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ASSUMPTIONS 2004 - 2008
2004 ASSUMPTIONS

1. Labor

A. Five percent for performance merit and promotions

B. New FTE grades based on manager and director request

C.  New FTE salaries assumed at the average wage of incumbents in the grade

D. New FTE hire dates spread across first half of the year.  Heavy weighting to first quarter.  

E. Employee benefit costs at 37 percent of salary

2. Consultants and contractors

A. Conduct third party and internal audits of ERCOT finances, operations, and control environment

B. Legal assistance relating to such things as ADR proceedings, litigation, bankruptcies, human resource issues, and contract negotiations.

C. Default QSE payments

D. Texas Nodal project support in developing market design and associated protocols

E. Other capital projects require consulting support during the project stages before costs can be capitalized

F. Physical and cyber security preparations, assessments and audits

G. Commercial applications may be reconfigured during 2004 and during the time of reconfiguration, consulting help may be required to run the updated and new systems in parallel.

3. Hardware maintenance and software support

A. Existing contracts

B. Capital investment in 2003 and 2004 carry annual maintenance and support costs of approximately 20% of the capital investment made in hardware and software.

4. Facilities, utilities and maintenance

A. Security services

B. New leased facilities

C. Full year of fiber-optic communication link between Austin and Taylor facilities

5. Equipment, materials, tools and supplies

A. Preventative maintenance at Taylor control center and Met Center 

B. $1,000 per employee 

6. Employee expenses

A. New manager training

B. Application training for existing applications

C. Training for significant new applications to be added in late-2003 and 2004.

D. Increased travel relating to increased involvement in national forums on electric industry issues

7. Interest, fees and capital investment

A. $13.6 million annual principal payments on $150 million notes payable

B. Assumed capital spending of $55 million in 2004 - $14 million for a new building and $41 million for system related projects

C. Capital spending assumed to occur evenly throughout 2004.

D. Capital spending is assumed 80 percent debt-funded

E. Debt issued in 2004 assumed amortized straight-line over four years  - 2005 through 2008.

F. 6 percent rate on borrowing cost for funding of $44 million debt-funded capital spending in 2004. 

8. Insurance

A. Lawsuits, bankruptcies and other disputes in market

B. Workers compensation insurance up with staffing

9. Other expenses

A. Sponsored meetings’ hotel and lunch accommodations based on experience in 2003.

B. Relocation expenses based on hiring an additional 130 FTE’s during 2004 and using experience from 2003 to gauge extent of relocation benefits.

2005 Assumptions

1. Labor

A. Five percent for performance merit and promotions

B. Approximately ten percent growth in ERCOT staff – 48 new FTE’s

2. Consultants and contractors

A. 2004 amount escalated 4 percent

3. Hardware maintenance and software support 

A. 2004 amount escalated 3 percent

4. Facilities, utilities and maintenance 

A. 2004 amount escalated 3 percent

B. 50 percent increase related to temporary leased facilities and completion of a new office building in Taylor.

5. Equipment, materials, tools and supplies 

A. 2004 amount escalated 3 percent

6. Employee expenses 

A. 2004 amount escalated 4 percent

7. Interest, fees and capital investment 

A.  $13.6 million annual principal payments on $150 million notes payable

B. Assumed capital spending of $105 million in 2005 - $75 million for the Texas Nodal Project and $30 million for other system related projects

C. Capital spending assumed to occur evenly throughout 2005

D. Capital spending is assumed 80 percent debt-funded

E. Debt issued in 2005 assumed amortized straight-line over four years  - 2006 through 2009

F. Six percent rate on borrowing cost for funding of $84 million debt-funded capital spending in 2005.

8. Insurance 

A. 2004 amount escalated 3 percent 

9. Other expenses

A. 2004 amount escalated 3 percent

2006 Assumptions

1. Labor

A. Five percent for performance merit and promotions

B. Approximately ten percent growth in ERCOT staff – 50 new FTE’s

2. Consultants and contractors

A. 2005 amount escalated 4 percent

3. Hardware maintenance and software support 

A. 2005 amount escalated 3 percent

4. Facilities, utilities and maintenance 

A. 2005 amount escalated 3 percent

5. Equipment, materials, tools and supplies 

A. 2005 amount escalated 3 percent

6. Employee expenses 

A. 2005 amount escalated 4 percent

7. Interest, fees and capital investment 

A.  $13.6 million annual principal payments on $150 million notes payable

B. Assumed capital spending of $105 million in 2006 - $75 million for the Texas Nodal Project and $30 million for other system related projects

C. Capital spending assumed to occur evenly throughout 2006

D. Capital spending is assumed 80 percent debt-funded

E. Debt issued in 2006 assumed amortized straight-line over four years  - 2007 through 2010

F. Six percent rate on borrowing cost for funding of $84 million debt-funded capital spending in 2006.

8. Insurance 

A. 2005 amount escalated 3 percent

9. Other expenses

A. 2005 amount escalated 3 percent

2007 Assumptions

1. Labor

A. Five percent for performance merit and promotions

B. Approximately five percent growth in ERCOT staff – 27 new FTE’s  

2. Consultants and contractors

A. 2006 amount escalated 4 percent

3. Hardware maintenance and software support 

A. 2006 amount escalated 3 percent

4. Facilities, utilities and maintenance 

A. 2006 amount escalated 3 percent

5. Equipment, materials, tools and supplies 

A. 2006 amount escalated 3 percent

6. Employee expenses 

A. 2006 amount escalated 4 percent

7. Interest, fees and capital investment 

A. $13.6 million annual principal payments on $150 million notes payable

B. Assumed capital spending of $75 million in 2007 - $40 million for the Texas Nodal Project clean-up effort and $30 million for other system related projects

C. Capital spending assumed to occur evenly throughout 2007

D. Capital spending is assumed 80 percent debt-funded

E. Debt issued in 2007 assumed amortized straight-line over four years  - 2008 through 2011

F. Six percent rate on borrowing cost for funding of $60 million debt-funded capital spending in 2007.

8. Insurance 

A. 2006 amount escalated 3 percent

9. Other expenses

A. 2006 amount escalated 3 percent

2008 Assumptions

1. Labor

A. Five percent for performance merit and promotions

B. Approximately five percent growth in ERCOT staff – 27 new FTE’s  

2.  Consultants and contractors

A. 2007 amount escalated 4 percent

3. Hardware maintenance and software support 

A. 2007 amount escalated 3 percent

4. Facilities, utilities and maintenance 

A. 2007 amount escalated 3 percent

5. Equipment, materials, tools and supplies 

A. 2007 amount escalated 3 percent

6. Employee expenses

A. 2007 amount escalated 4 percent

7. Interest, fees and capital investment 

A.  $13.6 million annual principal payments on $150 million notes payable

B. Assumed capital spending of $30 million in 2008 for system related projects

C. Capital spending assumed to occur evenly throughout 2008

D. Capital spending is assumed 80 percent debt-funded

E. Debt issued in 2008 assumed amortized straight-line over four years  - 2009 through 2012

F. Six percent rate on borrowing cost for funding of $24 million debt-funded capital spending in 2008.

8. Insurance 

A.  2007 amount escalated 3 percent 

9. Other expenses

A. 2007 amount escalated 3 percent 
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