Divisions

Division#
e QOperations 2500
 Planning and Infrastructure Development 2200
* Information Services 2400
 General Counsel, Legal Affairs & 2600
Corporate Secretary
 Market Development and 2700
Program Management
« External Relations 2800
« CFO/Corporate Services 2300

o CEO/Market Monitoring 2100
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Operations (2500)

 Departments: .

Grid Operations
Market Services
Operations Support
Reliability Coordination

VP (staff: 1, with 18 Divisional
reductions through 12/31/2005)

Total Staffing: 202
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* Responsibilities:

Grid Operations

e Staff: 105

Oversee & perform all real time operations of ISO grid & .
* Workload:

control area for both Folsom and Alhambra control rooms.
Ensure reliable & safe operation of the 1SO grid

Coordinate load & system restoration after any contingency or
major system disturbance in cooperation with WECC Security
Coordinator

Declare, when appropriate, a Statewide System Emergency as
detailed in the dispatch protocol

Ensure compliance with all WECC, NERC criteria, and ISO
protocols & procedures

Procure additional Ancillary Services as necessary

Manage operation of regulatory must-take, must-run & RMR
generation

Dispatch interruptible loads as necessary

Coordinate generation resources to meet system load
requirements

Coordinate and schedule energy resources to meet system
load requirements

Maintain records of ETCs and ATCs for PTOs
Manage outage requests

Long-term planning for outage coordination for generation &
transmission facilities

Ensure accurate path ratings and integrated outages
Conduct generator inspections

— Real-time operation of the Control Area
power system in compliance with NERC
and WECC Operating Standards

* (24 hours / 7 days a week operation with
5 teams of operators)
— Approx. 1,000 Daily Dispatch notices to
800+ generators for load following
service

— Insure sufficient resources are available
to meet load and operating reserve
requirements

— Manage 10,000 MW daily load swings

— Mitigate transmission overloads &
congestion in real-time ( typically 10 to
30 congestion points)

— Approve scheduled transmission line
maintenance outages and manage all
forced outages for 25,354 miles of
transmission

— Provide peak-day conference calls
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Market Services

Responsibilities: .

—  Ensure CAISO markets (DA, HA, RT) are
executed in a timely & non-discriminatory
manner

—  Continuous review of current market, settlement
and operational processes to ensure efficiencies,
iIdentifying potential problems and design quality
assurance solutions for preventative and/or
corrective actions

—  Provide post-market data integrity, coordination
and monitoring

— Issue timely and accurate settlement statements
and invoices and any special invoicing as
required

— RMR validation and invoicing.

—  Major initiative underway regarding complete
replacement of the settlement system that will go
into operation during 2006. This is needed to
support the ongoing business and will be
configured to support MRTU

Staff: 52
Workload

Produce 17 prices for each hour

Process Schedules

5.6 Million Inter-SC Trade Schedules annually

4.2 Million Generation Schedules annually

2 Million Import/Export and Load Schedules annually
Produce over $100M in FTR auction revenue
Validation/correction of data for more than 12
systems and post processes
Validation/Correction of 600,000 plus daily
data records

Daily Settlement statement and invoicing of
$2.9 Billion in market transactions

Design, testing, training, installation of
Settlements and Market Clearing system in
2006

Number of RMR facilities increasing; from 28
to 32 in '05, and 32 to 37 in '06

RMR validation and invoicing of $1.1 Billion in
RMR transactions
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Operations Support
o Staff: 53

 Responsibilities:
Provide training to all operations groups, other o Wor k| o) ad :

CAISO/FIN/PRL

ISO groups & support Market Participant training
Manage & maintain operating procedures

Manage & coordinate ISO emergency response
programs including coordination with state &
federal agencies

Coordinate responses to data requests and
positions on issues affecting operations

Monitor/resolve disputes & discrepancies. Make
changes to processes to resolve issues.

Implement processes in compliance with SAS 70
/ Operations Audit

Implement/manage agreements with clients
including RMR contracts

Enforcement Tariff provisions through
compliance programs / settlement adjustments

Acquire & process meter data for settlement
Manage field meter audits and certification

PROPOSED FY2006 BUDGET

Prepare Operator Trainees to become certified
for ISO Control Area operation

Develop material & deliver 80+ hours of training
for each system operator

Manage changes to over 500 Operating
Procedures

Research & prepare data for investigations and
internal reports

Interface with 15 external agencies during
emergencies

Analyze and answer 1300 submitted settlement
production disputes

Administer 400+ contracts, 28 RMR contracts,
160+ revisions or new contracts to date

Administer enforcement protocol, determine
sanctions, coordinate information release

Maintain and enhance compliance rules
Administer SC self-audit, UFE monitoring

Mange acquisition of real-time grid information
from 1200 power generators, 80,000 tele-
metered points & over 600 meters
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Reliability Coordination

 Responsibilities:

— Provide Reliability Coordination
services to the control areas in the
California-Mexico sub-region of
WECC. (CAISO, SMUD, LDWP,
CFE, and effective 12/1/05, TID)

— Reliability Coordinators have the
final authority to direct operations
before, during and after problems or
disturbances that have regional
impacts.

Staff: 9
. Workload

Communicate and Disseminate
information during major interconnection
outages and disturbances

Request or Direct that system adjustments
be made by member systems within the
sub-region to ensure that applicable
NERC and WECC criteria are followed

Display and use WECC regional-wide
data to monitor and mitigate potential
problems

Monitor and report capacity and energy
shortages; declare Energy Emergency
Alerts (EEA’s) and assist deficient entities
in obtaining emergency assistance

Create and Maintain operating procedures
for WECC Reliability Coordinators
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FY2006 Operations O&M Budget: $34.5M, Staff 202 Budget Composition
2006 Budget: Expenses by Type

Reliability
. Coordination %)
Operations 5% & 35,000
Support g 30,000 -
23% < 25,000 - m 2006
VP ” 20,000
Operations TEU 15,000 -
& Grid a 10,000 -
Operations § 5,000 -
45% B -
@ K& e e
o o o N \ O o
\©° v o o &
\r&.\ee o & &
Market =i e \@95\0 <«
Services Alhambra Q© &q@\\
26% Operations . .. <
1% Operations Division
Functions added/subtracted and consolidated: » Projected head count for Operations Division with
« Consolidated all real-time functions and staff (Grid, Market, Scheduling) in both Folsom addition/subtraction and consolidation (see on the left) of various
and Alhambra under Grid Operations department. In addition, Grid Operations will include departments and functions (w/o reduction in Forces): 253 +/- 10
Reliability Coordination, Scheduling and Outage Management departments. (Approximate number)
» Added Market Services (52 FTEs) department, which includes Market Operations, Billing  « Budgeted headcount in 2006 for Operations Division (with reduction
& Settlements, and Settlements Projects. in forces): 202
« Created Operations Support (53 FTEs) department, which includes Procedures and ¢ Reduction in forces in Grid Operations with consolidation of real-
Training, Data, Analysis & Compliance, and Contract Implementation. time functions and mapping of Reliability Coordination, Scheduling

« Operations support and Training (Operations Support); and Regional Coordination and Outage Management: 20 +/- 2

(Reliability Coordination) were consolidated and streamlined. « 88% of the total budget 2006 will be Salaries and Benefits; 5.7% will
be Vendors and Contractors; 2.8% will be Professional and
Consulting services; 3% will be spent on Travel and Training; and,
0.5% will misc.

« Engineering and Maintenance (34 FTEs) department has transferred to Planning and
Infrastructure Development Division
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Planning and Infrastructure
Development (2200)

e Departments:  Region Transmission - North
 Region Transmission - South
e Transmission Assets
* Network Applications
o VP (Staff 1)

e Total Staffing: 47
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Region Transmission — North / South

. ResponS|b|I|t|es o Staff: 16/ 15

Developing long range transmission plans that
maintain reliability and reduce RMR and congestion o WO I kl 0 ad
lcé)(s)ts across thg ItS.O contrc_)llecf grid, ter:jsurlng that — The FERC LGIP Order has transferred significant
.rec'ommen a 'f)r_'s a.re imp emer] e_ Generator Interconnection Study work from the
— Reviewing the Participating Transmission Owners PTO® to the 1SO. 40+projects in queue.

(“PTOs") Bulk Power Program (a ten-year Program is

filed with the 1SO every year): — Generator Interconnection Study work is anticipated

to be roughly 7,500 manhours of additional work, plus

—  Conducting Studies for connecting new generators or additional travel related expenses and external
load to the 1ISO Controlled Grid; consultant work.

—  Conducting studies to determine Reliability Must-Run — The Planning workload is also planned to increase to
(“RMR") requirements, address the need to reduce RMR and congestion

—  Providing support to Operations; across the control area

—  Development of ISO Reliability criteria — Involvement with the CEC and CPUC in procurement,

— Leading or Supporting several Regiona| and National de“Verabmty and other regU|at0ry matters is on the
technical/engineering groups rnse.

—  Conduct seasonal operating studies and writing — There is also a "boom" of new generation projects
procedures; and PTOs are spending record levels of capital on

transmission system upgrades. A large number of

. N changes in the local area transmission networks are
—  Seasonal assessments to prepare for grid reliability anticipated over the next 1-3 years. These changes

concems of the upcoming Season _ require continued analysis of the system and
— Integrating the Operations Engineering and Grid increased rewriting of Operating Procedures (35).

Planning process — Daily clearance review (3000/yr)

—  Outage Coordination support
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Transmission Assets

-Respon5|b|I|t|es o Staff: 11

Loads and Resource forecasting; o W kl d .
— The Transmission Asset department manages the or oad.
creation, implementation, and enforcement of ISO — Maintenance Program oversight, 5 audits/yr
Maln'tenance Standgrd.s an.d TMCC; . . —The FERC LGIP Order, Dynamic Service tariff, and
— Provides for transmission line and substation equipment advanced state estimation applications will require
availability; new and more rigorous processes to administer new
— Manages the NRI processes to ensure the ISO is ready and retired generation and to track transmission
to do business with new generating resources and system changes. 250+ Projects to admin
reliably operate an ever changing transmission system; — Transmission Asset department will have
— Works with PTO® to manage the Transmission Register approximately an additional 1900 hours of work
and data and the Transmission Availability reporting associated with application processing, process
processes and databases; oversight, responding to requests, status letters,
— Works with the PTO® to resolve engineering issues or financial accounting, scoping meetings, etc.
practices that may impact the operation and/or availability — Load and Resource work has increased due to
of the ISO controlled grid; increased interest in the State on the future loads and
— Provide engineering support to other departments within resource picture.
the ISO on engineering issues affecting the grid —There is a "boom" of new generation projects and
reliability, including protection systems, transmission PTO are spending record levels of capital on
facility system design and ratings, etc.; transmission system upgrades. A large number of
— Participates in incident investigations on suspected changes in the local area transmission networks are
maintenance or work procedure errors; antICIpated over the next 1-3 years. These ChangeS

drive additional work for the New Resource
Interconnection Department and in the processing of
Transmission Register changes, 3000+/yr.

— Mapping
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Network Applications

e Responsibilities: e Staff: 4 existing

— The department is responsible for
the development and * Workl Oad 4+

implementation of the State Model building and validation,
Estimator model. This includes with a constantly changing grid
testing, validation, maintenance (daily)

and deployment of this model in — Testing and tuning

2006. The model provides the
framework for advanced
applications used for reliability

— Outage representation
— External loop development

and market analysis. This model — Utility coordination

IS also one of the essential tools — MRTU requirements
for CaICU|ating the nodal pl‘iCing — Performance medtrics
required in the new market development

design MRTU.
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FY2006 Planning/Infrastructure O&M Budget: $7.7M, Staff 47

VP. Reg.
Netw ork Panning Trans. -
AppS 2% North

10% 31%

Trans
Assts
27%

Reg.
Trans. -
South
30%

8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000

Thousands of Dollars

(1,000)

(e51%°

\
o\

Budget Composition
2006 Budget: Expenses by Type

m 2006

Planning & Infrastructure Development Division

Notable Items

» The 2006 proposed budget of $7.7 million is roughly 92% labor and represents and overall reduction of 9.3% from 2005.

Within this 9.3% reduction:

— An increase for the incentive plan funded at 100% (as is the case with other Divisions)

— Salary adjustments of 3.9% or $210K

— Reduced contract expenditures by 42% compared to 2005 actual spending

CAISO/FIN/PRL

Combined Planning and Operations Engineering functions working out well

Integrating Planning, Operations Engineering and Maintenance, Mapping functions, and Network Applications

Generator Interconnection Study work recoverable from Interconnection Customers may cost an additional $5 million.
PROPOSED FY2006 BUDGET
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ClIO & VP Information Services
(2400)

Departments: .

ClO (staff of 3), IT Planning,
Testing, & QA

Asset Management

Operations & Engineering
Systems

Business Systems
IS Support & Operations

Total staffing: 96
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CIO/VP, IT Planning, Testing & QA

Staff: 11
Workload:

Responsibilities:

— Divisional Oversight of
Information Systems

— IT Planning, Architecture,

Standards, & System
Engineering

— Testing, Release
Management & QA

— IT Budget Creation and
Oversight

CAISO/FIN/PRL

Maintenance of the IT 3-year
Strategic Plan and coordination of
benchmarks and assessments

Maintenance of architecture and
standards for office systems,
applications, data/information,
servers, networks, and security

Architectural and engineering
support for major acquisition or
development projects

Oversight of testing, coordination
of the enterprise test environment,
and creation of production
software releases

Management of funds and IT
procurements through Asset
Management Cost Center
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Asset Management

Responsibilities: Staff: O, Budget & Reporting only
— Telecommunications Vendor Workload:
Management
Ei g. | Planning & Bud — IS Vendors & Contracts:
— rinancial Flanning udget * Average of 20 new/renewed agreements
Management monthly
Centralized IT costs of >$28M are « Contracts managed:
contained within the IS division « (175) Software license and
budget to facilitate management maintenance vendors
of costs and efficiencies for « (10) Hardware vendors
vendor management. « (9) Telecom vendors

* (2) Prime outsource providers
(AT&T and IBM)

— Divisional financial performance
management and benchmarking
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Operations & Engineering Systems

 Responsibilities: o Staff: 34
— Energy Management e Workload:

Systems Development &
Management

— Market & Scheduling
Systems Development &
Management

— EMS, Market & Scheduling
Application Support

— Operations & Planning
Support Tools Development
& Support.

— Development and Enhancements
for 44 software applications

— 24 X 7 Support for all Real Time
Application systems and Market
& Scheduling Systems

— Application and Support
Management for Grid Operations,
Market Services, Operations
Support, Reliability Coordination,
Regional Transmission,
Transmission Assets and
Network Applications.
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Business Systems

Responsibilities: Staff: 22
— Settlement, Credit & Workload:
Customer Service s 4 devel f
Applications — Support an eve_opr_nent 0
: 50+ software applications:
B Corp_ora_te Service » Settlements and Compliance Systems
Applications

» Corporate and Market Financials
(EDI - $2B)

 Human Resources applications
» Data Warehouse

* Physical Security systems

* |IT Management system

— 24/7 support for Help Desk and
production monitoring systems,
CAISO.com, Data Warehouse,
and Documentum

— Average support requests
implemented per month: 275.
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IS Support & Operations

 Responsibilities: o Staff: 29

— System Administration e Workload:
(Unix and DBA support)

— Data Center Operations
— Network Operations

— 24/7 support / development /
engineering for:
 Two data centers (Folsom &

— Production Support Alhambra)
— Change & Configuration « 132 software applications
Management « >400 servers

— Infrastructure Integration . 1283 desktop computers

— Security activity for access, intrusion
detection, and virus protection (30K
virus attacks prevented/month)

— 3,700 Help Desk calls (monthly)
— 300 IT system changes (monthly)
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FY2006 Information Services Budget: $43.1M, Staff 96
Operations &

; , CIO -
En%T(;)erlng Systems Gengral /
Testing &
Technology IT Planning
Support 5%
12%
Business
Systems
8%
Asset
Management
64%

Budget Composition
2006 Budget: Expenses by Type

30,000
20,000 [ 2006
- - | | -
) S O @ <
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Information Services Division

Increases in Proposed Budget:
$ 404K — Includes salary adjustments of 3.9% (as with other Divisions)
$ 300K — Increase in CE'’s connections to ISO network.

Cost Reductions in Proposed Budget:

$ 5.40M — Reduction in salaries and related personnel costs. Work force reduced to 96 from 149, including reductions and transfers to other divisions.

$ 1.07M — Reduction in temporary/contractor resource expenses.

$ 1.41M — Reduction in outsourced vendor contract expenses for help desk and monitoring activities, including a 20% in outsourced responsibilities.

$ 365K — Reduced in consulting and related expenses

$ 353K — Reduction Hardware maintenance by right-sizing server maintenance levels and negotiation of multi year contracts with annual payments.
$ 346K — Reduced equipment leases due to expiring schedules and more capital purchases of IT equipment.
$
$

28K — Reductions in software expenses

75K — Reduced property tax from ownership rather than leases of equipment.

$8.129M — NET REDUCTION TO DIVISIONAL BUDGET
PROPOSED FY2006 BUDGET

CAISO/FIN/PRL
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General Counsel, Legal Affairs &
Corporate Secretary (2600)

 Departments: .

General Counsel (Staff 2)
AGC-Corporate
AGC-Regulatory

AGC-Tariff and Tariff
Compliance

Asst. Corporate Secretary

Total Staffing: 22
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Asst. General Counsel-Corporate

 Responsibilities:
— Key contracts:
* Vendor agreements,

consulting agreements,

RFPs, DSOWSs, non-

disclosure agreements

— HR counseling:

* HR policies, benefit
plans, investigations,
personnel actions,
litigation

— Corporate governance

— Tax, IP, insurance coverage

CAISO/FIN/PRL PROPOSED FY2006 BUDGET

Staff: 3
e Workload:

— Wage & Hour Matters
MRTU and systems contracts

Realignment issues
(documentation, challenges from
former employees, etc.)

Benefit plan documentation

Advice on recommended
corporate policies and
procedures

Process review of legal
department functions

Page 36



Asst. General Counsel-Regulatory

 Responsibilities: e Staff: 10
 Workload:

— Representation before
FERC and the CPUC _

— Regulatory filings
— Regulatory appeals
— Regulatory litigation
— Rate cases

— Regulatory policy
development

— Civil litigation/bankruptcies

— GFNs/ADR

— Subpoenas/Discovery -
— Regulatory contract filings

CAISO/FIN/PRL
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Refund case

GMC

CPUC resource adequacy
CPUC transmission planning
Settlements and Market Clearing
Must offer cost allocation

PX, NEGT, Mirant and Enron
bankruptcies

Madrid litigation (on Supreme Court
review)

10 active GFNs/ADRs
5 active appellate cases
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Asst. General Counsel-Tariff/Tariff Compliance

 Responsibilities: < Staff: 6
— Tariff Administration « Workload:
— Tariff Compliance
— Tariff Interpretation
— Reliability Must Run

— Simplified and Reorganized Tariff

— MRTU Tariff

— MRTU Policy issues

— Tariff interpretation and advice

— RMR advice

— Tariff Amendment / Compliance Filings
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Asst. Corporate Secretary

» Responsibilities: o Staff: 1

Facilitate communication between Board ]
of Governors and ISO Management e Workload:

Coordinate response to Board inquiries

Organize and manage preparation of .
agendas and background materials for — Committee Charters

Board & Board Committee meetings — Board self-assessment process

Maintain Corporate records, including — Board/Management strategic
minutes and Board decisional materials o ”
planning “retreat

Logistics support for Board participation in
industry and other events for which ISO
seeks Board support

Maintain and facilitate Board compliance
with legal requirements and Company
policies

— Corporate governance standards
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FY2006 Gen. Counsel O&M Budget: $10.2M, Staff 22 Budget Composition
2006 Budget: Expenses by Type

Corporate
Secretary
Asst. Gen. 50
Counsel - 4 7,500
Tariff =
9% S 5,000 02006
Asst. Gen. z
Counsel - =
Regulatory 5 2500 7
15% é
'_
_ | . | | . | s E—
General K€ o° o o \\\9‘5 e
Counsel e 8 > N v 0 ©
Asst. Gen. 66% \e‘?’\ 5\0 \\O0 \/eg \'5\0\
Counsel - 9‘3\'& 3060‘ é\oda Qe\\«
N o o
Corporate 9\0’\ <«

5%

General Counsel, Legal Affairs & Corporate Secretary

Notable Items

eIncludes a $548,000 reduction in outside counsel , $108,000 reduction in temporary/contract staff and a $122,500
reduction in consulting services costs

CAISO/FIN/PRL PROPOSED FY2006 BUDGET Page 40



Market Development and
Program Management (2700)

e Departments:

CAISO/FIN/PRL

e Market and Product
Development

 Program Office/MRTU
o VP (Staff: 1)

e Total Staffing: 22

— (Additional 11 in Capital
Budget)
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Market and Product Development
 Responsibilities: .

Design efficient and effective Wholesale
electricity markets

Develop solutions to address existing
market performance problems

Identify and develop new market
products and services

Formulate policies which insure adequate
incentives for infrastructure investment

Respond to stakeholder concerns on
market design and market performance

Provide policy input to internal ISO
initiatives, recommendations to Board
and federal, state and legislative
proceedings ad filings

Perform engineering and economic
analysis of market design changes

Provide subject matter expertise in
market design for education efforts of
stakeholders, internal departments, and
external regulatory agencies

CAISO/FIN/PRL

PROPOSED FY2006 BUDGET

Staff: 21
Workload

Develop market design proposals, identify alternative options,
assess market impacts, conduct stakeholder meetings.
recommend solutions and develop tariff and software
requirements

Manage development of business practice manuals (BPM) for
down stream processes in MRTU Phase 1

Develop proposals to resolve 20 policy issues deferred to MRTU
Phase 2 including scarcity pricing, modification of day ahead
market passes, multi-day unit commitment

Provide comprehensive review of settlement charges and cost
allocation

Design and correct market deficiencies such as under
scheduling, un-instructed deviations, Inter-tie bidding, RTMA
performance

Study/Design CPUC/ISO Capacity Product, Virtual Bidding
Options, LMP studies.

Develop reporting and compliance rules for Resource Adequacy
Manage initiative to integrate wind, demand-side, station power

Design requirements for ISO control area footprint changes,
pseudo ties, and dynamic scheduling requirements

Contribute to FERC filings, develop response to orders, develop
and review tariff language

Monitor market and regulatory developments
Assess impacts and implications of various market policies
Perform Rate Design: TAC, GMC
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Program Office

* Responsibilities: e Staff: 2 (0in 0&M Budget)

Identify project deliverables to
ensure successful development and .
implementation ° WO r kl 0 ad .

necessary to achieve best practice

Provide a project management project

roadmap that illustrates project — For 2006 expecting no projects
management, tasks, deliverables h

and responsibilities other than MRTU

Develop templates, forms and
Instructions for the minimum set of
project deliverables as well as the
best practices

Set criteria for defining project size,
type and complexity to be used in
determining PM methodology
requirements per project

Utilize project evaluation processes,
forms, etc. at closeout in support of
project monitoring
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MRTU

 Responsibilities: e Staff: 9 (0in 0&M Budget)
— Successful implementation of o \ANorkload:

CAISO/FIN/PRL

approved elements of MRTU

Implementation incorporates
change-out of existing systems
and upgrading IT architecture
using industry best practices

Assure training and knowledge
transfer for support and use of
new systems

Delivery of program on
schedule in February 2007 as
well as management of $140M
capital budget

Assure program activity is integrated
with balance of corporation e.g. IT
planning

Communicate project progress
internally and externally including
FERC

Monitor activity of more than 100
contractors over life of program

Develop and assure execution of
training, knowledge transfer and
program rollout

Establish and execute best practices
for project development and
management
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FY2006 Market Dev/Prog Mgmt Budget Composition

O&M Budget: $4.3M, Staff 22 2006 Budget: Expenses by Type
Analysis of
ekt Contact ’
Impacts Negotiations S 5.000
14% 28% 8 '
5 m 2006
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Market Development and Program Management
Notable Items

Division consists of three primary areas, (1) Market & Product Development, (2) MRTU and Program Office, but the
costs for the MRTU program and Program Office are removed from O&M budget, as they will be funded from the
capital budget (bond proceeds).

New Organization Focus: Develop market design proposals, identify alternative options, assess market impacts,
conduct stakeholder meetings, recommend solutions and develop tariff requirements, negotiate contract terms, and

SpECIfy software reqUIrementS' Includes: - Current Market issues (e.g. underscheduling , inter-tie settlement rules, RTMA )
-Replace must offer waiver process - Business practice manuals for MRTU Phase 1.
- Design Long-term capacity products -Resolve > 20 policy issues deferred to MRTU Phase 2

- Define control area footprint changes, pseudo ties & dynamic scheduling requirements - FERC filings, responses to regulatory orders, tariff language

- Assess Virtual bidding options -Resource Adequacy units reporting/compliance

-Integrate wind, demand-side, station power
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External Affairs (2800)

 Departments: .

CAISO/FIN/PRL

VP (Staff of 2)

Customer Services and
Industry Affairs

State/Federal Affairs

Communications &
Public Relations

Total Staffing: 39
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Customer Services and Industry Affairs

 Responsibilities:
— Client relationship management
» Strategic policy engagement
» Efficient transactional service
— Client policy issues management.

— Coordinate the ISO® participation
in external forums

— Implementing improved
stakeholder process

— Client training

Staff: 22
Workload:

Manage day-to-day client business needs
and questions
» Identify trends for educational opportunities

Resolve policy and tariff issues for clients
and stakeholders

Prioritize the ISO® involvement in external
groups and forums for maximum efficiency

Manage the quality and consistency of ISO
stakeholder programs

Administer ISO business requirements for
entities seeking to participate in 1ISO
markets

Develop and manage comprehensive client
training programs

Certify market participants and ensure
readiness for market changes
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State/Federal Affairs

 Responsibilities:

CAISO/FIN/PRL

Oversight of legislation that
impacts the ISO.

Maintaining and building
relationships with state
legislators and Congress

Outreach to the California
business community.

Outreach with local
governments and agencies,
community groups and regional
organizations to advocate the
ISO® position and enhance
reliability.

Staff: 5.5
Workload:

Outreach effort to local governments,
community groups and California
Businesses to promote ISO initiatives

Legislative bill tracking, monitoring and
analysis

Manage Environmental Justice policy

Attend and participate in legislative,
regulatory and other public hearings

Organizing legislative and corporate
briefings

Promotion of Voluntary Load Reduction
Program (VLRP)

Prepare external communications (re:
system conditions, legislative proposals,
regulatory actions, etc.)

Tracking legislative and agency inquiries

PROPOSED FY2006 BUDGET Page 48



Communications & Public Relations

. Responsmllltles  Staff: 9.5
Performing Corporate ° 2006 Workload

Communications functions of the

ISO serving as Public Information Manage Intranet
Coordinators during all electrical — ldentify, develop, package, and supply
emergencies Media spokespersons information products and services to
for the ISO stakeholders and the public
— Creating communication materials — Communicate strategic direction of the
for major 1SO initiatives for internal ISO
and external dissemination — Facilitate consistent & ongoing
— Managing Intranet & Internet communication of MRTU program
websites — Promote conservation through statewide
— Planning and executing corporate Flex Your Power program
special events — Expand public speaking opportunities and
— Annual Report educational outreach
— Maintaining 1ISO Speakers — Manage and enhance e-mail distribution
Bureau/Speech Bank and all processes to Stakeholders, l.e. CR
tours/visits to the 1SO Communications

— Developing value added Information
Products and Services
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FY2006 External Affairs O&M Budget: $6.6M, Staff 39 Budget Composition
2006 Budget: Expenses by Type

VP
External 2 6.000
- m !
Relations E 5.000
7% 3 4.000 m 2006
©3,000 -
©
Communications/ 52,000
Info Services § 1,000
26% - | | s B
Customer
- Nt © 0 &
Services & «® o © S A\ o o
Industry \,&\\e\ o (\fa\\o <@®
Affairs State & =i REY =N o
3® o\
52% Federal _ o ?‘_
afairs  ExXternal Affairs Division
0,
15% Notable Items
New Organizational Focus
. Coordinated, consistent communications to all internal and external audiences
. Dedicated stakeholder programs group
. Coordinated involvement in industry affairs
. Provide easier-to-use information for stakeholders
. Dedicated Community Outreach Staff
. Comprehensive Client Training programs
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CFO/Corporate Services (2300)

 Departments: o

Accounting

Financial Planning/ Treasury
Facilities

Procurement and Vendor
Management

Human Resources
Enterprise Risk Management
VP (Staff 2)

Total Staffing: 71
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Accounting
Staff: 7.5

 Responsibilities:

CAISO/FIN/PRL

1) Controllership/Accounting Administration
* Internal control policies and procedures

— Annually:

2) General Accounting and Financial Reporting

» Financial and management reports.

» Coordinating the financial, operational and

settlements control, and other audits.

» Tax returns and other informational filings to

federal, state and local agencies.

* Maintenance general ledger and fixed assets

systems.

3) Daily Cash Movements / Accounts
Receivable / Accounts Payable/ Market

Clearing

* Clearing ISO markets

» Daily bank administration
4) Management of Outside auditor
engagements

* Financial and SAS 70

PROPOSED FY2006 BUDGET

$2 B cleared & 44,000 market
Invoices processed

18,000 vendor invoices
processed

75+ bank accounts

SAS 70, Control Room,
Financial & Benefit audits

FERC, tax and regulatory filings
and inquiry/audit responses

Refund case bilateral
settlements of $1.2B
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Financial Planning/ Treasury

 Responsibilities: o Staff: 5.5
Budgeting/Financial Planning--O&M ]
budget/capital budget * Workload:
GMC/Rates (including ongoing — Manage 40 corporate
implementation of 2004 GMC investments/accounts w/ $200m +
Settlement); invested
Financial Administration of Capital — Maintain SC credit files on 100+ accounts
Projects — Implement new credit polic
SC financial security / credit p. POlCY
administration — Design 2007 GMC rate structure
Treasury and Cash Management- — Study/design enhanced budgeting system
Investments

Insurance Management--claims,
policies, renewals;

Debt administration--issuances,
compliance, bond draws, interest

Corporate Benchmarking
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CAISO/FIN/PRL

Facilities
 Responsibilities:

Critical Systems: Providing and
maintaining a high-reliability
infrastructure that is available
24X7.

Building Maintenance:
heating/ventilation/air
conditioning, indoor air quality,
building electrical distribution,
structural systems, etc.

Housekeeping: Interior janitorial
upkeep and grounds /other
exterior elements.

Property Leases
Facilities Planning

« Space Planning

* New Facility Design and
Development

» Contingency Planning

Staff: 8
Sites:

PROPOSED FY2006 BUDGET

182,000 sq. ft. with three
buildings in Folsom and one in

Alhambra

e Workload:

— Complete 3,000+ work orders
annually

Perform 1,100 Preventive
Maintenance work orders
annually

Coordinate 660 contractor visits
for repair and maintenance
annually.

Complete 300 box moves for
ISO personnel

Manage 80 vendors
Page 54



Procurement and Vendor Management
o Staff: 8

 Responsibilities:
— Corporate support in purchasing goods

and services through an effective process
for selecting vendors and managing costs

CAISO/FIN/PRL

Interface with selecting and managing
Value Added Resellers and leasing
companies

Issue all Corporate Purchase Orders and
negotiating acceptable pricing and terms

Administering and monitoring vendor
performance, interpreting contract
language, assisting Business Units with
disputes, and post-award negotiations for
amendments and change orders.

Centralize all commercial contracts
Initiate the asset life cycle

Assist all Divisions in reviewing budgets and

centralizing costs where appropriate

e Workload:

PROPOSED FY2006 BUDGET

>1500 Purchase Orders issued
yearly

Inventory of 1,200 commercial
contracts

~ 200 Software vendors
~ Hardware vendors

> 40 Professional/Consulting
Services firms
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Human Resources

. ResponS|b|I|t|es o Staff: 15
Payroll/Benefits/Retirement Administration Workload 2006

— Compensation Design, Policies, Performance

Management and Administration Employee benefits and payroll for 500+ employees
— Employee Relations, Investigations & Retention — Recruit qualified employees for vacant
— Organizational Development and Training positions/turnover (50+ backlog)
— Recruitment, Relocation and Outplacement — Manage staff augmentation vendor: 100 temporary

staff (monthly average)

— Oversight of the Staff Augmentation Promotions, transfers, administrative changes:

— Employee Records Management and Audit - 740+, and 50+ voluntary and involuntary
Processes (Controls) terminations.

— Legal Compliance (Labor Laws, ERISA, HIPAA) _ Tyaining including tuition reimbursement (47),

— Policy Development and Administration training sessions (90), with ~1000 participants
(Employee Handbook, Manager Handbook, — Employee relations investigations: 10

Benefits etc.)

— Workers Compensation and Leave of Absence
Administration

Performance Improvement Plans: 13

— COBRA (50+) /Retirees (20) /LOA (20 monthly)
/Workers Comp. (10)

— Current Initiatives include:
» Employer of Choice
* Succession Planning
» Compensation Structure
» System upgrades
* Benefit changes
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Enterprise Risk Management

 Responsibilities: ¢ Staff: 25
— Facilitate incorporation of e Workload

CAISO/FIN/PRL

risk management in
strategic planning; develop
and maintain an enterprise-
wide risk inventory; support
prioritization of risk
responses; monitor and
report on risk management

Develop and implement
policies, standards and
procedures to assure the
safety and security of the
CAISO people, information,
equipment and facilities

Plan and execute internal
audits of prioritized ISO
processes.

Coordinate with the Audit Committee and 1SO
Management in identifying and addressing high priority
risks.

Monitor/implement best practices to protect the CAISO
as a National Critical Infrastructure.

Provide a safe and secure physical environment for ISO
staff, contractors and visitors at the Folsom and
Alhambra facilities.

Continuously monitor best practices for information
security, and proactively upgrade tools and processes
as necessary to prevent unauthorized access to
systems and information.

Conduct vulnerability analysis and penetration testing of
systems and applications; certify that changes meet
security requirements; and audit information systems.

Conduct awareness campaigns on safety, information
security, physical security and risk management.

Comply with safety standards/provide ergonomic
assistance to all employees and on-site contractors.

Conduct internal investigations of identified threats to
information or physical security, and cooperate with law
enforcement agencies as required.
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FY2006 CFO/Corporate Services O&M Budget

CFO -
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: $23.1M, Staff 71
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Budget Composition

2006 Budget: Expenses by Type

CFO/Corporate Services Division
Notable Items

*Maintained commitment to corporate training, funding $810K in HR and $745K through the various divisions..
*Reduced audit costs ($325K budgeted in 2005 for FERC refund Quality Assurance, reduced to $100K in 2006,

reduced cost for SAS70 Audit)

*Enterprise Risk Management, Internal Audit, and Procurement & Vendor Management are key new initiatives
expected to promote value creation; reduce costs and reduce risks.

CAISO/FIN/PRL

PROPOSED FY2006 BUDGET
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CEO/Market Monitoring
(2100)

e Departments: e CEO
 Market Monitoring

e Total Staffing: 17
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CEO

 Responsibilities: o Staff: 4

Establish and guide overall Company direction in accordance with the
expectations set by the Board of Governors

Oversee management of the Corporation’s day-to-day business and
operations.

Prioritize Corporate activities and oversee and generally manage the
allocation of Corporate resources.

Oversee and guide development of the Corporation’s Strategic Plan, Annual
Corporate Goals and Budget for Board Approval
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Market Monitoring

 Responsibilities: o Staff: 13
— Monitoring and analysis of ¢ \Norkload:

CAISO/FIN/PRL

key market performance

issues

Investigations
 Enforcement Protocols

« Anomalous events,
market power, gaming,
and market manipulation

Market design
assessment

Design market power
mitigation measures

Market Surveillance
Committee

PROPOSED FY2006 BUDGET

Monitoring market performance
and special reports

Respond to external agency
requests

Administration of Enforcement
Protocols

Assessment of market power
mitigation measures

Assessment of market design
issues

Management of Market
Surveillance Committee
processes
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FY2006 CEO/Market Monitoring Budget Composition

O&M Budget: $4.3M, Staff 17 2006 Budget: Expenses by Type
M arket m 4,000
Commites CEO- 2
% General 8 3,000 m 2006

43% 2

% 2,000
3

~ 1,000 -

| B

NS S (O S X
Market . S\Be“e’“ \CO(\“ac \\CO(\S\,\\\V\ ,(;\(\'\“ Q\N\\Q one
Monitoring et gen of° \esé‘o“a ﬂa\,e\\“
49% 10

CEO/Market Monitoring Division

Notable Iltems
» Market Monitoring responsibilities have changed under the realignment.
* Greater responsibility for in-depth analysis of critical market issues.
* Responsible for administration of ISO Enforcement Protocols (formerly with Compliance Unit).
» Many market performance reporting responsibilities shifted to Market Services.
* Economic analysis of transmission expansions shifted to Planning & Infrastructure Development.
» Market Monitoring has been streamlined, with budgeted savings of 27%, or nearly $750,000.

* $150,000 reduction in Market Surveillance Committee costs.
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