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MEMO

	Date:
	September 14, 2004

	To:
	Board of Directors

	From:
	Bob Kahn, Chair HR & Governance Committee

	Subject:

	401(k) Plan and Money Purchase Plan Changes


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date: September 21, 2004
Agenda Item No.: 10a


	Issue: 
ERCOT must update its 401(k) Plan and Money Purchase Plan (collectively, the “Plans”) to designate the new CEO as trustee.  At the same time, ERCOT could add the CFO as an additional co-trustee with the CEO and the COO. 



	Background/History: 
Historically the CEO and COO were listed as co-trustees of the 401k and Money Purchase Plans. During the time of the trustee designations, the CEO and COO were the only officers employed by ERCOT. With the retirement of Tom Noel, the need exists to update the trust agreements for the benefit plans with the new CEO. Concurrently, ERCOT can add an additional officer as trustee to increase the probability that at least two trustees are available to manage oversight of the Plans. 



	Key Factors Influencing Issue: 
1. ERCOT has a fiduciary duty with respect to the plans, and should take steps to update plan information when required. 

2. The retirement of one existing trustee, CEO Tom Noel, and the need to update the trust agreements.

3. Updating the trustee designations has no effect on the plans. 



	Alternatives: 
1. Update the CEO trustee designation only.
2. Update the CEO trustee designation and add the CFO trustee designation thereby naming three trustees of the Plans.
3. Update the CEO trustee designation and replace the COO trustee designation with another officer designation thereby maintaining two trustees of the Plans.

	Conclusion/Recommendation: 
The H.R. & Governance Committee and ERCOT staff recommend that the Board approve ERCOT’s execution of documents to modify the trustee agreements for the 401(k) Plan and Money Purchase Plan with NEF to update the CEO designation to Tom Schrader, and adding one additional officer, the CFO as trustee. The Plans will designate three trustees, the CEO, COO and CFO. A proposed resolution is provided.



RESOLUTION OF THE ERCOT BOARD OF DIRECTORS

WHEREAS, the Electric Reliability Council of Texas, Inc. (“ERCOT”) maintains ERCOT’s 401(k) Savings Plan (the “401(k) Plan”) and ERCOT’s Texas Money Purchase Plan (the “Money Purchase Plan”) (collectively, the “Plans”), each of which is a defined contribution plan and trust agreement maintained under Sections 401(a) et seq. of the Internal Revenue Code of 1986 (the “Code”); 

WHEREAS, ERCOT appoints Mr. Thomas F. Schrader and Ms. Maxine N. Buckles, and reappoints Mr. Sammy Jones as Trustees under the Plans and said Trustees have indicated their acceptance of the trusts created under the Plans; and

WHEREAS, ERCOT shall continue to be designated as the Plan Administrator of the Plans for purposes of the Employee Retirement Income Security Act of 1974, as amended (“ERISA”).

After full discussion and due consideration thereof, it was duly

RESOLVED, that the appointment of Mr. Thomas F. Schrader and Ms. Maxine N. Buckles, and reappointment of Mr. Sammy Jones as Trustees under the Plans be and hereby is in all respects authorized, approved and confirmed; and 

FURTHER RESOLVED, that the continued designation of ERCOT as the Plan Administrator of the Plans for purposes of ERISA be and hereby is in all respects authorized, approved, ratified and confirmed; and

FURTHER RESOLVED, that the appropriate officers of ERCOT be and hereby are severally authorized to direct that such contributions from the funds of ERCOT be made each year as shall be required under the provisions of the Plans, subject to the right of ERCOT reserved in the Plans to amend or to terminate the Plans at any time; and

FURTHER RESOLVED, that the actions of the officers of ERCOT in executing such documents as may be required and in taking such other actions as may be necessary or desirable to effectuate the foregoing resolutions, to render said amended and restated Plans fully effective, and otherwise to maintain for the Plans compliance with the requirements of the Code, ERISA, and any other applicable legal requirements be and hereby are in all respects authorized, approved, ratified and confirmed.
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