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A Letter from City Council 

Dear Boulder Residents and Businesses,

After months of rigorous analysis, hundreds of e-mails, questions and com-
ments from members of our community and hours of debate in Council 
Chambers, the important issue of where Boulder gets its energy is moving 
to a new arena––the voting booth.

On November 1, we will be asking registered Boulder voters several key 
questions that will determine how the city proceeds. Some of you will have 
the opportunity to make your voices heard for the first time. Others of you 
have been engaged in this conversation in a variety of ways already and are 
awaiting an outcome.

Throughout this process, Boulder City Council has adhered to an important 
set of community goals. We have heard from you that you want an energy 
supply that must be reliable and competitively priced, but cleaner and with 
as much local generation and decision-making as possible. While we do not 
all agree on the best way to get there, we are united in our support for these 
values and objectives.

We also are united in our belief that this is one of the most important issues 
of our time. For decades, our community has discussed the idea of breaking 
ties with the incumbent investor-owned utility and setting up its own elec-
tric company. We have never before been as well-positioned as we are today 
to ask if you choose to act on that idea. The decisions that stem from this 
discussion will affect our residents and businesses, both now and for gen-
erations to come. It is only fitting, therefore, that we make them together.

We know there are many questions about the Energy Future items we have 
put on the ballot and what the options mean for Boulder. Over the next 
few months, supporters and opponents will work hard to make their views 
known. This guide, updated from an earlier one released in June, represents 
the city’s most up-to-date attempt to provide clear and objective answers to 
the questions we’ve been hearing. We hope you find it helpful.

As City Council members, we serve you, and we want you to feel empow-
ered––no matter which way you vote––to play a part in this historic and 
momentous community decision. You Have the Power to Decide. 

Suzy Ageton
Matt Appelbaum
KC Becker
Macon Cowles
Crystal Gray

George Karakehian 
Lisa Morzel 
Susan Osborne
Ken Wilson
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Key Points, At A Glance [New!]

This guide is intended to provide the Boulder community with the 
technical, legal and financial analyses performed by city staff and con-
sultants over the course of the past year. It has been updated from an 
earlier version that was published in early June. While the city encour-
ages the community to read the guide in its entirety, many members of 
the public may not have as much time to spend on all the information. 
Following is a summary of the key points from the guide.

1. Voters will see two energy-related issues on the bal-
lot in November.

The first asks voters to authorize the creation of a locally-run elec-
tric utility. The utility would only be created once all start-up costs 
are determined, and if rates would be no more than those of Xcel 
Energy at the time of acquisition. 

The second asks voters to extend and increase the Utility Occupa-
tion Tax to fund the preliminary costs associated with determining 
concrete start-up expenses and setting up the local utility. More 
information on the ballot options can be found on pages 5 and 13.

2. Creating a local utility is technically feasible.

The City of Boulder can separate the portion of the distribution 
system that serves our community from Xcel’s larger system and 
provide electricity to homes and businesses using existing facilities. 
A new utility could access wholesale energy markets, and provide 
cost-competitive, reliable service.

The rates charged by a municipal utility could be comparable to 
Xcel Energy’s rates. A detailed cost analysis, based on publicly avail-
able information about Xcel Energy’s system, showed this to be 
the case. A comprehensive cost model was created to look at how 
customers’ costs would be affected when varying start-up costs are 
considered. In the low and initial case models, rates would be lower 
than those projected by Xcel Energy. Medium-risk and “worst-case” 
modeling shows bills could increase by 7% to 16%, respectively. The 
proposed charter language provides that council may create the 
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electric utility only if it can demonstrate that the utility can acquire 
the electrical distribution system in Boulder and charge rates that 
do not exceed those rates charged by Xcel Energy and that a careful 
consideration of rates be a key factor in all rate-setting.

3. Boulder has the legal authority under the Colorado 
Constitution and the city charter to municipalize util-
ity services in the city.

The ballot items this November are limited to electric utility serv-
ices. Natural gas service would still be provided by Xcel Energy. 

4. There are two principal costs associated with form-
ing a local utility that are not fully known at this time.

Acquisition costs, the cost of “purchasing the wires,” would be 
more finely tuned if voters approve going forward with forming the 
local utility. Stranded costs refer to investments Xcel Energy has 
made in facilities that generate electricity in the belief that it would 
continue to serve Boulder. Any dispute between the city and Xcel 
Energy regarding the cost of Xcel Energy’s reasonable and neces-
sary investments would be negotiated or determined by the Federal 
Energy Regulatory Commission (FERC).

5. Off-ramps have been built into the process.

This is to ensure that at any time during the process, Boulder could 
decide not to proceed with creating a local utility, if creating it turned 
out to be too costly.

6. If the ballot questions are approved by voters, the 
percentage of clean energy Boulder chooses would be 
determined through a “resource planning” process. 

With input from a broad range of electricity consumers, the City of 
Boulder would decide what type of energy it wants, and wholesale 
providers would bid on providing the service. The city would con-
sider price, reliability and environmental considerations in deter-
mining our fuel mix. 
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7. The City of Boulder would not have access to un-
limited bonding authority. 

City Council approved a debt-service ratio of 1.25%, meaning that the 
utility would not be created unless it shows that it can cover 100% of 
the operational and annual debt costs plus an amount equal to 25% of 
the annual debt costs. This cannot be done by increasing rates; the local 
electric utility cannot be created unless rates are the same or less than 
Xcel projected rates. 

What Are Voters Being Asked to Consider?
[New!]
The City Council passed two ballot measures that will appear on the 
Nov. 1, 2011, ballot. There is a municipalization ballot measure and an 
interim revenue measure.

The first ballot measure requests authority from the voters to create, 
maintain, and operate a municipal electric utility. The utility would be 
able to deliver services that include energy generation, renewable en-
ergy, energy conservation, and electricity distribution systems. 
It also asks the voters for the authority to issue enterprise revenue 
bonds. This type of bond is paid back solely from the revenues of the 
utility. They are not paid with tax revenues. The proceeds of the bonds 
would be used to finance the costs of acquiring the electrical distribu-
tion system from Xcel Energy and other vendors.

The ballot measure provides that the City Council would be required to 
determine that it can acquire the electrical distribution system in Boul-
der and charge rates that do not exceed rates charged by Xcel Energy at 
the time of acquisition. The rates would need to produce revenues suf-
ficient to pay for operating expenses and debt payments of the utility, 
plus an amount equal to twenty-five percent (25%) of the annual debt 
payments. In addition, the utility must have reliability comparable to 
Xcel Energy and a plan for reduced greenhouse gas emissions and other 
pollutants and increased renewable energy.

The ballot measure also includes an amendment to the City Charter 
that provides for the governing principles for the electric. The charter 
amendment details utility service standards, the creation of an electric 
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utilities department and electric utilities board, and the general powers 
and limitations of the utility.

There is also a ballot issue that provides for interim revenue. The bal-
lot issue authorizes an increase in the Utility Occupation Tax by $1.9 
million annually. The purpose of the tax would be to fund the costs of 
further exploration of and planning for both the creation of a municipal 
electric utility and acquiring an existing electric distribution system. 
The tax would expire on the earlier of: (1) Dec. 31, 2017, (2) when the 
city decides not to create a municipal utility, or (3) when it starts provid-
ing municipal electric utility services.

ARGUMENTS USED FOR AND AGAINST [New!]

Those IN FAVOR OF a local utility say:

4A local utility, free from the state regulations and shareholder 
pressures that govern Xcel Energy, would be able to increase 
renewables and support local energy-related businesses while 
maintaining reliability and lowering rates. 

4The community would benefit from more of a say in how and 
where it gets its energy. 

4Other local governments run energy utilities successfully.

4Opportunities exist in Boulder to tap local resources to gener-
ate more power here and less from coal plants.

4A local utility would stimulate Boulder’s economy by provid-
ing partnership opportunities and enhancing Boulder’s reputa-
tion as an energy innovator.

4Revenue collected from customers would stay with the city to 
pay off debt associated with the creation of the utility and sup-
port its energy goals. 

4City staff and consultants have performed a detailed cost 
analysis based on publicly available information about Xcel 
Energy’s system. If Boulder voters support forming a local util-
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ity, the city will be able to begin negotiations and court actions, 
and Xcel Energy will be required to provide more detailed 
information. With that more detailed information, an enhanced 
analysis of final costs can be performed.

4Several off-ramps exist in the city’s plan that would allow 
council to change direction later and not issue bonds if the 
community’s goals, including those related to costs, cannot be 
achieved. 

4The municipal utility would not be created if its rates would 
exceed Xcel Energy’s rates.

Those OPPOSED TO formation of a local utility say:

4The costs of starting up and acquiring the system that Xcel 
Energy currently owns to distribute power would be too expen-
sive and put the city at unacceptable financial risk. 

4The accuracy of the city’s cost estimates are questioned, and 
opponents point to figures provided by a consultant for Xcel 
Energy who says expenses would be millions of dollars higher. 

4The process could involve lengthy and expensive court 
disputes –– and these expenses, as well as higher acquisition 
and start-up costs, would lead to increased rates. Fixed-income 
residents and businesses cannot afford higher rates.

4Higher rates could have negative impacts on the community’s 
economic vitality by discouraging business development.

4The City Council cannot be depended upon to make prudent 
decisions about rates and utility operations. The business com-
munity, which pays some of the highest electric bills, will not 
be adequately represented in the ratemaking process so their 
specific needs will not be addressed.

4Reliability of service could be at risk.

4The city could better use its money working within the cur-
rent system and finding ways to increase renewable sources on 
a local level. 
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4There are other, less risky ways to accomplish the commu-
nity’s Climate Action Plan and energy goals.

Article X, Section 20, of the Colorado Constitution (TABOR) and CRS § 
1-7-901 allow citizens to file written comments in favor of or against any 
ballot question related to taxes or debts with the City Clerk by Friday, 
Sept. 16, the forty-fifth day before this year’s Nov. 1 election. The City 
Clerk must mail a 500-word summary of properly filed comments to 
each registered elector before the election. If you have particular ques-
tions about any of these materials, please contact Alisa Lewis, city clerk. 

Want to Know More?
Why are we having this discussion?

Boulder currently receives electrical power service from Xcel Energy, a 
regulated monopoly that serves many communities in several states. 
Last year, as the city’s 20-year franchise agreement with Xcel Energy 
was coming to an end, City Council had concerns about signing a new 
long-term agreement and decided, instead, to give the city time to study 
possible alternatives. The city spent the first part of 2011 building upon 
earlier studies to develop the analysis the city has done to date. Now two 
options are on the table. These are discussed in detail later in this guide.

I don’t see a problem. What are we trying to fix?

By passing the Climate Action Plan tax in 2006, Boulder made a com-
mitment to reducing its carbon footprint in response to the climate 
change crisis. The city wants to ensure that it is planning for an energy 
future that is both economically sustainable and environmentally 
responsible. The overall goal is to make certain that Boulder residents 
and businesses have access to reliable power that is increasingly clean 
and competitively priced. Our community has also said it wants as 
much of its energy as possible to be generated locally and wants more 
of a say in decision-making about where our power comes from, what 
we pay for it and what investments are made with the revenues.

Why now?

Boulder has a history of engaging the entire community in planning 
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for our future. This discussion is part of that history. Boulder has spent 
several years analyzing its energy options. Despite efforts on both sides 
to reach a new partnership with Xcel Energy, that does not appear to 
be an option at this point. The city has produced a feasibility study of a 
local utility using all the data available at this time. The city needs addi-
tional information to develop a firm cost model, but Xcel Energy is not 
required by law to participate in the process necessary to obtain these 
costs unless the voters authorize formation of a municipal utility.

Our community needs to make decisions about how we want to posi-
tion ourselves in a changing world, carefully considering how our 
decisions will shape the future of our community, our economy and our 
planet. In addition, Xcel Energy is poised to make significant invest-
ments in fossil fuel generating resources. If a municipal utility is cre-
ated, the city hopes to maximize the benefits for our local businesses 
and residents while setting an environmentally and economically 
responsible path for years to come.

Boulder Energy Basics
Before we can ask you to consider the future, we want to provide some 
information about our current system and how it operates. The city has 
worked to establish a solid foundation by acquiring a clear understand-
ing of the current and potential energy system in Boulder.

How much electricity do we use in Boulder?

In general, Boulder’s electric customers are classified as residential, 
commercial or industrial. The largest group of customers is residential, 
although the largest portion of electrical use or demand is from indus-
trial customers.

As you might imagine, electricity use in Boulder fluctuates based on the 
time of day, seasons, weather and consumer choices. To provide some 
perspective, total electricity sales in Boulder in 2010 were approxi-
mately 1.4 million megawatt hours for the year, or $114 million based 
on current rates. About 18 percent of that is from residential customers, 
81 percent from commercial and industrial customers, and the remain-
ing one percent for street lighting. The current demand (or “load”) 
depends on how much electricity consumers are using right now. While 
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the load changes every time someone switches a light on or off, the sum 
of loads due to a large number of consumers varies slowly. In addition 
to the supply needed to meet real-time demand, some “reserve” gener-
ating capacity must be kept in case of unexpected events.

The term “peak load” refers to times when everyone is using the most 
electricity. This is the highest level of demand that the system must pro-
vide. In Colorado, peak loads occur during the hot summer days when 
many people switch on their air conditioners. Responding to short 
spikes in peak demand is challenging and more expensive for the utility.

So where does all that electricity come from?

We all expect electricity to be available whenever we plug in an appli-
ance, flip on a light switch or run our business machinery. Satisfying 
this demand requires an uninterrupted flow of electricity. To meet this 
requirement, we depend on several types of generating units powered 
by a range of fuel sources. These include fossil fuels (coal, natural gas 
and petroleum) and renewable fuels (solar, water, geothermal, wind, 
biomass and other renewable energy sources).

Boulder receives its power from Colorado’s largest investor-owned 
utility, Xcel Energy, headquartered in Minneapolis, MN. Xcel Energy 
operates major electricity generating facilities that use a variety of fuel 
sources, including coal and natural gas. Xcel Energy also has smaller 
facilities that generate electricity from the wind and sun. Xcel Energy 
also purchases energy from City of Boulder-owned hydroelectric plants. 
In 2010, Xcel Energy generated 61 percent of its Colorado electricity 
from coal, 28 percent from natural gas, and 11 percent from renewable 
sources, such as wind and solar.

All of these generation facilities feed into “the grid” from which we get 
our power. The grid is regional, so although the Valmont Plant is close 
to Boulder, for example, it does not directly provide generation just for 
Boulder; it puts electricity onto the regional grid, from which each of us 
then gets our power.

When do we use the most power? Does it matter?

Managing electricity consumption is extremely important, because 
when customers need more power, the power provider must make sure 
it’s available. Having more generation capacity typically means invest-
ment in expensive new generation plants, which often increase rates 
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and create pollution. The following chart shows Xcel Energy’s Colorado 
customer demand in the past decade, starting in 2000:

So, while the number of customers has grown with the population, the 
use per customer has outpaced that growth. Not only are there more 
people and businesses using electricity, but more is being used by each 
customer, and, as the increase in peak demand shows, more is being 
used during times of the day when energy is the most expensive for the 
utility to produce or purchase.

What do customers in Boulder pay on average? And 
what is likely to happen to my bill over the next sev-
eral years?

Boulder customers spent approximately $114 million for their elec-
tricity in 2010. The average annual cost for a residential customer was 
approximately $700, while the average annual cost for a commercial 
customer was approximately $10,500. Since January of this year, Xcel 
Energy’s rates have increased by 7 percent. The utility is projecting addi-
tional rate increases over the next few decades because of its invest-
ments in new generation. Not taking into account any potential new 
taxes or other regulations that might create a price on carbon emis-
sions, Xcel Energy expects its rates to increase by about 4 percent in 
constant dollars by 2020 (33 percent after inflation) and about 8 percent 
by 2030 (78 percent after inflation). However, many factors shift over 
time. If carbon prices come into play, higher rate increases are likely.

Number of 
Xcel Energy 
Customers 
in Colorado 
went up 15%

Electric use 
by customer 
went up 19%

Peak demand 
consumption 
went up 39%

In the last decade

+15% +19% +39%
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Who makes decisions about where Xcel Energy gets 
its power and how much it costs us?

In short: Xcel Energy, the Colorado Public Utilities Commission (PUC), 
and the state legislature. Decisions about energy supply and costs are 
made by Xcel Energy, which is regulated by the PUC. The PUC operates 
under the state legislature’s policies and laws, and its three members are 
appointed to staggered terms by the governor. Boulder residents and 
businesses have very limited say over where our energy comes from and 
how it is managed, but the city can and does try to influence decisions 
by formally engaging in proceedings at the PUC, or working with the 
Colorado legislature for statewide policy changes. 

How are technology and innovation impacting the 
field of energy? Are there opportunities that exist to-
day that didn’t exist a decade ago?

Boulder is exploring its options against a backdrop of rapidly moving 
technological developments in energy. Renewable energy is creating a 
new trend toward distributed generation. We are already seeing inno-
vative new ways to monitor and manage flows of power through the 
local electricity distribution system. As we discuss below, smart grid 
technologies are changing the ways that distribution systems operate. 
While this has not been fully realized with the smart grid in Boulder, 
some believe these types of technologies will pave the way for more 
local control and balancing of both energy supply and demand. These 
technologies also permit the addition of advanced storage devices, such 
as batteries, flywheels and fuel cells to maintain reliability as renewable 
energy is increased. These new technologies also facilitate sophisti-
cated energy conservation programs that can reduce demand through 
customer interactivity. In other words, the electrical grid is increasingly 
starting to look like the Internet—a platform for innovative applications 
where energy and information can flow in a decentralized way.

What portion of our community is taking advantage 
of existing programs and rebates to promote efficien-
cy, conservation and use of renewables?

Many Boulder residents and businesses take part in existing programs 
and incentives that include: energy efficiency, demand response (reduc-
tions in demand during system peak hours that help reduce costs), 
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green pricing (customer purchases of renewable generation above and 
beyond what Xcel Energy provides to all customers), and solar (installa-
tion of photovoltaic systems that generate onsite electricity).

In fact, Boulder’s customers represent a substantial share of the par-
ticipants in Xcel Energy’s green pricing program called Windsource. 
While Boulder represents approximately 3 percent of Xcel Energy’s total 
annual residential sales, 6 percent of its business sales, and 5 percent of 
overall sales, Boulder customers represent:

	 16 percent of Windsource purchases;
	 20 percent of rooftop solar installation;
	  7 percent of energy efficiency rebates, including 
	  9 percent of rebates to business customers; and 
	  3 percent of residential load management installations.

What Are the Options? [New!]

Throughout this analysis, the city made this commitment: our com-
munity’s decision will be grounded in solid data, an understanding 
of the implications and clear communication to support an informed 
choice by Boulder voters. City Council has now reviewed the findings of 
consultants and staff, considered the options and decided what items it 
will place on the ballot.

Option 1: Gathering firm costs associated with the 
possible purchase of Xcel Energy’s distribution sys-
tem and authorizing the formation of a municipal 
power company

This option requires a positive vote on two separate ballot questions:

1.	 A temporary tax to fund final legal and engineering studies
2.	 Authorization to create a local utility and issue bonds

First, voters will be asked whether they approve funding to begin the 
final engineering and legal steps required to arrive at firm acquisition 
and startup costs. The second ballot question asks for authorization to 
form a new energy utility.
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If the voters approve the first ballot question, the city will be allowed to 
raise the money necessary to initiate the additional steps that are key 
to determining final acquisition and related costs, as these are decided 
by independent courts and regulators. If the voters approve the second 
ballot question, the city will have authority to create the utility and 
issue bonds to purchase Xcel Energy’s system if the final costs result in 
comparable rates.

Option 2: Keeping the system the way it is 

If voters do not approve the ballot issue regarding the creation of a local 
electric utility, Xcel Energy would continue to provide electricity and 
natural gas service to Boulder, using its existing business model and 
treating Boulder the same as the rest of its service area, with the excep-
tion that it would not set aside 1% of revenues collected in the city for 
the purpose of undergrounding overhead wires. 

In addition, it would collect the Utility Occupation Tax rather than a 
franchise fee and it would continue to collect the CAP Tax. Xcel Energy 
passes the Utility Occupation Tax through to its Boulder customers 
on their monthly bill and remits the amounts collected to the city to 
replace money Boulder would have received if the city had signed a 
20-year franchise agreement. The CAP Tax is also collected by Xcel 
Energy on its Boulder customers’ monthly bills and is remitted to the 
city to support energy conservation programs. These taxes will expire in 
2015 and 2013, respectively, unless voters approve an extension of these 
taxes. Until then, or for a longer period if voters extended these taxes, 
the city would conduct an analysis of its current programs and work to 
determine what, if any, additional localization strategies are possible. 
Current laws and regulations that apply to cities under investor-owned 
utilities could limit Boulder’s ability to enact significant changes under 
this option. More information about this is presented later in this guide.

Why is there no option that involves a new partner-
ship with Xcel Energy?

The city and Xcel Energy have worked over the past several months to 
develop and refine possible scenarios that would allow for a new part-
nership that would keep Xcel Energy as the community’s provider of 
electricity and accomplish Boulder’s energy goals. The most recent, and 
most specific, was a wind purchase proposal that Xcel Energy brought 
to the table at the end of May. Representatives from city staff and the 
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utility negotiated over several weeks to see if they could reach mutually 
agreeable terms and present this alternate proposal to council for its 
consideration. These negotiations broke down on July 12.

Why do we have to buy the poles and wires of an old 
system to accomplish our goals? Why can’t we just put 
more money into renewable energy here in Boulder?

In Colorado, the law requires that an area (called a “service territory”) 
be served by just one retail provider of electricity. That sole provider of 
electricity, most commonly an investor-owned utility, owns the genera-
tion, transmission and distribution systems necessary to deliver elec-
tricity to the retail customers within its service territory. 

Because it has this monopoly status within its service territory, an 
investor-owned utility, like Xcel Energy, is also highly regulated by the 
Colorado Public Utilities Commission (PUC). The PUC reviews filings 
made by an investor-owned utility regarding the cost of operations 
throughout the utility’s service territory and approves the utility’s rates 
to ensure that the public interest is being protected. 

The PUC has ultimate approval authority over issues that involve any 
cost to ratepayers including rate-making, metering, billing, customer 
service and operations. But control over these areas is needed in order 
to implement many of the “localization” strategies and technologies that 
have been discussed in Boulder in recent years. In order to implement a 
localization strategy, Boulder must seek the approval of both Xcel Energy 
and the PUC before it may pursue many of the localization strategies. 

The PUC considers the interests of all ratepayers in a utility’s service 
territory. Boulder represents about 5% of Xcel Energy’s service territory 
in Colorado. The rules of the PUC prohibit Xcel Energy from treating 
Boulder differently than it does every other community in its service 
territory, so unless a particular localization strategy is available to all 
similar customers, the PUC cannot approve it. 

Municipal utilities are governed by different laws and are not subject 
to the jurisdiction of the PUC. Instead, municipal utilities set their own 
rates and determine how and from whom they will acquire power. How-
ever, in order to be subject to the laws that govern municipal utilities, a 
city must acquire the “poles and wires” necessary to distribute electric-
ity throughout the city. 
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These two factors—the authority needed to implement new localization 
strategies and the regulatory structure under which the existing utility 
must operate—are central to why the question of municipalization is 
being considered in Boulder.

Local Utility: The Technical Specs
What systems would the city have to take over to pro-
vide energy to residents and businesses?

In today’s environment, forming a local power company requires the 
purchase—either through voluntary sale or through a condemnation 
process—of the existing utility’s distribution system. Distribution is the 
part of the system that actually delivers the electricity to the customer, 
and includes mains, conduit, electric wires, poles, feeders, substations, 
transformers, etc. It could also include street lighting facilities. A major 
component of the acquisition process is determining the value and final 
purchase price of the distribution system.

What would the sources of our power be? What about 
renewable energy?

A Boulder municipal utility would purchase electricity for delivery to 
the local distribution system from the competitive energy market, just 
as all utilities in the region do. The type of energy (renewable versus 
non-renewable) would be determined through the creation of the local 
utility’s “resource plan,” which would take into consideration cost, envi-
ronmental characteristics and other factors. Any resource plan would 
need to take into account the volatility of fossil fuel costs, just as utilities 
everywhere are recognizing the financial risk involved in carbon inten-
sive fuel sources. 

Does this vote involve natural gas? [New!]

The current ballot measures only anticipate that the city would pur-
chase the electric distribution system and do not include purchase of 
the existing pipes that deliver natural gas to Boulder customers. 

Would our electricity be as reliable as it is now? 

Yes. The highest priority goal of Boulder’s energy planning effort is to 



17

“ensure a stable, safe and reliable energy supply.” All utilities in the US 
are required to maintain strict reliability standards put in place by the 
North American Electric Reliability Corporation (NERC). NERC has the 
legal authority to enforce compliance with its Reliability Standards, 
which it achieves through a rigorous program of monitoring, audits 
and investigations, as well as financial penalties and other enforcement 
actions for non-compliance.

Municipal utilities have a strong record in terms of power reliability, 
quite logically because their customers care about this, and they need 
to keep their customers happy. Municipal utilities can respond quickly 
to emergencies because local crews live in the community, are account-
able to local officials and possess expert knowledge of the system. 
In addition, a Boulder utility would be focused on ensuring reliabil-
ity within a well-defined, compact community. It would not need to 
address service reliability in very low-density rural areas, where system 
maintenance is more challenging and costs per customer are generally 
higher. Also, in the event of a major outage, public power utilities coor-
dinate with other utilities through mutual assistance programs. Such 
programs already exist between regional public power companies, such 
as Longmont, Loveland and Fort Collins.

Is more local power and local renewable energy gen-
eration possible? 

To help answer that question, the city contracted with the firm Local 
Power, Inc. (LPI) to conduct a preliminary study and develop the outline 
for a potential “energy localization plan.” The firm considered a range 
of technical options for developing and enhancing local and renew-
able energy generation (including hydroelectric, solar, bio-gas, storage/
backup and heat districts) as well as options for increasing the effi-
ciency of energy use and management in the city.

The most important finding from the preliminary analysis is that 
substantial opportunities exist to generate renewable energy locally 
both within Boulder and within a 10-mile radius of the city. Some of 
these opportunities are: deployment of small- to medium-sized solar 
projects; district heating; and partnering with large commercial and 
industrial facilities to develop co-generation systems and innovative 
electric storage. These localization efforts include system redundancy 
for increased reliability and technology to dynamically balance electric-
ity demand and supply.
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Local government isn’t alone in exploring these possibilities. Apart from 
the city’s efforts, the University of Colorado (CU) campus is investing in 
its own “localization” strategy. CU is bringing back online a natural gas 
generation facility that will supply both electricity and district heating 
to the campus. The university is also utilizing “intelligent grid” technol-
ogy to achieve high levels of efficiency.

I want to know more about Smart Grid. What is it, 
how does it work and how might it factor into a local 
power utility?

In general, “smart grid” refers to information and communications 
technologies being integrated with the electric grid to make it more 
efficient, flexible, and reliable. It has potential benefits for consumers.

Smart grid technologies can help utilities know how much power is 
being used on each part of the grid, and where there are problems. They 
can also support the integration of wind and solar power, and control 
voltage to reduce power losses and manage demand. Consumers can 
see benefits in the form of improved power quality and faster (even 
automatic) restoration of outages. This can be particularly appealing to 
businesses and research institutions, as even micro-second outages can 
ruin sensitive industrial processes or interrupt supercomputers.

Additionally, a smart grid can give consumers the ability to see how 
they use energy with much more detail than their monthly bill. They 
can learn how much power they consume, when they consume it, and 
even know its environmental impact. Consumers can use this informa-
tion to make choices about investing in energy-efficiency measures for 
their home or business. These decisions could vary from unplugging a 
phone charger when not in use to adding attic insulation, using less air 
conditioning, or re-tooling a business process to use power when it is 
less expensive.

Increasingly, utilities and vendors are offering consumers devices— 
even smart phone apps—that customers can use to automate their 
energy use in response to price or environmental signals. For example, 
consumers can program their dishwashers to run at night, when power 
is cheaper and wind power is more available. They can even be com-
pensated with lower rates for doing so, as choices like these help shift 
consumption away from peak periods and reduce the cost of supplying 
power for everyone.
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Utilities throughout the world are installing smart grid systems, and 
Boulder is the site of Xcel Energy’s SmartGridCity™ project. Xcel Energy 
is piloting different rate structures and home energy control systems 
that could help homeowners shift their energy use away from expensive 
peak periods.

The city is currently working to better understand the system that Xcel 
Energy has deployed, and the specific technologies upon which it is 
based. This information will be helpful regardless of whether a local util-
ity is formed. However, in the event that voters choose to create their own 
utility, additional analysis will help inform whether or how the installed 
smart grid might be utilized to help Boulder meet its energy goals. 
Municipal utilities in Sacramento, CA; Tallahassee, FL; and Naperville, IL, 
among others, have deployed well-regarded smart grid upgrades to their 
electric distribution grid that could provide valuable shareholders. 

Wouldn’t a municipal electric utility have the same 
expenses as an investor-owned utility? 

Xcel Energy’s business model––like those of most investor-owned utili-
ties––is a response to financial incentives that have developed over 
time in the governance of regulated utilities. Since utilities are usually 
monopolies, they are regulated by Public Utility Commissions. Because 
they are required to provide energy at “least cost” to ratepayers, they are 
guaranteed a rate of return (profit) on their capital investments. This 
means that the more power plants and transmission infrastructure that 
utilities build, the more money they make. Xcel Energy has a strategy 
called “Building the Core” that focuses on building or upgrading facili-
ties and getting those investments included in customer rates. One 
example is Xcel Energy’s new coal-fired power plant in Pueblo, which 
has necessitated several rate increases. The rates for a municipal elec-
tric utility would not include this return on investment to shareholders.

Local Utility: Management & Governance
Is the city capable of running a utility?

Utilities are typically a division of the city that is engaged in regularly 
supplying the public with some commodity or services. Boulder already 
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operates three utilities. Boulder’s water utility dates back to 1874, when 
the voters passed a bond issue to publicly fund the city’s water works. 
The city sought and received voter approval for sewer bonds in 1895. 
And while the establishment of a flood control and storm water man-
agement utility occurred more recently, it was still decades ago, in 1973. 
There is strong history here. 

It is not uncommon in Colorado for cities to also operate utilities 
for gas distribution, electric distribution, or transportation services. 
Twenty-nine cities in Colorado already run their own energy utilities 
and there are a variety of models for this. Some cities run their utilities 
themselves, while others contract with vendors to maintain day-to-day 
operations. No decision has been made yet about how Boulder would 
operate its utility, but a Boulder-owned utility would be able to choose 
where it gets its power and how to invest its revenues. It could continue 
to purchase energy from Xcel Energy, or from other providers. Regard-
less, Boulder would still be “tied” to the regional energy grid, and state 
law would guarantee Boulder customers maintain access to reliable 
power. Key goals of this new utility would be to increase renewables and 
emphasize local generation as much as possible.

None of Boulder’s current utilities rely on tax revenue––each utility’s 
rates and fees pay for the service.

A variety of options are being considered for how a new electric utility 
could be operated. Currently, the day-to-day operations for the city’s 
utilities are the responsibility of the city manager. The city manager hires 
an executive director of public works who is responsible for ensuring that 
service is delivered to local customers and for the maintenance, long-
term planning, capital construction, billing, and day-to-day operations.

Boulder’s City Council serves as the board of directors of existing city 
utilities. The City Council sets the general direction for the utilities and 
acts as the approving authority for budgets, rates, regulations, disposal 
of property and the use of eminent domain. The activities of the existing 
utilities are further supported by the Water Resources Advisory Board 
(WRAB). WRAB is a board of citizen volunteers who provide recommen-
dations to the City Council and the city manager on capital improve-
ments, environmental assessments, utility master plans, and policies 
related to utility operations.

City utilities are highly accountable to their customers because they are 
regulated locally, not by the statewide Public Utilities Commission. In 
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addition, the City Council meets publicly with open comment forum 
at least twice a month, providing customers with an opportunity for 
direct access to those responsible for operations. The council members 
are elected at large and are held accountable by the voters. Also, advi-
sory board members often serve terms that are longer than the council 
members. This provides another layer of accountability and stability 
over time.

While the city’s current management of its utilities is one option, some 
cities contract with outside vendors who have considerable experience 
and expertise in managing a public utility. That is another option being 
considered, as these companies would bring extensive utility opera-
tions experience. In fact, some of the potential vendors operate electric 
utility systems that are larger than Xcel Energy’s Colorado service terri-
tory. This is a decision that would occur after a vote of the people and 
further refinement of how a utility should be structured.

How would an advisory board be structured? [New!]

The advisory board would have nine members who would serve stag-
gered five-year terms. All members would be appointed by City Council. 
The board could include up to four non-residents to allow for involve-
ment of business owners and employees of businesses that pay electric 
bills within city limits.

Local Utility: Financial Considerations
What kinds of costs are associated with forming a lo-
cal power utility? 

Forming a local power utility in Boulder would involve buying the dis-
tribution system (poles and wires) from Xcel Energy. Initially, the local 
utility would buy power services from third parties and pay a trans-
mission fee. The local utility might also purchase and operate its own 
generation facilities at a later date.

The primary costs associated with forming a local utility include:
Legal and engineering fees to negotiate the purchase of the system from 
Xcel Energy and to determine the local utility’s boundaries based on the 
technical capabilities of the system.



22

Acquisition costs to purchase the distribution grid from Xcel Energy, as 
well as potential “stranded costs.” Stranded costs are those that an exist-
ing utility is allowed to try to recoup from a new local power company 
to make up for prior investments made on behalf of the departing cus-
tomers, or for loss of revenue. There are specific and legally regulated 
guidelines for calculating these.

Start-up costs to set up the infrastructure to operate a utility. This could 
include the costs of transferring data from Xcel Energy, purchasing 
software and computers, recruiting skilled employees and finding a 
building for them, and other administrative expenses. Once the utility is 
open for business, the costs include:

Power purchases: Costs to buy the power supply that 
will be delivered in Boulder. (Estimated to be 70 percent 
of annual costs)

Operations: Costs to operate, administer, and man-
age day-to-day utility operations. (Estimated to be 11 
percent of annual costs)

Debt service: Repayment of debt on the acquisition 
and start-up costs. (Estimated to be 19 percent of 
annual costs)

These costs are similar to the costs paid in Xcel Energy’s current electric 
rates (power purchases, operations, and debt service). The debt service 
included in Xcel Energy’s rates is for any capital improvements or new 
projects that Xcel Energy finances, such as expanding a distribution sys-
tem or building a new coal generation plant. 

How would the city fund this? [New!]

If approved by the voters, the increase in the Utility Occupation Tax 
would be used to fund initial legal and engineering costs. These costs 
would be incurred from the time of a vote until the time that the electric 
utility is operational or City Council decides to not move forward with 
acquiring the distribution system. 

If voters approved creation of the utility and the final acquisition costs 
were deemed reasonable (i.e., would not result in higher rates than Xcel 
Energy’s), the city would issue municipal revenue bonds to purchase 
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the system from Xcel Energy. These bonds would be repaid completely 
through revenues generated by the utility, not from taxes.

How do bonds work? How would the city assure lend-
ers that the bonds would be repaid? [New!]

Our current electricity rates include debt repayment for bonds that Xcel 
Energy has issued to build and expand its system. So, the issuance of 
bonds and the customer’s role in helping to raise the revenue to repay 
them is not unique to creating and operating a local utility. Boulder cus-
tomers are already repaying debt for the system. It is simply debt that 
has been incurred by Xcel Energy instead of a local power utility.

The city routinely issues bonds to borrow money for investments. The 
bonds are repaid with interest over a certain period of time. For the 
purposes of a local utility, the bonds issued would be revenue bonds. In 
other words, the revenues of the utility are used to repay the debt.

Are there any limits on the bond amount? [New!]

Bond limits are not included on the ballot since the city does not 
know the exact costs of acquiring the system. Additional measures 
were included in the ordinance to limit the bond amounts at the time 
of acquisition. A provision is included that rates cannot exceed those 
offered by the current provider, Xcel Energy, at the time the city pur-
chases the system from Xcel Energy. This provision, coupled with the 
requirement that the utility must be able to generate revenue sufficient 
to pay its operational expenses plus 125% of the annual debt service, 
essentially places a cap on the amount of money that the city can bor-
row to acquire the system.

I’ve been hearing the term “cost model.” What is that 
and what is it used for? 

A cost model is a tool to test the financial viability of the creation and 
operation of a locally owned, non-profit power utility. Utilities across 
the country, including Xcel Energy, use cost models to analyze likely 
expenses and set utility rates based on revenues, operating costs, power 
purchase prices, and anticipated debt service. The city’s model also 
includes reasonable estimates, determined by the city and its consult-
ants, about what the city should pay to purchase Xcel Energy’s distri-
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bution system. The city’s model was created with flexibility built in, so 
some increases in costs could be absorbed without impacting custom-
er’s bills. The city’s model was reviewed by several independent industry 
experts, and was determined to be sound.

While useful, no cost model is proof positive that a potential utility’s 
plans would be financially feasible. All cost models include estimates. 
The city’s Energy Future team used conservative estimates to ensure this 
model is as reliable as possible. The team then confirmed these estimates 
with numerous utility experts. By law, Xcel Energy is not required to pro-
vide detailed data regarding purchase of their system and other related 
expenses until the residents of Boulder vote to create a local power utility. 
If this process moves forward, the model will be refined with firm costs to 
determine the final feasibility before any bonds are issued and a formal 
decision is made about whether to start a utility.

What do the City of Boulder’s financial analyses and 
cost models show? [New!]

The financial analyses show that it would be possible to purchase Xcel 
Energy’s distribution system, launch a locally owned power utility using 
the same fuel portfolio that Xcel Energy does, purchase power, operate 
the utility and repay debt without raising rates above what Xcel Energy 
is already charging or has estimated that it will charge in the future. The 
consultants have determined that the utility would have a net present 
value of $112 million over 10 years. The cost model is limited, because it 
only includes costs that can be determined now. It is possible that there 
will be additional costs and higher amounts, although as stated before, 
there are limitations to what council can accept. 

What numbers has the city plugged into the base case 
cost model and why?

1. Facility Acquisition - $121.3 million
The facility acquisition price includes the cost of purchasing the electric 
distribution system that currently serves the city. Facility acquisition 
can also include stranded costs: money that might be owed to Xcel 
Energy in recognition of prior investments that were made in anticipa-
tion of continued service to Boulder’s customers.

The facility acquisition price represents the city’s position about the 



25

value of Xcel Energy’s electric facilities serving the city. Every utility has 
a component in its rates that represents the cost of its facilities. The 
cost of acquiring Xcel Energy’s assets would be the new utility’s facility 
cost. While the facility acquisition cost of $121.3 million is likely to be 
contested by Xcel Energy, it is derived from a well-established engineer-
ing methodology for determining the value of a utility’s facilities known 
as Replacement Cost New Less Depreciation (RCNLD).  Two assump-
tions included in this acquisition price valuation involve both stranded 
asset costs and the smart grid assets at zero. The reasoning for this is 
described below:

Stranded Costs: The stranded cost obligation of an acquir-
ing municipality is based upon a formulaic approach 
adopted by the Federal Energy Regulatory Commission 
(FERC). On June 3, 2011, the city received a letter from Xcel 
Energy stating its estimate of stranded costs was $335.7 mil-
lion. The city has responded with a letter explaining why it 
does not agree with this assessment.

There is a legal question about whether Xcel Energy is enti-
tled to stranded costs at all. There are also significant fac-
tual disputes. As a result, staff views Xcel Energy’s stranded 
cost estimate as too speculative for inclusion in the cost 
model at this time.

Smart Grid: No value as been assigned to smart grid assets 
that have been installed by Xcel Energy. Smart grid is essen-
tially a communications infrastructure installed by Xcel 
Energy to support system management and maintenance, 
as well as to enable a number of new energy management 
tools. The city has not yet made any determination about 
which, if any, of Xcel Energy’s smart grid assets should be 
acquired. The city has, however, plugged in some possible 
figures for the purchase of smart grid, in case the city deter-
mines that it has value. 

2. Purchasing Power Supply - $59.1 million
The power supply costs are the annual costs to provide power to meet 
the utility’s electricity requirements. The $59.1 million figure is the 
power supply cost estimated for one year. The model incorporates the 
average power supply costs derived by the current market indices for 
power supply (the costs the city utility would pay if it started today).
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Under this scenario, Boulder’s fuel mix would be comparable to Xcel 
Energy’s current mix and projected resource portfolio. If a local power 
utility is created, local decision-making would impact future decisions 
on how and when to increase renewable energy. All decisions to pur-
chase renewable energy would be governed by the utility governing 
board, its policies and customer feedback on rate impacts. In the short 
term, most of the city’s renewable energy would be from power pur-
chases on the open market. Over time, investment in local generation 
opportunities could shift the percentage of external purchase and local 
generation assets.

Xcel Energy’s current customer programs, such as Solar Rewards 
rebates and demand-side management (DSM) incentives, would sunset 
on the first day the city began utility operations. Prior to this, the city 
would develop and vet new reward programs so that new renewable 
energy and energy conservation services and rebates would go into 
effect on the same day. In order to ensure a continued level of incen-
tives for Boulder customers, a “public purpose program fund” has been 
factored into the local utility cost model at a level equal to Xcel Energy’s 
spending in Boulder, in addition to the CAP Tax currently used to sup-
plement Xcel Energy’s rebate programs in Boulder.

3. Utility Operations - $13 million
The cost associated with operating and managing a local utility 
includes: general administration; customer service; maintenance; bill-
ing; metering; scheduling; and distribution system repair and replace-
ment. The cost used for utility operations is derived from industry 
averages from similarly sized and situated utilities. Consultants have 
developed a plan for the costs associated with operating a local util-
ity and have compared that amount to industry averages to determine 
the value used. This valuation is conservative. The cost model includes 
operating cash reserves of roughly $50 million included in the feasibil-
ity study. These amounts are incorporated in the cost model to assist 
the utility in meeting operational crises that could be brought about by 
storms, equipment failures, etc.

4. Financing - $24.7 million
Financing costs, or annual debt service, represent the annual amortized 
value of the acquisition costs, start-up costs, debt costs, and debt insur-
ance costs. Consultants are estimating that the utility’s financing needs 
could be met by taxable bonds of approximately $229 million and non-
taxable bonds of approximately $57 million.
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The cost model assumes that principal payments on the debt would 
begin in year three of operations. Until year three, the city utility would 
pay only the interest payments as a safety measure to ensure revenues 
are flowing and any unanticipated start-up costs are able to be cov-
ered. The annual amount of both interest and principal repayment is 
estimated at $24.7 million. These financing costs would be equivalent 
to paying the city’s “mortgage” for the acquisition price of the electric 
facilities purchased from Xcel Energy, having the required level of bond 
reserves, utility operating cash reserves, and certain start-up expenses.

If the city’s model is correct, what would it mean for 
my rates? Does more renewable energy mean I will 
pay more?

The cost model the city has prepared would keep customers’ rates 
comparable to what they are now. Once established, the utility would 
have the power and ability to explore how best to achieve the commu-
nity’s carbon reduction goals. The consultants have analyzed a variety 
of scenarios using power mixes that include more renewable energy 
and more locally generated energy over time. Initial analysis shows that 
savings generated from the operation of a local utility can be reinvested 
in solar or wind generation and maintain rate parity with Xcel Energy’s 
projected rates. 

What could my bill look like under a local utility? 
[New!]

The city understands that customers have questions about what the 
creation of a local power utility could mean for their monthly bills. 
The “sample bill” on the following pages reflects average monthly 
bills for residential and commercial customer classes. While there are 
some nuances, particularly as they pertain to commercial pricing, staff 
believes the column that shows costs from the initial model comes 
close to what customers could expect.
 
Current Xcel Energy bills include a “base rate” along with a variety of 
riders (adjustments to the base rate). Some of these riders would not 
apply under a municipal utility. Rather than predict these riders for this 
illustration, the following bills are calculated using “composite rates” by 
simply dividing the number of customers in each particular rate class 
by the usage in that sector.
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The	“alternate”	columns	repre-
sent	the	estimated	impacts	if	the	
city	were	able	to	secure	a	lower	
interest	rate	for	the	bonds	or	if	
one-time	costs	associated	with	
buying	and	launching	a	munici-
pal	utility	were	higher	than	what	
have	been	included	in	the	initial	
model	run.
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Are there variables in the model––costs that could go 
up or down from what consultants have estimated?

Yes. There are four areas that could change depending on negotiations 
and court decisions:

1. The cost to purchase the distribution system from Xcel Energy;

2. The potential for stranded costs;

3. A potential cost to purchase the smart grid infrastructure; and

4. The actual interest rate for bonds that would be issued for the 
purchase of the system and start-up costs. seven percent bond 
interest rate. 

Could I be on the hook for higher rates if these costs 
are higher than expected? [New!]

While City Council would have bonding authority, the bonding tax 
measure puts strict limitations on issuance of these bonds. The ballot 
language includes a provision that council cannot proceed with acquir-
ing the system if city rates would have to exceed Xcel Energy’s rates on 
the date of the purchase. If this occurs, the status quo would remain, 
with Xcel Energy providing power to Boulder customers and the city 
would take some time to evaluate the next best steps.

Has the city looked a “worst-case scenario?” [New!]

Yes. Several versions of the cost model have been run to test the sensitiv-
ity of the city’s feasibility analysis. This helps identify how much “wig-
gle room” there is in the model; it defines a reasonable worst case; and 
provides council with enough information to identify the point beyond 
which it no longer makes sense to pursue creation of a local utility. There 
are off-ramps available after a vote for municipalization that would allow 
council to choose not to proceed if costs come in higher than acceptable.

As explained previously, the city created an “initial case” cost model 
that was based on what the city’s consultants considered to be con-
servative and reasonable assumptions. At council’s request, city staff 
has run additional model runs that look at reasonable low, medium and 
high cost scenarios. 
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Stranded costs: Since a federal court could rule on stranded 
costs, the low, medium and high cost scenarios vary the 
estimates for stranded costs. 

Acquisition costs: If the acquisition costs could not be 
negotiated between the city and Xcel Energy, the amount 
would be determined by the courts. Therefore, the various 
model runs include low, medium and high costs associated 
with acquisition. This also includes low, medium and high 
costs for Xcel Energy’s smart grid communication compo-
nents, since this may be included in the acquisition costs. 

Interest rate: A bond issuing agency will make a recom-
mendation of the final interest rate associated with a local 
utility’s debt. The initial model uses a very conservative 
bond interest rate of eight percent, but since the final inter-
est rate may be lower, some of the model runs include a 
seven percent bond interest rate. 

What are the results of the low, medium, and high 
cost model runs? [New!]

Initial cost model

Taxable Interest Rate = 8 percent

Initial costs (acquisition) = $121.3 million 

Rate Impact: As compared to Xcel Energy, the average rate 
decreases 10 percent for commercial customers and 7 per-
cent for residential and industrial customers

Alternate Model 1

Taxable Interest Rate = 7 percent

Initial costs (acquisition, smart grid, stranded costs) = 
$187 million 

Rate Impact: As compared to Xcel Energy, average rate 
decreases 4 percent for commercial customers, 1 percent 
for residential and 2 percent for industrial
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Alternate Model 2

Taxable Interest Rate = 8 percent

Initial costs (acquisition, smart grid, stranded costs) = 
$255 million 

Rate Impact: As compared to Xcel Energy, average rate 
increases 4 percent for commercial customers, 7 percent for 
residential and 8 percent for industrial

Alternate Model 3

Taxable Interest Rate= 8 percent

Initial costs (acquisition, smart grid, stranded costs) = 
$351 million

Rate Impact: As compared to Xcel Energy, average rate 
increases 16 percent for commercial customers, 19 percent 
for residential and 20 percent for industrial

[New!] Under current assumptions, rate parity with Xcel Energy’s pro-
jected rates can be maintained if one-time costs do not exceed $295.4 
million with a bank interest rate of 8% or $334.9 million at a 7% interest 
rate. This means that under current assumptions, the new utility could 
achieve rate parity if it incurred $72.4 million in additional acquisition 
costs from the initial model at an 8% interest rate or $111.9 million at a 
7% interest rate (above the $121.3 million acquisition estimate).

What is the bottom line of these model runs? [New!]

In both the low cost and city’s initial scenarios, bills for residential, 
commercial and industrial customers are expected to be a little lower 
than they would be under Xcel Energy. Under the medium and high 
cost scenarios, the models show that customer electric bills would 
increase. Financing structures, power costs, or other assumptions could 
change and, in turn, affect these results. 

What about rebates that are currently available 
through Xcel Energy for energy efficiency and solar? 
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Will the local utility be able to offer these?  [New!]

The initial model run included funding for energy efficiency rebates 
similar to the amounts offered by Xcel Energy. Additional models were 
run to include funding for energy efficiency programs and solar instal-
lations at levels higher than those currently offered by Xcel Energy. The 
model results show that under these assumptions, a local utility could 
still operate at rate parity with Xcel Energy’s projected rates.

I have heard that Xcel Energy pays taxes that fund 
Boulder Valley School District. Would the schools lose 
funding if a local utility was created? [New!]

Municipal utilities often collect revenues called Payment in Lieu of Taxes 
(PILOT). PILOT funds can be used for a variety of purposes and can 
include making payments to other entities that would otherwise receive 
tax funding. The city’s cost models have included sufficient funding to 
replace the current Utility Occupation Tax paid to the city as well as prop-
erty tax revenues for the school district and other local governments. The 
ballot language requires a local utility to collect revenues and pay taxes to 
the school district that would otherwise have been paid by Xcel Energy. 
With the addition of funds to the PILOT and the energy efficiency and 
solar rebates, a local utility would be at rate parity with Xcel.

Is council committed to rate parity? How can I be sure 
that council won’t move ahead regardless of what the 
final numbers show? [New!]

A provision is included in the ballot and proposed charter amendments 
that rates cannot exceed those offered by the current provider, Xcel 
Energy, on the date that the city purchases the system from Xcel Energy. 
There are also requirements in the ballot question that are prerequisites 
to the issuance of bonds.

Does any of this involve new taxes? [New!]

Once the utility is operational, debt would be paid through revenue 
from the utility, not taxes. The costs incurred between a vote to create a 
municipal utility (primarily legal and engineering) and the opening of 
the new utility would be funded through an increase in the utility occu-
pation tax, if approved by voters. 
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Local Utility: Legal
What does state law say about a local government 
breaking off from a regulated monopoly and forming 
its own utility?

As a home rule city, Boulder has a great deal of discretion in determin-
ing its energy future. The Colorado Constitution and Boulder’s home 
rule charter authorize the creation of local utilities. Additionally, since 
the creation of utilities is a matter of local concern under Colorado 
home rule laws, there is wide latitude in how the utility is governed. A 
number of cities operate electric utilities, including Longmont, Lyons, 
Estes Park, Fort Collins, Fort Morgan, Julesburg, and Loveland, to name 
a few.

Would there be a legal fight with Xcel Energy, and, if 
so, what would it be about?

Some communities have been able to negotiate settlements with exist-
ing power providers, and the city hopes Xcel Energy would come to the 
table in a similar fashion. If the utility does not, however, there could 
be court proceedings. The disputed issues could include the cost to 
acquire the assets. If negotiations were unsuccessful, the city could 
exercise the right of eminent domain and condemn Xcel Energy’s distri-
bution assets. 

Another potential area of litigation is stranded costs. Under federal 
regulations, a utility that loses customers can, under some circum-
stances, charge the new utility for assets that were acquired to serve the 
departing customers. While there are guidelines for calculating these 
costs, Xcel Energy could force the city to litigate these amounts.

How long would it take to get a final decision?

Most lawsuits are resolved in less than two years. However, if a con-
demnation case went to trial and was followed by appeals, it could 
last longer.

What if the city fights for firm costs and then decides 
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not to proceed? How much would have been spent at 
that point? [New!]

The ballot language related to the Utility Occupation Tax provides for 
up to $1.9 million a year to cover these costs, plus engineering expenses 
related to the city separating its distribution system from Xcel Energy’s. 
City officials have estimated this process could take anywhere from 
three to six years. The purpose of the tax is to provide the funding for 
the period before the city could actually launch a utility without hav-
ing to move forward on issuing bonds. This minimizes the community’s 
long-term risk. 

How would this litigation be paid for? [New!]

These transition costs would be funded through an increase to the 
current utility occupation tax. This increase would impact the average 
residential bill by approximately $1.20 per month. These costs would no 
longer be necessary once the transition was completed and a local util-
ity was up and running.

Local Utility: What If
If council and voters approved the creation of a local 
power utility, what happens next? How long would 
this take?

A vote by Boulder residents to create a local utility would put in motion 
several processes that are necessary to develop and launch the actual 
utility. It would likely be three to five years before a decision would be 
made about whether to issue bonds and move forward. This decision 
would be made by City Council and involve a public process and input 
from the community. During that time, Xcel Energy would continue to 
be the city’s utility provider.
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Glossary
Need definitions for unfamiliar terms found in this booklet? The City of 
Boulder has posted a glossary of terms associated with this issue online 
at www.boulderenergyfuture.com.

Notes


