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I. BY THE COMMISSION
A. Statement

1. On February 18, 2006, Public Service Company of Colorado (Public Service or Company) interrupted electric service to approximately 380,000 electric power customers of Public Service, Holy Cross Electric Association, Grand Valley Electric Association, and Yampa Valley Electric Association.  The blackouts involved three groups of electric service customers, involving approximately 130,000 customers in each group for approximately 30 minutes each.  In addition, Public Service interrupted service to some, but not all, of its interruptible electric service customers and curtailed service to some of its wholesale electric power customers pursuant to contracts with these customers.  Electric service was restored to most customers within 36 minutes, but approximately 20,507 Public Service customers lost electric service for periods of from one to four hours.  During the event, demand on the natural gas system caused gas system pressures to drop to levels that could not support both local natural gas distribution customers and electric generation.  Local natural gas service was maintained except for one small area affecting approximately 150 customers.

2. On Tuesday, February 20, 2006, the Executive Director of the Commission (Executive Director) and Staff of the Commission (Staff) met with Public Service personnel seeking information about the outages.  At the time of that meeting, Public Service had just commenced its internal investigation relating to the unprecedented rolling-blackout occurrence during the winter months when electricity demand is typically not at peak levels.  Additionally, at that meeting, Public Service committed to provide a written report to Staff concerning the outages by Friday, March 10, 2006.  On March 10, 2006, Public Service indicated to Staff that the report would be filed on March 13, 2006.

3. The Company filed the report on March 13, 2006.  On March 14, 2006, the Executive Director, the Chief of Fixed Utilities, and Staff met a second time with Company personnel to discuss the report.  While the report answers many of the questions initially asked by Staff, many important questions remain unanswered and many significant issues remain unresolved.  We therefore find it necessary to open an investigatory docket into this matter.
4. If, as a result of the investigation, Staff believes that additional remedial or corrective action could or should be taken by the Commission, Staff shall come before the Commission to recommend such action.

5. Issues to be investigated shall include but not be limited to the following:

1. INTERDEPENDENCY OF GAS SUPPLY AND ELECTRIC GENERATION:

Why the gradual drop in gas pressure on Public Service’s system did not cause concern within the Company sooner; whether the electric department over-relied on capacity/gas supplies held by the gas department; whether the Company maintains sufficient gas storage given its increased reliance on gas-fired electric generation; why gas pipeline supplier Colorado Interstate Gas Company was not advised of the emergency situation early Saturday morning.
2. AVAILABILITY OF ELECTRIC POWER GENERATING UNITS:
Why so many electric power generating units were simultaneously unavailable; why a large coal-fired generating unit was scheduled for routine maintenance in February; why production maintenance crews were instructed to commence scheduled maintenance on the large coal-fired generating unit early Saturday morning despite the loss of many electric generation units; what the availabilities of the generating units in general are in the summer and in the winter; whether the lack of ownership or full control of generation units indicates that Public Service might lose control in an emergency; whether contracted independent power producers made power sales in the market rather than continue to serve Public Service; why Public Service continued with wholesale power sales; what penalty would have been associated with such “non-performance.”

3. WEATHER FORECASTS: 
Whether it is prudent to utilize a weather forecast issued on Wednesday at 5 a.m. for a long holiday weekend (Saturday, Sunday, and Monday); whether it is necessary to reconcile weather forecasts among Public Service’s meteorologist, the U.S. National Weather Service, commercial weather forecast sources, and among the Company’s gas and electric departments, as well as with other sources; whether Public Service considered the standard deviation of weather forecast error and the corresponding margin requirement on load to compensate.

4. DEMAND LOAD FORECASTING:
The adequacy of short-term hourly load forecasting model sensitivity (at one time Public Service used 35 megawatts per degree of temperature) must be examined.  It is also necessary to examine the peak demand load forecasting process of Public Service vis-a-vis how the Company responds to short-term forecast variations. 

5. RELIABILITY OF THE SYSTEM DURING AN EMERGENCY: 
What criteria the Company used to authorize the rolling blackout; whether emergency procedures were implemented appropriately and whether those procedures are adequate; why requests for emergency power to interconnected systems were not sufficient to avert the rolling blackout, since it appears that none of the interconnecting systems had problems; why service was not curtailed to all interruptible customers; why 10 of the 188 (5.3 percent) electric distribution feeder circuit breakers failed to close Saturday morning.
6. COMMUNICATIONS:
There appears, based on the Company’s report, to have been problems both with internal communications within the Company and with communication to Public Service’s customers.  It is also critical to ascertain why an impending electric system crisis was not declared early Saturday morning following the loss of approximately 490 megawatts of generation at 4:10 a.m.; why management and media relations were not advised of the developing electric crisis early Saturday morning; why interruptible electric customers were not forewarned of possible electric interruptions early Saturday morning; why customer call centers were not adequately advised of the nature of the electric service curtailments; why 250,000 of the 270,000 (93 percent) customer calls during the curtailments were greeted by a busy signal; why only 2,200 of the 270,000 (0.8 percent) customer calls during the curtailments were answered by customer service representatives.
7. FOLLOW-UP:
Whether the recommendations resulting from the 1998 outage were implemented.
8. REMEDIAL ACTIONS:
Whether additional action is necessary by the Commission to protect the health, welfare, and public safety of Colorado customers.
6. While the list of issues identified above is substantially comprehensive, we order Staff to consider and investigate any other issues that may arise during the course of the investigation.
7. Because of the unusual circumstances surrounding the rolling blackouts during a non-peak month, we find it prudent and in the public interest to investigate the matters that led to those blackouts.  Of paramount importance are the health and safety of affected Public Service customers, as well as finding ways to ensure that such an event does not occur in the future.  We therefore order Staff to conduct an investigation into this matter consistent with the discussion above.
II. ORDER
A. The Commission Orders That:
1. An investigatory docket is opened regarding the rolling blackouts that occurred on February 18, 2006, consistent with the discussion above.
2. Staff of the Commission (Staff) shall conduct an investigation pursuant to the authority vested in the Commission pursuant to Title 40, Articles 1 through 7 of the Colorado Revised Statutes.

3. Staff shall place a copy of Public Service Company of Colorado’s March 13, 2006 report in the official file.

4. Staff shall file a report of its findings on June 30, 2006.

5. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
March 15, 2006.
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