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To: 
ERCOT Board of Directors

From:  
Margaret Pemberton
Subject:  
Bylaws Amendments
Issue for ERCOT Board of Directors’ Decision
ERCOT Board of Directors Meeting Date:  December 15, 2002
Agenda Item:  7
	Issue:  Modifications to the ERCOT Bylaws, and related Board Procedures changes, to implement a hybrid Board structure with both independent and stakeholder Board Members.

	Background/History:  At the last Legislative Oversight Committee (LOC) meeting, the Legislators commented that ERCOT’s Board is too large and slow to act, and Chairman Wolens presented his idea of transition to a completely independent ERCOT Board.  In response, the ERCOT Governance Working Group began discussing various governance options.  These options ranged from keeping the Board as it is now to moving all the way to an independent Board.  After several meetings and much discussion, the Governance Working Group agreed upon a structure with both stakeholder and independent representation.  This blended and balanced structure would be the result of a transition period during which the Board is reduced in size and independent directors are added. 

	Discussion:  Attachment A describes both Chairman Wolens’ proposal and the proposed hybrid Board structure in detail.  Attachment B contains the redlined revisions to the Bylaws necessary to implement the proposed hybrid structure as well as some other minor changes to the Bylaws recommended by the Governance Working Group.  Attachment C contains the timeline necessary to implement the Bylaws changes.  Attachment D shows redlined changes to the Board Procedures (Section Nine) necessitated by the Bylaws changes.

Key changes are as follows:

· Move to 19 Members by December 2002:  Article 4(2)

· Segment Alternate Board Members – Article 2(17) – Definitions and Article 4.3(j)

· Add Independent Directors by June 2003 – Article 4.5


4.5(b)(1) – Nominating Committee


4.5(b)(2) – Qualifications for Independent Board Members


4.5(b)(3) – Board approval of slate


4.5(b)(4) – Member approval of slate


4.5(b)(5) – Term of Office

· Fourteen Member Board seated in December 2003 – Article 4.4

· Compensation for Board Members – Article 9.1

· Board Members abstaining from a vote do not count against – Article 13.7

· Eliminating Sectors also eliminates the need for the two exceptions for TexLa Electric Cooperative and Rayburn Electric Cooperative.

	Alternatives:  Recommend the revised Bylaws to the Membership for approval or leave the Bylaws as currently drafted.

	Conclusion/Recommendation:  Approve the proposed revisions to the Bylaws and recommend to the ERCOT Membership for approval on an expedited timeline, with the Annual Meeting of Corporate Members set for December 17, 2002; such Membership approval of the Bylaws shall be contingent on PUCT approval of the revised Board configuration.  Approve the revisions to the Board Procedures as provided in Attachment D contingent on approval of the Board configuration by the PUCT.  
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