
California Independent System Operator Corporation 

June 11, 2026 

The Honorable Debbie-Anne A. Reese 
Acting Secretary  
Federal Energy Regulatory Commission  
888 First Street, NE  
Washington, D.C. 20246 

Re: California Independent System Operator Corporation 
Docket No. ER26-____-000 

Tariff Amendment to Support Startup Funding for the Regional 
Organization for Western Energy 

Dear Secretary Reese: 

The California Independent System Operator Corporation (CAISO) submits this 
tariff amendment to implement two new settlement charges as part of a plan to 
enable startup debt financing for the Regional Organization for Western Energy, 
also known as the “ROWE.”1  Acceptance of these settlement charges will allow 
the CAISO to act as the guarantor on a commercial loan that the ROWE will 
obtain later this year to help fund the ROWE’s start-up expenses.  

The ROWE is the centerpiece of the Step Two Proposal of the West-Wide 
Governance Pathways Initiative, which involves transferring certain governance 
responsibilities over the CAISO’s regional energy markets to a new independent 
entity. The goal of this change is to promote the broadest possible participation in the 
markets, which will benefit all market participants and consumers by reducing 
electricity costs and enhancing reliability. Achieving this goal will require start-up 
financing, as explained below. 

The CAISO requests that the Commission issue an order accepting these 
revisions by August 10, 2026, and make the tariff revisions effective upon five 
days’ prior notice to the Commission. The CAISO expects the amendment will 
become effective January 1, 2028. A contingent effective date is necessary, 
however, because the ROWE will not be able to finalize loan arrangements until 

1  The CAISO submits this filing pursuant to Section 205 of the Federal Power Act (FPA), 16 
U.S.C. § 824d, and Part 35 of the Commission’s regulations, 18 C.F.R. Part 35.  Capitalized 
terms not otherwise defined herein have the meanings set forth in appendix A to the CAISO tariff, 
and references herein to specific tariff sections are references to sections of the CAISO tariff 
unless otherwise specified. 
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after this amendment is accepted, and until then there is no certainty that a loan 
will be made or the terms. It is important the Commission issue an order by 
August 10, 2026, to provide the certainty about cost recovery needed for the 
CAISO to act as a guarantor, and thus for the ROWE to finalize a loan to fund its 
start-up expenses.   

I. Background 

A. Background re: CAISO Governance and the Pathways Process

Since 2001, the CAISO’s Board of Governors has consisted of five members who 
are appointed by the Governor of California and subject to confirmation by the 
state Senate.2 The tariff places the Board in the role of gatekeeper for proposed 
market rule changes. Tariff Section 15 specifies that, before a proposed tariff 
amendment may be filed with the Commission, the Board must approve it in 
accordance with the corporate bylaws.3

In 2014, the CAISO implemented the Western Energy Imbalance Market 
(“WEIM”), which enables utilities that are not part of the CAISO’s balancing 
authority area to participate in the CAISO’s real-time market. Most WEIM 
participants are located outside California. To provide these participants a 
stronger voice in the decisions about market rules, the Board appointed a 
committee of stakeholders and regulators from across the West to develop 
governance enhancements. At the recommendation of this group, the CAISO in 
2015 established what is now known as the Western Energy Markets Governing 
Body or WEM Governing Body.4 This five-member body, selected by 
stakeholders from across the market footprint, is comprised of individuals who 
are independent from market participants.5 Its core mission is to share part of the 
Board’s authority over proposed tariff amendments. The WEM Governing Body’s 
rules of operation and the process for selecting members are established in 
corporate governance documents, including the corporate bylaws, the Charter for 
WEIM and EDAM Governance and the Selection Process for the WEM 
Governing Body.6

2 Cal. Pub. Util. Code § 337. 

3 CAISO tariff § 15. 

4 See generally the September 11, 2015 decisional memo for the CAISO Board, available at 
https://www.caiso.com/documents/decision_eim_governanceproposal-memo-sep2015.pdf.   

5 Members of the WEM Governing Body must comply with the Commission regulation that prohibits 
non-stakeholder directors from having a financial interest in any market participant, 18 C.F.R. 
35.34(j)(1)(i), and the CAISO’s Code of Conduct and Ethical Principles, which includes the same rule. 

6 The relevant governing documents as originally adopted are available at 
https://www.caiso.com/library/board-of-governors-meeting-dec-17-18-2015-board-6. The currently 
effective versions are available at https://www.westerneim.com/Pages/Governance/default.aspx.   
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The details of these governance arrangements have evolved over time for several 
reasons, including the CAISO’s introduction of the Extended Day-Ahead Market or 
“EDAM,” which allows balancing authority areas that participate in the real-time 
market through WEIM to also participate in the day-ahead market. The driving force 
behind the most recent governance changes has been the West-Wide Governance 
Pathways Initiative, which convened in 2023 in response to a letter from state 
regulators in California and several other Western states. The regulators’ letter set 
forth a vision of an independent regional governance structure for a regional market 
that includes the WEIM and EDAM. The letter recognized that WEIM had already 
delivered consumers “a value of nearly $4 billion”7 in cost savings and observed that 
establishing a regional organization to oversee a more regional market including 
both WEIM and EDAM could unlock additional cost savings and other benefits for 
consumers by promoting the broadest possible participation in the market. The 
regulators expressed commitment “to the vision of maximizing the benefits of 
organized wholesale electricity for customers in the West” in a way that “maintain[s] 
and build[s] upon the proven benefits of EIM, and the promised benefits of EDAM,” 
and invited stakeholders and state regulators throughout the West to collaborate in 
developing this concept.8

In response, stakeholders in California and throughout the West came together to 
form the West-Wide Governance Pathways Initiative Launch Committee (“Launch 
Committee”), which has spent the last three years working together and with state 
regulators to achieve the regulators’ vision. The Launch Committee has done this 
work through an iterative public stakeholder process, using working groups to 
develop and present written proposals for public stakeholder comment, which are 
then refined and made final based on the input received.9

The CAISO is not a member of the Launch Committee and has not been 
coordinating or administering this effort. We have, however, served as a technical 
resource for the Launch Committee and its working groups throughout their efforts.  

7 Since the date of that letter, the benefits of WEIM have continued to accumulate. As of the end of 
the first quarter of 2026, they exceed $8.6 billion. 

8 The July 14, 2023 regulators’ letter is available at https://www.westernenergyboard.org/wp-
content/uploads/Letter-to-CREPC-WIEB-Regulators-Call-for-West-Wide-Market-Solution-7-14-23-
1.pdf. 

9 The Western Interstate Energy Board (“WEIB”) has hosted a page on its website for the Pathways 
Initiative, which is available at https://www.westernenergyboard.org/wwgpi/. This page includes the 
Launch Committee’s foundational materials, the materials developed for each of its public meetings, 
and the output of their work including the final proposals adopted by the Launch Committee and, 
where applicable, any implementing materials. 
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The Launch Committee developed two major proposals through these efforts: (1) the 
Pathways Step One Final Proposal published in May 2024, and (2) the Pathways 
Step Two Final Proposal published in November 2024.10

The CAISO has already successfully implemented the Step One Proposal. This 
proposal recommended enhancements to the role of the Western Energy Market 
Governing Body in approving proposals for changes to market rules, and also 
language in its Charter relating to consideration of the public interest. The Launch 
Committee recommended the CAISO adopt those enhancements once it received a 
defined level of commitment from Western utilities to join the EDAM market. The 
CAISO Board and WEM Governing Body jointly approved the Step One Proposal in 
August 2024, and the Commission accepted the associated tariff changes in April 
2025.11 Those enhancements went into effect in July 2025 after the required level of 
EDAM commitments was achieved.  

B. Pathways Step Two Proposal and Assembly Bill 825 

The Pathways Step Two Final Proposal represents a more ambitious set of changes 
to the governance of the markets operated by the CAISO. Consistent with the vision 
set forth in the regulators’ 2023 letter, the proposal recommends replacing the WEM 
Governing Body, which sits within the CAISO corporate structure, with an 
independent regional organization that is a separate corporate entity from the 
CAISO. The regional organization, which has since been formally incorporated as 
the Regional Organization for Western Energy, or the ROWE, would assume a 
governance and oversight role with respect to the regional market offerings, 
including WEIM and EDAM, which the CAISO would continue to provide as the 
market operator. As one of its central responsibilities, the ROWE would serve as the 
body responsible for the regional market rules, with the board of the ROWE holding 
responsibility to review and approve any proposals to amend the WEIM and EDAM 
market rules in the FERC tariff.  

The Step Two Final Proposal contemplates that the ROWE will be a non-profit 
corporation, with a seven-member board selected through a broad-based 
nomination and selection process that includes stakeholders throughout the West, 
including California. ROWE board members would be required to meet the same 
independence requirements that apply to the CAISO Board of Governors and to the 
WEM Governing Body, meaning the ROWE board would be comprised of individuals 
who do not hold any financial interest in any entity that is a market participant in the 
WEIM or EDAM. The Proposal also contemplates that the ROWE would have its 

10 The Step One Final Proposal is available at https://www.westernenergyboard.org/wp-
content/uploads/Pathways-Step-1-Final-Proposal.pdf. The Step Two Final Proposal is available at 
https://www.westernenergyboard.org/wp-content/uploads/Pathways-Initiative-Step-2-Final-
Proposal.pdf. 

11 See California Independent System Operator Corp., 191 FERC ¶61,009 (April 2, 2025). 
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own professional and administrative staff that is limited in size, but with sufficient 
capability to perform its governance responsibilities. 

Establishing a new organization that would have governance authority over the 
regional market rules for WEIM and EDAM required legislation in California to 
permit the state’s electrical corporations and the CAISO to participate in such an 
arrangement. In September 2025, the California legislature passed and the 
California Governor signed Assembly Bill (AB) No. 825, which endorsed this 
concept and established a set of procedural and substantive requirements that, if 
met, will allow the transition to occur. The requirements in the legislation include, 
among others, many of the key structural concepts established in the Pathways 
Step Two Final Proposal, including a requirement that the CAISO continue to 
operate the energy markets subject to market rules determined by the 
independent regional organization as accepted by the Commission. Other 
requirements that directly track the Pathways Step Two Final Proposal include: a 
commitment to open and transparent decision-making, public participation, 
maintaining utility withdrawal rights, and respect for each state’s authority to set 
its own procurement, resource adequacy, environmental, reliability, and other 
public interest policies and exercise oversight over its regulated entities. The 
legislation also established a process for reaching this outcome that includes 
Commission approval of applicable tariff changes, a resolution from the CAISO 
Board certifying that the statutory requirements have been met, and a decision 
from the California Public Utilities Commission (CPUC) authorizing California 
electrical corporations to participate based on the CPUC’s determination that the 
statutory requirements are met and that the CAISO Board has fulfilled its 
obligations to certify those requirements.  

Recognizing that these steps will take time to accomplish, the legislation provides 
that implementation of the regional market governance structure may be 
implemented no earlier than January 1, 2028. 

C. The ROWE, Its Need for Debt Financing and the Proposed 
Loan 

Since the passage of AB 825, the Pathways Launch Committee, with support and 
encouragement from California and regional regulators,12 has been making 
substantial progress on implementing aspects of the Step Two Proposal. The 
Launch Committee has developed and approved corporate bylaws and other 
foundational corporate policies, incorporated the ROWE in Delaware, appointed an 
initial board, and finalized the stakeholder nomination and selection process for 
seating its independent board. The ROWE and its stakeholders are now in the 

12 See September 26, 2025 letter from state regulators to Pathways Launch Committee, available at 
https://www.westernenergyboard.org/wp-content/uploads/WWGPI-Regulator-Follow-Up-Letter-
092620255.pdf. 
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process of selecting long-term board members. The CAISO has collaborated with 
the Pathways team on these efforts, providing technical advice and input as 
required.  

The continuing implementation efforts require funding. From the inception of the 
Pathways Initiative to date, the participants have relied primarily on voluntary 
donations from Pathways participants and supporters to fund their expenses. They 
have also sought, and expect to receive, some grant funding from non-profit 
foundations that are not directly involved in the Pathways effort. Through these 
efforts, the Pathways Initiative is forecasting it will raise slightly more than $1 million, 
which has been and will be used to pay for its start-up activities. These amounts are 
in addition to thousands of hours of time that Pathways Launch Committee members 
collectively have spent, and will continue to spend, working on these efforts on a 
volunteer basis without any compensation. The funds that have been collected or 
pledged to date are expected to be sufficient to cover the start-up costs that will be 
incurred into the third quarter of 2026.  

This leaves a gap from mid-2026 until early 2028, when the ROWE is expected to 
assume its governance role. On February 3, 2026, representatives of the Launch 
Committee wrote the CAISO to explain that they had been exploring possible 
funding mechanisms to bridge this gap. The letter formally requests that the CAISO 
facilitate a stakeholder process to develop a proposal to fund “the ROWE’s debt 
financed startup costs” in a way “that would be repaid by market participants.”13

The CAISO proposed the following process to help fund the ROWE’s start-up 
expenses. In the second half of 2026, around the time the ROWE seats its initial 
independent board, the ROWE will enter into a loan or commercial line of credit with 
a commercial bank to secure the debt financing part of its start-up funding needs, up 
to a maximum principal amount of $8.5 million. The ROWE will be responsible for 
making payments on the loan, with the CAISO serving as guarantor. A guarantee will 
be necessary to obtain the loan because the ROWE at that point would not be 
creditworthy. The ROWE will draw upon the loan on an incremental basis throughout 
the start-up period to cover its costs. The loan or line of credit would be structured so 
that the ROWE’s repayment obligations would not commence until 2028, after the 
ROWE is expected to assume its governance responsibilities, with full repayment 
due during 2028.  

The proposed principal amount of the loan – i.e., up to $8.5 million – reflects the 
additional funds needed for the ROWE’s expected start-up costs to early 2028. 
At that point, if the ROWE has assumed its governance responsibilities, a 

13 The letter is available at https://www.westernenergyboard.org/wp-content/uploads/Debt-Financing-
Proposal-Request.pdf. 
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separate long-term cost recovery rate would become effective.14 The budgeted 
amounts that make up the $8.5 million reflect only necessary costs. As noted 
above, significant work to support the formation and development of ROWE has 
been performed by stakeholders on a volunteer basis. The expected start-up 
costs identified below require cash outlays and there is no assurance that these 
amounts could be obtained from stakeholders on a volunteer basis: 

 Legal advice and other consulting that must be independent of 

stakeholders; 

 A placement firm to fill key positions; 

 Compensation for board members and necessary staff (expecting two 

positions in late 2026 and five positions through most of 2027); 

 Office expenses, including IT, and necessary travel; and 

 Insurance. 

While donations to the ROWE have paid some costs like outside legal and 
consulting services, the budgeted amounts exceed what the ROWE expects to 
receive in donations. In other words, this amount of additional funding is 
necessary and appropriate. 

Stakeholders support this proposal. The CAISO Board of Governors in its April 2026 
meeting authorized the CAISO provide a loan guarantee for the ROWE not to 
exceed a principal amount of $8.5 million. This authorization is contingent upon the 
Commission’s acceptance of a tariff-based mechanism to recover the costs to repay 
the loan.15

D. This Tariff Amendment Would Establish New Charges to 
Recover the Costs of the Loan 

As proposed by the Formation Committee, the costs of the loan would be recovered 
from market participants. Starting shortly before the loan repayments commence, 
the CAISO would begin charging a rate from market participants. Although the rate 
would be separate from what the CAISO charges to recover its own costs, it would 
be allocated in fundamentally the same way the CAISO recovers its own market-
related costs through its Grid Management Charge (GMC).  

These two new charges will supplement, not replace, the current market services 
charge and system operations real-time dispatch charge because they will pass 
through new, separate costs the ROWE. Creating new, separate charges for these 

14 The ROWE’s long-term cost recovery charge will be developed through a separate stakeholder 
process led by ROWE that has yet to begin. 

15 The contemplated commercial loan would not involve the issuance of securities that would be 
subject to Section 204 of the Federal Power Act. 
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costs is preferable to simply adding the ROWE costs onto the CAISO’s existing 
market services charge and the real-time dispatch charge. Creating new charges 
provides market participants and stakeholders with greater transparency and helps 
separate distinct ROWE costs and benefits from CAISO costs and benefits. The 
CAISO would use the currently effective cost-of-service ratios for the GMC charges 
to calculate how the total ROWE costs are allocated between the two new charges. 
This will result in 68% of ROWE start-up costs being charged to the ROWE market 
services charge and 32% to the ROWE system operations real-time dispatch 
charge.16

Based on the 2026 forecasted volumes in these billing determinants, the combined 
new ROWE charges for loan repayment would be less than 2 cents per MWh. 
Presumably, 2028 market volumes will be significantly greater due to a full year 
operation of the EDAM, which would drive these per MWh charges even lower.  

Collecting this rate would enable the CAISO to remit funds to the ROWE to enable it 
to make its payments to the bank. 

E. Stakeholder Process for This Tariff Amendment 

The CAISO conducted a stakeholder process that included a February 12 
stakeholder meeting on the Issue Paper and Draft Final proposal and a March 19 
stakeholder meeting on the Draft Final Proposal. Both meetings were followed by a 
written comment period.17

Stakeholder comments reflect widespread support for the proposal to provide credit 
backing for a commercial loan or line of credit to the ROWE in a principal amount not 
to exceed $8.5 million. During the course of the stakeholder proceeding, 
management responded to requests for additional details about the expected 
financing arrangement. 

Most stakeholders generally supported or did not comment on the CAISO’s cost 
recovery proposal. The California utilities—Pacific Gas & Electric Company, San 
Diego Gas & Electric Company, Southern California Edison Company, and the Cities 
of Anaheim, Azusa, Banning, Colton, Pasadena, and Riverside, California —

16 Today, the CAISO allocates its GMC-related costs among four buckets: 49% as market services, 
23% as system operations real-time dispatch, 26% as system operations balancing authority area 
services, and 2% as congestion revenue rights (CRR) services. Accounting for the removal of the two 
inapplicable cost categories from GMC, and keeping whole numbers, the CAISO would allocate 68% 
of ROWE start-up costs to the ROWE market services charge and 32% to the Regional Organization 
(RO) system operations real-time dispatch charge. 

17 The Draft Final Proposal is contained in attachment C to this filing. Materials related to this 
stakeholder initiative are available on the CAISO website: 
https://stakeholdercenter.caiso.com/StakeholderInitiatives/financial-planning-initiatives-and-
regional-organization-start-up-funding.   
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however, advocated in response to the Issue Paper and Straw Proposal that the 
CAISO should change its proposal in order to assess the charges based solely on 
participation in the real-time market, to the exclusion of the day-ahead market. The 
CPUC Energy Division likewise expressed concern that the proposed allocation 
could disproportionately affect California ratepayers because the CAISO Balancing 
Authority Area (BAA) may bear a larger share of costs under the combined Day-
Ahead and Real-Time allocation approach. The California utilities noted that day-
ahead volumes are substantially larger than the incremental market volumes used 
for real-time balancing transactions, and as a result, participants in the day-ahead 
market will be assessed a greater proportion of the costs for the ROWE than market 
participants that only use the WEIM.  

CAISO management acknowledged that other reasonable and possibly superior cost 
allocation methodologies might be developed given additional time. With that said, 
no viable alternatives had been presented during the stakeholder process, and the 
proposed methodology based on the CAISO’s currently effective cost allocation is 
reasonable and fair for this limited purpose of startup financing. In particular, the 
CAISO believes that it is reasonable to charge more of the limited startup costs to 
market participants in the day-ahead market because they will realize greater benefit 
from the ROWE than those participants who limit their activity to the real-time 
market. 

During their April meetings, the CAISO Board of Governors and the WEM Governing 
Body authorized this tariff amendment filing to establish the cost recovery 
mechanism. 

II. Proposed Tariff Revisions 

This tariff amendment, which establishes a cost recovery mechanism for the loan, 
would become effective shortly before loan repayments commence. This timing is 
intended to both enable the CAISO to collect funds it will need to remit to the ROWE 
for loan repayment, but also delay assessment of the charges until 2028.  

A. Charges to be Established

The CAISO will establish two new settlement charges that will appear on daily 
settlements statements for billing and collection like other settlement charges. Other 
ISOs and regional transmission operators administer and recover costs for affiliated 
stakeholder, governing, and regulatory bodies through such charges.18

18 See, e.g., Organization of PJM States, funded through PJM Schedule 9 – OPSI: OPSI Funding, 
Consumer Advocates of PJM States, funded through PJM Schedule 9 – CAPS: CAPS Funding, New 
England States Committee on Electricity, funded through ISO-NE tariff section IV.A, Schedule 5.  
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The new charges will be structured like the parts of the CAISO’s GMC that are used 
to recover costs for administering the markets, exclusive of BAA-specific costs such 
as transmission planning, interconnection studies, and congestion revenue rights. 
Specifically, the CAISO proposes that the ROWE charges would mirror the 
allocation and assessment methodologies of the market services charge and the 
system operations real-time dispatch charge.19 The new charges – the ROWE start-
up market services charge and the ROWE start-up system operations real-time 
dispatch charge – are established in proposed tariff sections 11.36, 11.36.1, 11.36.2 
and 11.36.3. 

The CAISO selected the GMC charges as models because they allocate similar 
costs, use cost allocation methodologies that have been accepted by the 
Commission, and are familiar to market participants. The market services charge is 
designed to allocate the general costs to the CAISO of implementing and operating 
the markets. The system operations real-time dispatch charge then allocates the 
costs of real-time dispatch services specifically. Because the ROWE would have 
authority over the markets, duplicating the two market-based charges provides an 
appropriate cost allocation methodology.

The CAISO will assess the new ROWE start-up market services charge and ROWE 
system operations real-time dispatch charge to the same market participants that 
pay their GMC analogs in the day-ahead and/or real-time markets today. A market 
participant that transacts in the WEIM only, for example, only incurs GMC costs 
based on its real-time market participation; it is not assessed charges on its base 
schedules because those schedules were not optimized by the day-ahead 
markets.20 In contrast, a market participant in both the day-ahead and real-time 
markets (including EDAM market participants) would be assessed charges in both 
the day-ahead and real-time markets. As such, the CAISO proposes to assess the 
ROWE start-up market services charge to scheduling coordinators based on their 
energy (MWh), virtual energy or demand (MWh), and ancillary services (MW in an 
hour). See proposed Appendix F, Schedule 2, Part A(1). See proposed Appendix F, 
Schedule 2, Part A(1). 

Similarly, the CAISO will assess the ROWE system operations real-time dispatch 
charge to scheduling coordinators based on their supply and demand (MWh) in the 
real-time markets. See Appendix F, Schedule 2, Part A. This rule tracks the 
language of the parallel GMC charge.21

In addition, the CAISO will use a parallel application of the charges to Transmission 
Ownership Rights or “TORs,” which are rights to transmission within the CAISO BAA 

19 See tariff sections 11.22.2.5.1 (Market Services Charge), 11.22.2.5.3 (System Operations Real-
Time Dispatch Charge) and Appendix F Schedule 1 Part A. 

20 See tariff section 29.11(i). 

21 See Appendix F, Schedule 1, Part A(3). 
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that have not been turned over the CAISO’s operational control through the 
Transmission Control Agreement. Effectively, the CAISO assesses GMC on the 
TORs transmission schedules, rather than the generation or demand on either side 
of the use of the transmission.22 The parallel application of the new charges to TORs 
will be governed by proposed tariff section 11.36.4 and Appendix F, Schedule 2, 
Part A (final sentence). 

B. Cap on Total Charges 

The total amount to be recovered through these new charges may not exceed 
$8.5 million plus interest charges on the loan.23 This cap is reflected in tariff 
section 11.36.1 and also in Appendix F, Schedule 2, Part B. 

This cap reflects the Formation Committee’s estimate of the ROWE’s funding 
needs into the first quarter of 2028, when the ROWE is expected to assume its 
governance responsibilities, plus interest on the loan. The CAISO will insist that 
the loan be structured to minimize interest charges by having a short repayment 
schedule (the loan will be repaid during 2028) and a variable interest rate. The 
expected one-year term of the loan is reflected in proposed Appendix F, 
Schedule 2, Part A, which states that the charge will be assessed “in 2028.” 

C. Cash Flow and Defaults 

There will necessarily be some mismatch between the amount collected each 
month through the new charges and the amounts the CAISO will need to remit to 
the ROWE for its upcoming monthly loan repayment. Accordingly, the CAISO 
expects to retain a balance. To avoid commingling the accumulated funds 
associated with ROWE funding with other corporate funds, and to simplify 
accounting for interest earned on the funds collected under the new charges, the 
amounts collected will be transferred to and held in a separate balancing 
account. See proposed tariff section 11.36. 

Funds for the monthly payment to the ROWE will be drawn from the balancing 
account. To allow for the possibility there might not be sufficient funds in the trust 
account during any given month, the CAISO will be authorized to effectively loan 
other corporate funds to the balancing account in amounts not to exceed 
$500,000. If the CAISO needs to contribute such funds to the balancing account, 
the CAISO is authorized to recover the amount contributed to the balancing trust 

22 See tariff section 11.22.4. 

23 It is not possible at this time to calculate the eventual interest amount because the exact repayment 
schedule is unknown and the interest rate will be variable. The interest will be limited by two factors: 
CAISO will insist that the terms of the loan will require full repayment in 2028 and that the interest rate 
must be commercially reasonable. Representatives of the ROWE and the CAISO have 
communicated with multiple banks to ensure that reasonable terms are available. 
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account in a subsequent month, after the rates for the ROWE startup charge are 
adjusted. See proposed tariff section 11.36.  

Because the new charges will appear on the market invoices that the CAISO 
issues weekly, any losses that may result from a payment default on a market 
invoice that includes the new charges would ultimately be allocated across the 
entire CAISO market pro rata.24 In addition, the amounts paid to the balancing 
account would not be affected by any initial allocation of default losses pursuant 
to market participants under tariff section 11.29.17. Rather the balancing account 
would be paid before market participants, similar how the CAISO treats other 
internal accounts, such as the balancing accounts for CRRs or resource 
adequacy availability incentive mechanism (RAAIM).25

D. Monthly Adjustment and Final True Up 

The amounts of the new charges will be calculated based on estimated inputs, and 
thus will require adjustment over time to align with the actual numbers. The 
estimated inputs include the final amount of the loan to be repaid, which could 
change because principal amounts may continue to be drawn during early 2028, and 
also because interest charges will be based on a variable rate of interest. In addition, 
the actual transaction volumes will vary from the forecasted volumes that are used in 
the denominator of the calculation.  

At the start of each month, the CAISO will set or adjust the rates based on the most 
current available information, including principal amounts drawn on the loan, actual 
interest incurred on the loan, projected future interest, and the volumes used in the 
allocation formulae. The monthly adjustment is described in proposed Appendix F, 
Schedule 2, Part B. This monthly adjustment process should minimize the amount 
that the CAISO will ultimately over- or under- collect when the loan is paid.  

The CAISO’s accounting for any remaining amount will depend on whether the 
ROWE is operating. Assuming the ROWE is operating as intended, the over- or 
under- collected amount will be added to or subtracted from the ROWE’s operating 
budget needs in 2029 (which will be established in a separate, later stakeholder 
proceeding). On the other hand, if the ROWE is no longer operating, the CAISO will 
treat the difference in the same manner it treats expense variances from GMC, using 
operating reserves and revenue requirement adjustments through the operating 

24 See generally tariff section 11.29.17 (“… after deducting Grid Management Charge and FERC 
Annual Charges in accordance with Section 11.29.9.6.1 and paying amounts shown as due to 
internal accounts rather than to CAISO Creditors, such as the balancing accounts for CRRs, RAAIM 
or penalties issued under Section 37 ….”)  

25 See proposed revisions to tariff sections 11.29.12, 11.29.17.1 and 11.29.17.3. Internal accounts 
such as the CRR and RAAIM balancing accounts (and the ROWE startup charges) would not be 
subject to the shortfall allocation.  
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reserve credit. This final true-up is described in the last two sentences of proposed 
tariff section 11.36. 

III. Effective Date 

The CAISO requests that the Commission issue an order accepting these 
revisions by August 10, 2026, and make the tariff revisions effective upon five days’ 
prior notice to the Commission. The CAISO expects the amendment will become 
effective January 1, 2028. A contingent effective date is necessary, however, 
because the ROWE will not be able to finalize loan arrangements until after this 
amendment is accepted, and until then there is no certainty that a loan will be made 
or about its terms. It is important the Commission issue an order by August 10, 
2026, to provide the certainty about cost recovery needed for the CAISO to act as a 
guarantor, and thus for the ROWE to finalize a loan to fund its start-up expenses. 

IV. Communications  

Correspondence and other communications regarding this filing should be 
directed to: 

Burton Gross 
  Deputy General Counsel 
Daniel J. Shonkwiler 
  Assistant General Counsel 
California Independent System 
  Operator Corporation  
250 Outcropping Way 
Folsom, CA  95630  
Tel:  (916) 351-4400 
Fax:  (916) 608-7222
dshonkwiler@caiso.com

V. Service 

The CAISO has served copies of this filing on the California Public Utilities 
Commission, the California Energy Commission, and all parties with scheduling 
coordinator agreements under the CAISO tariff.  In addition, the CAISO has 
posted a copy of the filing on the CAISO website. 

VI. Contents of this Filing 

Besides this transmittal letter, this filing includes the following 
attachments:  
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Attachment A  Clean CAISO tariff sheets to implement this tariff 
amendment 

Attachment B  Red-lined CAISO tariff sheets to implement this tariff 
amendment 

Attachment C Draft Final Proposal 

Attachment D Memoranda for WEM Governing Body and CAISO 
Board of Governors 

VII. Conclusion 

For the reasons set forth in this filing, the CAISO respectfully requests that 
the Commission issue an order accepting this tariff amendment August 10, 2026, 
and make the tariff revisions effective upon five days prior notice to the 
Commission. 

Respectfully submitted, 

/s/ Daniel J. Shonkwiler 
Roger E. Collanton 
  General Counsel 
Burton Gross 
  Deputy General Counsel 
Daniel J. Shonkwiler 
  Assistant General Counsel 
California Independent System 
  Operator Corporation 
250 Outcropping Way 
Folsom, CA 95630 

Counsel for the California Independent  
  System Operator Corporation 
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Section 11 

* * * * * 

11.29.12 CAISO’s Responsibilities  

On the due date for payment of amounts shown in an Invoice, the CAISO shall ascertain whether all 

amounts required to be received into the CAISO Clearing Account have been credited to it. If any such 

amount has not been so credited, it shall ascertain which CAISO Debtors have failed to pay the amount 

owed by them and it may, subject to any notice or cure provisions in this Section 11.29, exercise any 

rights available under the CAISO Tariff or under applicable law to recover any overdue amount. The 

obligation of the CAISO to pay CAISO Creditors monies owed for a given billing period shall be limited so 

that the aggregate liability of the CAISO for such payments does not exceed the sum of  

a)  the amounts paid to the CAISO Clearing Account for that billing period,  

b)  additional amounts recovered by the CAISO by enforcing any Financial Security provided 

by a defaulting CAISO Creditor to cover any shortfall for that billing period, and  

c)  amounts transferred to the CAISO Clearing Account from the CAISO Reserve Account 

and the CAISO Penalty Reserve Account pursuant to Section 11.29.9.6.1 to cover any 

shortfall for that billing period  

less GMC due to the CAISO and FERC Annual Charges for the same billing period and amounts shown 

as due to other internal accounts, such as the balancing accounts for CRRs, RAAIM, ROWE start-up 

charges established in Section 11.36, or penalties issues under Section 37, and adjusted to account for 

the application of Section 11.29.10.2 to Payment Advices.

* * * * * 

11.29.17.1 Pro Rata Reduction to Payments  

If it is not possible to clear the CAISO Clearing Account on a Payment Date because of nonpayment by a 

CAISO Debtor, which cannot be covered using funds available in the CAISO Reserve Account or the 



CAISO Penalty Reserve Account, or by enforcing any Financial Security provided by a defaulting CAISO 

Debtor, the CAISO shall, after deducting Grid Management Charge and FERC Annual Charges in 

accordance with Section 11.29.9.6.1 and paying amounts shown as due to internal accounts rather than 

to CAISO Creditors, such as the balancing accounts for CRRs, RAAIM, ROWE start-up charges 

established in Section 11.36, or penalties issued under Section 37, (1) first pay in full every CAISO 

Creditor whose net amounts receivable on the relevant Payment Date is less than $5,000; and (2) 

second, reduce payments to all remaining CAISO Creditors proportionately to the net amounts payable to 

them on the relevant Payment Date to the extent necessary to clear the CAISO Clearing Account through 

a shortfall allocation.  Except to the extent a payment default is on an Invoice that was separate from 

other market activity under Section 11.29.10.3, each payment default amount allocated to CAISO 

Creditors through a shortfall allocation under this Section 11.29.17.1 that remains unpaid by the 

defaulting CAISO Debtor will be allocated as set forth in Section 11.29.17.2.  The provisions of this 

Section 11.29.17.1 shall not apply to the extent the CAISO invokes Section 11.29.11 to direct a CAISO 

Debtor to not pay charges that are verifiably erroneous, or to non-payment of any penalty amount that a 

Scheduling Coordinator or CRR Holder has disputed and FERC has specifically authorized the 

Scheduling Coordinator or CRR Holder to net its payment to the CAISO by the amount of the penalty in 

question in accordance with Section 37.9.3. 

* * * * * 

11.29.17.3 Payment of Defaulted Receivables  

Collections or any other receipt of defaulted receivables (other than Interest) will be distributed according 

to the following priorities: First, to any GMC that the CAISO did not receive as a result of any debtor’s 

defaults. Second, to any FERC Annual Charges that were not received as a result of any debtor’s 

defaults. Third, to any internal accounts, for example balancing accounts for CRRs, RAAIM or ROWE 

start-up charges established in Section 11.36, that were not paid in full as a result of the debtor’s defaults. 

Fourth, to the CAISO Reserve Account to the extent funds were used to cover the debtor’s payment 

default.



* * * * * 

11.36 ROWE Start-up Charges 

The CAISO will charge Scheduling Coordinators to recover the costs of repaying the loan obtained by the 

ROWE for its start-up financing. Revenue in each weekly clearing relating to the ROWE start-up charges 

will be transferred to the ROWE start-up charges balancing account. Except as otherwise described in 

this section, funds from the ROWE start-up charges balancing account will be used to facilitate repayment 

of the ROWE’s loan for its start-up financing, either by transferring to the ROWE the amount necessary 

for the ROWE to submit its monthly payment on the loan or making a monthly payment directly to the 

lender. If necessary to help make a monthly payment to the bank the CAISO may transfer other corporate 

funds in amounts no greater than $500,000 to the ROWE start-up charges balancing account, in which 

case CAISO may recover the other corporate funds it contributed after rates are adjusted in accordance 

with Appendix F, Schedule 2. After the ROWE’s loan for its start-up financing is repaid in full, the 

remaining balance of the ROWE start-up charges balancing account will be added to or subtracted from, 

as the case may be, the ROWE’s funding for the next fiscal year. If the ROWE is not operating, this 

difference will be resolved in the same manner the CAISO resolves variances in GMC revenue, using the 

CAISO Operating Reserve Account.  

11.36.1 Allocation of the ROWE Start-up Charges Among Scheduling Coordinators  

ROWE start-up charges will be recovered through two service charges, the ROWE start-up market 

services charge and the ROWE start-up system operations real-time dispatch charge, according to the 

formulae in Appendix F, Schedule 2, Part A.  The costs recovered through these charges shall not 

exceed $8.5 million, plus interest.  As described in the Business Practice Manual, the CAISO assesses 

these charges separately on all Scheduling Coordinators based on their virtual awards, energy, or 

ancillary services, as applicable, consistent with the formulae set out in Appendix F, Schedule 2, Part A. 

11.36.2 ROWE Start-up Market Services Charge  



The CAISO will calculate the ROWE start-up market services charge for each Scheduling Coordinator is 

calculated according to the formula in Appendix F, Schedule 2, Part A. 

11.36.3 ROWE Start-up System Operations Real-Time Dispatch Charge 

The CAISO will calculate the ROWE start-up system operations real-time dispatch charge for each 

Scheduling Coordinator according to the formula in Appendix F, Schedule 2, Part A. 

11.36.4 TOR-specific Charges  

In lieu of the ROWE start-up charges set forth in Sections 11.36.2 and 11.36.3, the CAISO will assess a 

specific ROWE start-up rate on TORs according to the formula set forth in Appendix F, Schedule 2, Part 

A.  The CAISO will assess TORs based on the minimum of a Scheduling Coordinator’s TOR supply or 

TOR demand per Settlement Interval. The CAISO will credit amounts recovered through the TOR charge 

against the revenue requirement for the ROWE start-up charges. 

* * * * * 

Appendix A 

- ROWE  

The Regional Organization for Western Energy. 

* * * * * 



Appendix F Rate Schedules 

* * * * * 

Schedule 2 

Regional Organization for Western Energy Charges 

Part A – Calculation of ROWE Start-up Charges 

The ROWE start-up charges consist of the following separate service charges, to be assessed in 2028: 
(1) the ROWE start-up market services charge; and (2) the ROWE start-up system operations real-time 
dispatch charge. The CAISO will allocate the estimated ROWE repayment amount to the charges as 
follows: sixty-eight (68) percent to the ROWE start-up market services charge, and thirty-two (32) percent 
to the ROWE start-up system operations real-time dispatch charge.  

1. The rate for the ROWE start-up market services charge will be calculated by dividing the 
estimated ROWE repayment amount allocated to this charge by the forecast amounts for 
the remainder of 2028 of the following: gross absolute value of MW per hour of Ancillary 
Services capacity awarded in the Day-Ahead and Real-Time Markets, MWh of Energy 
cleared in the Day-Ahead market, Virtual Demand Award, Virtual Supply Award, and 
FMM Instructed Imbalance Energy and RTD Instructed Imbalance Energy, less the 
forecast annual gross absolute value of such Energy as may be excluded for a load 
following MSS pursuant to an MSS agreement, Standard Ramping Energy, Regulation 
Energy, Ramping Energy Deviation, Residual Imbalance Energy, Exceptional Dispatch 
Energy and Operational Adjustments for the Day-Ahead and Real-Time. 

2. The rate for the ROWE start-up system operations real-time dispatch charge will be 
calculated by dividing the estimated ROWE repayment amount allocated to this service 
category net the proportional projected TOR Charges by the forecast amount for the 
remainder of 2028 of the following: gross absolute value of MWh of real-time energy 
flows of CAISO, EIM, and EDAM Market Participants. 

The CAISO will assess TORs on the minimum of a Scheduling Coordinator’s TOR supply or TOR 
demand per Settlement Interval, consistent with the CAISO’s assessment of GMC on TORs.  

Part B – Monthly Adjustment 

On a monthly basis, the CAISO will recalculate the estimated ROWE repayment amount to reflect the 
current principal amount of the ROWE’s loan, additional principal amounts the ROWE is expected to 
draw, the current balance of the ROWE start-up charge balancing account, accrued interest to date and 
forecasted interest for the remaining term of the loan, provided that the total amount to be recovered 
through the ROWE start-up charges may not exceed $8.5 million plus interest. The ROWE start-up 
charges will be adjusted automatically on a monthly basis, up or down, according to the formulae listed in 
Part A of this Appendix F, Schedule 2. Such adjustment will be effective the first day of the next calendar 
month.  

* * * * * 
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Section 11 

* * * * * 

11.29.12 CAISO’s Responsibilities  

On the due date for payment of amounts shown in an Invoice, the CAISO shall ascertain whether all 

amounts required to be received into the CAISO Clearing Account have been credited to it. If any such 

amount has not been so credited, it shall ascertain which CAISO Debtors have failed to pay the amount 

owed by them and it may, subject to any notice or cure provisions in this Section 11.29, exercise any 

rights available under the CAISO Tariff or under applicable law to recover any overdue amount. The 

obligation of the CAISO to pay CAISO Creditors monies owed for a given billing period shall be limited so 

that the aggregate liability of the CAISO for such payments does not exceed the sum of  

a)  the amounts paid to the CAISO Clearing Account for that billing period,  

b)  additional amounts recovered by the CAISO by enforcing any Financial Security provided 

by a defaulting CAISO Creditor to cover any shortfall for that billing period, and  

c)  amounts transferred to the CAISO Clearing Account from the CAISO Reserve Account 

and the CAISO Penalty Reserve Account pursuant to Section 11.29.9.6.1 to cover any 

shortfall for that billing period  

less GMC due to the CAISO and FERC Annual Charges for the same billing period and amounts shown 

as due to other internal accounts, such as the balancing accounts for CRRs, RAAIM, ROWE start-up 

charges established in Section 11.36, or penalties issues under Section 37, and adjusted to account for 

the application of Section 11.29.10.2 to Payment Advices.

* * * * * 

11.29.17.1 Pro Rata Reduction to Payments  

If it is not possible to clear the CAISO Clearing Account on a Payment Date because of nonpayment by a 

CAISO Debtor, which cannot be covered using funds available in the CAISO Reserve Account or the 



CAISO Penalty Reserve Account, or by enforcing any Financial Security provided by a defaulting CAISO 

Debtor, the CAISO shall, after deducting Grid Management Charge and FERC Annual Charges in 

accordance with Section 11.29.9.6.1 and paying amounts shown as due to internal accounts rather than 

to CAISO Creditors, such as the balancing accounts for CRRs, RAAIM, ROWE start-up charges 

established in Section 11.36, or penalties issued under Section 37, (1) first pay in full every CAISO 

Creditor whose net amounts receivable on the relevant Payment Date is less than $5,000; and (2) 

second, reduce payments to all remaining CAISO Creditors proportionately to the net amounts payable to 

them on the relevant Payment Date to the extent necessary to clear the CAISO Clearing Account through 

a shortfall allocation.  Except to the extent a payment default is on an Invoice that was separate from 

other market activity under Section 11.29.10.3, each payment default amount allocated to CAISO 

Creditors through a shortfall allocation under this Section 11.29.17.1 that remains unpaid by the 

defaulting CAISO Debtor will be allocated as set forth in Section 11.29.17.2.  The provisions of this 

Section 11.29.17.1 shall not apply to the extent the CAISO invokes Section 11.29.11 to direct a CAISO 

Debtor to not pay charges that are verifiably erroneous, or to non-payment of any penalty amount that a 

Scheduling Coordinator or CRR Holder has disputed and FERC has specifically authorized the 

Scheduling Coordinator or CRR Holder to net its payment to the CAISO by the amount of the penalty in 

question in accordance with Section 37.9.3. 

* * * * * 

11.29.17.3 Payment of Defaulted Receivables  

Collections or any other receipt of defaulted receivables (other than Interest) will be distributed according 

to the following priorities: First, to any GMC that the CAISO did not receive as a result of any debtor’s 

defaults. Second, to any FERC Annual Charges that were not received as a result of any debtor’s 

defaults. Third, to any internal accounts, for example balancing accounts for CRRs, or RAAIM or ROWE 

start-up charges established in Section 11.36, that were not paid in full as a result of the debtor’s defaults. 

Fourth, to the CAISO Reserve Account to the extent funds were used to cover the debtor’s payment 

default.



* * * * * 

11.36 ROWE Start-up Charges 

The CAISO will charge Scheduling Coordinators to recover the costs of repaying the loan obtained by the 

ROWE for its start-up financing. Revenue in each weekly clearing relating to the ROWE start-up charges 

will be transferred to the ROWE start-up charges balancing account. Except as otherwise described in 

this section, funds from the ROWE start-up charges balancing account will be used to facilitate repayment 

of the ROWE’s loan for its start-up financing, either by transferring to the ROWE the amount necessary 

for the ROWE to submit its monthly payment on the loan or making a monthly payment directly to the 

lender. If necessary to help make a monthly payment to the bank the CAISO may transfer other corporate 

funds in amounts no greater than $500,000 to the ROWE start-up charges balancing account, in which 

case CAISO may recover the other corporate funds it contributed after rates are adjusted in accordance 

with Appendix F, Schedule 2. After the ROWE’s loan for its start-up financing is repaid in full, the 

remaining balance of the ROWE start-up charges balancing account will be added to or subtracted from, 

as the case may be, the ROWE’s funding for the next fiscal year. If the ROWE is not operating, this 

difference will be resolved in the same manner the CAISO resolves variances in GMC revenue, using the 

CAISO Operating Reserve Account.  

11.36.1 Allocation of the ROWE Start-up Charges Among Scheduling Coordinators  

ROWE start-up charges will be recovered through two service charges, the ROWE start-up market 

services charge and the ROWE start-up system operations real-time dispatch charge, according to the 

formulae in Appendix F, Schedule 2, Part A.  The costs recovered through these charges shall not 

exceed $8.5 million, plus interest.  As described in the Business Practice Manual, the CAISO assesses 

these charges separately on all Scheduling Coordinators based on their virtual awards, energy, or 

ancillary services, as applicable, consistent with the formulae set out in Appendix F, Schedule 2, Part A. 

11.36.2 ROWE Start-up Market Services Charge  



The CAISO will calculate the ROWE start-up market services charge for each Scheduling Coordinator is 

calculated according to the formula in Appendix F, Schedule 2, Part A. 

11.36.3 ROWE Start-up System Operations Real-Time Dispatch Charge 

The CAISO will calculate the ROWE start-up system operations real-time dispatch charge for each 

Scheduling Coordinator according to the formula in Appendix F, Schedule 2, Part A. 

11.36.4 TOR-specific Charges  

In lieu of the ROWE start-up charges set forth in Sections 11.36.2 and 11.36.3, the CAISO will assess a 

specific ROWE start-up rate on TORs according to the formula set forth in Appendix F, Schedule 2, Part 

A.  The CAISO will assess TORs based on the minimum of a Scheduling Coordinator’s TOR supply or 

TOR demand per Settlement Interval. The CAISO will credit amounts recovered through the TOR charge 

against the revenue requirement for the ROWE start-up charges. 

* * * * * 

Appendix A 

- ROWE  

The Regional Organization for Western Energy.

* * * * * 



Appendix F Rate Schedules 

* * * * * 

Schedule 2 

[Not Used]Regional Organization for Western Energy Charges 

Part A – Calculation of ROWE Start-up Charges 

The ROWE start-up charges consist of the following separate service charges, to be assessed in 2028: 
(1) the ROWE start-up market services charge; and (2) the ROWE start-up system operations real-time 
dispatch charge. The CAISO will allocate the estimated ROWE repayment amount to the charges as 
follows: sixty-eight (68) percent to the ROWE start-up market services charge, and thirty-two (32) percent 
to the ROWE start-up system operations real-time dispatch charge.  

1. The rate for the ROWE start-up market services charge will be calculated by dividing the 
estimated ROWE repayment amount allocated to this charge by the forecast amounts for 
the remainder of 2028 of the following: gross absolute value of MW per hour of Ancillary 
Services capacity awarded in the Day-Ahead and Real-Time Markets, MWh of Energy 
cleared in the Day-Ahead market, Virtual Demand Award, Virtual Supply Award, and 
FMM Instructed Imbalance Energy and RTD Instructed Imbalance Energy, less the 
forecast annual gross absolute value of such Energy as may be excluded for a load 
following MSS pursuant to an MSS agreement, Standard Ramping Energy, Regulation 
Energy, Ramping Energy Deviation, Residual Imbalance Energy, Exceptional Dispatch 
Energy and Operational Adjustments for the Day-Ahead and Real-Time. 

2. The rate for the ROWE start-up system operations real-time dispatch charge will be 
calculated by dividing the estimated ROWE repayment amount allocated to this service 
category net the proportional projected TOR Charges by the forecast amount for the 
remainder of 2028 of the following: gross absolute value of MWh of real-time energy 
flows of CAISO, EIM, and EDAM Market Participants. 

The CAISO will assess TORs on the minimum of a Scheduling Coordinator’s TOR supply or TOR 
demand per Settlement Interval, consistent with the CAISO’s assessment of GMC on TORs.  

Part B – Monthly Adjustment 

On a monthly basis, the CAISO will recalculate the estimated ROWE repayment amount to reflect the 
current principal amount of the ROWE’s loan, additional principal amounts the ROWE is expected to 
draw, the current balance of the ROWE start-up charge balancing account, accrued interest to date and 
forecasted interest for the remaining term of the loan, provided that the total amount to be recovered 
through the ROWE start-up charges may not exceed $8.5 million plus interest. The ROWE start-up 
charges will be adjusted automatically on a monthly basis, up or down, according to the formulae listed in 
Part A of this Appendix F, Schedule 2. Such adjustment will be effective the first day of the next calendar 
month.  

* * * * * 
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Attachment D – Board Memo 

Tariff Amendment – Startup Funding for the Regional Organization for Western Energy  

California Independent System Operator Corporation 

June 11, 2026 
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