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OUTLINE 

 
·  Budget Timeline 
·  GMC Rates Determination  
·  Budget Approach / Goal 
·  Components of ISO Revenue Requirement 

 '000 Omitted 
2005      Proposed 2006 

O&M Budget    $146,803      $133,880 
Debt Service    $  84,564      $  82,038 
Expense Recovery   ($   4,498)     ($    5,149) 
Operating Reserve   ($ 18,709)     ($  28,085) 
Total Revenue Req.   $208,160       $182,684 

 

·  ISO Spending Trend 
 

·  Divisional Budget Summary 
 

·  Divisional Budget Overviews 
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FY2006 BUDGET TIMELINE  
     

 ** Meeting date not yet set. 
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ISO REVENUE REQUIREMENT 
and the determination of GMC rates 

Debt Service 

O&M Budget 

Operating Reserve 

ISO Costs 
 

Costs of ISO Services 

Market Usage 

Cong. Mgmt. 

Category Costs 

Bil l ing Determinant 
Volume

Unbundled Rates 

= $/MWh 

ETS - Energy 

Forward Scheduling. 

Sett . Mtrg , Client  Rel . 

CRS Demand-Off Peak 

CRS - Export
s 

ETS - Deviations 

CRS Demand - Peak 

Note:  GMC Billing Determinant forecasts for 2006 have not been completed. Upon completion (expected by mid-
September), forecasts and resulting GMC rates will be posted for stakeholder comment.   
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ISO BUDGET GOAL / APPROACH  

 
·  Organizational Alignment effort resulted in new Divisions/departments with staffing sized to 

projected workload.  This effort preceded, and substantially impacted the budgeting process. 
 

·  Budgeting Guidance/Requirements 
- O&M budget consistent with the organizational alignment of all business lines.  
- Complies with 2004 GMC Settlement 

 

·  Approach:  each department prepared…. 
- 1.  Base budget:  essential funding based on 2006 responsibilities 
- 2.  Incremental Programs: other potential funding for existing or new needs,  

     separately reviewed and prioritized by Officer team. 
3.  Decremental Programs: cost saving opportunities addressed by Officer team. 

 
·  Results 

- Management recommended O&M budget of $133.9 million, $12.9 million (9%) below the 
2005 budget of $146.8 million. 

- Overall revenue requirement reduced substantially from 2005, by about $25.5 million (12%). 
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OPERATING & MAINTENANCE BUDGET COMPARISONS ($ in '000)  

Expenses by Type
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FY2005  Operating Budget

FY2006  Proposed Budget

FY2005  
Operating 

Budget

FY2006  
Proposed 

Budget

Amount 
Change

% Change 

Salaries and Benefits 85,716$        76,924$          (8,792)$        -10%
Bldg, Lease & Facility Costs 8,506            8,491              (15)               0%
Insurance 1,909            1,974              65                3%
Third Party Vendor Contracts 28,699          27,717            (983)             -3%
Professional & Consulting Services 6,155            5,050              (1,105)          -18%
Audit, Legal  &  Regulatory 8,250            7,259              (991)             -12%
Training and Travel 4,164            3,968              (196)             -5%
Miscellaneous 3,403            2,498              (905)             -27%

Total O&M Budget 146,803$      133,880$        -$12,923 -9%
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STAFFING LEVELS  
 

 
 

·  Changes by Division are not shown due to the July 2005 organizational alignment effort. This resulted in the 
transfer of several departments, the establishment of new functions, and staffing levels based on functional 
requirements. 

 

CAISO Division FY2005  
Authorized 

Staffing

Changes FY2006  
Authorized 

Staffing

Chief Executive Officer / Market Monitoring 17                
VP Planning & Infrastructure Development 47                
Chief Financial Officer & VP Corp. Services 71                
Chief Information Officer 96                
VP of Operations 202              
Corporate Counsel & VP Legal Affairs 22                
VP Market Development & Program Man. 22                
VP External Relations 39                
Total FTE 611          (95)               516              
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Notes: 
 

o Annual Operating Reserve collection is 25% of debt service.  When the Operating Reserve balance reaches 15% of the subsequent 
year’s budgeted O&M level, any excess funds are applied against the revenue requirement.

DEBT SERVICE AND 
OPERATING RESERVE COLLECTION

($'000 omitted) 

43,340

84,564

16,913

24,535

43,116

82,038

16,408
22,291
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Total

2005
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Notes: 

o Costs of capital budget are funded by the 2004 Bond issuance, and accordingly are not directly funded through the revenue 
requirement. 

o Budget for MRTU represents an allocation to 2006 of the project budget of $139 million.  Allocation subject to change 
depending on 2005 project progress. 

 

 

Capital Budget Comparison 
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Redesign 

Other capital 
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EXPENSE RECOVERY BUDGET  

 
 
 
 
 
 
 
 
 
 
Note: 

1. Miscellaneous revenue consists of SC application fees, training fees, wind-program fees, etc. 

FY2005  
Budget

FY2006  
Proposed 

Budget

 Amount 
Change

% Change 

Interest Earned on Operating Funds 1,050$          1,470$            420$            40%
Miscelleneous Revenue 120               75                  (45)               -38%
COI Path Operator Fee 2,000            2,000              -               0%
WECC Security Coordinator Fees 1,328            1,604              276              21%
Total O&M Expense Recovery Budget $4,498 $5,149 $651 14%



                   
  

 

FIN/PRL  9/8/2005                     PROPOSED FY2006 BUDGET      Page  10 

REVENUE CREDIT FROM THE OPERATING & CAPITAL RESERVE 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
Note: 

1. The Operating & Capital Reserve account is funded every year when the ISO collects 125% of required annual debt service.  The 25% 
excess is deposited in the Operating & Capital Reserve. At year-end, if the Operating & Capital Reserve balance exceeds 15% of the 
prospective year’s O&M budget, any excess is applied as a credit toward the Revenue Requirement. 

2. The Credit available is subject to change based on 2005 financial results and the continuing analysis of various legal and settlement 
issues. 

 
 
 
 
 

FY2005  
Budget

FY2006  
Proposed 

Budget
40,729$       48,164$            

22,020                       20,079 

18,709         28,085              

Forecast Operating Reserve Balance, year-end 2004 and 2005

Operating & Capital Reserve Requirement (15% of Operating Budget) (See Note)

Revenue Credit 
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REVENUE REQUIREMENT 
'000 Omitted 

 
 

 
 
 
 

 
 
 
 
 
 
 

                   FY2005         FY2006 Proposed Budget         Amount         %Change 
                  Change 
 
Indicative Bundled GMC Rates:          $0.839 / MWh  $0.715 / MWh       ($0.124)  -14.8% 
 (Rate Excluding Amendment 33 Fines)      $0.754 / MWh       ($0.085)  -10.1% 
 

FY2005 FY2006  Proposed Budget  Amount 
Change 

% Change 

Total O&M Budget 146,803$      (12,923)             -9%
Total Debt Service and Reserve Collection 84,564          (2,526)               -3%

Total Expense Recovery Budget (4,498)           (651)                  14%
Available Revenue Credit (1) (18,709)         (9,376)               50%
Revenue Requirement 208,160$      $182,684 (25,477)             -12.2%

(28,085)

$133,880
82,038
(5,149)
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COST AND STAFFING TREND 
 

1998 1999 2000 2001 2002 2003 2004 2005 
P rop
. 2006 

0  

50  

100  

150  

200  

250  

Year  

Capita l 
O &M  
Total R evenue R equirem ent 

1998  O &M  Budget, Infla ted at Ca liforn ia C PI 

Est. S taff 296 327 452 544 590 595 599 

$ in  m illions 

611* 516** 

* Authorized 
 ** Excludes 11 FTE funded through M R TU  cap ita l budget. 

2006 O&M costs 
will be lower than 
inflation adjusted 
1998 O&M costs 

2006 spending limit 
per 2004 GMC 
Settlement 
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DIVISIONAL BUDGET SUMMARY 
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DIVISIONAL BUDGET OVERVIEWS 


