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2006 Budget Stakeholder Meeting
ISO Folsom Facility, Building 101A
September 15, 2005
9:00am — 3:00pm

In attendance: On phone:

Roderick Campbell, EOB Rod Aoki, CAC/EPUC
Victoria Kolakowski, EOB Bert Hansen, SCE

Tony Lam, EOB Karen Shea, CPUC

Jeff Diamond, EOB Debra Lloyd, City of Palo Alto
David Cohen, Navigant Steve Ghadiri, EOB

Susan Schneider, Phoenix Consulting Susan Skilman, PG&E

Sudheer Gokhale, CPUC
Colette Kersten, CPUC
Lee Terry, CDWR, SWP
Holly Cronin, CDWR, SWP
Brian Theaker, Williams
Charles Faust, FERC
Katherine Gensler, FERC
Saeed Farrokhpay, FERC
Shannon Black, SMUD

For the CAISO:

Yakout Mansour Dan Yee

William Regan Charlie Robinson
Don Fuller Phil Leiber

Mike Epstein Stephen Morrison
Nancy Traweek Tom French
Greta Ossman Keith Casey
Lorenzo Kristov Jan Cogdill

Ben Arikawa Dave Timson
Keoni Almeida Paul Nethercut

Jenny Buglino

Yakout Mansour, the Chief Executive Officer, opened the meeting, welcoming
participants. Mr. Mansour gave an overview of the impact of the corporate realignment,
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emphasizing that cost reduction was only a part of the overall objective of providing value
to customers.

William Regan, Chief Financial Officer also provided brief introductory remarks.

Phil Leiber, Treasurer, gave an overview of the Budget process and the elements of the
proposed 2006 Revenue Requirement.

After Mr. Leiber spoke, representatives reviewed each Divisional Budget. The presenters
for the divisions were:

Nancy Traweek, VP of Operations

Tom French, VP of Planning and Infrastructure Development

Greta Ossman, CIO and VP of Information Services

Charlie Robinson, General Counsel, VP of Legal Affairs and Corporate Secretary
Don Fuller, VP of External Relations

Lorenzo Kristov, VP of Market Development and Program Management

Keith Casey, CEO and Market Monitoring

William Regan, CFO and VP of Corporate Services.

O O0OO0OO0OO0OO0O0O0

At the end of these presentations, Ben Arikawa reviewed the status of the 2004 GMC
Settlement, the cost allocation methodology, the billing determinant forecast and the
Budget timeline.

Questions asked and comments given during the meeting are listed below along with the
CAISO initial response.
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October 6, 2005

Questions and Comments Related to the Discussion of the Preliminary Budget (Draft)

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent

Load Forecast How will the entities leaving the control area | David Cohen, |Ben Arikawa The effect of entities leaving the Control Area will

affect the forecast of billing determinants? Navigant be included in the forecast for 2006. Load
through May 2005 is below our forecast and
below the same period in 2004. The primary
reason for this is the mild spring & early summer
weather. July and August weather was more
seasonable and closer to forecast. For the final
forecast, we’ll have July and August 2005 data
available. We still expect to see some load
growth in 2006 over 2005.

Corporate Will the corporate alignment costs all be David Cohen, | Phil Leiber Phase 1 was completed in July, so its costs will

Alignment expensed in 2005? Navigant be fully expensed in 2005. Phase 2 may run into

Expensing 2006, thus some portion of that work may be

expensed in 2006.

Training & Do training costs involve only expenses paid | David Cohen, |B. Regan Training and travel are accounted for separately.

Travel Costs to outside parties? Also, what percent of the | Navigant P. Leiber Training does involve only third party costs, such
2006 budgeted amount of $4 million goes to as books, materials and trainers, and not CAISO
training vs. travel? labor. The detailed breakout of these costs is

shown in the chart on page 21 of the Budget
Book, Part 1.

Dec Programs Please provide an example of a DEC Brian Theaker, | Phil Leiber There were fewer DECs than usual proposed for
program that was proposed in the 2006 Williams 2006. The Finance Dept. proposed a DEC for
budget but declined. lower insurance coverage, but this was later

determined to be unwise and wasn't included in
the proposed budget sent to the Board. The
budget book lists by Department all of the DEC
programs that were included in the proposed
budget.

Travel Costs Does each department have its own travel David Cohen, | Phil Leiber Travel is budgeted by each department. The
budget? Navigant amount shown within Training & Travel is a sum

of those expenses for CAISO as a whole.
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October 6, 2005

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent
6 Incentive Why did the total budgeted incentive Sudheer Phil Leiber The CAISO budgeted for 73% payout for
Compensation compensation for 2006 actually increased Gokhale, incentive compensation in past years, but
from 2005 despite there being fewer CPUC budgeted at 100% for 2006. The incentive
employees? compensation program is to be modified to place
greater emphasis on departmental and individual
performance, in addition to overall company
achievement of goals. While the payout may be
less than 100%, this is intended to send the
message that full achievement of goals is
expected, and will be rewarded if met. If the
payout is less than 100%, excess funds would
be returned towards rates in 2007.
7 Corporate Goals | Will the corporate goals for 2006 be made Colette Phil Leiber Yes. The CAISO will bring stakeholders into that
available to the public? Kersten, process later this year.
CPUC
8 Employee Does the 2006 budget reflect any changes | David Cohen, | Phil Leiber, Bill | Benefits are still budgeted at 33% of base salary
Benefits in employee benefits from 2005? For Navigant Regan as in past years. The CAISO will manage the
example, higher copayments? benefit package (potentially, with changes in
copayments, etc.) to stay within that amount for
2006. No such changes are planned at this time
however.
9 Validity of With the compressed budget timeline for Lee Terry, Phil Leiber The August start for the budgeting process did
Proposed 2006, how realistic are the proposed CDWR lead to a compressed internal budget
Budget budgeted amounts? Have all legal matters, development timeline.
etc. been accounted for?
While it will be a challenge to meet the proposed
Budget, we have budgeted for “expected”
matters. There is always the possibility that
workload could exceed the expected level, and
that would be addressed as appropriate.
10 Revised Tariff Will the simplified tariff be filed in 20057 David Cohen, | Charlie Yes it will, scheduled for September 2005.
Navigant Robinson
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October 6, 2005

Area

Comment/Question/Suggestion

Stakeholder

CAISO

Respondent

ISO’s Response/Views

11

Miscellaneous

Expenses

Which expenses are included within the
miscellaneous category? Is it for
contingencies?

Colette
Kersten,
CPUC

Phil Leiber

Contingencies are not included in the
miscellaneous expense category. Small
hardware & software purchases, office supplies,
property taxes & shipping are combined there.
Miscellaneous expenses are taxes/fees, fines,
Board expenses,
publications/advertising/printing/postage, small
software, hardware and office equipment
purchases, interest/bank fees and office
supplies. The detailed breakdown is shown in
the right hand chart on page 21 of the Budget
Book Part 1.

12

MRTU
Employees

What will happen with the 11 employees
budgeted for MRTU once that program has
been completed?

Vickie
Kolakowski,
EOB

Phil Leiber

Those employees have not been guaranteed a
position after MRTU is implemented. Those
employees are very experienced and talented
and would be strongly considered for any open
positions within CAISO. The company has
ongoing turnover and typically has numerous
positions available at any given time.

13

Reduction in
Headcount

Which divisions received the largest
reduction in employee headcount?

Colette
Kersten,
CPUC

Phil Leiber

The divisions with the largest reductions in
headcount were Operations and Information
Services. It is difficult to specify the exact
number, however, due to the significant changes
in the responsibilities of each Divisions, and with
transfers of functions and new Divisions created.

14

Operating
Reserve

Once the bonds’ principal is fully paid in
2009 will the operating reserve be funded at
15% of the O&M budget?

David Cohen,
Navigant

Phil Leiber

The Tariff specifies that each year 25% of debt
service is collected as a contribution to the
Operating Reserve, and that when the Operating
Reserve is fully funded at 15% of the O&M
budget, any excess is returned towards the next
year’s revenue requirement. We would likely
review the funding mechanism for the Operating
Reserve when the bonds are no longer to be
outstanding.
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October 6, 2005

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent
15 Total Debt What is the total level of outstanding bond Brian Theaker, | Phil Leiber Approximately $250 million, split almost evenly
debt for CAISO? Williams between the 2000 and 2004 offerings. The 2000
bond proceeds paid for startup and infrastructure
costs, while the 2004 proceeds will primarily fund
MRTU costs, with some funding for other capital
projects in 2005-2007.
16 Operating How does the excess operating reserve get | Lee Terry, Phil Leiber There are formulas for allocating the operating
Reserve refunded to SCs? CDWR reserve credits to each of the GMC charge type
categories. Each year, CAISO includes a
schedule that shows how the Operating Reserve
credit is calculated and allocated to categories.
17 MRTU When will more information be released Susan Phil Leiber MRTU will be covered during the Capital Budget
about MRTU? Why is so much of the Schneider, discussion. The CAISO will further review what
information still confidential? Phoenix information can be released. As discussed later
Consulting by Jan Cogdill, much of the information on
specific contracts cannot be released due to
confidentiality provisions in the contracts.
CAISO submits a periodic report to FERC with
detailed spending information for MRTU. We will
consider whether this information could be
released.
18 Benchmarking Please discuss benchmarking efforts that Colette Phil Leiber CAISO doesn’t have any details to give on this
CAISO will make in order to measure Kersten, yet. FERC is working on developing a list of
progress towards its goals. CPUC required metrics for ISO/RTOs. Further, CAISO

will develop metrics for measurement of
achievement toward its annual goals and longer-
term goals.

Comparisons initiated by individual ISOs are
difficult, as other ISOs/RTOs do not necessarily
track the same metrics, and due to differences in
their development history and their market
structure.

Cooperative efforts by the ISOs/RTOs
sponsored by the ISO/RTO Council are
underway, and have included a 2004
benchmarking study, that has not yet been
completed.
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October 6, 2005

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent
19 CRS and What is comparable level of CRS costs at David Cohen, | Phil Leiber The CAISO looked at the rate structures at other
comparability the other ISOs/RTOs. How do they recover | Navigant ISOs during the 2003 GMC Project. The level of
with other the “CRS costs” at the other ISOs? comparable costs for other ISOs/RTOs is difficult
ISOs/RTOs to determine given a lack of common rate
structures, and below that, useful cost
information as reported on FERC Form 1s. As
an example, one 1SO has a fully bundled GMC.
FERC is seeking more granular reporting, but
will not require uniform rate structures between
ISOs.
20 Benchmarking Has the ISO/RTO Council benchmarking David Cohen, |Phil Leiber Bill | There was a 2004 study that has not yet been
study been made public? If not, when will it | Navigant Regan completed. CAISO has advocated that it be
be? completed, but that would require consent of all
involved participants. We will let you know about
that status of that study.
Additionally, the ISO/RTO Council has other
comparative studies underway that could be
completed soon.
21 Stakeholder TANC’s comments on the ISO/RTO Council | David Cohen, | Phil Leiber CAISO will review TANCs comments.
Comments study should be closely studied by CAISO. | Navigant
22 MRTU impact on | How will the completion and implementation | David Cohen, | Phil Leiber We do not want to “reinvent the wheel” for the
rates after 2007 | of MRTU in 2007 affect CAISO’s GMC Navigant post-MRTU GMC. We would like, if possible, to
rates? make incremental changes rather than develop
an entirely new rate structure. We will hold a
stakeholder meeting later in 2005 to discuss the
alternatives and set forth a path for the 2006
stakeholder process on this matter.
23 MRTU impact on | What are CAISO'’s plans for the evaluation | Susan Phil Leiber We will hold a stakeholder process to consider
rates after 2007 | of GMC rates after 2006? Schneider, any future GMC rate structure changes. We
Phoenix expect to use in-house rate design expertise.
Consulting We expect that changes will be necessary for, at
minimum, Congestion Management and for the
Day Ahead market.
24 GMC Rate Any potential changes to GMC charges David Cohen, | Phil Leiber CAISO is in agreement.
Structure should be investigated before the 2007 Navigant

budget process begins.
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October 6, 2005

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent
25 Operations & Will there be changes in the workload for the | Susan Nancy Traweek | The Operations division has undergone many
Corporate Operations division after the corporate Schneider, changes with the alignment. The Division, like
Alignment alignment? Phoenix the rest of the Company, is reviewing its work
Consulting processes, and looking for ways to improve
efficiency. We have to continue to provide the
essential services customers expect. There will
be functions that receive greater, or less focus
than previously. The Company is currently
working on a “gaps” analysis to identify intended
capabilities and service levels vs. current levels.
26 Grid & Market What was the intent with combining Grid & | Brian Theaker, | Nancy Traweek | The aim is to achieve greater integration and
Operations Market Operations within the Operations Williams coordination between the two departments.
division? Better communication, analysis and
measurements will come from having both
departments within the Operations division,
which is a primary goal of the corporate
realignment.
27 Operations What types of contracts are among the 400+ | David Cohen, |Nancy Traweek | These contracts are PGA, MSS and RMR
Contracts that Operations Support administers? Navigant contracts, not vendor contracts.
28 Reliability What is the cause of the 20% increase in Susan Phil Leiber Bill | As described on page 109 of the Budget Book
Coordination costs for Reliability Coordination in 2006? Schneider, Regan Part 2, one additional staff was added, along
Costs Phoenix with an allotment of overtime for hourly
Consulting employees. These costs are all reimbursed to
CAISO by WECC.
29 Building & Do the buildings and facilities costs get David Cohen, | Phil Leiber These costs are assigned to Corporate
Facility Costs allocated to the divisions? What is the Navigant Services/Facilities and not to each Division. We
procedure for this with the other ISOs? believe that other ISOs handle account for such
costs in a similar manner.
30 Alhambra’s Are any of the costs for the Alhambra David Cohen, |Nancy Traweek |No, Alhambra costs are only assigned to the
Costs operations allocated to other divisions? Navigant Phil Leiber Operations division. With the exception of the

“Alhambra Operations,” cost center (with staff of
three) Alhambra costs are not accounted for
separately.
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October 6, 2005

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent
31 Reliability Are Reliability Coordination costs 5% of the | Lee Terry, Nancy Traweek | Yes they are. Again WECC reimburses the
Coordination total Operations budget? CDWR CAISO for these costs.
Costs
32 Transmission Will the PTOs/utilities still conduct David Cohen, | Tom French The FERC order directed the 1SO to conduct the
Studies transmission interconnection studies now Navigant studies itself. The ISO will assess the impacts of
that CAISO is doing them? Interconnection Customers projects on the Grid.
The PTOs will continue to have a role in the
studies at the ISO® direction and oversight,
where it is efficient, cost effective and where they
have non-transferrable skills.
33 Grid Power Flow | Can PTOs access and use CAISO’s Grid David Cohen, |Tom French The PTOs have access to the results of the
Model Power Flow Model? Navigant Power Flow Model.
34 Grid Planning CAISO should coordinate more of its grid David Cohen, | Tom French The CAISO does coordinate with the PTOs and
planning with the PTOs. Navigant does use their expertise in evaluating impacts on
their service territories. The CAISO, however,
has the expertise to perform overall grid planning
studies, as well as a FERC mandate to do so.
35 Grid Planning Who pays for transmission interconnection | David Cohen, | Phil Leiber Generation owners interested in connecting to
Studies studies? Navigant the grid pay will pay for the studies. These costs
will not be recovered in the GMC, but through
separate charges based on the cost of the work
performed by CAISO.
36 Grid Planning What are the number of transmission David Cohen, | Tom French Currently there are about 90 projects being
Studies studies that will be done? Navigant considered with the potential for 3 different
studies per project. Feasibility studies typically
cost $10,000, system impact studies $50,000
and facilities studies $100,000, so the total
dollars involved could be well over $10,000,000.
37 Deliverability There are also deliverability studies? Susan Tom French Yes, those will also have to be done.
Studies Schneider,
Phoenix
38 Enron Will the Enron bankruptcy matter be David Cohen, | Charlie Yes, it should be finalized by the end of 2006.
Bankruptcy finalized by the end of 20067 Does CAISO | Navigant Robinson CAISO still monitors the situation to determine

continue to monitor those proceedings?

how our Tariff and the settlement and bankruptcy
laws all intersect and affect each other.
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October 6, 2005

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent
39 Outside Legal Has CAISO changed its outside legal firm Susan Charlie Swidler no longer has an energy practice. Those
Firms from Swidler? Schneider, Robinson attorneys left Swidler to join the firm of Alston,
Phoenix Bird. We use Alston, Bird now rather than
Consulting Swidler.
40 Legal Division’s | Please discuss the Legal Division’s Victoria Charlie All outside legal expenses are located in cost
Expenses expenses in greater detail by department. Kolakowski, Robinson center 2611, while all board expenses are in cost
EOB center 2651. Salary/benefits for legal staff,
however, is contained in each of the 5
departments in this Division. 93% of this
Division’s $10.4 million budget is for either
CAISO legal staff or outside legal work. About
60% of that amount goes to outside legal firms.
41 Outside Legal Will CAISO use two outside legal firms in the | Lee Terry, Charlie Yes, that is the near term plan. Troutman
Firms future? CDWR Robinson Sanders will work on CAISO'’s tariff and MRTU
filings, while Alston, Bird will handle other legal
matters. Swidler no longer has an energy
practice.
42 External Affairs | Does the External Affairs Group interact with | David Cohen, | Don Fuller Yes, this Division interacts with the IRC Council
Division other ISO councils? Navigant consisting of 8 North American 1SOs as well as
other informal groups. We're trying to coordinate
and find the most efficient way to interface and
get feedback. This arrangement does not
preclude the participation of other CAISO staff
within specific industry peer groups.
43 External Affairs | Would providing market data via the Susan Don Fuller The intent of getting the data online is to enable
Division, extranet include a more user-friendly Schneider, market participants’ accessibility to the
interface and better accessibility? Phoenix information they need and to provide more
Consulting transparency.
44 External Affairs | Suggest that the CAISO use the current David Cohen, |Don Fuller CAISO will aim to do so when possible.
Division technology to take advantage of web-based | Navigant

meetings more often and link documents
back to specific meetings.
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October 6, 2005

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent

45 External Affairs | What percentage of the total budget is David Cohen, | Don Fuller Salaries comprise approximately 86% of the total
Division salary? Navigant budget for this department.

46 Market With respect to market and product David Cohen, |Lorenzo Kristov | Yes, through the IRC, the management and staff
Development development, is the CAISO communicating | Navigant of the ISOs/RTOs discuss issues of common
and Program with other ISOs regarding the development interest relating to market development. These
Management of markets so we don’t make similar discussions occur in both formal and informal
Division mistakes? venues. In addition, the CAISO reviews FERC

filings and decisions regarding the market
designs developed by other ISOs.

a7 Market Looking forward should CAISO separate the | David Cohen, | Phil Leiber We currently have separate GMC charges for
Development costs associated with the operations of the | Navigant market usage apart from the core-reliability
and Program market in a separate GMC charge? The services charge. Accordingly, the market usage
Management CAISO can still have market operations as a charge is separate in the GMC, but
Division separate charge, but outside of the normal organizationally, the market operations

GMC charge. department is being integrated back into the
operations department of the CAISO. The costs
will continue to be separated for rate purposes.

48 Market Regarding stakeholder information, what is | David Cohen, | Bill Regan Comments are duly noted.

Development the decision point and who decides when Navigant

and Program
Management
Division

Release 2 gets done? My suggestion would
be to get the bugs worked out of Release 1
and get it working before you begin on
Release 2. It doesn’'t make sense to get to
Release 2 without working out bugs
associated with Release 1. No costs are
associated with Release 2 in the capital
budget.
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October 6, 2005

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent
49 Market Regarding MRTU, the personnel working on | David Cohen, | Bill Regan In order to be capitalized and eligible to be
Development MRTU are not allocated to the O&M budget | Navigant recovered by bond funding, expenditures must
and Program but are in fact capitalized. Are the lawyers meet certain requirements. On first
Management working on Tariff language also capitalized? consideration, it would not appear that tariff
Division, The cost of MRTU should also include the writing results in a capital asset that could be
Program Office | cost of the attorneys’ time in order to capture capitalized. We will continue to review individual
Department an accurate project cost. expenses for appropriate treatment. If we incur
an expense that can be capitalized rather than
expensed, it would be removed from O&M
expenses which would then reduce the GMC in
the following year.
50 Market Regarding the note relating to “Sign long- Susan Lorenzo Kristov | To the extent that the State begins discussions
Development term capacity products”, is the ISO doing Schneider, on long-term capacity products, we will be
and Program long-term capacity products? Phoenix participating in the discussions.
Management
Division
51 Market We already have problems getting David Cohen, |Lorenzo Kristov | To the extent that the State begins discussions
Development generators to make infrastructure Navigant on long-term capacity products, the CAISO’s role
and Program investments due to funding issues will be figure out how the procured resources
Management associated with bilateral contracts. become available, committed and scheduled to
Division, participate in the markets. CAISO will discuss
Program Office this issue with other ISO’s and coordinated with
Department the State.
52 CEO/Market Can you elaborate on “Consulting” costs? David Cohen, |Keith Casey For the CEO budget, consulting costs are for the
Monitoring Navigant continuing work to realign CAISO functions and

prioritize work. With regards to the consulting
expenses associated within the Market
Monitoring department, consulting expenses are
usually associated with subject matter experts
and technical staff to develop the methodology
for economic benefits of transmission projects,
external experts for market investigations
(including gas procurement , operations and/or
physical mechanics of generation facilities.)
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October 6, 2005

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent
53 CEO/Market Does the budget include the VP salary for David Cohen, | Phil Leiber Funding for positions that are currently vacant
Monitoring the vacant position in the Market Monitoring | Navigant are included in the proposed budget, but there is
Division? a vacancy factor (negative amount) included in
the budget to reflect the fact that some positions
will be vacant at times throughout 2006. Vacant
positions often results in higher costs for
temporary staff or consultants to perform the
work in the absence of a full-time employee.
54 CFOI/Corporate | How much of the lowering of congestion David Cohen, |Bill Regan We are not discounting that transmission
Services costs was due to transmission upgrades? Navigant upgrades to the system contributed to lowering
congestion costs, but the CAISO also managed
the system in a manner to which contributed to
the reduced congestion costs. We do not have a
study to apportion the credit to either element.
55 CFO/Corporate | Regarding Human Resources, my standard | David Cohen, |Bill Regan Timesheet reporting will likely begin for 2007 as
Services pet recommendation has been to require the | Navigant we get into activity or project-based accounting.
CAISO employees to complete timesheets. We are currently implemented Oracle Time &
Accenture’s recommendation was to do the Labor for early 2006. This lays the groundwork
same. Will that process begin in 2006? for more detailed project time reporting.
56 CFOI/Corporate | Navigant went through Oracle for timesheet | David Cohen, |Bill Regan Duly noted. Thank you for your input.
Services reporting and subsequently migrated to a Navigant
web-based reporting system, which works
much better for them.
57 CFO/Corporate | There is a note that indicates that there are | Susan Bill Regan The administrative changes relate to changes to
Services 740+ administrative changes in Human Schneider, pay rates, reclassification of positions and
Resources. What does that represent? Phoenix promotions, as well as terminations and
Consulting retirements. There will be numerous Personnel

Action Notices generated in 2005 to reflect the
changes resulting from the corporate
reorganization.
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October 6, 2005

Area Comment/Question/Suggestion Stakeholder |CAISO ISO’s Response/Views
Respondent
58 CFOI/Corporate | Regarding the Summary of Division Susan Phil Leiber No. It would be extremely difficult to map back
Services Budgets, is the CAISO going to construct a | Schneider, the cost centers from the 2005 budget to the
new 2005 budget to enable a comparison Phoenix 2006 budget, and in reality, there are new
with 2006? Consulting groups doing different things, so there really is
not a 1:1 mapping from the new budget to the
old. We will have some type of mapping for the
GMC unbundling.
We will likely reallocate budget dollars for the
remaining months of 2005 to accord with the
new organization structure.

59 CFO/Corporate | Had we known during the GMC unbundling | David Cohen, The CAISO is in agreement that an accelerated

Services process, that the company was going to be | Navigant approach to reaching a settlement for the 2007
reorganized, we would have made a Section GMC would be attractive, and would appreciate
205 filing for 2006 mandatory. If we had full any ideas stakeholders have for making that
disclosure of the potential reorganization, we happen.
would have put more triggers in the
agreement.
If there are settlement discussions for 2007,
we should work together to ensure quick
completion in a month rather than the seven
months it took for the 2004 Settlement.

60 Capital Budgets | How did the original capital listing at the David Cohen, |Jan Cogdill There are 31 Priority 1's currently on the Capital
initial stakeholder budget meeting compare | Navigant Budget project list. It is essentially the same list
with one currently in the Budget Book? as presented in June. We will likely refine the list

later in 2005. Due to the reorganization, some of
the project sponsors from the list now have new
roles, so we will review again which projects are
likely to be essential.

61 Capital Budgets | In the capital budget, is MRTU the only Sudheer Jan Cogdill No, there are other projects in addition to MRTU
project? Gokhale, in the capital budget. Some Priority 1's projects

CPUC may be eliminated due to the realignment and

the remainder will go through another
prioritization process.
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62 Capital Budgets | Reprioritization only affects how the 2004 David Cohen, |Jan Cogdill Correct. There is no direct impact on rates, as
bond financing gets drawn out. Navigant all 2006 capital project funding will be from the
bond proceeds.
63 Capital Budgets | There is $10M coming from bond funds, Sudheer Jan Cogdill Correct. The $10 million in non-MRTU projects
correct? Gokhale, would be funded from the bond proceeds, in
CPUC addition to the MRTU capital funding, which is
also funded from the bond proceeds.
64 MRTU Capital What are the updated budget dollars for David Cohen, |Jan Cogdill For any feature that was scheduled to be in
Budget Release 1 and Release 2? For those Navigant Phil Leiber Release 1 that is either pushed back to Release
projects in Release 1 that are being 2 or not implemented, there will likely still be
postponed to Release 2 or not done at all, funds allocated to those projects.
how will that affect the bond funds?
65 MRTU Capital When features scheduled for Release 2 are | Susan Jan Cogdill We changed the scope of Release 1. We have
Budget backed out, the budget was not changed, so | Schneider, Bill Regan enough money to cover Release 1. As Release
now does the budget only cover the projects | Phoenix 2 features are either deferred from Release 1 or
in Release 1 but not Release 2? Consulting enhancements to applications under Release 1,
the remaining bond funds will be used to cover
capital expenditures under Release 2.
66 MRTU Capital Initially the ISO projected $139M for MD02 | Susan Bill Regan The funds remain in place to cover the entire
Budget Phases 1A/1B, 2 and 3. Now that certain Schneider, project. We have not removed projects from the
features are to be deferred to a “Release 2", | Phoenix scope in order to come in under budget. If
what happens to the budget? Is it to be Consulting features are deferred that were originally to be
adjusted accordingly? and David “in scope” of the project, the budget would be
Cohen, adjusted accordingly.
Navigant
67 Functional Will the Accenture Report be distributed David Cohen, |Ben Arikawa The Accenture Report will not be disseminated
Assessment publicly? Navigant publicly, but will be released to the Committee of
Review 3 consisting of the Administrative Law Judge, the
CPUC attorney and the EOB attorney.
68 Functional What is the timing for distribution? Collette Ben Arikawa The distribution will be occur very soon as there
Assessment Kersten, are ongoing discussions among the legal
Review CPUC counsel. The CPUC representative will be Larry

Chaset. (Note: The CAISO the FAR report to the
committee of three during the week of
September 19, 2005.)
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69 2004 GMC Until the Commission approves the GMC David Cohen, |Ben Arikawa Yes, that is correct. There are a number of

Settlement portion of the SWPL Settlement the 2004 Navigant Phil Leiber deliverables for the 1ISO in the GMC Settlement,

GMC Settlement is not final. we are not required meet those until the GMC
Settlement is final. For example, the ISO is to
report on the status of the joint ISO/RTO
benchmarking study. We will issue a status
report within the timeline provided within the
GMC Settlement. (Note: On September 22, the
FERC approved the SWPL GMC Settlement.)
70 Functional In the Accenture document, will there be David Cohen, |Ben Arikawa Yes, we believe that was done.

Assessment comparison with other ISO’s in terms of Navigant

Review organizational structure?

71 GMC Rate With regard to O&M Cost Allocations, how David Cohen, |Ben Arikawa Because there are different cost centers
Determination will the new budget compare? Navigant associated with the realignment, there is no way
Process to apply the existing cost allocations without

some type of mapping. This mapping process
should be completed by the end of September or
early October. To comply with the Tariff, we may
have to use the existing system allocations for
new projects. The CAISO will review the method
for consistency with the Tariff prior to its release.
(Note: The cost center mapping was completed
and is posted on the 2006 Budget Process
webpage.)

72 GMC Rate To clarify, debt service is assigned to the David Cohen, |Ben Arikawa That is correct for the debt service associated
Determination various buckets based on the assignment of | Navigant with the 2004 bond issue. For the debt service
Process capital expenditures to the various buckets. on the 2000 bond issue, the assignment is fixed

as those moneys have already been spent.

73 GMC Rate With regard to the cost allocation approach, |David Cohen, |Ben Arikawa The method for this reassignment is detailed in
Determination the Settlements, Metering and Client Navigant the Tariff. The reassignment of SMCR costs will
Process Relations charge recovers only $500/month be available as part of the package including

per customer. Other costs are to be
reassigned to other GMC categories. Do
you have the amount of this reassignment
for 20067

preliminary rates to be released prior to the
Finance Committee review on October 18. .
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74

Comments to
CAISO Board

Since the cost allocation information will not
be available until late September or early
October, are you giving sufficient time for
stakeholders to provide comments?

David Cohen,
Navigant

Ben Arikawa,
Phil Leiber

If you want to make comments and have the
CAISO include your comments in our
presentation to the Finance Committee, you
should submit your comments no later than
October 7, 2005. This is an internal deadline to
ensure that we have sufficient time to produce
the documents for the Committee. This deadline
does not preclude a stakeholder from submitting
their own comments directly to the Committee, or
speaking to the Committee directly during the
public comment period. Comments will continue
to be accepted and provided to the Board even
after October 7. Also, there is additional time
prior to Board approval for comments to be
submitted. The October 18 meeting is not the
only opportunity for stakeholders.

75

GMC Rate
Determination
Process

What was the specific method for
reassigning the SMCR costs to the other
“buckets?” Was that spelled out in the
Settlement?

David Cohen,
Navigant

Ben Arikawa

The method for reassigning SMCR costs was
developed as a mitigation measure for the initial
October 2003 GMC filing (for year 2004). The
method specified that all SMCR costs in excess
of the forecast $500 monthly per SC ID would be
reassigned to the ETS, CONG and MU charges
based on an analysis of Settlements Systems
transactions. These percentages are shown in
Table 3, Part E of Schedule 1 of the Tariff.

76

GMC Rate
Determination
Process

How will the 2006 revenue requirement be
allocated to the GMC categories, by overall
percentages consistent with 2005 results, or
by cost center?

David Cohen,
Navigant

Ben Arikawa,
Phil Leiber

The CAISO will be working on developing a
method consistent with the Tariff for associating
the new cost centers with the GMC charges.
There are alternative methods that may yield
similar results and the CAISO will look into those
as well.
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77 Billing Regarding Uninstructed Deviations, has David Cohen, |Ben Arikawa No, penalties are not being assessed currently.
Determinant price elasticity had an effect? Navigant The reduction in net Uninstructed Deviations is a
Forecast result of their visibility to Operations and the

SCs.

78 Billing Why has there been an increase in the David Cohen, |Ben Arikawa We don'’t have a firm explanation for the increase
Determinant number of schedules submitted since 2004? | Navigant in schedules, but it may be a result of the
Forecast expiration of contracts at the end of 2003. The

growth in schedules appears to be leveling off as
2005 progresses.

79 Billing Since the 2004, has the CAISO added more | David Cohen, |Ben Arikawa Yes, we have more SC IDs. This is a result of
Determinant SCs? Is the increase in the schedules a Navigant additional IDs for entities that have left the
Forecast function of more SC’s? Control Area, but still schedule on the CAISO

grid, existing SCs requesting additional 1Ds for
their own or their customers transactions and
possibly for PIRP participants (with the last
reason was offered by Susan Schneider).
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