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Date:     
March 14, 2003
To:         
ERCOT Board of Directors

From:    
Maxine Buckles, CFO

Subject: 
ERCOT Credit Facility
Issue for ERCOT Board of Directors

ERCOT Board of Directors Meeting Date:  March 18, 2003
Agenda Item:  No. 9.
	Issue:
ERCOT requires Board of Directors’ authorization to execute the necessary documents for the renewal of its $50 million revolving bank credit facility to provide liquidity as needed.  In addition, ERCOT requires Board of Directors’ authorization to evaluate and negotiate supplemental financing mechanisms, which may include an uncommitted line of credit (estimated up to $10 million) and term financing with three to five year maturities (estimated up to $30 million).



	Background/History:

At the April 2002 Board meeting, the Board approved ERCOT’s execution of the documents necessary for obtaining a $50 million short-term credit facility. That facility will expire on April 30, 2003.  ERCOT continues to have a need to provide for liquidity by arranging a continuation of that facility. 

 


	Key Factors Influencing Issue:

· Need for additional financing to cover timing imbalances between income and expenses.

· Need for additional financing to fund a portion of ongoing capital expenditures.

· Current market conditions reflect particularly attractive borrowing rates.



	Alternatives:

· Increase administrative fee to build a cash reserve sufficient to cover imbalances between income and expenses.

· Increase administrative fee in an amount sufficient to cover total cost of ongoing capital expenditures.

· Obtain additional long-term financing

· Provide a balance of up to $80 million in short-term financing arrangements to supplement existing long-term financing



	Conclusion/Recommendation:

The Finance & Audit Committee and ERCOT Staff recommend that the Board allow ERCOT Staff to obtain a balance of up to $80 million in short-term financing arrangements to supplement existing long-term financing by approving the following resolutions: 




	RESOLUTIONS OF

THE BOARD OF DIRECTORS OF

ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC.

March 18, 2003

WHEREAS, the board of directors (the “Board”) of Electric Reliability Council of Texas, Inc., a Texas non-profit corporation (the “Company”) deems it desirable and in the best interests of the Company, in order to provide financing for its business, to maintain its Revolving Credit Facility (the “Credit Facility”) with Bank One, N.A. (the “Bank”) which Credit Facility will provide for a loan or loans or other extension of credit to the Company in the aggregate principal amount of up to $80,000,000.00 (the “Loan”) by the Bank and/or a syndicate of lenders including the Bank, such Loan to be evidenced by a credit or loan agreement and certain other instruments or agreements.

Credit Agreement

RESOLVED, that a credit or loan agreement, prepared pursuant to and with substantially similar terms and conditions of the Credit Facility and to be entered into by the Company and the lenders that are parties thereto (together with all exhibits and schedules thereto, referred to herein as the “Credit Agreement”), is hereby authorized and approved in each and every respect; and each and every transaction effected or to be effected in accordance with the terms of the Credit Agreement is hereby authorized and approved in each and every respect; and 

RESOLVED, that the Company enter into the Credit Agreement; and that each Authorized Officer is hereby severally authorized to execute and deliver, in the name and on behalf of the Company, the Credit Agreement, substantially in the form as shall be approved by the officer executing and delivering the same, such approval to be evidenced conclusively by such execution and delivery; and

Delegation of Pricing and Other Authority

RESOLVED, that the Board severally designates, authorizes and empowers each of the Chief Executive Officer, Chief Operating Officer and the Chief Financial Officer of the Company (“Authorized Officers”) (acting together or individually) to exercise all lawfully delegable powers of the Board in the determination of the price, maturity, interest rate and other terms (financial and otherwise) at which the mid-term (three to five year) notes will be offered and sold to lenders; and

Other Credit Documents

RESOLVED, that the Authorized Officers be, and each of them singly hereby is, authorized and empowered in the name of and on behalf of the Company from time to time to do and perform such acts and deeds and to make, execute and deliver all such other agreements, certificates, instruments and documents on behalf of the Company as may be necessary and by them deemed appropriate to comply with, or to evidence compliance with, the terms, conditions or provisions of the Credit Agreement and to carry out the intent of these resolutions, and all acts and things whether heretofore or hereafter done or performed by any of the officers of the Company which are in conformity with the intents and purposes of these resolutions shall be and the same are hereby in all respects ratified, confirmed and approved; and further

RESOLVED, that the authority granted to the Authorized Officers under these resolutions shall include the authority to perform such further acts and deeds as may be necessary, in the judgment of the officers, to carry out the terms, conditions or provisions contemplated by the Credit Agreement and any other certificate, instrument or document related thereto, such approval to be conclusively evidenced by such officer’s execution thereof.
General

RESOLVED, that the Authorized Officers and any person or persons designated and authorized so to act by any Authorized Officer are hereby each severally authorized to do and perform or cause to be done and performed, in the name and on behalf of the Company, all other acts, to pay or cause to be paid, on behalf of the Company, all related costs and expenses and to execute and deliver or cause to be executed and delivered such other notices, requests, demands, directions, consents, approvals, orders, applications, agreements, instruments, certificates, undertakings, supplements, amendments, further assurances or other communications of any kind, under the corporate seal of the Company or otherwise and in the name of and on behalf of the Company or otherwise, as he, she or they may deem necessary, advisable or appropriate to effect the intent of the foregoing resolutions or to comply with the requirements of the instruments approved and authorized by the foregoing resolutions, including but not limited to the Credit Facility Commitment Letter, the Credit Agreement and any other certificate, instrument or document related thereto; and

RESOLVED, that each of the Authorized Officers is hereby authorized and empowered to obtain financing pursuant to these authorizations up to $80 million for this Company, and 

RESOLVED, that any acts of any Authorized Officer of the Company and of any person or persons designated and authorized to act by any Authorized Officer of the Company, which acts would have been authorized by the foregoing resolutions except that such acts were taken prior to the adoption of such resolutions, are hereby severally ratified, confirmed, approved and adopted as the acts of the Company; and 

RESOLVED, that the Secretary of the Company is hereby authorized and empowered to certify to the passage of the foregoing resolutions under the seal of this Company or otherwise.
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