qpf alfiv Jecz’ 3ets 2i0idibaon 315 st titcon 920} lo
: Wi
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55. Pric¢ing-of Goods and ServicesrRecelved from Affilidcada od

iddjon goose alfivoeui

-BRE PEOPOsES ‘that R “Fedeigt ot £Y§obds and sexrvices by
Roseville-.from-an-affiliate -should:ibe:priced at /the« 18wer of fair

market value_or\fully,allocatediCOstﬂiiDRAfrefers:td-théftféﬁsfér,

pricing rule-established by :the-AffiliateiTransactions order ) and
iRoseville agrees that: the AffiliateiTransactions Order 'Yéquired ¢
the;lOHgnthlcost_or:m@rketuprlcezu\HoﬂeverfﬂRoseville;belieVés*
that: such  a rule :should: be: changed:in résponse (to the'rdevelopiiént
of a competitive market and does not Wish .to WaVe Ehe irul@snt fion
continue to apply to, it after it pno }gpgqf_gpplies to.others. No

B S 1) 133172 A RS RY ] [fah
purpose wou}d b%}vhngg,?xLL‘?ﬁ}gng g special cgpqxpégn;l,p,;gvnf

appllcable to{ﬁoseville

L]
1613 19 dinay on) of ¢wiifids ot nodw culey 2odem

56...Affiliate18i111ng to6:be” Timaly <=2}  yiusgoeig odf 1o ?35“02

» f oy o r « CyIrs e ¢ oty 9otf 3Y1e Y OY
Chan w2ty T”rbﬁbsérﬂfhai”ihtg¥ oﬁ%g% bi1lings be’ réﬁulied {
i s =Y B Pt N a1 Loaspbat a4 ivic

be’ isstieéd’ o0 al tihb 'y bééigf?éhd‘ko$eville do6s not’ Sﬁéé
i 1 2bson 10 2t91aasad oaved Jeg bipow ¢iloianoyp if tadd

57. Affiliate Bllling in Sufficient Deta11 for Audlt Trail
TiT o Wil E

"'-'_} it ) Eiigm “*aft i RIS AN ‘ ~

TSN

anzibi - DRA proposes: that, intercompany:. blllingSabe:reQU1red to:

......

ined.in sufficient ,detail; for. audit. trailipurposes;: and!

be maintair

Ro‘seyé,_ll_ga g es no; Ob]ecg, ,h‘ S siido bRt prrldnuvonoe ol gtnfoay”

: ! P > tiopi gy welmpee e zuoidenollin taor oF
58134Pr6mpt‘Reimbhr%émeﬂt'“~J-‘J rrinnfn s b 200 oli

jenraps I~eioiag o3 bas nofzairmol st yd woivar [Tud.

"DﬁA propbses that 1ntercompany billings be required. E
[arfvy3iityy ariil d esarliviion yIPiidtgiesd 1o nofiexibbiaaus
be made Yehin' 3o days, ind Roseville does not objec
{.4%:L Je n;; Jisvetanis 1ue 1o A0l I 919y vor 1‘
29... Payments Directly to VLAY (s w0 21 anidibiod bosaqgotg T

R B

Yagyaataun

=50 i 160 1 DRAtpRoposéssthat aff;llatébpaymeﬁtégbé réQui?édjto’BEq—

made directly to Roseville, and Ros&?illétdoadindt sbjésezed SERE

T

ofe2 101 yiiogord 1ol [isaT JibvA  .bE .

eanivioas ,ezhoobh (210226 va e19lzn61d 36 (3 2ogogotrg ARG

Fime 101 UJ“ULJvJu 10 eastILq ,bsaubouq ﬂOLerxoiﬂi sidfnlsv 10
" In its comments on the draft decision, DRA points out that ’ (;)o
many! {onditibns spdoific YO R6sEVI1IE WA a e it foed th{d!bak 151 q ‘4nd’

correctly notes that® ve are being inconsistent in this- regard. - However i;n

of those conditions are condltions that Roseville aqteed should be applied
itl

~ 40 =
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60. Adequate Documentation Clisition) LFa

DRA proposed that intercompany billings be required to
foorrent gl e toyes praaafy 10F 10l baycaved, taodd :‘:‘

be support&d By Gddhuats' dbchhentdtion, dhd -Kosevi 116 doss ot ™™

objectys yirgaiq o3 zezonon otniiilln et aoeogorg ASld

61 “Bibde B Thg BF Snbita bl €5f ubiiigp it ooy
TSt r-aon ot Jooquot q3iV Jeoitang Lrid) of boinilo piied
ho}irqux52§?:?ﬁﬁsﬂfe?z5?%?19335?&%??559:3§§§Q?PfB?iﬁﬁélﬁﬁx?ngﬂé'
any affiliate be required o be billed dirgetly, to, thes2ffdlists,
on behal f Ofl gafieggngr? i(')f j:leorj t&?fé’é”dei ?J‘{P?T?Ce d,lff?gt* \lﬂl\t—} i '1' Pty

trail, and Roseville does not object. o s
aﬂ;_’;z"jgi::‘_\{ggf 101 ?gistjstoﬁl '.,;JJ]J (X D3 2206798 NI0Jefalnat 1oaininon

6la. Pricing,for FormaliReferrals bos 071 (og notlvonvoviatal base

afdp iavPRA)PrOpoOses, thaty should. ar-forma 1 ;e frekrra_lrr, programsbeso -
e?PaP}i§beQ}s§P9h3§§IV4Ce$s$h9nl§ be. requiredstoibei priced:using>
the same; higher of:;cost.or market:

>

priceymethodologysassothercn zi
SeIY§Fe§:1dB°§§YilQ94§§§t§§ that- (i)sitshassnoireferraliprogramys -
(ii) it is willing to have non-requlated affiliatés>pay.forion ni
referrals, but (i11), affiligtos should pay the,narkst, yalue.

 2s 3o As discussed:above:with,respect to:proposediconditions:
number 41, this isuévtegemékingaissug;andsdoessngc;properlyjfitém
as.,a copdition of.approvalifor;ireorganization:underiaiholdinge o

company .structure, i 1, {0t 'A%l L2103 omer it a0 ot ldun odr

62. 'Defdilt-Reéfeiral-Fas 8f0134135" dooreilib vindpils 2l Infoeq
3

=65 snotiibjos bias amial «ved o 78 =d Jauyn aollsturolat sldeulsy
RA proposes that a 13% referral fee (based on_the

. 26 poizysv a'ARd woiv oW "Laoitieg byidi ol Lotolio priisd
affiliate's f{rst month recurring and non-recurring revenue - .

ad_bfrow yiifisis od} Jﬁﬁi'jzegpua sipim i ddppoddis (Inslevipgs

resulting from the referral) should be used, unless and until
a3 1§ botsltlo beid 3t ¥93ls ylaoo 2o3s8ilills o3 sieb 13110 O3 =«ldr
Rosevflle démonstrates that another rate is justified.

-~ e £. r ¥
' Le25ftieyg Lyidl
As discusséd above under propésed condition 14, this is
-e};naaijagﬁ 513 basaxo o3 bonifoeb ow noizivsob Indi - nl. - o
a ratemak n? issue that depends on the facts.and circumstances
iedl oflivezo 3iw o91ps o9i10lsisdl oW T .yJIliJu & ap z29ijub
for particular utilitiées at the time of the ratemaking._ It is
tonn od bfvods 1@ ywiisitgnep ,¢3ilil3u s 26 estjub 231 G0 abialiuo
not approprgate~as_a condition to the issuwance of stock of the
zs3piflllp o1 yYiisgoxg pii
proposéd holding compan?. : L : ) L
: T lepisl 1s oildugq ods o3 1910 Jon esob i Jadd -

t1atenetd o1l ate1loy ol hoxiupsi od
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63. (Omitted?’) ‘ aofedaensot] oteupsisi L 00

ot beriupos sd a{w:itliﬁi wneagsasrotal red) biecqoiq AU

]

64. Most Favored Nation Access to Property/Information ... . .
T < o1, X E L iy Feios soatex (R e S L S L TR s '\. i 1p]

DRA proposes that affiliate access to property orinsido
valuable information, musy, be. at, the same, tefps, apd, sonfitions ag,
being offered to third parties. With respect to non-utility

servizedl ! RosaVine assd Hob Bertdie chal’ 1475hbu1a be’ required
co tibbt arllrated! et Bane’ Lt honl st 11545 Wheh Tespect Yo
wtilieh €8 vigasi P RAEE IS W eY! (5T halilptihe o Med o
nondiscriminatory access to h£11qga %Eéiii%?eil%Zigi%ﬁa%%itiéﬂfjj
and interconnection per FCC and Commishidn!xnlds (ahd)nthetd -o19
condeptiof:making>any ﬁhbuhﬁléd)ﬁétﬁékafﬁnétibhﬁ11t§ﬁ§§éilable_
onia:znondiscriminatoryibasis. i HowaverGoihv ROseVillets?viblfolt
is notonecessary forctheiCommissiont te adopt>suth a>dohditioh ‘£oF
thisiappli¢ationssince:the’ Comnis$idn 1sfeéhsiaéiiagv%hesé@i§§ﬁ%§
inAgeneric;p;oceediﬁggls Ladafupni-aon oved o parifre &1 it (1

e i amdtem_adi yig dplucds eoteili1ye (i) Jud o lagrolox
' In” thé"SpG¢E fiolding Company Decision, we” approved a

condition-thatzwhenever valuablei¢hstorner-ihformation;isuch as
markéty { technoldgicalcorbsimilaridata® 15 provided byithe! dtidity”
to arnonfutilitycaffiliatejnitinost maké suehidata available to©

[E g

the public on the same terms. DRA's formulation?éfIthélsame% >

point is slightly different: “"affiliate acqess {O3PLOPEELYsOr <3

valuable information must be at thé same terms and conditions as
5ii3 ro heeed) 951 [st19lan Tl 6 Jerll @ozoqoig ARG
being offered to ihlrd parties." We view DRA's ver$ion as, .
T ounevol paitiunsi-aen bras poisudox dinca 121il z'e3silills
equ1vafent, although it might suggest that the utility would be
(it bne zzefnu .bozu ad bliddz (Ie1iolsr od? mo1l pnildluast
able to offer data to affiliates only after it had offered it to,
poilldeut 21 wisy sortean Jedl 2olnIfancnid sl{ivoaod

third partiés.

=i =int LI noilibnoo bgpeogoiq 1sbmy ovoeds bezauoeib 24
. In that decision, we declined to expand the applicant's
zegnﬁjacajx{o bﬂﬁnajosi sl no zbasqosb- 10} oitezi pALLemolst 5
duties as a utility. We therefore agree with Rosevillé that
2b 30 . paidgeuapey odld 1o emif oil I zoidililu ysluoiiteq 101
outside of 1its duties as a utility, generally, it should be not:
afd1 1o ¥zoode lo spngyezal ol o) 16f£3ibacd 6 26 93513103GJ6 Jon
be required to refrain from transferring property to affiliates
L . » : L T ynsaaon” prniitbiord bazogotg
that it does not offer to the public at large. ‘
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Lt ie dmoln: approving,a isimilar cdndltion in<the :SDGLE iHO1diAgG |

Company - Deqision,;ﬂe were ‘doncerridd. uith proprietary:data’ofithe
utilityithat derivestits value, :atrleast-irpart; frominst! being
generally:known-and ithat-:is not isubject .toPU.Code Séction 851¢n
The purpose.of-this limitation-is:té limit ‘undue-advantage “ifinov
competitive markets:baged onraccess ta;such‘data.tnﬂe*therefdf‘ﬁ

1nterpreted "the same terms and c?ndlti_ons:} Jtto; Fi8an AGeess. on \

comparably timely terms when the data has a short-term

ayadye ealdnililre Joili eonogong AN
competftivédﬁ§ Fh1Rdssy R

fanorioys pae =oidlliosl awo 1izidt ofeacqgo bos alsdaism (91i6pos

Unlike the e;eegrie industry,,jn QL}S'}nlﬁnF early, . ..

<«

stages of transition from monopoly to competitive markets,
T Furcy e EY i3 100 2104 1o scogqiu
howeVef“)thQ“E%ig1bhﬁﬁ%ic%fY%ngiiﬁaustry is at)e relatively
63 ni zornililie st rio1l oipingoz od o)

adVanced ét%ﬁ%“gg'égﬁpetition. ‘Roseville does not .occupy the

oroe . 0 G (10516 1o sa1esbh 5 foug Lol i oe6
sane ﬁosi ioh ‘of Ao hand® i thé telecommunicaglons market as

3 griflusi3iily 101j£)ol[1 yyibrove 1o
does San Dlego{Gas{‘n ﬁleclric Campany in the energy mér et. We’

JE\Arlliﬁ a2 zeoxbbe [{n zuoidibnod
will not reQU1re an equ% tcess condit1on ‘because the record
i arfduq z4r fmzcltag 2 allivoeod
does’ not demonsttaf Ehat ihe same cbmpetithe concerns are

vinagen yYiadoeltaotg &3 a1l
préseﬁE in this‘éltuatigﬁ. We do nét heaﬁ to suggesi, hoﬁever,

L Fyf i sty UoLipnos L ot 3
that Rgéeville Vhotila é%hsider 1tse1f Yfmune from all Ffuture

sehutind 1n' Ehis“redarﬁi’ TE' Ro%aviiie %i%?iﬁ‘sfgioéribtéiy data’
to affifiéi%%’but ulthholaggli?f?gm éémﬁ%i&%%%ﬁ‘%lir u¢£7[,tn[hd
anbicoﬁpetibiVe!intentibrieffect,iit»will ibeindo déefenseé in a
proper proceeding:thatsweldeélined:to! inposé the &dhditionsiwio
this:appl=icafi0h$e',;rsz; \;izaaa‘-:‘ma{: 2o “lisv slareairon ol poistoid”
65. iOnly’CEQ%iéé 9‘ﬁlrzzs-senti 1
21 Yo vices 30 9110 bas o

(o o DRR Proposes that, the seryiges.ps oyided, Ry R°§sy Herte
afff}igg?fesﬂgngxgﬁoélgltf? t ' , :35§58§}an3 Y1688+
which are deéfined as sgrvices 4 }%f?F? usk, Bag 1ilsa

gonseds (enijilemiol BICYICD OV

rder operate in, the mannér au thor zed by
ocggﬁag?rbpkne 24901110 OO0 LIniiI-AON D n! ?BQ%%G?rwgfﬂoq1oa lo

excluding) services that the aff1liate could provide using its"

U Saetedue 913 1o
?fiila tes

urrent or add1t10nal in- house personnel or could obtain through
a third -party vendor’ without potent1a11y disc1051ng proprietary




A.95-05-03)1 ALJ/RC1*

_information;despiterresponsible précaitionsi?v<Thereffect of this
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Commissipn?approvalefegesuchrfinanciélxb;ansaetibnSVQwThUS}téhdﬂ
proposed condition would restrict Roseville to a greater: axteht!s
than other utilities, and nothipg }n the reeog@ show;.wpy;,q_ A

Roseville is unique in this regard.
et o bartun S8 HEPVE PSS I 005 WS B o3) JU BN TR E-T A LAD 18 |

69. . 10m;;tgd)”

vErrtaen e i

70. .‘Parent:to-MoOve Away- from:CommoniBoard: of:: Ditectbrs“r

233 A hRABrdpddds  that PALRIE Shd”RodéviiiE en
a coNmon' ' Bdard’of8irects1513a” the"34REIBEL1XLrsTF
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by-case basis as holding company reon.fganizatior‘nszarlse‘lh SRS '

82. Special Definition of "Intangible! o ie ool lo paiifnl TV

wild ot - DRA:proposeés a'definition of"intangible"Afrom the
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in the same manneér as required by the Commission for teléphone
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inclyding; the:onget-of: competition,withintmarketsuthat ROSEViNLE
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tJ(UI

determjngjypat+ghujges in,its, forin of organization andxownership7

Porfor

Tit s

16 - DRA, proPgﬁes tpat apProval Qf t e égg%%qé;égp bq}haQe

iR

1=

vill not . impair,the discharge-of its v“tigsfrlﬂﬂod soyolqmo 1ohnu

L]
TH: 3L t}nf O s v 3 v

5. The form of otgéﬁi%%'i%ﬂ ahd dWAd: §ﬁ1593>9aﬁ§’f8 Iuijq
profit venture,subjectt to thgéQg ni§30ur;$dictlon ought
"lie, in the,first §n§¢en§qbf;nz h.

i
858§ ? d3d3§§Ie£LOQIOf Y]ﬁ:b;cdﬂg’
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management, subjeqt tocthe rights providediotherwise of the
shareholders to consent, and subject to the Commission's
oversight to the extent necessary t6 'Prot&€€7(NE Slblic interest.
6. ¥:ROSeVi11618 Biudindds "oBIEctIvES 'WIEN [P88pese to ‘the
proposéd 'ré6rganization “Afe Val'{d! i "the "abssheé Sf Tady ‘vl ddndd
that Rosevillé's iboard of ‘ditéctors £CTEd With Tadk ‘of [duddare™
or gdod:faithotsd}l yaca ol eacidesInensol n[£1v99§ﬁ 2NCIIEiGgIonD
aid o Asgidua (boiusip el {(YisuinD aoepiot) du2 potdnsiancpi1o9os]
7. The proposed reorganization is not adverse to the .
L2dnetpsssd pnisbiO oaiwol fol ods .ot 3vol dse zaordibnos
public fnterest in light of the conditions that the Commission
may ¢ irfposeé dhd the Commi $'s1oli* s powedY 't ‘réghl e Hosevilre and
its‘affilia€§sEiﬁffhéqfuth&é‘td”aéféﬁf¥bﬁH“}éHédﬁgghi‘éHJQeg'fﬁgt
may<ar{s€o The! Conigsibn '¢ah APPIV RS 18551 Ut el G a1ont
"Biereing tHe Corporite Vel 1" 5 e s5h LY PYOFEY 8 SEGbuAt 11
for:the ‘substahce tatherthaw the e of transhetivis Wrredtyd
by shared resources between a utility and one”b¥1H5}E“6ffkléjjﬁjg-
affiliates.. ,; .. s30:51 30 sosvoless bon cionilio o4l LE |

8. 1DRA’ shiould Felwdt! and’ supskvise the! obivsiae alidi Yo &
consultant for thé:Verificatio {‘if‘#E”éﬁﬁ§§ﬁh§hﬁl}i3?i“‘“3
determine, that. one. is,required.. . 1; 30 does bac 2rois9 b
sdecd 9,ted The applichtioh’ Of RosEVIIIE F6 H¥BubREe b 3oEX B
Parent and Mergers défn_;‘)’ah'y“ 'stiohld’ ba approved! BUbjeEL’ tb2 thas © it
coriditions ‘&t F&TEhI hereinils™ 27f1aawggs sIa0w \Dns aafaginaian

. : o LetnuocudA Yo malzy?
10. The Commission retains its authority to modify or

ireplace  the! réquirement 5~ 6t Fotth! I thel ATFi115t€* T2 dnsactions

Order;HGNothinﬁﬁiﬁ‘thfﬁfébpfﬁVélﬁﬁiéélﬁdéé 153‘@0%%@@Sif%‘fi3ﬁidj
impostiiy additional o difEerenty thghlationsDpodlakEillarel iy
trahsactions>applicable to Rd$&VI11e7ANIOthel” simi14ripiSitudtea
utilitiés In thasfatiiray ofd ai fuiseu 30 yysezodsn od ol yiililty

oicdont ton [{sdz noidibnos 2idi  .znolls ifdo y3iiisy oifdug
11.77 1t can beé seen with certainty that the proposed ‘

ndayve . Jgamenensm dz2oo .6 1obauy iasstesvni 10 2bnul 1o zislensud

issuance of stock of Parent and Merger .Company will not have a

significant efféét upon the environment.
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sl 1o oniw s XInHITERBY/ RGO MAGI O R .DOB - Ryofdies | tavniapaana

towetae s oty o foopdos vtk (Jnmeaon of zashicidorein

N

a9 g ITIS Q'SD,BREP x'_;-l!iati:t ﬂ{‘1:~.:iet*_7'::‘fr'; inodxn ot o3 Ifpiaoavao

. 1. .. The, application Qf . Rosgville Te¢lephone Company .»

......

(Rqs?ville),for authority pursuant to.Public UtiligLQSI(PU} Code
Section, 818 for the .issyance of .stockiby.the ,California . .cn seoii

corporations Roseville Communications Company {Parent) ,and- RTC;Q

Reorganization Sub (Merger Company) is. granted, subject to the
ol sEyovis Jod 2@ norinvinepronr bhoaoygorq v

condit{ons set forth in the following Ordering Paragraph
Gotezicccnd 43 roadd saoidibaon ofdr 1o NipiiTad ‘nreiq; 2t idua
e 20 1 REAQK £Q the, issuance, of stock of .Parent,,.Rosevilley:

ﬁt}pll(‘,f,ibl(e a,60py,.of, the amendmept, of, the, articles (0finitilie 21t
1ncorporation of, +Paxent evﬁdenqing, he ,change . ¢f) name of.:Parent
fromu"Roseville Comtech' "Boseville Commuplcatjons‘Cqmpany,ﬁ“

—.,-,.

State Of Callfornia > bus ¢ILLIdg B asowlad 2onguce bBoxnds '!‘r_::i‘

[y

I =
2k

3. The officers and employees of Parent and its 207711l
subsgdlag}es .shall. be;available to, appear: and, testify:in 3

- ¥}

Commiss io n; Prqcee¢ ings, as necessary.or.yequired,i; ) 2aailynies

q. Parent and each of its subsididties’ and’ the! jorhy 1o70b
ventures, of, Parent, and/or, its; subsidiaries; shall, keep,their:books'
in a manner,consistent with generally:accepted;accounting; imstn1
principles and, where appropriate, consistentiyith the Uniform.-,

System of Accounts’ . . . , . .
1 owlino g o3 wiitedius =31 canistsy aoleelrninl it LO1

snni dinenRoseyille; shallinotify: the Ccmmissionlgn wri;ipgawlth;n'
thirty, (39).days,prigr to,apy.! }"ansfgapso Parent: ory its:non-isH10
utility affiliate es,of. ”vy}‘ujlipy3a§setjor proper;yxexggqging”a;y
fair,market value, of;$190,000, 1 vhether OF nok:congidered: by;the: s
utility to be necesSary or useful in the pgrfprmancgzpf its;i{j;ﬂ’

public utility obligations. This condition shall not inclu e
baeounitg odd dor) yIninyso dliw nsse ad asd I -

transfers of funds for 1nvestment under a-cash mana?ement sy
5 aved Zon f{l{iw yneq:old I5pysl bon *nousd 10 NooJa 10 ol )u

Jna motivita add noqu Juoiiq Jnsarliﬂp

]
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g6JJ1‘Rpsevil1esshallwmaintainwredggﬂsSEOiﬁfdok“affiliSte
. transactions through ‘'separate’ accounts ifeceivable and ipayable:ys
with separate.sub-accounts-for each affiliate oD 2noiteningiidd

7. Roseville shall include in its anﬁﬁal é%bor£g155}§ﬁ%h£l

to- the Commissionts decision In'ire: Reporting: Requ1remehts:for

Electric,, Gas,s.and Telephdne Utilitiesi Regarding Thoir ‘Affiliate
Transactions 41993)E48a§PUC2d“163k(theiAffiliéte?Transhbbibhs*H“E
Order)-a&desoripbionrofforgahigabiOnalichéhyeérhsubh‘as“Chhnhbsiﬁ

to Parenb!s,stiucture;idw 1o ziniribnod ot 1o fncusotolna oyifans

IO Kgsevilie snBI T 1nERAR 10> YES TRERY ffeia%‘f A e
6 LHEACF T are M aRER elEhs B a&tP B2 LR Bt EN S ARG Y o8
its corporat 9“uidéline§1for{ 11500 AL U ohs. ebuloni [indz
vitisbt0 yd botslanzineo Jibue sidl) 1o noj idolgmoy ot 1 taa

9. Roseville shall notify ?ﬁ,?°}[i§$ ?){n‘thgl Y8 ;c that

it establishes any formal referral program involving a course of

regular Ling' ELEéatéd f%?e%%srgqgf%ééstoﬁZ;s?%%( %%%ngie tgione

or' moYet Afe1113€43, and’ db%é&iile‘“hail Er%bit‘ﬁnléth%hthlgjjﬁqu
. basis!” bbteriald 3r°hiloheraiits 4t iV 1e Sted ol 4 périod’ ot one’

X1 trivael fnntnn 1o foiaatrag Jorft boe baviassdn
yéar  therdateass oottt : e PAen

gopizis yd zoanss toioills szon bne ylonllog i buisosion

10. “Rosevilie Shald retain correspongence 919TIAN. . o

Roseville between its officers and department heads and

Fa z 1 rs) "~ = FiT L5 }"3' o
Aef{115¢es fér! %iveqyéars br” uﬁéllrtﬁéfc%mpieiaén 3¢ Che audit

e ( K10 3 > H Fa ol
contémplaﬁed B& Order1ng P%%ag%gpﬁ 6 & iéh%&é}rgg i%ﬁ er% od ©

Cieloao aifdi 1o 2deb odi paivaliol

2% {GY 1331y base .ni:noi DrEdl
nic mail ;e a1
a0 1L

o415, JE Rogeville uses electronic mail. Vo ik shal) .
retain copies of e-mail corresponden %sﬂeesgse?iisﬁz £E1Cers Qhun
department heads and affiliates for a period of fiye ¥§3rs.Qf ..
until e, SoRIEON S The 2 it GnkempA2 e by ORICING  con iy

1 whichever is 1 . .
gﬁgagg?pthgﬁpngghlongs§G gg?ﬂuosxd ad1 It noz)ss1n5910 1153?

12. gﬁqsgvillezshallbdgcument theLSUbstandefofImeetlﬁgscq:ua
between(its: ofgicersbor>department headSLandrafflliatéésandnoqodx

- retain- copiesref such: dgcumentatlon for a perlod of five years ' or
. until cthe completaon‘ ‘ofy thezaudit: cohtemplated bl O;"dt'efi‘m;3 bs2ed

o3 Lalliccn Astd ged dgeipsrsd Catxehi0 2ids Ixor sifd b JibuA nofledtliyey
Paraqraph 16, whichever is longerdj ngnrmnaxixﬁjitud tnolzizaos =d
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sﬁ134i:ROS@Yille«shallnmaintainwa;positiVe:Ulﬁewrepbrting
system*Q60psistent*Hith ‘Part:64- of. the -regulations! of ithe:Federal
Communications Commission Y(FCG)):-to.record.time 3pent'ion - services

performed for afflliates.‘! 0r cbufai [ Lesin Affrvanon Lt

it [

ld.llRoseville shall document: procedurés ‘and controls forf'
compliance with corporate:policy regarding affiliate.transactiois
and maintain:records relating: thereto iiii’govd order. =‘Roseville ¥
shallwimplemenbyand:maintaihnapPEOpriatesihterna11c0ntfols torlvrid
ensure enforcement of the conditions of this:decision,>and it ol
shall designate responsible officer,. such as ‘its sontroller,

FAsUREELG 310y LeH ST L e

for implemen gtion nd oversight of such c DFF?ISJIezP?Pu9QPFF°}S

L ITEL 3 161 (II:(’WI) 73D IY) 200

shall include reterti°" of apdit, porkpipers, for, FAYe, YOArs, oF o i

201066
until the completion of the audit contemplated by Ordering

coineDinoy 2ld yiisea Ilsda offivosofd . C
Parag}aph 18! T ahicnelaiis ioﬁger. e
r omroancs 6 opiiviovid meiporq Ist1iolona isxni0t yinr asdatidrtzo 1

15, Transactlons betwe en)Rosevillegagg its a;filiates aq?\i'

ety € F 0 <% IVasE0 a~Nard [WRS 0 8 LW ZRY

related transfer prices ?halli e,pudited . on an ons going,bas}s to

ll s ads!

ensure that corporate pollcy regardlng affillate transactlons }hl

i1 SO} [

observed and that potentlal or actual deviations are}detected and
corrected in a .timely and cost effic1ent manner by either

1973000 r1zhin 133110 rtpias flede ofiivazod L0
internal’'s% éktetnal’au itors ’
borrd: obiogt ariiiege U Fas 2auoilic 231 noowicd allivaeenid
28. The. ?SF3999¢ .administrative, lay, judge, (ALJ),is directed

to hold a pr —hearing conference durlng tpe1 stuqnartersof t e

f ;Jj[v R Di[‘f)};

third, fourth,'and f1fth years following the date of this order,
as né&ddsdty €4 Gstdtmids WREEREZCERS 2284 2oL 30SE it catlion
Audit &313E310aR4 17785 Pnae IR BE° 3nSdul 46T © Ao SR eI
purpdSe 'ERd BY61si8n"8F RIt&pavar AdTScatas (BRA ’”BSTC’T“ sé‘””"

purposek$FEiTsVdraL A B4035rdph 5n3TT ACan ORR S Such’ othds”
staff organization that the Executlv ‘Direcgo?daégfgngéesqfogﬁgﬁg
purpose)rshall}beethe*designed staff“é?géniiatioﬁfhaﬁlﬂg S

responsibilityiforitheraudits unléssith E:-céczutl?effhi?eel:éor"‘l"r“‘Ji

1D ?*EBY 5vil 10 borxeq 5 103 ﬂO’ijﬂ“TU3Jﬂ doua }o dQIQOD nisdox

‘* Based opfgosgVillezs ¢ommeqt;oggthe)incénsistenCy]with)the treatneht*of theu_
verification Audit in the text, this Ordering Paragraph has béen modified to
be consistent with the treatment in thettgstil zi yovorioidw .9l t{qﬁlcnsxsq
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determines that the needs ofi the Commission dictate ‘otherwigeltisy
At :such prehearing conference, or-at-a:prehearing:conferarice im'a
Rosqyillg_HewfRegulatoty‘Frameworkvreview-applicatiﬁnrvaéﬁﬁ{?Ii?
appropriate, -2RA may moveifornan;auditqﬂsdfeRoseyil&é*aqféésvthht
,anﬂauditgis‘appropriategatnsuchntime)!theuEXeCUUiVe?DIreotbﬁHWGI
shallimpkeistaffwassjgnments-53?hecés$ary5tb’cbndubt'aﬁ?auditTOfl
Parent, Roseville.and controlled-affiliates; at the’ &éxpenseldf o
shareholdq;s,ocharenthtp.eggmine?RoSeVilléférafﬁillaté’ﬁbiIDCHO?
‘Lransaptjgnsrforuthe;purposeiofﬁVErifyingiRoseviiLé"sacomﬁliahCéi
with;itgxaffjliate'LransactionSEpoliciesrand)guideiinéé}éthiS“Vﬂi
Deﬁisipnr;andfo;hetiappliCablejCommissibh;6rderssand!regulét10n§l
(VerificationiAudit)s s Rosevilleishalliprovidé ifundiny! foritheo2
'costs;gﬁﬁthg;audibyfinoluding=thé>féés;andséxpenseswof!ahfbhtsidé
auditor or:c¢onsultantsand DRA’s{incrementalttravel ¢o$Eé}nsubjéc£
to therfollowlng.i(a) PRA- may1contract1with thd outsidesanditor>»
or consultant,nor:Rosevilleimay:contract: d1rect1y with‘the £1ilun
outside auditor.or consultant,! in:which,case:DRA.3hallzbeladso01q |
third-party-beneficiary. of,;theicontracted:servi¢ésyforiwhichi DRA
shall haye; the ultimate:authority and responsibility- forsiil 1obio
selepxjpp;gdirecigon;smOnitoringBénd supervision ofutheéuys:u 1037
contractors;and:(b) prior-to théiselectionzofian,outsidetaudi€sor-
or consultant;oDRAj shall.consult-with Résevillelredarding théinil
identity;ofrpOteniial?contractors:£uRoseville;dPareﬁt&1and?31195ﬂ
contrqllegjaffillates shall ret?i{‘“?rAflge years. (but .at least

Of 3itivogoMd 10t i 2:1&1 YOI
until the c?mpletiOn of the Ver E?E ?‘ qﬁltb (%)',O,ulﬁinterngll0

iig Dhan Vanon it Ed

and. 3’;‘58‘E?afnﬁ°”e§‘,’°2§?‘3?&:8 tys ) Rogeville's of¢i ‘%‘af$~ﬂ£!5' aw Loy

e
depaxtment heads and gontrolled atfiliates, and, (31).,49 theivacon
extent ezeesg?g in the normal cgurss of bupiness..desk ealendass,
meetl??lgggggr}?»d egggiofall ‘ Ojsgglluqdl trgq iG, v
mail correspondence ?kge$gﬁR?§I ; g%c%”§ﬁ§gdggggartmgqgiq

-heads and controlled aff111ates. Th tor's report shall then
) &4 L
é”f{ledjﬁ ?ngggn “the partfes to
5. viozyovbhs bluo' 16t

solély for such o
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purpose.:-.DRA .shallkifile:and séxrve' the résults.of .the =zoniiiiniah
Verification; Audit:4n.this douoket: and,irat: 'the séﬁeftihé}ishalllﬁ
file andwse;ve'its*mppionutOVCOhsolidatb\thiblaockétﬁﬁltﬁ any =zof
other~Rospvillerprocgeding then pending,or, “ifi néile of: the o
foregoing,docketSﬂis:openfftowihsbitute?anriﬁVestigat1dh fér'isuch
review. ¢ The ALJ~sha11rcpnsidernnRA’s,motiohfﬁand'thé‘reébbd§é§3
of other;parties; if any;: and Shallféitherzissﬁe'h’fuliﬁb GRS
consolidabing%thindobkethintolthe“appropfiate“ékfétihg**fﬂﬁ%!Fﬂ@
pro¢eeding, ox'prepare -an: order:-fori:-the Commission’ to ;institute ah
invesbigatidn?for?sychzpﬁrpbsé&r;Aftef?ththerificétibh“Auﬂlbi’iw

Roseyilledratepayers)shalltcdhtinﬁe?tb*fuﬁdbthe\ﬁbIMalﬂPUideé“f]_

Sections»314:6>and 897fauditszﬁﬂﬂohéVerrﬁin nb*évéhuwshélli?ixsvi
Rpseville ratepayersrbe required: to fundranothetherificétion*”

Audltauntilaat leastjthree years‘haVe’élapsedfsihceithe ¢ rotibue
completion:of:the f1rst1Verificatlon Audit} with: the: ekceptibn'bf
audits performed; in connectioniwith PU:Code>Settion. 851t {i=non 10

proceedingsl;ﬁlf,rhOHever,ﬂRoseville:does=not)agreeﬁthatﬁa*h537ﬁ5 :

yerifiCation}AQditfisrreQuiredjﬂDRA*maylmovefforiaﬁcémmiﬁsidhfﬁff
order  that-a Verification:Audit béiconducted at'suchitime:d 7l
Either partyjméy move:i forian evidentiary:hearing’intconneetion’ .

with:such: métion, nthe-scope-ofswhich shallibe appropriately>1tiny’

limited consistentowith-its purposéyawhich{ 1§ td detéimihe” the o
need{forfﬁratherzthanitheﬁreéults1of;ﬂa?Verifiéétiéhﬂhﬁdit?ijﬂ9hi
ja“if.jghffdémﬁlo ge Eféns?ergl¢%3$ éégQiiiez 6’$ﬁ afpiigaia™

ot =~ # { I's 3 i ' oy 9 !r( N ,{ Jret
shali<pé ‘aéﬁfo&éa b SU‘ ff{cgfi} iﬁ%segilig gnajghéligbé{ r
voluntify¥ 'prévided, “nédévs? thi
15 1£01 1oz bans abpad Jﬂomftrqqh

érmployment of any émployee who

R

a
3 OnOAg (2olYEMTUE
loymént with ﬁoéeV1
]

i

this 2
Rosevilld ?Joﬂféérminat{éérth $138p13
deaiiﬂqésﬁ tESNs£EZ2 M RAY dRpT85HR”

trand £817 Réflbﬁérmfﬁ «dhi24f he
pri8i s H&e??ﬁkfﬁ&gégafo?mgf (4
nodld Ileds Jiogoex 2'i0dibus odT

- 18. Roseville’ shall %void a
o3 29ldrcg sdl no boviss bnbs N1
4

that would adversely affect the
- fdowe 1ol ylnloz nsdo atr

wh '
éé Ynijaﬁﬁ
A

il 9&% s, oonsbnegeoaryon flﬂﬁ
any .
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19, - Roseville .shalls have the burden,> from time td tine, of
shournguihatiitnhaSvrecéivedithg’marketnvaIUGYOTIempryeéﬁﬁiVOiq’
transfers to affiliatesiowhdneveriits revénue-rediiremdntsiareran
1ssuerx>Forithis:purpbse,;markethvalubﬁbhallfbeﬁdeemédxtclﬁe“théﬁ
recruiting costs to.-theraffiliate:of:hiring: an employee from tha
outside.::-Injthe: absence of: any’ evidencerby Rosevillerthat:wouldl
be admissible to:determine market Value, 25% of first! yéar:ibase:q
annual c0mpeps§}ion Phal}iyq)presuped\t9 reﬁ}éct mﬁﬁk?P vg}ye.

el

However,{unles§”§Pplica!’:&?v0% & 25 tr?nff?f if??urfoﬁ tb:?.m«.}r:urzéb

[$153
applicable period would reduce revenue requirements by more than
- PG Ay 24 il a3 9 It
1% of'éiOO?OOb ’%1c é%%r ﬁsoieést( thi's shéﬁln%zgﬁzqﬁinot be

Hosodwina (Jbesunoyg ton aoiletiyolnr aldeunlev 16 2nxiviiez zboop
reﬁﬁiréd. = e : ‘

20., Roseville sha all maintajin a ya}§n?ed capital structure. |

CAlaLId F-nGnivoI1q \4"}!
copgistent with that determingd, to,be reasonable,bY 5he -1otcncs s

vIifol 3o abdpid a1ff s bo oiju'wx fisde 9fs2a 10} bsgolfsvab 106

Joud
Commission in its most recgggaggc}§§99¥9n3R9§e) ille's;capital .,
structure. ROSeville's équity‘shall be retained such that the
1.« fivozod vd =30 . vL
. aﬁgtgi SERGEETE Wall he madntainea
rrrg ar 000, 001¢ a2 @ add 189Y Was
(adJusted to reflecé the’ 1Eﬁﬁt3tlon16f Rf)sZ\n1 lg loﬁg term' '

: 36 [t ] ‘s oot od {Iede
capitéi leéSeé) on'évergge overxthebéergod @h% capital’structurg

S I o 53 50 ajsizuoigas bBodics o dpcotais aouiov axdites
is°in" 3tteel® 258 TaleRaking purpdses. » A
inobacasho? Gbﬁiﬂﬂi A ‘Uﬁﬁfvﬁ 9102 Lonivioz Dutiiried--noa

21, The capita 1irements of §0 eville, ;as, determined to

I «“ 3% LR S R ¥ ')I
be necessary to meeg 3 1S serve,1sbqll bemgiylwl o

RS TS 924 B S ORS Sicps IO 2O Fi1 D S % Do0On

qrs Pnruﬁreggqaeqi Osevﬁklei
a,22;‘“The{div1den \ olicyiofsRosevillé sHalls c0ntinue‘t0'bé!0
established:byiRosevilleld dard:ofvdirectdis as tHough iRbsevilla

flISt prlorlty by th

I1ITIL AF”] fl'

.were a comparable, stand-alone uLility .CQmPaNY,  uq 1ot 6

23; Boseville shallchot- guaréntee"the(noteép debentufes,sdJ
deb;nobliqablonstLOrgotheresequrlblgsJQﬁoParent?or any afﬁlliatéz
without firsq}ObtaiqinQGthéiHrittéﬁicqﬁsénbidfithiSzcommiésiOﬁdiO’

talinie 310 .Q*dpl]goo; ,ajnujnq ‘?Jﬁ911 doubo1q szadn e85
.51 tetlii¥s ns Q3 QII[”9c0u4““]1 boyiolensud Siﬁ_eJdQII Izpﬂl'
sedlle o m?}gjtfn on, ,9.1dr%f}329.§r59r 11hat had this 8. furilitiess ¥ rhigha

89

'ss been cé re
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1. 24+ .Costs incurred: bBy. Roseville.{generally ‘for.the .¢I
provision.ofi.services)i.on behalf oftdffiliates shall be! fullyod=
:ecoveredjfromfthezaffiliate;:andasuchinohhtarifféd,servicéywan
should(beqpficed.atltheuhighér;ofrmérketfpricetprffhl1y910aded€?
cost plus a,reasonable: percéntage! to’ account! for costsxthatfmayﬂ
have,beenjoverlookedi v For:.such purpose; -a 5% markruptshall>be'vo

presumptively: reasonable jinall geﬁeralmraté:césesz cidraz iy DR od

9985 TYhh sfetéaf}Bﬁ'Roéé?Tii%j%oP%f!fﬁiat%%f%%%lfiﬁfj feunas
‘ Y s 3: 1 VooV oWt
document@d’ i“"sufficl‘é}xt‘“déi;au 3 ProWlad anldarts iy oot

fed s oo ol 2insms1iepss cUnovoel SoHibsY faIvc». bokiog ﬂldr ot iqas
26.5r” ?nsfers from Roseville tq an, affili? gﬁ etsfo i

0 Teds f1rwoiie =20il) 7t SIGVOND]
goods, services or valuable information not produced, pm:chalslt,zp)t

L¥ip ¥

or developed for sale shall be priced at the higher of fully

lodddd>c¢ddt b%? Fdir “érké&"valué?"ptoﬁzi‘ q° E‘F.a%l {)%‘i%’i%% for

transfers Sibjede®tdt 0’C3de”§ 21577831 % allf ﬁet%réﬁ%éﬁlipoo

the Eomhis31on”bh'5°E8etBy ehsb Basigs e? /707 201 il fotastoid
gaeil

dor fapindas od fisu Vvitupos 2'allivoeed, w;ujJﬂxtJ

'dé? For transfers by Rose ville to or from any affillat? in
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any year thatjaggr?ga?ebglo 6000.1n coq31dera§109,w OS?V39}§U,pr\

1
shall be required te demonstrate that it has determ i ned_ fai;:“‘_r

S inuiie (e digan 3407 bOryodg 9t 1oV0o QUBIZVE 1o TETAS

market value thfough a method a propr1ate to _the asset, d
,,?qunq patAe 2367 167774 299890

non-tariffed service. Such methods may include independent

appraisais/“publishéd’ éloégnéupriégé:jég ketjgd§$3§sfjor ats

combinit fontof fidtheds® AdeQuatdly 'a8éii8nEda 6% auéii‘ﬁ&%ﬁ%égsld
Iﬁ{ééf@ﬁgﬁiﬁaRpf%éé%ﬁiﬁascaﬁd'Iﬁ_gasgsiiﬂgﬁhigh fheftéégéfgrrgéjﬁ
prope:byeiSjsubjéétﬁto PU!CodeoSéébiQn(851,FRoseVilleﬂéhailgbe'
requiredsito;make an affirmativéeéhowiﬁg?éfIféiremérkéttdélﬁéﬁ6389‘
28. For purpOSes"Sfathé ééadltigns égﬁfgiﬁ'{dilsghig 6 éé?f‘
the,deﬁinition Qfs?assebs"eshallsincludeIfeél,tpérsonal, ahé
intangible (to include(éopyrithé*Lpatentéffgoingecoﬁderﬂldénddﬁb
‘other elementssc aSJdéflned -bythe: Conm1551on)1pfoperty?1£3 Juoiddia

3
B4

-29. - Where product rights, patents, copyrlghts, or similar
legal rlghts aré transferred from Roseville to an. affiliate, a..
rcyalt payiiéat- may bE? th"r%d EBURRSTE ‘th%t ’r3§*€c§?e}§ tec&;‘ E%‘ '
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appropriate compensation,. and iguch (royalty ;payments: shall beoila
developed on a case-by-case baéis<in¥proaeedtnqsvpursuaninOWPUH?

Code Section B31. NIodniboud avitoito al sobio andf

_ BO.JIﬁ?ﬁ a@a}} ﬁ?i?ﬁfﬁ5?r°f ass gt lﬂhiq RS QPQ§e with a
higher of fair market value or net book value less than $100,000)
from Roseville toran-affiliate, valuation shall be at net book
value and dgg@hentgtiaptahﬁﬁ%jbe maintained to preserve an audit
trail.  gn (gdolnd Lo dizest
AUGHG LM YREAH

31, Interc0mpany{b1111ngs between Roseville and any
affiliate shall?bé‘i%%ﬁ%d on a timely basis and-documentation
shall be maintained to preserve an audit trafl. Payment terms
shall be net 30 or such other commercially reasonable payment
terms as Roseville may determine that are calculated to result in
payment promptly. In the case of payments due to‘Roseville,'such

payments shall be made directly to Roseville.

32. Costs shared between Rosev1lle and any affiliate shall
be billed directly to the affiliate.

33. To the extent otherwise applicable, the definitions set
forth in the Affiliate Transactions Order or any successor order’
will apply to Parent, Roseville and affiliates in precedence to

any conflicting definition in this application.’

34.. Transfers by Roseville of assets, goods, non-tariffed
services, or valuable infOrmapion produced, purchase or'developed

for sale shall be priced at current fair market value..

35. Roseville and Parent shall file a written noticeé with
the Commission, served on all parties to this'proceedinq, of its .
agreement, evidenced by a resélution of their respéative'béardS'
of directcrs'duiy authentidated by4a Secretary or assistant
secretary of Roseville or Pareﬁt; as the casé may be, to the
“conditions set forth in Ordering Paragraphs 2 through 34,
inclusive. Failure to file such notlce wlthin 30 days of the-
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APPENDIX A
Appearances

Applicant! Roseville Telephone COmpany by E. Garth
Black and Mark P. Schreiber, attorneys-
at-law, of Cooper, White & Cooper, San

Francisco.

Interested parties: Division of Ratepayer Advocates by Ira
Kalinsky, attorney-at-law, and Lee-Whei
Tan. ) S .
Comtech Mobile Telephone Company by
Peter A. Casciato, attorney-at-law.
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Abbreviation

Affiliate
Transactions Order

ALJ

D.

DRA

Edison Decision

GAAP
Merger

Merger Company

Parent

PHC
PU Code
Roseville

SDG&E Hoiding _
Company Decision

SDGLE Section 854
Decision :

USOA

Verification Audit

Appendix B

Glossary of Defined Terms

Definition

In re Reporting Requirements for Electric,
Gas, ‘and Telephone Utilities Regarding Their
Affiliate Transactions (1993) 48 CPUC2d 163

Administrative Law Judge
Decision

Division of Rétepayer Advocates

In ‘re Southern California Edison Company
(1988) 27 cpuc2d 347 (D.88-01-063)

Generally accepted accounting principiés

The merger of Roseéville with and into Merger
Company, as described in the section titled
"pDescription of the Proposed
Reorganization.”

A California corporation to be formed for
the purpose of facilitating the
reorganization of Roseville, as described in
the section titled "Description of the

" Proposed Reorganization."™

A California corporation to be formed- for
the purpose of owning the outstanding common
stock of Roseville, as described in the
section titled "Description of the Proposed
Reorganization." -

Prehearing Conference

Public Utilities Code

Roseville Telephone Company -

In re San Diego Gés_& Electric Company
(1995) _ CPUC2d ___ (D.95-12-018)

In re San Diego Gas & Electric Company
(1995)  CPUC2d ____ (D.95-05-021)
Uniform System of Accounts

An audit to be performéd 3-6 years following

the date of the decision in this _
application, if required subsequently.
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‘Roseville cOntemplated that parent iwduld be:knownrasi®Roséville Contech,/" -but
it: has.determinéd to change the name'of: Parent 1 to’ JRosgville:Commuhications ="
Company, ® pursuant. to a stipulatfon in:this:matter. Hith Comteéh #Hobile: « o iy
Telephone: COFPaNY. s+t 3 i.iaw (off 11aYa1 3o 20 3¢) ol T30 3nunil ookl 14 ctiel
Comtech's protest-was dimited to: ‘Rosevilla's:naming. of ‘Parént ‘as- ROsevillela:
Comtech.:: Roseville,and Contech executed:a:stipylation:on-Decerbéril, ~1995 in-
which Roseville agreed toO select:a:new name for- Parent: !Coftechiagreédito ivi
withdraw its protest: Pif'the new: name:- resolves=the:issues!ralsédiin!itﬁ‘333 i<
?rotestag pleads efersator gduide yd yeoiobdro o) palbsiest yoo titsrd 31020

Roseville:Tolephoner Company. Quarterly- Report on Form-10-0Q:for ithe; Fiscal ind
Quarter: Ended. June:30,-1995. (http;llm-'msecsgévIArchivesledgar(data1 2{e131010
/8515370000085153-95:000015:stxt)it Yo siisv todre t 2 sfenbxzoipgs of sobhao aoi
YIn re San:Diego.Gas s Electric:Companyi{1995) o1 L3 CPUC2disd o '(Pedisidn: nl
{D.) 95:05+02)): {SPGSE-Section 854:Declsion)as We ‘detéxmined thatzacquisitioént
activities;: including, reoxgani;ations such:-as-:this; should be: ‘evaliated 6A-a~y
case-by-c¢ase basis. (Id ) NWe observed that acquisition activities thatvdo-not
involve .any: change.:din: “gontrol still: have .the  potentidl of.givingirise to zici’! -
effects: that-shoyld-be: evaluated under PUiCodé.Section:B54v-{1dt) Howeverpiy:w
when ve- havegothet bases . of Jurisdictijon: than PU:Codé:Sectién 854-to: assyreg iz
that_the proposed transaction will be in the public iaterest;ritiis:not: ‘0130
necessary to. classify: this. kind. ofreorganization:as;amacquisition activity ™
subject to PU.Code. Section: 854: {Seeiidi)isUnlike: the. proposéd:reorganization-
involyed.in that case,:moreover,;:Roseville-is: notrsub)ect:to PU:Code ‘Sections™
854 (b)..or;854(c), :vhich have particularized decisionmdking reéquiréments-for«s v
acquisitions involving utilities with annual revenues in California greatéry o
than $500 million. . R .x ox3

discussxon, since Comtech‘s sole issue relates to the narge éfJParent S Fvid
‘DRA - also criticized: <the application 6n _the .grounds, that "Roseville: suggests
that;the holding .company. structure will-provide:improvéd- finanoialrinformatiqn
to management." HOhever, that is not one of the reasons that Roseville :optird
adyanced;o~ 31 ,a0io Po? s S_vtemiGlaua darho {iiv zanypsaosd
TSection 894 (g9} provides that the formation . of: a holdlng company doés .not . o4
require-the Commission:to.find that.the-transaction- williprovidéishort- term1r~
and long-term economic benefits to:ratepayers of very-large electiic,:gasysiorv
telephone;utilities under:Seqtion:854(b). :Weéidoubt:ithat theé Leglslatureﬁ»ébiy
intended.to. subjec¢tisnall:and:mid-sizeivtilities-to a‘ratepayer benefitn o
standard for thesé types of transactions while exempting the largest‘ut':
utilities, [pizcail bosibus shiverg of sodites aisdet Jzer yisibladoz s i
*DRA does, not,specify_ﬁhether these arelsubs1d1a;ies of: Parént, .of Roseville,?z
or of either., Roseville:does not:addrgssithis: issue.\ We:shall asjumeithatcDRA
1ntended,iagd Rosevillg ag;ges, to rmean : any affiliatec(as ‘defined in:tthesi1o3n!
zaiviicg 3ol sivznD
'DRA does not~speq1fy Hhether these are,jolnt ventures lnvolv1ng sParent: and 1c%
subsidiaries,[joint.yéntures. inyolying:only Réseville;:orisomglotherrkinds of
jointiventyres. :cReseville does:noL: address:this issueq LWelshall assime-that>
DRA :intended, jand:Bqseville agreeds ;to.mean joint veéntures:invélving 3ibus odi
Rosgnlle; iParent, orcaffiliatess-in:anyrcombinations zioftnsrastd aftrexae® of
"e are not:¢reatingianysnew.cause.of action:orvremedy Specificito:Rosévilless
by(this aecis1gn.prﬁny cQuplaint: must be;propefly[féundéd'oﬁtthesjurxﬁdiptxqgj :

bY s;atutg aQ QE applicable 1aWiluciz ol £ni*’<9 as doue jevbasn ziotlbus
;nJagd§siqp,sopr(§;atemen; in the-ISG:Daclsionsthats itqcsimplyraffirms; ebos|
exlstlng,Commissjog1ru}e§ forwutilivy/affiliate: trénsactions fmustcbe:plated iy .
in its proper,conié¢xte L{Se¢e;18G Declsion, <45« «CPUC2d ;atrll15:):2 Pacificijﬂonn01
circulated the affiliate transaction guidelines that it intended:to, obsefvarifi
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dealings with its proposed subsidiary ThOSe quidellnes had been "based on
Comnission decisions concerning afgt r‘transacl;ion. {Id.) We then cited
two decisions that governed the app icat on with respect to affiliate
transaction rules. (Id. at 120.) Those were two raté cases; one of which
established standards for:payments:cto' dffiliates; andithetother ’of whiéhvezs?
*adopted a: 13V premitm payable:by. affiliates to the: llocal‘éXChanqe‘éompany]”
when a sale:résults:from’a:customer- réferral by.the'Gtility. m: (Idi} " The
latter case discussed two types of reférrals, which it terred: 'dlalltonb ;
referrals. (referrals:for«which:PacifidiBell recelves édmpensationrand’ which
are ac¢omplishéd-under. formaliprocedures),: and»h-ithImalﬂreferrals¥(referrals
for which. Pacific:Bell receivésinb compensatioh)i®»z (In ‘re*Pacifi&! Bal1d (1987)
27 CPUC2d:1;:112:)+1Based:on the:evidence -inithat cdde} i intluding ah® auditiand
expert testimony regarding the méthodology by which referrals should be!valtued
for specific transactions involving:Pacific, we required-raffilidtéscidésiving
referrals to’payt13%:ofthé.siles>revenue resulting’ frbm‘[any such] Yéferrals/
in order to approximate the market, value of thoserref?#alsl =7 (1di0at) 138 l”z
In addition to being linited to: Pécific Twe " adopted-the 213%: re(étfal cfed” on'én
interin:basisipendingiaifurther review:i= (Id:)> Weido:not?think!that?thd” (.9
resvit in: that casé cén be applied- antomatically to every 1ocal: exchah(;é"-J“
COﬂpahy:m 3T o J‘J!axe"[l g 3£ P2 tovaseda od hl) Jaitued 2T peald ‘1"1‘.,"
27his 45 not: to suggest thatiarratiénals biusiness might never:‘ehgage in priCe'!
warg:or. that {t: l1boks’at.the cost/pricéé issue on!a per~transaction’bisis;-but>
sirply-that zovaz tige- bdsinessés doinot: pérsistxin unprofitablétbehavior; all~
other things: beéingtequalsi «ildrq =dzx =t Iliw nritoczaets Loanogdyg widd teas
Int the! SDGSE Holding Company:PDetision:we" did: require’ fétehtion of’ harketing
matérial,:proposals to:qgustomersj: -andibusiness ahdistrategic plans; ia eachive
caseito-the eXtent: preparéd-in-the notralscolrse-of ‘business: Héwevér; that i
was :the résultiof:a settlementiagreement: 6nly;)and we ‘didinot. artiéulatefairt9
regulatory puarposein that casesr [iovvas i asiciiilu carvloval zosiiczicpoe
Ugee Ex. 2, at A-6. ‘ﬂ'l‘!
3ssubsidiaries will be redpénsible fériallocating: résouices’and controlling
costs. Budgets:will be-prepared as’‘réquired: for=capital axpénditores; rraiiarl
operating expenditurés and pérsonnel staffing. These :budgets will be SUpported,
by: subordinateibudgets in sufficiént :detiil to ‘be:usedias: ‘aTguidé: duriné thé“’
budget périod.:4 .2 wtsesy ) 1o mid 1o 4 Fedl (r9veiioH e epEne oo
Managers will monltor budget performance and take action, if necesséry
to control codsts., ‘BudgetsiwWill bé-used as a tool' to detedted and:provide early
warning-of-variances ffém planned:expenditures? Explandtions=zfor: subétantial“
variances will bé provided as 3conrascthéyraré détected nincace arssepnol bos
{Edison :Decision, 27.-CPUC2d: at-391%) .Noté thatithe” subjéctcmatté *ofithigvis’
section 'ddes not:relate:to cost:allécations: orftranﬁfértpfxéinq, butito=tnorai
expendituresiis! o1f paltgiexs silvw 2acisierasd 35 zogyed wemi) 1ol bucbasiz
Y=pach subsidiary must retain auditors to prov1de audited financial L2l FPLfes
statements.’ The audits may be perforied by iriternal-auditor's Tor. ourside’ ﬁublic
dcountants :{as décided by .thersubsidiary'siboard 6f: diféétdrS“I Liedtio 1o 3o
Intercompany tran3actionsr-andi{rélateditransfer pricesiwifiibe: aﬂdited tovazinl
ensur¢ that policies are observédrandithat:poténtiallof actudlrdéviatisnd! éré
_cortected 4in a.timely and cost:efficient: nanner‘""(ld, at-391 $2,):1 2svh L83
"1t requiresiénly mention:thitsthé piimaryipurpdse: bfnan?extérhal\auditybl-“
conducted:by <&értifiéd public accdountantsiwhé-aré-hot érplopées. difféfsvfiom“i
the audit we.willirequirerin thesé circumstahéesrs Thélpuipose&~6f . theradditsis
to "examiné transactions that-aré:muchyléss materidlitRansthodeczéevienddibgzos
extéinal:zexaninationsi® y(SeeiVincent3Jd: Love;vUnderstandingidnd Using 518 207

G2t et

Finincid) iData<(1992)1§15:22) ¢fSuchran<audit “sticuld: " fécus’on- thézéobtredffidssd -

ofiparticular account balandesi®% z{Id.) 1 Whéthérito havée SrdtefAaliorcextéfdalc .
auditors conduct such an examination should:bé 1&ft- td‘manaqééentﬂﬁsinceﬁxt \d
leads notxtb!anlbpihibn?6n3£iﬁancial3siatémeﬁt§ oF the” éﬁtityxexamihéd;bbntfioV
the:detection:of &rrofstorvfraud e($édlidy) tiwéiwil) réduirscnbekpapersnidaixe

connection’with such/dudits €S beltetaired: forfafpéfidd of “fivé-y8Arsya &3f ni
WSee Exii2,catiALBe 11 1% Jes monilsbivp n3itosencrd a’tsifille o3 LnisILJIr:
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Yor example, an outside engineer may be a valued member of ithe. utility‘s:)
operations, If she were transferred, the utility might well suffer,ya .«3 ~n2'f
detriment, but also might be able to carry on its functions withiless .»i 922’}
experienced help. On the other hand, a wholesale transfer lof-.the entire 2.7t
engineering department to an affiliate could well represent a.situatlion in:""
which the utility seriously impalred its capacity to discharge its duties. We
would always want to look at any transfer in context.

*An employee who has not been employed by the utility for a period of six
months prior to commencing émployment with the affiliate shall be deemed an
outside employee.

2IpRA cites a portion of an appendix to the Edison Decision as the basis for
this conditiont "The transfer pricing methodology (proposed by applicant in
that case) will maintain separate accountability of the various entities
(under the holding company) and will énsure that transactions between utility
and nonutility affiliates do not harm the utility or -its customers.” (27
CPUC2d at 385, "Section I1-A, General.”) This is a different issue than
protecting the utility from the untoward effects that could arise from its
affiliates raising funds in the debt or equity markets. -
22In considering future ratemaking for Réséville, we will consider the pattern
of its retained earnings as appropriate to assess any flnancing related
component of its rate proposals.

29e will not attempt to articulaté the different rules that should apply to
the calculation.of "fully loadéd™ costs in these different situations. Cost
recovery through imposition of general and administrative overhead rates and’
indirect salary rates on direct labor costs are weéll understéod accounting -
concepts. A cost recovery factor for adsinistration of outside contracts that
inure to the benefit of the utility and its affiliates may also be

Ppropriate. Each, howéver, depends on facts not in this record to datcrﬂlne.

Assuming no competitive pressure.

#pRA omitted an unspecified item from its réport as not applicable to
Roseville. (Ex. 2, at A-11.) To maintain comparability of the nurbering used
in the exhibit and briefs, its nurber is referenced here.

2¢4igher of market value or net book value (if applicable}, subject to
alternative valuation at net book value only when estimated market value under
$100,000.

"See Ex. 2, at A-M4.

Mror example, no useful purpose would be served by limiting affillate access -
to property consisting of central stores of office supplies to the same access
?rov1ded to the public at large.

'DRA also cites the Edison Décision's corporate guidelines as support for
this condition. While those guidelines do set forth a "géneral policy™
encouraging affiliate self-sufficiency, that policy dqes not appear to be

"related to cost allocations and transfer pricing.”™ (See Edison Decision, 27
CPuczd at 375, 386.) :

¥pRA expressed this condition in terms of 'subsidlarles' rather than
affiliates, but the underlying rationale applies to the broader category.

M1t is easy to imagine many situations in which this distinction could have’
practical application. For exaxple, suppose the Commission were conducting an .
inspection of a utility and asked to examine the contents of a certain
computer only to be told, "The hard drive on that machine belongs to an o
affiliate® or “The hard drive on that pachine belongs to. the utility, but
you'll have to get permission from the affiliate that owns the machine to read
it.” Needless to say, such responses would not ass1st the Comnission in its
inguiries, nor would they be tolerated. .
Zpxcept for transfer of funds for investment betweén the utility ‘and its
affiliated entities under a cash management system {although negative
interconpany cash balances must be reported).

- ¥gee Ex. 2, at A-15.
Msee Ex. 2,-at A-16.
¥gee Ex. 2, at A-16.




*see Exs 2/ "at: a-ﬂe.
Mgee EX. -2,at!A-1647
Mgoe Ex. 2,73t A4164
Mgee Ex.: 2,7 at! A-16.:
"See Ex. 2, at A-elGﬂ
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