POST 2006 INITIATIVE

PROGRESS REPORT

WORKING GROUP(S) Competitive Issues

DATE June 24, 2004 Minutes & Progress Report

LOCATION Chicago Offices of Constellation NewEnergy

I ATTENDEES: List attached

IlTa  ISSUES DISCUSSED FROM FINAL ISSUES LIST

1) The Working Group Received brief reports from the conveners of the five sub-groups
appointed at the prior meeting on their initial efforts.

ARES Certification & Tariffs: David Fein (Constellation NewEnergy); First
meeting on July 7™ the group will address the reciprocity issue, and is welcoming
comments to its draft issue list.

Customer Information & Data Distribution: Misty Allen (MidAmerican); First
meeting on June 30™. Has a set of identified issues, but still would welcome more
comments. Will decide on whether to address global issues or go utility-by-utility.
Switching Process: Janice Dale (Attorney General); First meeting either 6/30 or
7/7 in the afternoon. The issues list will include marketing issues, but the list is
still open to additions.

Billing, EDC, SBO, Timing, Consolidated Billing: Stan Ogden (Ameren CILCO);
No meeting time yet. The group has a draft issues list and would like comments.
Transmission & Wholesale: Pat Giordano (Giordano & Neiland); Had a
conference call 6/16; Next meeting likely on 7/2. Lined up speakers to discuss
issues not covered in the joint working groups. Still soliciting more information
and has expanded their issues list.

The reports were mainly procedural. Substantive interim reports will be taken at the July
14 meeting and final reports in mid-August.

2) Discussion proceeded with respect to the five “major policy issues” set out in the
agenda. Three of the issues, A, B & D were discussed together:

A: Mandated or discretionary energy or other competitive product offerings by

utilities (special contracts, enhanced metering);

B: The role of the utility as a “competitor” in the market and the desired role the
be played in the market by bundled service and/or “default” service;

D: Codes of Conduct, Functional Separation, Integrated Distribution Company
Rule.
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Much of the discussion focused on clarifying the IDC rules and their practical
functioning. The group recognized the existence of non-1DC utilities in Illinois, but
focused the discussion on IDC utilities. The group discussed issues of tariffs in classes
declared competitive. While consensus was not reached, the discussion gravitated toward
a “working” proposition that will be revisited to determine if consensus is possible.

The current structural options and requirements for utilities with respect to the offering
of permitted non-mandatory energy products in their own service territories as set forth
by the PUA and in ICC administrative rules (Parts 450 & 452) are sufficiently fair and
reasonable as not to require significant change. (The key caveat is that if utilities are
permitted to offer non-mandatory energy products to residential and small commercial
customers this item would be controversial).

2) Issues C, Customer Rights/Obligations Relative to Return to Utility Service, centered
on the tradeoffs mitigating commaodity risk related to customer migration between utility
service and competitive. While consensus was not reached, a “working” proposition
remains on the table for further discussion:

The preferred approach for management of commodity risk of utility supplied energy
service is an emphasis on pricing that accurately reflects the costs being incurred to
serve the customer rather than an emphasis on requirements for a specified term of
commitment by customers to remain with the utility. However, with particular respect to
residential and small commercial customers migration between utility service and
competitive supply, attention should be given to offering choices between variable pricing
on the one hand and commitments to longer periods for fixed price service on the other.
The precise balance between pricing and term commitments will need to be matched to
the supply acquisition methods chosen.

3) Issue E, Terms and Conditions for PPO offerings and Distinctions, If Any, from Post-
Transition Bundled Service, included a discussion of the meaning if the statutory
language with respect to the pricing methods for the generation of post-Transition
bundled rates and of eligibility requirements for customer access to post-Transition PPO
service options. A “working” proposition was not developed from this discussion and the
matter will be revisited.

OTHER ISSUES DISCUSSED

July 14, 2004 Wednesday 10:00am — 4:00pm
- Customer and Municipal aggregation;
- Competitive declaration standards and process;
- Demand response terms and conditions, RTO coordination;
- Applicability of mandates, energy assistance contribution;
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- Interconnection rules (liaison with existing workshop ICC interconnection
process)

PRESENTERS

NONE.

PRESENTATION SUMMARIES

NOT APPLICABLE

CONCLUSIONS REACHED

Although consensus was not possible on many issues, the points of contention and the
framework to evaluate competing claims was fleshed out through the consensus-building
process.

COMMENTS

NONE

TOPICS FOR NEXT MEETING

SEE ABOVE.

TIME AND LOCATION OF NEXT MEETINGS

July 14, 2004 Wednesday 10am-4pm
Offices of Constellation NewEnergy
550 W. Washington Suite 300
Chicago, IL 60661



