(Decision Mo. C80-2084)

BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO

o
IN THE MATTER OF INVESTIGATION QF ) CASE NO. 5978
THE EFFICIENCY OF PUBLIC SERVICE )
COMPANY OF COLORADO BY A MANAGE- ) ORDER INSTITUTING
MENT AUDIT. ) INVESTIGATION

STATEMENT

8Y THE COMMISSION:

On May 27, 1980, the Commission entered its Decision No.
C80-1039 in Investigation and Suspension Docket No. 1420 (hereinafter
I &5 1429). In that docket the Commission authorized Public Service
Company of Calorado (hereipafter Public Service or Respondent) to
increase its electric revenues by 3545,897,349; its gas revanues by
$9,390,990; and its steam revenues by %618,148; for a total of
556,406,487,

The background of [ & 5 1420 is as follows: On March 25,
1980, Public Service filed Advice Letter No. 791-Electric in which it
sought an 11.4% increase in electric revenues amounting to 556,290,000;
Advice Letter MNo. 293-Gas in which it sought 2 2.77% increase in gas
revenues amounting to $11,348 000; Advice Letter No. 23-Steam in which
it sought an 11.36% increase in steam revenues zmcunting to 5659,000.

Punlic Service urgently requested that the tariffs accompanying
the foregoing advice laetters be permitted to become effective by cperation
of law, without suspension, on or befare Aoril 25, 1980.

The Commission, however, by Decision No. C80-625, entered on
April 8, 1980, suspended the effective date of the tariff fijings of
Public Service ana set the same for hearing. The scope of the hearing
was 1imfted to two basic issues:

(1) Do the instant filings, in fact, inplement the
regulatory principles established in Investigation
dnd Suspensian Docket No. 13307 and

{(2) 0o the smergency financial cenditions out!ined
by Public Service in its advice Jetters justify
accelerated relfef?

Because of serious financial conditions fFaced by Public
service, the Commission expedized the hearings in I & 5 1420 snd
issued fts final decision therein, namely Decision No. CBO-1039, on
May 27, 1980. One of the principal questions that was raisad during
I & 5 1420 was why Public Service needed considerzhie Financial reljef
an an sccelerated basis, and 3 subsidiary guestion to this major question
was why the construction pragram at Public Service's Pawnee plant in
castern Colorado woula 2e delayed sericusiy or nalted, in the event
jccalerated financial reifef was not approved by the Commissian,



"ne Comrission states and Timos thRat & geners’ rate case does
not provide the most appropriate mechanism for an examination into tne
management efficiency and operations of & mejor utility which s subject
to jurisdictiona) oversight of this Commission, A betitier mechanism,
we beifeve, is the regulatory tool generally known 25 2 "manacement
audit". The management audit, 2= & regulatory tool, is of rejatively
recent origin in the history of regulazion. It has peen used by other
commissions, ancd it has alsc been used by this Commission in The past.
Thus, for exampie, in 1877 the Commission instituted Case Nc. 5728
for the purpose of investigating ef“iciency of Colorado-Ute Electric
Association, Inc. (Colorado-Ute) by the performance of z management
audit.

Premises considered, by ine aecision and orger herein, the
Commission institutes an investigation of the efficiency of Public
Service by & management audit.

It is our dezire tnat the Commission have compiete cooperatien
among a1l the participants in the management audit, ingluding Public
Service, tne auditors, tne Commission and its staf®. It is our hope
that the management aucdit can be condutted in 2 nom~adversarial zontext.
Thus, the order herein will set out a preliminary plan for the audit
and specifically outline the Commission's proposal for the procedures
tc be used during the auvdit, selection of auditors, scope of the audit,
extent of the participation by tne Commissicn and its staff, as well
25 the responsibility for the payment for the audit. Thereafter Puplic
Service will be afforded the opportunity to offer their comments and
suggestiions to the proposea plan, which the Commission will consider
prior tc decidinc on & final auditi pian ana selection of ihe 1ndepencent
auditor,

The Commission propeses to divide this investigation into
twe parss. Part I will include the establishment of procedures to
be utilized during the audii, the selection of the auditor, and the
Tinal cetermination of the initial scope of the audit. Part II1 will
consist of two phases, Phase 1 will consist escentially of the performance
of an overview audit by the aucitor selected and will include & report
ant tne recommenaations of the auditor, as to which areas, if any, merit
further in-depth investigation. Phase 2 will include the further in-depth
investigation, i7 any, is required, ang submission of & finai report of
tne avditor's recommenaation, There should be nc neec for hearings or
any other formal proceedings curing Phases 1 and 2 of the investigation;
however, tne Commission feel:s thal it ma; be appropriate to present the
report and recommendations of the auditor in Phase 1 or Phase 2 tnreugh
oral testimenv to provide a&ny o7 The parties an opportunityv to explore
the underlying factual basis of the recommendations as wel: s the
justification therefor.

The Commission believes that specifications for the audit
snould be disseminated tc anc bes obiained from & representative
number of responsible management auditing Tirms who have experience in

77ty audits. For that purpose, the Commission proposes to send
audit specificiations t& the firms which will be invited on bia on the
project. The firms are !ister in Appendix A attached hereto.

Comments mav be p-ovices to the Commissiorn on the acceptability
T ihe above-mentioned firms, oroviaing specific reasons For any expressed
preferences or prio~ities; ary sacditiora’l Tirms that shouic be inciucea anc
ihe reasons Tor their inclutior may zisc be provided.

1 Tne sugcestec scope of inguiry to be supp®ied tc each management
audit Tirm is as follows:

ra
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ORGANIZATION

Organizational Structure
Organizational Planning
Management Communications and Control
Administrative Procedures and Control
Public Affairs Planning

CORPORATE AND OPERATIONS PLANNING

Strategic Planning

Electric Load and Energy Forecasting
Generation and Systems Planning

Load Management Planning

Gas Load and Requirement Forecasting

ENGINEERING AND CONSTRUCTICN

Organization

Contractor Selection

work Order Control

Quality Assurance Programs
Major Projects Management
R & D Functions

FUELS MANAGEMENT AND GAS SUPPLY

Fuels Management
Gas Supply

POWER PRODUCTION

Power Plant Operations

Power Pooling and Purchase Agreements

Capacity Utilization and Maintenanca Schedu!ing
System Dispatching and Contral

ELECTRIC AND GAS TRANSMISSION AND DISTRIBUTION

Maintenance
Operation

CUSTOMER SERVICES

Marketing ana Customer Relations
Credit and Collection

Customer Accounting

Meter Reading

Energy Conservation Activities

FINANCIAL SYSTEMS

Financial Requirements Planning
Managerial Accounting and Control
Budget Management and Control
Economic Analysis

Internal Auditing

Cost A)llocation Practices

Rates

L *1)



PERSONNZL AND _ASCR RELATIONS

Manpower ®lanning anc Overtine Praciices
wage anc Szlaryv Practices

Zxezutive Compensation

EZmplovee Benefiis

Laber Relations

Management Development anc Training

EXTERNAL RELATIDNE

Pyblic Relations anc Communications
Regulateory Relations

Legislative Relations

Financial Community

SUPPORT FUNCTIONS

MIS ana Dzt Processing

Support Fac?lities Management and Planning
L&nc Management

Insurance/Cleims

Transportation Management

Purchasing, Materizls Manegemens and Steres
Lega

Recoras Management

WORK FORCE MANAGEMENT

Work Force Planning and Utilization
Productivity Measurement

ENVIRONMENTAL MANAGEMENT

The Commission, based upon the racommendations of the
contractor, will select the specific areas to be examined in detai”
guring Part III. 1If any of the areas selected for investigation are
beyona the scope of the consultant's expertise, it will pe 2" Towed to
subcontract specializec assignments. FHowever, botr the speci®ic areas
10 de subcontracted and tnhe particular consuitan: selected for the sub-
contracted areas shoulc be approved by the Commission. Any costs
encountered for subcontrazting assignments will be 2ssumed by tne
prime contraciors in total costs for the managemen:t 0f the principal avaoit.

Upen completion of Part ]] the contractors will submit a
comprenentive written report to the Commission wnich shouid insluge
thne feilowing:

1 A summary of findings, inclugding the ceve opment of information
leacing to the findings.

Recommendations of cost-effectiive ac<ians 1nat Publiz Service
Company shoulc pursue to correct any ce‘izienzies wnick may
exist,

"~

L

The develioomen: of stancards for the continuous review of
performance.

L, A oesception of specific aress evaluatea and ine metnoddlogy
uvsec n reviewing those areas.

i

Tha assumptions mace Dy the copiractor ir serferming the
Tugy.

£. The amount 2f time soent ir eech ares,
a
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The contractar is further expected to assist the Company and the Commission
in the implementation of those recommencations accepted by the Tommission,
if need be, and be available in the future to provide axpert testimony on
the findings of this study if so requested.

The following non-exhaustive 1ist of illustrations represents examples
of the types of functions the contractor will be expected to perform:

: £ Evaluate the operating and construction decisfon-making process
by top management.

2. Evaluate the management of major operations and determine how
efficiently Company resources are being utilized.

3. Determine how Company policies and procedures are estabished
and by whom.

4, Determine if appropriate and effective policies and procedures
are established and being consistently followed.

5. Examine management contrals and organizational structures to
determine if steps are necessary for improvement.

6. Review and evaluate the functional responsibilities and
authorities for operations to be performed.

7. Review apd evaluate the planning and forecasting methods
of the Company.

8. Determine whether there are agreed upon standards of performance
and associated measurement and reporting systems in effect.

The Commission's proposed invitation for bid i{s attached to
this decision as Appendix B.

Payment for the audit will be the responsibility of Public
Service and thus, ultimately its customers. In order to reauce the
impact of the cost of the audits on the rates of jts customers, Public
Service may amortize the cost over a period of five years.

It is contemplated that the Commission Staff will coordinate
and monitor the management audit through perfodic meetings with the
auditors and Public Service, as necessary, but will not participate
actively in the day-to-day performance of that audit,

In view of the above and foregoing, the Commission finds and
concludes that it will be in the public interest for it to anter into
an investigation of the efficiency of Public Servica by means of the
management audit.

An appropriate order will be entered,

QRDER
THE COMMISSION ORDERS THAT:

) 1. Case No. 5978 be, and hereby is, Instituted for the purpose
of investigating the efficiency of Public Service Company of Calorado by
the performance of a management audit,

2. Public Service Company of Colorade be, and hersby is, made
a Respondent to Case Mo, 5378,



3. Punlic Service Comcany o° Coloraoe 1 T gesives 1o
gc sCcmay “77e wilh the Execul“ve Secretavy 2* ine Commissior on
or before November 14, 1980 six copies o “1s comments with respec:
1t the propesec plan for & management auc'l as set fortn in inis
decisior.

Tnis Order shzll be eTfeczive forthwith.

DONE IN OPEN MZZTING the 28th day of Dctober, 1S80.

THZ PUBLIC UTILITISS COMMISSION
OF THE STATEZ OF COLORADO

DYTHS S. MILLER

"

DANIZL E. MUSE

« DUANZ WOODARD

&TRIT, SR
= -
o Tttgan iy,

oo commizzionars

Lt TR TSR LT
Ixezutive Secrezany

Jkm: ao/6/V
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Decision No. C30- 2084

Appendix A
' CONSULTANTS

Archur Anderson 5 Ca, timer Fox, Westheimer & Co.
1600 Broadway 2600 Lincoln Canter Building
Denver, CO 80202 . 1660 Lincoln Street

Denver, CO 230203
Theodore Barry & issoc, ATTN: Staphen A. Dures
1151 West Sixth Street
Los Angeles, CA 50017 Gilbert Associatas, Inc.
ATTN: William J. Kaffer, Vice Pres. 525 Lancaster Avenus

Reading, PA 19603
Socoz-Allen & Hamilton
243 Park Avenue Alexander Grant & Co.
few York, NY 10017 QOne First National Plaza
ATTN: Mitchell Kress, Yice Pres. Chicago, IL 60670
The Berwick Group, Inc. Hay Associaces
wocust Park 1845 Walnut Street
Jelmont, MA 02178 Philadelphia, PA 19103
ATTH: Danfel H. Gray, Mamaging Directaor ATTH: James W. Gouthro, Vice Pres.
W, E. 8renpen 4 Co,, Inc. Haskins & Sells
2101 Central Park Avenue 833 - 17th Street
tvanston, [L 60201 Qenver, CO 80202

ATTN: William £, 3resnnen, Pres.

A. 7. Kearney, Inc.
Cresap McCormick & Paget, ine, 100 South dacker Orive
2435 Park Avenue Chicago, IL 60606
dew York, Y 10017

Arthur D, Littla, inc.

Cooners & Lybrand 25 Acorn Park
2300 Prucential Plaza Cambridge, MA 02140
Cenver, €3 30263 ATTN: Jonn F, Mages, ?Zres,

Alrd: William Harris
Gegrge 5. May & Ca,

23y & limmermann, Inc. 329 - 5th Avenue

w13 Market Street new York, Y 10028

rhilacelghia, PA 13103

ATTH: Frederick 0. Srawn, Pres. McXinsey & Company, Inc.
2 First MNational Plaza

Suff & Phelps, Inc, Chicaco, L 30670

33 L. Monrge Street

Chicago, [L 60602 Peat, Marwick, Mitcnell 4 Co.
16u0 3roadway

Tha Imerson Consulants, inc. Zenver, CO0 30202

30 Aeckarallar Plaza

new fore, 4Y  1CG2 vice aatarrousa 3 23,

ATnl: Cana Jeversux, 7res. 230 - 1740 Stree:

senver, CO 20202
st 4 const

§33 - 1733 Sireat Fubiic Operations Zivisian

sanver, o3 30202 H. 3, aynard and Camoany, inc.
170 Constitucicn Flaza

I2as¢3 3Jusiness Consulting Comoany sartford, <7 o64G3

sivision oF Idasco Services, lne.
vod Chursh Street

20 YTy, vy

Iranfors Jesearzn instituta ~suche 2£ss ana -3.
“gniQ Jzrk V700 Srcacway

:a] i '.'0 I"n‘. a ;"‘0;5 Denvﬂl'. :3 a':...ﬁg'
Stone 4 Aegstar Arzour “oung & Company
30 3road Street : Security Lite 3uiiaing
few fork, WY 10004 Tanver, €3 30232

1vvi- I, Ricnars selsn
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vesision No. CHDs
APPENDIX F

%

Gen:lemen: Decision No. C80-2084
The State of Colorade Public U:111:10£_Canmission is seeking & management
gonsulsing firm to conduct & management 3udit of the menagement anc operations
of Punlic Service Company of Coloraco., The 2udit would encompass Western
Siope Gas Company, & subsiciary g&s pipeline company, in adcision 30 ihe

gas, eieciric and Stedm departmenis of Public Service Company.

Your Tirm 15 among severa] tnat are invited to submit & proposal of such an

sducss if yoy So desire.

Pubtic Service Sompany 15 the lergess elecsric and gas dissrisution company
in the State of Colorago and 15 tne oniy sugplier of steam unoer the jurise

¢fezion of tnis Commission.

The coSDEny was Grantec an smergency raze fncresse in Mey 1580 of $38.4
miilion in accizion to & cenerzi rate increase of 540 miilion granted in Noveor-r
gf 1678, Currenziy tne company has a furtner increase of $i21.] million pefore

wne Commission,

Puslic Service Company has encounserec serious probiems in its construction
programs, parziculariy with its Fors 5%. Vr2in nuciesr piens. Tha plent

was compieles many years eninc schedule &ng nas hac aimest continvous operating
prosiems sinca 13 became operztional on January 1. 1875, The Pawnee Plant

fOw Lncer construction iS MOre tnan & yeér beninc Scheouis TOr various reasons,
mos: of wnich appear o0 be beyond the contral of the company. The projecied
southodss piont project has been sheived indeffnito’y. The company stazes

that ne Tack ©f gonstruction funcs 1s ihe Primary rzeson Tor ine Southeas:t
postponement. ir tne meantime, The cOmpany is purcnasing ingreasing amounts

of powsr an¢ inesSe purcnases 2re growing monthiy. OQSviousiy. Fubiic Service

Company does have serivus financial probiems along wizn i:s piner cifficulties.
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It is for thesc rcasons that this Co ufusion wishos to assure the public,
itsell and Publfic Service Company Lhzt everthing possible is being done to
make cortain that all avenues are being pursued that will result in the
most efffcienp possible operation, It is belfeved that a management audit

is the riost cxuuditiou; method of achieving this goal,
The attached proposal design and conient is offercd for your guidance.

gach bidder will be given a specific time period to question Public Service
Company officials either Ly telephone or personal meeting after all bidders

have indicated their intercst in submitting a proposal on this project.

Proposa’s will be due approximately 50 days after the informational contacts.

Please acknowiedga receipt of this lestter and whether or not you are interested
in making a proposal for tiis audit Dy 1980.

Vary truly yours,

Harry A. Gallinan, Jdr.
Executive Secratary
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PROPOSA. DLSIRL AL CONTINT

The primary olbjective of this manzgement review is to fdentify problem

aress in operalions and mansgoment, O Propose soiusions to those sroblem

ereas and to pstablisn & vehicie Tor Lhe continuous measurcment of performe
ance, Tho Commission fully expects this study 0 produce benefits %0 both
Fublic Service Company and its customers since the goels of maximizing the
firz's cperating resuits and proteciing customers' interest are reached zhraugu

ing same avenuz, imDrdviny mindgenent's efficiency and effectiveness.

Tne study will pe conductec in twe S2parzze pnases. In the firs: phase the
consracior will rovicw tne (ompany's oyverzli operaLions anc ornaaifzastion for
the purrese of datermining rossibie aress of opportunity for improvement,
corsissent =itn Sne consriciar's prososii, The contractor's attention shouic
be focusced on ideniifying gperatimg arcas in which major ecomomies micn: be
dtteined withost detrimental effects 2 adequate uiilizy service 2nd on
determining whore points of contrel responsibility exiss with regard 35 the

sperating consiructich 2nd 531icy decisfon-mzking process by ttp mznagemens.

Unen comniction of tne first phase, the contractor will issue 2 written
report $o the Somrission wnizh Tists pessinie avenues of pursuis for the
SOLNT yiese, RiLies tha contractor's resommond2iions on areds ne believes

marit in-depin isvestigztic= and yives the retion2le behing his sunnostiuns.

Th2 Zonlvgclor will $igte 1he Limn nocessary 3¢ roview Lhe Seanany's
prereil oparztions gnd crgaefzation in order Lo toteraing Dossible aroces
to bo investiratod {Fhase 1), Upon determinatinn of the aress Lo be in-
vessizatedl fn Thogo 17.7ang shen authorization s given by the Le==izsion,

she gonardsssr i) seaca 223 Lime aagassdry B0 cSanipte Phase 1.




The Cormission, based upon the recosandations of Lhe contractor, will select
the specific areas Lo b2 examined in detail during Lhe second phase. IT
any of the arcas selected for investigation sre beyond the scope of the
selected consul tant's expertise, he will be allowed to sub-contract specialized
assignments. llowever, both the specific arcas sub-contracted and the con-
sultants selccted to perform these reviews must receive prior approval from
the Cornission., Any costs encountered for sub-contracted assignments will be
assumed exclusively by the prime contractor within the total costs assigned
for this cngagemant. Upon completion of the second phase, the contractor
will submit a comprehensiva written report to the Comaission which should
include the following items: »
1. A swmiary of findings, including the davelopment of information
leading to the findings.
2. Recemnandations of cost-effactive actions that Public Service
Company should pursue to correct any daficifencies which may exist.
3. The development of standards for the continuous review of performance.
4, A description of specific arsas evalueted and the methcdology usaed
in revicwing those araas,
3. The assumptions made by the conireetar in performing the study,
3, The amount of time spent in each arca,
The coniractar is Turther cxpected to assist the Company and the Comuissien
in the jupicmentalion aif those reco=—andetions accoptod by the Commission, 7
negd e amd e availabie in the fulure Lo provide gapert testiwony on the

findiivis of this study IF so requrstied.

The following non-exhauszive 1ist of filustrutiuns ropresents examples of

she tpras af funilions the cuntracios will L2 expecicd to perfarm:

¥, Evalsale ke Qr‘l"é:iﬂ'j and sotizirustinn Cccf:‘igr]-:akin‘; argeass b:,

ol bl ST B v a2 L
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2. Dvaluate ke munagement of »ajor op»étiung and determing hou
ef ficienlly Company resourcss arg being ulilized,
3. Determine hisw Company policies and procedures are establishec
and by wnom. °
4, Determing 17 gppropriate ars effectlive poiicies and procedures
gre estabiishec and being cousissentiy Tollowed.
5. Ixamine wanagement conirels and organizationa) structures to
determine i7 $teps are necessary for improvemsnt.
€. Revfew and evaiuate the functionz] responsibilities and authorities

for operations to be performed,

~1
-

Roview énd evejcatie the plenning and forecasting metnods ¢f ths

Company,

8. Descrming whother itnere ars 2zresc ypon stangerds df performance
gnc 2ssociatoc measurenment enc reporting systems in effect. '

it is the desire of the Cemaission thet the foiiowing ercas spesifizally

bo evaluated.

ORGANIZATION

*Organisastiona] Strusture
*Orzanizationa) Plzaning

*Mondysnent Comunications and Zonire’
anintsirative Procedures ang Conirols
sFublic AMffairs Plenning

' i lalal 4. - LT ] - ey ® ey e F e
.‘,.1..: {1}'.:1.{. :s....- :‘.}-I ] s":Jl.l_l - e O oW u-(Ilu.

-

“Siretenic Planning
*Thezeris Loag anc Inergy Forecssiie:
w®

sencration and Sysiens Mannins

sLoag Hanasouent Flansning

L T LI ] . i I
wd$ Lddg Emltars

rathid Forgciitine
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EXGIBERRLAG AT CONSIRESTION

e ——

*Qrganization
*Contractor Selection
*Work Order Control
*Guality Assurzuce Proqrams
*[iajor Projocts Hanagouant
*R & D Functions

FUELS MANAGEMENT ARD GAS SUAPLY

*Fuels Sanagement
*Gas Supply
POZER POLYCTION

*Pover Plant Qperations

*Puner Poaling 2nd Purchase Agreersnts

*Capacity Utilization and Haintanincz Sgheduling
*System Dispalching and Control

ELECTRIC AND GAS TRALSIISSION AND DISTRICUTICON

—— —" ¢

=2aintenance
(peration

CUSTOUZN SERVICES

stizrkaling ond Custicear Relaticas

*Credit amd Caliection

*Cusiorer Accounting

slater Rouding

vEuargy Conservalion activitic:
FUIIIIA SUSILT

SFinancial reguire cols ?lamning

wiinageriad Accountin: and Contrai

LA

Bed ok Naneneant 3vd Cantrel



*iconomic Analysis
*Internal Auditing
*Zost Allpzation Practices
*Rezes
PERSONNEL AND LAGOR RELATIORS
vHanpower Fianning ang Overtime Practices
*hage 8ng Sa’ary Practices
*Ixecutive Compensation
*Imployee Genefits
v 2bor Relasions
*liandgemens Deveiopmens and Training
IXTERNAL RELATIONS

-
——

*Fubiic Relations and Communications
*Reguistory Relations

*.ectsldcive Relasions

*Financtel Community

SUPPORT FUNCTIONS

*MiS and Data Processing

*Suppors Facilities Management &nc Planning
*.and Hanagenent

*.nsurence/Claims

*Transportation Hanagement

*Pyrcnasing, Materials Management ang Stores
*Lenai

Yhecorus Mananomens

L - P 5 uqn“;- =

AT Ses A ‘IT' &-n

*work Forze Pianning and Utilitzasion

*Proguctivity Measursment

ry
-

M SROIERTAL MANSGEMENT




Contractors who submit a proposal may be required to make an oral presenta-
tion of their proposal. Such presentations provide an opportunity for the
contractor to clarify his proposal and allow the Cmi'ssiun to obtain
answers to questions they may have regarding the proposal. The Issuing

Office will schedule thesa presentations.

Contractors who submit proposals should provide copies of recent management
audits for review. These audits should be submitted at the same time as the

proposal .

The selected contractor will be regquired to assume responsibiiity for all
sarvices offered in his proposal. Further, the Cocamission will consider
the selected contractor to be the sole point of contact with regard ta

contracts.

News releasas pertaining to the RF? or the study to which 1t ralatzas will

not be made without prior Commission approval.

The entira proposal of the bidders will be made available for public in-

spection. ?leasa do not Include any information in the proposal wnich you

do not wish ral2ased.

COMMISSION PARTICIPATION A staff audit manager will Se designaced 3y the

Comnission to coordinatae the activities of the contractor with tha Ccmmissioners
0 fnsure sacisfactory and timely performance of the RFP when awarded. The
Cormission Auditc Manayer or his designate will be the source af contact for

the cantractor in any discussions with the Ccamission,

The Counission staff will take part in the study on an ff availapie basis.
. The Cammission will rely upon the Audit Manager to answer various guastions from

time 10 time about the audit and the management anc operations of the subjec:

15



utilizy. It will be necessary, therefore, that the Audit Manager be aware

of she work of the management consul:ants. This will include attending
seiectec interviews and monitoring the Study's progress by both the Audit
Manager 2nc cesignatec staff members. In any eveni, i 15 expecied that the
individua] consultant assigned to eacn task arez wijl discuss its progress
informe1ly and cirectly with the Audit Manager or his cesignates as neeced.

The contractor's willingness to work with the Commission staff in the described

manner should be stated in the proposzi,

INFOPMATION RZQUIRED FROM CONTRACTORS

Contracior's proposai must be sudbmisted in tne formet out’ine pelow. Prepare
consecusively numbered pages with incex tabs for each section outlined below.

STATEMENT OF THZ PROCLEM. State 1n syccinct terms your understanding of tne

problem presentec by this RFP.

MANAGEIMINT SUTTWARY. Inciuce 3 narrasive cescription of tne proposes effors

and & 1ist of the products that wiil be delivered,

WORK PLAN. Task descriptions are to oe the guice in descriding your technical
plan for 2czomplishing the work. The S&sk descripiions should be in sufficiens
gepth to afferg ine Commission 2 thorough undersiancing of your work plan.
fontraciors are causioned that tnelr proposal may be rejested if their work
vlen does not include specific recommencations as %o now each of the task
cescriptions are to be accomplishec.

PRIOR LEPIRICNCE. Submit statement of similar managowent audits concucted

in the srevicus swo vears. This also would apply 190 @ sub-contracsor if
approprisze. Indicate spec}ficaity any menagement aucits of ytilities.
iaperignze shown should be work gone by your company ratner than by indivicuals.
Stucies or projecis referred 10 shouid be identified and the name of she client
shicwn, including the name, 2cdress anc pnone numder of tne ressonsitie official

12435 Company or agency wne may be contactes.

i6
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PERSONMEL., Include the names of all personnel - exscutive, professional,
management analysts, systems analysts, auditors, staff consultants, etc. -
that will be engaged in the work. Their education and experience in auditing
and management evaluations, especially for stationary utilities, must be
included. In addition, personnel employed by the "finalist" consulting firms
that are to be assigned to personal interviews by the Commission if requested.
These interviews will be conducted at the Commission offices in Denver

prior to the final sefection of a consultant.

STATEMENT ON_POTENTIAL CONFLICTS OF INTERESTS. The consultant shall identify

any relationships between itself or its emoloveas and the utility to be

audited or {ts employees. |f there have been no such relationships, a state-
ment to that effact {s to be included in the proposal. I[n order to insure

a complately independent study and provide maximum credibility to the resultant
report, the Commission may not consider proposals submitted by consul:ants who
have performed similar work (including financiai audits) for the utility under
audit. The consulting firm selectad should agree not o0 perform subsequent
work for this utility for a period of one year following submission of a final
report to the Commission.

COST AnD PRICE ANALYSIS. The information requestad in this section is

required %9 support the reasonableness of your quotation,

L. Hanpower COsts, Itamize SO as to show the foilcwing fer 2ach category

of personnel with a diffarent rate per hour:

a. Catenory: e.q., project manager, senfor anmalyst, 2ic.

b, Cstimated hours.

€. Rate zer hour.

d¢. Total cost for sach category and or all manpower nescs.

Cost of Supoliss and Materials, 1ramize.

(ST ]

Consulczant Costs. [Itemize as in | abova,

4=

suceansrict CJsis. ltemize 3s in . ibove.

7



5. Jresepactatisn {9-2%. Shuw Lrs et COS13 emd per diga suparslely.

¢. J0tai Cost.
TIME ASTINATIS, Tor esih tasi in the Lor, ¥iss, estimale the elapied Lime
requires for compietion. Indicdte the nuuor ¢f mapuuurs you have 2liocated
10 cach tash. Inslud @ Profest Sercdiie tyne sispley, Lime related, showing

£aCh oevendl,

MUAST i, Aey Phase 1T porcion of tae 2udit wiTl be dependent upon the ..
rosyes of Thase 1. The commission =uss 2pnr0ve & Phase I 2nc 2 consyltant
%0 do ine Phase I1. .

RZFDATS AND OROJEST ConThOL.  Althouzh The study wiil be paid for by tne viilisy,

he zonsriztor suo;1c reg2ifie that wng Censsion 1S tne principal clienz.

Consegquantiy, there wi'! be no dirgct reparting by your {irm to0 the utilisy

vithous prios Somatissica agarovel.
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in relation to time - ahead, behind, or on schedule.
2. Status sheet indicating actual hours Togged by category
(i.e., project manager, senior analyst or auditor, junior
analyst or auditor, etc.), materiai and supplies cost, and
other costs, showing percentage of each in relation to
proposal cost.
3. Invoices should be presented to the Company menthly
[aterim reports (in triplicate) should be in the hands of the Audit Manager
by the 10th working day following the month's end and shall be submitted for
any months worked.
Generally the procedure to develop the final report will evolve 1q three
stages. A detailed description of 2ach is Tisted bejow:

TASK REPORTS. The task reports of each functional area will be sent

to the éammission for review, The Commission will approve the release of the -
repores by the consultant to the utility. For each task area, there will be

a three-party meeting between the Company, Consultant and Audit Manager. The
purpos2 of the meeting is to review the consultant's findings in each task

area with the Company's management responsible for that area. This process

will ansure that material Ffacts having an impact on the finding are not cmittad.
The task reports wouid be the dasis of the draft raspore,

DRAFT REFORT, The draft report should compriss tne task resorts, manage-

ment susmary, and recommendations. The Company and the Commission will review
the draft repors prior fw 3 seeting of all three parsics. The Company's comaents
to the Jrafe repure should be prepared in writing so the consultant can make

any cnanges of fact before Eomple:ing the final repors. The consulzant must
address 2ach of the Campany's comments to the drart report at tne three parsy
weating,

FINAL REFURT. The Cormission requires the final study report 20 inciuda

the follzwing, written in terminoicgy that will e meaningful %o ménagement

19
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and osnhers ceneraily familiar with the subject areas:

I, General statement ANC mEn2gement summary.

2. Reccmmengzsions for ifmmeciate changes :tna: management can instizuse.
These cnanges waulc incluoe ezsiiy identifiatie benefits noz justi~
fying more formeifstic cost penefit analysis.

3. Recommengations 2§ =0 specific arezs that woulc regquire inedeptn
anzivses anc ssiimetes of time and cos: faciors involved in Phase !!
for further ssudies.

It wiil be necessary that recommencations, especially those inveiving signifi-

TANT cOst savings, De Justified anc accomdanied by adecuate pack-up information.

N providing 2cequate dack-up information for tnose recommencasions involving

=08T savings, ine consuitant shouic inciude the 7ollowing for & specific time

period(s):

1. UpeTaTinc Cosis incur~ec before imcliementadtion of the recommencésion.

z. Uperazinc zosts 10 be incurred after implementation of the recsmienda-
tions.

3. Cost of impiemeniing the recommencation,

<. Savings 2fter consiceration oF impiementation cIsis.

The sel2cses consuiaing firm swst be wWITi1ing 0 stanc behind 135 conciusions

2ng recommencasions by tessifvinz, 17 necessary, in 2 fuzture rase czise or

oiher naaring bSefore tne Lomnission at 135 $tendard comoensztion rates.
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