Common PPL Questions
1. What is a CART and why are funds allocated by CART?

· A CART is a group of individuals charged with the management and delivery of a group of projects for a specific business area (also known as a “Program Area”)

· Directors, resource managers, developers

· DPO Staff (Divisional Project Organization)

· DPO Manager

· Project managers

· Business analysts
· CART = “Continuous Analysis and Requirements Team”
· CO
Corporate Operations



· IO
IT Operations




· MO
Market Operations
---
COPS

· RO
Retail Operations
--- 
RMS

· SO
System Operations
--- 
WMS
· Related market subcommittees are noted above
· Projects are grouped by CART for several reasons, including:

· Provides enhanced focus on projects needed by a particular business area
· Allows prioritization of a group of projects that typically compete for the same resources (application development staff, test environments, etc.)

2. What is a DPO?

· DPO = “Divisional Projects Organization”
· The DPOs are organizational units that were formed when ERCOT’s centralized PMO was segmented by business function.

· ERCOT organization unit charged with delivering projects for a specific business area.
· See previous question for additional related.
3. What is a “carryover” project?

· A carryover project is one that was initiated in a prior year and is seeking funds in the current (or upcoming) year.
· For the past 2 years, carryover projects have been referred to as “previously approved” projects.  We believe this better reflects the status of these projects on the PPL.

· Important note: It is not necessarily a bad thing for a project to require funding in the year after it was initiated.  ERCOT often executes projects that take more than 1 year to complete.  Another factor that can lead to a carryover situation is when it makes sense to start a project late in the year, resulting in the need for funds in the following year.

4. What is an “unexpected carryover”?

· An unexpected carryover occurs when a project requires funding in the upcoming calendar year that was not planned for in the project prioritization process for that year.
· Unexpected carryovers do not affect the approved total budget for the CART where it occurs.  If the CART wishes to continue the project that is carrying over unexpectedly, it must draw funds from other projects planned for the year.
5. What is the difference between the “cutline” and the “capability line”?

· The cutline defines the point on the PPL that separates projects that are funded from projects that are not funded.
· The capability line defines a range of projects below the cutline which are allowed to proceed phase by phase at the discretion of the Strategic Review Team (SRT).

· This approach acknowledges that resource constraints often come to bear for projects in any of the CARTs that can cause funding to go unused at the end of the year.

· When it is clear that important projects are going to go unfunded, the SRT can choose to authorize additional project activity in order to help maximize project delivery with the available funds.

· The analogy used for this process is the airline practice of overbooking flights.  Airlines recognize the fact that a certain number of passengers will make last minute changes, resulting in their seats becoming available.  By overbooking the flight, the airline is trying to maximize the number of passengers on the airplane when it takes off.
6. Where is the PPL located on ERCOT.com?

· The PPL is posted to ERCOT.com once per month to give the market visibility into the latest status of the various projects on the list and any movement of the cutline or capability line.
· Location (see the Key Documents section at the following URL):

· http://www.ercot.com/services/projects/
· On the posted PPL, there are some adjustments made in order to make the information suitable for posting in the public domain:

· Projects involving security are replaced with generic names to help protect ERCOT’s critical infrastructure.
· Specific budget amounts are replaced with budget ranges.  Current ranges:
· <$50k

· $50k-$100k

· $100k-$250k

· $250k-$500k

· $500k-$1M

· $1M-$2M

· $2M-$5M

· >$5M

· These ranges correspond with the ranges used on the Impact Analysis report for cost estimation.
7. How are individual CART project lists brought together on the merged PPL?

· The SRT holds a special meeting to review the items on the individual CART lists and combines them into a master PPL.
· The merging activity takes place before final approval of the PPL by market subcommittees, SRT and ERCOT Executive Team (ET).

8. Why are there budget ranges on the posted PPL?  Does ERCOT have an actual budget amount for each project?

· ERCOT displays budget ranges on the posted PPL in order to limit issues with the vendor bidding process (in the event the project is contracted out to a vendor).
· ERCOT does have a specific cost estimate for each project.  When a summary of CART budgets are displayed, the actual estimate is used in the summary calculation.
Common Project Funding Questions
1. Can unused project funds in one year be used in the next year?

· Typically “no”, although the Board of Directors can authorize funds to be held for use in a future year.
· Important note: Unused funding is not necessarily money in the bank that can be saved for use in a future year.  It is much more likely to be authorized debt funding that has not been procured because it wasn’t needed based on ERCOT’s cash flow needs.

2. How does the 40/60 revenue to equity funding of projects work?

· 40% of the authorized project budget is funded by ERCOT’s System Administration Fee.
· 60% of the project budget is funded by debt procured as needed based on our cash flow needs.
· 1.425¢ of the System Admin Fee supplies the revenue needed to fund the $11.4M project budget in 2009 (Met Center and Data Center Expansion projects excluded).
· $11.4M budget * 40% = $4.56 revenue need / $3.2M ($M per ¢) = 1.425¢
3. What happens to project funds that are not used at the end of the year?

· Similar to Question #1.

· Unused funds at the end of the year typically result in less debt being procured by ERCOT in that year.

· Unused project funding is different than excess revenue that can exist on the ERCOT books from year to year.  Excess revenue is a situation where revenue from the System Admin Fee exceeds corporate-wide expenses (including the revenue portion of project funding).  When this occurs, the Board of Directors determines the course of action to take with the excess funds.

4. How does ERCOT keep track of CART budgets and funding transfers between CARTs?

· CART funding allocations are set each year as part of the ERCOT budget approved by the Board of Directors.
· The ERCOT Program Management Office (PMO) tracks funding transfers between CARTs that are approved over the course of the year.
· Overall portfolio funding is reviewed on a regular basis (semi-monthly) by the Strategic Review Team (SRT)   [ERCOT directors].
· At all times, we know the current budget for each CART and the status of potential funding transfers between CARTs.
· For an example, see the PMO report to PRS (posted with the PRS materials on ERCOT.com).  Every other month a summary of budgets and projected spending by CART is presented.

5. Is the total project funding amount a sum of the individual project budgets on the PPL?

· At the time the PPL is approved, the sum of the project budgets above the cutline does equal the total ERCOT project budget.  

· After approval, ongoing project activities (both changes and new additions to the PPL) cause the sum of individual project budgets to vary from the total project budget and the individual CART budgets.

· The original approved budget by CART remains fixed unless funding is reallocated between CARTs.

· The CARTs are instructed to not exceed their total funding allocation.

6. How do we know when there are funds to be reallocated?

· The CARTs maintain a forecast of the projected spend for the year on an individual project basis.
· A sizeable variance between a CART’s budget and total projected spend indicates available funding for reallocation.
7. Why are CARTs asked to “give back” funds that are not expected to be used?

· “Giving back” project funding that won’t be utilized in the current year has several benefits:
· Allows projects in other CARTs to execute if they are budget-constrained

· Allows acceleration of projects from subsequent year to current year to help alleviate subsequent year budget limitations

· Allows Finance Department to better forecast ERCOT debt requirements

· This process allows ERCOT to deliver as many important projects as possible during a budget year.
· Process note: An SRT funding decision is triggered whenever an individual project is releasing $100k or more.
· Example: In February 2008, the CO CART deferred 4 projects and wanted to keep the funds for unexpected carryovers.  The SRT elected to transfer the funds to the SO CART to address budget needs with active SO projects.

8. Does the market have input into the reallocation of funds?

· Yes, the DPO manager seeks input from their related market subcommittee when seeking to release or acquire project funds.
· Requesting this input is required if the reallocation is >=$500k but CART manager interaction with the market allows this input to occur for any amount of potential reallocation.
· Market input is relayed to the SRT for consideration in the decision making process.
9. How is the market represented at the meetings where funding transfers are considered and approved?

· The DPO manager and division Directors of a CART that have a working relationship with a market subcommittee represent that subcommittee at SRT meetings.
10. Why do inter-CART funding transfers often go to the Corporate Operations (CO) and IT Operations (IO) CARTs?

· In the recent past, available funding has tended to come from projects that have software development resource constraints or test environment constraints.
· CO and IO tend to have more purchasing projects (storage upgrades, server replacements, facilities projects, etc.) than MO, RO, and SO.
· Projects that purchase physical assets (as opposed to software development projects) are usually much more flexible and able to ramp up quickly if funding becomes available late in the year.
