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CALIFORNIA ISO
SUMMARY, DISCUSSION AND COMMENTARY
For the ten-months ended October 31 J 2010

OPERATIONS: (pages 1, 4, 5, and 6)
· VTO operating revenues were $1.4K over budget.

This is primarily due to higher GMC revenues during the period as a result of higher volumes in the market and the impact of the adjustment of some
GMC component rates earlier in the year. In April and July 2010, the Company adjusted the rates of some GMC components in order to align the
collection of revenues with associated costs.

· VTO operating revenues were $6.3M lower than the previous year.
- This variance is primarily due to lower GMC revenues compared to last year due to a reduction in energy exports and the prevailng

economic conditions of the state.
· VTO O&M expenses were $2.9M under budget.

- This is primarily due to lower than expected year to date headcount reflected in salaries and benefits, and lower third part vendor contracts.
· VTO O&M expenses were $1.6M lower than the previous year.

- This variance is primarily due to lower consulting and contracting expenses and third part vendor contracts in 2010 compared to 2009 when these costs
were higher because of the implementation of the new market in 2009. The 2010 reduced expenditure is partially offset by higher legal
and audit expenses related to the new building headquarters in 2010.

· Currently there are 595 full-time employees compared to 615 full-time employees budgeted. There were 576 full-time employees YTD last year.
- Employee headcount is lower than budgeted due to the timing of hires and attrition.

INTEREST COSTS and INTEREST INCOME: (page 1)
· YTD Interest income and other were $2.2M higher than budget.

- Primarily due to interest earned on restricted funds which is a non-budgeted item that is treated as an adjustment to debt service costs for the year.
· VTD Interest income and other were higher by $1.8M compared to the previous year due to larger investment balances.
· YTD Interest expense, as compared to budget, was higher by $1.3 millon due to interest expense adjustments related to the bonds for the period.
· YTD Interest expense was higher overall compared to last year due to the generator fines interest expense reversal and to the issuance

of the 2009 bonds.
· VTD Gains and losses on investments reflect a net gain based on market activity for this portion of the year.
· VTD Gains and losses on investments in 2010 are lower by $2.8M compared to 2009 because the 2009 gains were primarily due to the initial recovery

after the 2008 historic lows.

BALANCE SHEET: (page 2)

· The decrease in restricted cash and cash equivalents compared to the prior month is due collateral returns and market clearing activities.
· Changes to the other accounts were mainly due to normal business activity during the month.

Finance and Accounting Departments 11/23/10



CALIFORNIA ISO
SUMMARY, DISCUSSION AND COMMENTARY
For the ten-months ended October 31, 2010

Page ii
CAPITAL PROJECTS: (pages 3 and 7)

· The 2010 capital projects budget is $31.0M, and is separate from the Iron Point budget of $160.0M for the new facilty.
YTD 2010 capital projects approved through October totaled $22.8M.

· Actual expenditures to date for 2010-approved capital projects and the new facilty totaled $7.7M and $128.8M, respectively.
· Expenditures for 2009-approved capital projects totaled $15.8M.

The ISO Markets

MARKET REVENUES: (page 8, 9 and 10 )
· The total costs managed by the ISO include GMC, Reliability Must Run (RMR) charges, Ancilary Services Capacity, Energy (Real-time and Day-ahead),

Transmission and Other, and InterSC Trades.
· Revenues from InterSC trades is now a significant share of our market revenues as a result of the new market.
· Other market costs fluctuate with the season or as a result of certain external factors (wildfires, extreme temperatures and drought conditions).

OBLIGATIONS OF MARKET PARTICIPANTS: (pages 11 and 12)
· Outstanding obligations of market participants reflects the seasonality of energy usage during the year.
· The increase in market obligations in November 2009 reflects the collateral requirements under payment acceleration and the requirements to

participate in the annual congestion revenue rights auction in December.

Finance and Accounting Departments 11/23/10



CALIFORNIA ISO
Statement of Operations
For the ten-months ended October 31,2010
(dollars in thousands)

Year to Date 2010
Actual Budget Variance dPYActual Variance! Budget

Revenues:
Grid Management Charge $ 165,937 $ 164,479 $ 1 ,457 $':" ';171,410 $ (5,474:) $ 195,067
Fines, WSCC & Other Fees 3,502 3,583 (82) ;4,373 (871 ) 4,300

Total revenues 169,438 168,063 1,376 "";';;';175,783 ' '(6,345) 199,367
;,....:;:.,g

Operatino Expenses:
Salaries and Benefits 90,636 92,905 (2,269) 90,135 $ 501 110,028
Building, Leases and Facility 7,287 7,830 (543) 7,262 25 9,396
Insurance 1,823 1,838 (15) 1,652 .171 2,205
Third Party Vendor Contracts 12,743 14,968 (2,225) ":-':'0:" 13,887 (1,144) 17,962
Consulting and Contracting Services 12,134 9,036 3,098 14,623 (2,4J39) 11 ,022
Legal and Audit 3,985 4,692 (706) 2,689 1,296 5,630
Training, Travel and Professional Dues 3,118 3,142 (24) 3,009 109 3,797
Other 2,020 2,193 (174) 2,069 (49) 2,656

Total operating expenses 133,746 136,604 (2,857) ." 135,326 (1,579) 162,696

Net operating income (loss) 35,692 31 ,459 4,233 ;' 40,458 36,672

Interest and Other Expenses
Interest income & other 5,407 3,167 2,240 3,584 1,823 2,736
Interest expense 14,786 13,488 1,297 (2,346) 17,131 8,399
Gains and losses on investments (realized

,':

and unrealized) 419 419 3,203 (2,784)
Depreciation and amortization 49,547 49,547 32,789 16,758 62,000

Total interest and other expenses 58,507 59,869 (524) 23,657 29,282 67,663

Excess (Deficiency) of Revenues Over Expenses $ (22,815) $ (28,410) $ 4,757 "$; 16,801 $ (34,048) $ (30,991 )

Number of Full-time Employees 595 576 615

Finance and Accounting Departments Page 1 11/23/2010
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ø Califo~~L~!~Q

$22

$20

$18

eni:0

E
$16

i:
~

$14

$12

California Independent

System Operator Corporation

Monthly GMC Revenues

$10 Jan-10 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

. Actual 14.38 12.64 13.55 14.27 14.55 16.79 21.36 21.55 19.37 17.48

. Budget 15.44 13.91 15.01 14.74 16.32 17.20 19.63 18.93 17.23 16.07 14.89 15.70

Variance ( 1.06) ( 1.27) (1.46) (0.46) (1.76) (0.42) 1.73 2.61 2.14 1.41

Cum Variance (1.06) (2.33) (3.79) (4.25) (6.01) (6.43) (4.70) (2.09) 0.05 1.46

October revenues are estimates.
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G Califorai~tts2 California Independent

System Operator Corporation

Operating and Maintenance Expenses (O&M)
$180

$160

$140

$120

00

$100i=
.Q

E
i= $80
fF

$60

$40

$20

$0
Ja n-1 0 Feb Mar

- Monthly Actual 15.84 8.97 11.43

- Monthly Budget 13.60 12.86 12.87

-'Cum Actual 15.84 24.81 36.25

-Cum Budget 13.60 26.47 39.34

Cum Variance (2.23) 1.65 3.09

Finance and Accounting Departments

Apr May

12.60 16.43

15.39 13.02

48.85 65.28

54.73 67.75

5.87 2.46

Jun Jul Aug Sep Oct

12.51 15.95 14.52 12.96

13.09 13.13 13.11 16.55

90.31 106.26 120.79 133.75

93.80 106.93 120.04 136.59

3.49 0.67 (0.74) 2.85

Nov Dec
12.52

12.97

77.80

80.72

2.92

13.05 13.05

149.64 162.69
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G CaliforDL~!S2 California Independent

System Operator Corporation

Cumulative Capital Expenditures
$35

$30

$25

(/ $20c
:~
E
c

$15Eß

$10

$5

$0 Jan-10 May Jun Jul Aug Sep Oct Nov Dec

- Budgeted capital 31.00
-&Cumulative Expenditures 0.01 0.02 0.02 2.10 2.76 3.66 5.12 6.46 7.11 7.73
~Approved projects 6.06 9.78 10.26 10.55 13.93 14.26 16.42 16.42 20.57 22.82
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G Califor~L~!SoQ California Independent

System Operator Corporation

CAISO Market Revenues By Month
October 2008 through September 2010

$1,000

New market commenced
$900

$800 I
$700

en $600
c:

.Q

E $500
c:
f;

$400

$300 I
$200

$100

$0
Oct- Nay Dee Jan- Feb Mar Apr May June July Aug Sept Oct Nay Dee Jan- Feb Mar Apr May Jun Jul Aug Sep08 09 10

II GMC . RMR 0 A1S Capacity 0 Energy CRT and DA) I! Transmission and Other II Inter SC trades I
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G Californ'l~t~S2 California Independent

System Operator Corporation

Outstanding Obligations of Market Participants
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Nov-09 Dec Jan-10 Feb Mar Apr May Jun Jul Aug Sep Oct

. Backed by UCL or GRN 184 255 65 9 15 27 30 42 41 9 66 74

EI Backed by posted security 417 163 159 151 154 85 44 51 95 151 56 87
. Outstanding security requests 0 0 0 0 0 0 0 0 0 0 0 0

Outstanding obligations are estimated using available historical settements data. The "Backed by UCL or GRN" category includes Unsecured Credit Limits (UCL)
and Guarantees (GRN). Posted security includes letters of credit, surety bonds, cash deposits held in escrow, certifcates of deposit, payment bonds, and
prepayments to the CAISO.
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G Californ,i~ttS2 California Independent

System Operator Corporation

Backing for Estimated Aggregate Liability (EAL)
by Credit Quality

$150

$125-
II
i:

$100.2

:i
.5

$75~-
-i
ic
w $50

$25

$0
Superior Good Adequate

MA to M- A+ to A- BBB+ to BBB-

2 9 1

$0.28 $67.58 $1.48

5 3 1

$5.64 $78.38 $0.65

0 0 0

Speculative Highly Speculative

BB+ to BB- B+ to D
. # Backed by UCL or GRN

l! $ Backed by UCL or GRN

. # backed by security

. $ backed by security

EI # Outstanding requests

o $ Outstanding requests

o o

1

$0.00

o

o

o

Credit Quality (S&P Ratings)
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Unrated

5

$5.11

13

$2.35

2

$0.15
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