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Agenda

TOPIC

PRESENTER

Introduction & budget principles

Ryan Seghesio

2012 - 2016 Strategic Plan

Steve Greenlee

Managing employee compensation

Brenda Thomas

2012 Budget process & GMC rate outlook

Charles Snay

2012 - 2013 Project release plans

Janet Morris

2011 & 2012 Project summaries

Jan Cogdill

2011 & 2012 YTD Financial Summary

Denise Walsh

2012 GMC rate changes

Charles Snay

2013 Budget Calendar & Next Steps

Charles Snay

Stakeholder Feedback & Discussion

Group
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2013 Budget Principles

* Provide transparency of the budget process

« Enhance stakeholder understanding of the budget
« Gather stakeholder input to the budget

« Maintain fiscal discipline

« Accommodate relevant Strategic Plan Initiatives

« Maintain service levels

« Deliver a revenue requirement under $199M

“3 California ISO Slide 4
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The 2012-2016
Strategic Plan

Steve Greenlee
Communications Writer Editor



Strategy One:

Facilitate California’s transition to a smarter, cleaner,
more reliable and secure energy future
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2L FLAM FUE

I sIEAIEL

% Cali

The Challenge:

California pionesred the development of
renawable energy rescurces in the 1980s.
Building on that trodition, the stale now
requiras that by 2020, 33% of elachicty coma
from renewnble sources. As the organization
resporneible for energy reliabilify, the 150 is at the
forafrant of making this vision possible—while
centinuing o keap the lights on.

Renewabls generation pases bath unique
cpparhrities and cparafional challenges. It
raduces greanhouse gos emissians, improves
gereration diversity and creates jobs. Butwind

RENEWABLE
ENERGY BY

2020

fornia ISO

Shaping o Renewed Future

and solar resources depand on the weather and
mast renewnble scurces (including biomass and
gecthermal) tend to be located in ploces far from
California'’s population cerders—bath complicating
alectricity pradiciability and requiing tansmissicn
connections.

Thesa new rscurces shoul be developed inthe
meet costeffedtive and amviranmentally respansible
way for California consumers. Ranewable
devalopers have alieady proposed over 57000 MW
of new genemation for the 15C grid, but cur system's
current paak raquiremant is only about 50,000 MW,
Infeg rating the righr amaunt of new rescurces
requiras aephis}ioclhd anginesring uncl|ysas and
posas iigni{imnl' po|icy questions about who pays
for what.

The Strategy:

The IS0 will provide independent analysis

and perspective on what the system neads whan
and where. This will help key dacisicn makers as
they comsider how much renewable and related
genanaiion rescurces to buy, which transmission
lines #o approve and when, what mechanisms

will bast encourage customer efficiency and how
to accelerate deployment of new enargy storaga
and communication technolegies that complemant
the 150's worldeading grid management and
forecasting platorm.

W will facilitate timely development of genarater
interconnadlion projects by appropriately managing
the projact quavs and progress milestares in line
with the state’s grid oparational reeds and regulatary
fimetables. In addiion, we will provida new markst
mechanisms 4o bring online new resources offering
the kinds of opemiticnal Rexibility we need (such

as 1-mirute response and more versatile amping]
fo orchestrale the siale's increasingly complicated
elechricity network. In order fo facilitole mely
integration of these rscurces, the IS0 welomes
indapaﬂdan} trarsmissicn devalopels in |B|pir|g build
it, consistent with fadaral pcliqr.

Fi n::|||y'I we will offer cur best thi nking on the costs
associated with opsrating Califarmia's rew system,
and ideas about how those coste migH‘ be allecated
amang dswa|ope|s, connecting utilifies and tha
customers u|}imu|9|y senved l:ly these new resources.

.

BEMAES GECTHEMAL WD
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Strategy Two:

Ensure continued reliability during grid transformation
—from today's aging fleet of fossil power plants to a
eaner, more diverse and complex portfolio of resources

The Challenge:
Marry fossiHuel power plants within the 150 grid cutages for thoss customers. Some of these Working closely with the Califoria Public
are at the end of their acorcmic ond physical plants can be powered up quickly when Utilifies Commission, we will identify ways b g
lives. Thirtesn of thesa plans (reprasanfing abaut weather ot system condifions limit wind o opfimize its Rescurcs Adequary Program, long m . Q
17,500 MW) and the shate’s nuclear facilifies must sclar power oulput. Tern Procurement Program and the IS0 backstop g

ratrofit, repower, or retire by 2020 and 2024, s renewabls sources coms info the " pracurement avthority to focus on maintaining
lBipl. - lvlb m?“’.“'::uh -:rmadhnljgh procurement of fessilfusl genzration ::Te ! cn?lleﬂici:n} i::afvl::hh:l::par t:l:;:lclb[illiliea“.‘:\l.l'seo.s [ E
ommgbpo < BE'::IC'HE J UEBH ceasia decline just when it is nesded o cHfset :; ;Dr wl:l,_l_:u o =T '\‘T\u}m B"‘] il g
e e ot o v o onemisicn e inemitency o vriola tscurcs. 5O it 1o e e, Fnaby we ol
cfthese plarts are increas wih Fansmission sudies show thesa *grid werkborses” wil o610 190ct o ssiom necds. Final we !

anecks, rasulug int n rheed ramain readad for reliability urdil othar :u aure dn T m'lnT:I = anh ty k;rs '
gereration ko minimize the risk of power tachnolegies such as storage or demand ccumentad and available to pelicy ma

raspanss matire. Ancther complication is that and doksholdrs.
cument morkst prices do nat cover the cost of

cperating an axisting fossilual power plard,

lat alone the cost of develaping a new fadlity.

Furthermare, existing plants are not currenthy
RELIABILITY aligible fo compete for langerm procurament

DURING contracts for new resourcas.

The Strategy: l“

The 15 will work closely with cther agendes

o dm|op a |c:r|g-ierm precurement strategy

that ensures reliable cperafion Ihroughouf dll 8

areas of the grid. I". |
1 \

This will require. coordinclﬁng oemp|iunoa with \ 1
oﬂca-ﬂ'uu.gh onclilg p-o|icy ard kel rB|ic|bi|i|y ¥ |

requirements, devalcping appropriate financial

support for continued mniluhimy of existing

geremfion faciliies necassary o oc:mplemsﬂl‘

naw renewablas, and encouraging innovation §

in new and mare flesxible shorage, damand
Tasponss and ramping cnpuhihliea across

our porﬂoho.

GECTHERWAL

TRANSITION

(=0

MALRA GAS

© STRATEGIC FLAR FOR 2012-2014&
MUIESR
o RELIARLE POMYER FOR A REMEWABLE FUTURE -
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Strategy Three:

Strengthen California’s global leadership commitment e M

renewable, responsible and reliable electricity Cloan Eroray Foture

The Challenge:
Energy policy is inherently complicated and Regulatory autharity over these considerations is W will offer an integrated road map -
contenticus. It imvalves difficult tradeofls amang shared by several state and federal antities with to California's future elaciric network
compating and legitmate public policy and saparate and sometimes overkpping resporsibiliies. that can drive job growth and economic
private interests. These range from customer For example, the 150 is federally reguloted ard apparunity in a way consistent with
concems about cost and environmantal quality, must simuliareously answer to the Fedsral Energy California’s ervirenmental aspiraticns.
generator reeds far business viubi|i+y, public Bagululoqr Commission and shate palicy makars Fincl"y, we will do so with a primary
axpedhafions of occountakility and an overarching that oversee, amang cther things, ulility resource focus on helping achieve the stale's goals
need for strangthening Califomia’s sconcmic procursment, infrastuchire permitting and while maintaining the electric reliability
competiiveness. Simply put, elechicily porwers mhmakins. In erdar to build the kind of alecric on which we all dapeﬂd.
ot just the |is|'|ls, but the iobs upan which we natwork wa need to fual our siate’s fulure econcmic
all depend. prosparily, we nead confinuad cocrdination and A
. charity across the regulatory kandscops of which Pol Icy
the 150 is o part.

The Strategy: Process

RELIABLE s the enlity ulimataly respansible for keeping
California's lights on, we have the duty to provide A
RESPONISIBLE independent perspeciive on what i akes o rlibly Pgrmersh.p
operate the grid while pursuing the state’s muliiple
policy chjectives. Buikding on the collaborative
RENEWAB LE fourdation laid by the muliagency Califomia’s
Clean Energy Future inifiative, the 150 will explors
new opportunities for palicy coordination amang
policy makers.
W will provide greater transparancy for agency Led Utilities
ard public input into cur fransmission planning " and
process, inchiding related smircnmental sestor-Owned Utlitles
considerations, and work cooparatively on sffors
to streamline generation interconnections an Private

bath the distibuticn and transmissicn systems. Entities

—2014 :

a
iR A RERMEWARLE FUTURE

R 201

T STRATEGIC FLAM K
© RELIABLE POWER F
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Strategy Four:

Explore opportunities for regional collaboration and
focused technological innovation—to strengthen the
reliability, sustainability, security and resiliency of
our electricity network

The Strategy:

W will encourage rapid dep|oymen} of
strategically advancad technologies such as

The Opportunity:
California is synomymeous with innovation—in significant gecthermal generation from
aullure, technalogy and policy. Cur slechic grid Calitarmia, Mevada, Utah and Colerads;

should be the cleansst, safest, most securs and
afficient in the world. Forunately, nature and
physics combine to offer an unpracedenied
opparunity ho maks that hnppan for Califamians

and sur naighbnls in tha Weast. Thase oppartunifies

have been topped in the past and offer great

passibilities for the future. They include wast hydro

rescurcas in Brifish Colimbia and the northweast;

low cost wind in Meniana and Wyoming;
ard infense sclar potential in the deserts of
the southwest and Mexica.

Thers ara significant imbalances ameng
the location, mix and scale of potertial
ranawable rescurces, tha nature and
magnitude of the customer demand
ihay coul serve, and the |w|:i|c|l:|i|ii‘|I of

inkegraficn senvices necassary fo maintain

synchrophasors that provide instant visibility
and faster coordinated respanss fo grid
n:mdiﬁoﬂa, commerciakscale anerngy slomgs
and electic vehickes. W wil B«ph:ma
opportunifies for deeper collaboration and
parnership with cther regional players to
improve the reliakility, efficiency and security
of electric sarvice ocross cur respachive

Eaugluphim| areas of raapnmibﬂihr.

reliability. The entire regicn shares the geal
of accelerating renewable generaticn; the
- real chcl"anga is determi ning the light mix
REGIONAL bstwssn indepandsnt ond collabormiive

- sirategies to do that.
COLLABORATION 'Bs
Furthermare, cverarching concarns for
mﬁnmlmuli"f and grid |Bsi|i9ncy make

new forms of winﬂcﬂ collaboration essenial
1o protect the public interest, sconomic
siakility and cifizen safety. Werking together,

the westsm region reprasants an enormous

murka\‘::}:lf:uoriuni}yI to occelerate and

demanstrate pdenﬁn| new bchndogias—

renewable generation, smart grid operation,

demand respense and elecric ransportation,

ameng cthers. Califormia can and should

show the world how it can puwarlhaﬁdura

aconemically and sustainably.
||||~

: RELIARLE POMVER FOR A REMEWARLE FUTURE :

D STRATEGIC FLAN FOR 2012-2016& ©
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Managing Employee Compensation

Brenda Thomas
VP, Human Resources




Managing employee compensation reflects ISO people
strategy to attract, train, motivate and retain top talent.

« Competitive Pay
— Market pay practices
— Annual salary surveys covering 100% of ISO positions
« Strong Performance Management Program
— Individual performance plans
— Stretch objectives
— Ongoing feedback, coaching and support
« Pay for Performance Philosophy
— Year-end evaluation of performance results against objectives
— Differentiation of merit dollars based on performance
*  0-3% Merit Increase Guidelines
— Optimal utilization of available merit dollars
— Not all employees receive pay increases

‘:{5 - .
& California ISO Page 12
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Budget Process and Rate Outlook

Charles Snay
Assistant Treasurer
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Timeline for 2013 budget and GMC rates

2013 Budget and GMC

2013 Present 2013 Public

Budget draft 2013 Budget =~ comments Board
Meeting -  Budgetto . meeting . to Board Dec 2012
June 21, . Board - orcall " Nov 2012
2012 Sep 2012 Oct 2012

o

We are here

California ISO
Shaping a Renewed Future



GMC Revenue requirement and rate outlook

Budgeted Transmission volume - millions of MWhs

o

258
254
250 -
246
242
238 - - - - - . . . . .
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
GMC bundled rate - $ per MWh Revenue Requirement - millions of $
$0.90 $200
$0.80 $175
$0.70 $150
$0.50 - $100
0.40 -
$ $75
$0.30 -
$50
$0.20 -
$25
$0.10 -
$

$0.00 - 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
EO&M mOther costs
ED e .
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2012 - 2013 Project Release Plans

Janet Morris
Director, Program Office




Release planning information is updated and
discussed regularly throughout the year.

* Release planning page:
http://www.caiso.com/informed/Pages/ReleasePlanning/Default.aspx

* Master Stakeholder Engagement Plan:
http://www.caiso.com/Documents/MasterStakeholderEngagementPlan.pdf

— Policy and implementation initiatives
— Updated on the first of each month
— Two year time horizon
+ Market Performance and Planning Forum
— Every eight weeks
— Technical and release plan updates
* Release Users Group
— Bi-weekly updates to release plan
— Interactive review of project impact assessment and milestones

« Technical Users Group — Technology Roadmap
http://www.caiso.com/Documents/ExternalTechnologyRoadmap TUGWebConferenc
eJune5 2012.pdf

(- Y -
< CG'IF&ES!SHEJEdSFg Page 17


http://www.caiso.com/informed/Pages/ReleasePlanning/Default.aspx
http://www.caiso.com/Documents/MasterStakeholderEngagementPlan.pdf
http://www.caiso.com/Documents/ExternalTechnologyRoadmap_TUGWebConferenceJune5_2012.pdf
http://www.caiso.com/Documents/ExternalTechnologyRoadmap_TUGWebConferenceJune5_2012.pdf

The 2013 Release Plan includes several approved
policy initiatives and other high priority projects.

« Spring 2013
— Dynamic Transfers
— FERC Order 755 — Pay for Performance
— Mandatory MSG
— Post Emergency Filing BCR changes
— Access and Identity Management
— Master File Enhancements

* Fall 2013
— RIMPR-Phase 1/ BCR Mitigation Measures
— Circular Scheduling
— Commitment Cost Refinements
— Flexible Ramping Product (to be presented to the Board in September 2012)
— Intertie Pricing and Settlement (to be presented to the Board in September 2012)
— Outage Management System for Generation (tentative)
— Subset of Hours (scope to be determined)

P T
< Cohfgm |0|§O Page 18



EEEEEEEEEEEEEEEEEEEEEEE AEEEEEEEEEEEEEEEEEEEEEE
EEEEEEEEEEEEEEEN]  EEEEEEEEEEEEEEEE
EEEEEEEEENE  EEEEEEEEEEEE
11T T11T EEEEEE
11 EEE

California ISO

Shaping a Renewed Future

Project Summaries

Jan Coqgdill
Lead Financial Planning




Summary of Projects 2011-2013

* Projects completed during June 2011 to May 2012
— 27 Capital projects completed
« actual costs $13.3M vs. budget of $13.9M
— 33 Requirements & other projects
« actual costs $4.1M vs. budget of $4.4M
— Iron Point building
* actual cost $145.3M vs. budget of $160.0M

« Active projects as of May 31, 2012
— 36 Capital Projects
« budgeted costs $24.9M, YTD spent $11.2M
— 39 Requirements & other projects:
« budgeted costs $6.4M, YTD spent $2.6M

“% CGliFOl'niO ISO Page 20
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The 2012 budget and 2013 projects

« 2012 project budget
— Approved at $20.8M

« 2013 budget
— Targeted at $19.5M

— Excess of 60 proposed projects will be prioritized to
meet final budget limit

% California ISO Page 21
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2011 & 2012 Q1 Financial Summary

Denise Walsh
Controller




2011 Highlights

Key components of the 2011 budget:

 Operating revenues = $193.0 million vs. $191.5 million
» Mostly Grid Management Charge (GMC) revenues

» Operating expenses = $162.5 million vs. $158.3 million
» Operating and maintenance expenses

« Capital Expenditures= $23.5 million vs. $19.6 million (approved)
> Fixed assets and capital projects




Q1 2012 Monthly GMC Revenues

$20
$19 ___
$18
$17

(72}

o  $16 —

L2 —

= 15 - [ —

E $

£

5 $14 A
$13 -
$12 -
$11 A
$10 -

Jan-12 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

@ Actual 15.15 13.84 14.83

O Budget 15.17 14.00 15.23 14.86 15.43 16.36 18.94 19.04 17.43 16.33 15.69 16.33

Variance (0.02) (0.16) (0.40)

Cum Variance (0.02) (0.18) (0.58)

“3 California ISO
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Q1 2012 Cumulative Operating Revenues

Revenues = GMC, LGIP, & Other Fees

$225

$200

/

$175

/

$150

/

$125

$100

$in millions

$75

$50

$25

$0

/

/

/

Jan-12

Feb

Mar

Apr

May

Jun

Jul

Aug Sep Oct

Nov

Dec

== Actual

15.25

29.17

44.29

= Budget

15.63

30.09

45.78

61.10

76.99

93.80

113.20

132.70 150.60 | 167.38

183.53

200.32

Variance

(0.38)

(0.92)

(1.48)
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Q1 2012 Operating and Maintenance Expenses

$180

$160

$140

$120

$100

$80

$ in millions

$60

$40

$20

$0 1
Jan-12 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

EEE Monthly Actual | 16.32 11.89 11.89
B \ionthly Budget| 16.49 12.63 12.76 12.63 12.64 12.55 16.35 12.54 12.53 12.53 12.53 16.87

=fe=Cum Actual 16.32 28.21 40.10
e===Cum Budget 16.49 29.13 41.88 54.51 67.15 79.70 96.05 108.59 | 121.12 | 133.65 | 146.17 | 163.05

Cum Variance 0.17 0.92 1.78
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2012 GMC Rate Changes

Charles Snay
Assistant Treasurer




July 2012 GMC Rate Adjustments

GMC rate adjustments effective July 1, 2012

— Market Services
* Rate increased from $0.0851 to $0.0950 or $0.0099

* Projected revenue $44.6M or $2.8M lower than budgeted
revenue of $47.4M

 Likely cause was lower convergence bidding activity than
projected
— System Operations — no change

— Congestion Revenue Rights (CRR) Services
» Rate decreased from $0.017 to $0.010 or $0.007

* Projected revenue $10.3M or $2.7M higher than budgeted
revenue of $7.6M

* Due to more activity than projected

&> California ISO
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Budget Calendar & Next Steps

Charles Snay
Assistant Treasurer




Key calendar dates and next steps

 Stakeholder comments due Jun 28
— Send to cshay@caiso.com

« Internal budget process Jun - Aug
« Board of Governors meeting — Sep 13-14
— Present preliminary 2013 budget
« Post 2013 budget information for stakeholders Sep 19
« Stakeholder call or meeting to review preliminary budget Oct 10
* Written Stakeholder comments due to ISO Oct 17
« Board of Governors Meeting — Nov 1-2
— Public comments to board on 2013 budget
« Board of Governors Meeting - Approval of 2012 budget Dec 13-14
« Post rates and budget documentation to ISO website Dec 19
& California 15O Side 3
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