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California Independent System Operator Corporation 

May 22, 2026 

The Honorable Debbie-Anne A. Reese  
Secretary 
Federal Energy Regulatory Commission 
888 First Street, NE 
Washington, DC 20426 

Re: California Independent System Operator Corporation 
Docket No. ER 26-____-000 

Cost-of-Service Study Deferral and Cost Cap Update 

Dear Secretary Bose: 

The California Independent System Operator Corporation (CAISO) submits this 
tariff amendment to align its triennial cost-of-service study and administrative revenue 
cost cap with the launch of the Extended Day-Ahead Market (EDAM).1  The amendment 
(1) defers the 2026 cost-of-service study by two years, and (2) updates the CAISO’s 
Grid Management Charge (GMC) revenue requirement cap for 2027 and 2028.2  These 
proposals are intended to ensure that the CAISO’s cost recovery framework remains 
aligned with evolving market conditions, including the implementation of the EDAM.  
They also ensure the CAISO will maintain financial stability during this critical period for 
the CAISO and the West.  Although the CAISO could have petitioned the Commission 
to waive the relevant tariff provisions for a limited period, the CAISO conducted a 
stakeholder initiative and received Governing Body approval to submit these changes 
as tariff revisions under Section 205 of the Federal Power Act.3  Stakeholders broadly 
supported the proposed revisions.  The Commission should approve them as just and 
reasonable. 

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. 

2 The GMC and the instant filing only pertain to the CAISO’s own administrative costs.  They should not 
be confused with the CAISO’s Transmission Access Charges (TAC), which recover transmission owner costs 
for the CAISO Controlled Grid.   

3 https://stakeholdercenter.caiso.com/StakeholderInitiatives/financial-planning-initiatives-and-regional-
organization-start-up-funding.  The CAISO conducted this stakeholder initiative simultaneously with an 
examination of how to financially establish and allocate costs for the new regional organization for western 
energy; however, the tariff revisions in the instant filing are unrelated and independent.  
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I. Deferral of Cost-of-Service Study  

The CAISO tariff currently requires the CAISO to perform its cost-of-service study 
every three years to recalibrate the service charge percentages and update the rates for 
the various fees and charges that make up the GMC.4  The cost-of-service study 
examines the prior financial year to project future costs and reset allocation structures 
as needed.  Under the current tariff schedule, the next cost-of-service study would be 
conducted in 2026, examining 2025 data.  However, with the recent launch of EDAM, a 
study conducted now would rely on pre-EDAM data, inaccurately reflecting operational 
conditions and cost drivers.  This “bad data in” would likely result in improper changes 
to GMC structures, unnecessarily changing the status quo at the wrong time.  Moreover, 
the cost-of-service study is a significant yearlong effort for the CAISO, requiring 
thousands of man-hours across every department.  The time and costs would likely be 
for no gain because the CAISO needs to conduct the next cost-of-service study once a 
full year of financial data with EDAM is available.  Only then will the CAISO have an 
accurate data set to project any necessary changes to its current cost allocation 
structures.  The CAISO therefore proposes to extend the timing of the next study to 
2028, when a full year of EDAM operational data will be available.5  Conducting the 
study on this timeline will improve the accuracy of cost allocation outcomes and reduce 
the likelihood that subsequent adjustments would be required.  Extending the study to 
2028 allows the CAISO to incorporate a full year of EDAM operations from 2027, 
resulting in more representative cost allocation outcomes. The CAISO will rely on its 
existing, Commission-approved cost allocation structures in the meantime. 

II. GMC Revenue Requirement Increase  

Although the CAISO is a 501(c)(3) non-profit entity and utilizes a formula rate, it 
also maintains a firm cap on its revenue requirement to promote transparency and 
ensure year-over-year consistency.6  Currently, the CAISO has a revenue requirement 
cap of $250 million.  Although the existing cap is sufficient for 2026, inflation, forecasted 
increases in operations and maintenance costs, the re-inclusion of cash-funded capital 
beginning in 2027, reduced revenue offsets, and evolving market participation 
necessitate increases in the cap before the next cost-of-service study.  The CAISO has 
included a specific breakdown of how these cost increases affect the CAISO’s budget 
over the next two years in Attachment C. 

4 Appendix F, Part A of the CAISO tariff.  For a detailed explanation of the cost-of-service study, see
CAISO, 2023 Grid Management Charge – Cost-of-Service Study Update, Docket No. ER23-2974-000 (Sep. 
29, 2023), available at https://www.caiso.com/documents/sep29-2023-tariffamendment-gridmanagementcost-
costofservicestudy-er23-2974.pdf.  

5 Proposed revision to Appendix F, Part A of the CAISO tariff.  

6 Section 11.22.2.5 of the CAISO tariff. 
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To avoid revenue deficiencies, the CAISO proposes to revise its tariff to increase 
the revenue requirement cap to $305 million in 2027, and $320.3 million in 2028 and 
thereafter.7  These increases will avoid the need to exhaust reserves or risk losses. The 
increase in 2027—approximately 20 percent relative to 2026—is primarily driven by the 
re-inclusion of capital costs that were funded through reserves in 2026, and therefore 
reflects a timing shift rather than a structural increase in ongoing costs.  The CAISO’s 
proposed adjustments are intended solely to ensure that the CAISO’s tariff provides 
sufficient flexibility to recover its approved annual revenue requirement during the 
interim period before the next cost-of-service study.  Following this transition, revenue 
requirement growth is expected to return to levels more consistent with historical trends.  
Although the total revenue requirement is projected to increase, this does not 
necessarily translate to higher rates or costs for market participants.  As EDAM 
participation expands and billing determinants increase, costs are expected to be 
spread across a broader base, which may mitigate or offset any rate impacts.   

III. Effective Date  

The CAISO respectfully requests that the Commission approve these tariff 
revisions as just and reasonable effective July 22, 2026, 61 days from today. 

IV. Communications  

In accordance with Rule 203(b) of the Commission’s Rules of Practice and 
Procedure,8 communications regarding this filing should be addressed to the following 
individuals, whose names should be put on the official service list established by the 
Commission with respect to this submittal: 

William H. Weaver  
  Assistant General Counsel 
California Independent System Operator Corporation 
250 Outcropping Way 
Folsom, CA 95630 
Tel:  (916) 351-4400 
Fax: (916) 608-7222 
Email: bweaver@caiso.com

V. Service  

The CAISO has served copies of this transmittal letter, and all attachments, on 
the California Public Utilities Commission, the California Energy Commission, and all 
parties with effective Scheduling Coordinator Service Agreements under the CAISO 

7 Proposed revisions to Section 11.22.2.5 of the CAISO tariff. 

8 18 C.F.R. § 385.203(b). 
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Tariff.  In addition, the CAISO is posting this transmittal letter and all attachments on the 
CAISO website. 

VI. Attachments  

The following attachments, in addition to this transmittal letter, support the instant 
filing: 

Attachment A Clean CAISO tariff incorporating the proposed tariff 
changes  

Attachment B Marked red-lined document showing the revisions 
containing the proposed tariff changes9

Attachment C Draft Final Proposal 

Attachment D Memorandum to Western Energy Markets Governing 
Body  

VII. Conclusion 

For the foregoing reasons, the Commission should accept the proposed tariff 
changes contained in the instant filing.  Please contact the undersigned if you have any 
questions regarding this matter. 

Respectfully submitted,  

/s/ William H. Weaver
Roger E. Collanton

General Counsel
William H. Weaver

Assistant General Counsel
California Independent System 
Operator Corporation 
250 Outcropping Way 
Folsom, CA 95630

Counsel for the California Independent
System Operator

9 The baseline language for the tariff record for Appendix F in this filing was accepted in docket number 
ER24-2687-000 (v. 30.0.0) and includes the reconciliation of overlapping changes accepted by FERC in 
docket numbers ER23-2686-000 (v. 26.0.0) and ER23-2974-000 (v. 28.0.0).  
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11.22 Grid Management Charge  

* * * * * 

11.22.2.5 Allocation of the GMC Among Scheduling Coordinators  

The costs will be allocated to the service charges that comprise the Grid Management Charge according 

to the formula in Appendix F, Schedule 1, Part A.  The costs recovered through the Grid Management 

Charge shall not exceed $250 million for 2026, $305 million in 2027, and $320.3 million in 2028 and 

thereafter unless the CAISO submits a tariff amendment increasing this amount pursuant to Section 205 

of the FPA and FERC accepts such amendment.  The service charges, as described in more detail in 

Appendix F, Schedule 1, Part A, are as follows: 

(a) Market Services Charge; 

(b) System Operations Charge (for 2024 and 2025);   

(c) System Operations Real-Time Dispatch Charge (for 2026 and thereafter); 

(d) System Operations Balancing Authority Area Services Charge (for 2026 and thereafter); 

and    

(e) CRR Services Charge. 

As described in the Business Practice Manual, the CAISO assesses these charges separately on all 

Scheduling Coordinators based on their demand, energy, or ancillary services, as applicable, consistent 

with the formulae set out in Appendix F, Schedule 1, Part A. 

* * * * * 



Appendix F Rate Schedules 

Schedule 1 

Grid Management Charge 

Part A – Calculation of Grid Management Charge (GMC) 

The GMC consists of the following separate service charges for 2024 and 2025:  (1) the Market Services 
Charge; (2) the System Operations Charge; and (3) the CRR Services Charge.  The GMC revenue 
requirement, determined in accordance with Part C of this Schedule 1, will be allocated to the service 
charges specified in Part A of this Schedule 1 as follows: forty-nine (49) percent to Market Services; forty-
nine (49) percent to System Operations; and two (2) percent to CRR Services.  Beginning in 2026, the 
GMC will consist of the following separate service charges: (1) the Market Services Charge; (2) the 
System Operations Real-Time Dispatch Charge; (3) the System Operations Balancing Authority Area 
Services Charge; and (4) the CRR Services Charge.  The GMC revenue requirement, determined in 
accordance with Part C of this Schedule 1, will be allocated to the service charges specified in Part A of 
this Schedule 1 as follows: forty-nine (49) percent to Market Services; twenty-three (23) percent to 
System Operations Real-Time Dispatch Charge; twenty-six (26) percent to System Operations Balancing 
Authority Area Services Charge; and two (2) percent to CRR Services. 

Every three (3) years, the CAISO will conduct an updated cost of service study, in consultation with 
stakeholders and using costs from the previous year.  Notwithstanding the foregoing, the CAISO will not 
conduct a cost-of-service study in 2026 or 2027.  The CAISO will resume cost-of-service studies every 
three (3) years beginning with a cost-of-service study in 2028.  In conducting each cost-of-service study, 
the CAISO will recalculate the service charge percentages and the rates for the fees and charges that 
constitute the Grid Management Charge as set forth in Section 11.22.  In addition, the cost-of-service 
study results will be used to update the RC Funding Percentage used to calculate the annual RC Funding 
Requirement, as well as the real-time percentages of the Market Services Charge.  The cost-of-service 
study results will also be used to update the real-time market percentage used to calculate the EDAM 
System Operations charge.  If, based on the cost-of-service study results, the service category revenue 
requirement allocation percentages or the level of fees and charges have changed, the CAISO will submit 
tariff amendments to reflect such changes pursuant to Section 205 of the FPA. 

* * * * * 
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11.22 Grid Management Charge  

* * * * * 

11.22.2.5 Allocation of the GMC Among Scheduling Coordinators  

The costs will be allocated to the service charges that comprise the Grid Management Charge according 

to the formula in Appendix F, Schedule 1, Part A.  The costs recovered through the Grid Management 

Charge shall not exceed $202 million for 2024, $245 million for 2025, and $250 million for 2026, $305 

million in 2027, and $320.3 million in 2028 and thereafter unless the CAISO submits a tariff amendment 

increasing this amount pursuant to Section 205 of the FPA and FERC accepts such amendment.  The 

service charges, as described in more detail in Appendix F, Schedule 1, Part A, are as follows: 

(a) Market Services Charge; 

(b) System Operations Charge (for 2024 and 2025);   

(c) System Operations Real-Time Dispatch Charge (for 2026 and thereafter); 

(d) System Operations Balancing Authority Area Services Charge (for 2026 and thereafter); 

and    

(e) CRR Services Charge. 

As described in the Business Practice Manual, the CAISO assesses these charges separately on all 

Scheduling Coordinators based on their demand, energy, or ancillary services, as applicable, consistent 

with the formulae set out in Appendix F, Schedule 1, Part A. 

* * * * * 



Appendix F Rate Schedules 

Schedule 1 

Grid Management Charge 

Part A – Calculation of Grid Management Charge (GMC) 

The GMC consists of the following separate service charges for 2024 and 2025:  (1) the Market Services 
Charge; (2) the System Operations Charge; and (3) the CRR Services Charge.  The GMC revenue 
requirement, determined in accordance with Part C of this Schedule 1, will be allocated to the service 
charges specified in Part A of this Schedule 1 as follows: forty-nine (49) percent to Market Services; forty-
nine (49) percent to System Operations; and two (2) percent to CRR Services.  Beginning in 2026, the 
GMC will consist of the following separate service charges: (1) the Market Services Charge; (2) the 
System Operations Real-Time Dispatch Charge; (3) the System Operations Balancing Authority Area 
Services Charge; and (4) the CRR Services Charge.  The GMC revenue requirement, determined in 
accordance with Part C of this Schedule 1, will be allocated to the service charges specified in Part A of 
this Schedule 1 as follows: forty-nine (49) percent to Market Services; twenty-three (23) percent to 
System Operations Real-Time Dispatch Charge; twenty-six (26) percent to System Operations Balancing 
Authority Area Services Charge; and two (2) percent to CRR Services. 

Every three (3) years, the CAISO will conduct an updated cost of service study, in consultation with 
stakeholders and using costs from the previous year.  Notwithstanding the foregoing, the CAISO will not 
conduct a cost-of-service study in 2026 or 2027.  The CAISO will resume cost-of-service studies every 
three (3) years beginning with a cost-of-service study in 2028.  In conducting each cost-of-service study, 
the CAISO will recalculate the service charge percentages and the rates for the fees and charges that 
constitute the Grid Management Charge as set forth in Section 11.22.  In addition, the cost-of-service 
study results will be used to update the RC Funding Percentage used to calculate the annual RC Funding 
Requirement, as well as the real-time percentages of the Market Services Charge.  The cost-of-service 
study results will also be used to update the real-time market percentage used to calculate the EDAM 
System Operations charge.  If, based on the cost-of-service study results, the service category revenue 
requirement allocation percentages or the level of fees and charges have changed, the CAISO will submit 
tariff amendments to reflect such changes pursuant to Section 205 of the FPA. 

* * * * * 
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Attachment D – Board Memo 

Tariff Amendment – Cost-of-Service Study Deferral and Cost Cap Update  

California Independent System Operator Corporation 
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