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MEMO

	Date:
	September 14, 2004

	To:
	ERCOT Board of Directors

	From:
	Maxine Buckles, CFO

	Subject:

	Term Loan—Extension of Deadline for Drawing Funds


Issue for the ERCOT Board of Directors

	ERCOT Board of Director Meeting Date:  September 21, 2004
Agenda Item No.:   7a


	Issue: 
Whether to negotiate an extension of the draw down deadline in ERCOT’s current Term Loan Facility to allow ERCOT to keep the availability of the funds through April of next year.

The authorization and resolution requested herein is intended to supplement the authorization contained in the Board’s April 20, 2004 financing Resolution.



	Background/History: 
ERCOT anticipates under-spending its O&M and capital budgets for 2004. At the August 2004 Board meeting, the Board of Directors authorized ERCOT to reduce the debt of ERCOT by the amount of this under-spending. ERCOT will accomplish this through reduced borrowing in 2004, under the existing Term Loan Facility.  

In the Term Loan Facility, ERCOT negotiated an extended period over which funds could be borrowed, so that debt was not incurred before it was needed. This extended draw down period expires around October 31, 2004. Thus far, ERCOT has borrowed $35 million under the Term Loan Facility.  ERCOT anticipates borrowing an additional $5 million prior to October 31, 2004.

To preserve the borrowing capacity under this Facility, ERCOT recommends that the Term Loan Facility be amended to extend the draw down deadline for up to six (6) months, or through April 30, 2005. This will allow ERCOT to continue to borrow under this Facility into 2005.  No other terms would be changed.

 

	Key Factors Influencing Issue: 
· Need for borrowing capacity in 2005 and 2006 for 

· Capital budget financed with debt for ongoing activity

· Capital budget financed with debt for TNT activity



	Alternatives: 

· Let capacity “fall away”

· Lose capacity that may be needed in 2005/2006

· Reduce payments on Term Loan for 2005-2008 

· Borrow funds before the deadline and invest excess funds

· Preserves borrowing capacity

· Less cost effective since interest earned on investments is less than interest paid on debt

· Extend deadline for borrowing

· Preserves borrowing capacity in a cost effective manner.



	Conclusion/Recommendation: 
ERCOT staff recommends that the Board authorize ERCOT Staff to amend the existing Term Loan Facility to extend the borrowing deadline for up to but no longer than six (6) months, or through April 30, 2005.  




Electric Reliability Council of Texas, Inc.

Resolution

August 21, 2004 Financing Amendment

WHEREAS, the Board of Directors (“Board”) of Electric Reliability Council of Texas, Inc. (“ERCOT”) deems it desirable and in the best interest of ERCOT, to amend the existing $50,000,000 Term Loan Facility with banks to provide for an additional period during which ERCOT may borrow funds under this Term Loan Facility;

THEREFORE, be it RESOLVED that:

1. ERCOT is hereby authorized and approved to enter into an amendment of the Term Loan Facility, to extend the draw down period for an additional period of up to and no more than six (6) months, but to make no additional modifications to the Term Loan Facility; and

2. All acts and things whether heretofore or hereafter done or performed by any Authorized Officer of ERCOT which are in conformity with the intents and purposes of this resolution shall be and the same are hereby in all respects ratified, confirmed, and approved, and adopted as acts by ERCOT.
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