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Update on Pass Through of GMC
from PG&E

» Pacific Gas and Electric Company
(PG&E), filed at the Federal Energy
Regulatory Commission (FERC) to pass
through the California Independent
System Operator's CY2001 Grid
Management Charge (GMC) to Western
under Contract 2948A. FERC placed the
filing into effect subject to refund.



Update on Pass Through of GMC
from PG&E

 On May 10, 2002, the ALJ issued an Initial
Decision on PG&E'’s filing ER01-424-000
to pass through CY2001 GMC costs to
Western.

* The ALJ decision stated that GMC Bucket
#1 Control Area Services (CAS) was a
new service and applicable to all control

area load. As a new service, it would apply
to Western under Contract 2948A.



Update on Pass Through of GMC
from PG&E

* The ALJ decision stated that GMC Bucket
#3 Ancillary Services Real-Time Energy
Operations (ASRTEQO) was not a new
service and since PG&E had not satisfied
the joint review required by Contract
2948A, PG&E could not charge Western
for ASRTEO.



Update on Pass Through of GMC
from PG&E

* On May 2, 2003, FERC issued an Opinion
and Order on the Initial Decision for
PG&E's GMC pass-through filing.

* In that order, FERC affirms the application
of the CAS to all load serving entities
based on their gross load, except for loads
with behind the meter generation who
primarily rely on that generation to meet
their energy needs.



Update on Pass Through of GMC
from PG&E

 The FERC order reversed the ALJ’s
decision regarding ASRTEO. FERC found
that ASRTEO was a new service and
there is no duplication of services.

» Several parties, including Western,
requested a rehearing on FERC's order.
There is no time limit as to FERC action
on the request for rehearing.



Update on Pass Through of GMC
from PG&E

 PG&E has also filed at FERC to pass
through GMC for CY2002 and CY2003.
FERC has placed these filings into effect
subject to refund and the outcome of the
2001 GMC proceedings.



Update on Pass Through of GMC
from PG&E

« PG&E billed Western on November 7,
2002 for CY2001 GMC.

 PG&E billed Western on February 18,
2003 for January through October 2002
GMC.



Update on Pass Through of GMC
from PG&E

* There were some issues regarding Western's
load data utilized by PG&E in developing the
GMC bills for Western. Western believed these
Issues could be resolved. Western paid the
GMC bills and initiated discussions with PG&E
about the development of Western’s load data.

» After meeting with PG&E several times, we were
unable to resolve the load data issue.



Update on Pass Through of GMC
from PG&E

« Starting April 1, 2001 the CVP firm power rate
schedule provides for the pass-through of
“FERC accepted or approved charges or credits
In the same manner Western is charged or
credited”.

« Western billed the power customers for April
2001 to October 2002 GMC in February and
March 2003. The GMC bills for January to March
2001 were included in the FY2001 RAC and will
not be billed as a pass through to the power
customers.
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Update on Pass Through of GMC
from PG&E

* As a result of Western's inability to verify the
load data used by PG&E in the GMC billing,
Western decided to suspend payment to PG&E
for the GMC bills under the Prompt Payment
Act. The invoices sent to Western by PG&E
were not proper invoices since Western could
not verify the load data.

« Western then developed a method for
calculating Western load data for GMC billing
that is consistent with 2948A energy accounting
and PG&E’s pass-through tariffs.
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Update on Pass Through of GMC
from PG&E

* Western will determine its GMC obligation
to PG&E based on Western's method for
calculating load data.

* For project use and x/y customers,
Western's method for determining the load
data uses hourly metered load data for
each customer.
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Update on Pass Through of GMC
from PG&E

* For the bubble, the sum of power
purchases delivered over Western'’s
transmission system and the CVP
generation connected to Western's
transmission system is netted against the
Western sales to power customers (2948A
power deliveries) connected to Western’s
transmission system. This calculation is
done on an hourly basis.
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Update on Pass Through of GMC
from PG&E

* |f there iIs more generation than 2948A
load inside the bubble, there is no GMC
for that hour for the 2948A load inside the
bubble.

* If there is more load than generation inside
the bubble, GMC is calculated on the net
load for the bubble for that hour.
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Update on Pass Through of GMC
from PG&E

* If the bubble is a load for an hour, the
GMC for that hour will be passed through
to the 2948A load inside the bubble on a
pro rata share. The pro rata share is
determined by the ratio of a customer’s
2948A power deliveries to the total 2948A
power deliveries inside the bubble for that
hour. 2948A power deliveries are sales
from Western to the power customers.
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Update on Pass Through of GMC
from PG&E

 Example:

Hourly bubble calculation results in a net load of 100
MWH. GMC rate is $.50/MWH. GMC for that hour for
the bubble load is $50. Customer X has a 2948A power
delivery (purchase from Western) of 50 MWH inside the
bubble for that hour. The total 2948A power deliveries
inside the bubble for that hour is 500 MWH. Customer X
has 10% of the 2948A power deliveries inside the bubble
for that hour. Its GMC cost would be 10% of $50, or $5
for that hour.
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Update on Pass Through of GMC
from PG&E

* Under the PG&E pass through tariffs, GMC for
BART, MID, NCPA, SVP, SMUD, TID and City
and County of San Francisco loads are not
iIncluded in Western's 2948A GMC billing from
PG&E. Therefore, Western will not pass through
any GMC to these customers. Payments made
to Western for past GMC billings in February
and March 2003 will be credited against these
customers power bills starting with the January
2004 power Dbills.
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Update on Pass Through of GMC
from PG&E

« Customers that have contracted with
Western to be their SC are not included in
Western’s 2948A GMC billing from PG&E.
Therefore, Western will not pass through
any GMC to these customers.
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Update on Pass Through of GMC
from PG&E

The rate for CAS will be applied to the load
(MWH) calculated using Western's method.

Each customer’'s CAS costs for April 2001
through August 2003 would be calculated using
Western’s method for determining load.

Each customer’s total CAS costs would be
netted against the payments made to Western
for past GMC billings.

Western will share the results of this netting with
the customers as soon as this data is available.

19



Update on Pass Through of GMC
from PG&E

* Western will calculate the CAS costs owed
to PG&E by Western using Western's
method for determining load data.

 Western will net the total CAS costs owed

to PG&E against GMC payments made to
PG&E by Western.
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Update on Pass Through of GMC
from PG&E

* Western does not anticipate billing the
customers for ASRTEO starting January
1,2004. The issue of accounting for credits
for regulation and spinning reserve
provided by Western to PG&E needs to be
addressed prior to Western billing for
ASRTEO. Western will work with PG&E to
resolve this issue.
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Update on Pass Through of GMC
from PG&E

« Western does not believe it should pay for
deviations and the associated replacement
reserves included under ASRTEO. PG&E’s 205
filing stated that Western would not be charged
for energy imbalance. The amount Western
pays to PG&E for energy under 2948A is
determined under the February 1992 letter
agreement. As a result, Western is not obligated
to pay ASRTEO for deviations and the
associated replacement reserves.
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Update on Pass Through of GMC
from PG&E

« Western will use its calculations to

determine the load data to be utilized In
ASRTEO billings.

» Western will notify the customers when it
has determined the ASRTEO costs.

 Billing may have to be revisited when and
If FERC acts on the request for rehearing
on their order on the CY2001 GMC pass
through filing by PG&E.
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