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Date:
November 12, 2002

To:
Board of Directors

From:
 Maxine Buckles

Subject:  Purchase of Met Center Building

Issue for the ERCOT Board of Directors

ERCOT Board of Directors Meeting Date:  November 19, 2002

Agenda Item:  8 (a)

	Issue:  ERCOT’s lease on the Met Center building contains an option to purchase.  A clause in the option language allows ERCOT additional credit for ERCOT improvements in the early years of the lease.  



	Background/History:  During lease negotiations, ERCOT staff requested that the lease contain some recognition of ERCOT’s capital improvements in calculating the purchase option price.  The landlord proposed language which was accepted by ERCOT and became part of the lease agreement.



	Key Factors Influencing Issue:  If the landlord sells the building, ERCOT has a right of first refusal, but cannot take advantage of the cost of its capital improvements.  The value of the capital improvements in determining ERCOT’s purchase price decreases more rapidly in the early years of the lease.  The landlord may assert that the lease language was the result of a mistake and should not be enforceable.  ERCOT has expended significant capital funds in improving this property.  ERCOT’s Treasurer has performed a financial analysis and determined it beneficial to own this property rather than lease it.



	Alternatives: 
1.  Take no action.  

2.  Take the steps necessary to exercise ERCOT’s option to purchase the building.



	Conclusion/Recommendation:  ERCOT staff recommends that ERCOT exercise its option to purchase the Met Center building.




	AUSTIN

7620 Metro Center Drive



Austin, Texas 78744

Tel. 512.225.7000

Fax 512.225.7020
	www.ercot.com
	TAYLOR

2705 West Lake Drive

Taylor, Texas 76574

Tel. 512.248.3000

Fax 512.248.3095



[image: image1.png]