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PUCT PROJECT NO. 38533
PUC REVIEW OF ERCOT BUDGET § PUBLICUTILITY COMMISSION
§
8 OF TEXAS

ERCOT’S 2018/2019 BIENNIAL BUDGET AND
SYSTEM ADMINISTRATION FEE SUBMISSION

COMES NOW, Electric Reliability Council of Texas, Inc. (ERCOT) and files its
2018/2019 Biennial Budget and System Administration Fee Submission, pursuant to 16 Tex.
Admin. Code (TAC) § 25.363(d), H.B. No. 1600 (the Sunset Act),* and the Commission’s Order
Approving ERCOT’s 2016/2017 Biennial Budget and Authorizing System Administration Fee
(2016/2017 Order), for review by the Public Utility Commission of Texas (Commission). The
2018/2019 ERCOT biennial budget included in this submission does not contemplate a change in
the ERCOT System Administration Fee, which ERCOT plans to maintain at $0.555 per
Megawatt hour (MWh) through 2020.

l. Procedural Requirements

The Commission adopted 16 TAC 8 25.363(d) on March 22, 2011. The rule provides that
ERCOT’s annual budget and any change in the System Administration Fee, if one was sought,
are subject to review by the Commission, and sets forth a process for Commission participation
in the budget development process for ERCOT. On May 25, 2013, the Texas Legislature,
through the Sunset Act, amended Public Utility Regulatory Act (PURA) Section 39.151 by
amending Subsections (d-1) and (e), and adding Subsection (d-2), (d-3), (d-4), and (e-1), with an
effective date of September 1, 2013. In relevant part, the Sunset Act specifies that the review and

approval of ERCOT’s proposed budget, or a proceeding to authorize or set the range for the

1 On May 25, 2013, Section 39.151 of the Public Utility Regulatory Act (PURA) was amended by the Texas
Legislature by amending Subsections (d-1) and (e), and adding Subsection (d-2), (d-3), (d-4), and (e-1), with an
effective date of September 1, 2013. See H.B. 1600, 83™ Leg., R.S., Article 1, Section 1.08, available at
http://www.capitol.state.tx.us/tlodocs/83R/billtext/html/HBO1600F.htm.



http://www.capitol.state.tx.us/tlodocs/83R/billtext/html/HB01600F.htm

amount of a System Administration Fee is not considered a contested case.? The Sunset Act also

authorizes the Commission to request ERCOT prepare biennial budgets.

The 2018/2019 ERCOT biennial budget included in this submission contemplates no
increase in the ERCOT System Administration Fee of $0.555 per MWh for years 2018 and 2019.
ERCOT’s request does not seek to revise the manner in which the System Administration Fee is
charged and collected, which the Commission has previously found to be reasonable and

competitively neutral 3

In its 2018/2019 Biennial Budget and System Administration Fee Submission, ERCOT
has included information and data supporting the reasonableness of its budget request that have
been requested by Commission staff and have been presented to the ERCOT Board of Directors
(ERCOT Board) as part of its consideration of the 2018/2019 ERCOT biennial budget and

System Administration Fee.

A. Contents of ERCOT’s Budget Submission

In addition to this pleading, ERCOT’s budget submission includes the following
attachments:

A. ERCOT Board Resolution approving proposed budget and System Administration
Fee;

B. ERCOT Staff Presentation to the ERCOT Board of 2018/2019 Biennial Budget;

C. Statement of ERCOT President and Chief Executive officer (CEO) Summarizing
the 2018/2019 Biennial Budget;

D. ERCOT 2018/2019 Biennial Budget Schedules and Workpapers;
E. ERCOT 2014 — 2018 Strategic Plan; and

F. ERCOT Report on Performance Measures.

2 1d., Subsection (e-1).

3 See Application of the Electric Reliability Council of Texas to Change the ERCOT Administrative Fee, Docket No.
28832 (March 18, 2004); Application of the Electric Reliability Council for Approval of the ERCOT Administrative
Fee, Docket No. 31824 (May 15, 2006).



B. Consultation with Commission Staff

In accordance with 16 TAC § 25.363(d), ERCOT staff consulted “with commission staff
designated by the executive director in connection with the development of the budget,” and
provided “to the staff information concerning budget strategies, staffing requirements, categories
of expenses, capital outlays, exceptional expenses and capital items, and proposals to incur
additional debt.” ERCOT and Commission staff began regular consultation meetings on
ERCOT’s budgets in March 2015. As early as February 2017, ERCOT and Commission staff
continued to hold regular meetings as ERCOT prepared its 2018/2019 biennial budget for
approval by the ERCOT Board in June 2017. Between the consultation meetings, ERCOT staff
responded to informal information requests from Commission staff regarding particular budget
categories and the format of ERCOT’s budget presentation. To ERCOT’s knowledge, it has

responded to all the requests or concerns raised by Commission staff in the consultation process.

As part of the consultation meetings, Commission staff recommended that ERCOT
continue to utilize a format for structuring the budget filed with the Commission that includes the
key components of the Legislative Appropriations Request (LAR) utilized by the Texas
Legislative Budget Board. ERCOT has organized its budget schedules to conform to the LAR
format to the extent possible, and has prepared a summary statement from ERCOT’s President
and Chief Executive Officer similar to the LAR “Administrator’s Statement.” After the passage
of the Sunset Act, Commission staff requested that ERCOT file a biennial, rather than annual,
budget for review beginning with the 2014-2015 budget cycle. As stated and pursuant to the
2016/2017 Order, ERCOT has organized its 2018/2019 Budget schedules, in which no Fee
increase is being sought, to resemble the LAR format.

C. ERCOT Board Approval of 2018/2019 ERCOT Budget

The ERCOT Board approved the proposed 2018/2019 ERCOT biennial budget at its
meeting on June 13, 2017. The ERCOT Board adopted the budget recommendations of ERCOT
staff and the Board’s Finance and Audit (F&A) Committee, which included identification of

operating expenses, project spending, and debt service obligations. The F&A Committee



discussed the development of the 2018/2019 ERCOT biennial budget in public meetings held in
the first and second quarters of 2017.* A copy of the June 13, 2017 ERCOT Board resolution
approving the budget is included in this submission as Attachment A. The budget presentation
made by ERCOT staff at the June 13, 2017 Board meeting is included as Attachment B.

The ERCOT Board’s decision to approve the 2018/2019 ERCOT budget was not
appealed by any party to the Commission. The Commission’s procedural rules require that if a
party seeks Commission review of “ERCOT conduct,” it must file its complaint at the
Commission “within 35 days of the ERCOT conduct complained of ... .”® The term ERCOT
“conduct” is defined as “a decision or an act done or omitted to be done.”® Under ERCOT’s
governing documents, a vote of the ERCOT Board constitutes a “decision” made by ERCOT.’
The thirty-five (35) day appeal period expired on July 18, 2017, and no party has contested the
Board’s approval of the 2018/2019 ERCOT biennial budget, which has a proposed effective date
of the beginning of ERCOT’s new fiscal year on January 1, 2018.

1. The ERCOT 2018/2019 Biennial Budget and
System Administration Fee Proposal

In its 2018/2019 biennial budget proposal, ERCOT seeks to implement a sustainable
financial plan that meets ERCOT’s technology and business requirements, while also
maintaining the current System Administration Fee at $0.555 per MWh. The proposed biennial
budget approved by the Board includes $222,261,598 for ERCOT’s fiscal year 2018 and
$228,012,403 for ERCOT’s fiscal year 2019 in total spending authorization for operating
expenses, project spending, and debt service obligations. It is ERCOT management’s intention
that the $0.555 per MWh System Administration Fee will remain in effect through the
2018/2019 biennium. ERCOT management is committed to promptly notifying the Commission

4 The F&A Committee agendas and budget presentation materials are available at:
http://www.ercot.com/committees/board/finance_audit/.

5 16 TAC § 22.251(d). A party may also file a request for alternative dispute resolution (ADR) under Section 20 of
the ERCOT Protocols to contest ERCOT decisions. ERCOT would not expect a party contesting the budget to file
for ADR rather than appealing to the Commission under 16 TAC § 22.251, but ERCOT notes for the record that no
party filed an ADR contesting the ERCOT Board’s approval of the 2018/2019 ERCOT biennial budget.

6 1d., 16 TAC § 22.251(b).
7 ERCOT Bylaws, Section 4.7(b).


http://www.ercot.com/committees/board/finance_audit/

and market participants of developments that would materially impact ERCOT’s ability to

operate within its requested budget and fee structure.

1. Budget Drivers for 2018/2019

In its presentations to the ERCOT Board, and in its consultation meetings with
Commission staff, ERCOT has identified three Budget request drivers for 2018/2019 as follows:

1. Maintain consistency with the approved 2016-2017 Budget;

2. Incorporate key initiatives; and

3. Comply with the Board’s debt strategy.

Consistency with Approved 2016-2017 Biennial Budget

ERCOT has prioritized maintaining consistency with the approved 2016-2017 Biennial
Budget as one of its three budget drivers. To maintain this consistency with the 2016-2017
Biennial Budget, ERCOT will maintain the current System Administration Fee of $0.555 per
MWh. In addition, ERCOT will continue budgeting with a multi-year planning horizon in which
ERCOT incorporates known items in out years (e.g., major information technology refreshes),
accounts for the cost of inflation (such as labor at 4 percent, non-labor at 2.3 percent, and load
growth at less than 2 percent), maintains the headcount of 749 full-time equivalent (FTE)
employees consistent with the previously approved 2016-2017 Biennial Budget, and continues to

use debt and working capital to keep the System Administration Fee consistent across years.

Incorporation of Key Initiatives

As another budget driver, ERCOT has incorporated key initiatives, including addressing
the changing resource mix, improving training, and maintaining complex hardware and software
systems. To address the changing resource mix, ERCOT continues to develop new tools and
changes its operating practices to minimize risks associated with the changing mix and works
with stakeholders to identify and implement protocol and guide changes to deliver grid reliability
and support the success of the competitive market. ERCOT will improve training by enhancing
its capability to provide effective training to ERCOT staff and market participants to support
region-wide grid reliability by making new investments in ERCOT’s operator training facilities.



To maintain its complex hardware and software systems, ERCOT will manage the technological
sophistication required by a modern electric grid, update software and hardware systems for
changes in ERCOT’s market rules and reliability requirements, and periodically replace

hardware systems.

Compliance with the Board’s Debt Strategy

The final of ERCOT’s budget drivers is its need to comply with the Board’s debt
strategy. In order to maintain compliance with this strategy, ERCOT will maintain or improve
ERCOT’s long-term financial integrity by continuing to decrease outstanding debt. ERCOT will
maintain stable, fair and predictable fees by using debt matching appropriately. In addition,
ERCOT will provide lowest cost to System Administration Fee-payers by using the lowest cost
debt that is available and appropriate.

As an ongoing effort to maintain the current fee level, ERCOT management continues to
seek areas of opportunity to improve operational efficiency. ERCOT management has improved
operational efficiency through a variety of efficiency initiatives, such as, grid information
enhancement, system consolidation, automated testing, and fast-path projects. ERCOT continues
to enable grid and market operations teams to develop their own analytical and situational
awareness tools, with no risk to production systems or extensive projects requiring significant
staff time. In addition, ERCOT continues to automate several information technology testing
processes and reduce staff time used on manual processes. By way of example, a recent
emergency patch took three days to implement rather than the more typical two to three weeks,
due to the implementation of automated technology testing processes. ERCOT continues to
streamline its processes for low-risk, low-cost projects, thereby reducing complexity and staff
time and delivering to the market and other users faster. To date in 2017, 22 processes for these
low-risk, low-cost projects have been streamlined and have delivered improved efficiencies.
ERCOT management will actively continue to seek these types of opportunities for improved
operational efficiency throughout the 2018-2019 budget years.



V. Compliance with Instructions for Submission of ERCOT’s
Proposed 2018/2019 Biennial Budget

Pursuant to the 2016/2017 Order, ERCOT is filing this proposed Biennial Budget for its
fiscal years 2018 and 2019 no later than September 1, 2017, and in accordance with the
instructions for submission as provided in the 2016/2017 Order.

V. Conclusion

ERCOT’s 2018/2019 Biennial Budget and System Administration Fee submission, and
the consultation process with Commission staff prior to seeking ERCOT Board approval of its
budget, conform to the requirements for approval of the ERCOT budget included in 16 TAC 8
25.363(d), the Sunset Act, and the 2016/2017 Order. ERCOT respectfully requests that, prior to
the beginning of ERCOT’s 2018 fiscal year, the Commission take the actions necessary to
approve the 2018/2019 ERCOT biennial budget and authorize the proposed maintenance of the
current System Administration Fee of $0.555 per MWh for ERCOT’s fiscal years 2018 and
20109.
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Respectfully Submitted,

Chad V. Seely

Vice President and General Counsel
Texas Bar No. 24037466

(512) 225-7035 (Phone)

(512) 225-7079 (Fax)
chad.seely@ercot.com

Vickie G. Leady
Assistant General Counsel
Texas Bar No. 08122090
(512) 275-7436 (Phone)
(512) 225-7079 (Fax)
vickie.leady@ercot.com

ERCOT
7620 Metro Center Drive
Austin, TX 78744

ATTORNEYS FOR ELECTRIC RELIABILITY
COUNCIL OF TEXAS, INC.



Attachment A

ERCOT Board Resolution Approving Proposed 2018/2019 Biennial
Budget and System Administration Fee
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ercots

ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC.
BOARD OF DIRECTORS RESOLUTION

WHEREAS, after due consideration of the alternatives, the Board of Directors (Board) of
Electric Reliability Council of Texas, Inc. (ERCOT) deems it desirable and in the best
interest of ERCOT to accept the recommendations of ERCOT staff and the Finance and
Audit (F&A) Committee that the Board approve the ERCOT recommended 2018-2019
Biennial Budget (Budget), which includes operating expenses, project spending, and debt
service obligations; and

WHEREAS, Sections 4.10 (Duties) and 10.3 (Budgef) of the Amended and Restated
Bylaws of Electric Reliability Council of Texas, Inc., approved on August 17, 2015
(Bylaws), requires that the Board approve the Budget; and

WHEREAS, ERCOT staff discussed financial assumptions, methodologies and
schedules relating to the Budget in a public meeting with the F&A Committee, and
consulted with the staff of the Public Utility Commission of Texas (PUCT) regarding
development of the Budget; and

WHEREAS, ERCOT staff presented its recommended 2018-2019 Biennial Budget, which

includes a total spending authorization of $222,261,598 and $228,012,403 respectively;
and

WHEREAS, the Budget recommended by ERCOT staff will keep the ERCOT system
administration fee flat at $0.5550 for 2018 and 2019;

THEREFORE, BE IT RESOLVED, that the Board hereby:

e Approves the recommended 2018-2019 Biennial Budget as set forth in Attachment
A, which includes $222,261,598 and $228,012,403 total spending authorization for
operating expenses, project spending, and debt service obligations for 2018 and
2019, respectively; and

e Approves the request for the ERCOT system administration fee of $0.5550 per
megawatt-hour for 2018 and 2019 as set forth in Attachment B: and

e Authorizes ERCOT Legal to file the Board-approved 2018-2019 Biennial Budget
for approval by the PUCT, pursuant to P.U.C. SuBsT. R. 25.363(d).

ltem 12.1 1
ERCOT Public

11



ercots

CORPORATE SECRETARY’S CERTIFICATE

|, Vickie G. Leady, Assistant Corporate Secretary of ERCOT, do hereby certify that, at its
June 13, 2017 meeting, the ERCOT Board passed a motion approving the above
Resolution by unanimous voice vote with no abstentions.

NG
IN WITNESS WHEREOF, | have hereunto set my hand this i‘day of June, 2017.

7z
- 7A 7 Lo
%Zaé;_/"?g s A.aj.ﬂtf’éﬂ/ o
d

Vickie G. Leady
Assistant Corporate Secretary

Item 12.1 2
ERCOT Public

12



Attachment A
Fiscal Years 2018-2019 Budget: Manag, tR ded Fee ($0.555)
(8 in Thousands)

Sources and Uses

2006 07 2617 2018 MITE] 2020 021 2022 023

Actual Budges Forecast Kequest Request Projecivm  Veojection | Projection  Profection

1 System Administration Fee R $ 195920 $ 197,537 $ 197,161 |$ 201,822 § 207425 |$ 211,254 § 214522 $ 217943 § 221344
2 Reliability Organization Assessment 13,977 15,000 14,345 15,000 15,000 15,000 15,000 15,000 15,000
3 Other Revenues 5.639 4,609 5911 5,440 5,587 5,704 5,824 5,946 6,071
4 Decrease in Working Capital - 5,963 3,407 - - - - 17,811 21,206

Tatal Sources 5 215536 5 123,108 'S 220824 % 221362 'S 239011 5 231058 235346 S 236,700 S 263,621

5
6
7  Department Expenditures
8
9

$ 148375 § 163608 $ 161979 |$ 171264 § 174933 | S 180461 § 186834 § 192,700 § 199,621

Project Expenditures 31,805 40,500 40,500 28,500 28,500 27,000 29,000 45,000 45,000

Reliability Organization Assessment 13,977 15,000 14,345 15,000 15,000 15,000 15,000 15,000 15,000

10 Repayment of Long Term Debt 4,000 4,000 4,000 4,000 4,000 4,000 4,000 4,000 4,000
i1  Increase in Working Capital 17,380 - - 3,498 5,580 5,497 512 - -

[V ) ol Lises 5836 5 223,108 S 2206823 S 5 XINUE2 ) 235346 8§ 280700 S 2630l

| Scheduie may not foot due to rounding, ]




Attachment B

Fiscal Years 2018-2019 Budget: Management Recommended Fee ($0.555)
$ in Thousands except per GWH Amounts
System Administration Fee Revenue Reguirement

2086 2017 2007 2018 2019 26120 2024 2608 2023

Actual Bty ot Forecast  Request Request  Projection Projection Projection Projection
142,736 § 159,000 $ 156,068 $ 165824 $ 169,346 | $ 174,757 $ 181,010 § 186,754 $ 193,550
31,805 40,500 40,500 28,500 28,500 27,000 29,000 45,000 45,000

g
|
g
:
;

F74.541 . S 199500 = S [{

Long Term Debt $ 4000 § 4000 $§ 4000]$ 4000 $ 4000|$ 4000 $§ 4000 $ 4000 $ 4,000
Change in Working i

21380 > (.l."(d) 3938 TH98 8 9584 S ) S (13.811) S (17.200)

R -2 IS - Y N

INS,920: SEN7.537 SHU7. 060 8201822 N207.425 S2U0254  S214522 S217.943 S221.344

10 i ) 363,643 373,739 380,637 386,527 392,690 398,818

JORR N <tem Administration Fee Rate A S US550 5 05350 § (3530 8 35550 S 0.A350. S 0,55%50 8 08550 % 08850 S (L5550

Debt & Warking Capital
2016 2017 2047 2018 019 2020 2021 2032 2023
Sctuil Budget Fuorecast — Request Reguest  Projection Projection Projection Projection

Debt & Working Capital Balance at End of Year 99.525 $ 101,488 $ 98933|$ 91435 $ BL8SS5|$ 72,358 $ 67846 $ 81657 § 98863

Yearly Change in Debt & Working Capital $ (1380 § 1,963 $ (593)|$ (7498) $ (9580)| $ (9497) § (4512) § 13811 $ 17206
Cumulative Change in Debt & Working Capital $ (593 % (8090) $ (17670) $ (27.167) $ (31.679) $ (17,868) $ (662)
Interest Expense 1934 § 3682 $§ 2112|$ 2069 $ 197{$%$ 1910 § 1,752 § 1467 $ 1347

| Schedue may not foot de to rounding. |

14



Attachment B

ERCOT Staff Presentation of 2018/2019 Biennial Budget
and System Administration Fee to the Finance and
Audit Committee of the ERCOT Board

15



The Finance & Audit (F&A) Committee is
expected to consider
F&A Committee Agenda Item 3:

Recommendation Regarding 2018-2019
Budget and Fee

at its meeting on June 12, 2017.

The Board of Directors is expected to hear
the F&A Committee’s recommendation on
this matter as part of the F&A Committee
Report at the Board meeting on
June 13, 2017,

Attached are the Board materials in relation
to these agenda items.

16
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Date: June 6, 2017

To: Board of Directors
From: Judy Walsh, Finance and Audit (F&A) Committee Chair
Subject: 2018-2019 Budget and Fee

Issue for the ERCOT Board of Directors

ERCOT Board of Directors Meeting Date: June 13, 2017
Item No.: 12.1

Issue:
Approval by the Board of Directors (Board) of Electric Reliability Council of Texas, Inc.
(ERCOT) of the ERCOT 2018-2019 Biennial Budget.

Background/History:

Public Utility Commission of Texas (PUCT) Substantive Rule 25.363, ERCOT Budget
and Fee

P.U.C. SuBsT. R. 25.363(d) provides that the ERCOT budget (Budget) and any change
in the system administration fee are subject to review and approval by the PUCT. P.U.C.
SuBsT. R. 25.363(d) further specifies that the review and approval of the Budget, or a
proceeding to authorize and set the range for the amount of the system administration
fee is not a contested case.

P.U.C. SusT. R. 25.363(e) provides that, prior to submission of the Budget for Board
approval, ERCOT shall consult with PUCT staff in connection with the development of
the Budget and provide PUCT staff with information concerning budget strategies,
staffing requirements, categories of expenses, capital outlays, exceptional expenses
and capital items, and proposals to incur additional debt.

ERCOT Bylaws
Sections 4.10 (Duties) and 10.3 (Budget) of the ERCOT Bylaws require that the Board
approve the Budget.

ERCOT Board Policies and Procedures
Section 3.3 of the Board Policies and Procedures provides as follows:

The CEO will present to the Board by October of each year when the
Budget is to be approved, or at such other time as directed by the Board,
a Budget to carry out the Board’s directives for the following year or longer
as directed by the Board. The Budget will include projections of ERCOT’s
overall financial performance and financing plans, and describe the
services, projects, programs, and the associated revenues and
expenditures for the next fiscal year. Adoption of the Budget by the Board
and as approved by the PUCT authorizes the CEO to complete work plans
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and make associated expenditures as provided for in accordance with the
Budget.

F&A Committee Charter
The Duties and Responsibilities section of the Finance & Audit Committee Charter states
in pertinent part:

With respect to budget oversight...

1. Annually or biennially, the Committee shall review staff's proposed
budget for the following year(s).

2. The Committee shall review the staff’'s recommendation of the amount
and type of financing needed, both revenue and debt financing, to
support the proposed budget and meet the Company’s liquidity needs.

3. Following the Committee’s review of the above items, the Committee
shall recommend to the Board, a proposed budget and associated
financing plan for the following year(s).

The F&A Committee is expected to recommend to the Board whether it should approve,
reject or amend the 2018-2019 Biennial Budget at its June 13, 2017 meeting.

Key Factors Influencing Issue:

e ERCOT requires approval of the Budget by the Board and the PUCT for funding
to enable ERCOT to fulfill its statutory functions as an independent organization
as required by Section 39.151(a) of the Public Utility Regulatory Act (PURA). For
instance, ERCOT must have adequate funds in 2018 and 2019 to:

o Maintain compliance with the Financial Corporate Standard and
associated financial performance measures as approved by the Board;

o Fund independent market monitoring, PURA, and North American Electric
Reliability Corporation (NERC) compliance functions;

o Staff appropriately to participate in and support full market operations;

o Implement system improvements and required functionality to support the
market;

o Enhance and maintain the computer systems and associated services
contracted for with vendors; and

o Maintain necessary facilities to provide secure operations and house staff.

e In the first and second quarters of 2017, ERCOT staff discussed financial
assumptions, methodologies, schedules and a system administration fee relating
to the 2018-2019 Biennial Budget with PUCT staff designated by the PUCT
Executive Director.

e ERCOT staff will present its recommended 2018-2019 Biennial Budget to the F&A
Committee on June 12, 2017.

e The Budget recommended by ERCOT staff will keep the ERCOT system
administration fee flat at $0.5550 for 2018 and 2019.
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Conclusion/Recommendation:
ERCOT staff recommends, and the F&A Committee is expected to recommend, that
the Board:

e Approve the recommended 2018-2019 Biennial Budget as set forth in Attachment
A, which includes $222,261,598 and $228,012,403 total spending authorization
for operating expenses, project spending, and debt service obligations for 2018
and 2019, respectively;

e Approve the recommended ERCOT system administration fee of $0.5550 per
megawatt-hour rate for 2018-2019, which represents no increase from the current
ERCOT system administration fee, as set forth in Attachment B; and

e Authorize ERCOT Legal to file the Board-approved 2018-2019 Biennial Budget
for approval by the PUCT, pursuant to P.U.C. SussT. R. 25.363(d).
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ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC.
BOARD OF DIRECTORS RESOLUTION

WHEREAS, after due consideration of the alternatives, the Board of Directors (Board) of
Electric Reliability Council of Texas, Inc. (ERCOT) deems it desirable and in the best
interest of ERCOT to accept the recommendations of ERCOT staff and the Finance and
Audit (F&A) Committee that the Board approve the ERCOT recommended 2018-2019
Biennial Budget (Budget), which includes operating expenses, project spending, and debt
service obligations; and

WHEREAS, Sections 4.10 (Duties) and 10.3 (Budget) of the Amended and Restated
Bylaws of Electric Reliability Council of Texas, Inc., approved on August 17, 2015
(Bylaws), requires that the Board approve the Budget; and

WHEREAS, ERCOT staff discussed financial assumptions, methodologies and
schedules relating to the Budget in a public meeting with the F&A Committee, and
consulted with the staff of the Public Utility Commission of Texas (PUCT) regarding
development of the Budget; and

WHEREAS, ERCOT staff presented its recommended 2018-2019 Biennial Budget, which
includes a total spending authorization of $222,261,598 and $228,012,403 respectively;
and

WHEREAS, the Budget recommended by ERCOT staff will keep the ERCOT system
administration fee flat at $0.5550 for 2018 and 2019;

THEREFORE, BE IT RESOLVED, that the Board hereby:

e Approves the recommended 2018-2019 Biennial Budget as set forth in Attachment
A, which includes $222,261,598 and $228,012,403 total spending authorization for
operating expenses, project spending, and debt service obligations for 2018 and
2019, respectively; and

e Approves the request for the ERCOT system administration fee of $0.5550 per
megawatt-hour for 2018 and 2019 as set forth in Attachment B; and

e Authorizes ERCOT Legal to file the Board-approved 2018-2019 Biennial Budget
for approval by the PUCT, pursuant to P.U.C. SuBsT. R. 25.363(d).

51



CORPORATE SECRETARY’S CERTIFICATE

I, Vickie G. Leady, Assistant Corporate Secretary of ERCOT, do hereby certify that, at its
June 13, 2017 meeting, the ERCOT Board passed a motion approving the above
Resolution by

IN WITNESS WHEREOF, | have hereunto set my hand this ___ day of June, 2017.

Vickie G. Leady
Assistant Corporate Secretary
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Attachment C

Statement of ERCOT CEO Summarizing the
2018/2019 Biennial Budget
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PROJECT NO. 38533

PUC REVIEW OF ERCOT BUDGET 8 PUBLIC UTILITY COMMISSION

§
8 OF TEXAS

STATEMENT OF ERCOT CHIEF EXECUTIVE OFFICER SUMMARIZING
ERCOT’s 2018/2019 BIENNIAL BUDGET

Introduction

Electric Reliability Council of Texas, Inc. (ERCOT) presents a 2018/2019 biennial budget
that contemplates maintaining ERCOT’s current System Administration Fee (Fee) (i.e., ERCOT’s
primary funding source) at $0.555 per MWh for years 2018 and 2019.

The following information is presented for the Commission’s consideration, in a format
modeled on the “Administrator’s Statement” utilized by Texas state agencies in their Legislative
Appropriations Requests. In addition to this statement, ERCOT has filed with the Commission the
supporting documentation required by Commission rules or otherwise requested by Commission
staff. ERCOT management and its Board of Directors are gratified that the development of the
Board-approved 2018/2019 biennial budget was the result of a productive collaboration with
Commission staff.

ERCOT is prepared to provide additional information at the Commission’s request.

ERCOT Overview

ERCOT manages the flow of electric power to approximately 24 million Texas customers,
representing approximately 90 percent of the state's electric load. As the independent system
operator (ISO) for the region, ERCOT schedules power on an electric grid that connects more than
46,500 circuit miles of transmission lines and more than 570+ generation units. ERCOT also
performs financial settlement for the competitive wholesale bulk-power market and administers
retail switching for 7 million premises in competitive choice areas.
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ERCOT is a membership-based, Texas non-profit corporation, operating as a tax-exempt
organization under §501(c)(4) of the Internal Revenue Code. ERCOT’s core duties are delineated
in Section 39.151 of the Texas Public Utility Regulatory Act (PURA). As the “independent
organization” designated to serve as the ISO for the ERCOT power region, ERCOT is responsible
for ensuring:

1. Access to the transmission and distribution systems for all buyers and sellers of
electricity on nondiscriminatory terms;

The reliability and adequacy of the regional electrical network;

That information relating to a customer's choice of retail electric provider is
conveyed in a timely manner to the persons who need that information; and

4. That electricity production and delivery are accurately accounted for among the
generators and wholesale buyers and sellers in the region.!

ERCOT’s actions in furtherance of its statutory mission are subject to the oversight and
review of the Commission. In addition, ERCOT is responsible for ensuring compliance with
federal electric reliability standards, pursuant to the Federal Power Act. For federal reliability
standards, ERCOT is accountable to the Texas Reliability Entity (TRE), the North American
Electric Reliability Corporation (NERC), and the Federal Energy Regulatory Commission
(FERC).

ERCOT is governed by a Board of Directors (Board), the composition of which is
mandated by statute,? as is the Commission’s oversight role.® The members of ERCOT’s Board
and the dates of their terms are identified in the schedules as Workpaper 1 in Attachment D,
ERCOT 2018/2019 Biennial Budget Schedules and Workpapers. The identification of ERCOT’s
Board members is as of the date of this filing. However, the annual election of directors
representing market segments, and the expiration of terms and seating of unaffiliated directors,
will result in some new Board members serving in 2018 and 2019.

1 PURA § 39.151(a)(1)-(4).
2 See PURA § 39.151(g).

3 See PURA § 39.151(c)-(f). The Commission’s oversight of ERCOT is further detailed in Chapter 25, Subchapter
O, Division 2 (Independent Organizations) of the 16 Tex. Admin. Code (TAC), and in 16 TAC § 22.251 —22.252
of the P.U.C. Procedural Rules.
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High-Level Overview: ERCOT’s Proposed 2018/2019 Biennial Budget

Spending Authorization

ERCOT’s proposed 2018/2019 biennial budget authorizes total spending for operating
expenses, project spending, and debt service in the amounts of $222.3 million for 2018, and $228.0
million for 2019.

As documented in the materials filed with this application, ERCOT management and staff
are dedicated to running efficient operations. In recent years, ERCOT has increased its efforts to
actively manage vendor relationships, drive costs down through competitive processes, and
carefully examine every hiring decision.

ERCOT is also responsible for budgeting to fund the operations of the NERC Electric
Reliability Organization (ERO). Funding for NERC/ERO operations is a pass-through fee that is
not used to fund ERCOT operations. A total of $30.0 million of ERCOT’s proposed 2018/2019
biennial budget will be used to fund the NERC/ERO for 2018 and 2019.

Revenue Sources

ERCOT’s proposed 2018/2019 biennial budget includes Fee requirements of $201.8
million in 2018, and $207.4 million in 2019. The proposed budget allows ERCOT to continue to
maintain the Fee at $0.555 MWh in 2018/2019. The Board and ERCOT management are acutely
aware that the consumers of Texas fund ERCOT, and that ERCOT must remain focused on running
a lean but effective organization that not only meets, but exceeds the performance expectations of
those ERCOT serves.

The Commission’s rules* permit the Board to approve user fees for specific services pro-
vided by ERCOT to Market Participants and the public. These user fees are included in the ERCOT
Fee Schedule that is maintained along with the ERCOT Protocols. While user fees do not recover
a large portion of ERCOT’s revenue requirement (user fees are expected to generate $4.2 million
in 2018 and $4.3 million in 2019), ERCOT regularly reviews user fees to ensure the recovery of
appropriate costs. ERCOT may recommend other user fee changes to the Board while the
2018/2019 ERCOT biennial budget is in effect, but management is not aware of specific new fees
or their revenues at this time.

ERCOT’s proposed 2018/2019 biennial budget includes interest income of $1.3 million in
both 2018 and 2019.

4 See 16 TAC § 25.363(f).
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Sources and Uses Summary Table
2018 Board Approved 2019 Board Approved
Amount Amount
($ in millions) ($ in millions)

Sources
System Administration Fee Revenues $201.8 $207.4
Reliability Organization Assessment 15.0 15.0
Other Revenues 55 5.6
Total Sources $222.3 $228.0
Uses
Department Expenditures $171.3 $174.9
Project Expenditures 28.5 28.5
Reliability Organization Assessment 15.0 15.0
Repayment of Long Term Debt 4.0 4.0
Increase in Working Capital 3.5 5.6
Total Uses $222.3 $228.0

Mission and Driving Forces
ERCOT’s mission and driving forces are detailed in its 2014 - 2018 Strategic Plan, which

is included in ERCOT’s proposed 2018/2019 biennial budget submission as Attachment E,
ERCOT 2014 — 2018 Strategic Plan.

Budget Drivers for 2018/2019

In its presentations to the ERCOT Board, and in its consultation meetings with Commission
staff, ERCOT has identified three Budget request drivers for 2018/2019 as follows:

1. Maintain consistency with the approved 2016-2017 Budget;
2. Incorporate key initiatives; and
3. Comply with the Board’s debt strategy.

Consistency with Approved 2016-2017 Biennial Budget

ERCOT has prioritized maintaining consistency with the approved 2016-2017 Biennial
Budget as one of its three budget drivers. To maintain this consistency with the 2016-2017 Bien-
nial Budget, ERCOT will maintain the current System Administration Fee of $0.555 per MWh.
In addition, ERCOT will continue budgeting with a multi-year planning horizon in which ERCOT
incorporates known items in out years (e.g., major information technology refreshes), accounts for
the cost of inflation (such as labor at 4 percent, non-labor at 2.3 percent, and load growth at less
than 2 percent), maintains the headcount of 749 full-time equivalent (FTE) employees consistent
with the previously approved 2016-2017 Biennial Budget, and continues to use debt and working
capital to keep the System Administration Fee consistent across years.
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Incorporation of Key Initiatives

As another budget driver, ERCOT has incorporated key initiatives, including addressing
the changing resource mix, improving training, and maintaining complex hardware and software
systems. To address the changing resource mix, ERCOT continues to develop new tools and
changes its operating practices to minimize risks associated with the changing mix and works with
stakeholders to identify and implement protocol and guide changes to deliver grid reliability and
support the success of the competitive market. ERCOT will improve training by enhancing its
capability to provide effective training to ERCOT staff and market participants to support region-
wide grid reliability by making new investments in ERCOT’s operator training facilities. To main-
tain its complex hardware and software systems, ERCOT will manage the technological sophisti-
cation required by a modern electric grid, update software and hardware systems for changes in
ERCOT’s market rules and reliability requirements, and periodically replace hardware systems.

Compliance with the Board’s Debt Strategy

The final of ERCOT’s budget drivers is its need to comply with the Board’s debt strategy.
In order to maintain compliance with this strategy, ERCOT will maintain or improve ERCOT’s
long-term financial integrity by continuing to decrease outstanding debt. ERCOT will maintain
stable, fair and predictable fees by using debt matching appropriately. In addition, ERCOT will
provide lowest cost to System Administration Fee-payers by using the lowest cost debt that is
available and appropriate.

As an ongoing effort to maintain the current fee level, ERCOT management continues to
seek areas of opportunity to improve operational efficiency. ERCOT management has improved
operational efficiency through a variety of efficiency initiatives, such as, grid information enhance-
ment, system consolidation, automated testing, and fast-path projects. ERCOT continues to enable
grid and market operations teams to develop their own analytical and situational awareness tools,
with no risk to production systems or extensive projects requiring significant staff time. In addi-
tion, ERCOT continues to automate several information technology testing processes and reduce
staff time used on manual processes. By way of example, a recent emergency patch took three
days to implement rather than the more typical two to three weeks, due to the implementation of
automated technology testing processes. ERCOT continues to streamline its processes for low-
risk, low-cost projects, thereby reducing complexity and staff time and delivering to the market
and other users faster. To date in 2017, 22 processes for these low-risk, low-cost projects have
been streamlined and have delivered improved efficiencies. ERCOT management will actively
continue to seek these types of opportunities for improved operational efficiency throughout the
2018-2019 budget years.
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Conclusion

ERCOT will provide additional information, as requested, to facilitate the Commission’s
review of ERCOT’s 2018/2019 biennial budget and Fee submission. ERCOT respectfully requests
that the review process conclude by year-end 2017 to allow ERCOT to implement the proposed
2018/2019 biennial budget and Fee beginning January 1, 2018.

Bill Magness
ERCOT President & Chief Executive Officer
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Attachment D

ERCOT 2018/2019 Biennial Budget Schedules and Workpapers
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Electric Reliability Council of Texas, Inc. (ERCOT)
Fiscal Year 2018-2019 Budget Request
Workpaper 1: 2017 Board Of Directors

Line

Role

Board Member

Board Member Type

Term

1 Director, Board Chair

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Director, Vice Chair

Craven Crowell

Judy Walsh

Unaffiliated (Independent) Director

Unaffiliated (Independent) Director

Term 1: 01/01/2012-12/31/2014
Term 2: 01/01/2015 - 12/31/2017
01/01/2018-12/31/2020

Term 1: 01/01/2012-12/31/2014
Term 2: 01/01/2015 - 12/31/2017
01/01/2018-12/31/2020

Term 3: Pending PUCT Approval -

Term 3: Pending PUCT Approval -

Director Peter Cramton Unaffiliated (Independent) Director Term 1: 08/17/2015 - 08/16/2018
Term 2: Eligible for two additional terms
Term 3 (final):
Director Karl Pfirrmann Unaffiliated (Independent) Director Term 1: 01/01/2012-12/31/2014
Term 2: 01/01/2015 - 12/31/2017  Term 3: Pending PUCT Approval -
01/01/2018-12/31/2020
Director Vacant Unaffiliated (Independent) Director Previously held by Jorge Bermudez until resignation on October 4, 2016;
Currently seeking a replacement for this position.
Director Vacant Public Utility Commission of Texas Chair Previously held by Donna Nelson through May 15, 2017; Waiting for new
(Ex Officio, Non-Voting Director) Chair to be appointed.
Director Bill Magness ERCOT Chief Executive Officer (Ex Officio,
Voting Director)
Director Tonya Baer The Public Counsel (Office of Public Utility
Counsel) - Consumer Segment - Residential
and Small Commercial (Ex Officio, Voting
Director)
Director Jack Durland Consumer Segment - Industrial
Director Nick Fehrenbach Consumer Segment - Large Commercial
Director Clifton Karnei Cooperative Segment
Director Randy Jones Independent Generator Segment
Director Keith Emery Independent Power Marketer Segment
Director John Werner Independent Retail Electric Provider (REP)
Segment
Director Wade Smith Investor-Owned Utility Segment
Director Carolyn Shellman Municipal Segment
Segment Alternate Jennifer Richie Consumer Segment - Commerccial
Segment Alternate Sam Harper Consumer Segment - Industrial
Segment Alternate Mike Kezar Cooperative Segment
Segment Alternate Kevin Gresham Independent Generator Segment
Segment Alternate Seth Cochran Independent Power Marketer Segment
Segment Alternate Kenny Mercado Investor-Owned Utility Segment
Segment Alternate Rick Bluntzer Independent REP
Segment Alternate Vacant Municipal Segment Previously held by Phil Williams through July 11, 2017; Waiting for new
Segment Alternate to be elected
Note:

Unaffiliated Directors are selected by the Nominating Committee of the Board, elected by the ERCOT Corporate Members and approved by the PUCT for a term of three years,

subject to a term limit of two three-year renewals (for a maximum of nine years of service). For renewals, each Unaffiliated Director must be re-elected and re-approved for each
subsequent three-year term. Market Segment Directors and Segment Alternates, as applicable, are elected by their respective Market Segments for a term of one year (that is, for
service of January 1 through December 31 each year). The Bylaws do not prescribe any term limits; however, some Market Segments have their own internal guidelines for limits on
terms of service. Ex Officio Directors serve by virtue of their office and maintain their positions on the Board so long as they continue to hold their respective positions outside of

the Board.
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Electric Reliability Council of Texas, Inc. (ERCOT)

Fiscal Year 2018-2019 Budget Request

Workpaper 2: Object of Expense Mapping - ABEST to ERCOT

ABEST
Line Object ABEST Object Description ERCOT Spend Category ERCOT Account Summary
1 1001 Salaries & Wages Payroll - Salaries & Wages Salaries
2 1001 Salaries & Wages Overtime Pay Salaries
3 1001 Salaries & Wages Vacation Liability Salaries
o ® i

4 75% to 1001 (1 Salaries & Wages Contra Labor for Projects Project Funded Labor

250 to 1002 Other Personnel Costs

75% t0 1001®  Salaries & Wages
5 M t Chall N/A

2506 to 1002 Other Personnel Costs anagement Lhaflenge
6 1002 Other Personnel Costs Bonus (Referral, Sign On) Salaries
7 1002 Other Personnel Costs Award Salaries
8 1002 Other Personnel Costs Severance Pay Salaries
9 1002 Other Personnel Costs Service Anniversary Awards Salaries
10 1002 Other Personnel Costs Gift Cards/Prizes Salaries
11 1002 Other Personnel Costs Health & Wellness Expense Benefits & Taxes
12 1002 Other Personnel Costs Health Insurance Benefits & Taxes
13 1002 Other Personnel Costs Dental Insurance Benefits & Taxes
14 1002 Other Personnel Costs Short-Term Disability Benefits & Taxes
15 1002 Other Personnel Costs Long-Term Care Benefits & Taxes
16 1002 Other Personnel Costs Life Premiums Benefits & Taxes
17 1002 Other Personnel Costs Health Savings Account - Employer Cost Benefits & Taxes
18 1002 Other Personnel Costs 401K Match Benefits & Taxes
19 1002 Other Personnel Costs Roth IRA Match Benefits & Taxes
20 1002 Other Personnel Costs Pension Contributions Benefits & Taxes
21 1002 Other Personnel Costs Payroll Taxes - Social Security Benefits & Taxes
22 1002 Other Personnel Costs Payroll Taxes - Medicare Benefits & Taxes
23 1002 Other Personnel Costs Payroll Taxes - SUI Benefits & Taxes
24 1002 Other Personnel Costs Payroll Taxes - Federal Benefits & Taxes
25 1002 Other Personnel Costs PBO Service Cost Benefits & Taxes
26 1002 Other Personnel Costs PBO Interest Cost Benefits & Taxes
27 1002 Other Personnel Costs Reward/Recognition-NonMonetary Other Expenses
28 2001 Professional Fees & Services Professional Services Outside Services
29 2001 Professional Fees & Services Professional Services - Training Outside Services
30 2001 Professional Fees & Services Immigration Services Outside Services
31 2001 Professional Fees & Services External Staffing Outside Services
32 2001 Professional Fees & Services Legal Services Outside Services
33 2001 Professional Fees & Services Board Retainer Outside Services
34 2001 Professional Fees & Services Board Non-Taxable Expenses Outside Services
35 2001 Professional Fees & Services Audit Services Outside Services
36 2001 Professional Fees & Services Market Monitoring Services Outside Services
37 2001 Professional Fees & Services Professional Services - Research/Studies Outside Services
38 2002 Fuels & Lubricants Fuel Oil Utility, Maintenance & Facility
39 2003 Consumable Supplies Office Supplies Materials, Supplies & Equipment
40 2003 Consumable Supplies Janitorial Supplies Materials, Supplies & Equipment
41 2004 Utilities Electricity Utility, Maintenance & Facility
42 2004 Utilities Water/Gas/Sewer/Trash Utility, Maintenance & Facility
43 2004 Utilities Telephone - Local Utility, Maintenance & Facility
44 2004 Utilities Telephone - Long Distance Utility, Maintenance & Facility
45 2004 Utilities Internet Service Utility, Maintenance & Facility
46 2004 Utilities Conferencing Utility, Maintenance & Facility
47 2004 Utilities Wide Arean Network (WAN) Reimbursable Costs  Utility, Maintenance & Facility
48 2004 Utilities Data Center Connectivity Utility, Maintenance & Facility
49 2004 Utilities Cellular Phone Employee Expenses
50 2004 Utilities Remote System Access Employee Expenses
51 2004 Utilities Wireless PC Card Employee Expenses
52 2005 Travel Mileage Reimbursement Employee Expenses
53 2005 Travel Business Meals Employee Expenses
54 2005 Travel Personal Meals Employee Expenses
55 2005 Travel Car Rental Employee Expenses
56 2005 Travel Airfare Employee Expenses
57 2005 Travel Lodging Employee Expenses
58 2005 Travel Ground Transportation Employee Expenses
59 2005 Travel Gasoline Employee Expenses
60 2005 Travel Parking Employee Expenses

Notes:

ABEST object.

reporting of the expenses.

(1) The contra credit accounts for project funded labor are allocated at 75% to the 1001-Salaries & Wages ABEST object and 25% to the 1002-Other Personnel Costs

(2) These expenses do not clearly correlate to ABEST objects; therefore, ERCOT has assigned pseudo ABEST object numbers in the allocation model to assist with
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Electric Reliability Council of Texas, Inc. (ERCOT)
Fiscal Year 2018-2019 Budget Request

Workpaper 2: Object of Expense Mapping - ABEST to ERCOT

ABEST
Line Object ABEST Object Description ERCOT Spend Category ERCOT Account Summary
61 2006 Rent - Building Office Rent Utility, Maintenance & Facility
62 2006 Rent - Building Storage Rental Utility, Maintenance & Facility
63 2007 Rent - Machine & Other Equipment Rental Materials, Supplies & Equipment
64 2007 Rent - Machine & Other Miscellaneous Rental Utility, Maintenance & Facility
65 2008 Debt Service Debt Principal Debt Service
66 2008 Debt Service Fees & Interest Expense Interest & Fees
67 2009 Other Operating Expenses Bank Fees Interest & Fees
68 2009 Other Operating Expenses Relocation Benefit Salaries
69 2009 Other Operating Expenses Equipment Maintenance Materials, Supplies & Equipment
70 2009 Other Operating Expenses Vehicle Maintenance Materials, Supplies & Equipment
71 2009 Other Operating Expenses Frame Relay Materials, Supplies & Equipment
72 2009 Other Operating Expenses Equipment & Tools Materials, Supplies & Equipment
73 2009 Other Operating Expenses Property Tax Utility, Maintenance & Facility
74 2009 Other Operating Expenses Building Maintenance Utility, Maintenance & Facility
75 2009 Other Operating Expenses Building Systems Maintenance Utility, Maintenance & Facility
76 2009 Other Operating Expenses Grounds Maintenance Utility, Maintenance & Facility
77 2009 Other Operating Expenses Custodial Service Utility, Maintenance & Facility
78 2009 Other Operating Expenses Miscellaneous Facility Services Utility, Maintenance & Facility
79 2009 Other Operating Expenses Insurance Premiums Insurance
80 2009 Other Operating Expenses Professional Dues Employee Expenses
81 2009 Other Operating Expenses Registration Fees Employee Expenses
82 2009 Other Operating Expenses College Education Reimbursement Employee Expenses
83 2009 Other Operating Expenses Company Dues Other Expenses
84 2009 Other Operating Expenses Publications Other Expenses
85 2009 Other Operating Expenses Subscriptions - Training Other Expenses
86 2009 Other Operating Expenses Subscriptions - Data Services Other Expenses
87 2009 Other Operating Expenses Corporate Events Other Expenses
88 2009 Other Operating Expenses Market Meetings Other Expenses
89 2009 Other Operating Expenses Moving Expenses Other Expenses
90 2009 Other Operating Expenses Job Posting Other Expenses
91 2009 Other Operating Expenses Recruiting Expense Other Expenses
92 2009 Other Operating Expenses Employment Screening Other Expenses
93 2009 Other Operating Expenses Temp-to-Hire Fees Other Expenses
94 2009 Other Operating Expenses Postage & Shipping Other Expenses
95 2009 Other Operating Expenses Printing & Copying Services Other Expenses
96 2009 Other Operating Expenses Tax - Sales, Excise & Use Other Expenses
97 2009 Other Operating Expenses Black Start Training Other Expenses
98 2009 Other Operating Expenses Operator Training Seminar Other Expenses
99 2009 Other Operating Expenses Legal Claims & Settlements Other Expenses
100 2009 Other Operating Expenses Media Other Expenses
101 2009 Other Operating Expenses Late Fee Payment Other Expenses
102 2009 Other Operating Expenses Write Off Adjustments Other Expenses
103 2009 Other Operating Expenses Miscellaneous Expense Other Expenses
104 2010 HW/SW Maintenance & Licenses Information Technology Hardware HWY/SW License & Maintenance
105 2010 HW/SW Maintenance & Licenses Software License Perpetual HWI/SW License & Maintenance
106 2010 HW/SW Maintenance & Licenses Software License Renewable HWI/SW License & Maintenance
107 2010 HW/SW Maintenance & Licenses Software Maintenance HW/SW License & Maintenance
108 2010 HW/SW Maintenance & Licenses Hardware Support & Maintenance HWY/SW License & Maintenance
109 2010 HW/SW Maintenance & Licenses Hardware Services HWI/SW License & Maintenance
110 2010 HW/SW Maintenance & Licenses Software Services HWI/SW License & Maintenance
111 2010 HW/SW Maintenance & Licenses Software as a Service (SAAS) HWI/SW License & Maintenance
112 2011 Reliability Organization Assessment ERO Assessment Other Expenses
113 5000 Capital Expenditures Capital Expenditures Capital Expenditures
114 5000 Capital Expenditures Minor Capital Expenditures Minor Capital
115 5000 Capital Expenditures Common Infrastructure Expenditures Common Infrastructure

Notes:

(1) The contra credit accounts for project funded labor are allocated at 75% to the 1001-Salaries & Wages ABEST object and 25% to the 1002-Other Personnel Costs

ABEST object.

(2) These expenses do not clearly correlate to ABEST objects; therefore, ERCOT has assigned pseudo ABEST object numbers in the allocation model to assist with

reporting of the expenses.
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Attachment E

ERCOT 2014 — 2018 Strategic Plan
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