Decision No. C98-561

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 98M-257T

re:  Staff’s request for commission directives requiring u s west communications, Inc. to provide staff with summary of internal and/or external audit reports.

order requiring u s west communications, Inc., to provide staff with summary of audits performed pertaining to the 1997 afor year

Mailed Date:  June 5, 1998

Adopted Date:  June 5, 1998

I.
BY THE COMMISSION

A.
Statement

1.
On April 9, 1997, Staff met with U S WEST Com-munications, Inc. (“USWC”), staff members to begin an audit of Held Orders.  At that meeting, Mark Schaff of USWC brought work-papers from a held order internal audit performed by USWC.  Mr. Schaff stated that PUC Staff could set up a meeting to review the workpapers.  When Staff was unsuccessful at obtaining an appointment to review the workpapers, Staff wrote Data Request No. 22 dated May 7, 1997 to ask to see the workpapers.  USWC responded back that it rejected the audit request on the grounds that the Commission Staff seeks to review information protected by the attorney client privilege. 

2.
On May 6, 1998, Staff sent Data Request No. 25 asking to review an audit report performed by external auditors.  USWC responded back that Arthur Andersen, LLP conducted com-pliance and/or substantive audit procedures in connection with their 1997 audits of the financial statements and the ARMIS Report 43-03, Joint Cost Report, for U S WEST Communications, Inc.  The data response of USWC further stated that the work-papers could be made available for the Commission Staff’s review.  However, the response stated, “since the audit work papers are considered confidential, they will need to be reviewed on the premises of U S WEST Communications with no copies or copious notes allowed.”  

3.
It is Staff’s opinion that audits, reviews, analy-sis, studies, etc. that are paid for by Colorado ratepayers to review areas such as, but not limited to, internal controls, systems, processes, expenditures, or algorithms be made available to Staff for its review in order for Staff to review docu-mentation of expenditures allocated to Colorado.  Also such review would allow Staff to determine:  1) if there appears to be weaknesses in systems or internal controls of USWC cited by the audit that indicates misrepresentation of expenditures; 2) if the audit revealed the same weakness Staff finds in its audit pro-cess; 3) if there are findings and/or recommendations cited by other auditors that Staff may want to cite or further examine; and 4) whether, subsequent to review of work performed by other auditors, Staff should recommend allowance of expenditures for such audits/examinations to Colorado ratepayers.

B.
Findings of Fact

 
 
The Commission finds that since expenses are allocated to Colorado ratepayers for audits/examinations/studies (normally recorded in Account 6721.3000) to review, analyze, and/or study (including but not limited to) internal controls, systems, pro-cesses, and/or expenditures, that audit summaries
 should be made available to Staff upon Staff request.  Staff should also be allowed to also review workpapers and make copies of any and all such workpapers as it feels necessary to support the work con-ducted by Staff.

II.
ORDER

A.
The Commission Orders That:

1.
U S WEST Communications, Inc., shall make avail-able to Staff any summary of information that may be recorded as an expense to Colorado ratepayers consistent with the above find-ings.  An audit summary is considered part of the supporting doc-umentation to support expenses, just as an invoice is considered part of supporting documentation to support expenses, to Colorado ratepayers.  Staff shall, at its discretion, also be permitted to review workpapers and copy those workpapers as it feels neces-sary.  

2.
This Order is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING June 5, 1998.
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____________________

Bruce N. Smith

Director



THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



ROBERT J. HIX
________________________________



VINCENT MAJKOWSKI
________________________________



R. BRENT ALDERFER
________________________________
Commissioners
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� For Definition Purposes:


The “summary” can be in any form including but not limited to, a letter to management; audit report of findings, conclusions and/or recommendations; minutes, or summary of audit.  The “audit” can be called by other names also such as an examination, review, analysis, study, etc. that reviews internal controls, systems, processes, expenditures, or algorithms. 
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