
--------
• 

(O~ ision No. C80-2084) 

BEFORE THE PU8lIC UTILITIES COMMISSION 
Of THE STATE OF COLORADO 

IN THE ~TTER OF INVESTIGATION OF ) 
THE EFFIC:EHCY OF PUBLIC SERVICE ) 
COHPo\NY OF COLORADO BY A MANAGE· ) 
MENT AUDIT. ) 

Octcber 28, 1980 

5 TAT E M ~ N T 

BY THE COMMISSION: 

CASE ItO. 5978 

ORDER INSTITUTING 
IHVESTIGATION 

On Hay 27, 1980, the Comal$sion tnttrtd its Otcl110n No. 
C80-1039 In Investigation and Suspension Cocket No. 1420 (here inafter 
I & S 142'l ). In that docket tht COlllll'l lnlon autttorl Ud Publi c Ser"i ic. 
ComDany of Colorado (hereinafter PUblic Service or Respondent) to 
Inert.s. Its ,ltcer;c .. tv.nuts by $45,897 ,349; Its gas .. tvenues by 
$9,890,990 ; and tts $te~ revenues by $618,148; for a total of 
$S6,406,487. 

Tht blckgN)und of I & S 1420 Is as follows: On :"arch 26, 
1980 , Public Serv ice filed Advice Letter No. 791'Electric in whicn it 
sought In 11 .4l incrllse in ellctri c revenues amount ing t o SS6 ,290,000; 
Adv ice Letter No . 293"Gu In wh ich it sought I 2.77'X. increase in gas 
rlv.nun lllIIOunt ing to $11 ,348,000; Adv ice Letter No. 2l"Ste,w in · .. Mch 
i t sought an 11.36% i ncrease in ste .. revenue! ~ounting to ~6S9,000. 

P:Jolic Service urgent ly reQuIsted that the tariffs ac::ompany~ng 
the forlgoir,g advice lett"s bl pemitted to become effecthe by cperati on 
of l aw, without suspens ion, on or blfore Aori l 25, 1980. 

The Com.ilslon, howlver, by Oeclslon No. C80"625, entered on 
April 8, 1980, suspended the effect ive date of t he tar"f f1 1l,1gS of 
P'!bl1c 5'l"\Ilce Ina SIt the same fo r hnrlm;J. The scope of thl hearin; 
wn If.IUd to t· .. o bnl c Inun: 

(1) 00 the Instlnt filings, In fact , Inpl ement the 
rlgul .to!"), principles established in Investigation 
and Suspens ion Jacket ~o. 1330? and 

(2) Co the .. ergtncy financi a l condi t ions outlinld 
by Public Service In i ts adv ic. l etters justify 
acctltru t d re li ef? 

8tCIUI. of I.rlous financial conditions (aced by Public 
5trvl c. , the C~lsslon t xpadited tht hear'n~5 in I & 5 1420 and 
ISlued Its final dec ision thlre ln, na.e ly Oecls lon No. C80"1039 , on 
Hay 27 , 1980. One o f tn. prlncipll ~ue5t l ons tnat was raised dur ing 
I & 5 1420 ... " why Public Servi ce n .. aed conSiderab le flnencial re li d 
on an acc. l.ratea basis , ano a subsldl a!"), question to thi s .ajor ~uestion 
was why tha cons t ructi on progra. at Public Service ' s PI~ntt pllnt in 
cutern Color .do lIOu la be de layed seriously or halted, In tht event 
Icct l er.t~ rlnaneh l reI itf was no t IpproVt d !)y the Co_ ls s lon. 
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" "'t Co,.jnio~ Jute$ I"'~ fi",os ':.nat ~ gtn,ral r!U eue OOti 
no: provi a. t.h • ..cSt aopropriate •• e:nln in, fo r Ir. 1":IIII; nltion in t.o 'tnt 
Nnigeillent efficient y Ind o::>erltion' of a major Util i ty ... M e: h is §uoje:t 
t o juri§dictional 0~.r!i9nt of tnis C~i§$\on. A ~etur Dtcl'tanism, 
~ belit~e, ;s ':.he reguhtory tool g.nerally kno ... n ~s ~ " lIIana~lIIlnt 
.udit" . Tile ..anaQUlent audi t, as a reQuhtory tool , is of relative ly 
ree:er.t origi n in the his t ory of r.gulat i on, It nas been used by ot""r 
:1)Iml1ss ions, In~ i t has also been ~Ud oy this C_i nion in the past . 
Thus . fo r .~.mp i e . in 1977 the Comm ission instit~ted Clse No, 5728 
~or t.he puroo~e ot i nvestiga':.ing ef·ic i ency of Color.do·Ut.e ~lectric 
Anocittion, inc , (Coloraoo·Utf ) by ':.he performance cf a IIIInagellent 
ludit, 

Pre~ i 5es consioered. Dy ':.ne decision and oroer herein, tne 
Commission inHitutes an invut iga tion of the eHiciency of Publ i c 
Si!r"ite by a 1I\Il'IllIt",nt auoit, 

It i s our de~ire t~at the Cogmillion hl~e c~l ete cooperation 
am(m, a l l tne p!~tlcipant$ i n the management aud i t. il'l~ l\1di nll "ub li c 
Ser"ite , ~ile audit.ors, ~n. Comi u;or, Inc i U s~af~, l~ is our nope 
:;i'oe~ t he /Illnagement audi':. ;an De conou;:ed il'l a n;)fI·ao"erSllroial ;ontex:, 
ihus, ':.ne or:ler herein ... ii i SIt ou~ a pr.lilliinary plan for tnt aud i t 
and spacifical ly ou t l ine ~ht C~issiol'l' $ propoJa l for tne prOttdUrtS 
tc be ustd durir., tht audi t , s e l tc:ion of auoi:;or5, SCODe of t~t audit, 
e..:~er, ':. of the plr~icipltiol\ by tne COJII/I1inion Ind its suff, IS .... 11 
u the ruponl;ibili ty for tnt :>ayment fOT the IUdi t. Ther .. fter Pup1ie 
Servi e:e ... \11 bt afforded the O!lDortul'lit>' to offer t tltir e:Ollfllenti and 
$ugge5tions t o the proposed plan, wh ich tne Co~ilslon will conlider 
prior tc de~idinQ on I t;na l au~~t pian anc stll~tion of t nl l ndepenoen~ 
auo i tor, 

The COOlIIlnion propcses t.o aivioe t r.ls in"uti oation in t o 
two par':.s, PBr~ I ... ill inelu:;;e the Is~ablishment of protedures to 
be util ized our;n\! tnt audit , the selttt ion of the l uaitor, 11'10 tht 
f ina ' determination of the ini t i!l s;ope of the lud it.. PI'-'; 11 ... ill 
tonsin of ~wo phlSes . Phue 1 wil", tons,st essentil lly of tht perofO",lnc. 
of .n overvi ew audit by the ludi toro se l e~ted I nd ... 111 i n~luoe a report 
In~ t ne reto~enoations of the .ud ~ tor, as t o wn ien areas, if any, mer i ~ 
fu rtne r in·depth investi 9atlo~, " Phue 2 will il'l~lude tne hl rther in-depth 
investigation , i ~ .ny, is requi ~te , and ,ublllluion of I fina l r eport of 
tne a ud~ to r 's reeo_noat ion , The~e Sl'Ioul d be no nee.: for nuri ng. or 
any Other formal proceedln9~ dering "haies 1 ano 2 ot tne invest i gat ion; 
ho .... vero, t~e Comlhsiol'l flth t~a~ ;~ me:. be eilPropri a:e to prnent ';.ne 
repor~ an: rec~mtnd.:ion$ ot tne .uditor in Phast 1 or Phase 2 t nrough 
or" l ~tst ; !IIQ~y t;I brovide In) 'If tne parties In opportunity to exolore 
tnE undtr~y\ns fec:uai DU'i§ o~ thE rec:mrr.enci~';. i on5 Ii wel", Ii the 
just:fitation therefor, 

The CO~i5sion believes that specifitl~'ions fo r the auoit 
snQu~d De dissemi nateci to anc b;05 obtail'led from a repreientative 
number of rtsPol'Is ible ~anage$.nt eud;':.~n9 firm' wno n.ve exoeriel'lce in 
Y!i l ity aud~t$. ~or tnat purpou, !he CO!M'llUion prObOUS to send 
audit speeifieittions t o tne firms "nieh will be in"i:ec on bi d on the 
proje~t. il'le fiml$ a re ~is~t: in Atlp. r:Oh ,., attacht d ne"~o, 

COlIIIIena Ilay b~ p~odo.d ~o the Commhsion on t ht ac:ePtaDi1i~y 
o~ ~ne 'bove-mer.~ione~ fi ..... s . previ oi n,. , pte ifl e reUDnl ~or any expressed 
prefereneu or prior :tiu; .r.)' ,o~itlor.aj riMh5 t hll. ,!'IOui e oe i ncluoeo anc 
tne ~nSO l'li for :ne:r ~nc\",~10 r. Illy '''0 be prOVi ded, 

Tne sug~'$tt: 'coo. of i nou i ry t o bt suob ' ied tC .a:~ managtment 
ludi~ firm is .S fo 11 ol<': 
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ORGANIZATION 

Organlzatlon.l StructuM! 
Organizational Planning 
Man'gem.nl Co.mun lcat lons Ind Control 
AdNirlhtratiY, P!"(lc.duru and Cont rol 
Public Aff.lr. Planning 

CORPORATE AND OPERATIONS PLANNING 

Stratlol e Pl.nnlng 
Elletrle Load and En.~ Fo~a$tlng 
G.neratlon and Syst .. s Planning 
LOld H.n.g~nt Pl'nning 
GIS Load Ind Rlqufr1 .. "l Forlcasllng 

ENGINEERING AND CO NSTRUCTION 

Orglniut ion 
Contractor Sa l.ctlon 
'ooIo rk Drill !" Control 
Qua l ity A,sur."c. Progra.. 
"-jar Projli;ts Manag_nt 
R&D Functions 

FUELS MANAGEMENT AHD GAS SUPPLY 

FUll. Mln.g ... nl 
Gn Supply 

PO'IIER ~ROOIJCT10N 

Powtr Plant Oparatlons 
Po .... r Poolirl'jl and Pur-cnul Agreuents 
C~.cl ty Uti l ization Ind Mllnt,n.nci Scheduli ng 
Sylt .. Dllp. t enlng and Control 

ELECTRIC AHO GAS TRANSMISSION AHa DISTRIBUTION 

M. intln'l'Cl 
Oparlt ion 

CUSTO~ER SERVICES 

Kark.t lng Ind CUltOm4r R.lltions 
Crtdlt I nd Colltct ion 
Cust om.r Accounting 
M. t.r hiding 
En. rgy Con'lrvltlon Act ivi t t., 

FINANCI AL SYSTEMS 

Financtll Rlquirtmtnts Pllnning 
~anag.rtll Accounting Ind Control 
Budglt ~Inlgt .. nt Ind Control 
Economic Anllysis 
Int.rnal Auditing 
Cost Allocation PrictiCIS 
Rltu 
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Mlnppwtr ~ l lnnin •• n~ Over:;ne ~r.e~ i e. s 
w'lOIt .n ~ ~a l ery Pra:ti:U 
~e:u:ivt '~.n5Ition 
~D loye. Benef; t s 
~.:'or R.h:ions 
Mlr,llOIltNnt OltvfloplI.nt In:: Treining 

Pup ll c RelAtions en: C~unlt.tions 
I/tgul .:.or)' IIthti ons 
l.gish:i~t Rt1ations 
Fin.nc i l l Community 

S~P~ORi FUNCTIONS 

~!S enc O.te ~roC'Sfing 
Support Flc il! :' ~ tS Ma naoement ana Pl anning 
Lenc Manlg",.nt 
Insuranct/Cla i ms 
Tnnsportl:"on I',lnIge,",nt 
Pur:hl, i n" Matlr ltls Menegt mtn: Inc Stores 
Ltgal 
R.:o rclI I',. n.IOI .... nt 

\rIIVRI( FORC. AANAGEME"tIT 

Wor~ For:a Planning .nd Ut il~ la:;on 
~rodu=:'ivi ty Mtuur_nt 

EN\'JRONMEIHAL MA14AG£"~HT 

Tn. Cona i .s i on , cI •• d upon tht r.:o~lncltions of tne 
contrlc t or, ... 111 $Ilec: the S~tcHic trtll t o be .xA/llln.d in de:ail 
dur i ng Plrt I:!. I~ any of t ht .rlas stlt:ttd fo r inv.,tlgat'on Irt 
b.yona tht ICOp' of t ne consultant's Ixpt1":15 l, h .. ·ni bl . 'lo ... d"tC 
S UD:~ntn :: Slltcl .li n~ us i';tflJltnti . HO .... ~Ir , botr. t he SDtCHi : ''"i!1S 

~ o ile succontr.:~td Inc t .'1 p.rt i :u llr consul :.nt u l lctlc for tnt sue· 
contr.:tt::l .rtU sho~l~ De Ippro~td by tn.e COIJIIII i u i or .. Any cosu 
In: ounttrld f or sUDcon:rl:tir.~ I,si';tne.nts ... i l l b • • ssua.d lIy ~~I 
"d •• contractors i n tettl costs for thl r,.n.' . ... n: ot tn t ,rl :'Klp.1 luol : . 

Upon co-ol .t i on of P.rt 11 thl cont r lCtors wil l l uoDit I 

:ocrlnens i .... ... ri:ttr. rlpOrt to t hl Co.wnlu\on ",n; ::h s~ou i d In: lI,el 
tnt fc il o ... l r11;l : 

.. A '_ry of fi nd i ngs , inclull i l"l\; thl o.~t i cpa.~t of infOrQ~ jon 
lUdi ll'il to till findings, 

2. Rle_nett; ons Of cost·t1hc:'1 ... t ':: ' OI":S tntt ~lID li : Sirviee 
COII$.ny li"IOu lC purslM to correct . ny ol "; : : .n:: III Wh l c t: aay 
exht . 

l . ihl d.~. i oo"n~ of IttnOlrdi tor tht cont i nuo" , rtv i e- ot 
PlrfON.ne • . 

, . A oue~i ~t l on 01 spl cl " ;c Irln I vai .. euo I n:" :nl ":''IOoolo lZ!-' 
"' lie In r.~h"' l ng thOU Ir,u . 

, 
T"I IUUllp:' ~ O nl . ael D} tnt con:.ra:to~ i · '.·1c""in~ tnt 
s:ulIy. 

E. illt _un~ of t i .. sot:"lt lr. IIC~ IrU . 
• 



The contract4r is further expected to assist the Coapany and the C~lss lon 
In the iapl ementatlon of those recoe.enaatfons accepted by t~e Co .. l ss lon, 
If need be, ana ~e ava il able In t he future to provide expert tastl.any on 
t~e f lndl ng$ of this study 1f so requested. 

The fo ll owing ~on·exhaustfy, l lt t of illustrat ions raprennts uUlPln 
of the type1 of functfons the contractor will b, ,~pected to parfor.: 

1. Evaluate the operat ing and cons trllCtloll dacislo".. .. klllg procu s 
by top Mnag_nt. 

2. Eyaluate the Mllageatll t of ~jor operltlo llS Ind dete~flle how 
efffcient ly Coapany resources are bei ng uti ll zea . 

3. Oeta~Ine how C~any pol ici es and procedures are Istlb lshed 
and by whoII. 

4. Deuna!ne If appropriata and eff,ctlve pollcln end proCfdures 
art ,stab ll sned and b,Ing COIIsi1telltly foll owed. 

S. E~atllIne INnagelMllt controls and organl nt hlna1 struct ures to 
deterliine If steps Ire necanary for l.provtlNnt. 

6. Rev i ew and tvaluatt tnt functi onal rtsponsibil i t ies and 
authori t ies for operat ions to be performed. 

7. Review alld eVlluate the plann ing and forecasting me thOdS 
of tne C~any. 

8. Oetll'lIflle whether tnare are agraed upon sUndards 01' p.rto ...... nct 
and associated "Isuremtnt Ino rtport lng Iy.te~s In eff ect. 

Th, Camlls.loll', propOltd Inv ltat loll for bid I. attach,d t o 
thi$ decision as Appendix 8. 

Payaent for t he audit wi ll be the re,polIslbfllty of ?ubllC 
SeT'¥ ict ~nd thu. , ultlru.tt ly Its custOMr. . In order to reouct thl 
i~act of the co.t of t~e audit. all the rltl. of f t. customers, Public 
SeT'¥lce Illy a.ortlze the cost over a period of five ye.r •. 

It Is contempllted thlt the Coe.l •• lon Stiff wi ll coordl llitl 
and .ollitor t hl aanlgemellt audit througn periodic , •• tlllg' with tne 
audi tors and ~ubllc SIT'¥lcI, a. nlc,ssary, but ~I ll not partlc lplt, 
-5cth ely In the darto·day perfOl"8f.nce of that a\ld l t. 

In vi ew of the above Ina (o re;ol "9, thl Coa.i1sl on 'Ind. and 
conc luoes that It ~I l l bl In tha pu~lic Inte ... st for It to Inter Into 
an Invest lglt fan of the .fflclency of Publi c Service by ~Inl of the 
management a~djt. 

An appropriate order will l:Ie ellured. 

ORO E R 

THE CO""I SSIOH OROERS THAT : 

1. Case Ho. 5978 be, and hereby 11, InnHutad fo r thl pUr"'pon 
of illvest igat ing t~e , ff lclency of PUb li c Service Ca.pany of Coloraoo by 
tha performancl of I lanag~nt auo l t . 

2. Puc llc Service C,)dIpany of Colo ralfu be. and her@i:ly is . IUde 
a Re1ponoi llt to Cas, No. 5978. 

, 
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~. Pu~l1 : S,Ml1:, :a.o;any o' Co i o·.ao I" j ~ ou i !"u to 
u~ Ie lIey 1< ; , ~·< ~t· : 1'11 E.xteu;'vt $.:1':.1 ..... ~6 ':.nt Co-in10r. or. 
or befol"l HOYlliDer l ' , 198(; Ii:< :ooin o· ' ':.1 e_n:s .... ; ; r. rupl:~ 
: : : 1'1' oropeuc p1&1'1 for. un'\lem,n! .uc:1t U 51! toru. in til i$ 
cteil ior .. 

Thi5 Ord,r 11'111 1 D. ,ffte;; vl fortnwith . 

iXlI~: !N :lPEN M:::n14G the zaU". dlY of O::oCer , !980. 

~ 1 1 , • TN! PU~!':' IJi:Uii ES :OfoM:SS;ON 
OF TH~ s-:-.:.n Or COlORA~ 

OAtmL E. MUSE 

~ . oo':"N: II{)OOARO 

Cotm;issiontt5 
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~IAKA.GEMErlT CQIISUL T~lm 

Arthur Anclenon l C4. 
1600 Broac!way 
Denvlr. CO 80202 

Theodore 8arry " ~ssoc. 
1151 ~est Sixth Street 
Los ~ngllu. c,\ 90011 
Arm: '.Il11iam J. ):affer, 'HcI Pres. 

Booz·All en " Hamilton 
Z45 Pa rk .l.venul 
111'11 York, ,'tV 10017 
:om: Mitchell Kress , Vice Pru. 

The Btrwlck GI"OUP , Inc. 
!'Otust Park 
Selmont, MA 02173 
ATT:!: Daniel H. Gray , :4411"49 1n9 Directo r 

'J. E. Brennen i. Co., Inc. 
Z~OI Cen:ra l Park AnnUl 
;: ·,anston. IL 60201 
Anll: '.1111 lam E. aMinnen, ?rel. 

Crnap :'1cCon:li ck S ?aget , tnc . 
2 .. 5 Psrk AVlnue 
:lew York , :IY 10011 

C:lO~1r1 1. LJb r~ncl 
2300 Prucllntfal ~laza 
(Inver , C:) a0265 
,1.07:1: \oIi1ltam Harris 

Jay !o Zlr.rr.erNnn , inc . 
~S13 Harket Strut 
?ilil a':l iphia, ~A 191.03 
,1.-;-;:1: Frlldldck 0. 3ro .... n. ?rel. 

:uff ~ ?~,e i ps, bc. 
;5 L :-lanroe Street 
C~iCl90 , IL ijoJ.:u1 

"::1@ t'llerSon Consul:anti , ; nc. 
: oJ ~cckef! ll er ?i4:! 
::e .. ~or'(, ::V ,C,,20 
. ~i7:': Cana :Ivereux, ?ns. 

~~'S:: !to ; :nst 
5ZJ • :j~., S:ree: 
:enver,':J 3Q2C2 

!;l$C~ 3uS iness Ccn1u l::~n9 'a~~anl 
: i'lislan of ~~n~~ Serti c!s , :r.c. 
:;~ ': ro'J/':h ~::r~! t 

$:!nfor::: '.uur::t ;~s: : t"J::a 
:" en io ;!rk 
~ ll~orniJ <;;l OZ~ 

S:one i. .44ost~r 
~O ~road S~~eet 
:11'" lerlc., ~ I Y ~QOO" 

• , 

Oeclslon ~. C8O- 1084 
Appendix A 

Elmer Fox , 'Jestheimer " Co. 
l600 Lincoln Center Suilc11ng 
1660 Lincoln Street 
aenver , CO a0203 
ATT~: Stlphen A. Ouru 

Gllbert Associates , rne. 
S2S Lantaster Avenue 
Readi ng, PA 19603 

Aleuncler Grant & Co. 
Onl First ~at1onal ?laza 
Chicago. IL 60670 

Hay AssociHts 
1845 ~a lnut Street 
~hlladelp1l1. , PA 19103 
ATilI: Jatlll1 '~ . Gouthro , Vice Pres. 

Kasklns & Se l ls 
633 • 17th Streit 
Cenver , aJ 80202 

A. -:-. Kearney, Inc. 
!OO South '.Iaeker Ilri '/I 
C/lt til~O , IL 5C6C6 

.:ortllur O. L Itt II . Inc. 
25 Aco rn ?ark 
CllTlbriclge, 1-11\ 021 .. 0 
Am: John F. :·lagee, ? res. 

Goi!orge S. :.Ia:; i Co. 
320 • ~th Avenue 
::ew York, .H LOO~6 

!~t!(inSly S Com~'ny, :nc. 
2 r l rst :lati ona l ~laa 
Ch ic~;o,:L oC6iC 

Put . :'ar .. ick. :~itt~ell ? ~Q. 
:6 .. .'0 'lroa.:· ... y 
~enve r , CO aozoz 
~~i c~ -';a :arr.ouu .s. ':J . 
i;O . t i~n St~eet 

;enver, CO 202~ 2 

~:lbl ~ e O~lr!t :ons ;; 't1s t on 
H. a. :'..aynar1 and C~"~',~an:l, ; ,,:;. 
1':0 Consci ::n: lc n .: l u~ 
lia r!for::: , CT ~6 :C1 

7-:llc.,e :cn 1no ~~. 
:i:O ~rc~ ':w.:I 
)en'lI r ,:J .jO:Z.~2 
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~.n: l l1!11en: 

U@C1S10r. NO. ~HU • 
APPEnDlX .r 

• • 
Decision Itl. CBO- 2Qa.t 

in. Stilt of Co larlda P~b l i: U: 11I : !ts C~~i1sion Is $.e~ l n~ I ~4na9em1r.t 

consu l! ins fi ~ to : Onoue: t m.n.q.men: luol: o~ tht ~n'9amtnt .n~ o~,r.tions 

o~ PlloH : St~\' i ~t ~~~ny of Col oraoo . in. IlIdi : WClII " encCl.'ll?l;.S5 Western 

S ; o~e G!l ~~~.ny . e subs i ~ l .ry 9tS ~ l pt lj ne c~o.n,. In 10'1: ion :0 the 

;15, , i.ttri, ~r.C steam d'?ir~tn:S Of Public S.rvici C~~nl. 

lue i ; i f you so desir •. 

~ f l~i: . Currtnt iy tn. c~.p4ny tlU I further Incruu of 5121.1 ml1l1 or. Dtfort 

t ne C:m:; l ss 10n. 

Pu: ll c Strv l:. C~panl has encountered serious probi ll!lls in i ts construct ion 

~,u eo.-;~ ! ~ao l::.n1 yurs oen~ nc SChtC\ll, en(l .,u he, I ;::-.C$ : cor.t i nuous operat ing 

ore:i ".\S s inCt i t i)'tlme op.n: lon,i or: J anuary 1, 1975. it'll Plwntt Ph.nt 

1\0>< Ion;er ~ons:~:t i or. is ::.ore :NfI ~ yu r !>tn lne sU:t~u j e for var i e:;s renens. 

of ~;»ot r ! rl ~ ~ nfSf P1Ir: nuu ue ~rtI'oI ir. ; ::.ont1l1y. Q:~;et.;s j l. ~u~ji t Str·/~~ t 

, 
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itse lf and I\Jblic Serv ice Cc;~pilny liu t e\l c ~·U. ilt'J po 5~'ble h bling done to 

a>a~e certa i n th~t ~11 avenues .r"e be il\(j iJU1'sued that "il l result in thl 

r. ... st effici ent poss ibl e operation. It h be lieved that a I!I4l1agtment audit 

,Is t he r;::lst ~";ll:dl t ' ous Cle t hod of ac~l e'fln'l th i s goa l. 

Tht anached rt'OllOul dt:slgn Met con~en! is orfercd iO I" your ,>" Idance. 

Eath bidder 11i11 be! gi ven a specH ic t i~~ periotl t o q~lst ion Public Serv i ce 

COl:Ipany oHIt;: , .. I s cf tber loy te l cphoni or plrson,,1 mC!et lnq after III bidders 

haY! indicated their Inte rest In su~fttlnq a proponl on thts proje<:t . 

Propou1s ~1111 ~c due approxi:llo)tciy 50 days af t,r t he Infor"lllllt i onal ccnUets. 

• 

Please acknO',1Ic~;C! rece i pt or this letter and whe t her or M t you are In t(!rested 

'I ery er ';;), ~·ours. 

Hdrry ,\ . ~~111<:l~", J,'. 
Excc;,ti'"c Sec'"~t.,.l' 

1980. 

.. 
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The CO;!::1lsSiul1 , !)'::S('(j upon the l"(!c to.:· ::I~.ltion$ C/; ll ::: ellntractor, wil l ~oltc:t 

t he specif ic ,lI'C:.lS to b'! fX~lII i ned 11'1 detAil durln'l lhe. sttone! phue. Ir 

. ny of the .rc.n selcc .. t~d for investlg4tlon IrC beyond the scope of tho 

se\'ccto.!d consul tant's el;~ert1so. he \:111 be ~lIoW{!d to ~ub·can tract s pecialized 

!ss f gllr.l '~ ll ts. 1I00..:evcr. both the spec1rtc ~ rcas sub~contr<!cted and til: call · 

5u l t111t5 sctc;;tcd to p.:rfot1ll these r \:v l C\"lt OIUst "recehe prior approval frDIII 

tht COllr.~ l sslon. Any costs C!J1 countc r ed for sub -contracted asslgl'llllents ..,111 be 

USUl"~d c1c lus.fvely by the' .,riiul! contractor vii th in the tota 1" costs uslgne4 
, 

for th is cng~9~~nt. Up~n c:~plet lon of tne second ph&se. the contractor 

.. Ill sub~,llt <1 c:o:npl'chcns ive "'r l t~on rc~ai· t to t he COCI::llsslon whi ch should 

Incl ud~ tl\(! follol1ing items: 

1. A Slr.!l4ry of f i nd i~s . inc1ui;ling the d(!ycl op;llcnt of tnfonna. Uon 

ICd(jing to the f1ndll}l)s. 

1. Recc='i!nd~tiOlls of cost·eff~ctfy~ 4ct~o:lns t~H Public Servi ce 

CO"'fl Jny shou l d pur~ue t o correct ~ny <:::a fi c lcncies which may txht. 

• 

3. The dc ': e lo~cl1 ;:' of SU.ndJrd:; (01" tile cont inuous rlyiel'l of performance. 

4. i\ dr'scrirticn of s, aelfic uus t"/aluHed and the IIlt ttlG4010Oj1 used 

i n rc \'IC'.~in<:! : i1 osc areas. 

i hc ;~n:r~ ct')I' is r~ rUl':!r cXj.l ectcd to i ssh t tr.i! COCI:;Jany and tl1~ COf.;il1$sion 

, .. . ' 1l 
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S. ~x~Olin C! n ... ".~c::., ,, t c ont~js .~~ or~.n1u ~ i on~1 st ructures to 

I. Rev ! I!' .• Gild !vt i cl:c t he pltnninfO arr.: for~cutlng :ltt h::s cf !he 

O~~.'·" • ~ "- 10" 
~" ~'" .!! 

C:l~~(li-:;.~ r ;~:~. ,1;1 ~:';"l:' :. : ._ .*. .. ... . . .. ., .. . ".',. , ' .' ... . ,,~ 

' '''~ .. ,., . ' O ' ~ , - " ,. ~ . .. . ,. '0· ... . · ' ,· 
-' ... ... -' -' , ~ " _ . '" ,. ' , -- -' . ; 
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"OJ'y,)n 1 1.<1 t 1 on 

·Con tract !; ... Scl(lcti oll 

' Wo rll:. O,"dcr tOllt r?' 

*Gual l t ;1 ~$Sl.i raI K ': ?ro~ra=lS 

*R & 0 Func t i ons 

FUElS ., t'\;~"C Ei-::::i:T N:11 GA]..JU?P1. Y 

*FI,IClh :.:.J.uo1gement 

' ro~:;: r Pl.tnt DperH lons 

*"v"er Pool in'] an:! ;>u,'chue "q"e~tn:$ 

*C'::~Ci l:t Ut ilization 4nd n.!nt'!r.!:lc~ So:~ed!Jlin'l 

' S;rH!<'1 Ohl'llchi.q ~ I\:I Con t ro; 

ELEeHI:: 1\::11 (;,'5 Ti:t,i:S;:iSS!(l:1 ;,;:tJ ('I;S 7:::~'; 7 E; : - -
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·£tO~tt AntlY51 1 

- !ntern, l Aud lt 1n9 

p~;uomH!. A;l~ LAOO R il.~!.J;;i OItS 

·~4n~~w.r Planning i~ Ov.r~ jet ?rlctlces 

·~19f Ina S. :. r1 Prlc:l CfS 

·~ •• :u! ivt C~~.nSlt l on 

'~ \1~ lj c ;;.. i a: i onl Ind C.OImIUn iCI!ions 

· ;;"9~ j . tory R.l. t lons 

' ~t; hJ 'tiv t Rt,,!tonl 

"Fi l\f.nt 1l1 c.:lQQ:Jn t :r 

S iJPPO;;~ ~1,.-::~~ i O;: S 

"Hi S , n~ ~:. ?roc.ss lng 

' Suppor! F.c t l ~ ! ~ '1 Hi n'9~.nt lno ?l .nnlnc 

· :nlur.nc./ C1, lml 

.,.. . , .. - " ' .' \,' . ," '., ', ' M. ' .. ' .~ "", Ii , ~ ", 

-.. , ,0 " •. r • . • • ' ; ... "v ·~ .• "I'\. "\" ",0: - -' - . " ", " .... ~ ,. ;,,' 
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Contractors who su'-it a proposal may be required to make an or. ' presenta

tion of the ir proposal. Such presentations proflde an oppor tuni ty for the 

t;antractor to clirify hiS proposal .,nd 1110'01 tile Comhslon to obUln 

answers to questions thlY ~ay have regard ing the propos.l . The Issuing 

OffiCI wi l l schtdule these presentat ions. 

Contrac tors who su~ i t proposal s shou ld provide cop ies of recent management 

aud i ts for rty iew. ThlSI audlcs Should be submitted at the Simi ti~ •• s tn. 

proposal. 

The s. Jetted contractor wil l be requ ired to assume responsib ili ty fo r al l 

urv!cu offerl!'d In his proposa l . Further, thl tenn is. Ion wi l l (onsidar 

the se lected contr.ctor to be the sole polne of contlct ." i t~ rt9ard to 

contracts . 

News releases pertain i ng to the RF? or the study to ~hic~ i t re l l:es wil l 

nOt Ile m.tde ... I t hout pr ior COIIa1$s ion approval . 

The ent i re proposa l of t he :' idders \'til l Ile lllade 4'/l l1 all l , for ~ubiic In

spec t~on. ?l uu do not Include any i nformat ion i n the ?roposaJ '~ ni ch you 

do no t .... lsh re ltned. 

CV:"·HSSlm: ~ ,\;:'TlC [P!\,10 1l A staff aud i t Inanager \01 111 ~ e du19nlt. d ":i1 the 

Cor.-m i sS iol1 i.O coord i'l.l t e the act ivi t ies of ~"Ie contr.tc:tar ~ f th .. he Cc:r= issloners 

~~ Insu,', sH isrJ~~o,'Y IIkI t ir.lI: l y p~rfoTll!olnce of ttl ~ RFP when .twardee. Tile 

Caromi ss iOIl ,\u~ l t :·l.i ll<l" ~ '· a r. his desi9 nH e will be t il e sOuI'ce of canutt rar 

:. 11 01 C J n t l' ~C:oJ" In any d i SCUSS ions wH h. t he Cc:o.~l ssi a ll . 

i he COI:o:I iss ian staff ... i ll t ake i/ar: In the s :ad, on an If na l li bJe bas is. 

- i he Co;""i ss ian '~ ill r e iy !JDOi, the A",ci t fI<lna9lr t a .ns ... er v.r ious C;",es : fans fr ()C1 

: ~:: ! ! J : i r.-~ JUIJl.lt t he Ju<J i t and : I:e ;r. a na~tI11en t ane: opl nt~ on s of the s:.i bJ tc : 



• 

utility. It will be ntt.sury . thtr.fort. tllit tile Audit Manlger be 410'41"" 

of :lIe work Of th t ~Ianagement tOi':'Sul:tnts. nls wil l i nc lud. a:tt~ins; 

s. l l~:ed in tel"'V i ews and ~oni torin; the Stll~Y's pro; rtss by both tht Aud i t 

X&n4g.r 4n~ cU iij: nlttll ' stiff tr.tGlDtrs. In any I yen: . i : Is b;l.c:ee tilt: til. 

i~hlc1u. i consu l ant In i gneG t o util :uk 4rn "iiI dheuu I ts progrus 

Info Mr.l!. lly and ~ i r'e:t ly ... ith tile Audit Hlnlg.r or his du lgna:u u nIeCe!!. 

ill. contrictor's ... i llin9neSS to work wi th t he Commission staff In tn. dlscribe!! 

flar:nlr s~.oul:: oe suttll in t nt prooou lo 

Con t ractor 'S ?ropOSll ~St ~e su~; t:.d ir. t ne fOnnl: Ollt' ; nl bl l ow. Prlparl 

consecut ivtly n~~,r~d Pl9~S ... Itn I nctx tabs for elc~ slcti on outlined bl l o ... . 

S';"';i~~~:i OF ';"11; PR.OGU::;. Stue 1n slice in" tems you r und.rs and i ng of tn. 

~roole~ or!stnt'~ by th i s ~=P . 

..... ,~ - ,. - . -, ....... ,, ~ .. ~ .. , 
,nd • list of the products ttllt ... nl tit d.l lv,r-.• d. 

\,':J;'~ P ~;';: . iuk dncr-iptions II"'. to bt th. guioe in ducrlbln; your ttclln l " l 

phn for tc:o:;:,l ish lnq tnt wort. ';' ilt ·:uk Qeicr i p: i ons shou l e be i n sllffl chn; 

ot~:h t o , ffor-d : ne CommiSSion' .narougn under-s:.nelny of )'01Ir- wcrk pl ,n. 

Con:ra;:crs .re ,.u; lonell .hat tnt l r ~roposal may be r.je~:ec i f the ir work 

ohn does 110t indlldt s'Icj ~ ;c reCO!lV:lenc~!jons IS ~ O now uc!l of th. :uk 

in : ne ,, ~el'io;l s :wo y~ ~ r s. i bis .ho wwlc! apply : 0 , suO.contrlCtor If 

~;:~ropr i ~:e. Inl:1CiU spe~ jil :.n y iny management ~~c j ts o ~ ut ni :hs . 

!~p,r j c n ;e V.OI;n Should ~e work oon. ~y your coono.ny rltn.r :ht.n ~y ImHy\ouals. 

St uCi , s o~ ;"'OJ,; : 5 referre~ to Shoul d be i d.r:t :fhd .n~ tne niillt of :n. cH .nt 

" - --------- -



, 

PERSONr:[l . [nclude ttle ".lIles of all personne l - encutive. profess ion.l, 

~nag~'nt analysts. systems analysts, aud i tors, staff consu ltants . ttc. -

that wi ll be e~a9~ In the work. Their educat ion and e~p.rlence fn auditing 

and mall'glllltnt eva luations , especia ll y fo r stationary utiliths. =tUst be 

Inc !o."ded. In aod l tlon, p.rsonnel employed'~Y the ~ 'lnal1st~ cansll1c!ng (intis 

t ha t art to be ass ' 9n&!1 to personal fnter'/;ews by the COIIIIlission if requested. 

Thesl tnt.ryt~s will be COnducted It the Commiss ion offic.s in Denver 

prior to the fina l select ion of a consu l tant. 

STAT EHE:tT O:l POTErtTIAL COUFlICTS OF ItfTERESTS. Tile consultant 511. 11 Ident ffy 

any relat ionships beeNeen i tself or i ts trIIo loyees and tile utn l ty to be 

aua i ced or i ts I!IIIp loye!!S. If there hive betn no suc h re iolt ionships. ol S::olte-

mtnt to tholt effett. is to he include.;! in the proposa l . In order to Insure 

01 complete ly independent study and prov ide ma~imu~ cred i bi l i ty t~ the rtsultant 

report, ~h e Commiss ion may not conS ider proposa l s subm i tt~ ~y c~nsu ltants ~ho 

have ptrforme~ s imi lar ~ork (i nclud ing f inanc ial audi ts) for the uti l i ty under 

aud i t. The con su l t ing firm sel tcted should aqree not ~o perform subs~uent 

... ark for tn is ut ili ty for a period of one lUI' foll owi nq sul:mission of d final 

report to t he Comm iss ion. 

COST .l.:: :> FRiC:: "·':,;uSi S, i he infarmat i ~n requested In ~~h sK! ion is 

requ ired :0 suooor:: thl redsonabl eness of your quotlt ion, 

L :",1 "l;'o\-:el' COsts. ! t~hl so as :0 Show the foil cwinq for eicn cateqory 

of personnel with d di fferent rate per hour : 

ol, C~ t eqory: e ,q. , projec: ... ~nolger , senior ~1'Id 1 yst. etc. 

c . ~"ti! ~er hour. 

d. 70al COst fa r nch cate'Jory and fo r dli r..a npower ,'e~s. 

2. COst oi 5uool ies and l·later :~ ls . I ~ ~'IIize. 

17 
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In relation to tillll • • head, behi nd. or on !chtdu le. 

Z. Status Sheet Indicat ing actu. l ho u~ logged by category 

( I ••.• project u nloger. sen ior 'II. JY5t or auditor. j un ior 

anaiyst or auditor, etc. ) , materl. l and suppli es cost, and 

other costS, showing percentage of eath In re lation to 

pr"Opou l cost . 

3. {nvai etS s llou l d be presented to t he ( COI!) .. ny Mntll 1y 

Interim reportS (In trlplt c.te ) shou ld b. In the handS of the Audit Manager 

by the 10t h ... orld n ~ cI.y followi ng t he montll's end and Sha ll be SUbmitted for 

any ~nth s worked. 

G~nera l1y the procedure t o develop the fin a l r epo rt will eyoh, In three 

stagls . A ~eta; lld descri pt iOn of each Is lis ted be low: 

TAS K R( ?ORiS . The tUk reports of lieh f unct iona l area ',",111 be unt 

to the Commi ss ion for r eview . The Commi ss ion will approve t he release of t hft 

r !~orts by t he consu l tant t o t he ut ili t y. For t ach t ask area, ,hert wi l l be 

a th ree-p,rty r.e(!t ing bet",een tilt COllipany , ConSl,j l u nt and Aud i t ~na'1 tr, The 

PUr~OSi of t he meeting IS to r evi~ t he ccnsl,j! t an t ' s findings i n each task 

area ... 1 t h the CoonDany' S Inanaqllllent respons i ll ! e for t ha t arn . This pr ocess 

will ensu re that ca t eri,! fa cts having an in,pact on the f inding are not I;Ial ,t!d, 

ih t ta sk r epor t s lIoui d Ile t he ~$ls of t he dr af t repor t, 

O ~;'FT iI ~ rO~ l'. l' ~.t dr a ft r eport shol,j!d COUIprise the task reports, lIIanagt

~!" t Su=.Iry , and r eca;u.en<lat ions . The COl'l!\l i ny and t he Cotr:lission "'ill r ev i e-.. 

tht! drJf t ro.!l't,lr: 11I'1t,l" ~IJ ~ ~;,,:a~i"<J IIf ~11 ~:,ree "ut ies, The CCt.p~ny·s C;Oll1/len tS 

to t :, t! J"J:: "~I''''I': st .... uiJ bol t'rel'Jrcd in writing so the consul ta nt Cln :Jd~ e 

all;' ch,:r.~n of (Ji:, bero r~ cOlllPhtin'1 tilt f indi re~ort , i llt ccnsulun t ;:;us, 

aoJru s u ch of t ht Co ... ~ny ' s COttlltln t s ::'0 tnt dra r' t re~ort a: tne ~ hree party 

: ;I ~! t ilI9· 

!': ::;,l 1:.~;-JIl ~. i llt CUII:lIi u ion requ l ru the f lr.a l s !udy rtper t : 0 lnd l.lc! e 

" 



• 

., 

.n.d o!ner:i centrt lly h:r. f1i .r wi t h Ule subj ect .reu: 

Z, Rec:om.tnal: lons f~r I lIr.:e~ i lte cn. nSfS : 1'1' : :an'9tl:1tn. car. instl:u:e. 

7i!uI : n,n;'J .c~ i(i induot us ny i (jen.ifil~it bln,f i u no: jul : ; 

fy\n~ mo re fonn' i h: \c cost ofn,f l : .".1,511. 

J. ~tCQrm:t n~~: i o ns U :0 l~ecH i c urn t il l: WOIvl c re~~ j rt In- Ot;l:h 

ana lySts II'It tstllr.t:U of : :1:11 ln~ CI)I! f.e:ors i nvo1vtQ In PhU t !1 

fer fur :her s: ae iel . 

It w\~l bt neceSltr)' :1'1,: reco~nG.:ionl, eSPlc l.l1y thosl i ~Yc lvl n9 s isn ! ' i 

an: ,os: u l"ir.; t , 01 jut:~f le ~ t nt .c:or..Q, n!tc' by . 00t~uHe back-v; i nforrnHion. 

:n proY \ c i n~ aClqu.: e :l.ck -vl) information fo r : hose re:~~eno.: l ons i nvo ivi n; 

cos: uYin~ S, t." conS~; :l n : si'.oul ~ incl ude : he followi" ;- fer, specif ic : 11111 

~er i od i l ); 

. . 
, . 

. . 

vPt~.;. inc cos:s incu--e<, l:Ie for ~ ; r::~ 1 Flenu t ~ ~n ~f t r. t rtC (;.Ir.:l Ir.C;.:: i on . 

O"rl:: : ~ ~ : os a ,~ :'1 ~ n C:irrt~ ~f:lr ir.:;lltm,natil;ln of t~t reCC::::lt:'Ull 

. ions . 

C~s : of ~r..p;tmen : \ n; : ile r ec::I::rntn'lt l On. 

Stv~nss ~ !a ~ '~ ,' l j C lr,. i cn of iQph,"ena:~on '~$;S . 

7ne stite:t::! c:~.s~l : in ; f;r::l CU H 1)1 ... iijing .:1 sa n::: i"; eM \ n~ \ :s ccn: i ~s ~ons 

inc re~c:r::e net; i ::lns by tu::Hy in;, If n,tU:\iIrl, I n a f\l t\l re n:, :1$' or 

o: ~. t r nH rir.; :: t ~ ore : ne CO~I~i u j O r. at i t S s:,nC:~1"1; co:::er.st:ion I'I:n. 

" -_ .. ----------


