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Attachment A

ERCOT Governance Options

A.
Representative Wolen’s Proposal (verbatim)

1.  Transition period.

Although current law requires a stakeholder board of directors in ERCOT, it does not prevent the stakeholders from adding independent board members in addition to the stakeholder board. Although the statute calls for an 18-member board, ERCOT currently has 25 board members.  The ERCOT board has grown too large and slow to act.  ERCOT should modify its bylaws to reduce the size of the board of directors, while including new directors unaffiliated with any ERCOT market participant or vendor of any products or services utilized in the ERCOT market. This transitional board could be in place by January 1, 2003.

2.  Long Term.

We should consider restructuring the ERCOT ISO to provide for an independent board to be seated by January 1, 2004 under the following qualifications and selection process:

a. The Public Utility Commission of Texas would open nominations on September 1 of each year and close the nominations period on September 30 of each year for positions on the ERCOT Board of Directors.

b. ERCOT would create a stakeholders nominations committee. The committee would provide the PUC a list of nominees for open seats on the board of directors.

c. The PUC would also accept nominations for a position on the ERCOT Board of Directors from the public during the open nominations period.

d. To qualify for nomination, a person would not have been employed by or received compensation for products or services from a participant in the ERCOT market or affiliate of an ERCOT market participant for a period of one year prior to nomination.

e. A member of the ERCOT Board of Directors would not own more than $10,000 in securities or other investment devices of any ERCOT market participant or affiliate of any ERCOT market participant. A member of the ERCOT Board of directors would not own or control more than a 10 percent pecuniary interest in any ERCOT market participant, affiliate of an ERCOT market participant, or any firm that has conducted business with ERCOT within one year of the date of assuming a directorship. A candidate for the ERCOT Board of Directors who would not meet one of the above criteria may meet the criteria through divestiture of investments or ownership.

f. From the list of nominations made to the PUC, the Commission would present a slate of candidates to fill all empty board seats to the ERCOT membership for approval. Voting members of ERCOT would accept or reject the entire slate of candidates. Failure to accept the PUC’s slate would cause the PUC to submit another slate for consideration by the membership until a slate is finally approved.

g. Board members would serve staggered, two-year terms. No board member would serve more than four consecutive two-year terms.

h. The ERCOT Board of Directors would be prohibited from entering a business relationship with any firm in which a member of the board of directors has a pecuniary interest exceeding 10 percent ownership or control or a value of $10,000 or greater.

B.  Blended/Balanced Board

1.  December 2002

As a first step in the transition to the blended/balanced Board, the 2003 Board will be decreased to 19 members (based upon Segment representation).  The following Board would be seated for the first half of 2003:

	12
	Two Representatives for each of six Segments (Muni, Coop, IOU, Ind. REP, Ind. Gen., Ind. Power Marketer) with one designated alternate for each Segment

	4
	Consumers (OPUC, 1 residential, 1 commercial, 1 industrial)

	1
	LCRA

	1
	ERCOT CEO

	1
	PUCT Chair (non-voting)

	19 (18 votes)
	Total


Quorum (50% of all 19 members)  = 10 members

Action (67% of 18 voting members)  = 13 votes (12.06)

2.  June 2003

Due to the time involved in finding and retaining qualified independent Board members with backgrounds in banking, insurance and risk management and information technology, the Governance Working Group suggests adding three independent Board members midway through 2003.  The following structure would result:

	12
	Two Representatives for each of six Segments (Muni, Coop, IOU, Ind. REP, Ind. Gen., Ind. Power Marketer) with one designated alternate for each Segment

	4
	Consumers (OPUC, 1 residential, 1 commercial, 1 industrial)

	1
	LCRA

	1
	ERCOT CEO

	1
	PUCT Chair (non-voting)

	3
	Three Independent Board Members

	22 (21 votes)
	Total


Quorum (50% of all 22 members)  = 11 members

Action (67% of 21 voting members)  = 15 votes (14.07)

3.  December 2003

The blended/balanced Board will be seated with the following representation:

	3
	One Muni 

One Coop

One IOU 

(One designated alternate for each Segment)
	3
	Three Independents

(backgrounds in banking, insurance and risk management, and IT)

	3
	One Ind. REP

One Ind. Gen.

One Ind. Power Marketer

(One designated alternate for each Segment)
	3
	One Industrial Consumer 

One Commercial Consumer 

OPUC

	1
	ERCOT CEO

	1
	PUCT Chair (non-voting)

	Total: 14 members (13 votes)


Quorum (50% of all 14 members)  = 7 members

Action (67% of 13 voting members)  = 9 votes (8.71)
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