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ARTICLE 6
TEXAS REGIONAL ENTITY

Section 6.1 TRE Responsibilities and Duties. The TRE shall be a functionally independent
division within ERCOT which shall be responsible for proposing, developing, implementing and
enforcing Reliability Standards in accordance with the Delegated Authority. The TRE shall also
be responsible for investigating compliance with and enforcing violations of the ERCOT
Protocols (“ERCOT Compliance™), so long as the ERCOT Compliance activities do not conflict
with the Delegated Authority. The TRE shall develop policies, processes, standards, and
procedures to implement the Delegated Authority and the ERCOT Compliance activities. The
TRE shall form a Reliability Standards Committee (“RSC”), comprised of members from all
ERCOT Segments, to propose, receive, consider and vote on Reliability Standards and
Reliability Variances, in accordance with the Texas Regional Entity Standards Development
Process and procedures. All proposed ERCOT-specific Reliability Standards and Reliability
Variances requests must be approved by the Board, prior to being submitted to NERC.

Section 6.2 TRE Independence. The TRE and its employees shall function independently of the
other divisions, departments and employees of ERCOT. TRE employees shall be responsible for
creating and monitoring a separate budget to be submitted to the Board for approval and then to
the North American Electric Reliability Corporation (“NERC”) for approval, pursuant to a
Delegation Agreement (“TRE Budget™). The portion of the TRE Budget which is for activities
that are not related to the Delegated Authority but are for ERCOT Compliance activities will be
approved by the PUCT. Except for ERCOT Compliance activities and any extraordinary
activities that are specifically approved by NERC in the TRE Budget, the TRE shall be funded
separately by NERC. The TRE shall (i) maintain separate books and records to account for its
finances, separating income and expenditures for the Delegated Authority and the ERCOT
Compliance Activities and (i) pay a fair market rate for any goods and services obtained from
ERCOT, or if a fair market rate is not readily determinable without undue effort or expense, at
least the out-of-pocket cost incurred by ERCOT in respect thereof. The ERCOT acknowledges
that the TRE Chief Compliance Officer and the TRE staff will conduct investigations into and
will prosecute enforcement actions regarding the matters within the scope of the TRE’s
responsibilities and duties, including investigations and prosecutions of ERCOT.

Section 6.3 TRE Management. The business and affairs of the TRE shall be managed directly
by the Board, or a subcommittee thereof, to insure independence of the TRE from the other
ERCOT operations and activities, including the ERCOT Independent System Operator functions.
The Board shall hire a Chief Compliance Officer (“CCO”) who, under its supervision and
direction, shall carry on the general affairs of the TRE as the chief executive officer. The CCO
shall be jndependent of any market participant, and shall be an independent member of the staff _.--{ Deleted: subject to approval by theT
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I Executive Director. The Board may also appoint a financial director with responsibility for
overseeing the budgeting, finance and accounting functions necessary for the independent
operation of the TRE. The TRE may retain outside advisors as it deems necessary. The CCO
shall have the sole authority to retain or terminate such outside counsel and other advisors as the
CCO may deem appropriate in his or her sole discretion. The CCO shall have the sole authority
to approve related fees and retention terms for such advisors, in accordance with the TRE
Budget. The CCO shall make an annual report and periodic reports to the Board concerning the
activities and expenditures of the TRE, and the TRE shall have its separate financial statements
reviewed or audited annually. The CCO shall ensure that the TRE files all required reports with
NERC. CCO shall, in cooperation with the financial director of the TRE, monitor the
expenditure of the monies received by the TRE to ensure that such are deployed in accordance
with the TRE Budget, as approved by the Board and NERC.

Section 6.4 TRE Employees. To the fullest extent practicable under applicable law, the TRE
and the CCO shall be responsible for hiring, firing and compensating all TRE employees. TRE
employees shall be compensated from the TRE budget. If permissible, and consistent with the
Board’s and CCO’s compensation policies for the TRE employees, such employees may
participate in insurance and other benefits extended to ERCOT employees, provided that the
TRE reimburses ERCOT for the full cost of providing such benefits. The TRE is authorized to
employ attorneys, and all such attorneys shall report to the CCO and shall have ethical and other
obligations solely to the TRE and not to ERCOT. Such attorneys are expressly authorized and
required to provide advice to the CCO and TRE regarding the Delegated Authority and ERCOT
Compliance activities, including investigations and enforcement actions involving ERCOT,
Such attorneys are specifically authorized to assist with the prosecution of enforcement actions
relating to the Delegated Authority or ERCOT Compliance activities.

Section 6.5 Evaluation of TRE Performance. The Board shall monitor the TRE and CCO’s
SOl L) Lbvaluation of TRE Performance

performance, establish and review the CCO’s compensation and provide annual, or at its
election, more frequent, evaluations. The Board may receive and will consider input from the
PUCT regarding the compliance and enforcement activities of the CCO and the TRE. It shall be
the CCO’s duty, in cooperation with the financial director of the TRE, to monitor the expenditure
of the monies received by the TRE to ensure that such are deployed in accordance with the TRE
Budget, as approved by the Board, PUCT and NERC. The Board will consider input from the
PUCT regarding the compliance and enforcement activities and performance of the CCO and
TRE. Neither the CCO nor any TRE employee may be retaliated against by ERCOT or its Board
for investigating or participating in any enforcement activities pursuant to the Delegated
Authority. The Board may not terminate, discipline, or demote the CCO or any TRE employees,
advisors or contractors because of compliance or enforcement activities conducted in good faith.

ARTICLE 7
CHIEF EXECUTIVE OFFICERS
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Section 7.1 CEQ. The Board shall hire a Chief Executive Officer (“CEO”) who, under the
Board’s supervision and direction shall carry on the general affairs of ERCOT. The CEO shall be
a member of the staff of ERCOT and shall be a voting Director. It shall be his or her duty to
approve the expenditure of the monies appropriated by the Board in accordance with the Budget
approved by the Board. The CEO shall make an annual report and periodic reports to the Board
concerning the activities of ERCOT. The CEO shall serve as President of ERCOT. He or she
shall comply with all orders of the Board. All agents and employees of ERCOT shall report, and
be responsible, to the CEO, except for the CCO and other employees, contractors, and advisors
of the TRE. The CEO shall perform such other duties as may be determined from time to time by
the Board. ’

Section 7.2 CCO. The Board shall hire a Chief Compliance Officer (“CCO”) who, under the
Board’s supervision and direction shall carry on the affairs of the TRE. The CCO shall comply
with all orders of the Board and will coordinate with the NERC regarding activities relating to
the Delegated Authority and with PUCT regarding ERCOT Compliance activities. All
employees and contractors of the TRE shall report and be responsible, to the CCO. The CCO
shall be responsible for employment-related decisions for all employees of the TRE that are not
appointed by the Board and shall provide input to the Board with respect to TRE employees
appointed by the Board. The CCO shall perform such other duties as may be determined from
time to time by the Board, for the benefit of the TRE. The Board may only terminate, discipline,
not renew, or demote the CCO after consulting the PUCT Commissioners and Executive

Director, and obtaining the approval of the PUCT Executive Director.

ARTICLE 8
OFFICERS

Section 8.1 General. The officers of ERCOT shall consist of a President, one or more Vice
Presidents, a Secretary, a CCO of the TRE, and such officers and assistant officers as the Board
may create. The CEO shall serve as President of ERCOT. Any two (2) or more offices may be
held by the same person, except the offices of President and Secretary or CCO. A subcommittee
duly designated may perform the functions of any officer and the functions of two or more
officers may be performed by a single subcommittee.

Section 8.2 Tenure. The CEO of ERCOT and the CCO of TRE shall be elected and the other
officers of ERCOT shall be ratified by the Board at such time and in such manner and for such a
term not exceeding one (1) one year, as shall be determined from time to time by the Board. Any
officer may be re-elected or re-ratified for consecutive terms, without limitation. All officers of
ERCOT shall hold office until their successors are chosen and qualified or until their earlier
resignation or removal, Any officer elected or appointed may be removed by the persons
authorized to elect or appoint such officer whenever in their judgment the best interests of
ERCOT will be served thereby.

ARTICLE 9
TRANSACTIONS OF CORPORATION
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