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1900 K STREET. N'W
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May 13, 2004 FILE NO: 57007.00000!

By First Class Registered Mail
Return Receipt Requested

Mr. Stephen G. Kozey

Vice Presiaent, Secretary and General Counsel
Midwest Independent Transmission

System Operator, Inc

701 City Center Drive

Carmel, Indiana 46032

Mr. Ronald J. Brothers

Chair, Midwest ISO ADR Committee
Cinergy Services, Inc.

1000 E. Main Street

Plainfield, IN 46168

Re: Request for Arbitration of Dispute Regarding Allocation of Revenues to American
Transmission Company LLC

Dear Messers Kozey and Brothers:

Pursuant to Appendix D, Section IV.B. of the Agreement of Transmission Facilities Owners to
Organize the Midwest Independent Transmission System Operator, Inc. (TO Agreement),
American Transmission Company LLC (ATCLLC) hereby submits a written demand for
arbitration to resolve a dispute regarding the appropriate distribution of revenues by the
Midwest Independent Transmission System Operator, Inc. (Midwest ISO) to ATCLLC.

This dispute began on or about December 8, 2003 with the Midwest ISO’s decision to change
the manner in which it allocates to Transmission Owners revenues it receives for certain point-
to-point transmission service taken by Xcel Energy (Xcel). The Midwest ISO’s decision to
change its allocation procedures violates the terms of the TO Agreement to the detriment of
ATCLLC and its customers.

By e-mail letter dated March 26, 2004, the ADR Committee notified ATCLLC that the
Committee “has determined mediation would be highly unlikely to lead to a resolution of this
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dispute.” Thus, ATCLLC requests that the ADR Committee promptly begin arbitration
proceedings to resolve this matter in accordance with Appendix D, Section IV of the TO
Agreement.

The following is a brief description of the claim and the relief requested as required in
Appendix D, Section IV. This is not intended to recite all relevant facts and allegations or
preclude ATCLLC from making additional arguments at a later date.

BRIEF DESCRIPTION OF THE CLAIM

From February 1, 2002 through November 30, 2003, the Midwest ISO distributed revenues
associated with certain point-to-point transmission service under the Midwest ISO OATT taken
by Xcel' in accordance with the revenue distribution provisions in the TO Agreement,
Appendix C, Section IIL.A.2 (Section [1I.A.2). Although this point-to-point service was
reserved by Xcel, it was used by Wisconsin Public Service Corp. (WPSC) to transmit to the
ATCLLC border the energy and capacity WPSC purchased under a power purchase agreement
between WPSC and Northern States Power Marketing (NSPM), a marketing subsidiary of
Xcel.> WPSC used its partial path network service to move the energy and capacity from the
ATCLLC border to its native load.

In late 2002, the Midwest ISO refused to merge the two pre-Midwest ISO partial path
transmission reservations, thereby refusing to grant WPSC roll-over rights for the point-to-
point transmission portion of its power purchase agreement with NSPM. Midwest ISO argued
that the point-to-point transmission service reservation belonged to NSPM and only NSPM
could exercise roll-over rights. WPSC eventually filed a complaint at FERC. FERC agreed
with the Midwest ISO and held that the roll-over rights belonged to NSPM and not WPSC.

! The point-to-point service corresponds to the original reservations #75002343,
#75172763, #75198449, and #75240401 under the Midwest ISO OATT.

2 WPSC paid NSPM directly for the cost of the point-to-point service transmission
service under the power purchase agreement.
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The FERC orders in that proceeding did not rule on the appropriate point-to-point revenue
allocation under the TO Agreement for this transaction.’

On October 22, 2003, Xcel submitted to the Midwest ISO a Request for Dispute Resolution,
claiming that the Midwest ISO’s distribution of revenues to ATCLLC under Section II1.A.2 of
the TO Agreement relating to the WPSC reservations should instead be distributed to
Transmission Owners based on the formula in Appendix C, Section III.A.7 of the TO
Agreement (Section I1I.A.7). On December 8, 2003, in response to Xcel’s October 22, 2003
letter, the Midwest ISO, without notice to ATCLLC, changed its longstanding revenue
distribution methodology in accordance with Xcel’s request. As a result, effective as of the
December 1, 2003 billing period, the Midwest ISO has stopped paying ATCLLC (as the Host
Zone under Section I11.A.2) approximately $290,000/month and has instead been improperly
allocating those revenues to all Transmission Owners in accordance with the formula in
Section I1LLA.7.

In addition, the Midwest ISO has indicated its intent to collect revenues related to the change in
allocation methodology retroactive to February 1, 2002, the date the Midwest ISO began
operating. Such a retroactive application of Midwest ISO’s change in revenue distribution will
improperly impose costs on ATCLLC’s customers of approximately $6.2 million.

After unsuccessful informal attempts between the Midwest ISO and ATCLLC to resolve the
dispute, on January 23, 2004, ATCLLC filed a Notification of Billing Dispute and Request for
Dispute Resolution with the Midwest ISO outlining ATCLLC’s objections to the Midwest
ISO’s improper resolution of Xcel’s October 22, 2003 billing dispute. On March 26, 2004, the
ADR Committee notified ATCLLC that mediation would be highly unlikely to lead to a
resolution of the dispute. Copies of relevant correspondence regarding this dispute are attached
hereto in Appendix 1.

3 Wisconsin Public Service Corp. v. Midwest Independent Transmission System
Operator, Inc., 102 FERC § 61,255 (March 31, 2003 Order), order on reh’g, 106 FERC
€ 61,203 (March 3, 2004 Order).
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BASIS FOR THE CLAIM

1. When it began operations on February 1, 2002, the Midwest ISO determined
that the revenues associated with the WPSC/NSPM point-to-point transaction should be treated
under Section I11.A.2, with 100% of the revenues allocated to ATCLLC as the Host Zone.
Section II1.A.2 requires that revenues collected by the Midwest ISO for transmission services
involving retail electric load in a state with retail access shall be fully distributed to the Host
Zone. There is no dispute that (i) WPSC used the point-to-point transmission service to serve
its native load in Wisconsin and Michigan and (ii) Michigan is a state with retail access. Thus.
there should be no question that the revenues associated with that service should be distributed
to ATCLLC as the Host Zone, in accordance with Section II1.A.2. Midwest ISO’s reliance on
FERC’s March 3, 2003 and March 3, 2004 FERC orders regarding WPSC’s rollover rights is
misplaced. Those orders did not rule on the question of the proper allocation of revenues under
the TO Agreement. Thus, since December 1, 2003, the Midwest ISO has been allocating
revenues to Transmission Owners in a manner that is contrary to the provisions of the TO
Agreement.

2. Midwest ISO has indicated that it intends to collect revenues that have already
been distributed to ATCLLC during the time period February 1, 2002 through November 30,
2003. Such retroactive application of the Midwest ISO’s reallocation of revenues is improper
under the TO Agreement for the same reasons that prospective reallocation is improper, as
discussed in paragraph 1 above, as well as for the reasons discussed in paragraphs 3 through 5,
below. :

3. Retroactive reallocation of revenues should not be allowed because it will
unjustly enrich Xcel and unfairly penalize WPSC and ATCLLC’s other transmission
customers. WPSC has already paid Xcel (through its direct payments to NSPM) for the cost of
the point-to-point service. If the Midwest ISO is allowed to retroactively reallocate its
distribution of revenues, ATCLLC will have to collect from WPSC and ATCLLC’s other
customers monies that the Midwest ISO will in turn give to Xcel and the other Transmission
Owners in accordance with the formula in Section III.A.7. Xcel will thus receive “double
payment” for the same point-to-point transmission service (at least to the extent it receives
revenues allocated under Section II11.A.7).

4. Retroactive reallocation of revenues is precluded by the Midwest ISO’s OATT
and Billing Dispute Resolution Manual. OATT Section 12.1 states that all billing disputes
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must be initiated with the Transmission Provider within 90 days from the date of the invoice.*
Xcel did not dispute revenue distribution invoices it received prior to October 22. 2003 and.
thus, such retroactive reallocation is prohibited. Allowing parties to circumvent the billing and
settlement provisions of the OATT and the TO Agreement would undermine the finality of
financial transactions in the Midwest ISO markets.

5. Because retroactive reallocation of revenues is precluded under the TO
Agreement and the OATT, Midwest ISO’s attempt to collect from ATCLLC monies to
reallocate to all Transmission Owners violates the Federal Power Act’s restriction on
retroactive ratemaking.

6. Midwest ISO did not follow its dispute resolution procedures when it failed to
notify ATCLLC of the allocation dispute filed by Xcel on October 22, 2003. Section 5 of the
Midwest ISO’s Billing and Accounting Manual states that the Midwest ISO “is responsible for
notifying all parties involved in the situation when a dispute occurs” and “providing parties
with appropriate information on a timely basis.” Billing and Accounting Manual, Section 5,
Version 1. The Midwest ISO did not provide ATCLLC with notice of Xcel’s dispute even
though the dispute directly affected the amount of revenues to be allocated to ATCLLC.
Midwest ISO’s failure to follow its own procedures, having the result of favoring one
Transmission Owner over another, is a violation of the TO Agreement and the OATT.

RELIEF REQUESTED

ATCLLC requests that the Midwest ISO be required to comply with the provisions of the TO
Agreement, which require that the revenues regarding the firm point-to-point transaction for
Xeel be allocated to ATCLLC as the Host Zone, in accordance with Section IILLA.2. ATCLLC

4 Section 2.2.1 of the Billing Dispute Resolution Manual defines a billing dispute as
“items to argue about, debate about or to question the truth or validity of with respect to
invoices and the billing/revenue determinants used to calculate the charges to Transmission
Customers or revenues distributed to Transmission Owners.” (emphasis added) ATCLLC
notes that Section 3.3 of the Billing Dispute Resolution Manual states that billing disputes must
be initiated within 12 months from the date of invoice. Because this provision conflicts with
the tariff, it should not be valid.
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also requests that Midwest ISO be required to re-calculate the revenue allocations made since
December 1, 2003 and give ATCLLC the revenues it should have received had Midwest ISO
complied with the TO Agreement since that time. Finally, ATCLLC requests that the Midwest
ISO cease its intention to collect revenues from ATCLLC associated with a retroactive
reallocation of revenues as though the point-to-point transactions had been treated under
Section I11.A.7 since February 1, 2002.

PARTIES TO THE DISPUTE

The parties to the dispute and their designated contacts are:

For ATCLLC:

Walter T. Woelfle Linda L. Walsh

Vice President, Legal and Secretary Hunton & Williams LLP
ATC Management Inc. 1900 K Street, N.-W.
N19 W23993 Ridgeview Parkway West Washington, D.C. 20006
Waukesha, W153188 Tel: (202) 955-1526

Tel: (262) 506-6830 Fax: (202) 778-2201
Fax: (262) 506-6711 lwalsh@hunton.com
wwoelfle@atcllc.com

Julie Voeck

Manager -- Strategic Policy/Planning

ATC Management Inc.

N19 W23993 Ridgeview Parkway West
Waukesha, WI 53188

Tel: (262) 506-6846

Fax: (262) 506-6711
jvoeck(@atcllc.com
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For the Midwest ISQ: (based on previous correspondence in this matter):

Stephen G. Kozey Michael Holstein

Vice President, Secretary and General Chief Financial Officer

Counsel Midwest Independent Transmission
Midwest Independent Transmission System Operator, Inc

System Operator, Inc 701 City Center Drive

701 City Center Drive Carmel, Indiana 46032

Carmel, Indiana 46032 Tel: (317) 249-5400

Tel: (317) 249-5431 mholstein@midwestiso.org

skozey@midwestiso.org

Other Parties:

Since December 1, 2003, ATCLLC’s network customers have been harmed by the Midwest
ISO’s improper allocation of transmission service revenues in the amount of $290.000/month.
In addition, ATCLLC’s network customers will have to pay nearly $6.2 million if the Midwest
ISO is allowed to change its allocation method retroactive to February 1, 2002. Thus, the
following ATCLLC network customers should be allowed to be parties in this proceeding
(complete addresses are included in Appendix 2):

Adams-Columbia Electric Cooperative Madison Gas and Electric

Alliant Energy Rock County Electric Coop. Assoc.
Central Wisconsin Electric Cooperative Stratford Water & Electric Utility
Badger Power Marketing Authority Upper Peninsula Power Company
Cloverland Electric Cooperative Village of Pardeeville

Consolidated Water Power Washington Island Electric Cooperative
Dairyland Power Cooperative We Energies

Edison Sault Electric Co. City of Wisconsin Rapids

Kiel Utilities Wisconsin Public Power Cooperative
Manitowoc Public Utilities Wisconsin Public Service Corp.

City of Marshfield

Several of these customers have already expressed an interest in participating in this
proceeding. See the March 8, 2004 letter from Walter Woelfle at ATCLLC to Stephen Kozey
at Midwest ISO, attached in Appendix 1.
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In addition, several transmission owners have expressed an interest in participating in this
proceeding. See the March 1, 2004 letter from Stephen Kozey at Midwest ISO to Walter
Woelfle at ATCLLC, attached in Appendix 1.

CONCLUSION

For the foregoing reasons, ATCLLC requests that the ADR Committee promptly begin
arbitration proceedings to resolve this matter in accordance with Appendix D, Section IV of the
TO Agreement.

Sincerely,

s

/ Linda L. Walsh

cc: Midwest ISO ADR Committee Members:

Wayne Harris, Vice Chair: Doug Curry
Robert J. Tallman Richard Seide
Joanne K. Borrell



APPENDIX 1

Copies of Correspondence

1. October 22, 2003 letter from Patricia K. Vincent at Xcel Energy to Stephen Kozey at
Midwest ISO.

2. December 8, 2003 email letter from Stephen Kozey at Midwest ISO to Mary J. Fisher
at Xcel Energy.

3. December 30, 2003 letter from Stephen Kozey at Midwest ISO to Julie Voeck at
ATCLLC.

4. January 23, 2004 letter from Walter Woelfle at ATCLLC to Stephen Kozey at Midwest
ISO, (as corrected by Letter dated January 30, 2004 from Walter Woelfle to Stephen Kozey).

5. February 4, 2004 email from Donna Dare at Midwest ISO to Midwest ISO
Transmission Owner group, attaching a sample copy of a January 27, 2004 letter from Stephen
Kozey to Midwest ISO Transmission Owners.

6. March 1, 2004 letter from Stephen Kozey at Midwest ISO to Walter Woelfle at
ATCLLC.

7. March 8, 2004 letter from Walter Woelfle at ATCLLC to Stephen Kozey at Midwest
ISO.

8. March 15, 2003 letter from Stephen Kozey at Midwest ISO to Walter Woelfle at
ATCLLC.

9. March 26, 2004 letter from Ronald J. Brothers, Chair of ADR Committee, to Julie
Voeck and Walter Woelfle at ATCLLC, and Michael Holstein, Stephen Kozey, and James
Dimos at Midwest ISO.
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@ Xcel Ené_rgy“

October 22, 2003

414 Nicollet Malt
Minneapolis, Minnesota 55401-1993

Delivered by Email
Follow-up by Certified Mail

Mz. Stephen G. Kozey

Vice President, General Counsel and Secretary

Midwest Independent Transmission System Operator, Inc.
701 City Center Drive

Carmel, IN 46032

Re:  Request for Dispute Resolution
Revenmue Allocation for Partial Path Reservations

Dear Mr. Kozey:

In accordance with Appendix D to the Agreement of Tramsmission Faclkities Owners to Organize

the Midwest Independent System Operator, Inc., a Delaware Non-Stock Corporation (“Midwest ISO -
Agreement”), Midwest ISO members Northem States Power Company and Northemn :
States Power Company (Wisconsin) (jointly the "NSP Companies") hereby submits this .
request to initiate the Dispute Resolution Procedutes outlined therein. )

This letter outlines a dispute between the Midwest ISO and the NSP Companies over the
-revenue distribution assocmted with four transmission service reservations under the
Midwest ISO open access transmission tadiff ("MISO OATT"): #75002343, #75172763, .
#75198449 and #75240401. The factual background regarding the NSP Companies
dispute with the Midwest ISO i1s described in Attachment 1 to this letter. We hope this
information will help facilitate prompt resolution of the dispute.

“.

Destenated loyees for Communicatio

Pursuant to Part IT of Appendix D, Xcel Energy Services Inc. ("XES"), the service
company affiliate of the NSP Companies, designates the following employees as thc Initial
Contact and Offficer for resolution of this dispute:

Tnitial Contz.ct: , Responsible Officer:

David Grover Patricia Vincent - Vice President
Manager, Transmission Tariffs , Northern States Power Co.

Xcel Energy Services Inc. ¢ /o Xcel Energy Setvices Inc.
414 Nicollet Mall - 6th Floor 1225 17% Street

Minneapolis, MN 55401 Deaver, CO 80202

Phone: (612) 330-2857
Email: david.b.grover@xcelenergy.com
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I delegate the Responsible Officer function to the following Executive of XES:

Mary Fisher _
Vice President, Transmission and Planning
Xcel Energy Services Inc.

1225 17th Street

Denver, CO 80202

Phone: (303) 294-2131

Email: mary.j.fisher@xcelenergy.com.

In ;atddition, XES requests that the following counsel for the NSP Companies be copied on
all communications regarding this matter: ’

James P. Johnson

Assistant General Counsel

Xcel Energy Services Inc.

800 Nicollet Mall - Suite 2900
Minneapolis, MN 55402

-Phone: (612) 215-4592

Email: james.p.johnson@zxcelenergy.com;

Requested Procedures.

Mr. David Grover has previously discussed this matter with Midwest ISO Settlement and
Tariff Administration staff, including Elaine Chambers, Doug Moss and Roy Jones. The
Midwest ISO Staff did not feel any action by Midwest ISO was possible, and
recommended that the NSP Companies initiate dispute resolution procedures as the next
step. As such, the NSP Companies believe they have complied with Part ILB.1 of
Appendix D. '

The NSP Companies thus request that the matter be promptly referred to the Responsible
Officers for discassion pursnant to Part ILB.2 of Appendix D and, if necessary, to
mediation under Part I1I of Appendix D. However, if the Alternate Dispute Resolution
Committee ("ADR Committee™) determines that mediation would be highly unlikely to
lead to resolution of the dispute, the NSP Companies request that the dispute be promptly
be referred to Arbitration under Part IV of Appendix D. (Alternatively, the NSP
Companies will initiate regulatory or judicial proceedings to resolve the dispute.)

>
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Requested Time Line

The dispute needs to be resolved as promptly as possible. As such, the NSP Companies
respectfully request expedited review and action by the ADR Committee. The NSP
Companies will fully cooperate with the ADR Committee to provide additional
mformation, if requested.

Qggchxsigg

The NSP Companies appreciate your prompt attention to this matter. Please feel free to
contact Mr. Grover or Mr. Johnson with questions.

Sin | 4/‘%/
Patricta K. Vincent
Vice President

Nosthern States Power Company
Northern States Power Company (Wisconsin)

Cc: Midwest ISO Dispute Resolution Committee Members
Tom Imbler — Xcel Energy Markets
Mary Fisher — Xcel Energy Transmission
" Dave Grover — Xcel Energy Transmission
Jim Johnson — Xcel Energy Legal Services




Vice Chair

Members

James R. Stanton

Manager of Market Design
4100 Underwood
Pasadena, TX 77507
832-476-4453 (phone)
281-228-0946 (fax)

jstanton(@calpine.com

Ronald J. Brotbers
1000 E. Main Street
Plainfield, IN 46168
317-838-1254 (phone)
317-838-1842 (fax)
rbrothers@cinergy.com

Doug Curry
General Counsel

-Lincole Electric System

1040 “O™ Street

P.O. Box 80869
Lincoln, NB 68501-0869
402-473-3200 (phone)
402-475-9759 (fax)

deurry@les.com
Robert J. Tallman

Senior Transmission Market Analyst

LG&E Energy Corporation
220 W. Main Street

‘Louisville, KY 40202

502-627-3414 (phone)
502-217-2674 (fax)
robert tal een .CO!

Richard Seide

Director, Market Policy
PSEG Power Midwest, LLC
9541 Bluewing Terrace
Cincinnati, OH 45241
513-891-5684 (phone)
513-891-6475 (fax)

‘Wayne Harris

Senior Counsel

ACES Power Marketing LLC
6100 West 96th Strect, Suite 175
Indianapolis, IN 46278
317-344-7017 (phone)
317-344-7001 (fax)
waypeh@acespower.com

Midwest Independent Transmission System Operator, Inc.
2003 ADR Committee Members

Term Expires: 12/31/04

Term Expires: 12/31/04

Term Expires: 12/31/05

Term Expires: 12/31/03

Te:m Expires: 12/31/05

Term Expires: 12/31/03



Attachment 1

Factual Background

The subject transmission service reservations (75002343, 75172763, 75198449

- and 75240401) are long-term firm point-to-point reservations that were originally
granted under the Xcel Energy Operating Companies Joint OATT (and previously
the NSP Companies OATT), but were assigned to the Midwest 1SO effective on
February 1, 2002 when MISO began regional transmission services under the
MISO OATT. Copies of the four current OASIS reservations are appended as
Attachment 1-A.

Prior to February 1, 2002, the revenues to the NSP Companies from these
reservations were over $7 million annually when transmission service was
provided under the NSP Companies or Xcel Energy OATT. Since February 2002,
the Midwest ISO has billed the customer (NSP-Energy Markets) for these _
-reservations at the point-to-point rate for the American Transmission Company
("ATCo") load zone (or "host zone™) and has distributed all revenue from these
current point-to-point reservations (and reservations 75002989, 75001659, and
75001660 which were for prior periods to the current reservations) to the ATCo.

As noted in the OASIS comments on the subject. reservations, they are “partial
path” reservations, good only for delivery across the NSP Companies' transmission
system to the border between the NSP Companies and ATCo transmission
systems. The OASIS comments also note that in order to use these reservations
to schedule power to the sink companies (WEC or WPS), the partial path
reservations on the NSP Companies' system must be combined with network
reservations on the ATCo system. Because the revenue from such network
reservations is distributed 100% to the host zone, namely ATCo, when these point-
to-point reservations on the NSP system are combined with network reservations
on the ATCo system, ATCo is collecting their full zonal rate twice for these
reservations. This is clearly inappropriate (and unfair), and provides a windfall to
ATCO. We believe that the revenues. associated with these “partial Path
reservations should be distributed among the Midwest ISO Transmission Owners
-in accordance with Section Ill, A (7) of Appendix C to the Midwest ISO Owner's
Agreement: 50% based on flows and 50% based on transmission investment.

The appropriateness of maintaining these partial path reservations, with rollover

" - rights was reviewed by FERC and accepted in an order dated March 3, 2003 in

Docket No. EL0O3-40-000. In paragraph 23 of the Order, FERC discussed the
revenue distribution of the point-to-point and network service reservations. While
this revenue distribution was not an issue in the proceeding, the Order does note:

Under the license plate rate formula adopted by the Midwest ISO, the revenues
associated with the point-to-point transaction are allocated to the transmission
owner systems that support the service pursuant to a point-fo-point revenue




distribution method. Therefore, WPSC will ultimately receive a portion of these

revenues. WPSC's network service revenues will also flow back to the
transmission owner on whose transmission system the transactions sink.

- The discussion in the Order is consistent with our position on revenue distribution
for the point-to-point reservations. Attachment 1-B is a copy of the FERC order.

Requirements of the MISO Agreement

Section Hll of Appendix C to the Midwest ISO Agreement outlines the revenue
distribution procedures applicable to all revenue associated with charges under
Schedules 7, 8 and 9 to the Midwest ISO Transmission Tariff. Section Ili, A (7)
states that:

All other Company transmission revenues (i.e., other than those revenues

specified in Paragraph 1-6 above) shall be distributed among Zones as follows:

() fifty percent (50%) of such revenue shall be distributed in proportion to
transmission investment (calculated each month based on the relative
proportion of transmission investment reflected in the then applicable rates

determined by the formula in Attachment O to the Transmission Tariff); and (@) -

fifty percent (50%) of such revenue shall be shared based upon power flows.
Such power flows shall be calculated using load flow analysis technigues fo
develop transaction participation factors. The methodology for developing
transaction participation factors is described in Appendix C-1. Participation
factors less than three percent (3%) shall be ignored.

The NSP Companies believe these provisions should apply to these four

reservations, since none of the six exceptions apply to these reservations. Each of

the six exceptions is discussed below.
1. Exception Number 1:

Except by mutual agreement of the parties to a Grandfathered Agreement,
the Company shall not-collect or distribute any revenues for transmission
-service related fo such agreements during the Transition Period. The
Owner providing the transmission service under a Grandfathered
Agreement shall continue to receive payment directly from the customer
under the Grandfathered Agreement. Nothing contained in this paragraph -
affects any rights of any party to unilaterally make application to FERC to
alter, amend, or terminate a Grandfathered Agreement. -

This exception does not apply because the subject reservations are not

grandfathered agreements. They are point-to-point reservations under the MISO

OATT. -




2. Exception Number 2:

Revenues collected by the Company for transmission services involving retail
electric load that had the right to choose @ different supplier under a state retail
access program or legislation, shall be fully distributed to the Host Zone,
regardiess of whether the customers comprising such retail electric load have .
exercised such right to choose.

The subject reservations do not involve retail electric load with a choice of supplier
served under a state retail access program. Neither Minnesota nor Wisconsin,
where the source and sink of these reservations are located, respectively, has a
retail choice program. :

3.  Exception Number 3:

Revenues collected by the Company for transmission services associated with

_power transactions where the generation source(s) and load(s) are physically
located within the same Host Zone shall be fully distributed to that Host Zone
whether the generation source is controlled by the Owner or another entity.

These reservations are not used to serve load in the same zone where the
generation source is located. The generation source is located in the NSP zone,
while the load is located on the WEP and WPS systems in the ATCO zone.

4. Exception Number 4:

Revenues collected by the Company for Network Transmission Service shall be
fully distributed to the Hast Zone. :

These are point-to-point reservations, not Network Transmission Service.

5. Exception Number 5:

Revenues collected by the Company for Point-to-Point Transmission Sérvice for
delivery directly to a wholesale requirements customer or a former wholesale
requirements customer shall be distributed to the Host Zone.

These reservations are not for delivery to a wholesale requirements customer, or a
former wholesale requirements customer. WEP and WPS were not requirements
customers of either NSP or ATCo.

6. Exception Number 6:

Revenues collected by the Company for Drive-in Point-to-Point Transmission |
Service shall be fully distributed to the Border Transmission Owner if that Owner



purchases power from outside the Company' for delivery to its Zone and pays the
Company for such transmission service to effectuate that purchase.

These reservations are not drive-in service to the Midwest 1ISO. Both the NSP
Companies and ATCo are Midwest ISO Transmission Owners.

‘Conclusion and Requested Resolution:

As the discussion above illustrates, none of the six exceptions apply, therefore
there is no justification for distributing the revenue from the subject point-to-point
reservations to the host zone (ATCo). Clearly, Section il A (7) of Appendix Cto
the MISO Agreement applies to these reservations, and the revenues collected by
the Midwest ISO for these reservations should be distributed among all pricing
zones, 50% based on flows and 50% based on transmission investment.

The point-to-point transmission service revenues have been incorrectly allocated

since the commencement of services under the MISO OATT on February 1, 2002.

XES thus requests that the Midwest ISO recalculate the revenue distribution using

the 50/50 method and implement a true-up through its settlement procedures to re-

distribute all revenue associated with these reservations (and all associated

preceding and subsequent reservations due to exercise of rollover rights)
retroactive to February 1, 2002. '

This resolution does not affect net revenues to the Midwest ISO, but only the
allocation of revenue between Midwest ISO Transmission Owners.



Attachment 1-A

OASIS Reservations



1 TANSHISSION KEYQUESL #/70UUL34) DEtalls rage 1ot 3

Transmission Request
#75002343 Details
Gotoj =
l Customer Information H Seller/Provider Information
| Name Name
i| DARWINPORTER OASIS_Merge :
‘|t Company DUNS Company DUNS
il NSPP 961772399 MISO . 158944798
il Affiliated with Provider Phone Fax
i No (317) 249-5523 (317) 249-5860
il Phione Fax E-mail
: 612~330—5819 612-330-6280 tanffadmxmstraﬁon@mxdw&etlso org
: NODE: MAPP,PROVIDER NSP 335808 Trans Service rep
partial path reservation confmd service to the NSP bord with
o ot b WEC-not into WEC. Any req using this serv to WEC or
Il This reservatxon has rollover Redirect of serv eval in Q order. SINK left as WEC per Steve
il rights. B @ NSP & Joe G @ MISO.
| Status Notification
| Provider Comments
POD changed to NSP per AHeinle
l| Path and POR/POD . .,
, . Transmission Service
Information
POR  POD Increment Type Class
| NSP NSp YEARLY POINT_TO_POINT FIRM
il Path Name Period Window Sub Class
i _/MISO/NSP-NSP// FULL_PERIOD FIXED
il Source  Sink NERC Curtailment Priority
| NSP WEC 7 :
1 Other Curtailment Priority
9
Dates and Times Request Information
Start Date and Time
il 11/01/2001 00:00:00 ES
Capacity Requested
i Stop Date and Time 155 MW :

hitps://oasis. midwestiso.org/OASIS/MISO/data/transstatusdetails?’ ASSIGNMENT REF=7... 9/22/2003



" Transmission Reqyest #75002343 Details Page 2 of 3

| 11/01/2003 00:00:00 ES Capacity Granted

f Queued Date and Time ' 155 MW
il 08/29/2000 16:38:25 ES Bid Price Offer Price Price Units
i| 01/04/2002 16:44:45 ES Ceiling Price
il Confirmation Date and Time 9999.0000
il 01/04/2002 16:44:45 ES Negotiated Price -
| Rebid Date and Time ‘
Status Preconfirmed
|| Time Of Last Status Change || CONFIRMED No
i 01/04/2002 16:44:45 ES Status Comments
il Last Updated Date and Time
- il 09/22/2003 01:10:53 ES Type Competing Flag Impacted
1) ORIGINAL ' 2464
! Expiration Dates and Times

Approval Time Limit Confirmation Time Limit Rebid Time Limit

l Reference Numbers

i Assfgnment Deal Request Sale Posting Related Seller
il 75002343

e ——— —

l Ancillary Services

Service Requiremeéent Company Link Type Ref# Capacity
it SC Mandatory  MISO Assignment 73028136 '

il RF Unknown - None — Future
| EI ~ Unknown —None - Future
T Unknown —None —- Future
| SP Unknown  —None— Future
BS Unknown —None — Future
it DT Unknown — None — Future
il SU Unknown — None — Future

| RV Mandatory MISO Assignment 73028137

' Reassignment Information

' Reference# Capacity Start Time  Stop Time

{CA-28-00-00-01-00-12-9E-3C-25}{Open Access
Technology International Inc}

]

hitps://oasis.midwestiso.org/OASIS/MISO/data/transstatusdetails?ASSIGNMENT REF=7... 9/22/2003

JTSIN OASIS Map |
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, CN=Dave MISO Home Page |
Grover | E=david.b.grover@xcelenergy.com }| MISO Home Page |
O=Xcel Energy Real Time Services | OU=NSP Help
~ Preferences
DASIS v345
99/22/2003 08:04:85 ES

https://oasis. midwestiso.org/OASIS/MISO/data/transstatusdetails? ASSIGNMENT REF=7... 9/22/2003



k4

, . 1ransimission Kequest #/31/£/03 petalls

Page1of3

Transmission Request

#75172763 Details
Goto:i =
l Customer Information l Seller/Provnder Information
| Name ) Name
| WILLIAM RAIHALA OASIS_Merge
i Company DUNS Company DUNS
: NSPP 961772399 MISO 158944798
| Affiliated with Provider Phone Fax
it No (317) 249-5523 (317) 249-5860
il Phone Fax E-mail

ll (612)330-7563 (612) 330-6280
E~-mail
il william k raihala@xcelenergy.com

il Status Netification

2

Rollover of #75002989 parhal path reservation from NSP
to NSP/WPS boarder. This reservation cannot be used to
schedule power into WPS unless it is combinéd or
associated with a reservation sinking into WPS

Provider Comments

[ Path and PORPOD Information

Transmxssmn Service

https://oasis. midwestiso.org/OASIS/MISO/data/transstatusdetails?ASSIGNMENT REF=7...

i| POR POD Increment Type Class
il NSP NSP MONTHLY  POINT TO_POINT FIRM

i| Path Name Period Window Sub Class

_/MISO/NSP-NSP// FULL_PERIOD FIXED

f| Source  Sink NERC Curtailment Priority

It NSP WPS 7

‘ Other Curtailment Priority

' Dates and Times “Request Information

Start Date and Time

il 11/01/2002 00:00:00 ES Capacity Requested

i{ Stop Date and Time 100 MW

il 11/01/2003 00:00:00 ES Capacity Granted

| Quened Date and Time 100 MW _

| 10/21/2002 10:34:04 ES BidPrice  Offer Price  Price Units

9/22/2003
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A d

| Approval Date and Time 15355805  1535.5805  $/MW-
il 10/25/2002 07:53:18 ES Month
] Confirmation Date and Time Ceiling Price
i 10/25/2002 09:40:57 ES 9999.06000
|| Rebid Date and Time Negotiated Price
Time Of Last Status Change Status Preconfirmed
il 10/25/2002 09:38:20 ES CONFIRMED No
| Last Updated Date and Time Status Comments -
il 09/21/2003 01:01:33 ES
Type I%(;l;lpetmg Impacted

ORIGINAL 1397

. ! Expiration Dates and Times

Approval Time Limit Confirmation Time Limit Rebid Time Limit

: i Reference Numbers

Assignment Deal Request Sale Posting Related Seller
it 75172763

l Ancillary Services

il Service Requirement "Company Link Type Ref# Capacity

sC Mandatory  MISO Assignment 73325734
RF Optional —None -- Future

i EI Unknown —None — Future

i TL Unknown —None ~ Future
Sp Optional .—None — Future

il BS Unknown —None —~ Future

i| DT Unknown —None — Future

| SU Optional —None — Future

| RV Mandatory MISO  Assignment 73325735

t : Reassignment Information

' ! References Capacity Start Time Stop Time

S m— T ———
—— ———

{CA-28-00-00-01-00-12-9E-3C-25}{Open Access

Technology International Inc} JTSIN OASIS Map |
CN=Dave MISO Home Page |

https://oasis midwestiso.org/OASIS/MISO/data/transstatusdetails?ASSIGNMENT REF=7... 9/22/2003
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»

Grover | E=david.b.grover@xcelenergy.com MISO Home Page |

O=Xcel Energy Real Time Services | OU=NSP Help
Preferences:
OASISv34S
057222083 06:05:34 ES

https://oasis.midwestiso.org/ OASIS/MISO/dataftransstatusdetails? ASSIGNMENT_REF=7... 9/22/2003



1 LAUSHISSIUN ACYUCSL # /7 3 17044y OIS rage i1 o1 3

Transmission Request

#75198449 Details
Gotoj ¥
[ Customer Information . " Seller/Provider Information
_ Name Name
i WILLIAM_RATHALA OASIS_Merge
! Company DUNS Company DUNS
| NSPP : 961772399 MISO 158944798
Affil:ated with Provxder Phone Fax
it No . (317) 249-5523 (317) 249-5860
1 !l Phone Fax E-mail

| (612)330-7563  (612)330-6280 — Wm@m_w_e_sﬁggm ,

| E-mail e g

wiilliam, k.ralhal - g}ener Y.COm Rollover of TSR75001659 Parual path reservation
|| Comments . UpdoComnents from NSP to NSP-WPS interface. Additional

: reservation required to sink in WPS - 100 MW of this

| Status Notification

request assigned to TSR 7352251 for Dec 03
| mailto:william k raihala@xcelenergy. v ‘ -
| fo-wifilam fraiha a@xce energy-com Provider Comments
| Path and POR/POD Information [ Transmission Service
POR POoD Increment Type . Class
| NSP NSP YEARLY POINT _TO_POINT FIRM
it Path Name Period Window Sub Class
| _/MISO/NSP-NSP// FULL_PERIOD FIXED
il Source  Sink : NERC Curtailment Priority
i NSP WPS » 7
3 Other Curtailment Priority
lDatw and Times lr;qnwt Informatxon
il Start Date and Time
| 05/01/2003 00:00:00 ES Capacity Reqnwted
i Stop Date and Time 100 MW
i| 11/01/2005 00:00:00 ES Capacity Granted
il Quened Date and Time 100 MW
il 11/19/2002 17:58:45 ES

Price

- https://oasis.midwestiso.org/OASIS/MISO/data/transstatusdetails? ASSIGNMENT _REF=7... 9/22/2003



* Transmission Request #75198449 Details

r

Page 2 of 3

Approval Date and Time . . . Units
e Bid Price Offer Price
; 12/11/2002 13:25:06 ES 18426.9660  18426.9660 $/MW-
" |it Confirmation Date and Time Year

il 12/12/2002 10:48:00 ES Ceiling Price

il Rebid Date and Time 9999.0000

: : Negotiated Price

i Time Of Last Status Change

il 12/12/2002 10:48:28 ES Status Preconfirmed

!l Last Updated Date and Time CONFIRMED No

it 09/22/2003 01:11:20 ES Status Comments
Type FC{;mp eting Impacted gmspe
RENEWAL 28 619 il

Expiration Dates and Times

———— ————— —

il Approval Time Limit  Confirmation Time Limit Rebid Time Limit
| 12/19/2002 17:58:45 ES

Reference Numbers

’

f| Assignment Deal Request Sale Posting Related  Seller
il 75198449~ 75001659

E&ncillary Services

Service Requirement Company Link Type Ref# Capacity

il SC Mandatory MISO Assignment 73369238
il RE Optional —None —~ Future
| EI Unknown  -—None— Future
il TL Unknown —None — Future
SP Optional — None -~ Future
i| BS Unknown —None - Future
il DT Unknown ~None - Future
i sU Optional —None — Future

-t RV Mandatory MISO Assignment 73369239

l Reassignment Information A

| |

—

Reference# Capacity Start Time Stop Time

{ CA-28-00-00-01-00-12-9E-3C-25} {Open Access .
Technology Intemational Inc} JTSIN OASIS Map |

:

https://oasis.midwestiso.org/OA SIS/MISO/data/transstatusdetails?’ASSIGNMENT REF=7..

|

. 9/22/2003
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CN=Dave MISO Home Page |
Grover | E=david.b.grover@xcelenergy.com MISO Home Page |
O=Xcel Energy Real Time Services | OU=NSP Help
Preferences
OASISv345
09/22/2003 08:06:27 ES
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Transmission Request

#75240401 Details
Gotoj e
‘ Customer Information “ Seller/Provider Information
| Name Name
| WILLIAM RAIHALA OASIS_Merge
il Company DUNS Company DUNS
| NSPP 961772399 MISO 158944798
il Affiliated with Provider ' Phone _ Fax
|it No . .l 317)249-5523 (317) 249-5860
il Phone Fax » E-mail ' .
| (612) 330-7563 (612) 330-6280 tariﬂ‘administraﬁon@;lgidW@sﬁso org ,
| E-mail Comments - tipdaie Eomments

, _ FRD documentatlon recexved P-P spec sheet received.
il Comments 7 ,'. ate: ‘- " s This partial path rollover needs to mitigate FTCAL,_S

| Rollover of #75001660- Start/Stop ime | for the duration of the request Gimpacted by 9.5%).

il changed from 01:00 to 00:00 to change Details of the mmganon scheme in FRD forms and

| from CST to EST. Will mitigate Ft spec sheet.

il Calhoun-South constraint if still

fi necessary. Mitigation already arranged Provider Comments
il through April 30, 2003 using MAPP-

|tf Sched F #494427. Replaces #75104774.

il Status Notification :

it mailto:william k.raihala@xcelenergy.com -

 Path and POR/POD Information || Transmission Service
| POR POD . ‘Increment Type ’ -Class
NSP NSP YEARLY POINT_TO_POINT FIRM
j| Path Name Period Window Sub Class
f| _/MISO/NSP-NSP/ FULL_PERIOD FIXED
| Source  Sink : NERC Curtailment Priority
il NSP WEC 7
‘ Other Curtailment Priority
9
Dates and Times ”_I_{equest Information
| Start Date and Time
il 11/01/2002 00:00:00 E
i S Capacity Requested

httsz/oasis.midwostiso.org/OASISMISO/data/u'ansstamsdetails?ASSIGNMEl\IT_REF=7... 9/22/2003
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L

Il Stop Date and Time 75 MW

11/01/2003 00:00:00 ES Capacity Granted
il Queued Date and Time 75 MW
01/06/2003 11:18:06 ES Price
: Approva] Date and Time Bid Price Offer Price Units
Il 04/15/2003 07:24:36 ES 19546.7387 19546.7387 $/MW-
il Confirmation Date and Time . . Year
| 04/15/2003 09:04:45 ES Ceiling Price
| Rebid Date and Time 9999.0000
: Negotiated Price
Time Of Last Status Change '
| 04/15/2003 09:04:56 ES Status Preconfirmed
| Last Updated Date and Time CONFMD No
l| 09/22/2003 01:11:07 ES Status Comments
Competing
: e
REwaL  Flse

ragezZot 3

e
s—

I—]_C;piration Dates and Times

fl Approval Time Limit  Confirmation Time Limit Rebid Time Limit
| 01/06/2003 11:18:06 ES  04/15/2003 07:24:36 ES

il [ Reference Numbers

il Assignment Deal Request Sale Posting Related Seller
| 75240401 : 75001660

[ Ancillary Services

il Service Requirelﬁent Company LinkType Ref# Capacity
| SC Mandatory  MISO Assignment 73439366

M RF Optional —None — Future
il EI Unknown —None — Future

i TL Unknown —None — Future
Sp Optional —None — Future

i BS Unknown —None — Future

i DT Unknown = —None— Future
il S Optional —None — Future
Mandatory  MISO Assignment 73439367

I ' - Reassigoment Information

Beference# Capacity Start Time Stop Time

T
=

https:/foasis.midwestiso.org/OASIS/MISO/data/transstatusdetails? ASSIGNMENT REF=7..

9/22/2003
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{CA-28-00-00-01-00-12-9E-3C-25} {Open Access

Technology Iritemanonal Inc} JTSIN OASIS Map |
CN=Dave MISO Home Page |

Grover | E=david.b.grover@xcelenergy.com MISO Home Page |

- = MIsU bome rage
O=Xcel Energy Real Time Services | OU=NSP
Help
Preferences
OASIS v345
09/22/2003 08:06: 82 ES

https://oasis. midwestiso.org/OASIS/MISO/data/transstatusdetails?ASSIGNMENT REF=7... 9/22/2003
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Attachment 1-B

FERC Order in Docket No. EL03-40-000



26030303-3034 Issued by FERC OSEC 03/03/2003 in Docket#: EL03-40-.‘000
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102 FERC 61, 255
UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Pat Wood, ITl, Chairman;
* William L. Massey, and Nora Mead Brownell.

Wisconsin Public Service Corporation Docket No. EL03-40-000
Complainant,

V.

Midwest Independent Transmission System
Operator, Inc.

Respondent.

- ORDER DENYING COMPLAINT
(Issued March 3, 2003)

1. In this order, the Commission denies the complaint filed on January 13, 2003 by
Wisconsin Public Service Corporation (WPSC) against the Midwest Independent
Transmission System Operator, Inc. (Midwest ISO). WPSC alleges that the Midwest
IS0 is violating the terms of its Open Access Transmission Tariff (OATT) and its
Business Practices by refusing to allow WPSC to roll over its network transmission
service reservation as a complete path from source to sink, and reassign the receipt point
for this transmission path to an alternate point. This order benefits customers by
providing certainty to the Midwest ISO's customers concerning contractual and rollover
tights to transmission capacity.
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Background

A, WPSC Complaint

2. WPSC is a network service customer of the Midwest ISO.! In its complaint,
WPSC identified several agreements that form the basis for this complaint. First, there is
a five-year power supply agreement with Northern States Power Marketing (N SPM), an
Xcel Energy subsidiary, for the purchase of 150 MW Winter/200 MW Summer of
capacity and energy, and with a term expiring May 2003 (Sales Contract). Second, the
transmission for this energy transaction is covered by two separate "partial path”
transmission service agreements. Prior to the formation of the Midwest ISO, the energy

- covered under the Sales Contract was delivered by Northern States Power (NSP)to an
interconnection point between NSP and the WPSC transmission system pursuant to a
long-term point-to-point transmission agreement between NSPM and NSP as the
transmission provider (NSPM partial path). To complete the transaction, the
transmission of the energy within WPSC's control area was provided under a Network
Integration Service Agreement between WPSC and American Transmission Company,
LLC (ATCLLC) (WPSC partial path).

3. ° After the formation of the Midwest ISO, these transmission agreements were
assigned to the Midwest ISO and service was then provided under the Midwest ISO
OATT.? NSP assigned its transmission service agreement with NSPM to the Midwest
ISO effective February 1, 2002 (MISO/NSPM partial path).> ATCLLC assigned its
network service agreement with WPSC to the Midwest ISO on January 29, 2001
(MISO/WPSC partial path).

4. WPSC states that it began looking for another energy supplier in the summer of
2002 when it learned that NSPM could not continue to meet the required level of

!Service agreement filed in Docket No. ER02-1091-000, and designated as
Midwest ISO Service Agreement No. 150.

%On February 1, 2002, the Mldwest ISO commenced provxdmg transmission
service within its footprint.

*Service agreement filed in Docket No. ER02-951-000, and designated as MISO
Service Agreement 250.

“Service agreement filed in Docket No. ER02- 1091-000, and designated as
Midwest ISO Service Agreement No. 150



) 26030303-3034 Issued by FERC OSEC 03/03/2003 in Docket#: EL03-40-000

Docket No. EL03-40-000 ‘ -3-

capacity to serve WPSC's native load customers under the Sales Contract. WPSC also
began discussions with the Midwest ISO about rolling over the two underlying "partial
path” transmission agreements, and reassigning the point of receipt to another new
supplier that would deliver the capacity and energy over.the same transmission path.

5. According to WPSC, however, the Midwest ISO is refusing to permit the rollover
of the two "partial path" transmission agreements as one "seamless” transmission
reservation. WPSC alleges that, while the Midwest ISO will allow WPSC to roll over
and reassign the receipt point related to the MISO/WPSC partial path, the Midwest ISO
notified WPSC that it does not have rights to the entire transmission path, and that
WPSC will need the consent of NSPM, as the holder of the MISO/NSPM partial path
before the Midwest ISO will roll over and reassign the entire transmission path. WPSC
states that NSPM refuses to assign this "partial path” transmission path to WPSC.

6. WPSC argues that the Midwest ISO violated its Business Practices which required
Midwest ISO to merge these two "partial path” service agreements at the time of the
Midwest ISO's formation. WPSC claims it believed the Midwest ISO had in fact,
merged the two partial paths because the Midwest ISO treated the two agreements as one
seamless reservation for scheduling and operational purposes. In addition to the
Midwest ISO treating the transactions as one, WPSC states it has been paying for the
MISO/NSPM transmission capacity pursuant to the Sales Contract.

7. Finally, WPSC also argues that it is paying the Midwest ISO twice for
transmission service. WPSC explains that prior to the commencement of the Midwest
1SO operations, WPSC paid pancaked transmission rates for transmission service from
the NSPM network resource to the WPSC network load. WPSC paid the NSP
transmission rate to NSPM pursuant to the terms of the Sales Contract, and paid a
separate network service charge first to ATCLLC, then to the Midwest ISO. According
to WPSC, once the Midwest ISO began operations, WPSC should only be required to
pay a single network rate to the Midwest ISO for its network integration transmission
service. Instead, WPSC alleges that it is paying the Midwest ISO network service rate,
and the point-to-point transmission rate for the MISO/NSPM transmission service.

8.  WPSC requests the Commission to order the Midwest ISO to formally merge the
two "partial path" transmission agreements, to permit WPSC to roll over the transmission
path and reassign the receipt point to an alternate point, and to eliminate the point-to-
point transmission charges associated with the MISO/NSPM partial path.
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B B. The Midwest ISO Answer

9. In its January 27, 2003 answer, the Midwest ISO requests the Commission to
dismiss WPSC's complaint and require WPSC to use the Internal Dispute Resolution

- Procedures in Section 12.1 of the Midwest ISO OATT to resolve this matter. According
to the Midwest ISO, the issues raised by WPSC in its complaint are the type of issues the
Commission directed ISO's and RTO's to handle through their own dispute resolution
mechanism in order to prevent an undue burden being imposed on Commission
resources.

10.  The Midwest ISO argues that the MISO/NSPM partial path and the MISO/WPSC

~ partial path transmission agreements establish separate rollover rights. The Midwest ISO
also argues that it properly did not merge the two "partial paths" because it was dealing
with two separate and distinct reservations made by two separate customers, even though
the reservations are being used together. The Midwest ISO points out that NSPM has
not agreed to a merger of its "partial path” with that of WPSC. The Midwest ISO
acknowledges that while the two "partial paths" are treated as a single path for certain
operational purposes, this treatment does not affect or change the respective contractual
ownership rollover rights of NSPM or WPSC.* The Midwest ISO concludes therefore
that NSPM has the right to renew and rollover its right to transmission service over its
partial path, as  does WPSC over its partial path, and that WPSC's rollover rights extend
only over its part of the subject path.

11.  Finally, the Midwest ISO argues that it properly accounted for WPSC's payments
under separate network service and point-to-point transmission service agreements. The
Midwest ISO points out that WPSC has been receiving firm point-to-point transmission
from the NSPM under a service agreement that remains in force and effect. In addition,

- WPSC has been receiving network service from the Midwest ISO pursuant to a Network
Interconnection Transmission Service Agreement assigned to the Midwest ISO by
ATCLLC. In short, WPSC has received two services for which it is required to pay two
separate rates.

12. The Midwest ISO therefore requests the Commission to dismiss the complaint and
order the WPSC to use the Dispute Resolution Provisions of the Midwest ISO's OATT or

*The Midwest ISO also points out that while it treats the two "partial paths” as a
single transmission transaction for the Sales Contract, the NSPM point-to-point
transmission path also continues to exist as a separate "partial path” on the Midwest
ISO's OASIS.
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in the alternative, to affirm that the Midwest ISO has acted in accordance with its OATT
and Business Practices by not granting WPSC'’s request to receive NSPM's rights to the
MISO/NSPM partial path. '

Notice of Filing and Responsive Pleadings

13.. Notice of WPSC's complaint was published in the Federal Register, 68 Fed. Reg.
3878 (2003), with interventions and protests due on or before January 27, 2003.
Midamerican Energy Company and Reliant Resources, Inc. filed timely motions to
intervene. Wisconsin Electric Power Company filed a timely motion to intervene with
comments supporting WPSC's complaint, and requesting the Commission to require the
Midwest I1SO to merge the two transmission paths as required under the Midwest ISO
OATT and Business Practices.

14.  Xcel Energy Services, Inc., filing on behalf of Northern States Power Company
(Minnesota) and Northern States Power Company (Wisconsin) (collectively, NSP)
arguing that NSP properly owns the rollover rights associated with the NSPM "partial
path” transmission agreement, that the Midwest ISO propetly decided against merging
the two separate "partial path" transmission agreements, and that WPSC is not being
double charged for the transmission service underlying these two "partial path"
transmission agreements. NSP, therefore, requests the Commission to reject WPSC's
complaint and to confirm that the Midwest ISO was correct to find that the two "partial
path” transmission agreements are separate and distinct and should not be rolled over to
WPSC.

15.  On February 6, 2003, WPSC filed an answer to the Midwest ISO's answer.
 Discussion
A.  Procedural Matters
16.  Pursuant to Rule 214 of the Commission's Rules of Practice and Procedtires,‘ the
timely, unopposed motions to intervene serve to make the entities that filed them parties
to this proceeding. Rule 213(a)(2) of the Commission's Rules of Practice and Procedure

prohibits an answer unless otherwise permitted by a decisional authority.” We are not
persuaded to allow WPSC's answer.

18 C.FR. § 385.214 (2002).
"18-C.F.R. § 385.213(a)(2) (2002).
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B. Decision on Complaint

17. We find that the Midwest ISO appropriately followed its Business Practices by not
merging the two separate and distinct partial path reservations of NSPM and WPSC.
Further, we find that the Midwest ISO did not inappropriately deny rollover rights to
WPSC. : ;

18.  Under its Business Practices, the Midwest ISO provides only an option to merge
partial path reservations that meet specific criteria.® Additionally, under its procedures,
the Midwest ISO only merges partial path transactions having the same owner, at the
owner’s request. The partial paths at issue here involve separate arrangements with
different transmission services and customers that can not be merged without the consent
of both transmission customers. '

19.  Given that NSPM, the customer under the MISO/NSPM partial path contract, has
not agreed to relinquish these rights, the Midwest ISO is correct to apply transmission
rights to the rightful owner of each partial path transmission customer. NSPM has the
contractual rights to the point-to-point transmission service across NSP's transmission
system. WPSC has the contractual rights to the network transmission service over
ATCLLC's transmission system. The fact that the Midwest ISO freated the combined
transactions as one for-scheduling purposes; and that WPSC reimburses NSPM for the-
MISO/NSPM partial path transmission service under the terms of the Sales Contract,.do -
not confer contractual rights to the transmission capacity to permit such a merger, as
claimed by WPSC. We find that the Midwest ISO has appropriately followed Section
10.1 of its Business Practices and that the transactions do not qualify for merging.

*Section 10.1 of the Midwest ISO's Business Practices describes the specific
process used to place pre-OATT services on the Midwest ISO OASIS. Under Section
10.1, the Midwest ISO first undertook a conversion process through the use of a merge
tool. The Midwest ISO used the following criteria to determine if partial path
reservations can be combined: (1) whether the type of services sold is identical; (2)
whether the time period of the service originally sold is identical; and (3) whether the

- reservations identified by the customer form a continuous path.
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20. In addition, the Midwest ISO did not inappropriately deny rollover rights to
WPSC under its OATT.® Both NSPM and WPSC are entitled to maintain their existing
contractual rights and exercise their individual rollover rights with respect to each such
partial path agreement. NSPM has the right to renew and rollover its rights to
transmission service over the MISO/NSPM partial path, as does WPSC over its partial
path. We find that the Midwest ISO can only allow WPSC to rollover its partial path
transmission service, consistent with its pre-existing partial path transmission rights on

the ATCLLC system."

21, Under Section 2.2 of the Midwest ISO OATT, all existing firm service customers
with a contract term of one year or more have the right to continue to take service from
the Midwest ISO when the contract expires, rolls over or is renewed. In addition,
Section 9.3.1 of the Midwest ISO's Business Practices states that the Midwest ISO "will
not sell new transmission service that would cause a customer's rollover right to be
denied prior to the customer's rollover rights notification deadline." Therefore, the
Midwest ISO cannot grant WPSC rollover rights to a transmission path to which WPSC
is not entitled to the detriment of NSPM, the party holding such rights.

22.  Finally, we find that WPSC paid the appropriate rates for two separate services
under two separate agreements. WPSC has been receiving power delivered pursuant to
NSPM's firm point-to-point transmission service through a five-year Sales Contract with
NSPM. NSPM is the transmission service customer under the Midwest ISO OATT, for
which WPSC reimburses NSPM pursuant to the Sales Contract. In addition, WPSC has
been receiving network service from the Midwest ISO pursuant to a Network Integration
Service Agreement that was assigned by ATCLLC to the Midwest ISO."" WSPC has
been receiving and paying for two distinct services, the point-to-point service (as a
customer of NSPM for power supply) and the network service (as a direct customer).

9Section 9.3 and10 establish procedures for implementing rollover rights for long-
term firm transmission services under Midwest ISO OATT.

190 March 1, 2002, the Midwest ISO filed a Notice of Succession for the
assignment of certain ATCLLC service agreements to the Midwest ISO OATT. Among
these was a partial path Network Integration Transmission Service Agreement between
ATCLLC and WPSC which provided service from the NSP/WPSC interface point to
WPSC load.

IMidwest ISO Service Agreement No. 150, MISO OATT, Original Sheet No.
534.
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23. In addition, we find that the Midwest ISO has not been unjustly enriched under
the transactions. Under the license plate rate formula adopted by the Midwest ISO, the
revenues associated with the point-to-point transaction are allocated to the transmission
owner systems that support the service pursuant to a point-to-point revenue distribution
method. Therefore, WPSC will ultimately receive a portion of these revenues. WPSC's

~ network service revenues will also flow back to the transmission owner on whose
transmission system the transactions sink. '

24. 'WPSC argues that it will have no other altemative but to construct up to 76 MW
of diesel generation in its service territory with the denial of the partial path merger and
rollover rights. The Midwest ISO, however, notes that WPSC will continue to have
partial path rights to approximately 165-175 MW Winter and 76 MW Summer through
ATCLLC as an alternative.

25. The Commission will not require this proceeding to go through dispute resbhxtion
procedures as suggested by the Midwest ISO. Timely action is required so that WPSC
can make alternative arrangements to serve its native load customers. We believe that
the facts as presented in this proceeding are sufficient for the Commission'’s decision in
this instance. o
The Commission orders:

WPC's complaint is hereby denied, as discussed in the body of this order.
By-the Commisston.

(SEAL)

Magalie R. Salas,
Secretary.






December 8, 2003

Ms. Mary J. Fisher By e-mail transmission to Mary.J Fisher@xcelenergy.com

Re: Letter of October 22, 2003, Dispute Resolution

Dear Ms. Fisher:

Upon Review of Mr. Grover’s October 22, 2003 submittal and consistent with our conversation
last week I am able to report the following:

I have verified that the revenue distribution regarding the particular point-to-point reservations
identified in Mr. Grover’s letter are as he has stated; they are being distributed to American

Transmission Company, LLC.

I have verified that at the present time, there are no other within MISO partial path point to point
reservations held by one party linking to network service sinking in another MISO zone where the
holder of the point to point service is different than the holder of the network service.

I have reviewed the FERC’s Order Denying Complaint in Docket No. EL03-40-000 issued on
March 3, 2003 (102 FERC §61,255). In particular, paragraph 23 of that Order presumes that the revenue
distribution for the point-to-point service is distinct from assignment to the ATCo zone.

I have reviewed the Company’s Business Practices for Partial Path OASIS Treatment and for
Partial Path Reservations. Neither of these requires the distribution of the revenue from the point-to-
point service to ATCo LIC.

1 have reviewed the provisions of Appendix C to the Midwest ISO Agreement Section ITI. A.

Upon completion of this review, it is my conclusion that it is appropriate to resolve the dispute
with Xcel by agreeing with Xcel. The Midwest ISO is providing point-to-point service on this portion
of the path. The FERC has upheld MISO’s and Xcel’s view that this service is separate and distinct
from the network service held by Wisconsin Public Service Corporation that is used to deliver the
energy to network load. Therefore, none of the six stated directions in Appendix C Section III. A.
Paragraphs 1-6 properly applies to the transmission revenue associated with these reservations. Instead,
the appropriate treatment is for them to be dealt with according to the procedure described in Paragraph
7.
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A copy of this letter is being transmitted to our settlements function, to the Officer responsible
for that function and to the Chief financial Officer. I expect to be able to report to you shortly on the
timing and mechanics of reversing the prior treatment accorded to these reservations and implementing
the appropriate revenue distribution. A single month action would seem to present an overly large
disraption. Because of the effect this will have on ATCo LLC, I request your permission to inform that
transmission owner of the existence of your dispute and the basis for its resolution.

Please let me know from your viewpoint if this constitutes a full resolution of your dispute.

Yours truly,

Stephen G. Kozey

Cc:  Jim Stanton, ADR Committee
Michael Holstein, Chief Financial Officer
William Phillips, Vice President
Joe Gardner
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Vice President, Secretary and
General Counsel

Direct Dial: 317-249-5431
E-mail: skozey@midwestiso.org

Miso
Y MIDWEST INDEPENDENT TRANSMISSION SYSTEM OPERATOR, INC.

December 30, 2003

Ms. Julie Voeck, Manager

Regulatory Policy and Strategic Planning
ATC Management Inc.

N 19 W23993 Ridgeview Parkway W.
Waukesha, Wisconsin 53188

- Dear Ms. Voeck:

In our conversation of December 23, 2003, it was determined that you would be the appropriate
person at American Transmission Company, LLC (“ATCLLC”) to receive the written reply I committed
to make during the call. Thave referred below to the five items that I committed to respond to. The
balance of the letter presents responses to each of the items. I will be out of the office until Monday the
12th of January, but if you need to discuss the matter further before then, Mike Holstein will be back on
Monday the 5th.

Five Points to be addressed:

1. Send ATCLLC a copy of Xcel Energy’s October 22nd initiation of formal dispute and the
Midwest ISO’s December 8th communication to Mary Fisher;

2. ‘Why was no notice of Xcel Energy’s use of the Alternate Dispute Resolution process given

to ATCLLC;

Why Section 12.1 of the Midwest ISO OATT does not apply to this situation;

Why Appendix C Section III A (2) of the Midwest ISO Agreement’ does not require the

assignment of the point-to-point revenue from the four reservations to ATCLLC; and

5. What relevance Article IX Section K of the Midwest ISO Agreement has to the resolution of
this dispute.

P w

Item 1 —- Response

Copies of Xcel Energy Services, Inc.’s (“Xcel”) October 22, 2003, letter to Stephen G. Kozey
and the Midwest ISO’s December 8, 2003, response accompany this letter.

! The Agreement of Transmission Facilities Owners To Organize The Midwest Independent Transmission System
Operator, Inc., A Delaware Non-Stock Corporation. The Midwest ISO Agreement is on file with the Federal Energy
Regulatory Commission as Midwest ISO FERC Electric Tariff, First Revised Rate Schedule No. 1.

» 701 City Center Drive » Carmel, Indiana 46032 »317-249-5400 » www.midwestiso.org
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Item 2 — Response

The processing of disputes under Appendix D to the Midwest ISO Agreement upon their initial
submission and first stage processing has been undertaken on a confidential basis. That is, the existence
of the dispute, identity of the disputing entity and progress of the dispute have been kept confidential.
The Alternate Dispute Resolution Committee does not disclose this information and neither has the
Midwest ISO.

The provisions of Appendix D do not call for the Midwest ISO to provide notice to anyone. The
only point at which the interests of third parties are identified and dealt with is Appendix D Section IV
(E), which deals with arbitration. In that section discretion is given to the arbitrator to permit
intervention upon application. That process has been implemented in the past by notice being given to
all Owners in the only prior dispute that has gone to arbitration.

The Midwest ISO has, after securing a waiver of any objection to disclosure from Xcel Energy
Services, brought the matter to ATCLLC’s attention because of the effect that the resolution of the
dispute is expected to have on ATCLLC. At this time, the Midwest ISO has not given notice of Xcel
Energy’s dispute or the Midwest ISO’s change of interpretation on the proper revenue distribution for
the four point-to-point reservations at issue to all other Owners and similarly situated ITCs. Each
transmission entity that receives distribution of point-to-point revenue will be financially affected by
resolution of this matter.

Item 3 — Response

Section 12.1 of the Midwest ISO OATT covers disputes “involving transmission service under
the Tariff.” The section further states, “All disputes involving invoices under the Tariff shall further be
governed by the Billing Dispute Resolution Manual.” The Xcel Energy Services dispute with the
Midwest ISO was not a dispute involving Transmission Service under the Tariff. Neither did it involve
invoices under the Tariff. Article Three Section IV B of the Midwest ISO Agreement directs that the
provisions of Appendix D be used to resolve disputes that are not covered by the Transmission Tariff.
On its face and as presented to the Midwest ISO it was a dispute concerning the Midwest ISO’s
performance in distributing transmission revenue among Owners pursuant to the requirements of
Appendix C to the Midwest ISO Agreement.

Item 4- Response
Appendix C Section IIT A (2) states as follows:

Revenues collected by the Midwest ISO for transmission services involving retail electric
load that had the right to choose a different supplier under a state retail access program or
legislation, shall be fully distributed to the Host Zone, regardless of whether the
customers comprising such retail electric load have exercised such right to choose.

The transmission service at issue is service reserved, purchased by and invoiced to Northern
States Power {(“NSP”) through its affiliate Xcel Energy Services, Inc. The Federal Energy Regulatory
Commission, in March of this year, dismissed the complaint of Wisconsin Public Service Corporation
against the Midwest ISO regarding the treatment of roll-over rights associated with the point-to-point
reservations as to which the Midwest ISO’s revenue distribution behavior is now at issue. 102 FERC
961,255 (2003). That decision establishes that the point-to-point service is contractually and legally
distinct from the network service Wisconsin Public Service Corporation purchases under the Midwest
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ISO OATT.. The point-to-point service is bought by Xcel Energy (Northern States Power). The delivery
for the service is at the NSP/ATCLLC border. As point-to-point service it can be, and is routinely,
redirected by the contractual party who is the customer.

That point-to-point service does not involve retail electric load in a choice state as the Midwest
ISO understands that term. To “involve” retail load, the Midwest ISO has interpreted the requirement to
mean that the seller to the retail load has purchased transmission service from the Midwest ISO and that
such service is sinking in the host zone. Such examples of transmission service where choice has been
exercised would include aggregators, alternate electric retail suppliers or the retail entity itself. Where
choice has not been exercised the incumbent utility’s purchase of service, network or point-to-point
service to sink in its zone is credited to its zone. This requirement is more directly dealt with by
direction 4 in Appendix C Section III A, “Revenues collected by the Midwest ISO for Network
Transmission Service shall be fully distributed to the Host Zone.” Transmission service purchased by
third parties on the Midwest ISO system receives its own treatment under Appendix C.

Item 5 — Response

The Midwest ISO does not believe that Article IX Section K is implicated in the instant dispute
or its resolution. The referenced section states: “No Owner, Member, or User shall be liable to any
other Owner, Member, or User for any actions taken pursuant to the direction of the Midwest ISO
except in cases of the gross negligence or intentional wrong-doing of such Owner, Member or User.”

No lawsuit or proceeding to determine liability under contract, tort or any other theory is
underway or threatened. The Midwest ISO believes the quoted section should be read in concert with
Article IV Section II D of the Midwest ISO Agreement that provides for assumption of liability by
Owners and for indemnification of the Midwest ISO and the indemnified Owners. Section K ~
“Limitation On Liability” would relate to the liabilities assumed earlier in the Midwest ISO Agreement.

& 7%
enclosures

Cc:  Dave Grover, Xcel Energy
Michael Holstein, Midwest ISO
Joe Gardner, Midwest ISO
Doug Moss, Midwest ISO

Yours trul

Stephen G. Kozey






AMERICAN TRANSMISSION COMPANY*
THE ENERGY ACCESS COMPANY

WALTERT. WOELFLE
VICE PRESIDENT, LEGAL AND SECRETARY

January 23, 2004

Mr. Stephen G. Kozey

Vice President, General Counsel and Secretary

Midwest Independent Transmission System Operator, Inc.
701 City Center Drive

Carmel, IN 46032

Re: Notification of Billing Dispute — Invoice No. 47007101
And
Request for Dispute Resolution

Dear Mr. Kozey:

Pursuant to Sections 7.3 and 12.1 of the Open Access Transmission Tariff for the Midwest
Independent System Operator, Inc. (“MISO OATT”) and to the extent applicable, pursuant to
Appendix D to the Agreement of Transmission Facilities Owners to organize the Midwest
Independent System Operator, Inc., a Delaware non-stock corporation (“TOA”), ATC
Management Inc. (“ATCMI”) as corporate manager of and on behalf of American
Transmission Company LLC (“ATC”) hereby formally disputes $364,389 of Schedule 11
charges billed to ATC by MISO on Invoice No. 47007101, dated January 8, 2004.

This letter will describe the nature of ATC’s billing dispute and the reasons why ATC is
disputing the invoice. The dispute involves the following: (a) MISO’s change to its long-
standing allocation of point-to-point transmission revenues associated with transmission
service reservations under the MISO OATT, (b) MISO’s improper attempt to bill for and to
recover presently, revenues previously allocated to ATC under its prior interpretation
regarding point-to-point revenue allocation and (c) MISO’s failure to deal fairly with ATC,
one of its members, as a result of its ex parte resolution of a Request for Dispute Resolution
filed by Xcel Energy (“Xcel”). The transmission service reservations mentioned above relate
to point-to-point transmission service on the system of Northern States Power Company
(“NSP”), the cost of which is included in bundled power purchases by Wisconsin Public
Service Corporation (“WPSC”), which are designated network resources.

As described in detail below, ATC disputes MISO’s ex parte action changing a long-standing
interpretation of revenue allocation, in effect amending, without authority, the TOA and its
attempt to retroactively apply a new methodology. MISO’s actions cannot stand.

MAILING ADDRESS: P.O. BOX 47 » WAUKESHA, W| 53187-0047 » Phone: 262-506-6830 = Fax: 262-508-6710 » wwoelfle@atclic.com
STREET ADDRESS: N18 W23993 RIDGEVIEW PARKWAY WEST » WAUKESHA, Wi 53188-1000
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A. MISO’s change to its long-standing allocation of the point-to-point revenues at issue

is incorrect.

From February 1, 2002 to December 8, 2003, the period of time involving the vast majority
of MISO’s provision of transmission service under its OATT, MISO allocated the revenues
received from the point-to-point transactions pursuant to the provisions of TOA Appendix C,
Section III.A.2. (“Section II.A.2.”)! Under this provision, 100% of the revenues associated
with the point-to-point transactions at issue were allocated to ATC as the Host Zone. On
December 8, 2003 MISO, via a letter from Mr. Stephen G. Kozey, Vice President, General
Counsel and Secretary, to Ms. Mary J. Fisher, Xcel Energy Services (the “December 8
Letter”), determined that the point-to-point revenues at issue should be allocated according to
the provisions of TOA Appendix C, Section IIL.A.7. (“Section III.A.7.”). Under this
provision, the point-to-point revenues are allocated across MISO’s network customer base on
the basis of flow and transmission investment. MISO, in the December 8 Letter and a letter
dated December 30, 2003 from Mr. Kozey to Ms. Julie Voeck, Manager Regulatory Policy
and Strategic Planning, ATCML (“December 30 Letter”), provided four reasons for the
allocation change from Section ITI.A.2. to Section III.A.7. None of these four reasons
provide any justification for making the allocation change.

(i) Inthe December 8 Letter, it is stated that “I have reviewed the company’s
business practices for partial path OASIS treatment and for partial path
reservations. Neither of these requires the distribution of the revenue from the
point-to-point service to ATCo LLC.” While the statement is correct, it is
irrelevant. Article Three, Section IILE. of the TOA directs MISO to distribute
revenue to its owners in an amount determined in accordance with Appendix
C to the TOA. Thus, for revenue distribution purposes, Appendix C governs.
MISO’s business practices should implement Appendix C, not override it.

(ii) The December 8 Letter refers to a FERC Order holding that the point-to-point
transactions involving WPSC are separate and distinct from the network
service held by WPSC and concludes that Section II.A.7. is the appropriate
allocation methodology.

(iii) Inits December 30 Letter, MISO again references the FERC Order as
justification for the Section III.A.7. allocation — This will respond to the

! Section ITI.A.2. reads as follows: “Revenues collected by the Midwest ISO for transmission services
involving retail electric load that had the right to choose a different supplier under a state retail access program
or legislation, shall be fully distributed to the Host Zone, regardless of whether the customers comprising such
retail electric load have exercised such right to choose.
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(v)

FERC Order issues raised in both the December 8 Letter and December 30
Letter.

On January 13, 2003 WPSC filed a complaint against MISO which was
docketed as EL03-40. The complaint involved WPSC’s assertion of rollover
rights for the point-to-point transactions it was using in conjunction with its
network service to bring power from designated network resources to its
native load. The complaint did not involve the allocation of point-to-point
revenues among MISO network transmission customers. The only issue
involving revenues was WPSC’s assertion that it was paying twice for the
same service, one point-to-point charge and its network service charge. FERC
upheld the pricing. The distribution of the point-to-point revenues was not at
issue except to show that MISO did not keep the revenues. The ‘
appropriateness of MISO’s allocation of the point-to-point revenues was not
part of the case and Paragraph 23 of the Order in Docket EL03-40 issued
March 3, 2003 discussing the revenue allocation is dicta insofar as providing
any support for use of Section IIL.A.7. instead of the long-standing practice of
allocating according to Section III.A.2.

It should be noted that WPSC filed a request for rehearing which was granted
for purposes of further consideration on May 2, 2003. The issue is still
pending. MISO’s reliance on dicta in a FERC Order which is subject to a
pending rehearing as the basis for seeking millions of dollars from ATC and
its customers, is not well founded.

The December 30 Letter also attempts to justify use of Section ITILA.7. for
allocation claiming that point-to-point service does not “involve” retail
electric load in a choice state. It goes on to indicate that to “involve retail
load, MISO has interpreted the requirement to mean that the seller to the retail
load has purchased transmission service from the Midwest ISO and that such
service is sinking in the Host Zone. MISO’s attempt to justify what the word
“involving” means in the context of Section IIL.A.2. is contradicted by its
own pleadings in Docket EL03-40. In that proceeding there was no question
that the point-to-point transactions were used to serve WPSC’s native load
customers.

MISO, in its Motion to Dismiss and Answer of the Midwest Independent
Transmission System Operator, Inc. filed on January 27, 2003 in Docket
EL03-40 stated that “taken together, the NSPM ‘partial path’ and the WPS
‘partial path’ formed a full path transaction which is the subject of the WPS
complaint.”” The referenced footnote provides clear indication that the point-
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to-point transaction was one clearly “involving” retail electric service in a
state with retail access. Footnote 9 reads as follows:

“Prior to implementation and operation of the Midwest ISO, WPS
and NSPM had entered into a Power Sales Agreement (‘PSA’) for
NSPM to provide WPS energy and capacity resources necessary to
meets its system load requirements through an initial term that
expires on May 1, 2003.” The PSA required that NSPM arrange for
transmission services necessary to deliver such energy and capacity,
and WPS had agreed to reimburse NSPM for the cost of such
transmission service. Such transmission service currently is being
provided over the NSPM “partial path”.

At page 11 of its Motion to Dismiss and Answer, MISO indicates that:

“In order to complete the transaction from the NSPM ‘partial path’,
WPS entered into a Network Integration Service Agreement with
ATC LLC.* This Network Integration Service Agreement
constitutes the WPS “partial path® which, together with the NSPM

‘partial path’ establishes the necessary operational ‘complete’ path
for WPS to serve its network load.”

Footnote 25 reads as follows:

“In order for the PSA to be designated as a network resource, and for
WPS to procure such network transmission service from ATC LLC,
WPS would have been required to show that it had transmission
service to receive power at the ATC LLC interface with NSP TP.
The NSPM-NSP TP long-term, firm point-to-point transmission
service agreement was thus a necessary component of the
“complete” path required by WPS.”

For MISO to now take the position that the point-to-point transactions were
ones not “involving” retail service to a state which had retail access, given
statements in its pleading in Docket EL03-40 is simply not credible. In fact,
MISO even says that the point-to-point transactions are necessary for WPSC
to service its native load. WPSC and its affiliate Upper Peninsula Power
Company provide retail electric service in Michigan, a state with retail
access. We Energies and its affiliate also provide retail electric service in
Michigan.
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As noted above, MISO in the December 30 Letter takes the position that it
now interprets “involving retail load” to mean that the seller of the retail
load has purchased transmission service from MISO and that such service is
sinking in the Host Zone. MISO’s interpretation that the purchaser of the
point-to-point service must be the seller to retail load not only is contrary to
its statements in pleadings as discussed above, but is offered without
explanation as to why MISO’s long-standing previous interpretation should
be changed.

Finally, MISO’s attempt to significantly change the long-standing
distribution of revenues under Section III.A.2. is not a change in
interpretation but it is an attempt to modify the TOA as to matters, the sole
power over, rests in the Transmission Owners. TOA Article Two Section
IX.C.6. provides that:

“The distribution of transmission service revenues collected by
the Midwest ISO and the methodology for determining such
distribution, as set forth in Appendix C to this Agreement, and
the return of start-up costs, provided for in Appendix C to this
Agreement, also shall not be changed except by unanimous vote
of the Owners.”

The Owners, not MISO, have the exclusive power, exercisable only by
unanimous vote, to change the distribution of transmission service revenues
as well as the methodology for determining such distribution as set forth in
Appendix C. MISO’s change in “interpretation” and its indication in the
December 8 Letter that it will seek to recover from ATC revenues allocated
to ATC under Section III.A.2., ostensibly dating back to February 1, 2002
constitutes, in effect, an amendment to Appendix C. The amount at issue is
in excess of $6 million. This reflects the difference between what ATC
received under the Section III.A.2. allocation and what it would receive
under the Section III.A.7. allocation. MISO simply does not have unilateral
authority to amend the application of Appendix C.
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B. Even if MISO is correct in its ability to change its long-standing revenue allocation

prospectively, it cannot take back and redistribute revenues distributed in accordance with
Section III.A.2. prior to its December 8, 2003 decision, nor can it seek to use Section III.A.7.
to allocate revenues prior to December 8, 2003 which had previously not been billed or
allocated.

As noted above, the invoice which ATC is disputing is based upon allocation of revenues
pursuant to Section IIL.A.7. for the entire month of December despite the fact that MISO only
determined on December 8 to change its long-standing prior allocation methodology.?
MISO’s actions are incorrect and unsupported.

From a monetary standpoint, the more significant and egregious position that MISO has
taken is set forth in its December 8 Letter in which it indicates that it would seek to reverse
the prior allocation (ostensibly back to February 1, 2002) and look to ATC for these
revenues.

Assuming for the sake of argument that the two sentences in FERC’s Order in Docket ELO3-
40 relating to revenue allocation are not dicta, that MISO’s recent decision to use Section
IILA.7. is the correct allocation method to apply and that MISO’s change in interpretation is
not such that it is a prohibited amendment of the TOA by MISO are all true, MISO still
cannot apply its change of allocation interpretation retroactively. In neither its December 8
Letter nor in its December 30 Letter does MISO site any authority to support its position that
it can go back almost two years to take back and reallocate revenues received by one
transmission owner.

Looking to MISO’s OATT as guidance, since the revenues that are allocated under the TOA
are derived from transmission service under the MISO OATT, there is no support for
MISO’s position of unlimited retroactive adjustments, but just the opposite. The MISO
OATT allows a limited period to challenge and effect correction of billing disputes. MISO
OATT Section 7.1 requires that all transmission charges for a month be billed within a
reasonable time after the first day of the next month. Section 12.1 of the MISO OATT
permits challenges to the invoices issued under MISO OATT Section 7.1 to a 90-day period
subsequent to the date of the invoice.

20na monthly basis, MISO sends two electronic files to ATC, File MR and File MC. File MR sets forth
revenue credits allocations and File MC provides the basis for charges which are then summarized in an
invoice. With respect to the revenue credits and charges for the month of December, 2003, MISO in File MR
included revenues allocated according to its long-standing methodology Section HHLA.2. as well as revenues
allocated according to Section ITLA.7. In File MC and in invoice #47007101, the revenues associated with
Section IT1.A.2. methodology are shown as charges. The effect then, through the use of the invoice, is to
allocate revenues to ATC only on the basis of the Section IIL.A.7. methodology. MISO bas made this allocation
for the entire month of December despite the fact that it did not determine to change methodologies until
December 8.
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Absent any provision in an agreement between MISO and its transmission owners addressing
MISO’s retroactive reallocation authority, it would appear that MISO’s general authority
through its OATT and the filing of the TOA as a rate schedule should be no greater under the
Federal Power Act than FERC’s own authority regarding retroactive application. Rate
changes filed under Section 205 of the Federal Power Act are prospective. Section 206
proceedings involving charges that existing rates are unjust or unreasonable brought either by
FERC on its own motion or by affected parties, are also prospective in that if refunds are
ordered the refund effective date is between 60 days after the complaint was filed and five
months after such 60 days.

MISO apparently wishes to retroactively reallocate revenues going back a period of over two
years. Particularly troubling is that under MISO’s apparent theory, there would be nothing to
prevent it from deciding ten years from now that revenues which had been allocated one way
should be taken back and reallocated. Given this possible situation, MISO’s position is
simply not sustainable.

There are other provisions of the TOA which must be consulted regarding the responsibility
for revenue allocation decisions. Article Three, Section IV.A. of the TOA indicates that:

“A. Assume Liability. With respect to the signatories to this Agreement, the
Midwest ISO shall assume liability for any injury or damage to persons or
property arising from the Midwest ISO’s own acts or neglect, including the
acts or neglect of its Directors, Officers, employees, agents, and contractors,
and shall release, indemnify, and hold harmless each Owner, and the Owners
as a group, from and against all damages, losses, claims, demands, suits,
recoveries, costs and expenses, court costs, attorney fees, and all other
obligations by or to third parties, arising from the Midwest ISO’s performance
or neglect of its obligations under this Agreement, except in cases where, and
only to the extent that, the gross negligence or intentional wrongdoing of an
Owner, or the Owners as a group, contributes to the claimed injury or
damage.”

In addition, Article Nine, Section K of the TOA provides that:

“K. Limitations On Liability. No Owner, Member, or User shall be liable to
any other Owner, Member, or User for any actions taken pursuant to the
direction of the Midwest ISO except in cases of the gross negligence or
intentional wrong-doing of such Owner, Member or User.”
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If MISO was wrong in its February, 2002 decision to allocate the point-to-point revenues at
issue pursuant to Section ITI.A.2., then it should be liable for that mistake. If, on the other
hand, MISO was not negligent but was acting on a good faith understanding of FERC policy
at the time, which policy arguably was changed in the March 3, 2003 Order in Docket EL03-
40, then the correct date for applying the changed allocation, on a prospective basis, would
be December 8, 2003, when MISO made its determination.

In any event, it is clear from the December 8 Letter that as a result of its changed
interpretation MISO would look to ATC to refund monies so that MISO could reallocate
them to all of the MISO transmission owners. MISO is clearly indicating that it is holding
ATC liable to it and the other transmission owners for following MISO’s directions as to
receipt of revenue allocations. Under the provisions of TOA Article Nine, Section K, ATC
cannot be held liable for following MISO’s directions.

C. MISO’s failure to notify ATC of Xcel’s formal dispute request and thus to allow ATC
the opportunity to participate was a denial of fundamental due process.

Xcel’s request for dispute resolution was filed with MISO on October 22, 2003. MISO, in its
December 8 Letter came to the conclusion that Xcel’s position regarding the allocation of the
point-to-point revenues using Section IT.A.7. was correct. ATC learned of the filing of the
formal request for dispute resolution and MISO’s decision on December 9, when an ATC
representative at a MISO meeting was informed of this by MISO staff. Subsequently, a
telephone conference was held on December 23 among representatives of MISQO, Xcel and
ATC for the purpose of providing information to ATC concerning MISO’s decision and its
ramifications. MISO agreed to respond to certain questions raised at the telephone
conference and in its December 30 Letter it responded to the question of why it had not
informed ATC of the filing of the formal dispute resolution request by saying that:

“The provisions of Appendix D do not call for the Midwest ISO to provide
notice to anyone. The only point at which the interests of third parties are
identified and dealt with is Appendix D Section IV(E), which deals with
arbitration.” :
MISO’s position not only misses the point but is arbitrary, capricious and in violation of its
duty to act in good faith under the TOA, the nondiscrimination provisions of the OATT and
MISO’s commitment to an open stakeholder process. The TOA does not prohibit MISO
from notifying an owner of the existence of a formal dispute, the resolution of which would
affect such owner. The general obligation to act in good faith requires such notice.



Mr. Stephen G. Kozey
January 23, 2004
Page 9

MISO knew that if the Xcel position was adopted, it would look to ATC to refund revenues
which would be reallocated. This is clear from the December 8 Letter. However, knowing
that ATC would be affected by its decision MISO intentionally chose not to inform ATC that
a dispute had been filed. Thus it prevented ATC from presenting any information and
prevented ATC from bringing the matter before a neutral arbitrator.

MISO derives any authority it may have to oversee operations of the transmission system and
to resolve various disputes through the filing of tariffs and rate schedules with FERC, which
has been given authority to regulate the transmission of power in interstate commerce by
Congress through the passage of the Federal Power Act. FERC, in exercising its Federal
Power Act authority always provides notice of proceedings and allows intervention by those
persons who may be affected by the outcome of the proceeding. This is fundamental due
process. MISO must provide the same degree of due process to disputes as it does to other
matters involving its OATT and other filed rate schedules, unless a party who may be
affected by MISO’s decisions waives notice and the right to intervene and participate in
disputes before MISO, the resolution of which could affect them. ATC has not waived its
right to notice and participation. The TOA contains no provision prohibiting MISO from
informing potentially interested parties that a dispute has been filed and allowing for
intervention. MISO’s ex parte decision cannot be binding on ATC and thus MISO had no
authority to issue the invoice to ATC, which is the subject of this dispute and which
implements MISO’s changed position regarding revenue allocation.

MISO’s conscious act to keep the Xcel dispute secret contradicts MISO’s commitment to
have an open and transparent stakeholder process. For example, at page 2 of its Motion for
Leave to Answer and Answer of the Midwest Independent Transmission System Operator,
Inc. in Docket No. ER03-1118, MISO indicates that:

“Successful energy markets are best developed through extensive stakeholder
involvement and through a highly iterative process.””

The referenced footnote “2” reads as follows:

“Robust stakeholder input frequently consists of: strawman proposals,
collaborative discussions, revised proposals, additional stakeholder feedback,
refined proposals, more discussions, Commission filings, protests, responses,
and Commission orders.”



Mr. Stephen G. Kozey
January 23, 2004
Page 10

D. The invoice reflects MISQ’s request to net the MR and MC files and ATC disputes
the resulting reduction in point-to-point revenue allocation.

MISO’s course of dealing has been to issue an invoice for monthly transmission charges on
the fifth business day of the following month. Together with the invoice are two electronic
files, “MC” and “MR” which provide details concerning costs and revenues being allocated
back to transmission owners. The invoice relating to costs must be paid within 15 days,
while the revenue allocation is distributed per the details contained in the MR file on the 16"
day following the date of the invoice. ATC, in the past, had requested MISO to net out
revenues being allocated per the MR file with costs being charged under the MC file and
MISO has refused.

With regard to Invoice 47007101 which is the subject of this dispute, Mr. Randy Lange,
Financial Systems Administrator, has received verbal instructions from MISO billing
personnel not to pay the invoice charges relating to the point-to-point transactions and in
return MISO will not credit ATC with the revenues shown on the MR file allocated pursuant
to the old allocation methodology. MISO is thus trying to net out revenue allocations against
costs, something which in the past it has refused to do. Mr. Lange acquiesced to the netting
as an accommodation to MISO’s billing process. Mr. Lange’s action was not intended to,
nor did it signify agreement on the part of ATC with MISO’s reallocation of revenues. As a
result of the netting requested by MISO, ATC will be allocated point-to-point revenues
reflecting MISO’s new Section ITL.A.7. interpretation. Notwithstanding, MISO’s attempt to
net, ATC will remit the full amount of the invoice, $373,440.44 of which it disputes
$364,389. ATC directs MISO to put the disputed amount in escrow. For the reasons given
above, ATC disputes the reduction in point-to-point revenues resulting from the application
of the Section ITI.A.7. allocation procedure.

Conclusion

For the reasons outlined above, ATC denies liability for the Schedule 11 charges it is
disputing and contests any attempt to require it to return any revenue previously allocated to
it by MISO pursuant to Section IILA.2.



Mr. Stephen G. Kozey
January 23, 2004
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Designated Contact Person Responsible Officer

Initial Contact: Walter T. Woelfle

Ms. Julie Voeck Vice President, Legal and Secretary
Manager- Strategic Policy/Planning N19 W23993 Ridgeview Parkway West
N19 W23993 Ridgeview Parkway West Waukesha, WI 53188

Waukesha, WI 53188 262-506-6830

262-506-6846

Very truly yours,

American Transmission Company LLC
By its corporate manager ATC Management Inc.

Walter T. Woelfle "%
Vice President, Legal and Secretary

Cc:  David Grover
Patricia Vincent
Mary Fisher
James P. Johnson
Barbara Swan (Alliant)
Mark Maranger and James Boll MG&E)
William Bourbonnais (WPS)
James Keller and Arthur Iler (We Energies)
J. LeRoy Thilly and Michael Stuart (WPPI)



AMERICAN TRANSMISSION COMPANY**

THE ENERGY ACCESS COMPANY

WALTER T. WOELFLE
VIGE PRESIDENT, LEGAL AND SECRETARY

January 30, 2004

Mr. Stephen G. Kozey

Vice President, General Counsel and Secretary

Midwest Independent Transmission System Operator, Inc.
701 City Center Drive

Carmel, IN 46032

- Re:  Correction to Our Correspondence of January 23, 2004

Dear Mr. Kozey:

On January 23, 2004 we sent correspondence to you disputing Schedule 11 charges billed
to ATC by MISO on Invoice No. 47007101, dated January 8, 2004. It has been brought
to my attention that two numbers were transposed in the amount of the invoice being
disputed. The correct amount should be $364,839.

Very truly yours,

American Transmission Company LL.C
By its corporate manager ATC Management Inc.

%/p&ﬁ. yr%

Walter T. Woelfle
Vice President, Legal and Secretary

Cc:  David Grover
Patricia Vincent
Mary Fisher
James P. Johnson
Barbara Swan (Alliant)
Mark Maranger and James Boll MG&E)
William Bourbonnais (WPS)
James Keller and Arthur Iler (We Energies)
J. LeRoy Thilly and Michael Stuart (WPPI)

MAILING ADDRESS: P.O. BOX 47 » WAUKESHA, WI 53187-0047 » Phone: 262-506-6830 » Fax: 262-506-6710 » wwoelle @atclic.com
STREET ADDRESSE: N15 W23993 RIDGEVIEW PARKWAY WEST » WAUKESHA, Wi 53188-1000






Woelfle, Walter T.

From: Landgren, Dale

Sent: Wednesday, February 04, 2004 5:13 PM

To: Woelfle, Walter T.; Bertsch, Mal; Hofbauer, Michael
Cc: Voeck, Julie; Rauh, Jeff, Dykstra, Steven

Subject: FW: Follow-up to ADR Involving Revenue Distribution
Importance: High

01-27-04 Letters to DISPUTE
Transmissi... .UTION ACKNOWLE
fyi

————— Original Message-----

From: Donna Dare [mailto:DDare@midwestiso.orgl

Sent: Wednesday, February 04, 2004 4:06 PM

To: Andrea Stomberg; Bill Doty; Carl Huslig; Landgren, Dale; David
Dahlberg; David Sandefur; Doug Collins; Ed Stoneburg; Gary Zimmerman;
Gayle Mayo; Karl Kohlrus; Mary Fisher; Mike Holtsclaw; Paul Thompson;
Peggy Ladd; Rick Coons; Rodney Scheel; Roger Engle; Ron Jackups; Terry
Bundy; Thomas Ferguson; Timothy Reeves; Frank Venhuizen; Joseph Welch;
Stanley Szwed; Ed Tymofichuk

Cc: Stephen Kozey; Lori Spence; Dorothy Shute; Heather Cain

Subject: Follow-up to ADR Involving Revenue Distribution

Importance: High

On January 27, 2004, Mr. Kozey sent individual letters to the Midwest ISO Transmission
Owners, Independent Transmission Companies and Coordination Member concerning an informal
dispute resolution process it is currently engaged in with ATCLLC with respect to the
distribution of revenues (see attached).

As a follow-up to Mr. Kozey's January 27, 2004 correspondence, in the event that you wish
to participate in the anticipated informal resolution of this dispute, please complete the
attached "Dispute Resolution Acknowledgement and Inclusion Form"” and fax to Mr. Kozey's
attention at 317-249-5912 NO LATER THAN TUESDAY, FEBRUARY 10, 2004.

Thank you for your attention to this matter.

Donna Dare, Sr. Regulatory Paralegal
Midwest IS0

701 City Center Drive

Carmel, Indiana 46032

Telephone (317) 249-5427

Facsimile (317) 249-5912

Email: ddare@midwestiso.org

THIS E-MAIL AND ITS ATTACHMENTS ARE INTENDED ONLY FOR THE USE OF THEINDIVIDUAL OR ENTITY
WHO IS THE INTENDED RECIPIENT AND MAY CONTAIN INFORMATION THAT IS PRIVILEGED, CONFIDENTIAL
AND EXEMPT FROM DISCLOSURE OR ANY TYPE OF USE UNDER APPLICABLE LAW. IF THE READER OF THIS
E-MAIL IS NOT THE INTENDED RECIPIENT, OR THE EMPLOYEE, AGENT OR REPRESENTATIVE RESPONSIBLE
FOR DELIVERING THE E-MAIL TO THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT ANY
DISSEMINATION, DISTRIBUTION, COPYING, OR OTHER USE OF THIS E-MAIL IS STRICTLY PROHIBITED.
IF YOU HAVE RECEIVED THIS E-MAIL IN ERROR, PLEASE REPLY IMMEDIATELY TO THE SENDER.



STEPHEN G. KOZEY

Vice President, Secretary and
General Counsel

Direct Dial: 317-249-5431

E-mail: skozey@midwestiso.org

Miso

MIDWEST INDEPENDENT TRANSMISSION SYSTEM OPERATOR, INC.

January 27, 2004

Dale Landgren

Vice President/Chief Strategic Officer
American Transmission Company, LLC
P.O. Box 47

Waukesha, W1 53187-0047

Re:  Alternate Dispute Resolution Involving Revenue Distribution

Dear Mr. Landgren:

On October 22, 2003, the Midwest ISO received a notice of dispute involving the distribution of
revenues associated with certain point-to-point transmission service reservations held by Xcel Energy
Services during the period commencing with February 2002 through the present. The revenue from
these transactions had been assigned to ATCLLC. Xcel disputed that treatment, claiming that the
revenues from those reservations should have been distributed pursuant to the procedures called for in
Section ITI.A.7 of the Agreement of Transmission Facilities Owners To Organize The Midwest
Independent Transmission System Operator, Inc. (“Transmission Owners Agreement”). The dispute
was brought pursuant to Appendix D of the Transmission Owners Agreement, which governs those
disputes arising under the auspices of the Transmission Owners Agreement. The Midwest ISO agreed
that its treatment of the revenue had been incorrect and beginning with distribution of revenue for
December 2003, began distribution pursuant to the sharing formula in Section IILA.7 of the
Transmission Owners Agreement. ATCLLC believes that the original revenue distribution treatment
was correct. ATCLLC has disputed, among other things, the Midwest ISO’s conclusion, the process it
followed and its authority to reach the conclusion it has.

The Midwest ISO is currently engaged in the informal dispute resolution process outlined by
Appendix D to the Transmission Owners Agreement in an effort to amicably resolve the issue at hand.
Given the nature and substance of the dispute, the Midwest ISO recognizes that any decision arrived at
in the resolution of the dispute may have an effect on all of its transmission owning members. As such,
the Midwest ISO is sending this letter to provide its Transmission Owners the opportunity to participate
in the anticipated informal resolution of this dispute. To be included in any correspondence or
conference calls and to be invited to any meetings on this matter, please sign the enclosed form and send
it to me via facsimile at (317) 249-5912.

» 701 City Center Drive » Carmel, Indiana 46032 »317-249-5400 » www.midwestiso.org

“
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While the Midwest ISO recognizes that Appendix D’s dispute resolution procedures explicitly
allow for Owner or Member intervention at the arbitration stage of the dispute resolution process, the
Midwest ISO believes that this earlier involvement will serve the practical goal of fair resolution of the

dispute.

Sincerely,

Slegtan G. Kaa%\“‘\‘\’\

Stephen G. Kozey
Vice President, General Counsel & Secretary

» 701 City Center Drive » Carmel, Indiana 46032»317-249-5400 » www.midwestiso.org
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DISPUTE RESOLUTION ACKNOWLEDGEMENT
AND INCLUSION FORM

The uadersigned hereby indicates its interest and desire to be included in the dispute raised by a
Midwest ISO Transmission Owner involving the distribution of revenues associated with reservations
for certain point-to-point transmission service during the period commencing February 2002 to the
present. While the undersigned and the Midwest ISO acknowledge that the actual dollar amount in
dispute cannot be determined at this time, both parties recognize that any decision arrived at in the
resolution of this dispute may have an effect on all Midwest ISO transmission owning members. The
undersigned and the Midwest ISO agree that this form is not intended to act as a waiver or
relinquishment of any alternate dispute resolution rights the undersigned may have under the Agreement
of Transmission Facilities Owners To Organize The Midwest Independent Transmission System

Operator, Inc.

Name:
Title:
Entity:

Please direct all correspondence involving this matter to:

Entity Name:

Contact Name:

Title:

bAddress:

E-mail:







STEPHEN G. KOZEY

Vice President, Secretary and
General Counsel

Direct Dial: 317-249-5431
E-mail: skozey@midwestiso.org

Miso

March 1, 2004

MIDWEST INDEPENDENT TRANSMISSION SYSTEM OPERATOR, INC.

Walter Woelfle

Vice President, Legal and Secretary
American Transmission Company LLC
P. 0. Box 47

Waukesha, WI 53187-0047

Re:  American Transmission Company LLC Revenue Distribution Dispute
Dear Walter:

On January 27, 2004, the Midwest Independent Transmission System Operator, Inc. (“Midwest
ISO”) issued a letter inviting Transmission Owner participation in the above-referenced matter. A
follow-up email was sent on February 4, 2004, to Transmission Owners as a reminder to return such
Acknowledgment forms to the Midwest ISO. The following Transmission Owner Companies have
represented that they have an interest in this dispute that is not adequately represented by another:

Transmission Owners

Acknowledgement Signed by: Designated Contact Person

Doug Collins — Alliant Energy Doug Collins
Stan Szwed —~ ATS] FirstEnergy Richard Ziegler
Karl Kohlrus — City of Springfield Karl Kohlrus
John Flynn — ITC Greg Ioanidis
Mark Johnson — LG&E Mark Johnson
Terry Bundy — Lincoln Electric System Doug Curry
Royal Lefere - METC Jennifer Nassabi
David Dahlberg - Northwestern Wisconsin Electric Company David Dahlberg
Daryl Hanson — Otter Tail Daryl Hanson
Michael Chambliss — Vectren Energy Mike Chambliss
Mary Fisher — Xcel Energy Dave Grover

» 701 City Center Drive » Carmel, Indiana 46032 »317-249-5400 » www.midwestiso.org



Walter Woelfle
March 1, 2004
Page 2

Pursuant to the dispute resolution procedures outlined in Appendix D of the Agreement of
Transmission Facilities Owners to Organize the Midwest Independent Transmission System Operator,
Inc. (“Midwest ISO Agreement”), the Midwest ISO suggests that the attached notice be provided to the
Alternate Dispute Resolution Committee (the “Committee”) to notify the Committee of the existence
and nature of the dispute, so that it may determine whether mediation should commence under the
procedures of Section III B of Appendix D to the Midwest ISO Agreement, or whether from the nature
of the dispute, the positions of the parties and other relevant facts and circumstances that mediation
would be highly unlikely to lead to resolution of the dispute under its responsibilities pursuant to
Section III A of Appendix D. The draft notice attached hereto is available for your consideration.

Very truly yours,
Stephen G. Kozey

cc: Julie Voeck, ATCLLC
Michael Holstein, Midwest ISO

Attachments



Notice to the
Alternate Dispute Resolution Committee
Of the
Midwest ISO
Of the Existence and Nature of a Dispute

American Transmission Company, LLC (“ATCLLC”) and the Midwest Independent
Transmission System Operator, Inc. (“Midwest ISO”) hereby notify the Alternate Dispute Resolution
Committee of the Midwest ISO (“the “Committee”) of the existence of a dispute among them and
request the Committee to commence the processes called for in Section IIT of Appendix D to the
Midwest ISO Agreement regarding their dispute.

The nature of the dispute is explained in the attached letter sent by ATCLLC representatives to
the appropriately designated Midwest ISO representative. The dispute involves the distribution of
revenues associated with Point-to-Point Transmission Service under certain individual reservations to
and among its Transmission Owner members for certain transactions that took place prior to December,
2003. The revenue for these transactions were given entirely to ATCLLC. Upon the initiation of an
informal dispute by XCEL Energy Services, Inc., the Midwest ISO determined that such distribution
was in error. It proposes that the revenue distribution for past months be recalculated. The Midwest
ISO changed its treatment of these revenues on a prospective basis beginning in December, 2003.
ATCLLC contends the revenue distribution determination for the past period and conducted by the
Midwest ISO for December service and continuing is in conflict with the procedures governing revenue
distribution contained in Appendix C of the Midwest ISO Agreement. The Midwest ISO believes its |
actions are not in conflict with Appendix C and are proper.

The parties report that they have exhausted the procedures called for in Section II of Appendix D
and that an impasse in resolution of the dispute at that stage has been reached.

The Midwest ISO requests that the Committee notify the following persons of its actions in this
matter by contacting the following:

For the Midwest ISO — Michael Holstein and Stephen Kozey at
mholstein@midwestiso.org and skozey@midwestiso.org, respectively;

For ATCLLC — Walter Woelfle at wwoelfle@atcllc.com and Julie Voeck at
jvoeck@atclic.com. ‘







AMERICAN TRANSMISSION COMPANY"*

THE ENERGY ACCESS COMPANY

WALTERT. WOELFLE
VICE PRESIDENT, LEGAL AND SECRETARY

March 8, 2004

Mr. Stephen G. Kozey

Vice President, General Counsel and Secretary

Midwest Independent Transmission System Operator, Inc.
701 City Center Drive

Carmel, IN 46032

Re:  American Transmission Company LLC Billing and Revenue Distribution
Dispute

Dear Steve:

I'received your March 1, 2004 letter regarding our dispute referenced above. I agree that
a notice should be provided to the Alternate Dispute Resolution Committee letting them
know of the existence and nature of the dispute so that it may determine whether
mediation should commence or whether, based on the facts and circumstances, mediation
would be unlikely to lead to resolution.

Your letter also contained a list of the transmission owners who have indicated that they
have an interest in the dispute that is not adequately represented by other parties. Upon
receipt of your January 27, 2004 letter asking entities to indicate their interest in
participating, American Transmission Company LLC (“ATCLLC”) notified its network
customers of the dispute and of the “Dispute Resolution Acknowledgment and Inclusion
Form” (“Form”) which you had asked be completed and filed by February 10, 2004. I
understand that in addition to Alliant Energy, the following entities completed and
submitted the Form expressing interest in participating in the proceeding: Dairyland
Cooperative, Adams-Columbia Electric Cooperative, Manitowoc Public Utilities, We
Energies, Wisconsin Public Service Corporation, Upper Peninsula Power Company,
Badger Power Marketing Authority, Madison Gas and Electric Company, Cloverland and
Edison Sault.

It has been reported to me that Midwest ISO is taking the position that only Transmission
Owners should be allowed to participate in any dispute resolution process. If the
Midwest ISO’s position is upheld, certain of the above-referenced entities could be
exposed to significant liability. They clearly are entities that have an interest in the
proceeding and ATCLLC insists that they be made part of any proceedings. In addition,

. MAILING ADDRESS: P.0. BOX 47 » WAUKESHA, W1 53187-0047 ® Phone: 262-506-6830 s Fax: 262-506-5710 » wwoelfle @atciic.com
STREET ADDRESS: N19 W23953 RIDGEVIEW PARKWAY WEST » WALKESHA, Wi 53188-1000 .



Mr. Stephen G. Kozey
March 8, 2004
Page Two

any other network customers in the ATCLLC pricing zone who would be affected must
also be allowed to participate in the resolution of this dispute.

In response to your solicitation of my comments on your draft notice to the Alternate
Dispute Resolution Committee, I have enclosed a red-lined draft.

Very truly yours,

American Transmission Company LLC
By its corporate manager ATC Management Inc.

%vffi}//%

Walter T. Woelfle
Vice President, Legal and Secretary

Enclosure

Cc:  Dale Landgren
Julie Voeck
Terry Peterson
Mal Bertsch
Dan Sanford
Doug Collins (Alliant)
Ben Porath and Bob Ruddy (Dairyland)
Chuck Spargo (Adams-Columbia)
Dale Koch and Nilaksh Kothari (Manitowoc Public Utilities)
Jim Keller (We Energies)
Bill Bourbonnais and Don Carlson (WPSC)
Terrie Taylor and Gary Erickson (UPPCO)
Andy Onesti (Badger Power Marketing)
Mark Maranger and Gary Mathis (MG&E)



Notice to the
Alternate Dispute Resolution Committee
Of the
Midwest ISO
Of the Existence and Nature of a Dispute

American Transmission Company, LLC (“ATCLLC”) and the Midwest
Independent Transmission System Operator, Inc. (“Midwest ISO”) hereby notify the
Alternate Dispute Resolution Committee of the Midwest ISO (“the “Committee”) of the
existence of a dispute among them and request the Committee to commence the
processes called for in Section III of Appendix D to the Midwest ISO Agreement
regarding their dispute.

The nature of the dispute is explained in the attached letter sent by ATCLLC
representatives to the appropriately designated Midwest ISO representative. The dispute
involves the redistribution of revenues associated with Point-to-Point Transmission l
Service under certain individual reservations to and among its Transmission Owner
members for certain transactions that took place prior to December, 2003_and Midwest ‘

ISQ’s ability to bill and collect from ATCLLC revenue distributed to ATCLLC from

2/1/02 to December, 2003 under the previous allocation method. The revenue for these
transactions were given entirely to ATCLLC. Upon the initiation of an informal dispute

by XCEL Energy Services, Inc., the Midwest ISO determined that such distribution was
in error. It proposes that the revenue distribution for past months be recalculated. The
Midwest ISO changed its treatment of these revenues on a prospective basis beginning in
December, 2003. ATCLLC contends the revenue distribution determination for both the
past period and that conducted by the Midwest ISO for December service and continuing
is in conflict with the procedures governing revenue distribution contained in Appendix C
of the Midwest ISO Agreement. The Midwest ISO believes its actions are not in conflict
with Appendix C and are proper.

The above description of the dispute is for convenience only and is not intended
to limit the scope of the dispute.

The parties report that they have exhausted the procedures called for in Section II
of Appendix D and that an impasse in resolution of the dispute at that stage has been
reached. ,

The Midwest ISO requests that the Committee notify the following persons of its
actions in this matter by contacting the following:

For the Midwest ISO — Michael Holstein and Stephen Kozey at
mholstein@midwestiso.org and skozey@midwestiso.org, respectively;

For ATCLLC — Walter Woelfle at wwoelfle@atclic.com and Julie Voeck
at jvoeck@atcllc.com.






STEPHEN G. KOZEY

Vice President, Secretary and
General Counsel

Direct Dial: 317-249-5431
E-mail: skozey@midwestiso.org

MIDWEST INDEPENDENT TRANSMISSION SYSTEM OPERATOR, INC.

March 15, 2004

Walter Woelfle

Vice President, Legal and Secretary
American Transmission Company LLC
P. 0. Box 47

Waukesha, W1 53187-0047

Re:  American Transmission Company LLC (“ATCLLC”) Revenue Distribution Dispute

Dear Walter:

We received your letter dated, March 8, 2004, to the Midwest Independent Transmission System
Operator, Inc. (“Midwest ISO”) regarding your concerns that the appropriate parties be included in the
dispute resolution process. As stated in the Midwest ISO’s March 1, 2004 letter, the Midwest ISO
issued a letter inviting Transmission Owner participation in the above-referenced matter. A follow-up
email was sent on February 4, 2004, to Transmission Owners as a reminder to return such
Acknowledgment forms to the Midwest ISO. You mention several members of ATCLLC had expressed
an interest in becoming a party to the dispute resolution process. It continues to be the belief of the
Midwest ISO that at this stage of the dispute these entities should be adequately represented by
ATCLLC’s participation in the dispute resolution process. Once the Alternative Dispute Resolution
Committee makes its determination on mitigation versus arbitration there will be an opportunity for
these parties to petition the mediator or arbitration panel to participate.

With regard to the Notice to the Dispute Resolution Committee (“Committee”), the Midwest ISO
is willing to accept all of the suggested revisions to the Notice. The Midwest ISO will proceed with the
notification process to the Committee of the existence and nature of the dispute, so that it may determine
whether mediation should commence under the procedures of Section III B of Appendix D to the

» 701 City Center Drive » Carmel, Indiana 46032 » 317-249-5400 » www.midwesliso.org



Walter Woelfle
March 15, 2004
Page 2 of 2

Midwest ISO Agreement, or whether from the nature of the dispute, the positions of the parties and
other relevant facts and circumstances that mediation would be highly unlikely to lead to resolution of
the dispute under its responsibilities pursuant to Section III A of Appendix D. The Midwest ISO
attaches a copy of the final Notice for your records.

Very truly yours,

/s/ Stephen G. Kozey

Stephen G. Kozey

cc: Julie Voeck, ATCLLC
Michael Holstein, Midwest ISO

Attachments

»» 701 City Center Drive » Carmel, indiana 46032 »317-249-5400 » www.midwestiso.org



Notice to the
Alternate Dispute Resolution Committee
Of the
Midwest ISO
Of the Existence and Nature of a Dispute

American Transmission Company, LLC (“ATCLLC”) and the Midwest Independent
Transmission System Operator, Inc. (“Midwest ISO”) hereby notify the Alternate Dispute Resolution
Committee of the Midwest ISO (“the “Committee”) of the existence of a dispute among them and
request the Committee to commence the processes called for in Section III of Appendix D to the
Midwest ISO Agreement regarding their dispute.

The nature of the dispute is explained in the attached letter sent by ATCLLC representatives to
the appropriately designated Midwest ISO representative. The dispute involves the redistribution of
revenues associated with Point-to-Point Transmission Service under certain individual reservations to
and among its Transmission Owner members for certain transactions that took place prior to December
2003 and the Midwest ISO’s ability to bill and collect from ATCLLC revenue distributed to ATCLLC
from February 1, 2002 to December 2003, under the previous allocation method. The revenue for these
transactions were given entirely to ATCLLC. Upon the initiation of an informal dispute by XCEL
Energy Services, Inc., the Midwest ISO determined that such distribution was in error. It proposes that
the revenue distribution for past months be recalculated. The Midwest ISO changed its treatment of
these revenues on a prospective basis beginning in December, 2003. ATCLLC contends the revenue
distribution determination for both the past period and that conducted by the Midwest ISO for December
service and continuing is in conflict with the procedures governing revenue distribution contained in
Appendix C of the Midwest ISO Agreement. The Midwest ISO believes its actions are not in conflict
with Appendix C and are proper.

The above description of the dispute is for convenience only and is not intended to limit the
scope of the dispute.

The parties report that they have exhausted the procedures called for in Section II of Appendix D
and that an impasse in resolution of the dispute at that stage has been reached.

The Midwest ISO requests that the Committee notify the following persons of its actions in this
matter by contacting the following:

For the Midwest ISO — Michael Holstein and Stephen Kozey at
mholstein@midwestiso.org and skozey@midwestiso.org, respectively;

For ATCLLC — Walter Woelfle at wwoelfle@atcllc.com and Julie Voeck at
ivoeck@atcllc.com.







March 26, 2004
(Via E-Mail Delivery)

Ms. Julie Voeck

Mr. Walter Woelfle
Mr. Michael Holstein
Mr. Stephen Kozey
Mr. James Dimos

Re: March 18, 2004 Notice Of Dispute
Response Of The ADR Committee

Lady and Gentlemen:

Reference is made to the March 18, 2004 Notice to the Alternate Dispute
Resolution Committee of the Midwest ISO of the Existence and Nature of a
Dispute issued by American Transmission Company, LLC (“ATCLLC”) and the
Midwest Independent Transmission System Operator, Inc. (“Midwest ISO”).
Reference is also made to the January 23, 2004 letter from Walter T. Woelfle to
Stephen G. Kozey (“January 23, 2004 Letter”), referenced in and attached to this
Notice of Dispute.

This Notice of Dispute requests that the Alternate Dispute Resolution
Committee ("ADR Committee”) “commence the processes called for in Section 1|
of Appendix D” to the Agreement Of Transmission Facilities Owners To Organize
The Midwest Independent Transmission System Operator, Inc. (“Midwest ISO
Agreement”) “regarding their dispute.” This Notice of Dispute states that the
“dispute” involves:

“(T)he redistribution of revenues associated with Point-to-Point
Transmission Service under certain individual reservations to and among
its Transmission Owner members for certain transactions that took place
prior to December 2003 and the Midwest ISO’s ability to bill and collect
from ATCLLC revenue distributed to ATCLLC from February 1, 2002 to
December 2003, under the previous allocation method.”

This Notice of Dispute further states that “the revenue for these transactions
were given entirely to ATCLLC”; however, upon the “initiation of an informal
dispute by XCEL Energy Services, Inc., the Midwest ISO determined that such
distribution was in error.” This Notice of Dispute also states that the Midwest ISO
“proposes that the revenue distribution for past months be recalculated” and that
the Midwest ISO has “changed its treatment of these revenues on a prospective
basis beginning in December, 2003.” This Notice of Dispute further states that:
(i) “ATCLLC contends the revenue distribution determination for both the past



period and that conducted by the Midwest ISO for December service and
continuing is in conflict with the procedures governing revenue distribution
contained in Appendix C of the Midwest ISO Agreement”; and (ii) “Midwest ISO
believes that its actions are not in conflict with Appendix C and are proper”. This
Notice of Dispute concludes that the “parties report that they have exhausted the
procedure called for in Section Il of Appendix D and that an impasse in resolution
of the dispute at that stage has been reached.” (Section Il of Appendix D of the
Midwest ISO Agreement provides for an informal dispute resolution process for
disputes governed by Appendix D.)

Section Il of Appendix D provides for non-binding mediation subsequent
to exhaustion of the informal dispute resolution procedures of Section Il, but prior
to the initiation of arbitration, regulatory, judicial, or other dispute resolution
proceedings, unless the ADR Committee determines, from the nature of the
dispute, the positions of the parties, and other relevant facts and circumstances,
that mediation would be highly unlikely to lead to resolution of the dispute.

The ADR Committee, having reviewed and considered the information
contained in the Notice of Dispute, including the information contained in the
January 23, 2004 Letter, hereby notifies you that the ADR Committee has
determined mediation would be highly unlikely to lead to resolution of this
dispute. This determination is based upon the nature of the dispute, the
positions of the parties, and other relevant facts and circumstances, including the
likelihood that a mediated resolution of this dispute could impact the distribution
of revenues to entities who would not be participants in such mediation.

If either ATCLLC or Midwest ISO desires to pursue this dispute through
the arbitration procedures set forth in Section IV of Appendix D of the Midwest
[SO Agreement, then such party needs to fulfill the requirements of Section IV,
including submitting to the ADR Committee a demand for arbitration stating: (i)
each claim for which arbitration is being demanded; (ii) the relief being sought;
(iii) a brief summary of the grounds for such relief and the basis for the claim; and
(iv) the identity of all other parties to the dispute.

Sincerely,
Ronald J. Brothers
Chair of the ADR Committee



APPENDIX 2

Customer Addresses



Chuck Spargo

Adams Columbia Electric Cooperative
Operations Manager

P.O.Box 70

401 East Lake Street

Friendship, WI 53934

(608) 339-3346

cspargo@acecwi.com

Doug Collins, General Manager
Alliant Energy

PO BOX 77007

4902 N. Biltmore Lane
Madison, W1 53707-1007
(563) 557-2217 -
dougcollins@alliantenergy.com
(608) 458-8107 -

Andy Onesti

Badger Power Marketing Authority
P.O. Box 436

122 North Sawyer Street

Shawano, W1 54166-0436

(715) 526-7722
aonesti@shawano.com

Greg Blum, President/CEO

Central Wisconsin Electric Cooperative
150 Depot Street

Iola, WI 54945-0255

(715) 445-2211
greg.blum@cwecoop.com

Don Wozniak, General Manager
Cloverland Electric Cooperative
2916 W. M-28

Dafter, MI 49724

(906) 635-6800 -
dwozniak@cloverland.com

Wayne Krolikowski, Energy Manager
Consolidated Water Power Company
P.O. Box 8050

231 1st Avenue North

Wisconsin Rapids, WI 54493-8050
(715) 422-3206
wavne.krolikowski@storaenso.com

Ben Porath, Transmission Strategist
Dairyland Power Cooperative
P.O.Box 817

3200 East Avenue South

La Crosse, W1 54602-0817

(608) 787-1429 - blp@dairvnet.com

Ernest H. Maas

Vice President - Eng. and Operations
Edison Sault Electric Company

725 E. Portage Avenue

Sault Ste. Marie, MI 49783

(906) 632-5175 - emaas@edisonsault.com

Phil Moilien

GEN~SYS Energy

Marketing Accounts Manager
3200 East Avenue South

P.O. Box 817

LaCrosse WI 54602-0817
(608) 787-1449
pmoilien@gensys-energy.com

Richard Wright

Kiel Utilities

P.O. Box 98

705A Washington Street
Kiel WI 53042

(929) 894-2669
utilitie@ci.kiel.wi.us



Gary Mathis, Exec. Director - Electric
Trans. and Dist.

Madison Gas & Electric

P.O. Box 1231

133 S Blair St

Madison, W1 53701-1231

(608) 252-7954 - gmathis@mge.com

Nilaksh Kothari, General Manager
Manitowoc Public Utilities

P.O. Box 1090

1303 S. 8th Street

Manitowoc, WI 54221-1090

(920) 686-4351 - nkothari@mpu.org

Joseph C. Pacovsky, Utility Manager
Marshfield Electric & Water Department
P.O. Box 670

2000 S. Roddis Avenue

Marshfield, WI 54449

(715) 387-1195

joep@tznet.com

Shane Larson, Manager

Rock County Electric Cooperative
Association

P.O.Box 1758

2815 Kennedy Rd

Janesville, WI 53547-1758

(608) 752-4550
shanel@rceca.com

Roseanne Johnson, Utility Billing Clerk
Stratford Water & Electric Utility
P.O.Box 12

Stratford, W1 54484-0012

(715) 687-4166
stratfordutility@tznet.com

Gary W. Erickson

Upper Peninsula Power Company
P.O. Box 357

500 N. Washington Street
Ishpeming, MI 49849-0357
(906) 485-2418
gericks@wpsr.com
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Ermest Wolff, Jr,
Village Administrator,
Village of Pardeeville
114 Lake Street
Pardeeville, W] 53954

Robert Cornell, Manager

Washington Island Electric Cooperative
PO Box 14

Washington Island, WI 54246

(920) 847-2541

wielectric@itol.com

Jim Keller, Director - Policy & Planning
We Energies

231 W. Michigan Street

Milwaukee, WI 53203

(414) 221-2533
jim.keller@we-energies.com

Bill Bourbonnais, Assistant Vice President
- Transmission

Wisconsin Public Service Corporation
P.O. Box 19001

700 N. Adams Street

Green Bay, WI 54307-9001

(920) 433-1573 - wbourbo@wpsr.com

Michael G. Stuart, Vice President - Legal &
Public Affairs

Wisconsin Public Power Incorporated

1425 Corporate Center Drive

Sun Prairie, WI 53590-9109

(608) 834-4500 - mstuart@wppisys.org

Richard Skifton, General Manager
Wisconsin Rapids Water Works & Lighting
Commission

221 16th Street South

Wisconsin Rapids, WI 54495

(715) 422-9013 -
Rick.skifton@wrwwlc.com




