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. Introduction

Our goal in preparation of this document is to present and explain the financial basis for both
the 1ISO’s current and proposed operations and services for FY2001 and beyond, and to
include the methodology and approach to implementation of an "unbundled" Grid
Management Charge (as approved by the Board in September 2000).

In the sections which follow, we will

+ Provide an overview of the challenges faced and responses reflected in the preparation
of a FY2001 budget,

» Provide a summary of the guidance that was provided to CAISO departments in
preparation of the their proposed budgets,

» Presentin summary form the proposed FY2000 Budget, with indications of the costs
related to maintaining the level of service provided in FY2000, and the costs related to
implementing the proposed FY2001 capital investments and other additional CAISO
services.

e ldentify in summary form the incremental programs which have been developed and
proposed by ISO Management in the proposed budget for FY2001.

» Present detailed discussions by Division of the specific components of the proposed
FY2001 Budget, including the costs related to maintaining service at FY2000 levels, and
the costs associated with incremental additions to this level of service.

+ Provide an overview of the recommended FY2001 Capital Budget, which provides for a
significant portion of the Comprehensive Market Redesign (CMR) and acquisition and
implementation of a replacement Energy Management System (EMS)

» OQutline the process for determination of the billing determinants and the resultant
unbundied GMC rates.
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Il. Challenges and Responses
Challenges

Significant cost pressure was exhibited in several areas during FY2000 as a result of new
programs and functionality implemented by CAISO, and resulted in the need for increased
funding for FY2001. Areas which have contributed to cost pressure inciude:

* A variety of additional activities undertaken in FY2000 (see next page)

e Staffing related to implementation of FY2000 approved capital projects and other 2000
projects

Increased debt service from capital expenditures

* Equipment leases, software maintenance & other support costs related to new capital
projects

s Significantly higher than budgeted utilization of outside legal resources
e Unanticipated facilities costs in FY2000

e HR costs reiated to hiring additional staffing in FY2000, and anticipated turnover in
FY2001

¢ Continuing contractor costs as a result of difficulties in completing contractor
conversions which were planned for FY2000.

e Unbudgeted penalties and sanctions in FY2000
* Response to regulatory investigations

Company wide effect of Capital Proiects on FY2001 O&M Budaget
The size and scope of the Capital Budget proposed for FY2001 is discussed later in this document.

Capital projects implemented in FY1999 and FY2000 have been effective--Market redesign efforts
implemented in 1928 have saved $132 million in anciliary service costs from August 1989 to August
2000. It is projected that the benefits to the market from implementation of Ten Minute Settlements
may approach $30 million in September aione. However, these projects do have a significant impact on
our costs.

Management estimates that, as a rule of thumb, each dollar of capital expenditures has as much as a
$.50 cent per year impact on subsequent year revenue requirements: $.25 for O&M, and an additional
$.12 - $.25 for debt services costs. Until FY2000, capital spending did not have a direct incremental
effect on the GMC through debt service. The ISO issued $301.4 million in bonds in 1898--the proceeds
from the debt issuance provided funding for additional capital expenditures in 1998 and 1999, and the
costs of servicing the bonds were included in our original 1998 GMC of $.7831/MWh. Any capital
spending after the exhaustion of these funds required additional debt issuance by the ISO, and an
increase in the GMC.

Of the total cost increase reflected in the proposed FY2001 budget, 3% is for debt service on additional
borrowing in FY2000. A full 23% of the increase is for debt service (including operating reserve impact)
on anticipated FY2001 borrowing. In addition to the debt service, a substantial portion of the increase in
O&M costs in the proposed budget provides resources for implementation and support of FY2001 capital
projects. We must recognize that a decision to go forward with these capital projects, as recommended
by ISO Management, will impact revenue requirements in FY2001 and beyond.

Finance/PRL 10/16/00 DRAFT-For Discussion Purposes Oniy 5
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A chart of additional programs implemented and requirements met since startup in 1898
follows, which illustrates in part why costs have increased. The chart compares CAISO's
overall revenue requirement with the additional programs implemented.
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Responses

Faced with the new requirements and costs previously discussed, Management has
attempted to identify cost savings opportunities to allow the new requirements to be
accommeodated while minimizing the impact on the overall budget. The budget presented
for consideration is not a "cost-plus" budget which merely takes current year costs and
programs and adds required additional programs. Rather, all CAISO divisions have
performed a comprehensive bottom to top review of all activities performed, and:

Found more efficient and/or more cost effective ways of performing that work
Eliminated work when possible (displaced to allow for new recommended tasks)

These cost savings initiatives are discussed in detail by Division.

CAISO continually compares its practices to the industry best practices. We have
participated in several benchmarking studies since 1998, and have retained industry leading
consultants to identify best practices and compare our operations against those best
practices to find ways to perform our work in the most efficient, cost effective manner
possible. These efforts include:

L

»

. L] L ] L]

1998 Comparison of Independent System Operators (TGAL Study)

1998 Cost Performance Benchmarking Study (CAISO Study)

{compared CAISO costs and staffing against US independent system operators)
1898 TS8O Staffing Survey of Transmission System Operators (TSO/CAISO)
(compares CAISO staffing against 20 worldwide transmission system operators)
1999/2000 TSO Operating and Cost Performance Benchmarking Study (TSO/CAISO)
(compares CAISO operating performance and overall costs by function against 20
worldwide transmission system operators)

Electric Utility Cost Group (EUCG) Benchmarking -including semi-annual meetings
with other North American 1SOs

[T/Gartner Group Benchmarking Studies-Computing Services

[T/Gartner Group Benchmarking Studies-Telecom Services

IT/Gartner Group Benchmarking Studies-Application Services

Audits including: SAS70, Operational Audits, EDP Audits
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IH. Budget Guidance

In developing their FY2001 O&M budgets, Officers were provided with the foliowing
guidance by Terry Winter in a June 2000 memorandum:

As we begin the budgeting process for FY2001, | would like to share my thoughts with you on this
important undertaking.

Overall, our challenge is to demonstrate fiscal discipline despite our continued provision of additional
functionality to the market and as we take on new responsibilities. While our Board and the stakeholders
recognize this level of service does not come without a price, we nonetheless must put together a clear and
compelling case for any additional resources we require. Accordingly, the initial guidance | will give for the first
draft of the FY2001 O&M budget is that we develop a budget which provides for service at the level provided this
year, as well as implements the incremental programs associated with the approved FY2000 capital expenditures,
and proposed FY2001 capital expenditures. To this end, departments should maintain their budgets at the
FY2000 level, except for increases related to implementing these programs, and anticipated FY2001 salary
adjustments. As for the capital budget, | would expect that our spending next year will be substantially lower
than the $40.1 million budget this year.

Additionally, to the extent your proposed budget is increased as a result of implementing the
FY2000/2001 capital programs, be prepared to identify cost saving opportunities which would permit you to
maintain your budget at the FY2000 level (plus salary adjustments).

As we did last year, we will not ignore opportunities to increase the efficiency of the markets we operate
and to provide additional responsive service to stakeholders. To the extent possible, we should fit such programs
in our proposed base budget. Other opportunities will be presented and considered outside of the base budget
using the “incremental opportunity" format developed last year. The case for such incremental programs will need
to be compelling to Management and the Board. 1 will aiso note that with the unbundled GMC we are likely to
have in place next year, certain projects may be more attractive to the Board and stakeholders than others. As an
example, because market enhancements will be paid for by only those participants who use the market, there
may be a greater willingness to allow for cost increases in these areas than in the mandatory "control area
operations" category of service, where all users bear these costs.

| encourage you to actively participate in the budgeting meetings that will be scheduled throughout this
summer. These meetings are designed so that you can be fully informed about the plans of the various
departments for FY2001, and how these plans may affect your service requirements and costs. We will also want
to ensure that the effect of our capital spending plan on our operating budget is adequately considered. In
summary, please work closely with your counterparts across our organization to develop a budget that makes a
strong case for our resource needs for next year, and is realistic, yet challenging enough that our Board and
stakeholders will recognize the clear value we will deliver with these funds.

Finance/PRL 10/16/00 DRAFT-For Discussion Purposes Only 9
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IV. Budget Overview

The Exhibits in this section provide a high level overview of the outcome of the
budgeting process, including:

1. Exhibit: Charts-Overall Revenue Requirement and Unbundled GMCs

- Chart A: Overall revenue requirement (consisting of O&M budget plus
financing budget) proposed for FY2001

- Chart B: Unbundled GMCs for FY2001 vs. Pro Forma Unbundled 2000 GMC

2. Exhibit: Chart-What Causes the Change in Overall Revenue Reguirement?
3. Exhibit: Summary Table of the Proposed FY2001 Budgets and GMC Components

4. Exhibit: Detailed Tabie of the Proposed FY2001 O&M Budget
5. Exhibit: Chart-Expenses By Category

Chart A: Budget Overview Chart B: Changes

Chart A: Salaries & Benefit Related Chart B: Building, Leases and Facility
Chart A: Insurance Chart B: Third Party Vendor Contracts
Chart A: Professional/Consulting Chart B: Legal & Audit

Chart A: Training, Travel Chart B: Miscellaneous

Finance/PRL 10/16/00 DRAFT-For Discussion Purposes Only 10
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“ CALIFORNIA ISO

FY2001 Budget Overview
Overall Revenue Requirement and Unbundled GMCs
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CALIFORNIA 150

2001 Budget Overview

$ in 000’s
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e CALIFORNIA ISO
FY2001 GMC Summary
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o L Market Operations

$in 000's
FY2000 FY2001 Costs FY2001
- Budget for Proposed
Continuation of Budget
FY2000 Service
Level
Revenue Requirement
Operating & Maintenance Budget $ 133217 % 157,322 § 171,798
Difference from FY2000 FERC Filed Operating Budget 24,105 38,581
18% 29%
Financing Budget:
Principal-Existing Debt 26,800 30,233 30,233
Interest-Existing Debt 11,656 11,785 11,785
Total Debt Service-New Debt 8,494 8,494
Operating Reserve {25% of Principal & Interest) 9,614 12,628 12,628
Subtotal, Financing Collection 48,070 63,141 83,141
Less: Expense Recovery Budget:
interest Eamings (1,100) (1,350) (1.350)
SC Application & Training Fees
WSCC Reimbursement (904) {1,052) {1.052)
Subtotal, Revenue Requirement before Revenue Credit $ 179,283 & 218,061 § 232,537
Revenue Credit From Operating Reserve $ {2,402) & (7,230)
Total Revenue Requirement $ 179,283 § 208,659 § 225,307
ifference from FY2000 FERC Filed Revenue Requirement 29,378 46,024
15% 26%
Multiplied by:
Cost Allocation Factors
Control Area Services 45.0% 49.3% 49.3%
interzonal Scheduling 7.0% 7.8% 7.8%
Market Operations 48.0% 42.9% 42.9%
Equals:
Revenue Requirements by Service
Control Area Services $ 808677 $ 102,920 % 111,131
Interzonal Scheduling $ 12,550 % 16,312 % 17,614
Market Operations $ 85056 % 89,427 $ 96,562
Divided By:
Billing Determinant Volume Forecast
Existing GMC Settlement Transmission Volume 216,000 228,000 228,000
Control Area Services 260,679 268,803 269,803
Interzonal Scheduling 79,534 80,541 80,941
Market Operations 113,709 116,015 116,018
Equals:
Grid Management Charge ("GMC")
Bundled GMC w/ Existing GMC Settlement Basis $ 0.830 § 0915 § 0.988
Control Area Services $ 0.308 $ 0.381 § 0.412
" Interzonal Scheduling $ 0138 § 0.202 % 0.218
$ 0757 % 0.771 $ 0.832




iz CALIE. JIA ISO
FY2001 Budget Sumnary
Detailed Table of the Proposed O&M Budget
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2510\ ERg oRZsilpEBrt Graup FLei i | | SH0789785! § o7 1564906 ESAEY (6910 A S 2521411471906 A 80,07 185555 3:408:174.
1512 {Managing Dir - .. FORE 20 N, L L 55744t .21 . 55744
1560:{OSAT. Group’ $7.5.516908 |1, $.00edbogr2l . 1. 360| nsordool C o afs NoEEBr7r2| . 805 |87 1,340,884,
1548 |OSAT Group Genera 424,109 253,354 - 253,354 2 {170,755)
1549 |Operations Training Group 1,638,812 2,861,000 3 3,243,000 21 1,604,188
1554 |Operations R&D Group 981,228 1011426 - 1,011,426 4 30,198
1565 [Operations SupportGrowp | | 2472759| 2224992 - 23a9002| a2l (2276
ABao-|Endingering A Matnishiancd Grifd:| |85 6740183 1511 45,1 BAB5AR0 |13 st 8] 8557 L TRTABROY I 1450 ST A902 707,
1547 JEngineering and Mainlenance 1,291,628 443,763 - 443,763 F3 {847,865}

S€Jo pI d ‘€2-OSI "ON ‘uxq



& CALIFC A ISO
Y2001 Budget Summary
Jetailed Table of the Proposed O&M Budget

Cost JArea FY2000 FY2000 Fy2o00|| Fv2001 Costs FY2001 Fyzo01 FY2001 FY2001 FY2001 |FY2001 Proposed
‘enfer Budget Forecast Head. for Continuation | Headcount for | Incremental |incr ! Proposed Proposed | Budget vs, 2000
count | 1of FY2000 Service| Continuation of |  Programs Program Budget Budget FTEs Budget
Level FY2001 Service FTEs
Levef

1542 |Outage Coordination 1,382,970 1,414,459 10.5 - - 1,414,459 11 31.488
1543 |Operations Engineeilng 2,548,228 2,798,471 19.0 2,076,000 8 4,874,471 27 2,326,243
1558 |Transinission Facililies 526,356 1,239,197 - . - 1,239,197 [ 712.!341
15207 OpialiohS GroupBfasi R 1Y z;:_?mgs@:o_@ £ 20,628,587 (51 527,325 L 2arain I 1 P PR TN E g PR
Eﬁs Managing Director - Operations 294,606 - - 2 294,606
1544 |Operations Scheduling L 4250, 77 4767767\ 360|  r6e8s| 1 37| 643935
1570, |Giid Op#érations Group BN A 7574 469. 48,380, 653| . . osB@ cLoe1264401 5 - T L. Bo0fs s 932 624’
1545 |Grid Operations 6,768,443 7.328,616 51.0 126,440 52 686,612
1546 Securily Coordination 806,025 1,052,037 7.0 - - 7 246,011
1560 |Market Opsiatlons Gigup: - “ > %) 1S .. 67408V7 ' "% 7 TLLTABSSSY )., - T 490) - 274000) 7 ¢ 2§ 7489681 T . T5T0(& ;o 718,734
155i Market Operalions 768,997 594,590 20 - . 594,580 2 (174,407)
1552 [Manager of Markets 2.526.200 2,765,503 200 - - 2,765,503 20 237,303
1553 |Application Development & Testing 1,504,119 1,656,874 13.0 137,000 1 1,793,874 14 289,755
1666 |Market Planning 686,102 732,924 4.0 - - 732,924 4 46,822
1557 iMarket Support & Development 1253,399 1,435,669 10.0 137,000 1 1,572,669 1 319,270
joeut[catiEmletuns el e | $EEAGT7EE81, STEEN6,0581159 | RN 310 :’ai"s841;500 ST TRl S 6/800 690} TR eaah, 0‘!5&2:“35’_5’ 118078;
1611 |Generat Counsel 542,603 529,348 20 - 529,348 (1 3 255)
1631 |Legal and Regulatory 7,649,814 11,774,730 18.0 705,500 3 12,480,230 21 4830416
1831 |Board of Governors 1,129,889 723,500 . - . 723,500 - {406,389)
1641 Dspaiiment of Market Analysis 2,453,276 3,024,581 11.0 136,000 1 3,160,581 12 707,305
1700 [CIBNESERICER os e B ] [SIARB 205,077 1§90 5I5724:251: |13 i #4212 467,836;; 31 $ F1 192 0EB{[R R, S AA.0)] 5 s S026:600,
1711 [Client Services - General 377,052 453,265 - - 453,265 76,213
1731 |Coniracts and Campliance 2,290,583 2,271,697 110,835 1 2,382,432 91,849
1741 {Client Relalions 2,597,943 2,999,389 357,000 2 3,356,389 758,446
18DOE|StrdlEgic PevalopiBAt &iGommakz [48:731605,000: 118773417764 000: - 26 57 [:8¢ 1424594 845 300,000 [ 24,5041, +{1$.Z75:11149,585-
1811 |Slrateglc Dev & Com - General - 25 706,810 X - - 706,810 4 706.810
1821 {Communicalions 605,009 4.0 717,784 4.0 300,000 - 1,012,784 4 412,715

Totals $ 133,216,514 $ 134,086,000 4790 § 151,971,021 520.5 14,476,140 24§ 166,447,161 5445 § 33230647

L PPN e AntEAIn dnAe ARa
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CAL (NIA ISO

FY2001 Budget Summary
Detailed Table of the Proposed O&M Budget

Cost |Area Fy2000 FY2000 FY2000 FY2001 Costs Fy2o001 Fyzoot FY2001 FyY2o01 FYag01 FY2001 Proposed,
Center Budget Forecast Head- for Continuation | Headcount for | Incremental |incremental Proposed Proposed Budget vs. 2000
count | of FY2000 Service( Continuation of| Programs Program Budget Budget FTEs Budget
Level FY2001 Service FTEs
Level
Tolals $ 133,216,514 $ 134,086,000 479.0 § 151,971,021 520.5 14,476,140 24 $ 166,447,161 5445 $ 33,230,647
Increase 415
Other Payroll Burden Change lo 32% 937,800 937,800
Olficer LT Comp. 366,000 366,000
Spol Bonuses 175,000 175,000
Salary increases _.._3872,.262 3,872,262
Subtolal, Salary Related Adjustmentls — 5,351,062 ... 5351062
Total Expected Q&M Budget 133,216,514 157,322,083 171,798,223
Debt Service Funding-Current 38,456,000 38,456,000 38,456,000
Debt Service-FY2000 3,562,753 3.562,753
Deb! Service-FY2001 8,193,867 8.493.867
Opserating Reserve (25% debt Service) 9,614,000 12,628,155 12,628,155
Expense Recovery (2,004,000) (2,402,037) (2,402.037)
Tolal Revenue MNequirement $ 179,282,514 $ 218,060,822 $ 232,536,962
1 Transmission Volume 216,000,000 228,000,000 228,000,000
=GMC $ 0.830 $ 0.956 $ 1.020
Revenue Credil $ (7,230,267) $ (7,230,267)
Aevenue Requi aller R Cre $ 179.282,514 210.830.555 225,306,695
{ Transmission Volume 216,000,000 228,000,000 228,000,000
=GMC $ 0.830 $ 0.925 $ 0.968

Sg Jo 91 *d *¢Z-OSI "ON "UXH




sz CALIFORNIA ISO
FY2001 Budget Overview

$in 000’s

Cal ISO Total O&M Budget

82000 Budget
$80,000- #2001 Proposed Budget

$70,000-
$60,0004
$50,000-{[l
$40,000-{
$30,000 11
$20,000}1f
$10,000if#

P B

Cal ISO Total O&M Budget Changes
$20,000

$18,000- @
$16,000- 1%

$14,000-|k2
$12,000-1{&
$10,000-H

$8,000- 'f\

$6,000--|%
$4,000-HEH
$2,0004 i

74!
.- Ak X
St e
sl il TER v
P 73 g‘{’ g by
$O F T o

b
3 A

=

X

e

Pd o eS o
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jgs CALIFORNIA 1SO
FY2001 Budget Overview

$in 000’s
CAISO Expenditures - Salary & Benefit Related CAISO Expenditures - Building, Leases and Facility
‘ H Facility
Relocalion Operating
. Expenses
S @ incentive/Spol v & Equipment
$80,000" T . Bonuses $16,000 | Leases
$70,000- L BiB768E A 1374 Tuition $14,000- S
' ; Reimbursement =il
A : | $12.000- O Facility
$60,000 it Ao : 5 O Overtime/Callout ! Leases
$50'000 | " 46_ ;‘ME | BO"USES $1 0.000 A ]
;5" 1 Salaries & O Renls
$40,000- 5‘“ Benelils $8,000- :
63,670 |3
$30,000- a-?i — $6,000- ]
%‘rv
$20,0004 %g —] $4,000+ ]
$10,000 55 $2,000
$O_ A Theaet % '=.~~.~='re_-.q...e~x.:-.fz.n':('..a.-"'.." $04 s 5 st LTk, o A= Teer o
FY2000 FY2001 FY2000 FY2001

‘€30 81 d ‘€Z-OSI "ON "ux3



hﬂ'ﬂ CALIFORNIA ISO
FY2001 Budget Overview

$in 000’s
CAISO Expenditures-lnsurance CAISO Expenditures - Third Party Vendor
Contracts i _
E Telephone
$1,000-/
; B Temp/
$900- / / Contract Stall
$50,000- [ ]
$800 / $45,000- / ZaAcoera ,?%‘fi%g_% B Maintenance
$7001/ $40,000- ; Contracls
$600 / ‘Dlnsurancel gg'ggg' / — DMCH
$5001 / $25:ooo-? S L _
$400- / $200001” /1 - 28225 Lol | |mem
$300- $15,0DO-/ ;
. / $10,000 / 1 T
$200- ,;{ $5,000- 4l 6000 [ 3 5,761
$1 00- P Ay $0- BN g r X e
FY2000 FY2000 FY2001

£ Jo 61 "d ‘€Z-OSI "ON "4X3q



@ CALIFORNIA ISO

FY2001 Budget Overview
$in 000’s

CAISO Expenditures - Professional / Consulting
Services

v
yd OOther
$9,000-r Contracts /
$8,000- TR Services
$7,000-/ =
1,773
$6,000- / CConsultants
$5,000
M.ooo-? '
$3,0001" -] 5,095
$2,000 // '
$1,000- 4
$O' é#ﬁ%{‘iﬂ.ﬂ:ﬂaﬁ»m TSI . S SR

FY2000 FY2001

$12,000-
$10,000-
$8,000-
$6,000-
$4,000-

$2,000

$0 i AL

CAISO Expenditures - Legal & Audit

Audit

ELegal

ANIIAINA SN DN AL
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m CALIFORNIA I1SO

FY2001 Budget Overview

$in 000’s

Professional Dues

CAISO Expenditures - Training, Travel and

FY2001

ElMeetings

OTraining

B Travel / Vebhicles

El Professional /
Dues

CAISO Expenditures - Miscellaneous

@ Taxes

B Fines/Conlinge

ney
$6,000+
dBoard
$5,000-
B Bank Fees
$4,000
; O Advertising /
$3,000- Printing /
Postage / Cont.
$2,000- & Publications
$1,000- Sofiware, Office
Equip,
Hardware

$0 4=

@ Otfice Supplies

£Jo 17 'd ‘€7-OSI "oN ‘qx3q




Exh. No. ISO-23, p. 22 of 35

V. Programs in Proposed FY2001 Budget Which Are Incremental to
FY2000 Service Levels

Of the $38 million increase in the proposed FY2001 budget, $24 million is related to costs
necessary to provide for a continuation of the level service provided in FY2000, including the
costs related to implementation of capital projects approved in FY2000. The remainder of the
increase is related to:

¢ funding for full implementation of proposed FY2001 capital projects

* resources to deliver responsive and dedicated support to regulators and legislative
inquiries.

e providing for the level of training & development that is deemed necessary and
appropriate

In order to highlight the proposed changes in I1SO services from FY2000 as well as the
associated costs, CAISO developed a list of incremental programs for consideration by the
Finance Committee. A sample of the type of program justification coliected for each of these
programs during the budgeting process is included as an Exhibit in this section.

These programs, which were, "in the sense of the Finance Committee", justified for inclusion
in the proposed budget, have been incorporated into the proposed budget.

The total cost of Management Recommended incremental programs included in the
proposed budget is approximately $14.4 million. These programs are highlighted in the
Divisional budget summaries. The programs have been classified by both CAISO division,
and program type using the categories below:

1. Regulatory | 2. Reliability/ | 3. Market & 4. internal 5. Corporate | 6. CAISO IT &{7. Participation m
and Tariff Operating Internal Cost Saving, | Communications Other Regional
Compliance Support Information | or productivity] and Stakeholder | Infrastruciure | Transmissional
(FERC, Provision {inc. |enhancement, Supoort Requirement | Orgamzatons
NERC, WSCC additional or aveided
Mandates) accuracy and costs
analysis)

Charts and tables of incremental programs included in the proposed FY2001 budget follow:

» Exhibit: Summary Table of Incremental Programs Included in FY2001 Budget
» Exhibit: Chart of Incremental Programs Included in FY2001 Budget-By Division
« Exhibit: Detailed Table of incremental Programs Included in FY2001 Budget

- Exhibit: Incremental Program Request Template

Finance/PRL 10/16/00 DRAFT-For Discussion Purposes Only 22



ﬁ CALIFORNIA 1SO
FY2001 Budget Summary

Incremental Program Summary

INCREMENTAL PROGRAMS INCLUDED IN PROPOSED BUDGET

CAISO Division
HR/CEO
CFO
Cio
Chief Operations Officer
General Counsel

VP - Glient Services
VP - Strategic Dev. & Com.
Towal

# Programs
¥ FTES

Related to Capilal Projacts

1. Regulaloty | 2. Reliabitity/ | 3. Market & 4. Internal 5. Corporatle | 6. CAISO IT &{7. Participation in Tolal § » #FTEs
and Taud! Qperaling Internal Cost Saving, | Comimunications Other Regional Programs
Compliance Suppoit Inlormation |or productivity] and Stakeholder | Infrastructure | Transmissional
{FERC, Provision (inc. {enhancement, Support Requiremeni | Organizalions
NERC, WSCC additional or avoided
Mandales) accuracy and costs
analysis)
$ -8 - 8 - $ 270000 $ - 8 - % 2500000 $ 2770,000 3 -
- - - 95,200 - - - 95,200 1 1.0
165,500 3,504,426 295,397 350,000 - 1,675,957 - 5,991,280 23 1.0
2,467,885 1,542,440 - - - - . 4,010,325 10 15.0
841,500 - - - - - - 841,500 4 4.0
110,835 - 95,000 . 262,000 - . 467,835 3 3.0
- - - - 300,000 - - 300,000 1 -
$ 3585720 $ 5045866 $ 390,397 $ 715200 § 562,000 $ 1,675957 § 2,500,000 $ 14,476,140
12 1 4 4 2 1 1 45
13.0 7.0 - 1.0 2.0 1.0 - 24.0
$ 1,606,500 $ 4,720,426 $ 280,997 § - $ - $ $ $ 6,607,923

S€ 30 €7 °d ‘€7-OSI *ON “uxHq




m CALIFORN1A ISO

Management Recommended Incremental Program Opportunities

$16,000,000
8 VP - Strategic Dev, & Com.
B VP - Client Services
$14,000,000 - & General Counsel LA
B Chief Operations Officer
ocwo
$12,000,000 M CFO
EIHR/CEO
$10,000,000
38,000,000
$6,000,000
$4,000,000 +—— —- e - - — —
. TTIH
$2,000,000 —- it il
b X
; ;:: ) 1 A
N i B e B ik ; ‘]i_?
1. Regulatory and 2. Reliability/ 3. Market & 4. Internal Cost 5. Corporate 6. CAISOIT& 7. Pailicipation in Total $
Tarilt Compliance Operating Support Internal Information Saving, or Communications Other Regional
(FERG, NERC, Provision (inc. productivity and Stakeholder Infrastructure Transmissional
WSCC Mandales) additional accuracy enhancement, or Support Requirement Organizalions

and analysis)

avoided costs

S¢ Jo 7 °d ‘€7-OSI "ON "Uxq




k& CALIFORNIA ISO
FY2001 Budget Summary
incremental Programs

Exh. No. ISO-23, p. 25 of 35

Cost
Cantar

Area

90 | Cle RS R e TS

1111 |CE2O - General

121 HR General

1221 | Ollice Admimstraton
1231 Faclies

H FY2001 FY2001 Program Capits! Projact
Incremental incremental Reigted
Programs Program
FTEs
S R AT DG [z 5 & -1 2
2,500,000 - RTO Planning ana

Impiememation

170,000 - Coliega Based Recruiting
Program

100,000 E tive Develop Program

- General
1321 JAccounting
1331 [Treasury/Financial Planmng

95,200

1.0 | Financial Analys|

R e o

hid S, Bt L

1841 |Bling and Settlements -
1342  |Appicaton Support -
1343 [B8S. PSS -
1344 1BBS - FSS -

2 A0 | GO IO SN OAIGe ¥ e e ey
1411 jCIO - General

- 331420+ | Polect &-ApdlicafiouOvEs Bun iz |

1427 roject & Appication Services

1422 {Apphication Dev & Suppor Cir

1423  |Projest Oflice Grougs

1424 T Asset & Coniracl Group
SR Teennology, At cline Sya T

1432 |Computing & Telecom Svcs - Gen

1431 |Computing Services

1441 {Telscommunication Sennces

1451 {Tecnnology Risk Management

1.571.400 - New EMS Sysiem Yes
95,255 - Market Analysis Expanston Yes
185.741 - Market Powar Simutauon Syslem | Yes
110,00¢ - Speciai Business Needs
Sottware and Service Agrsements
115,000 - Marnianance Contracts-Software | Yes
Acct 445 E-Tag ]l Sofiware
Suoport
1.287,392 - Market & intrastructure Pedesign | Yes
29.108 - ADSC Test Server
115.200 - 88S Backup Server Uogrades
14,400 . 8BS Production Server Upgrades
193,609 - SLIC Phase iI/Qutage Yes
Coordination
360.450 - S! Workspace Modrications Yes
76,104 IT Headcount Suppon Pet
Person for net staff-§7456 lor
FTEs retated any mcremantal
croorams added.
6.575 2001 DA Data Analvsis Toot

I P A ORRE | BIRRA OF

a ALY

LR P L N TN Y

100.000

- Tivol Systerns Management ang

Monitonna consutting

20,000

Temp suppon for naw personnet
eauipment

67,382

IT Headsoun: Support Per
Person far net statl-$7456 for
FTEs related any incrementa)
programs added.

122,707

1.0 | Senior M Engineer

600,000

- Project suppont tor
telecommunications equipment
snd additonal creull
requirements

400,000

. Project support tor
Y g

senvices.

35,448

IT Headcount Suppon Per
Person for nel stafi-$7456 ior
FTEs relaled any ncremental
programs agded.

350,000

- Conlract Migration

Finance/PRL

50,500

- Additional equipment and
Q support services for
Securily requitements.

Yes

1018700 10:26 AM

Ciassification

7. Participation in Regional Transmissional
Organizations

4 Internai Cast Saving, or productinty
enhancement. or 8vo1060 COSts

4. Intemal Cost Saving, or produchivity
enhancement, of avoiden casts

4. Intemat Cost Saving, or productivity
enhancemant, or avordes costs

2 Ratabiltvy Operating Support

3. Markel § Internal Information Prowision (inc.
addilional accuracy and analysis)

3. Markel & intemal intermation Prowvision {inc.
addihonal accuracy ana analysis)

6. CAISO IT & Otner Initastruciure Requirement

1. Regulatory and TenH Compuance (FERC,
NERC, WSCC Mandales)

2. Raliabilily! Operating Suppott

6. CAISQO IT & Other Intrastructure Requirement
& CAISOIT & Other Infrastructure Requirement
3. Market & Intemal Information Provision (inc,
additional accuracy ano analysis)

2. Reliabity/ Operating Suppornt

Rehabliy/ Operatng Suppor
CAISO IT & Other Inirastruciure Requirement

op

N

. Reliabilty/ Oparating Support

. CAISO IT & Other Infrastructure Reowirement

o

&. CAISO IT & Cther tnirasiructure Requiremsent

o

. CAISO IT & Othar Intrastruciure Requirement

(2]

. CAISO IT & Other Infrastructure Requirement
6 CAISCIT & Other Intrasiructure Requirement

6 CAISOIT & Otherintrasiruciure Requirement

6. CAISQ IT & Other Infrasiruciure Requirement

4. Internal Cost Saving, or productivity
enhancement, or avaided costs

1. Regulatory and Tanfl Compliance (FERC,
NERC, WSCC Mandales)



é CALIFORNIA ISO Exh. No. ISO-23, p. 26 of 35
FY2001 Budget Summary
Incremental Programs

Cost  {Ares FY2001 FY2001 Program Capnal Project Classlficatian
Center { incr ! Relatad
Programs Program
FTEs
1E2E] 2 B S000 ] eI N S IS e A R AT AR oo
1463 Opernuons Systnms
1481 [EMS/SCADA
1482 |MDAS
1484  |Generauon Communication Project
1465  {Sysiem Engineenng & Admin
1466  |Data Qualiity Group 85,000 - Summer 2001 - Demand Rehef 2. Relabilty! Operatng Support
Validation
1467  [Oparational Azplications
1471 __|Iniormation Archilacirures & Tech.

1511 |Chuel Operations Officer 1. Regulatary eno Tanff Comphance (FERC,

NERC, WSCC Managates)

1521 Grid Planniny . -
B0 | EA oA S U IR e oL 22lSBam x S
,..:‘-513-. Managing D - Eng'g & Suppon -
Ay e T OIS e v S r L BRsEE iy R T LA SRRy s 2 Relabilly/ Operating Support
1548 OSAT Group General -
1549 Ooerations Training Group 115,000 1.0 | Expanded Operetions Training 2 Reiability! Operatng Supoort
267.000 2.0 | OTS Ops Tranng Support Yes 2. Reliawility’ Operating Supoort
Simulator {Necessary even wilh
the exisung EMS)
1554  |Oparanions R&D Group { .
1555  |Ooaralions Suopon Group 125,000 | - EMS Dispiay Davelopmant Yos 2. Rehability/ Operating Support
|FETBaCTD | E SRS AU A MATISaPERGIED, [ T oeeh 20T6ID0eNPE CREEr a0 mu TR I
1547  |Engineering ang Mawnienance -
1542 {Outage Coorcination -
1543  |Oosratans Engineenng 1,167,000 5.0 | Market Engineanng (CONG Yes 1. Regulatory and Tariti Combiiance (FERC,
reform)/CMR/EMS (this s an NERC, WSCC Mandstes)
annuahzed cast, bul {ull amount s
necessary for 2001)
909,000 3.0 | Advance Apps Support Yas £. Rehabilily’ Operating Support
{Necassary evan with the existing
EMS)
1558 |{Tear  Facililiss -

30 5207 (OB NS GOMRYIRGEFRIGE SRS OSIRaes [ i a0
1513  |Managing Drecior - Operations -
1544  {Operations Scheduiing 126,885 3 0 | Regulatery Compliance 1. Regulato'y and Tardl Comphance (FERC,

RSO HE— S NERC. WSCC Mandales)
DB B Ao oA aouR. T B R Y g P N N R o SR

1548 Gnd Cperations 126 440 1.0 | Shiit Manager (pariially oliset by 2. Rehability! Operating Support
raductions in overtime.)

1548 {Security Cocrdination -
1550-. - R i

u by

Loy 1. Reguiatory and Tanf! Comphiance (FERC,
o NERC, WSCC Mandates)

RTIY wMarkél Operanons -

1552  {Manager of Marke!s -

1853 |Appication Davelopment & Testing 137,000 1.0 | CMR Appticalions Devaiooment | Yes 1. Reguiatory and Tanll Comphance (FERC,
Suppon & Testng NERC, WSCC Manasles)

1856  {Markel Planning -

1557  {Market Support & Devalopment 137,000 1,0 | CMR Daveiopment Support Yes 1. Reguiatory and Tariff Complance (FERC,

NERAC, WSCC Mandates)

3 54
1611 General Coungel

163 Legat and Regulalory 277.500 1.0 | Addltional FERC Lason 1. Ragulatory and Taritf Compliance (FERC.
NERC, WSCC Mandates)
220.000 1.0 | CA Legsialive Liason 1. Regulatory and Tariff Compliance (FERC,
— NERC, WSCC Mandates)
208,000 1.0 | Addttional Legat/Reguatory Stafs 1. Ragulatery and Tanlf Comphance (FERC,
Atty. NERC, WSCC Mandales)
1831 Board of Governors .
1641 Departmant of Market Analysis 135,000 1.0 | Anatyst for responss 10 1. Regulatory ana Tarilf Compliance (FERC,
invesiioations NERC, WSCCT Manoales)

3D K 5% & |
Client Serwcas Ganeral .
1731 {Coniracts and Compliance 110,835 1.0 | S¢. Compliance Engineer 1. Regulsioly and Tarifl Compliance (FERC,
NERC, WECC Mandates)
1741 |Chent Relalions 262,000 2.0 | Add two facilitators 5. Carporate Communications ang Stekeholder

Finance/PRL 10/16/00  10:26 AM



iz@ CALIFORNIA ISO
FY2001 Budgset Summary
Incremental Programs

Exh. No. ISO-23, p. 27 of 35

Cost  |Arer FY2001 Fy2o0! Program Capital Project Classification
Canter incr Ralsted
Programs Program
FTEs

Charge Tvoe Mapping Svstem _

T

1821 {Communications

]
L 300.000 |

| Publie Affairs Consutting

Totals
Program Summary

$ 14,476,140

24.0

1. Reguiatory and Tariff Compltance (FERC, NERC, WSCC Mandaiss)

2 Reliabiiny/ Operating Suppont
3. Market! & intamal Inf P

4. Internal Cost Saving, or pre ity

(me. addti

5. Corporate Communications and Stal

anh 1, or
keholder Support

6. CAISO IT & Othsr Infrastruciure Requiremant

7. Panicpauon «1 Regional Transmissional Orgamizations

Finance/PRL

costs

10/16/00

'y and anaiysis}

10.26 AM

$ 6,607,923

2 Market & intema! Inlormalion Prowvision {inc.

5. Comorate Communications and Stakencloar

13 3,565,720
7 5,048,865

. 390,397
1 715,200
2 562.000
1 1,675,857

3 2,500,000

24 14.4764’0_




Exhibit- Incremental Program Request Template

Exh. No. ISO-23, p. 28 of 35

Cost Center:

Department Name:

Program Title:

Estimated Cost:

Estimated Additional Staffing:

[ Click here and type Cost Center]

[ Click here and type department name]

[ Click here and type program name]

[ Click here and type total estimated program cost]

[ Click here and type number of additional staff]

Program Description and Detail:

Description of the proposed program/expenditure/opportunity.

Description of departmental services/functionality/output before and after the

proposed change.

Impact on market effectiveness and efficiency

Potential risks from implementing/not implementing the proposed program:

A. Reliability of Grid Management and
Dispatch Operation

B. Compliance with Protocols,
Regulations, & Contract Provisions

C. Change Management/ Operational
Risks

D. Technology Risks

E. Financial Risks & Implications

F. Strategic Risks

for Litigation

G. Introducing Potential Exposure to 1SO

Program Costs for the Cost Center:

Category

Proposed Cost Proposed # of

additional Staff

I

Salaries

(including base salaries plus 40% burden)

Building, Leases & Facility

Insurance

Third Party Vendor Contracts

Professional & Consluting Services

Lega/Audit Expenses

Travel, Training & Professional

Other

Total

0

Cost of the proposed program on other CAISO departments, itemized, based on

consultation with them.

Finance/PRL 10/16/00
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VI. CAISO Staffing Overview

CAISO staffing changes are summarized in the following Exhibits. Detailed discussions as to
the purpose of these changes is provided in the Divisional budget discussions which follow

this section. Note that these staffing overviews provide a snapshot of only CAISO full time
employees, and do not provide the full view of all resources used by CAISO to fulfill its

= e SV L L~ 8

responsibilities, including consultants and contractors.

The proposed budget includes a staffing cost adjustment of $5.4 million in FY2001, to provide
for:
1. Employees’ merit and market adjusiments to base salaries providing for a funding
pool of 6% to be allocated across ISO Divisions: cost of $3.9 million,
2. Increased benefit costs, requiring an adjustment to the "payroll burden" rate from
30 to 32%: cost of $1 million,
3. Officer long term compensation, and employee spot bonus funding of $.5 million

These salary and benefit related costs have not been distributed to the 1SO Divisions in this
proposed budget to allow for a comparison of staffing costs on a consistent basis from
FY2000 to FY2001. Rather, the $5.4 million has been shown as a seperate item in the
proposed budget.
The following Exhibits are provided:

« Exhibit: Table-Staiffing Changes in Proposed FY2001 Budget

» Exhibit: Chart-Staffing-FY2000 to FY2001

- Exhibit: Table-Additional Positions During FY2000
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Exhibit: Table-Staffing Changes
in the Proposed FY2001 Budget

CAISQ Division FY2000 Transfers | Additional | FY2000 { FY2001 | FY2001 | FY2001 New FY2001
Operating during Staff Approved | Contractor| New Rgmts. Proposed
Budget FY2000 Authorized | Staffing Con- Rgqmts. | (Incremental Budget
During versions | (Base Prgs)
FY2000 Budget)
HR/CEO - 30.5
22.5 (2.0) 5.0 25.5 4.0 1.0
CFO 55.0
45.5 2.0 - 47.5 - 6.5 1.0
clo
98.5 - 1 985 8.0 14.0 1.0 121.5
Chief Operations Officer 251 0
215.5 - 17.5 233.0 - 3.0 15.0
General Counsel 4.0 35.0
33.5 (5.0) 25 310 - -
Client Services 3.0 44.0
36.5 - 0.5 37.0 2.0 2.0
Strategic Dev. & Com. - - 75
B 5.0 1.5 6.5 - 1.0
Total FTE 452.0 - 27.0 479.0 14.0 27.5 24.0 544.5
Finance/PRL 10/16/00 DRAFT-For Discussion Purposes Only 30
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CALIEORNIA ISO
FY2001 Staffing Overview

Exh. No. ISO-23, p. 31 of 35

CAISO Staffing
FY2000 to FY2001

B Budget 2000 B Authorized 2000
300- o

FY2001 : Continuation of FY2000 Service B Proposed Budget 2001
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Exhibit: Additional Positions During FY2000
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Cost
Center | Increase Title Program
1211 1|Payroll & Benefits
Technician
1211 1{Sr. Human Resource
Analyst
1211 1}Administrative Assistant
1231 1[{Manager, Facilities
1231 1|Facilities Planning Specialist
1511 0.5|Executive Assistant Reorganization of Operations
1512 1|Managing Director of Reorganization of Operations
Engineering & Training
1513 1|Managing Director of Reorganization of Operations
Operations
1521 2|Planning Engineers
1543 1{Operations Engineer Need tor improved load
forecasting capability &
contractor conversion
1544 6|Scheduler Implementation of the 10 minute
settiements — Board approved
project
1552 1|{Grid Resource Coordinator |implementation of the 10 minute
settlements —~ Board approved
project
1553 2|Market Design Engineer Implementation of the
Automated Dispatch System —
ADS — — Board approved project
1549 1{Trainer Expanded training program as
part of the hiring of 10 new
trainees — Board approved
project
1545 1]Technical Assistant Required for WSCC RMS
Reporting and compliance
program
1546 1{Manager, Security Required to meet FERC
Coordination requirements of separation of
Security Coordination function
from market operations and
control area operations
1550 1|Market Applications DB implementation of the 10 minute
Engineer settlements — Board approved
project
1611 0.5|Executive Assistant
1641 1}Administrative Assistant
1641 1{Policy Analyst
1711 0.5|Executive Assistant
1811 0.5|Executive Assistant
1821 1]Public Information Officer
-1|Other
Total 27{Cost: $4.2 million in FY2001
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VIl. CAISO Divisional Budget Overviews

The following section provides detailed information on the proposed budgets for each CAISO
division. Each division provides a description of their department, functions, staffing, and
proposed budget, including incremental programs representing additional services or costs
above and beyond FY2000. Each discussion is prefaced by a chart providing an overview of
the proposed budget. This section begins with a chart which overviews departmental costs
and changes from FY2000.

Exhibit: Chart-Departmental Cost Comparison

Operations

Information Technology Division

General Counsel

Client Services Division

Strategic Development & Communication Division
HR/CEOQO Division

Finance Division
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% CALIFORNIA ISO

it

FY2001 Budget Overview

$in 000’s
CAISO Departmental Cost Comparison CAISO Departmental Cost Comparison:
P P
82000 Budget Changes from FY2000 to FY2001
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CALIFORNIA ISO

FY2001 Budget Overview

$ in 000’s

$30,000-
$20,0001 8

$10,000-H

Operations

Budget Overview

B8 2000 Budget
E12001 Proposed Budgel

Operations
Budget Changes
$6,000+
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$4,000-
$3,0004
$2,000 4
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1 Growth in employees-board approved, new requirements

8 Cenlralize office supply purchasing, include properly tax omitted last year
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