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Date:    March 12, 2002

To:       ERCOT Board of Directors

From:  Maxine Buckles

Subject: ERCOT Administrative Fee Increase – Authorization Request

Issue for ERCOT Board of Directors’ Decision

ERCOT Board of Directors Meeting Date:  March 19, 2002

Agenda Item:  6b
	Issue: 

Consideration and approval of ERCOT Administrative Fee increase.

Requested Action:

Approval of an increase of the ERCOT Administrative Fee to $0.25 per MwH.



	Background: 

In November of 2000, the ERCOT Board approved ERCOT’s filing for PUCT approval of a $0.22 per megawatt hour (MwH) fee to be charged for all transmission transactions scheduled in the ERCOT Region.  Upon implementation of single control area operations in the ERCOT Region, and pursuant to the ERCOT Protocols, this fee was charged to all Qualified Scheduling Entities based on the loads they represented in their schedules (ERCOT Administrative Fee, ERCOT Protocols Section 9.7.1).

At its November 2001 meeting, the Board approved the ERCOT Budget for 2002.  At that time, many of the changes to the Protocols that were ordered by the PUCT in Docket 23220, and other changes to the Protocols were in various stages of development.  ERCOT was not able to fully assess the budget costs of the system impacts that would be required by these changes.  In many cases, the Protocols changes had not been proposed, much less finalized.  With the constraints at the time, ERCOT was able to conform its budget to the existing $0.22 per MwH ERCOT Administrative Fee.




	Discussion:
Since the November 2001 Board meeting, progress has continued on the system design and changes required to comply with the PUCT order and other Protocols changes.  In an effort to coordinate the needed changes to the ERCOT systems ordered by the PUCT and other changes directed by the ERCOT stakeholder process, ERCOT Staff has developed a “System Change Master List” to track the prioritization of these items.  The Master List is included as part of the TAC Report for the March 19, 2002, Board meeting.

At the February 2002 Board meeting, ERCOT Staff distributed a list of the highest priority system change items.  This list has been updated and is attached to this memo, “High Priority System Changes.”  This list only includes the items from the Master List that were identified prior to the February 19, 2002 Board Meeting, as the highest priority by the TAC subcommittees.  The Board consideration of the Master List, identified above, may further impact the cost estimates and priorities (i.e., the priorities may change upon Board consideration).

In order to implement all of the priority items, ERCOT will require additional funding.  Based upon ERCOT Staffs’ estimate and using a balance of debt funding and revenue funding, ERCOT expects to fund the high priority items as described with an ERCOT Administrative Fee of $0.25 per MwH, assuming a mid-year implementation date of the new fee.  



	Key Factors Influencing Issue:

It is apparent that ERCOT cannot fund all of the high priority items, including the PUCT ordered items, without an increase to the ERCOT Administrative Fee.  In order for ERCOT to achieve the high priority system changes, an Administrative Fee increase to $0.25 per MwH is required.



	Alternatives:

Without the requested Fee increase, ERCOT will not be able to fund the high priority items described herein.  

	Conclusion/Recommendation:

The ERCOT staff recommends that the Board of Directors approve the requested increase to the ERCOT Administrative Fee.
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