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ERCOT Financial SnapshotERCOT Financial Snapshot
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Year-to-Date Results of Operations
($ Millions)

Revenues 74.3$    
Total expenses (w/o depreciation) 45.6$    
Excess revenues over expenses 28.7$    
Depreciation (24.1)$   
Change in unrestricted net assets 4.6$      
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Notes:
Revenues – include interest income

Total expenses – include interest expense

Preliminary - Unaudited



Year-to-Date Cash Flow Summary
($ Millions)

Beginning Cash (January 1, 2004) 28.1$          
Cash Provided by Operations 16.6            
Cash Used in Investing Activities (Projects) (41.6)           
Cash Provided by Financing Activities 21.1            
Ending Cash (June 30, 2004) 24.2$          
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Note:

Cash balance includes TCR auction receipts but does not include QSE 
or TCR security deposits.

Preliminary - Unaudited
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RevenueRevenue
Revenue  
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$13.8 M $13.1 M

$73.4 M$75.2 M

$73.4 million year$73.4 million year--toto--date date 
98% from System 98% from System 
Administrative FeeAdministrative Fee

70+% from top 5 70+% from top 5 QSE’sQSE’s
85+% from top 10 85+% from top 10 QSE’sQSE’s
90+% from top 15 90+% from top 15 QSE’sQSE’s

$1.8 million (2.4%) $1.8 million (2.4%) 
unfavorable yearunfavorable year--toto--datedate
MWH volume 2.6% below MWH volume 2.6% below 
expectationexpectation

Preliminary - Unaudited



Operating ExpensesOperating Expenses
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$64.2 million year$64.2 million year--toto--date, date, 
including depreciationincluding depreciation
$40.2 million year$40.2 million year--toto--date, date, 
excluding depreciationexcluding depreciation
$10.2 million (13.8%) $10.2 million (13.8%) 
favorable over the yearfavorable over the year

Labor ($3.2 million)Labor ($3.2 million)
Consultants ($2.9 million)Consultants ($2.9 million)
SW/HW license and support SW/HW license and support 
($1.6 million)($1.6 million)
Employee expenses and other Employee expenses and other 
($2.5 million)($2.5 million)

Operating Expenses 

$0

$20

$40

$60

$80

$100

Month Ended 7/31/2004 FYTD 7/31/2004

M
ill

io
ns

Budget Actual

$64.2 M
$74.4 M

$8.9 M$10.6 M

Preliminary - Unaudited



FY 2004 Results (Income Statement)FY 2004 Results (Income Statement)
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B u d g e t A c tu a l $  V a r %  V a r
F a v  / (U n fa v )

E R C O T  R e v e n u e  b y  T y p e
E R C O T  S y s te m  A d m in is tra tio n  F e e 7 4 ,5 8 3 ,1 5 4    7 2 ,6 6 2 ,2 9 6    (1 ,9 2 0 ,8 5 8 )     -2 .6 %
N o n -E R C O T  L S E  F e e s 4 4 0 ,6 3 8         3 9 6 ,2 0 6         (4 4 ,4 3 2 )          -1 0 .1 %
M e m b e rs h ip  F e e s 1 4 0 ,0 0 0         1 5 1 ,3 1 9         1 1 ,3 1 9           8 .1 %
O th e r  R e v e n u e 5 8 ,3 3 3           2 1 3 ,2 2 4         1 5 4 ,8 9 1         2 6 5 .5 %

T o ta l -  E R C O T  R e v e n u e  b y T yp e 7 5 ,2 2 2 ,1 2 5    7 3 ,4 2 3 ,0 4 5    (1 ,7 9 9 ,0 8 0 )     -2 .4 %

E R C O T  O p e ra t in g  E x p e n s e s  b y  E x p e n s e  T y p e
L a b o r &  B e n e fits 2 9 ,6 3 8 ,1 0 9    2 5 ,9 4 8 ,7 3 6    3 ,6 8 9 ,3 7 3      1 2 .4 %
C o n tra -L a b o r  to  C a p ita l P ro je c ts (3 ,9 8 5 ,2 4 4 )     (3 ,4 7 3 ,6 7 0 )     (5 1 1 ,5 7 4 )        1 2 .8 %
T o o ls , E q u ip m e n t, M a te r ia ls  &  S u p p lie s 9 6 0 ,9 6 6         7 8 8 ,4 0 3         1 7 2 ,5 6 3         1 8 .0 %
H a rd w a re  &  S o ftw a re  E x p e n s e s 4 ,7 7 5 ,8 9 1      3 ,1 6 9 ,2 7 3      1 ,6 0 6 ,6 1 8      3 3 .6 %
C o n s u lta n ts  &  C o n tra c to rs 1 0 ,1 5 6 ,8 2 1    7 ,3 0 4 ,8 8 4      2 ,8 5 1 ,9 3 7      2 8 .1 %
P U C -m a n d a te d  A u d its -                    -                    -                   N A
U tilit ie s , M a in te n a n c e  &  F a c ilit ie s 2 ,8 9 9 ,0 9 8      2 ,5 8 4 ,3 1 0      3 1 4 ,7 8 8         1 0 .9 %
W id e  A re a  N e tw o rk  S e rv ic e s  (N e t) 4 2 8 ,7 0 1         2 7 8 ,5 9 2         1 5 0 ,1 0 9         3 5 .0 %
T ra in in g , T ra v e l &  O th e r  E m p lo y e e  E x p e n s e s 1 ,6 4 0 ,8 9 2      8 9 9 ,8 4 6         7 4 1 ,0 4 6         4 5 .2 %
In s u ra n c e 1 ,0 2 0 ,8 3 3      8 7 7 ,8 9 2         1 4 2 ,9 4 1         1 4 .0 %
P ro p e r ty  T a x e s 7 0 1 ,7 1 4       7 0 3 ,2 1 0        (1 ,4 9 6 )          -0 .2 %
D e p re c ia tio n  &  A m o rtiza tio n 2 4 ,4 4 5 ,7 2 7    2 3 ,9 8 3 ,6 3 8    4 6 2 ,0 8 9         1 .9 %
O th e r 1 ,7 3 0 ,5 6 3      1 ,1 0 6 ,4 9 8      6 2 4 ,0 6 5         3 6 .1 %

T o ta l -  E R C O T  O p e ra tin g  E x p e n s e s  b y E x p e n s e  T yp e 7 4 ,4 1 4 ,0 7 1    6 4 ,1 7 1 ,6 1 2    1 0 ,2 4 2 ,4 5 9    1 3 .8 %

E x c e s s  (D e fic ie n c y ) o f R e v e n u e s  o v e r E x p e n s e s 8 0 8 ,0 5 4         9 ,2 5 1 ,4 3 3      8 ,4 4 3 ,3 7 9      -1 0 4 4 .9 %

O th e r  in c o m e  (e x p e n s e )
In te re s t in c o m e 2 9 1 ,6 6 7         1 4 7 ,4 3 0         (1 4 4 ,2 3 7 )        -4 9 .5 %
In te re s t e x p e n s e (5 ,7 2 2 ,0 1 1 )     (4 ,8 2 9 ,4 4 1 )     8 9 2 ,5 7 0         1 5 .6 %

C h a n g e  in  U n re s tr ic te d  A s s e ts (4 ,6 2 2 ,2 9 1 )   4 ,5 6 9 ,4 2 2     9 ,1 9 1 ,7 1 3    1 9 8 .9 %

F is c a l Y e a r  a s  o f  J u ly  3 1 , 2 0 0 4
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418 of 530 on staff418 of 530 on staff
38 FTE increase (net) 38 FTE increase (net) 
in 2004in 2004

61 new hires during 61 new hires during 
20042004
23 terminations 23 terminations 
during 2004during 2004

Preliminary - Unaudited



Consultant and Contractor Expense VarianceConsultant and Contractor Expense Variance
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Description YTD 
FY2004 
Budget

YTD 
Actual

Variance  
- $

Variance -
%

Texas Nodal Project          2,417          1,796          621 34.6%
Legal             824             444          380 85.5%
Independent Audit Services             794             427          367 85.9%
Other Capital Projects             539             243          296 121.8%
Other Corporate Administration Consulting             505             257          248 96.6%
Other System Operations Consulting             498             253          245 96.7%
EMMS Maintenance on T&M Basis             241                  -          241 NA
Data Warehouse Support to PUCT             297               75          222 295.9%
Default QSE             420             210          210 100.0%
Retail Switch Notification             583             395          188 47.5%
Web and Intranet Development             251             101          150 148.3%
Other Miscellaneous Less than $200,000             469             524          (55) -10.5%
Other Information Technology Consulting          1,811          1,892          (81) -4.3%
Security             508             688        (180) -26.2%

Total         10,156          7,305        2,851 39.0%

($000's)



Other Expense VarianceOther Expense Variance
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Description

YTD FY2004 
Budget

YTD 
Actual

Variance  
- $

Variance -
%

Employee Recruiting, Relocation, Temp-to-hire 
and Job Advertising

         621,979        62,471    559,508 895.6%

Dues         648,958      563,428     85,530 15.2%
Printing           70,117        21,678     48,439 223.4%
Corporate Events           47,833        17,566     30,267 172.3%
Operator Training                    -      (25,422)     25,422 -100.0%
Subscriptions and Publications           55,522        37,708     17,814 47.2%
Postage & Delivery           26,571        18,725       7,846 41.9%
Other                    -        (5,383)       5,383 -100.0%
Media Services and Supplies           26,250        24,250       2,000 8.2%
ERCOT Sponsored Meetings         233,333      391,477 (158,144) -40.4%

Total       1,730,563   1,106,498    624,065 56.4%



Capital ExpendituresCapital Expenditures
Capital Expenditures
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$20.6 million of $55 $20.6 million of $55 
million annual budget million annual budget 
spentspent
43 projects active in year43 projects active in year--
toto--date 2004 date 2004 
Major projects underwayMajor projects underway

TCC Phase 2 BuildingTCC Phase 2 Building
EMMS Release 4.0EMMS Release 4.0
Enterprise Data Warehouse Enterprise Data Warehouse 
Phase 2Phase 2
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Preliminary - Unaudited



Top Ten ERCOT ProjectsTop Ten ERCOT Projects
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• 3 Major Projects in the Completion Phase
• Move In / Move Out Solution to Stacking       Budget       Schedule
• TML Phase II Retail Functionality Budget       Schedule
• EMMS Release 3 Grid Operations Budget       Schedule

• 7 Major Projects in Initiation and Execution Phases
• Taylor Office Building Budget      Schedule
• Commercial Applications Replace TCH          Budget      Schedule
• Market Load Research Sampling Budget      Schedule
• Data Center Server Consolidation   Budget      Schedule
• EDW for EMMS and Lodestar Budget      Schedule
• EMMS Release 4A &4B Budget      Schedule
• Market Monitoring System Budget      Schedule



2004 Forecast2004 Forecast
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2004 Forecast2004 Forecast
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B u d g e t  F o r e c a s t
F Y  2 0 0 4 F Y  2 0 0 4 D i f f e r e n c e

E R C O T  R e v e n u e
E R C O T  S y s t e m  A d m in i s t r a t io n  F e e 1 2 9 ,5 1 0$         1 2 7 ,5 8 9$          ( 1 ,9 2 1 )$            
O th e r  R e v e n u e 1 ,0 9 5              1 ,3 0 4               2 0 9                 

S u b to ta l  E R C O T  R e v e n u e 1 3 0 ,6 0 5          1 2 8 ,8 9 3           ( 1 ,7 1 2 )             

E R C O T  O p e r a t in g  E x p e n s e  ( e x c lu d in g  D e p r e c i a t io n )
L a b o r  &  B e n e f i t s  $          5 0 ,8 0 8   $            4 6 ,1 8 6   $            4 ,6 2 2  
C o n t r a - L a b o r  to  C a p i ta l  P r o je c t s              ( 6 ,8 3 2 )               ( 6 ,1 6 5 )                 ( 6 6 7 )
T o o l s ,  E q u ip m e n t ,  M a te r ia l s  &  S u p p l i e s               1 ,6 4 7                  1 ,3 5 2                   2 9 6  
H a r d w a r e  &  S o f tw a r e  E x p e n s e s               8 ,1 8 7                  6 ,0 0 0                2 ,1 8 7  
C o n s u l ta n t s  &  C o n tr a c to r s             1 7 ,4 1 2                1 3 ,6 7 8                3 ,7 3 3  
P U C - m a n d a te d  A u d i t s                       -                  1 ,5 0 0               ( 1 ,5 0 0 )
U ti l i t i e s ,  M a in te n a n c e  &  F a c i l i t i e s               5 ,7 0 5                  5 ,0 2 9                   6 7 6  
E m p lo y e e  E x p e n s e s               2 ,8 1 3                  1 ,5 4 3                1 ,2 7 0  
I n s u r a n c e               1 ,7 5 0                  1 ,5 0 5                   2 4 5  
P r o p e r ty  T a x e s               1 ,2 0 3                  1 ,2 0 6                      ( 3 )
O th e r               2 ,9 6 7                  2 ,1 8 4                   7 8 2  

S u b to ta l  E R C O T  O p e r a t in g  E x p e n s e             8 5 ,6 6 0                7 4 ,0 1 7              1 1 ,6 4 3  

D e b t  S e r v ic e  a n d  C a p i t a l
I n te r e s t  I n c o m e                  5 0 0                     2 5 3  ( 2 4 7 )                
D e b t  s e r v ic e  -  i n t e r e s t  e x p e n s e               9 ,8 0 9                  8 ,2 7 9                1 ,5 3 0  
D e b t  s e r v ic e  -  p r in c ip a l  p a y m e n t s             1 3 ,6 3 6                1 3 ,6 3 6                        -  
R e v e n u e - fu n d e d  c a p i ta l             2 2 ,0 0 0                1 8 ,0 0 0                4 ,0 0 0  

S u b to ta l  D e b t  S e r v ic e  a n d  C a p i t a l 4 4 ,9 4 5            3 9 ,6 6 2             5 ,2 8 3              

T o ta l  F o r e c a s t  F a v o r a b le  2 0 0 4  B u d g e t  V a r i a n c e 1 5 ,2 1 4            
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Forecast RevenueForecast Revenue
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$73.4 million year$73.4 million year--toto--date date 
$1.8 million (2.4%) $1.8 million (2.4%) 
unfavorable yearunfavorable year--toto--datedate
Forecast $1.7 million Forecast $1.7 million 
revenue shortfall in 2004revenue shortfall in 2004

MWH for remainder of year MWH for remainder of year 
assumed at budgetassumed at budget
Other revenue sources continue Other revenue sources continue 
actual trend over first seven actual trend over first seven 
months of 2004months of 2004

Preliminary - Unaudited



Forecast Operating ExpensesForecast Operating Expenses
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$9.7 million favorable $9.7 million favorable 
variance yearvariance year--toto--date July 31, date July 31, 
20042004
Projected $11.6 million Projected $11.6 million 
favorable variance in 2004favorable variance in 2004

Consultants ($3.7 million)Consultants ($3.7 million)
PUCPUC--mandated audits (<$1.5 mandated audits (<$1.5 
million>)million>)
Labor ($3.9 million)Labor ($3.9 million)
SW/HW license and support ($2.2 SW/HW license and support ($2.2 
million)million)
Employee expenses and other ($3.3 Employee expenses and other ($3.3 
million)million)
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Note: Operating expenses excluding depreciation expense.

Preliminary - Unaudited
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418 of 530 on staff418 of 530 on staff
38 FTE increase (net) 38 FTE increase (net) 
in 2004in 2004
Forecast includes 468 Forecast includes 468 
staff members by the staff members by the 
end of 2004end of 2004

Preliminary - Unaudited



Forecast Capital ExpendituresForecast Capital Expenditures
$20.6 million of $55 $20.6 million of $55 
million annual budget million annual budget 
spent at July 31, 2004spent at July 31, 2004
$45 million projected $45 million projected 
capital investment in 2004capital investment in 2004
Major projects underwayMajor projects underway

TCC Phase 2 BuildingTCC Phase 2 Building
EMMS Release 4.0EMMS Release 4.0
Enterprise Data Warehouse Enterprise Data Warehouse 
Phase 2Phase 2
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Reasons for Lower Capital Spend in 2004Reasons for Lower Capital Spend in 2004
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Reduced Scope by Market on Competitive Metering, 
Texas Set 2.1 and Direct Load Control Projects - $4M
Delay in Implementing Recommendations from the 
Commercial Applications Systems Upgrade Project 
(CASUP) due to cross impacts with high priority market 
projects - $2.5M
Delay in Completing Requirements for EMMS Release 4 
and other EMMS system deliveries - $2M



2004 Forecast2004 Forecast
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Any excess funds collected during 
2004 will be factored into the 2005 
budget proposal

Options include debt management and 
2005 operating expense funding

Options considered on the following slide



2004 Forecast2004 Forecast
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Options for application of fees in 
excess of revenue requirement forecast

Fund more than 40% of 2004 capital investment 
with revenue (defer debt borrowings)
Invest the funds until 2005, then use them to pay 
operating expenses (negative carry cost)
Issue a refund to the market
Reduce the 2004 ERCOT System Admin. Fee

Recommendation in F&A Committee Report



Supplemental Supplemental 
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MWH by MonthMWH by Month
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FY 2004 Operating ExpenseFY 2004 Operating Expense
YearYear--toto--DateDate 2004 Budget versus Actual2004 Budget versus Actual
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Forecast FY 2004 Operating ExpenseForecast FY 2004 Operating Expense
2004 Budget versus 2004 Forecast2004 Budget versus 2004 Forecast
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ERCOT QSE Short PaymentsERCOT QSE Short Payments

Enron TCE M irant Total

Net amount due at December 31, 2003      455,329     15,854,950     7,322,261      23,632,540 

2004 payments to the market 
(collections)

 -         (905,611)    (7,322,261)      (8,227,872)

2004 true-up, resettlement, and interest 
additions

       15,962          480,223                    -           496,185 

Net amount due at June 30, 2004      471,291     15,429,562                    -      15,900,853 

Expected payment under payment plans 
or other 

   (15,429,562)

Amount not currently under a payment 
plan or signed court order

          471,291 

Preliminary - Unaudited
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