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What Is ERCOT?

« An Intrastate Interconnection

e 85% of Texas electrical load

e 10 Control Areas

« 55,800 MW peak demand as of 7/20/00
e 63,000 MW of generation

« Average annual load growth of 4.2%

« Wholesale ISO has been in operation since late
1996 - responsible for:
— Reliability of the Interconnection
— Energy transaction Scheduling and accounting
— Supervision of transmission planning and acquisition
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ERCOT Is Expanding The ISO To Comply
W ith Recent Texas Legislation (SB 7)

» Establishesretail accessin IOU service areas
— Munis and Coops can “opt out”
 Requires ERCOT IS0 to:
— Oversee the reliability of the Interconnection
— Ensure fair access for all participants
— Ensure accurate wholesale energy accounting

— Ensure customer information is conveyed to the
proper partiesin atimely manner

4 8/29/00



I3ERCOT

The Texas Connection

ERCOT Is Transitioning To
A Single Control Area Interconnect

« Simplifies settlement of retail access market
« Eliminates Control Area advantages

|SO will operate the grid

« |SO performsload balancing

« |SO performs frequency regulation

« Uses ancillary services provided by the market
participants and purchased through bids
— M arket can provide 55% over 38 MW
— 1SO purchases the remainder using a bid market
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No benefit analysis performed — built in response to a Public
Utility Commission of Texas rulemaking

Formed through a consensus industry wide filing

Started up in a sequential manner as functions were available
for use

Original cost of about $6,000,000

Original staff of 28 — grew to 45 for wholesale operations
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