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STAFF RETAIL ENERGY IMBALANCE REPORT

Background

As directed by the Commission in its December 20, 2001 orders in Case Nos.
U-12489 and U-12488, Staff convened a meeting on January 15, 2002 to see if interested
parties could resolve the issues surrounding design and implementation of a distribution
level energy imbalance service. The initial meeting included general discussions of the
ABATE proposals, other possible proposals and the general issues related to retail energy
imbalance service. At this meeting, ABATE and the AES group (ABATE — AES) agreed
to work on development of an alternate proposal for consideration by the group. A
proposal was developed and distributed to the parties.

A second meeting was held on February 14, 2002. The ABATE - AES proposal
was presented and discussed. The utilities requested time to prepare a written response to
the proposal. Subsequently, the utilities' responses were distributed to the parties.

At a third meeting held on March 13, 2002, representatives from Midwest 1SO
(MISO) presented an overview of MISO developments relating to energy imbalance
service. After the MISO presentation, a short discussion of the utilities' response to the
ABATE - AES proposal took place.

In Staff’s opinion no consensus among the parties was possible. It aso became
apparent, the possibility of narrowing the gap between the parties was unlikely with or

without the Commission mandated April deadline.



Conclusion

Staff believes the Commission has three aternatives to deal with the energy imbalance
issue. First, the Commission could determine this matter will be adequately covered
through the development of the operations of the MISO. Second, the Commission could
reopen or commence a proceeding devoted to developing a record upon which it could
approve a distribution level imbalance service. Finally, the Commission could order the

implementation of the previously proposed service.

Each option has positive and negative features. Adopting a MISO approach would
appear to be more in line with the concept of regional transmission organizations and the
market transparancies related thereto. While the MISO is operating at this time, these
operations do not cover the fullest range of its activities. Further, some disputes remain
concerning the regional organization with respect to the Alliance and MISO, American
Transmission Company and M1SO relationships. It will take some time for the MISO to
become fully operational which may delay full implementation of the MISO’ s imbalance

services.

Should the Commission wish to explore the imbalance on a more fully developed record,
it could initiate a proceeding to do so. This approach, similar to the M1SO method, will
not present an instant solution. A formal proceding brings with it the usual consumption
of time. Staff estimates such a proceeding would not present complete record to the

Commission in the year 2002.



The Commission could rely on the aready existing record in Case Nos. U-12488 and
U-12489. Unfortunately, Staff does not possess the technical expertise to determine
whether the proposals contained on that record are feasible.  Staff, however, does note, if
the Commission were to order adoption of the method in the aforementioned case, such
implementation would be time consuming and perhaps inconsistent with the activities

necessary to implement the ultimate M1SO approach.

Recommendation
Staff recommends the Commission delay action related to a distribution level imbalance

pending complete implementation and operation of the M1SO functions.
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Cindy Stephens, being duly sworn, deposes and says that on April 1, 2002, A.D. she served a copy of the
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