
(Deci sion No. CS0-2084) 

-SEfORE THE PU8L!C UTILmEs COMKISS!ON 
OF THE STATE OF COLORADO 

1"'0t 

IN THE MAITTR OF INVESTIGATION Of } CASE HO . 5978 
THE EFF1C!EHCY OF PUBLIC SERVICE )
COMPANY OF COLORADO BY A1-fANAGE• ) ORDER INSTITUT1NG 
?➔ ENT AUDIT4 ) lNVESTIGATtON 

October 28, 1980 

STATEM:NT 

BY TliE COMMISSION: 

Ort May 27 , 1980, tt,e Commi ssion entered i ts Oeci s ion No. 
CS0- 1039 in t,westigation and Suspension Docket No. 1420 (hereinafter 
t & S 1420). In that docket the Commfssfon authorized Publi c Serv ice 
Company of Colorado (hereinafter Publ ic Service or Respondent) to 
i ncrease its electric revenues by 54S,897, 349; its gas ~evenues by 
$9,890,990; and its steam revenues by $618,148; for a total of 
$56,406,487. 

The backoround of I & S 1420 h as fo1 1ows: On March 26, 
1980 , Public Servi ce f i led Advice Letter No. 791-E1ectric in which it 
sought an 11.4% increase in electric revenues amounting to S56,290, 000; 
Advice Letter No. 293-Gas 1n which i t so~ght a 2.77% increase in gas 
revenues amounting to Sll, 348,000 ; Advice 1.etter No. 23· Stea111 fn ·11hich 
ft sought an ll.36% increase in ste;JII revenues a,mcunti119 to 'i659 ,000. 

P·.101ic Service urgently requested that the tariffs accompanying 
t he foregoi r.g advice letters be permi tted to become effective by cpeNtion 
of law, without suspensi on, on or before Aoril 2S, 1980. 

The Collllllission, however , by Decision No. CS0-625 , entered on 
April 8, 1980 , suspended t he effective date of the tariff -f il i ,19s of 
P,:bl 1 c Serv 1 ce and set the same for he!ri ng. The scope of the nearing 
was limited to two basic issues: 

( l } Oo the instant f il ings, in fact, i nplement the 
regulatory principles established in Investigation
and Suspension Docket ~o. 1330? and 

(2) Oo the ~ e rgency f1naiic lal conaitions out)ined 
by Public Service in its a~vice leiters justi fy 
accelerated relief? 

Because of serious rinanc1a1 condi t~ons faced ~y Public 
Service, tha Colll!liss ion expediced the hearings in I &S 1420 and 
issued I t s rl na 1 dec1s f on therein, namely Oec j s ton No. CB0-1039, on 
May 27 , 1..980. One of the principal quest jons that was raised durfng
l &S 1420 ~as wt,y Publ ic Service needeo consfder~le financi al relief 
on an accel erated ba$ IS, and a subsid1ary ouestion to t~is major question 
was· "!ny the construct 1on orogram at Puolic Serv ice' s Pa,.,nee plant in 
c.istern Color.tdo woula 1111 delayed -ser ious ly or llal :ed, in the event 
accelerat1d flnanc fat rei !er was no t approved by Cl'le Commission. 



"11e Comn:issior, st~tes anc! fioClS ~nat e ger,ers.~ r !.te case does 
no-: pr-ovioe t he most aoprocri ate "1tC1'11nhrn for &J'\ e.t1mil'\ation into tn~ 
1i1anageme-nt e_ffici ency and opern"ions of a ma jor utn f~y which is subj ect 
t o juri sdi ctiona l over-s:i ght of tllfs Commission~ A be-:~er mechanism, 
we_ beiieve, ts the r e9u1 !tory too1 genera l ly known as a "managMtnt. 
audit 11 

• The mana2ement aud i t. 2s. ~ re9ulatory t.007 , i s of re12.tive1y 
re.cent origin i n the hi story of r9gula: i on. It nas been used by oth-e r 
commiss ions, and i t h11s ~1so been used Dy t his Comir,is:si on i n -:ne i:,as:L 
7hus 1 for exampi e , in 1977 t.ne Commi ss"ion i ns ti tut.ed Ca,e No , 5728 
for the purpose of fovestiga~ing ef ..1c1ency of Colondo-ute E1ectri c 
Association, :inc . (Co1oraoo-.tJ'tt ) oy t.M perfoM11ance ~f a management 
autli t . 

flremi s.es coM i dered. by t ne oeci s ion and ot-oe r herein, the 
Commi ss ion insti"t1Jt.es an investi gation of the e'ffki enc:y of Public: 
Se~vi ca by s managemen~ audi~. 

r: i s o,ur des.ire tnn the Commis~ion have compi ete cooper,tion 
amon~ a11 the pa!"t i cipants in the management audf t , incl uding Put,1 ic 
Service:, the a1.1dhor"s- 1 :.11e Com:t,iuion •nc:1 its st.a-ff. it is our hope 
ttiet tl'le managemeT1t audit -can be conducted fo a nor,..,.adve-;saria1 ;_ont.ex.: . 
inus , tne order herein~, ,; set o~~ a prelimi nary ~l an for the aud i t 
and specifica l ly out l ine th• Comcnhs-ton 1 S- proposal f or t tae pl"Ot'td\sres 
tc be used ourin(;; the aud it, se1' ec: ~1on of aud1tors j rtc:ope of t:-ie 1uc11t-, 
ex ...ent of -:.he partic1pa-:..foT\ b)' tne Commiss ion and. i t:s s.uff , as v1e1l 
as the resp0-ns.'fb'fiity for the- payment for the audit. There-after Pu1:>l i c 
Servi ce w1'11 bi affoN:Jed the oooortuni t ~' to offer ~heir comments and 
suggeni ons to the proposed plan, which tne Commi ssion wi11 consider 
prior ~ deci d,ng on c ffos l auci t pr an ano select -; on of ::,r,.e 1ndeoenoent 
aud i tor. 

The Commission proposes to divide tr.is investi gati on int.o 
~o par~£. Part l will 'include the estab-l i shment of orocedu.r e-s to 
be uti1i1e.d during tl"le audit , ttlE sel~ct i on of tht auditor , anc the 
'ffoa1 determinn.ion of the in1ti t1 sco;:,e of t.he lt.1cli t . ?art ll wi1 1 
consist of ~wo pha,es. Ph~~e l ~i7 1 cons 1st essen~ially of the pet'fonn&nce 
of an ove-rv i ew audi t by the a ud,t.01"- $el ect ed and \or'i1 1 inc l ude a t'eport 
an~ tne racommenoat:ion~ of th~ audi't.or, as t.o wh i ch areas, if ar,y, meri~ 
furthef' in•depth i nvestiQati on . Phese 2 wi 11 tnc l ode the further 'i n•depth 
investigation, i ~ any. is requi :--ec, anc submissi on of a 'fi na i report of 
tne aud~~cr ' s recommenaation, T~ere snovl d bt no ~eee for h&erings or 
any o~her forma l proceeaing$ eurf ng Phases l ana 2 of the i nvestigat1on; 
however, t~e Commi ss fon fee1s t~at i~ ma~ be eppropri ate to present the 
repor~ and recommendat,on~ of tMe aud i ~or in Phase 1 or Phase 2 t nrough 
ora1 testimony t.~ provide- 1ny 'lf tt:1e parties an opportuntty t.o e,q,l ort 
t he unde:r1 yi ng fac-;µa l bash o-: t:)e r econwnencio'ti ons as welt u the 
jus~~tl ~a~ion therefo~ . 

ihe Comstission bel i e"•es t.hat specifications for 1-h~ a udi-"t 
sno\J 1do be dis.s.eminated t.o anc b•as obtained 11'om a representat i ve 
number- of ~esoons ib'le managl.m~nt a1.1di ..~ng fi-rlPls -.1no have experi ence i1'l 
~:i'ity aud~ts. For that purpose 1 the Comm1$sion ptoooses ~o send 
audit s~ed f'ic i ations. t ti the firms which ,,,n 1 be inv i ted on bio on the 
?rej ect. The f irms ar~ ~i, teo in Appe~cix ~ att.ached htreto . 

Commen-:.s may be ~~o,· foe1 ~o the Commis~ior. on ~h~ acceptab iii~y 
07 the ilbove-mer.-:.iotte:> firms , :we-vioing s pedfic r easons ~or any expr~ssed 
_preftrtnce! oi- prio"' -: t. i ts; ar:~· ~clr!i~i::,riai fi Mlls that shol.li c De i nc·roaec and 
t.he r' l!!S--Ol"IS for t he :r ~nc1:J~iot 11'\ay 51$.0 b~ ~ \"'OViOt;!O. 

The sug~'5tec:: s.coi:,e ¢1 ir.qui ry t.b be sullp" 3ad ~c eac" m1Lna.gement
aud1~ f i rm is as 1o11ows : 
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08GAHIZATION 

Organizational Structure 
Organtiat1ona1 Planning
Management Co1M1un1cat1ons and Control 
Adm1nhtr-~tive Procedur-es and Control 
~ubltc: Affaits Planning 

CQRPOftATE ANO OPERATIONS PLANNING 

Stritagi c Planning
E1ectr1c Load and Energy Forecasting 
Gentratfon a,nd Sy~tems Plannf ng 
Load Maoagen1ent Plann1ng
Gas load and Requirement Forecasting 

Et-lGINEERU-, AHO CONSTRUCTION 
. . . 

0rgan1 zatian 
Contractor Selection 
warl< O..aer Control 
Qua Ji ty ~ssuranct Ptogra,,s
Hijor Projects Management.
R SL D Functions 

FUELS ~NAGEMENT _AND t&AS _SUPPLV 

u, h Managemtnt. 
Gas Supply 

POWER PROOUCTION 

PO'#er Plant Operations
Power Pooling and Purchasa Agree~enu
Cap&city Ut11it~tion ~~d atnte~aQca Sc:badu1ing
Systtm 01~patching and Cortrol 

ELECTRIC AHO GAS TAANSMlSSIOH .\NO OISTR'IBUTION 

M.aintenance 
Opet-ati on 

CUSTOMER SERV[CES 

Marke-t1 ng and Cu.stoll\er Rel ations 
Credit and Co11ection 
Customer Accounting
M~tar Readfng 
Energy Conservation Ac·t ivi ths 

FINANCIAL SYSTEMS 

F1nancia1 Requir~ments Planning
Manager1a1 Accounting and Control 
Budget Ma~agemen~ and Control 
E~onom1e Analysis
Internal Auditing
Cost Allocation ?ract1ces 
Ratas 

J 



P::RSONNfl AND -~O~ R:UTION~ 

Ma.npo~er n1annin; an~ Over~~ne ?rac~ices 
wagf anc: Sz.l ary Pract1ce:s 
~e~utive Compensa'tiori 
:moloyee Benefi~ 
Labor Rt1a"tiions 
Management 0euelopment anc ~,, ning 

0 ub l • c ~e1c:ions ana Commun kati ons, 
Regu at.or_) Rt1.et i" ons 
iegis)ative Relations 
Financial Colllf!luni'ty 

SUP 0 0R- FUNC IONS 

~!Sand Date Procesfing 
Support Fac:itt~ts M11nag·emen~ and Planning
end Ma-na.gemer.t

lnsuran01/ C1ai ms 
Transportation Management 
Purch&51n~ 1 Meterials Menegemen~ and Stores 
legal 
Re:cras Management 

WOR~ f0RC~ MANAGEMcHT 

Work =o~=e Pl anning and Utf 11 ta!ion 
Produc-:ivi ty Measurament. 

Tne Commission, based upon the rac01M1enda~ions of t~e 
c;ont.ractor , wi 11 se 1ec't. 'the sp1df1c. area.s to be exami ned in de-:ai· 
d1,1r i ng Part I:!. If any of t.he uea.s. .sele.cted for in\'en. i ga-t-icn are 
b&yo~a the scop~ of t~t consultant'~ exper~tse, i t \(f1 i bt a~ , o~ed ~o 
&1.1oc:on1.nc-:. spec:i c:"' 1ted au ig nment.s. However , b0tr, the so~cifi-: al"'e,s; 
to oe subcontracte-o and tnc ?artku1ar cons.u 1 'tan: sc1ect.ed for 'the st.b~ 
ccnt.rac:te:1 cH'Uf shou1 ~ be approved by -;he ColMl"i ssi-on. Any cosu 
•ntoun~ered for su0con;.ra:.ting auigrunent.s w.11· 1 be auul'!!t.l by t:it 
prime contractors i n totel cost.s for the maoe.~ernen:. o~ thE ~ri ndpa1 auo ·~-

Upor comvleticn O" Pa.rt II ihe ~ontr~c:tors wi ll suornit a 
:omt>renen!ive wr i tt.en repor~ t.a th• Comm ' ssfon wnkh ~t,ou·11i ,n::1uoe 
u,e ,-c ; 1cwing: 

A sumary of findi ngf , iSKl uoi~, thi ~eve op~e~~ of in~o~~ion 
lea~ ◄ "g to tht finaings . 

..... Reco111111noati ons o• cos•-effec: ~ve ac~~~r.s :na~ Publi:: 5erviee 
Coamarty sho!J l c pur-.sue :.o correct. an~ ae' i : i eo:i es wnicJ: may 
ax1st. 

.... i t\e d&VR ) 00:,i,en.:. o• it.lnderds for the c.or,t ir,uou: n.,,ie-111 cf 
s:itr'onnance. 

A out-"'?ti on of SPK~1 i:, areu ~va i ~nee anc t.nf 1n~triodol o9:-· 
use~ \~ ~,v~ R~1ng thos~ iftas . 

... Tn1 auumpt•on l maet D). t.he: :cn-..rect.ar i - :;:e-t't-ir.i n~ t.h~ 
s-;.uay , 

i hft amoun~ ~~ t·~e soe~t ,reach ar~a. 
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The: cont.ra~r is further expect.&d to asdst the Company and the Cofl!lli,-sio11 
int.he ieplemen~ion of tnose recommenaa~fons accepted by the :o•1ssion, 
ff need oe . amt !>e avai hble • n tfte fut.uN to provi de a.xpert. '-"t~IDDny on 
the findings of this study i f so nquesteo, 

The fQl l owing '1on·exnausti\la list of 11 IU$trat1ons ,-.epresent.s exampl es 
of ·the types of functions the cont-r.actor wi 1 l 01 e1'l)l!C.ted to ptrfonn: 

1. Evaltlate ~he operat tng and construction decis i on-making procss$ 
by top 11&nagement. 

2. Evaluate the manageM11t of major operations and determi ne how 
effici ently Coq,pany resources ate be1ng uti li zed . 

3. a~t&rmine now Company polici es and procedures are estatiished 
and by whom. 

4. Determi ne it appropriate and affect i ve po11cies and procedures 
are estab1 ished and being consistently ro11 O"ied , 

5. fxami~a management controls and org.ao1utiona1 structures t,o 
determine if steps are nece5sary for improvement. 

6. Review and evaluate the runct1onal rasponsfbi11t1as and 
authorities ror oparations to be perrormed. 

7. Review ~nd evaluate the planning and forecasting method& 
of the Coll!paey. 

a. Determine whether there are agreed upof) standards or perfortMnce: 
and associated measurement and repot~1ng systems 1n effect. 

The Commission j1 proposed i nvitation ror bfd 1s attached to 
this deci>ion as Appendix B. 

Payment for the audit w111 be tha r1sponsibi11ty of ?ubl i~ 
Service and thus, ultimately i ts custOfflers . In order to reauce the 
impact of the cost or t h~ aud1 ts on the 1"9 tes of i u cus1.0mel'"-s, Publ fc 
Service may amort11e the cost ov~r a period of f1 ve yearJ. 

It i's cont8111Dlated that the Comm,iuioo Staff w111 coordinate 
and monitor title ,iianagement. audit through periodic meet1ngs with the 
auaitof"s and 1Pu0lic Servi ce , as 11ece-ssary, but wi ll not ?arti cfpate 
actfve1y in the day-to-day oer OM!lanca of t hat audi t , 

In view of the above and foregoing, the Co ission ffnds and 
concl udes that i t ,.,;11 be fn the pub li c int ·erest rot f t to anter · nto 
an fnves-ti ga'tion of the efficiency of Publ ic: Service by 'lleens of the 

anag_emen"t o"d "t . 

An approp~iate oraer ~; 11 be entered, 

0 RD ER 

TH£ COMM1SSiON OROtRS THAT! 

1. Case No . -5978 be , and ner tby s, 1nstituted for th'll ::1u111ose 
of invest i gating t he effici ency of ?ub1ic Sa,rvice Company of :oJorado. by 
tne performance of a "'anagemtnt audit. 

2. Pub1 1c Sarv1ce C~mpa~y ~( Colorado oe, and hereby i s , made 
a Responaent to Ca!e o. 5978. 



' Pu:. l· c Set"Vice ~~i ny o-- :ol O'"'l dt'I ;* "'t. OtS i "U l.O 
d: s ma~~~~ ~ ~ ~r ~ne becu;:~e Se: ~e;l"'Y ~1 :~e CDmi ssi or on d 

or befc~ Hove.mbe· _1 , , 1980 sh cooi e.s c' J :s commerr: s -..i~: r r-aspect 
~c tni Dropesec p1an for L manage.men~ au~•t es ie: 'ortn i~ t hi s 
dtc-1 s ior. . 

DON: tN OP:k M~TING the 28t~ da} of Oe~ober. 1980. 

• t :- t- - - .. 

DANH'. E. MUSE 

~. DUAN~ WOODARD 

ComMs.s1 one rs 

Jkm: ao/ 4/ V 
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~1AKAGEMENT CONSULTArfTS 

Ar~nu,r Anderson 1 C~ . 
1600 Broadway
Denver. co so202 

Theodore Sarry & ~ssoc-. 
1151 ~est Sixth Street 
Los Ang11es, ~ 90017 
ATTN: WHHa.m J. Kaffer. 1/fce Pres . 

Boaz-Allen! Hamil ton 
24:S Park Avenue 
New York. ,'fY 10017 
ATTN: H1t~e11 Kr~s.s. V1~e Pres. 

The iarwick Group~ 1nc. 
_ocust Park 
3'e1 mont, AA 02 17B 
ATT:~: Daniel H. ~ray. Mal'l'aging Directer 

~- E. Srenne~ &Co., tnc. 
1!01 Centra1 Park Avenue 
~vanston, IL 60201 
ATi~f: \.lilli am E. ikennen. Pres. 

C.:"esap !•lcCormi ck & ?a9et. inc . 
tl?.5 P;a r k :.venue 
:{aw Yor k~ :iv 1001; 

CJO?ers & lybr!n~
2300 Pru~enti.a t Pl az:a 
Cenver. CJ 80265 
AT7:f: Wfll iam rla,.r1s 

Jay & lirnmer!!\4nn . :nc.. 
!513 Market Stree; 
?n n acel ahta, 'rJA !SlOJ 
~'i'i;I: rr-eder ick • 5rown, Pr!s.. 

)uff ~ ?heTos , Inc, 
:-5 L '-tonroe Stre-et 
C.i i c~go , rL oOcO~ 

7fo:! ~e!"son CJns~1 :ai:ita. :nie . 
10 ~cck,2f el1 ar ?Ta:a 
::ew 'f OT '< , ,\ Y ~CC: 0 
. !.7::1; ;:ana .:eve:reux. ,'res .. 

::r-,st !& ~-ns t 
633 - :;~~ S:re~t 
~al'Yer, ; J 3u2CZ 

~~i:.sc~ 3us ,nes,s Coos u1t 1ng Comc.sn:,i 
;t11iston cr f ~:>as.::, Ser·,k::s , :r.c . 
:;J : h~r : h :i~~! t 
l ':'11 ., .:)r'( I :: '1 : ~VJf 

St.lnfo ~ ' . .a:sea r-:-~ ~ ns-:· c:J ~: 
·.:in io :::?rk 
:al1 forni a :~O:: 
Stone t. Aegs.:er 
~O Sread S~reet 
·(ew ·,ork, :r'f :ccC.t 

-I 

Dec1s1on o. CSO- ~084 
Apptnd1.Jt A 

£1,mer Fox.~ Westheiaier ia Co. 
2600 Lir,coln Canter Bu11d1ng
1660 Lincoln Street 
Oenver. CO 80203 
ATTN : Stephen A .. Du,-ee 

Gilbert Assoc1~tes, .nc. 
S25 Lancaster Avenue 
Reading, PA 19603 

Alexander Gra~t &Co. 
On~ First National Plazt 
Chicago, tL 60670 

~ay Associates 
l345 Wal nut St:reet 
i'h11 adal ph1ai, PA 19103 
AT.ti: James '14 . Gautnro, IJ 1ce Pres. 

Has~i l'\s & ~ l ls 
633 - 17th Str~et 
Denver, CO 80202 

rl. i, Kearney, Inc. 
!00 South tlacl(er ~ri ve 
Cl11cag0 1 I L 60606 

Ar~hur 0. Littl~, ;nc . 
25 Acorn Park 
C.imbridge. t-lA 02HO 
ATTN: Jenn F. Magee. ?res , 

Geol"0e s . :.Jay & c~ , 
~20· : Sth Avenue 
::ew York ,_ :ft 10036 

t~c :<.i nsey & Company :) :nc. 
2 7irst ~at,onal ~laz~ 
Chicago. :L 50670 

Pu i. •;arwi ck, :H ~c.'le 11 & !:o. 
~01..0 Sroad•11ay 
Jerl'/e r, co ao202 

, ..; C!:! l\a':-~l"'r.a•Jse l ,:J . 

i':O - 1; ~n St~!e: 
; fnver. CO Z02~2 

?~bl ~, O~erat1ons : iv1 sfon 
H. 3, 'ta t na r ,j -!na GJmoanJ' , : m:. 
l~O ; onsti tucion =ia: a 
~ar~fore 1 ~ : 06~03 

-~ucne ' c$i ano :J . 
: ;~o Srcl.:.way
Jtnver. :o 3C~~z 

.::..-:nur ''oung 5i. CJir.~an.( 
~ccur1ty Li fe !u i~ di ~g 
::anver , C'J 30: 'J,; ~=~= :. ihcn,a. r~ ·.,el$r, 
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ueets,or. No. t~u­

APP£:ND!X S'"-, 
Decis-i on Ho,. C80-Z08L 

Tht Sta t..e of Coi orado Pvo i ic U: n1': ~es. Conffl i s .sion is ue~'fng i: 1tAna9ement 

e:onsu l : i ~ fi nn to cond1.1c: a management aud 1t of the ~nagemant anG o~erations. 

o1 Puo ~i: Se~,•, :~ Com;111ny of Co joraoo. ihe wdi -: wou l ~ eneomP4SS Wes~ern 

~~ope G:i ~~lll?' "Y ~ i ~ bs i~i ary 9is ) ( ptli ne company , 1n 1oc i ~ i on t~ ':lie 

gu. ei et:-:-1 C' .enc s.team depa rtmen..s of Pub1 i c Se l"v 1 ce Company. 

Your ffrm i s amon; several -:nar. are inv f :.ed to submit a proposal ot suc:h an 

PuQ-l-k se,rvi~ :omoony is : ne hrge5: el ecdc ano gas ai s;ri oudon ,ompany 

1n 'the S;.ate o.:- Co l oraco and ts t.ne on i y sup?l f tr of steam unaer ;ne Juris• 

C: ~c:: , on or t il s C011111 ission. 

o· l2i9 . Curren: ·y tne c:irr.pany hes a fur:her i ncrease of s:21.1 mO l i or. _cefore 

:.ne Commi H ion , 

1.:~ i ic Se:"'n ; ! Comoar.y ha.s ~ncour,-:erec ser i ous prooi c:'ls i n i ts ronstr~ct ion 

1-tils corno l eteo rttany years ~enfoc: schedule ina :i!s na.o 4·1 m0s-: cor1t i nuous operatfng 

a 
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.

• • 

. ' . . 
It 1s rot· these r.:iJ ; ons ~h~t U1is Cc. .i1 hsi on wi!-hos to assutc the public, 

itscl r aud rt1b1 k Serv k~ Cci1lpany t.1,s t 12vur t l.in'J pos~ 1b1 e i:; bei nCJ done to 

lllake certa in tt,:: t ~1l avenues are2 be inq pu,·sued t llit ~11 l'"Csult in thr.t 

rr.cst cfffcic_nt poss ible oper ation. rt is belfe.ved that a l?l.&nagement audi t 
' 

The: attached rt'Oi)osal d~sign ar1d con-:ent h orfercd for your gu id~nco. 

£a_ch ~idder Hi\ 1 ba gi ven a specifi c tice pedotJ to q!Zestion Public Serv ic;e 

Campany offkta h citlter t,y telephone or persona 1 meeting after al 1 bidders 

hive indicated tileiY' fntercst in sub.":'IHti ng a proposal on this project. 

Propos~~s \·1tl i !le due approximately 60 .fays aft~r the fn fonnationa l contacts. 

Pl ease c1cknot-11~;e receipt of this l etter and whether er no t you' are interested 

in mak ir;g a pl"OJ.loSal fo r t iii s -aud it ~1 1980. 

'/er7 t ruly .,-ours, 

-H.'I rr:, t\ :id lt iOi' 11. J,·. 
Excc;:.,th·~ Secretal'Y 



----------- -------
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The Cou::-1 iss Iun , bi1 st1cJ urcni the ~·ccc,.;-· ::1d.1 ti o«-s Cl f Lli~ t:untracto,.. wi 11 so1C!c t 

the speci fk ~n:.1s LO b~ examined i :1 detct n <lu:rf n'] l lie~ second phase. l r 
1111 of the arcc1.s. :selc~~ed fa r ir1vcsti9a.tfo11 ~r~ beyond the scope- 9f tho 

sel'ec:t~d consul,tan t's -e1tpertisc , he :iH be allo\':Cd to !tUb-contrac:t s pecialized 

ass 1911ments-. (lg.-:evar, both the sr,ec i ric arca.s sub-c:o,ltrac ted and t Jt~ con-

sul t.111 ts sclc~tcd to pt:rfonn these- l'!.!Vi~t•J~ nn,st rece ive pri or approval from 

the Can:nhs ion. A,u, costs encountered for sob-contractCM! i:ssignm.ents wi l1 be 

assumed c,.clus ively by the" prt.11e contr&c tor \·Jithin the tota1' costs iUS igned 

for- thh cngll9~1~e,1t. \Jp-:)n compl etion of tne second phase.. the ~ontrattor 

r:i 1l submit a. comprohcns i va ;-,ri ttan ropGr~ to the Co~i ssicn which should 

i11elude -;.ha follo\1hg i tems: 

t. A sun::i.ary of f indioqs . 1nc1udi ng the d~ve1or,.,ieri t of 1nfonnat1Qn 

l cacli119 to the findings. 

2. Rec0:::n:?ndi1 t i 011s of cost -eff~ctiv:! actii:>ns t :.at ~ubl ic S-er,1ke 

Co:-np.:iny shou Id pursue to correc t any cafk f cnci-es which may ex ht . 

3. The dcvel0'7MiCtli:. of standards for the continuous l"'evie\'-1 of performance. 

ii , A -:H•sc,·1ptio:1 of s:,ccific ~re.as ~·,.alua~c-d tnd the methodolo(jy used 

fn rc1..dcwir.9 those ar2-c1s, 

3. The iSS t;r.,ptio,,s. w.1d~ by th!:!: c c,,t.rl c;Cor In j::1c l' r1:>nning the study , 

--: 1.e ~or1 : ,•.-:e,t.,,• i s rt.i •·th-?1· t..w.ectod t o ,1ssut t r.e Co,,:pa11y and the? Cor..:nfss1on 

in l ric ~.1p• c;-:1.1n t tllhrn of thoso rcco-·-·Jr,<l,~ ~tr,,,,_ 11ccrptnrl IJ;t t l:o Cou:utiH fon, if 

nc--~.: hi~ .,n,J h ! ~1·,•,1i l ,1ldc in t he ruLta·~ ~r, ;ir·l)•: ~,fo c,q;cn. tcstimon:,, on th~ 

f i r;: f :i~:: .r c.:d s s tu~,' 1t so r cc;ur•s :c<l. 
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c~ Rcv f el'.' and eva'i :Jat~ t he functione1 r es;:>ons i bili ! i es and i ut hori t ies 

-

12 
----·-- -.-- ------"'""!'"!1!1..--~ 



• 

•wor-~ OivJcr- C011tr91 

•Quality Assur ~11c~ Prol)ra:ilS 

• R 1 O runc.tions 

-FUELS ik\Itl\OEN8ff A:~n GA§..JU?PLV 

• 

•f'ov:er 111ant Opera t1ons 

•?u·.:c~· Poo1i '11,) arid Pu,·cha se J\g rea-:!n: s 

--cap.lcil:t Util haticu :ind /~a int::?n:.1tC::: S,:i1i:du1 i ng 

• S1Hei:i1 C'lhl'llchfo; :lnd Cont1·0~ 

---QpcN.t ion 

C•i-c.-o"-"' s·..·•r.-esv- l • ' ~ " C.1\ ~ ~-'--

13 



~£conctn le f\l\G lys i 

• !nt~rna1 AJd l~in9 

• ;o~\ ~l:0'1:1on Pr1,~1~es 

•R,;es 

PE~O:mi!.. ·:,a !..A.SOR ~~-Ai10flS 

•fltnpowtr Pi tnnin9 ana 011er:1-ro.e ?rac:ices 

·~•9t anc s~· iry !)r•etices 

·:~e:u: ive t~~ensa~ ion 

• tm;, i oyee ~entf t t.S 

Licor Reh: i on, 

· 11an69emen; Dive 101:fflten~ •nd 'Tra 1 ning 

~X'i':R!1:,1. ~£L~7 iOZIS 

•;:.v~ l1 c Rf~a~ions and C0fflnun1,a-:iool 

•~tgui :o~y Re1•ti~ns 

•.~; ~: l,tive Rt t:\ons 

•~~n,nc , ; c,r.mun, :1 

5.JP?0"'7 : ·:;:- i0::S 

•s; s , n~ Oi:, ~rocess ing 

~suppor; Fadit t ~H H&r,i ge.Jtilt. an; ?hnnini; 

.. ._ n: 1--•-ar.age,nenc 

•. n,uren,el C 1 • 1m1 

•:ra.nsµo ru:,on Management 

•J1uf"ct,vsw9. Mb ttn~ l s Manageweot anc Stores 

LC!1«1 1 

·,/or~ f'o,·:e ?iannfo; 4nd Uti l i t:a;i on 

•·?l'o~uc: hi h y M~uurement 

• 



Contractors l'fho subm;t a proposal may be required to make an oral preser,t.a­

t1 on of tt,ei,. proposa.J . Such ?tesenta t i ons pl"av-ide an oppottun1 ty for the 

,ontracto·t to '-larif.Y his proposal and allow the Coamhsion to obta1n 

answers to ques t ions they may have regarding the proposal . The lssu1ng 

0ff1r:& will ithedule these presentat14ns. 

Contractors who sul:mit proposals should provide: ,opies of ,.ecent :managemen t. 

audits for revi ew. These iudi ts should be submitted at tne same t i~e as tht 

proposa.1 . 

The selected contractor will be equ ired to assume respons ;bi lit:, for ,a 11 

sarv ices offer·ecf in his proposal . Further, the Conmisaion wil 1 consider 

the s~l e<;ted contractor to be t he sole point of conta-ct with regard t.-:J 

contracts. 

News releases pertaining to the RF? or t he study to whi ch 1t rala:as will 

not oe made without prior C0l1'1111'Sl fon approval. 

The ent i re proposal of the bidders i-ti 11 be made a'la il able for ~ublic fn ­

1spection. ?ledsc do not 1nclude !oy infor111at ion in ~he proposa l ,mich J'OU 

do no t wi sh r:ltased . 

cc:-tHSStml i';\;{T[CJ?l\itOll A s:dff 4Ud it manl}ger will be designat::!d ';Jy the 

Co1t1ni ss ion c.o coord t11.1te t he act wit f es of :!he contra,tor w1th t he Co:r:niss1oners 

:o 1ns1J1' ! s.it f~F,,\!~01·y ano t11u~ ly pcrfo1111unce oi the RfP i.1hen a·,,arded. The 

Co1mli~s 1on ,\11Ji c M11i111~1cr or: his dcsignll t e w11l be. u,e source of contact. fo r-

tht! c:rntr .1c:1Jr in a.ny di scuss i ons wi th ~he Cci1111i'isio,, , 

ihe Co1m11 ss :011 s-.aff ~il1 ta k2 par: in the se;idy on an ff a·, a. ll ai:Jle basis . 

The Co:111d ss 1011 w, 11 r ely !.:IPOII the Aud lt h1nager to answer- var- fous Qu eS'! i OtlS from 

: ~:::e ::.~ ~,~e ~bu~t t.!1e audit. and the rnana;ement anc operations of -:ne. s..ibjec: 
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utility, It wil l be necessary1 therefore, thet the Audit Manager be a .. 4-re 

of ~he work of ! he 1uanagement con-sultants. Th is will include ~ttending 

sei t,:ec f nterv ie~s a-nc moni tor i n~ : ht .s:-udy 's 1:>ro;re.u by both the Aud1t 

Mana9er ~nc des ignu.ee1 staff meawers. ln any even:, l '; is tx;,ec!ed tht:. -:h1 

in~ivi dua1 consu1tint usi gn~d to eacn !a.s): area wiil disclJSS f :.1 progress 

infonr,al1y anc cHrectlJ witn t.ne Audit Manager or his aes1gnates a.s neeaed. 

7he contractor 's willi ngness to work wi th the COll111iss ion staff in tne described 

HffOPJ1Ai!O:: R£0Ul R~ i=RQ;~ :orrTRACTORS 

Conttac:cr's propo5ai mus: be subnn -:.ted in :ne forma: out ine oel ow. Prepare 

c~nsecu ..i ve , y numbered pages with i no ex ubs for uc.n section out1i ned be1ow. 

$-•--;;:~~:; OF 711:: PROB !:4. S:6:.e. 1n succ1nct :!:rrns you~ t:naersund1ng of tne 

,rQol em o~se!l:!'c oy u,15 RF~. 

and a li st of the products :hat w1i1 be d~liver.ed. 

\~O~" P~~::. ,isl{ descrip: ions are to oe the guiae in describing your technic~l 

pl an for tc:o;;:::,1 hhfog : ne work. 7he :e..s k 11'~cr1p:1ons shoul~ be i n suf:h:ferr:. 

oe~:h t.o affcrd :.;,e Comnl ss ion a inorougn une1ers;~ncn,g of your wor k phn. 

Con trac:,ors at e eau:. i oned ~hat tne1r prnposal may b! rej e:ted i f their ~,ork 

olan does no~ include specif i c recOITVi'lenootion$ u :o now each of the :uk 

C!Scri p~ ions are to be acc0mo1 1sheo. 

a;propdJ :e . 111-ltcate spec 'ifi ta11y any mcrnagernen: auai ts of u~flities. 

::,-.per-fo.n::e sl\ovm sho.1.ild be wt0rk- <Hme by your c01npan_y ratner th~n by indivi.oua l s . 

St u~ie.i or ;, OjeCtS r efe..ret :~ 1hou'rd oe i der.t ~f i ed in:i ~ne n4me of -;ne cH t n~ 
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PE.RSOMNEL. tne1.lude the names of all personnel - executive, professiona.1, 

ma.nagenient analysts, systems analyst.s. auditors~ staff consu l tan ts , etc. "" 

that ~ill be engaged in tl'11 work. The1l" edac1tfon and exp1z-1anee in audi~irig 

a.nd management evaluations, especially for sta tionary uti11t1e-s , mu st be 

included. ln add1t1on, personnel employea ·by the "finalt stu consul ting finns 

that cJr! t o be assigned to personal int er•tiews by the Conmis-s ion if requested. 

These interv;ews wi11 be c-ondu cted at the C011111issfon offices in Denver 

pri or to the final seiection of a consult4nt. ( 

' STATEME:rr o,~ POTENTIAL CONFl ICTS OF INTERESTS. The consultant sh&l1 td,entify 

any relationships between · cself or i ts emolovees 3nd the utility to be 

aud i t!d or ; ts ,efflp loyees. 1f there have been no such re ationshi ps I a s~a te­

rnent to that effect 1s to be included fn the 11roposal. In order to ins.ure 

a com?ll!tely inde~endent study and pr ovide maidmurn credibility to the resultant 

report~ :he Commission may 11ot cons 1der prooosals :submi ~ted by consu ltants who 

nave performad s imila r \',ark (i nclud inq financfa ; aud f ts) for the ut ility uncier 

audit . The c:011su lti ng n rm sel acted s.hould agr!e not :o p.erfor-m subsequent 

•,vork for : bi 'i 1Jdl f t1 ror a period of one year following sui:mfssfon of a final 

r"'ep'O r t to the Ci?IM1fssi on . 

COST Ano PRtc:: /, •:~lYSiS . The informat ion requested 'n ::nh sect ion " S 

requ ir~d ~o suoport the reasonab1enejs or you r quotation. 

!. :-i.lnco1-:er Cos ts , : ::mhe so as ':o show the foilC''f i ng for ~~en cat2gory 

of personnel wi th a different rate per nour : 

Q . - ota 1 ca,s t f:ir uch category and f~r a11 r.ianpovnH• ne2c,. 

2 Cost oi Suoolfes and t1ataT~11ls. i:s11iz~. 

3 . ~Oll'i ll 1;:J tl t Costs. t:emit! as ;n 1 abo·1'?. 

....' ~1..=~~n:nc:: CJS ts. t te~i ;:~ i!S i n abc·,e .-
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1n relation to titne - ahead, behind.. or on schedu l e. 

2. St,tvs sheet indicat ing actual houn logged by categor'y 

(i.e., project manager. senior ana1yst or auditor, junior 

a11al yst or auditor, etc, ) ., material and su.ppJ 1es ,cast. and 

ot:tier costs, showing percentage of each in rel ation to 

proposa1 cost . 

3. I,:woices -snoul d be presented io the Campany monthly 

[nter1m reports (fn triplfca.te} should be in the hands of the Audit Manager 

by the lOt~ workfoq day following t he mo11th's end arid shall oe s-ubmitted for 

any mon t hs wot~e-d . 

Generally the procedure to del/elop the fin a l report w,11 evolve 1n three 

stages . A detailed description -of -each is listed below: 

Tr\SI( RE?ORiS . Tile tas~ reports of each fu.nc:i ona1 area will be Sctllt 
. 

to the Conmi ss 1or, for rev i e11 . The Co1Tmfssion wil approve the. rel ease of thE! 

repwts by the ,onsu l t.ant to ttie ut i 11 ty . For each task area, there wil 1 be 

a three-party 111eetinQ be tween the Company. Consult!nt and Audit Manager. Thi 

purpoi~ of the meet1ng ts to ~vi~w the consu ltant's findings i n e11ch task 

~rea with the Coinpa,1y '1 rnanigement respo,:isible for- tnat area . ihh process 

will ansur! tt1at. r.iater ia1 facts ha11ing an impact on the ffnd 1ng are not emitted. 

iile t.ask ,eports ,,rould be the ~s is of tne draft report. 

0~AFT ilHORL The draft: report shoul d coInpr 1se ~he task report1, manage-

1r.er,t .stLr.:ttary . and. r ecommenciai: l ons. The Compciiny and t:ie Conmission '"iil review 

th~ dr.:ift r c,,u,·:. pr ior ~u .i tFt.!~tlllcj vf ;11) Lhrcc (•dr~1cs. The C:m1pdny 1 s ca1111tents 

torn~ Jr ,\ft rl.!pu1•~ shoulJ ba 11rf?fhlrccJ fri wrtc1m, so t he consul~ant Cln ::iaie 

any cnl?r~i:: es of f.i~~ befor~ c-0n1plating t he final re:,ot:. The ccnsult!nt rrus~ 

aQJr'~ss i?aCh ~r the Comp.my' s couaqnants ·a t ne dnr;:. report at tne three pat",;y 

t ilt f~I :~•11n'l! , wri tt:n H\ ~er.nt noiogy chat wi 11 ::ie •r:eardn~fu1 :o mar.agement 
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and o~~e~s 9enert ll1 :clr.f11 fr wi t h ;.ne suuj ect areas: 

.. ' 

fying more forma i1 s-:.ic cost 0enef i t ana1 ys1s. 

lt Wl i l be necessa ry :na: recol'liJ1enoation1, espec ial ly tnose invclvi"g si gntfl­

an.. cos. sav ; r.~~, be juH~fi ed anc accomoanied by adeGuate oack-up informati on. 

:n ;>rovid'in; aoequaie. oeck- 1.11> tnforfilat ion for : hose r-e~o.:imenaa;.ions 1nYo1vi ng 

•-. 
". 

t ions. 

~- t0s .: of in1pi11tmen: ing :ne recoim,en,n1on. 
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