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2018 Annual True-Up
Stakeholder Meeting for

GridLiance West LLC
August 2, 2018

2:00pm —4:00pm EST



Agenda

+ Introduction

+ GridLiance West LLC (GridLiance) Background

+ Formula Rate Template True-Up for Rate Year 2017
o Q&A

+ Closing Remarks
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GridLiance Background
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GridLiance Background

+ GridLiance was formed to (1) acquire and optimize Valley Electric Transmission
Association LLC’s (VETA) high voltage transmission system (together, the VETA
Assets); (2) partner with municipally-owned utilities, joint action agencies and
electric cooperatives to solve transmission issues, optimize its utility partners’
systems, and help manage costs on these systems throughout CAISO; and (3)
compete for needed projects in CAISO’s Order No. 1000 Competitive Solicitation
Process.

¢ In February 2017, pursuant to Docket No. ER17-706, the Commission accepted and
suspended, subject to refund and further order of the Commission, the GridLiance
transmission formula rate, to become effective on the date GridLiance became a
Participating Transmission Owner in CAISO, which occurred on September 15, 2017.
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GridLiance Background

¢ Inits August 2017 order, the Commission approved various incentives requested by
GridLiance including a 50-basis points ROE adder for RTO participation; a start-up
regulatory asset until GridLiance West has a rate base of $100 million for all
prudently incurred, non-capitalized costs; and the inclusion of 100 percent
construction work in progress in rate base for the Bob Tap project, which is a two-
to three-mile transmission interconnection and modification that will connect the
planned Bob Switchyard with Southern California Edison’s existing 220-kV Eldorado
substation.

¢ OnJune 2018, the Commission approved a settlement agreement filed by
GridLiance in March 2018 that resolved every issue in the case. The settlement
agreement provided the following terms:

e Set the base ROE to 9.6%
* Use of actual cost of debt and capitalization structure, capped at 60% equity

* Revised projected O&M and A&G expenses to use the 2018 rate year projection as
opposed to 2017 rate year for the three and a half months of 2017 operations

e Made various revisions to the formula rate template protocols
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GridLiance Formula Rate Protocols

Formula Rate Protocols — Timeline for revenue projection and true-up

9/30 12/31/2016 3/31 6/30 9/30 12/31/2017 3/31 6/30 9/30 12/31/2018 3/31 6/30 9/30 12/31/2019

&
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Rate Year - 2017
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1 2 3 4 5
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For Rate Year - 2017
1 VETA Assets acquired on 9/14/2017
2 Collect 2017 estimate/forecast ATRR over Rate Year - 2017
3 Perform true-up for Form 1 prior to 4/18/2018
4 Post true-up to GridLiance website on or before 7/02/2018
5 Include recovery/return of rate in Rate Year - 2019 estimate/forecast ATRR

For Rate Year - 2018
1 Submit estimate/forecast ATRR by 10/2/2017
2 Collect 2018 estimate/forecast ATRR over Rate Year - 2018
3 Perform true-up for Form 1 prior to 4/18/2019
4 Post to GridLiance website on or before 7/01/2019
5 Include recovery/return of rate in Rate Year - 2020 estimate/forecast ATRR

For Rate Year - 2019
1 Submit estimate/forecast ATRR by 10/1/2018 (includes Rate Year - 2017 recovery/return of rate)
2 Collect the 2019 estimate/forecast ATRR and collect/pay 2017 true-up over the Rate Year - 2019
* Continues going forward consistent with Rate Year 2017 and 2018
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GridLiance Formula Rate Protocols (cont.)

Formula Rate Protocols — Timeline for Calendar Year 2018

12/31/2017 1/31 2/28 3/31 4/30 5/31 6/30 7/31 8/31 9/30 10/31 11/30 12/31/2018
| | | | | | ) | ! |
I I I I I I ' I : I »

7/2/18: Posting of True-up
Adjustment

8/2/18: Annual True-Up
Meeting - 2017 Rate Year

10/1/18: Deadline for
2019 Projected Net
Revenue

10/30/18: Deadline for Interested
Parties to request information and
documentation from GridLiance on the
2017 Rate Year Annual True-Up

10/29/18-11/12/18:2019 Annual
Projection Rate Meeting

11/29/18: Projected end of review
period for the 2017 Rate Year Annual
True-Up
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Formula Rate True-Up for RY 2017
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Formula Rate True-Up for Rate Year 2017

2017 Formula Rate Actual Net Revenue Requirement Calculation
and True-Up Adjustment

Return On Rate Rate Basel Allowed Return
Base $25.76 MM $2.17MM

Recoverable O&M, Gross Revenue
Gross Revenue Return on Rate Base .
Depr, and Taxes Requirement

Requirement $2.17MM $3.67MM $5.84MM

Actual Net Revenue

Gross Revenue . Actual Net Revenue
Net Revenue . Revenue Credits )
Requirement Requirement

Requirement $5.84MM 50.01MM $5.83MM
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1 Rate Base is calculated as the 13-month average Net PP&E with misc. adjustments. See Appendix A for inputs to 13-month average Net PP&E calculation.
2 See Appendix B for calculation of WACC for projected net revenue requirement and true-up.
3 See Slide 6 for details of the Projected Net Revenue Requirement calculation.
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Formula Rate True-Up for Rate Year 2017 (cont.)

2017 Projected vs. Actual Net Revenue Requirement Summary

2017
Initial Updated Net
Initial Projected Updated Projected Actual Over/(Under)
Projected | (3.5 months)| Projected | (3.5 months) | (3.5 months) | Collection

Note A Note B Note A Note C
Rate Base 64,519,857 64,463,311 18,801,799 | 25,763,473
Rate of Retum 8.96% 8.48% 8.48% 8.41%
Allowed Return on Rate Base 5,783,560 1,686,872 5,469,067 1,595,145 2,166,193 (571,048)
O&M and G&A Expenses 8,696,889 2,536,593 8,244,518 2,404,651 2,456,446 (51,795)
Depreciation Expenses 1,649,630 481,142 1,649,630 481,142 565,603 (84,461)
Income Taxes 1,608,100 469,029 1,493,062 435,476 566,009 (130,532)
Other Taxes 683,585 199,379 683,585 199,379 86,725 112,654
Gross Revenue Requirement 18,421,764 5,373,015 17,539,863 5,115,793 5,840,976 (725,183)
Revenue Credits (50,000) (14,583) (50,000) (14,583) (11,273) (3,308)
Prior Period Revenue True-Up - - -
Net Revenue Requirement 18,371,764 5,358,431 17,489,863 5,101,210 5,829,701 (728,491)
Annualized for Year of Acquisition 5,358,431 5,101,210 5,829,701 (728,491)

Note A: Represents projected average 10 months of rate base and the full-year projected costs for 0&M, A&G, depreciation, income and other

taxes and revenue credits.

Note B: Calculated by dividing the initial projected column by 12 and multiplying times 3.5.

Note C: Calculated by dividing the updated projected column by 12 and multiplying times 3.5.
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If you have any additional questions after this meeting,
please contact Don Zybak at dzybak@gridliance.com
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Appendix
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Appendix A — GridLiance Rate Base

Inputs for projection calculation of 13-month average net PP&E,
which is included in the calculation of Rate Base

Gross Plant in Accumulated
Service Depreciation CWP

Source Transmission Source Transmission Source  Transmission
December p206.58.b less p206.57. - Prior year p219.25.c - Note A -
January Note A - Note A - Note A -
February Note A - Note A - Note A -
March Note A - Note A - Note A -
April Note A - Note A - Note A -
May Note A - Note A - Note A -
June Note A - Note A - Note A -
July Note A - Note A - Note A -
August Note A - Note A - Note A -
September Note A 93,180,136  Note A 12,108,096 Note A 1,159,222
October Note A 93,180,136  Note A 12,269,697 Note A 1,250,031
November Note A 93,180,136  Note A 12,431,298 Note A 1,276,226
December p207.58.9 less p207.57. 93,271,551 p219.25.c 12,694,511 Note A 1,672,309
Average of 13 monthly balances 28,677,843 3,807,969 412,138

Note A - Internal Company Records
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Appendix B— WACC

*

RETURN (R)

$ % Cost
Long Term Debt (Attach 2b, lines 161 & 183) 9,803,159.90 40% 5.87%
Preferred Stock (Attach 2b, lines 163 & 185) - - -
Common Stock (Attach 2b, line 170) 20,143,343.29 60% 10.1%
Total (sum) 29,946,503.19
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Calculation of WACC for 2018 projected net revenue requirement uses a base ROE of 9.6% and
a 50 bp adder for RTO participation, for a total ROE of 10.1%.

Weighted

2.35% =WCLTD
0.00%

6.06%

8.41% =R



