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Exh. No. ISO-8, page 3 of 31

E CALIFORNIA 50

OVERVIEW

o The Proposed FY2002 Budget was presented to stakeholders at an 1SO Budget Workshop on October 4,
2001. Comments from stakeholders on the proposed FY2002 Budget were to be submitted by October 15,
2001. No formal comments were received.

* Proposed total budgeted spending by the ISO decreases from 2001 to 2002, as measured by the combined
O&M and capital budgets:

2001 2002
O&M Budget $171,798 $177,465
Capital Budget $37.774 $22,000
Total Spending $209,572 $199,465

*» The proposed increase in rates is due primarily to a significant decrease in volumes used to calculate the rates
for 2002, and in under-recoveries due to volume decreases in 2001 (which affect the Operating Reserve for
each unbundled category). Additionally, while the capital budget for 2002 has been significantly reduced, this
did not translate to a reduction in the revenue requirement due to the funding method of the capital budget (the
ISO credit rating downgrade does not permit a bond issuance at this time). Changes in cost allocations for the
unbundled GMC categories also have a minor impact.

e The ISO is proposing a modification to the third GMC service category, to include assessing 50% of
self-provided ancillary service volumes this fee.

(1) The CAISO fiscal year (FY) is the calendar year.
(2) '000 Omitted except for $/MWh.
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Exh. No. ISO-8, page 4 of 31

= CALIFORNIA [50
EXECUTIVE SUMMARY

Budget Process and Operating & Maintenance Budget

* On September 6, 2001, Management presented the proposed FY2002 Budget and GMC to the Finance
Committee of the Board of Governors.

= Management developed a base budget which represented a continuation of service at the level
budgeted for FY2001, and a recommended budget which included various programs added in 2001,
but not in the original budget, and additional requirements for 2002.

= Management discussed the impact on levels of service, personnel, and contract negotiating
strategies related to the base budget and the recommended budget.

* It was the sense of the Finance Committee that Management proceed with the Recommended O&M Budget
that provides for the recommended service enhancements as well as funding for the support of the
Recommended Capital Budget for FY2002.

» On September 20, Management presented the proposed FY2002 Budget and GMC to the Board of Governors,
and it was the sense of the Board that the 1SO should proceed with posting the proposed budget.

* The proposed FY2002 Operating & Maintenance Budget of $177,465 represents an increase of $5,667 or 3%
from the FY2001 Operating & Maintenance Budget of $171,798 .

'000 Omitted except for $/MWh.
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Exh. No. ISO-8, page 8 of 31

n CALIFORNIA IS0
EXECUTIVE SUMMARY

Recent Events and Changes

» To the extent that the 2002 volume forecast has been developed based on 2001 experience and the year is
not yet complete, the ISO is prepared to adjust rates as necessary during 2002 under the quarterly GMC
adjustment mechanism of the 1SO Tariff.

* To the extent that the ISO is able to execute a bond issuance earlier in 2002 than currently anticipated, a
reduction in rates would be pursued, as the cash funded capital expenditure provision in the revenue
requirement would not be necessary.

» The ISO is not proposing a change in rates in effect for 2001.
» The ISO has proposed deleting the third GMC category, the "Market Operations" charge, to be replaced with
the "Ancillary Services and Real Time Energy Operations" charge. The billing determinant would be

expanded to include 50% of self-provided ancillary services.

e The "Interzonal Scheduling” category will be renamed: "Congestion Management". There is no change to the
proposed billing determinant for this category at this time.

‘000 Omitted except for $/MWh.
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@ CALIFORNIA ISO

Exh. No. ISO-8, page 11 of 31

ANALYSIS OF THE PROPOSED 2002 OPERATING & MAINTENANCE BUDGET

Maintaining Additional Total FY2002
FY2001 Requirements & | O&M Budget
Budgeted Recom-
Service Level | mendations, Net
of Cost Savings
Salaries and Benefits $ 73587 (% 5228 | $ 78,814
Bldg, Lease & Facility Costs $ 13954 489 14,444
Insurance $ 1,024 - 1,024
Third Party Vendor Contracts $ 47,561 (1,794) 45,767
Professional & Consulting Services $ 11,521 542 12,063
Audit, Legal & Regulatory $ 10,061 2,435 12,496
Training and Travel $ 5,848 483 6,330
Miscellaneous $ 5613 (70) 5,543
Other $ 3 982 985
Total O&M Budget $ 169,171 | % 829 |$ 177,465

'000 Omitted except for $/MWh.

FIN/PRL  10/17/2001

PROPOSED FY2002 BUDGET
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n CALIFORNIA IS0

Exh. No. ISO-8, page 13 of 31

STAFFING CHANGES IN THE FY2002 O&M BUDGET

CAISO Division FY2001 | Transfers| FY2001 FY2002 |FY2002New| FY2002 FY2002
Operdling | during | Approved Base | Rgnts. (Inc.| Contractor | Proposed

Budget FY2001 Staffing Budget | Programs) |Conversions| Budget
CEO 305| (285) 20 20 - - 2.0
CFO 55.0| (28.5) 315 315 2.0 2.0 35.5
cio 1215 - 121.5 1215 2.0 16.0 139.5
VP Grid Ops 251.0| (52.0) 199.0 199.0 7.0 - 206.0
General Counsel 35.0 9.0 44.0 44.0 7.0 20 53.0
Market Services 440 76.0 120.0 120.0 4.0 2.0 126.0
VP Corp & Strat Dev 7.5 19.0 26.5 26.5 1.0 1.0 28.5
Total FTE 544.5 - 5445| 545 23.0 23.0 590.5

Transfers reflect the 2001 reorganization. VP Grid Operations was previously "Chief Operations Officer”, Market Senices was
previously "Client Senices”, VP Corporate & Strategic Development was previously "Strategic Devdlopment and Commurnications”
Notes:

* Salaries & Benefits cost increase for FY2002 for all staff is shown in Appendix A in the Other column, in the Salaries & Benefits line item. This cost is
isolated to allow for comparision of staff costs by Division exclusive of salary & benefit rate changes for FY2002. The total change of $3,801 provides for
a 5% funding pool for staff salary adjustments, and other adjustments.

‘000 Omitted except for $/MWh.
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CALIFORNIA ISO

Exh. No. 1SO-8, page 17 of 31

California ISO
Calculation of Available Revenue Credit for 2002
$in '000
Budget Actual
CAS 128 MO Total CAS 128 MO Total Allocation

1 [Beginning Reserve Balance, 1/1/2001 $ 15840)% 2970($ 14,190 | $ 33,000 $ 9806 % 1839($ B784[8%20429| [2001 Section 35 Filing, Distribution
of 2001 revenue credit (48%, 9%,
43%)

2|Calculation of Contribution t Reserve from Operations

3 Revenue

4 OMC Rates 2001 Calender Year Revenue 108,518 19,519 97,377 | 225414 100,095 16,771 101,226 218,091 Actual collections and forecast for
remainder of 2001.

5 Other 1,702 117 583 2,402 2,240 199 1,201 3,640 Secunty coordinator fees assigned
to CAS, remainder spread
proportionately

6 Expenses:

7 O&M (38,055 (12,700) @1,043)| (171,798 (83,956 12,109 (67,736)| (163,800)| {Variance spread propostionately
Allocation based on filed 2001

'|0&M altocations by category

8 Debt Service (20,485) (6,062 (23966)] (50,513 (18,619 (5,509) (1,783)]  (45911)} |Variance spread proportionately
Allocation based on filed 2001
allocation factors.

9| Contnbution ta Operating Regerve (Sum lines 2 53:& 1,680 874 2,951 5,505 240 _(6483) 12,908 12,020

10| Other Resexve Uses

11| Use of Reserve for CapEx (7,243) 513 067y (12,829)| 2001 Section 35 Filing, Allocation
of Proposed 2001 Debt Service,
excludingCMR  $12,329 is
shortfall of funding available for
CAPEX in 200! dus to inability to
issue bonds.

13] Qenerator Fines/Penalties 2,400 450 2,150 5,000 Allocated based on overall Rev.
Req.

14 Net Increase in Operating Reserve (Sum Lines 9-13) 1,680 874 2951 5508 (5,088) (712) 9991 4,191

19 Ending Reserve Balance (Line 1 plus Line 14) 17,520 3844 17,141 38,505 4718 1,127 18,775 24620

20 Less Reserve Requirement (15% of 2002 Budget, Line 20) 13,869 2,172 10,187 26,228 13,869 2,172 10,187 26,228

21 FY2002 Operating Budget (net) 92,458 14,483 67,914 174855 92,458 14,483 67,914 174855  NetO&M Budget (exclusive of
interest eamings, WSCC
collection, and other revenues)

22 Equals' Revenue Credit Availsble (Line 19 less Line 20) 3,651 1,672 6,954 12,277 [CABI)] ‘ (1,045) 8,588 (1,608)

PROPOSED FY2002 BUDGET

FIN/PRL 10/17/2001

!

;

459%

61 5%

51.3%

0 6%

56.5%

430%

529%

125 Mo
90% 430%
17% 46.4%
5.5% 330%
74% 41.4%

120% 47.4%
40% 39.5%
9.0% 430%
83% 388%

Page

Total
100 0%

100 0%

100 0%

100 0%

100 0%

100 0%

100.0%

100 0%
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Exh, No. ISO-8, page 20 of 31

g CALIFORNIA ISO
FY2001/FY2002 CAPITAL EXPENDITURE BUDGET COMPARISONS

FY2001 Proposed
Bucdget FY2002
Buciget (1)

Market/SystemRedesign/Planning $ 1684 (% 5000
Network Communication, @mﬁag Systers Menitoring 500 2,700
BVIS Replacement, SHYS/BBS 13,300 8,200
Other Corporate Systerms and Applications 6,395 4,600
Fumiture, Leaseholds, Office Ecuipment 745 1,500
Total Capital Budget $ IJIma$ 2000

Notes:

(1) Detail on allocation of costs of categories above has been masked to avoid releasing sensitive bid related data to potential vendors. Additional
information on the composition of proposed projects under these categories will be released with GMC unbundling information.

‘000 Omitted except for $/MWh.

FIN/PRL  10/17/2001 PROPOSED FY2002 BUDGET Page 19
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. Exh. No. ISO-8, page 22 of 31

m CaALIFORNIA 150

APPENDIX A: FY2001/FY2002 ISO DEPARTMENTAL O&M BUDGETS

FIN/PRL  10/17/2001 PROPOSED FY2002 BUDGET Page 21
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FIN/PRL 10/17/2001

APPENDIX B:

Exh. No. ISO-8, page 25 of 31

GMC RATE CALCULATION

PROPOSED FY2002 BUDGET Page
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Exh. No. ISO-8, page 26 of 31

& CALIFORMIA IS0

GMC Calculation

Total ISO Costs Costs of ISO Services Unbundled Rates

Control Area Services Costs — $/MWh
Billing Determinant Volume
| Control Area
Services
CONG Costs
Congestion Mgm. Billing Determinant Volme > MWD
A/S & RT
Energy Ops A/S & RT Energy Operations Costs _ $/MWh
Billing Determinant Volume

FIN/PRL  10/17/2001 PROPOSED FY2002 BUDGET Page



. Exh. No. ISO-8, page 27 of 31
g CALIFORNIA ISO

Rates

Control Area
GMC: 2001 vs. 2002 Services
("CAS")
$1.200
1.000
$ B Congestion
_ $0.800 Management
W 0 600 ("CONG")
&
$0.400
$0.200 - goEme
Service and Real-
$0.000 Time Energy
FY2001 Budget FY2002 Management Operations
Recommended Budget ("ASREO")

FIN/PRL  10/17/2001 PROPOSED FY2002 BUDGET Page



% CALIFORMIA 150D

Exh. No. 1SO-8, page 28 of 31

$/MWh

$0.200
$0.150
$0.100
$0.050
$-
$(0.050)
$(0.100)
$(0.150)
$(0.200)

Cause of Change in Rates

FIN/PRL

10/17/2001

e

B Cost
Allocation/
Cost

8 Volume

PROPOSED FY2002 BUDGET

P

age
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= CALIFORMIA |50

FIN/PRL

Exh. No. ISO-8, page 29 of 31

Volume: Gross Control Area Load & Exports

Billing Determinant Volumes-Control Area Services

wOUOOOvOOO =il (Gross Control Area
Load in MWh
25,000,000 Budget 2001
20,000,000
o
= 15,000,000 === Gross Control Area
M Load in MWh
Actual/Forecast
10,000,000 5001
5,000,000
> Gross Control Area
- Load in M Wh-
Forecast 2002
10/17/2001 PROPOSED FY?2002 BUDGET

Page
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