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Board of Directors Meeting  
Room 206, 7620 Metro Center Drive, Austin, Texas 

September 14, 2009 at 12:30 p.m.** 
 

Item Topic Presenter Time** 
1. Call to Order  J. Newton 12:30 p.m.  
2. Approval of August 17, 2009 Minutes* (Vote) J. Newton 12:35 p.m. 

3. CEO Report L. Grimm 12:38 p.m. 

4. Operating Reports  12:45 p.m. 

 A. Compliance Report* (Q&A) V. Barry  

 B. Violation Tracking Report* (Q&A) V. Barry  

 C. Standards Report* (Q&A) J. James  

5.  Texas RE Advisory Committee Report M. Gent 12:55 p.m. 

 A. Financial Report (Q&A)* T. Brewer 1:00 p.m. 

 B. Approve Bylaws for Legally Separate Texas RE* (Vote)  M. Gent 1:05 p.m. 

 C. Discuss Proposed Separation Plan* M. Gent 1:30 p.m. 

6. Other Business J. Newton 1:40 p.m. 
7. Future Agenda Items* J. Newton 1:45 p.m. 
 Convene Executive Session   

8. Executive Session J. Newton 1:50 p.m. 

 A. Approval of August 17, 2009 Minutes* (Vote) J. Newton 1:50 p.m. 

 B. Discussion of Privileged, Contract, Governance,    
    Ethics, Personnel, Compliance, or Legal Matters* 

J. Newton 1:52 p.m. 

 Reconvene Open Session (if needed)   
9. Vote on Matters from Executive Session, if applicable 

(Vote) 
J. Newton 1:59 p.m. 

 Adjourn Board Meeting J. Newton 2:00 p.m. 
 

* Background material enclosed or will be distributed prior to or at meeting. 
** All times shown in the Agenda are approximate. 

The next Texas RE Board Meeting will be held on November 16, 2009. 
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DRAFT MINUTES OF THE BOARD OF DIRECTORS OF  
  THE TEXAS REGIONAL ENTITY DIVISION OF 

ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC. 
Room 206, Met Center, 7620 Metro Center Drive, Austin, Texas 78744  

August 17, 2009 

Directors 
Jan Newton, Chair  Unaffiliated 
Michehl Gent, Vice Chair  Unaffiliated 
Donna L. Nelson Commissioner, Public Utility 

Commission of Texas (PUC) 
 

Mark Armentrout  Unaffiliated 
Deryl Brown Hudson Energy Services Retail Electric Provider 
Brad Cox Tenaska Ind. Power Marketer 
Calvin Crowder Electric Transmission Texas Investor-Owned Utilities  
Miguel Espinosa  Unaffiliated 
Don Ballard Office of Public Utility Counsel 

(OPUC) 
Residential Small Consumer 

Andrew Dalton Valero Ind. Consumer 
Bob Helton International Power America  Independent Generator 
Clifton Karnei Brazos Electric Cooperative Cooperative 
Bob Kahn Electric Reliability Council of 

Texas, Inc. (ERCOT ISO) 
ERCOT ISO, CEO 

A.D. Patton  Unaffiliated 
Dan Wilkerson 
 
 

Bryan Texas Utilities 
 

Municipal 
 

Segment Alternates 
Steve Bartley 
 
 

CPS Energy Municipal 
 

Other Attendees 
Larry Grimm, Texas RE CEO & CCO 
Victor Barry, Texas RE Director, Compliance 
Susan Vincent, Texas RE Director, Legal Affairs 
Derrick Davis, Texas RE Corporate Counsel 
Jeff Whitmer, Texas RE Manager, Compliance Enforcement 
Chris Humphreys, Texas RE CIP Analyst 
Judith James, Texas RE Manager, Reliability Standards 
Betty Sachnik, Texas RE Executive Assistant 
Nancy Capezzuti, ERCOT ISO VP & CAO 
Eric Goff, Reliant Energy 
Bill Wullenjohn, ERCOT ISO 
Mark Dreyfus, Austin Energy 
Chuck Manning, ERCOT ISO 
DeAnn Walker, CenterPoint Energy 
Jennifer Windler, LCRA 
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Tom Burke, Luminant 
Joel Firestone, Direct Energy 
Les Barrow, CPS Energy 
Wendell Bell, TPPA 
Shannon K. McClendon, TAC Vice Chair 
Kenan Ogelman, CPS Energy 
Bridget Headrick, PUC 
Manji Philis, PSEG 
 
 
Call to Order 
Pursuant to notice duly given, the meeting of the Texas Regional Entity (Texas RE) Board of 
Directors (Board) convened at approximately 9:33 a.m. on August 17, 2009.  Chair Jan Newton 
called the meeting to order and ascertained that a quorum was present.   
 
 
Approval of Previous Minutes 
Miguel Espinosa made a motion to approve the minutes of the June 15, 2009 Board 
meeting; Bob Helton seconded the motion.  The motion passed by unanimous voice 
vote. 
 
 
CEO Report  
CEO Larry Grimm informed the Board that the NERC Board of Trustees approved Texas RE’s 
2010 Business Plan & Budget on August 5, 2009, but because NERC has determined (after 
receiving stakeholder and some regional entity comments) that regional entities must process 
Technical Feasibility Exceptions (TFEs), the regional entities were all required to revise their 
approved business plans and budgets to include funding for processing the TFEs.    

Mr. Grimm told the Board that because the Regional Delegation Agreements with NERC were 
due to expire in May 2010, NERC and the Regions were in the early stages of revising the 
Delegation Agreements with NERC, based on things learned over the last three years and 
industry feedback received regarding the 3-year ERO Assessment.  He informed them that 
Texas RE and the other regional entities would be asking FERC to extend the current 
Delegation Agreements through 2010 and would be working toward having the new agreements 
in place by the end of 2010.   
 
Mr. Grimm provided an update on the status of PRR 822 (Removing Access to Restricted 
Computer Systems, Control Systems and Facilities), and informed the Board that the Protocol 
Revision Subcommittee (PRS) urgency vote passed, PRS remanded the PRR to the Reliability 
and Operations Subcommittee (ROS), and ROS had sent the PRR to the Critical Infrastructure 
Protection Working Group. 
      

Mr. Grimm notified the Board that Texas RE will be hosting two workshops in September at Met 
Center: 

• September 23rd – Standards and Compliance Workshop. 

• September 24th – Critical Infrastructure Protection Workshop. 
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Mr. Grimm informed the Board that FERC was visiting Texas RE during the last week of August 
to perform the final field work and interviews.  He said that he understood the purpose of the 
meeting was to tie up a few loose ends and then proceed with an exit interview so that the 
FERC auditors can prepare the audit report.   

Mr. Grimm reminded the Board that Texas RE was included in the special Sunset review of 
ERCOT, and the Texas RE self-evaluation was due to ERCOT by the end of August.   
 
 
Operating Reports (Q&A) 
Chair Newton asked the Directors if they had any questions regarding any of the monthly Texas 
RE operating reports.  Michehl Gent requested that Texas RE contact Luminant and other 
QSEs regarding their SCPS2 scores because of lack of performance.  Jeff Whitmer discussed 
with the Board the difficulties with the wind metrics and how they are analyzed.  In response to 
A.D. Patton’s question about a wind only entity being able to get an exception for SCPS2, Victor 
Barry responded that he had concerns with the metric.  The Board discussed briefly, and Chair 
Newton requested that Texas RE present only meaningful metrics to the Board.  Mark 
Armentrout stated although there are valid concerns with the metric he would like to continue to 
receive this information.   
 
Chair Newton expressed frustration with the status of PRR 822.  Dr. Patton questioned the 
ERCOT working group process.  Don Ballard stated that he would recommend that a process 
be put in place whereby the ERCOT Board could enact a PRR without any other action of 
working groups.  In response, Mr. Helton stated that such authority may have negative 
ramifications on the market.  In response to Chair Newton’s request to have urgent status items 
expedited by the stakeholder committee, Mr. Barry replied that stakeholders seemed to take the 
status seriously and were looking closely at the details and how it could affect their business 
models.  Mr. Espinosa noted it is not a Texas RE issue and the matter should be addressed at 
the ERCOT Board meeting.   
 
Texas RE Advisory Committee Report 
Financial Report (Q&A) 
Chair Newton asked the Directors if they had any questions regarding the monthly Texas RE 
Financial Report.  In response to Clifton Karnei’s question about budgeted headcount, Todd 
Brewer explained that the actual labor hours worked were higher than the standard labor hours 
(reflecting time equal to 33-34 employees working a 40 hour workweek even though Texas RE 
had only 31 employees). Mr. Brewer confirmed that the additional hours worked were by exempt 
(salaried) employees, so no overtime was charged for these hours.   

 
Approval of Supplemental 2010 Business Plan and Budget for TFEs  
Mr. Gent updated the Board regarding the changes to the Texas RE 2010 Business Plan and 
Budget to accommodate the newly required TFE evaluations. Mr. Gent explained that Texas RE 
Advisory Committee recommended approval of $400,000, which was just over half of the 
amount requested by Texas RE staff for additional work.  He explained that the Committee was 
committed to approve additional supplemental funds if requested by Texas RE staff in the 
future, based upon the actual work generated to process the TFEs.  Mr. Gent explained that the 
Committee also requested that Texas RE discuss fee-based activities with NERC, to see if 
registered entities could be charged a fee for Texas RE to perform services like TFE 
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evaluations.  Chair Newton asked Mr. Grimm and Ms. Vincent to ask NERC about the subject 
and advise the Board of NERC’s response.  Brad Cox expressed concern about the charging a 
fee to conduct NERC activities.   
 
The Directors discussed the proposed supplement to the approved 2010 Texas RE Business 
Plan and Budget.  The Directors and Mr. Grimm discussed how Texas RE arrived at the 
requested $784,000 supplemental amount.   In response to a question by Dan Wilkerson 
inquiring whether Texas RE could charge a fee, Susan Vincent said that any fees would have to 
be approved by NERC.  Andrew Dalton questioned where the $400,000 number came from and 
asked if the full $784,000 request was not met would the TFE work be underfunded.  Mr. Grimm 
replied that he was uncertain about whether this amount would be sufficient to fund the entire 
year, but it was a good starting point.  Ms. Vincent said that if the work required was as 
estimated by Texas RE staff, Texas RE would need to use its cash reserves while it prepared a 
supplemental budget for approval.  The Committee discussed whether the $400,000 
supplemental amount should include any cash reserves, and determined that it should not.     
 
Bob Kahn asked if Texas RE had sufficient cash reserves to allow it to perform the TFE work in 
2009, during the approval period for the 2010 budget.  Mr. Grimm confirmed that Texas RE still 
had an “underspent” amount for 2009 as well as cash reserves that could be used while 
awaiting FERC approval on its 2010 Business Plan & Budget. 
 
Michehl Gent made a motion to (a) approve $400,000 as an amount to supplement the 
previously approved Texas RE 2010 Business Plan and Budget, and (b) request that 
Texas RE staff have a conversation with NERC about allowing regional entities to charge 
registered entities who requested a TFE a fee for the TFE evaluation process, for the 
processing of TFEs and including no reserves; Miguel Espinosa seconded the motion.  
The motion passed by unanimous voice vote. 
 
Review Draft Bylaws for Separation and Comments 
 
Independent or Hybrid Directors   
Mr. Gent updated the Board regarding the draft Bylaws and comments received.  Mr. Gent 
explained that the Texas RE Advisory Committee recommended:   

• CEO as a voting member 

• No OPUC director 

• Four independent directors 

• Two stakeholders (chair and vice-chair of the MRC) as directors 

• Proxies but no alternates 

• Quorum must include a majority of independents 

• Engagement of search firm for independent directors was optional 

• No member of Texas RE Board can be on ERCOT Board also (except PUCT) 

Don Ballard commented that he strongly disagreed with the removal of OPUC from the board 
and that OPUC should have a non-voting ex officio director on the board. Ms. Vincent said that 
during the break, PUC staff had confirmed that the PUC would prefer the Governmental 
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membership Sector was removed; so, OPUC could instead remain as a non-voting ex officio 
director. Calvin Crowder noted that the board should not have any ERCOT Directors except the 
Chairman of the PUCT.  Chair Newton noted that the Advisory Committee had mixed signals 
regarding OPUC’s position about being on the board or in a voting Sector at the time the 
Committee voted. 

Mr. Wilkerson stated his concern that with the narrow function of the Texas RE, the criteria for 
directors should be limited to those with experience in the industry.  Ms. Vincent noted that often 
the conflicts of interests make it difficult to find independent directors with industry experience, 
and Chair Newton stated that in her experience it had been difficult to find candidates with 
industry knowledge.  Commissioner Donna Nelson stated that experience outside the electricity 
field is beneficial along with other backgrounds to provide a well-rounded board.  Brad Cox told 
the Board of the potential conflict with the Chairman of the PUC sitting in on executive sessions 
for both boards.  In response to Ms. Nelson’s question about NERC’s acceptance of a hybrid 
board, Ms. Vincent responded that NERC had softened its public stance on requiring 
independent only boards. 

Mr. Cox expressed doubt over gaining membership approval for the Bylaws because of the non-
stakeholder composition of the board.  In response to questions by the Directors about the 
composition of the other regional entity boards, Ms. Vincent provided a chart showing the board 
composition of all regional entities. Mr. Dalton noted that only one regional entity had an 
independent board.  In response to Mr. Dalton’s question about what was driving the 
independent board, Ms. Vincent replied that the primary driver was NERC comments in the first 
draft of the 3-year NERC Assessment and the Texas Legislature.  Mr. Cox stated that he 
believed the process was moving too fast.  Chair Newton replied that the discussions started as 
early as February, so it was not a new topic and needed to move forward.  Mr. Crowder said 
that some of the other regional entities had too many directors, and he supported the hybrid 
board as proposed by the Advisory Committee because it was more efficient and it was 
beneficial to have stakeholders at the table.  Mr. Armentrout requested that Mr. Grimm prepare 
an update of the steps needed for Texas RE to become legally separate. 
Protocol & Operating Guide Compliance Activities 
Chair Newton asked the Directors if they had any comments regarding ERCOT Protocol 
compliance monitoring.  Mr. Kahn stated that he recommended a clean break between non-
statutory and statutory work for the Texas RE.  Mr. Kahn suggested that either the Independent 
Market Monitor (IMM), ERCOT Internal Audit, or ERCOT Compliance group would be 
appropriate alternatives to provide the Protocol compliance monitoring.  Mr. Armentrout 
recommended that the Protocol compliance monitoring remain with ERCOT and the PUC could 
later move it out of ERCOT if it so chose.  Commissioner Nelson reminded the Board that 
conflicts should be avoided, and leaving it in ERCOT left more potential for conflicts.  Dr. Patton 
stated that allowing Protocol compliance to remain with Texas RE defeats the purpose of 
separating and recommended that the Protocol compliance go to ERCOT Internal Audit.  Bob 
Helton stated his agreement with Dr. Patton. 

Chair Newton asked how it would affect the board structure if Texas RE did not have the 
Protocols.  Mr. Helton said he thought the board could be smaller with as few as three members 
voting if Texas RE was only performing NERC compliance. 

Chair Newton asked for a straw vote with option #1 Texas RE maintaining the Protocol 
compliance monitoring or option #2 ERCOT Internal Audit acquiring the Protocol compliance 
monitoring.  All directors except for Mr. Gent voted for option #2.   
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Commissioner Nelson said that the PUC was concerned about having Protocol compliance 
remain at ERCOT, and if given the choice between ERCOT and Texas RE, the PUC would 
prefer to have Texas RE perform Protocol compliance.  The Directors discussed briefly.  

Chair Newton asked the Directors to comment on a hybrid or an independent board, and asked 
whether the non-performance of Protocol compliance would make a difference.  Mr. Dalton 
stated that he had concerns with a fully independent board because of costs.  Mr. Helton noted 
that having an entity besides Texas RE perform Protocol compliance would probably increase 
costs, because there would need to be two different groups performing audits and two sets of 
systems to monitor and measure compliance.  Mr. Helton said he agreed with the hybrid board 
recommended by Mr. Gent.   

Chair Newton asked for a straw vote with option #1 hybrid board (as recommended by Mr. Gent 
or with some group of stakeholders) and option #2 a fully independent board.  The Board voted 
unanimously for a hybrid board. 

Ms. Nelson commented that the political realities (as demonstrated during the recent Texas 
Legislative session) indicated that a stakeholder board with similar composition to ERCOT’s 
Board was a dangerous direction.   

Chair Newton asked for a straw vote on the matter of no duplication between individuals or 
companies on the ERCOT and Texas RE boards of directors, except for ex officio directors.  
There was a unanimous consent for no duplication of directors or companies on the boards. 

Chair Newton asked Ms. Vincent to revise the draft Bylaws to include a hybrid board as 
proposed and no Protocols compliance monitoring by Texas RE. 

Ms. Vincent asked for clarification regarding sector(s) for municipal or cooperative utilities, and 
Chair Newton had the Directors discuss their preferences. Because time was running short, 
Chair Newton suggested that Texas RE draft the bylaws with two sectors, and the Board could 
discuss after receiving comments. 

The Board discussed whether OPUC should remain on the board as an ex officio non-voting 
member.  Since time was running short, Chair Newton asked that Texas RE include OPUC on 
the board in the revised bylaws that would be sent out for comment.   

 
Future Agenda Items 
 
Chair Newton requested feedback on the revised draft bylaws be included in upcoming Board 
and Committee meetings. Mark Armentrout asked Texas RE staff to include a one page plan for 
separation of Texas RE from ERCOT.  Miguel Espinosa noted that the Board should receive a 
status update on PRR822 until it was completed. 
 
Adjournment 
Chair Newton adjourned the Texas RE Board of Directors meeting at approximately 11:25 a.m. 
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Overview

● August 2009 ERCOT CPS1 Monthly Performance
● August 2009 Resource Plan Performance Metrics for 

Non-Wind and Wind Only QSEs
● Texas RE Upcoming Workshops
● Texas RE Stakeholder Outreach
● NERC Standards Self-Certification Update
● Nodal Regulatory Requirements
● PRR – 822 Removing Access to Restricted Computer 

Systems, Control Systems and Facilities 
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August 2009 ERCOT’s CPS1 Monthly Performance
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Analysis of CPS1 Monthly Performance

● Purpose: To maintain Interconnection steady-state 
frequency within defined limits by balancing real 
power demand and supply in real-time

● CPS1 is one reliability measure of how well the ERCOT 
region managed the BPS

● ERCOT region’s frequency performance is determined 
by NERC Control Performance Standard 1 (CPS1)

● Seasonal fluctuation is expected
● Scores for individual months can be adversely affected 

by events (such as hurricanes)
● A detailed formula can be found in NERC Reliability 

Standard BAL-001-0a

ITEM 4A - COMPLIANCE REPORT
SEPTEMBER 14, 2009
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July 2009 Resource Plan Performance Metrics for 
Non-Wind Only QSEs
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ID
Resource Plan Performance 

Metric Scores DK DE IP AP BY BC AY AM AR KC BR DF CI AD BJ KD KE CF ET DA DP

Resource Status 100 100 99 100 100 100 100 99 100 100 100 100 100 100 100 100 99 100 97 100 100

LSL HSL Percent 98 100 100 --- 99 100 100 100 95 94 97 99 99 100 98 100 --- 95 100 100 94

DA Zonal Schedule 100 100 100 97 100 100 94 100 100 99 100 100 100 100 100 100 100 99 --- 98 100

AP Adjustment 100 100 100 98 100 100 98 100 100 99 100 100 100 100 100 99 96 99 --- 98 100

Down Bid & Obligation 99 96 100 98 96 99 100 98 98 90 96 99 99 100 99 100 90 100 --- 93 98

Total Up Ancillary Service --- 100 --- 100 97 98 98 97 99 97 95 98 --- --- --- --- 97 99 100 95 100

ID
Resource Plan Performance 

Metric Scores BG CQ KI JV JU CX KH FK HW JD KF KB KA IN IZ KG BX CC CD AC IO

Resource Status 99 99 100 100 100 100 99 99 100 100 99 100 100 99 100 100 99 100 100 100 99

LSL HSL Percent 99 98 100 100 100 96 100 96 97 100 91 98 96 100 100 96 100 94 99 100 100

DA Zonal Schedule 98 100 100 100 100 100 100 100 99 100 100 100 99 100 100 100 100 98 100 100 100

AP Adjustment 99 98 100 100 100 99 96 100 100 100 99 100 98 95 100 100 99 98 100 100 ---

Down Bid & Obligation 99 100 --- --- --- 98 100 100 99 100 96 90 90 97 99 90 99 94 100 100 99

Total Up Ancillary Service 100 99 --- 98 100 98 --- 97 100 100 97 99 98 96 99 97 98 98 100 --- 100
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July 2009 Resource Plan Performance Metrics 
for Wind Only QSEs

ITEM 4A - COMPLIANCE REPORT
SEPTEMBER 14, 2009

4 Consecutive Failing 
Scores

3 Consecutive Failing 
Scores

2 Consecutive Failing 
Scores

1 Failing 
Score

ID
Resource Plan Performance 

Metric Scores
JG BT JF JS HJ BH DI JY JM KJ JW JL GR GS HS

DA Zonal Schedule 100 97 100 100 97 100 100 100 100 100 100 99 98 98 98

AP Adjustment 100 97 99 100 99 100 100 100 100 100 100 97 100 100 100

Down Bid & Obligation 100 94 100 100 100 100 43 100 100 93 100 99 100 100 100

ID

Resource Plan Performance 
Metric Scores

BF BE FX JH JI JN JJ JT JC IV JQ JP JK JE JR JX

DA Zonal Schedule 98 98 100 100 100 100 100 100 100 98 100 100 100 100 100 100

AP Adjustment 100 100 100 100 100 100 100 100 100 91 99 100 100 100 100 97

Down Bid & Obligation 100 99 100 100 100 100 100 100 100 96 100 100 100 100 100 100
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Analysis of July 2009 Resource Plan 
Performance Metrics for Wind Only QSEs

● DI – Second consecutive time failing the Down Bid & Obligation Resource 
Plan Performance Measure   
 Actions: This QSE was notified of the failure by Texas RE in July.  
 Reason:  Failed intervals resulted from QSE’s Resource Plan and 

scheduling methods used to submit their Resource Plans.  Problem with 
software resulted in the incorrect entry of their generation into their Resource 
Plan. 

 Solution: QSE implemented changes to their internal system and Resource 
Plan submittal methods, effective July 28.  Problem is not expected to 
reoccur in August’s metric scores. 

ITEM 4A - COMPLIANCE REPORT
SEPTEMBER 14, 2009
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Texas RE Upcoming Workshops

● September Texas RE Workshops:
 Standards and Compliance Workshop will be on September 23rd at the MET 

Center
 Critical Infrastructure Protection (CIP) Workshop will be on September 24th at 

the MET Center

● Registration has begun for each workshop 
 The Standards and Compliance Workshop is currently 60% full (as of 9/2)
 The CIP Workshop is currently 57% full (as of 9/2)

ITEM 4A - COMPLIANCE REPORT
SEPTEMBER 14, 2009
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Texas RE Stakeholder Outreach

● Texas RE Compliance staff participated in LCRA’s annual meeting 
with their Distribution Providers (DPs) at Buchanan Dam

● Texas RE staff discussed the audit requirements and impact on DPs 
that will become LSEs once the registration project is complete and 
the required entities are registered as LSEs

● Texas RE staff also provided DPs information on general audit 
expectations and lessons learned from previous audits performed

ITEM 4A - COMPLIANCE REPORT
SEPTEMBER 14, 2009
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NERC Standards Self-Certification Update

● July CIP Self-Certification resulted in 41 entities declaring Critical 
Assets:
 13 GOs
 12 GOPs
 16 TOs
 This reflects a reduction of 14 entities reporting Critical Assets since 

the January 2009 Self-Certification.  Texas RE is reviewing the entities 
that are no longer claiming they have CIP Critical Assets

● Self-Certifications for non-CIP standards for: 
Distribution Provider (DP), Purchasing-Selling Entity (PSE), 
Transmission Owner (TO) and Transmission Planner (TP) entities 
were received on September 3rd

● All Self-Certification submissions were via the Texas RE Portal

ITEM 4A - COMPLIANCE REPORT
SEPTEMBER 14, 2009
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Nodal Regulatory Requirements Update

● NPRR 192 establishes performance measures and criteria for 
ancillary service capacity and energy deployments   

 Defines minimum performance criteria requirements for the Nodal Market
 Updates Nodal Protocol Section 8 (Performance Monitoring) criteria 
 Requires monitoring programs be included in the Nodal Operating Guides
 Jointly authored by ERCOT ISO, PUCT and Texas RE
 Modifications to Generation Resource Energy Deployment Performance 

(GREDP) failure criteria were made by stakeholders in August PRS meeting
 Next step – TAC review and vote on September 3rd

ITEM 4A - COMPLIANCE REPORT
SEPTEMBER 14, 2009
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Nodal Regulatory Requirements Update-
(Continued)

● NOGRR 025 requires reporting and performance monitoring 
programs in the Nodal Operating Guides

 Identifies formats and data needed to comply with Nodal Protocol Section 8 
performance monitoring and compliance requirements 

 ERCOT CEO revision request review determined that 16 of 37 reports can be 
delivered within the current schedule and budget of the nodal program

 Texas RE committed to confirming key Protocol & Operating Guide 
performance reports will be ready for use on the date the Nodal Market begins

 Texas RE will continue to work with ERCOT ISO on the design, development 
and testing of reports necessary for Nodal Protocol Compliance Monitoring

ITEM 4A - COMPLIANCE REPORT
SEPTEMBER 14, 2009
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PRR – 822 Removing Access to Restricted Computer 
Systems, Control Systems and Facilities 

● PRR-822 was granted urgent status in July by the Protocol Revision 
Subcommittee (PRS)

● PRS unanimously voted to refer the Protocol Revision Request 
(PRR) to the Reliability and Operations Subcommittee (ROS)

● ROS referred PRR to the Critical Infrastructure Protection Working 
Group (CIPWG)

● CIPWG Revised PRR significantly
 All language submitted by Texas RE removed- title also changed
 Duplicates NERC Standard CIP-008
 Exempts all entities that identify that they have no critical cyber assets (~180 

entities exempted in ERCOT)
 Reports made to Texas RE “shall be considered informational in nature and 

shall not constitute an admission of legal liability.”
● CIPWG sent recommended language back to ROS at August 31 

meeting

ITEM 4A - COMPLIANCE REPORT
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***Yellow more than 9 months old September 2009

NERC Standards Violations
 Entity Violation Date Violation Status Category VSL VRF Mitigation Plan Status Next Step(s) 

Needed
Deadline for 

Finishing Next 
Step(s) 

Texas RE 
Assessment of

Reliability Impact

1 T 10/20/2008 Alleged Technical H M Approval (by NERC) NAVAPS Response+ 9/28/2009 Large

2 T 10/20/2008 Alleged Technical H M Approval (by NERC) NAVAPS Response+ 9/28/2009 Large

3 T 10/20/2008 Alleged Technical H M Approval (by NERC) NAVAPS Response+ 9/28/2009 Large

4 T 10/20/2008 Alleged Technical S H Approval (by NERC) NAVAPS Response+ 9/28/2009 Large

5 T 10/20/2008 Alleged Technical H H Approval (by NERC) NAVAPS Response+ 9/28/2009 Large

6 F 3/21/2008 Preliminary Technical S H Completed & Confirmed* NERC Settlement Approval Medium

7 T 10/10/2008 Alleged Technical H M  Submitted* Settlement Agreement 10/5/2009 Medium

8 W 11/17/2008 Preliminary Technical S H Approval (by NERC)* Settlement Agreement 10/19/2009 Medium

9 Q 9/22/2008 Preliminary Technical S H Completed Settlement Agreement 9/30/2009 Small

10 U 9/24/2008 Alleged Technical S H Approval (by NERC) NAVAPS Response+ 9/21/2009 Small

11 F 10/10/2008 Preliminary Technical M H Approval (by NERC)* Settlement Agreement 10/9/2009 Small

12 V 11/3/2008 Preliminary Technical S H Not Submitted NAVAPS 9/28/2009 Small

13 V 11/3/2008 Preliminary Technical S M Not Submitted NAVAPS 9/28/2009 Small

14 AC 6/2/2009 Preliminary Technical TBD H Submitted Approval (by NERC) Small

15 AC 6/2/2009 Preliminary Technical TBD H Submitted Approval (by NERC) Small

16 F 6/8/2009 Preliminary Technical TBD H  Submitted Approval (by NERC) 9/20/2009 Small

17 A 10/3/2007 Confirmed Admin S L New Plan Submitted Approval (by NERC) 9/18/2009 Minimal

18 A 10/3/2007 Confirmed Admin S L New Plan Submitted Approval (by NERC) 9/18/2009 Minimal

19 A 10/3/2007 Confirmed Admin S L New Plan Submitted Approval (by NERC) 9/18/2009 Minimal

20 A 10/3/2007 Confirmed Admin S M New Plan Submitted Approval (by NERC) 9/18/2009 Minimal

21 A 10/3/2007 Confirmed Admin S M New Plan Submitted Approval (by NERC) 9/18/2009 Minimal

Item 4b ‐ Violation Tracking Report Public



***Yellow more than 9 months old September 2009

 Entity Violation Date Violation Status Category VSL VRF Mitigation Plan Status Next Step(s) 
Needed

Deadline for 
Finishing Next 

Step(s) 

Texas RE 
Assessment of

Reliability Impact

22 A 10/3/2007 Confirmed Technical L H Approved, Completed N/A Minimal

23 C 1/23/2008 Alleged Admin L M Completed & Confirmed N/A N/A Minimal

24 C 1/23/2008 Alleged Admin H M Completed & Confirmed N/A N/A Minimal

25 D 2/15/2008 Preliminary Technical S H Completed & Confirmed N/A N/A Minimal

26 D 2/15/2008 Preliminary Technical S H Completed & Confirmed N/A N/A Minimal

27 D 2/15/2008 Preliminary Technical S M Completed & Confirmed N/A N/A Minimal

28 D 2/15/2008 Preliminary Technical S M Completed & Confirmed N/A N/A Minimal

29 D 2/15/2008 Preliminary Technical S M Completed & Confirmed N/A N/A Minimal

30 D 2/15/2008 Preliminary Admin L M Completed & Confirmed N/A N/A Minimal

31 D 2/15/2008 Preliminary Admin L M Completed & Confirmed N/A N/A Minimal

32 D 2/15/2008 Preliminary Admin H M Completed & Confirmed N/A N/A Minimal

33 D 2/15/2008 Preliminary Admin L M Completed & Confirmed N/A N/A Minimal

34 D 2/15/2008 Preliminary Admin S M Completed & Confirmed N/A N/A Minimal

35 D 2/15/2008 Preliminary Admin S L Completed & Confirmed N/A N/A Minimal

36 E 3/5/2008 Preliminary Admin M L Completed & Confirmed* FERC Approval Minimal

37 E 3/5/2008 Preliminary Admin M M Completed & Confirmed* FERC Approval Minimal

38 T 10/20/2008 Alleged Technical L M Approval (by NERC) NAVAPS Response+ 9/28/2009 Minimal

39 T 10/20/2008 Alleged Technical S H Approval (by NERC) NAVAPS Response+ 9/28/2009 Minimal

40 T 10/20/2008 Alleged Technical L M Approval (by NERC) Dismissed N/A Minimal

41 T 10/20/2008 Alleged Technical S L Approval (by NERC) Dismissed N/A Minimal

42 T 10/20/2008 Alleged Technical M M Approval (by NERC) Dismissed N/A Minimal

43 F 39770 Preliminary Technical TBD M Completed* Settlement Agreement 10/9/2009 Minimal
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 Entity Violation Date Violation Status Category VSL VRF Mitigation Plan Status Next Step(s) 
Needed

Deadline for 
Finishing Next 

Step(s) 

Texas RE 
Assessment of

Reliability Impact

44 F 39770 Preliminary Technical S M Completed* Settlement Agreement 10/9/2009 Minimal

45 Z 12/18/2008 Preliminary Technical TBD H Approval (by NERC) NAVAPS 10/16/2009 Minimal

46 F 2/10/2009 Possible N/A N/A N/A N/A Dismissed N/A N/A

47 F 6/8/2009 Preliminary Technical TBD M Submitted Approval (by NERC) 9/20/2009 Minimal

48 T 8/25/2009 Preliminary TBD TBD TBD Submitted Approval (by NERC) 10/5/2009 Minimal

49 T 8/25/2009 Preliminary TBD TBD TBD Submitted Approval (by NERC) 10/5/2009 Minimal

50 AC 6/2/2009 Preliminary Technical TBD M Submitted Approval (by NERC) 9/14/2009 Minimal

51 AD 8/20/2009 Preliminary Technical TBD M Not Submitted Submit Mitigation Plan 9/20/2009 Minimal

52 AE 8/20/2009 Preliminary Technical TBD M Not Submitted Submit Mitigation Plan 9/20/2009 Minimal

53 AF 8/20/2009 Preliminary Technical TBD M Not Submitted Submit Mitigation Plan 9/20/2009 Minimal

54 AG 8/20/2009 Preliminary Technical TBD M Not Submitted Submit Mitigation Plan 9/20/2009 Minimal

55 AH 8/20/2009 Preliminary Technical TBD M Not Submitted Submit Mitigation Plan 9/20/2009 Minimal
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 Entity Violation Date Violation Status Category VSL VRF Mitigation Plan Status Next Step(s) 
Needed

Deadline for 
Finishing Next 

Step(s) 

Texas RE 
Assessment of

Reliability Impact

Legend:

Violation Status – Preliminary, Alleged, Confirmed
Category – Technical, Training, Administrative
Violation Severity Level (VSL) – Lower (L), Moderate (M), High (H), Severe (S)
Violation Risk Factor – High (H), Medium (M), Lower (L)
Mitigation Plan Status – Not Submitted, Submitted, Approval (by NERC), (After Approval - On Schedule, Behind Schedule, Extension Requested, Completed)
NAVAPS = Notice of Alleged Violation and Proposed Penalty or Sanction
Assessment of Reliability Impact - Minimal, Small, Medium, Large, Immense
           Assessment of Reliability Impact Considers:     • Time horizon (real-time issues versus planning issues) • Size of the entity (assets and facilities); 
                                                                                      • Category of violation (technical versus documentation) • Potential effect of violation  • Actual effect of violation

Status Change = Highlighted in Gray 

  Entity is in settlement discussions      + Next step is dependent on entity
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Protocol/
Operating Guide Brief Description

Violation 
Date Violation Status

Mitigation 
Plan Status Next Status Step

Estimated 
Date of Next 

Step

Texas RE 
Assessment 
of Reliability 

Impact

1 P6.10.5.3 SCPS2 Score less than 90% 4/30/2009 Alleged Submitted Review Plan 9/14/2009 Medium
2 P8.1.3.2 Planned Outage and Maintenance Outage 5/12/2009 Alleged Completed Verify Complete Plan 9/18/2009 Medium

3 P6.10.5.3 SCPS2 Score less than 90% 6/9/2009 Alleged Submitted Approve Mitigation Plan 9/14/2009 Medium

4 OG8.3.3 QSE Responsibilities 9/24/2008 Alleged Submitted Verify Complete Plan 9/10/2009 Small

5 OG1.8.2 System Operating Training Requirements 1/13/2009 Alleged Submitted Complete Plan+ 12/31/2009 Small

6 OG1.8.2 System Operating Training Requirements 4/20/2009 Alleged Submitted Complete Plan+ 12/31/2009 Small

7 OG1.8.2 System Operating Training Requirements 6/2/2009 Initial Not Submitted Review Response 9/30/2009 Small

8 P6.10.5.4 Responsive Reserve Services Deployment 11/12/2008 Alleged Completed Verify Complete Plan 9/14/2009 Minimal

Legend:
Violation Status – Initial, Alleged, Confirmed
Discovery Method – Compliance Audit, Investigation, Self-Reported, Spot Check, Self-Certification, Data Submittal, Incident Report, Data Gathering
Mitigation Plan Status – Not Submitted, Submitted, On Schedule, Behind Schedule, Extension Requested, Extension Requested/Granted, Completed

  Assessment of Reliability Impact - Minimal, Small, Medium, Large, Immense
           Assessment of Reliability Impact Considers:     • Time horizon (real-time issues versus planning issues) • Size of the entity (assets and facilities); 
                                                                                      • Category of  violation (technical versus documentation) • Potential effect of violation  • Actual effect of violation

+Next step is dependent on entity

ERCOT Protocols & Operating Guides Violations
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SAR-003 Regional Standard BAL-001-TRE

● SAR-003 Draft Regional Standard BAL-001-TRE
 Several members of the Texas RE standards drafting 

team and NERC staff met with FERC staff on August 27.
 Discussion was primarily about the form of the draft 

standard, not technical details, such as the need to:
1. Be specific without being too prescriptive
2. Closely review and address the reliability standards 

factors identified by FERC in Order 672
3. Explain how some numbers were derived—where 

did they come from and why they are different from 
the national standard

4. Reduce number of definitions if possible

Item 4c - Standards Report        
September14, 2009 
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August 2009 Financial Report

● Submitted Texas RE’s 2010 Business Plan & Budget Draft 4.0 to 
NERC who filed it with FERC ($400K allotted for TFE evaluations)

● Based on preliminary data, revenue and expenses for August 
will be as planned

● Will have a complete August Summary of Revenue and 
Expenses for the October Advisory Committee meeting

Item 5a - Financial Report                                
September 14, 2009
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Date: September 4, 2009 
To: Texas RE Board of Directors (Board) 
From: Larry Grimm, Texas RE CEO and CCO 
Subject:  Approval of Texas RE Bylaws for Texas RE Separation 
 
Texas Regional Entity Board of Directors Meeting Date: September 14, 2009 
Agenda Item No.:
 

 5b 

Issue:  
Approval of draft Bylaws for a legally separate Texas Regional Entity (Texas RE), to allow 
Texas RE staff to formally discuss the proposed Bylaws and a proposed Amended Delegation 
Agreement based upon such Bylaws with North American Electric Reliability Corporation 
(NERC) and the Federal Energy Regulatory Commission (FERC).  

              
 
Background/History:  
Over the past year, the Texas RE Advisory Committee (Committee) and Board have discussed 
possible changes to the governance of Texas RE, including possibly legally separating Texas 
RE from ERCOT.  At the June 15, 2009 Board meeting the Board authorized Texas RE staff to 
pursue actions needed to implement the new separate legal entity by January 1, 2010 or as 
soon thereafter as reasonably practicable. Texas RE staff was authorized to immediately take 
such actions as were needed to create a new legal entity to perform the Texas RE duties, with 
the understanding that certain documents, including Certificate of Formation, Bylaws, Amended 
Delegation Agreement, and Supplemental Business Plan and Budget, must receive approval by 
the Board prior to being formally filed with the Public Utility Commission of Texas, NERC, or 
FERC.   

Texas RE staff drafted proposed new Bylaws for a legally separate Texas RE and presented 
them to the Committee at the July 20, 2009 Committee meeting.  During this meeting, Texas RE 
staff received input from the Committee members.  Texas RE then compiled the comments and 
direction provided by the Committee members, prepared a revised version of the Bylaws, sent 
the revised draft to Texas RE and ERCOT registered entity and market participant email 
distribution lists, and posted the revised draft Bylaws on the Texas RE website for public 
comment.  After receiving additional comments, Texas RE staff compiled the input from 
Directors, registered entities, market participants, and the public and presented a newly revised 
Bylaws draft (and all received comments) to the Committee and Board at their August 17, 2009 
meetings.  The Committee and the Board discussed the Bylaws in detail, and made certain 
tentative decisions about the governance and operating structure of the new entity, for the next 
version of the revised draft Bylaws, including the following:   

• Include a Hybrid Board, with 4 voting Independent Directors, a voting Texas RE CEO, 2 
voting Affiliated Directors (the chair and vice chair of the Member Representative 
Committee), and the PUC Chair and Public Counsel from the Office of Public Utility 
Counsel as non-voting ex officio Directors; 

• Require a quorum including a majority of Independent Directors 

• Remove language specifying that Texas RE would perform Protocol compliance; and 
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•  Prohibit Texas RE Directors (except non-voting ex officio Directors) from serving on the 

ERCOT Board 

• Add Sector(s) for non-opt-in Municipal or Cooperative Utilities 

Texas RE revised the draft Bylaws as instructed during these meetings and again sent the 
revised Bylaws to registered entity and market participant email distribution lists and posted 
them on the Texas RE website for comment on August 21, 2009.  The comment period ran 
through September 2, 2009.  Texas RE staff has compiled all comments received and hereby 
presents them to the Board for discussion at the September 14, 2009 Board and Committee 
meetings. 

Texas RE would like to obtain consent by the Board to Bylaws before it prepares a proposed 
Amended Delegation Agreement or has formal discussions with NERC and FERC about its 
acceptance of an Amended Delegation Agreement.  Once the Board approves Bylaws, Texas 
RE will meet with NERC and FERC to discuss in detail the approval of an Amended Delegation 
Agreement, based upon the approved Bylaws.  Texas RE will then begin the process of locating 
potential new Independent Directors and will have formal membership meetings with the entities 
that would be members of a new Texas RE corporation to finalize the terms of the Bylaws and 
Amended Delegation Agreement for formal filing with FERC.  

Texas RE respectfully requests that the Board approve the Bylaws attached hereto as Exhibit A, 
or as otherwise modified by the Board during its September 14, 2009 meeting.  Texas RE has 
attached a redlined version of these Bylaws, showing the input and comments received by 
Texas RE during and since the August 17, 2009 Board meeting, as Exhibit B.  The written 
comments received by Texas RE since the August meeting are attached hereto as Exhibit C.   

              
 
Key Factors Influencing Issue:  
 
• The Texas RE Directors have a difficult conflict of interest because all of them are also 

Directors on the ERCOT ISO Board  
• FERC has questioned the independence of Texas RE from ERCOT ISO, an entity 

registered for seven NERC functions, due to the common Directors 
• If Texas RE remains affiliated with ERCOT ISO, NERC or a different regional entity will 

conduct all ERCOT ISO-related compliance activities  
• If Texas RE legally separates from ERCOT ISO, any penalties paid by ERCOT ISO would 

offset a future budget of Texas RE, instead of offsetting NERC’s budget 

 
Alternatives:  

• Approve the proposed draft Bylaws 
• Modify and approve the proposed draft Bylaws  
              
 
Conclusion/Recommendation:  
Texas RE respectfully requests the Board approve the proposed Bylaws for a separate Texas 
RE, either in the form attached hereto as Exhibit A or as otherwise determined by the Board 
during its September 14, 2009 meeting, so that Texas RE staff may have formal discussions 
with NERC and FERC regarding an Amended Delegation Agreement.  
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RESOLUTION OF THE BOARD OF DIRECTORS OF  

TEXAS REGIONAL ENTITY, A DIVISION OF 
ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC. 

 
     , 2009 

 
WHEREAS, the Board of Directors (“Board”) of Texas Regional Entity, a division of the Electric 
Reliability Council of Texas, Inc. (ERCOT), a Texas non-profit corporation, has determined it to 
be desirable and in the best interest of Texas Regional Entity to approve the Bylaws which are 
attached hereto as Exhibit A, for a legally separate Texas Regional Entity corporation; and  
 
WHEREAS, the Board deems it desirable and in the best interest of Texas Regional Entity to 
permit Texas Regional Entity to prepare an Amended Delegation Agreement based on these 
Bylaws and begin formal discussions with North American Electric Reliability Corporation 
(NERC) and the Federal Energy Regulatory Commission (FERC) regarding approval of the 
Amended Delegation Agreement and Bylaws; and 
 
THEREFORE be it RESOLVED, that the Board hereby approves the Bylaws attached hereto as 
Exhibit A for a separate Texas Regional Entity; and  
 
Be it further RESOLVED that Texas Regional Entity staff is authorized to prepare an Amended 
Delegation Agreement based upon these Bylaws and to begin formal discussions with NERC 
and FERC regarding approval of a legally separate Texas Regional Entity as a Regional Entity 
under the Amended Delegation Agreement.  
 
 

CORPORATE SECRETARY’S CERTIFICATE 
 

I, Susan Vincent, Corporate Secretary of Texas Regional Entity, do hereby certify that, at the 
September 14, 2009 Texas Regional Entity Board of Directors Meeting, the Board of Directors 
of Texas Regional Entity approved the above referenced resolution.  The motion passed by 
______________. 
 
IN WITNESS WHEREOF, I have hereunto set my hand this       day of      , 2009. 
 
 
________________________________________________ 
Susan Vincent 
Corporate Secretary 
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ARTICLE I. 

DEFINITIONS 

Section 1. Definitions.  The capitalized terms used in these Bylaws 
of Texas Regional Entity, Inc. (the “Corporation” or “Texas RE”), shall have the 
meanings set forth below, or if not set forth below, shall have the meanings given 
them in the NERC Rules of Procedure. 

(a) “Affiliate” means any entity controlling, controlled by or under common 
control with the entity under consideration, and includes any entity (i.e., any commercial 
enterprise) in any of the following relationships: (i) an entity that directly or indirectly owns or 
holds at least five percent of the voting securities of another entity, (ii) an entity in a chain of 
successive ownership of at least five percent of the voting securities of another entity, (iii) an 
entity which shares a common parent with or is under common influence or control with another 
entity or (iv) an entity that actually exercises substantial influence or control over the policies 
and actions of another entity. Evidence of influence or control shall include the possession, 
directly or indirectly, of the power to direct or cause the direction of the management and/or 
policies and procedures of another, whether that power is established through ownership or 
voting of at least five percent of the voting securities or by any other direct or indirect means. In 
cases where the level of control or influence is disputed, the Board shall have discretion to 
determine whether or not the entities are Affiliates of one another. Membership in Texas RE 
shall not create an affiliation with Texas RE. 

(b) “Board” means the Board of Directors of the Corporation. 

(c) “Bulk Power System” or “BPS” means facilities and control systems 
necessary for operating an interconnected electric energy transmission network (or any portion 
thereof) and facilities generating electric energy as needed to maintain transmission system 
reliability, but does not include facilities used in the local distribution of electricity. 

(d) “Commission” or “FERC” means the Federal Energy Regulatory 
Commission. 

(e)  “Delegated Authority” means the authority delegated by NERC to the 
Corporation to propose and enforce NERC Reliability Standards and perform other reliability-
related activities in the ERCOT Region under the Delegation Agreement executed by NERC 
and the Corporation and approved by FERC, pursuant to Section 215 of the Federal Power Act 
(16 U.S.C. §824n).  

(f) Delegation Agreement means the agreement between the Corporation 
and NERC and approved by the Commission which describes the Delegated Authority and may 
be amended from time to time.  

(g) “Electric Reliability Organization” or “ERO” means the organization that is 
certified by the Commission pursuant to Section 39.3 of its regulations, and has received 
recognition by appropriate regulatory authorities in Canada and Mexico, as applicable, to 
establish and enforce Reliability Standards for the Bulk Power Systems of the respective 
countries and that has entered into a delegation agreement with the Corporation pursuant to 
which the Electric Reliability Organization delegates enforcement authority for Reliability 
Standards for the Bulk Power System in the ERCOT Region.  NERC was certified as the ERO 
on July 20, 2006. 
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(h) “ERCOT Region” means the geographic area and associated 
transmission and distribution facilities that are not synchronously interconnected with electric 
utilities operating outside the jurisdiction of the Public Utility Commission of Texas.    

(i) “Independent Director” means a person who is not (a) an officer or 
employee of the Corporation; (b) a NERC Registered Entity or Member or an officer, director, or 
employee of a Member of the Corporation; or (c) an officer, director, or employee of any 
company or entity that would reasonably be perceived as having a direct financial interest in the 
outcome of Board decisions and who does not have a relationship that would interfere with the 
exercise of independent judgment in carrying out the responsibilities of a Director, as more 
specifically described in Article IV of these Bylaws. 

(j) “Member” means a member of the Corporation pursuant to Article II of 
these Bylaws. 

(k) “PUCT” means the Public Utility Commission of Texas. 

(l) “NERC” means North American Electric Reliability Corporation, the entity 
certified by FERC as the ERO on July 20, 2006.  

(m) “NERC Rules of Procedure” means the Rules of Procedure that are 
adopted by NERC and approved by the Commission. 

(n) “Regional Entity” means an entity with a Delegation Agreement with 
NERC, as ERO , including the following organizations, in addition to Texas Regional Entity: 
Florida Reliability Coordinating Council (FRCC), Midwest Reliability Organization (MRO), 
Northeast Power Coordinating Council (NPCC), ReliabilityFirst Corporation (RFC), 
Southeastern Electric Reliability Council (SERC), Southwest Power Pool (SPP), and Western 
Electricity Coordinating Council (WECC).  

(o) Regional Reliability Standard means a standard for the ERCOT Region 
that is proposed and approved in accordance with the Texas RE Standards Development 
Process, as set forth in Exhibit C to the Delegation Agreement, and either, (i) sets more 
stringent reliability requirements than a national Reliability Standard, or (ii) covers matters not 
covered by a national Reliability Standard. 

(p) “Registered Entity” means an entity that is registered with NERC and 
listed on the NERC Compliance Registry (available at www.nerc.com).  

(q) “Reliability Standard” means a requirement to provide for Reliable 
Operation of the Bulk-Power System,  which is approved by NERC and the Commission, 
pursuant to Section 215 of the Federal Power Act an all amendments thereto.  This term 
includes requirements for the operation of existing Bulk-Power System facilities, including 
cybersecurity protection, and the design of planned additions or modifications to such facilities 
to the extent necessary to provide for Reliable Operation of the Bulk-Power System.  

(r) “Reliable Operation” means operating the elements of the Bulk Power 
System within equipment and electric system thermal, voltage, and stability limits so that 
instability, uncontrolled separation, or cascading failures of the Bulk Power System will not 
occur as a result of a sudden disturbance, including a cybersecurity incident, or unanticipated 
failure of system elements. 
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(s) “Sector” means a group of Members of the Corporation that are Bulk 
Power System owners, operators, or users, as defined in Article III, Section 4 of these Bylaws. 
Each Sector shall constitute a class of Members for purposes of Chapter 22 (Nonprofit 
Corporations) of the Texas Business Organizations Code. 

  

ARTICLE II. 
PURPOSE 

Section 1. General Purpose.  The purpose of the Corporation is to 
preserve and enhance reliability in the ERCOT Region.  In furtherance of this goal, 
the Corporation will: 

(a) Perform Reliability Standards development, compliance monitoring, 
compliance enforcement, and other related activities as a Regional Entity, pursuant to 16 U.S.C. 
§824n, in accordance with the Corporation’s Delegation Agreement with NERC; 

(b) Carry out other activities as set forth in the Delegation Agreement, the 
NERC Rules of Procedure, or as otherwise required or requested by NERC, in support of the 
Delegated Authority, including but not limited to organization registration and certification, 
reliability assessment and performance analysis, training and education, and situational 
awareness and infrastructure security; and 

(c) Engage in any other lawful act or activity that is not in conflict with the 
Corporation’s duties as a Regional Entity and for which non-profit corporations may be 
organized under the Texas Non-Profit Corporations Act. 

Section 2. Non-Profit Corporation.  The Corporation is a Texas non-
profit corporation. 

Section 3. Geographic Area.  The Corporation will perform its 
operations primarily within the ERCOT Region.  The ERCOT Region includes 
200,000 square miles, 85% of Texas load, and 75% of Texas land area (does not 
include the Panhandle, El Paso area, and 2 areas of East Texas). The ERCOT 
Region includes the following Texas cities and towns: Dallas, Ft. Worth, Houston, 
San Antonio, Austin, Paris, Tyler, Nacogdoches, Lufkin, Bryan, College Station, 
Corpus Christi, Harlingen, Brownsville, Laredo, Brownwood, San Angelo, Abilene, 
Midland, Odessa, Fort Stockton, Monahans, Snyder, Vernon, Wichita Falls, 
Denton, Garland, Greenville, Waco, Temple, Killeen, Weatherford, and Graham, 
and does not interconnect synchronously across state lines to import or export 
power with neighboring reliability regions. 
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ARTICLE III. 
MEMBERSHIP 

Section 1. Members.  The Corporation is a membership corporation. 
Membership in the Corporation is voluntary and is open to any entity  that is a  
user, owner or operator of the ERCOT Region Bulk Power System, registers with 
the Corporation as a Member, maintains its registration in accordance with this 
Article III, and complies with the other conditions and obligations of membership 
specified in these Bylaws.  All Members must qualify and be registered in one of 
the Sectors defined in Article III, Section 4.  Membership in the Corporation is not a 
condition to participating in the development or consideration of proposed Regional 
Standards.  

Section 2. Registration as a Member.  Any entity that is eligible to 
be a Member of the Corporation in accordance with Article III, Section 1

Section 3. Obligations and Conditions of Membership.   

 may 
become a Member by completing and submitting to the secretary of the 
Corporation a membership registration on a form prescribed by the Corporation. 
The Member shall designate one representative and an alternative representative 
with authority to receive notices, cast votes, and execute waivers and consents on 
behalf of the Member. The secretary of the Corporation shall maintain a current 
roster of the Members of the Corporation including each Member’s designated 
representative and alternative representative. From time to time, the Board shall 
establish a date by which Members shall submit their registration renewals. All 
Members shall be required to renew their registrations annually and within 30 
calendar days of a request by an officer of the Corporation, using a registration 
renewal form prescribed by the Corporation. The secretary of the Corporation shall 
remove from the roster of Members of the Corporation any Member that has not 
submitted a registration renewal within 30 days following a date established by the 
Corporation. The secretary shall inform any Member that is removed from the 
roster of Members of such removal, by sending notice to such former Member’s 
last known address on the records of the Corporation. 

(a) Members must agree to promote, support, and comply with Reliability 
Standards, comply with the ERCOT region market rules, and assist the Corporation in its 
compliance with the terms and provisions of the Corporation’s Delegation Agreement with 
NERC. Each Member shall agree, in writing, to accept the responsibility to comply with policies 
of NERC and the Corporation as set forth in their respective certificates of formation, bylaws, 
rules of procedure, and Reliability Standards, as applicable, as from time to time adopted, 
approved, or amended. 

(b) As an additional condition of membership in the Corporation, each 
Member shall be required to execute an agreement with the Corporation, in a form to be 
specified by the Corporation, that such entity will hold all Directors, officers, employees, and 
agents of the Corporation, as well as volunteers participating in good faith in the activities of the 
Corporation, harmless for any injury or damage caused by any act or omission of any director, 
officer, employee, agent, or volunteer in the course of performance of his or her duties on behalf 
of the Corporation, other than for willful acts of misconduct. 

(c) Consistent with applicable laws and regulations, Members must share 
nonproprietary information at the Corporation’s request as necessary for the furtherance of the 
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Corporation’s activities and consistent with NERC, PUCT, or any other applicable rules relating 
to confidentiality. 

Section 4. Membership Sectors.  Each Member shall elect to be 
assigned to one of the following membership Sectors: 

(a) System Coordination and Planning:  An entity that is registered with 
NERC as a Reliability Coordinator (RC), Balancing Authority (BA), Planning Authority (PA), 
Resource Planner (RP), or Interchange Authority (IA). 

(b) Transmission: An entity that is registered with NERC as a Transmission 
Owner (TO), Transmission Planner (TP), Transmission Service Provider (TSP), and/or 
Transmission Operator (TOP).  

(c) Cooperative or River Authority Utility: An entity that is (a) a corporation 
organized under Chapter 161 of the Texas Utilities Code or a predecessor statute to Chapter 
161 and operating under that chapter; or (b) a corporation organized as an electric cooperative 
in a state other than Texas that has obtained a certificate of authority to conduct affairs in the 
State of Texas; or (c) a cooperative association organized under Tex. Rev. Civ. Stat. 1396-
50.01 or a predecessor to that statute and operating under that statute; or (d) a River Authority 
as defined in Tex. Water Code §30.003 that is registered with NERC for at least one registered 
function.  .  

(d) Municipal Utility: An entity that owns or controls transmission or 
distribution facilities, owns or controls dispatchable generating facilities, or provides retail 
electric service and is a municipally owned utility as defined in PURA §11.003 and is registered 
with NERC for at least one registered function. 

(e) Generation: An entity that is registered with NERC as a Generator 
Owner (GO) or Generator Operator (GOP).  

(f) Load-Serving and Marketing:  An entity that is registered with NERC as 
a Load Serving Entity (LSE), a Purchasing-Selling Entity, or any newly defined NERC Function 
for demand response.  

Section 5. Participation.   

(a) There is only one level of Membership, and no company or entity may 
simultaneously hold more than one Membership.   

(b) Members must qualify in and join a Sector.   

(c) A Member that is eligible for more than one Sector may join only one 
Sector and it must be the most appropriate Sector for its business.  Any disputes regarding 
appropriateness of a Member’s Sector will be decided by a majority vote by the Board.  

(d) A company or entity that is an Affiliate of a Member may hold a separate 
membership in a different Sector, so long as the legal entities have different NERC Compliance 
Registry Numbers under which they are currently registered for the applicable NERC Function.   

(e) A Member must continue to vote in the same Sector for a minimum of one 
year or until it is no longer eligible to remain in such Sector, and it must give notice to the 
Corporate secretary when it elects or is required to change Sectors. 
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(f) The Board may review the Sector qualification of any Member and may 
determine that a Member does not qualify for, and require them to change Sectors. 

(g) A Member who is no longer eligible or not in good standing may not vote 
on any matters that require membership. 

Section 6. Membership Fees.  Members must pay an annual 
Membership Fee of $250, to offset the expenses of membership qualification, 
coordination, and meetings, unless the Board waives the fee for any Member for 
good cause shown.  The Board may agree to change the amount or frequency of 
the Membership Fee, from time to time, by majority vote.  

Section 7. Term of Membership.  Membership in the Corporation 
must be renewed on an annual basis and will only be retained as long as a 
Member meets its respective qualifications, obligations, and conditions of 
membership as set forth in these Bylaws. Membership is conditioned on the annual 
payment of Membership Fees, unless the Membership Fees are waived by the 
Board for good cause shown, as determined in the Board’s sole discretion.  

Section 8. Removal.  No Member or Member representative may be 
sanctioned, expelled or suspended and no membership in the Corporation may be 
terminated or suspended except pursuant to a procedure that is fair and 
reasonable and is carried out in good faith. The Board may, by resolution, establish 
a procedure to terminate, expel, suspend, or sanction a Member following notice to 
the Member and exercise of appropriate due process procedures and a 
determination by the Board in its sole discretion that in its judgment the Member 
has violated its obligations and responsibilities to the Corporation.  In the event that 
the Board does not adopt procedures, the following procedures shall apply: 

(a) Written notice

(b) 

. Written notice of intent to terminate, expel, suspend or 
sanction a Member shall be delivered at least twenty (20) days in advance of the date when a 
hearing will be held to determine whether the Member shall be expelled, suspended, terminated 
or sanctioned. Such notice shall set forth the reasons therefore. Said notice must be given by 
facsimile (receipt confirmed), e-mail (receipt confirmed) or first class or certified mail sent to the 
last address of the Member to be expelled, suspended, terminated or sanctioned, as shown in 
the Corporation’s records. 

Hearing

(c) 

. An opportunity shall be provided for the Member receiving such 
notice to be heard by the Board at the hearing, orally and in writing. The Member shall be 
entitled to have counsel present, and to participate in the hearing, at its own expense, and to 
present and cross-examine any witnesses.  

Liability

(d) 

. A Member which has been sanctioned, expelled, terminated or 
suspended shall remain liable to the Corporation for fees as a result of obligations incurred or 
commitments made prior to sanction, expulsion, termination or suspension. 

Challenges. Any proceeding challenging an expulsion, suspension, 
sanction or termination, including a proceeding in which defective notice is alleged, may be 
submitted to the Board in writing within one year after the effective date of the expulsion, 
suspension, sanction or termination. If the Board determines to hear such challenge, it shall 
notify the Member and such proceeding will be subject to the hearing requirements described in 
subsection (b) above of this Section 8. 
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Section 9. Resignation.  Any other provision of these Bylaws 
notwithstanding, any Member may withdraw from participation in the activities of 
the Corporation at any time upon written notice to the chief executive officer or 
president, whereupon it shall cease to be a Member, and its representatives shall 
cease to be entitled or obligated to participate in the activities of the Board or any 
activities requiring membership.  

Section 10. Reinstatement.  A former Member may submit a written 
request for reinstatement of Membership. The Board will reinstate the Membership 
unless the entity does not meet the Membership qualifications set forth in these 
Bylaws. 

ARTICLE IV. 
BOARD OF DIRECTORS 

Section 1. Board of Directors.  The business and affairs of the 
Corporation shall be managed by the Board. The Board shall consist of (i) four (4) 
Independent Directors who are nominated and elected in accordance with the 
requirements and procedures specified in this Article IV (the “Independent 
Directors”); (ii) the Chairman of the PUCT or another PUCT Commissioner 
designated by the Chairman, as an ex officio non-voting member; (iii) Texas Public 
Counsel, from the Office of Public Utility Counsel, as an ex officio non-voting 
member, representing the interests of residential and small commercial electricity 
consumers; (iv) the CEO of the Corporation as a voting member; (v) the chair of 
the Member Representatives Committee as a voting member; and (vi) the vice 
chair of the Member Representatives Committee as a voting member. The 
Directors who are the chair and vice chair of the Member Representatives 
Committee will be referred to herein as “Affiliated Directors.”  Each Director and 
Affiliated Director, excluding the non-voting members of the Board, shall have one 
(1) vote on any matter brought before the Board for a vote. All Directors are 
expected to serve the public interest and to represent the reliability concerns of the 
entire ERCOT Region Bulk Power System. 

Section 2. Independent Directors.  The Independent Directors shall 
be elected, shall have the qualifications specified, and shall serve in the manner 
provided in this Section. 

(a) Qualifications

(1) Experience in one or more of these fields: senior corporate 
leadership; professional disciplines of finance, accounting, engineering, bulk power 
systems, or law; regulation of utilities; and/or risk management.  

: 

(2) Independence of any NERC registered entity, ERCOT ISO, and 
any ERCOT Region Market Participant.  Requirements of independence include but are 
not limited to the following:    

(i) Independent Directors and the immediate family (any 
spouse, mother, father, sibling, or dependent, and any spouse of mother, father, 
or sibling and including any step and adoptive parents, siblings or children) and 
household members of Independent Directors and their spouses shall not have 
current or recent status (within the last two years) as a director, officer or 
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employee of an ERCOT Region NERC Registered Entity or ERCOT Region 
Market Participant. 

(ii) Independent Directors and immediate family and 
household members of Independent Directors shall not have current status  as a 
director, officer or employee of a non-ERCOT Region NERC Registered Entity. 

(iii) Independent Directors and immediate family and 
household members of Independent Directors shall not have direct business 
relationships, other than retail customer relationships, with any NERC Registered 
Entity or Market Participant. 

(iv) To the extent that an Independent Director or his or her 
spouse, dependent child, or any other household member owns stocks or bonds 
of NERC Registered Entities or Market Participants, these must be divested or 
placed in a blind trust prior to being seated on the Board. 

(v) Independent Directors shall not have any relationship that 
would interfere with the exercise of independent judgment in carrying out the 
responsibilities of a Board member, including the Delegated Authority. 

(vi) Other criteria as approved by the Board. 

(b) Term

(c) 

.  Except for the Initial and originally elected Directors, the term for 
Independent Directors shall be staggered three year terms. An Independent Director may be 
elected for up to three consecutive terms.  Notwithstanding the foregoing, the Initial Directors, 
who are the Directors seated for formation of the Corporation, will serve only until the first 
membership meeting of the Corporation, which term shall not exceed six (6) months.  If an Initial 
Director is qualified to be an Independent Director and elected by the membership, such 
Director’s initial term shall not be counted for purposes of term limits.  For the originally elected 
Directors, two positions will have three year terms and two positions will have two year terms.  
The term for the Affiliated Directors who are chair and vice chair of the Member Representatives 
Committee shall be one year, and the terms of the ex officio Directors will not expire. 

Selection

(1) Except as described below for the selection of the Independent 
Directors to serve as Initial Directors, the Board shall appoint, on an annual basis, or 
more frequently if needed in the event of a special election pursuant to this subsection, a 
nominating committee (the “Nominating Committee”) to recommend candidates (i) to 
succeed the Independent Directors whose terms expire during the current year and (ii) to 
serve the remainder of the term of any Independent Director who ceased to serve as a 
Director subsequent to the last annual election of Directors. The Nominating Committee 
shall consist of all Directors whose terms do not expire during the current year and such 
number of other persons with such qualifications as the Board shall specify, provided 
that the Independent Directors plus the Management Director shall constitute a majority 
of the voting members of the Nominating Committee.  For the selection of Independent 
Directors to be seated as Initial Directors, the Nominating Committee shall consist of the 
Management Director, the ex officio Directors, two Unaffiliated Directors from the 
ERCOT Board of Directors, and two registered entity representatives who are  selected 
by the ERCOT Board of Directors. 

.   



Draft [09.03.2009] 

ITEM 5B – EXHIBIT A TEXAS RE BYLAWS DRAFT    PAGE 9 OF21

(2) The Nominating Committee may retain an executive search firm to 
locate and present candidates with the required qualifications, as set forth in Article IV, 
Section 2(a).  

(3) The Nominating Committee shall interview the qualified 
candidates and select and nominate, by at least a two-thirds majority, qualified 
candidate(s) consistent with the objectives that the Board as an entirety shall reflect 
expertise in the areas of technical electric operations and reliability, legal, senior 
corporate leadership, financial, risk management, and regulatory matters, and familiarity 
with regional system operation issues in the ERCOT Region to present to the 
Membership for its approval.  For the selection of the Independent Directors to serve as 
Initial Directors, the Nominating Committee will, following the interview process, select 
the Independent Directors that will serve as the initial Directors. 

(4) Except for the selection of Independent Directors to serve as the 
Initial Directors, the Membership shall vote by Sector as described in Article V in favor or 
against the proposed Independent Director(s).  A proposed Independent Director who is 
approved by a majority of the Sectors shall become an Independent Director.  

(d) Director Voting Weights

(e) 

. All voting Directors shall have a single vote 
each. 

Alternates and Proxies

Section 3. Appointment of Management Director.  The president 
and chief executive officer (CEO) of the Corporation shall serve as the 
Management Director of the Corporation, effective as of the date of his or her 
appointment by the Board as CEO of the Corporation in accordance with these 
Bylaws, to serve until such time that he or she ceases to hold the position of CEO. 
No action of the Members of the Corporation shall be required in connection with 
the appointment of the CEO as the Management Director of the Corporation. 

. Independent Directors may designate another 
Independent Director as a proxy if unable to attend a Board meeting. Ex officio Directors may 
designate a selected proxy or an alternate representative who may attend meetings in the 
absence of such Director. The chair and vice chair of the Member Representatives Committee 
may designate each other or may designate an Independent Director as their proxy if unable to 
attend a Board meeting. 

Section 4. Chair and Vice Chair. Annually, the Board shall elect from 
the Board’s membership, by resolution of the Board, a Chair and a Vice Chair. The 
Chair and Vice Chair shall each be one of the Independent Directors.  

Section 5. Vacancies and Removal.  Should any vacancy on the 
Board arise from the death, resignation, retirement, disqualification, or removal 
from office of any Director, or from any other cause, such vacancy shall be filled by 
electing a Director at the next annual election of Directors to fill the remainder, if 
any, of the term of the departed Director. Provided, that the Board by resolution 
may in its discretion call a special election to fill any such vacancy for the 
remainder, if any, of the term of the departed Director. A Director may be removed 
with or without cause at any time by whomever had the right to appoint such 
Director (for ex officio Directors), or for the elected Independent Directors, by an 
affirmative vote of sixty percent (60%) of the Members. In addition, the Board may 
remove a Director for cause, upon at least seventy-five percent (75%) affirmative 
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votes of the eligible, remaining voting Directors. The right to elect Directors may 
not be assigned, sold, pledged or transferred in any manner. 

Section 6. Committees of the Board. The Board shall by resolution 
create and appoint all committees of the Board as the Board deems necessary to 
perform its responsibilities. All committees of the Board shall have such duties as 
are prescribed and delegated by the Board. Committees to which any of the 
authority of the Board to manage the Corporation is delegated must have at least 
two members, and a majority of the members of the committee must be Directors. 

ARTICLE V. 
MEETINGS OF MEMBERS OF THE CORPORATION 

Section 1. Annual and Other Meetings of Members.   

(a) An annual meeting of the Members for the election of Directors and to 
conduct such other business as may come before the meeting shall be held on or about 
December 1 of each year or as soon thereafter as is reasonably practicable.  

(b) Meetings of Members of the Corporation may be called for any purpose 
or purposes by resolution of the Board, by the chair of the Board, the CEO or the secretary of 
the Corporation, or by a number of Members constituting at least ten (10) percent of all 
Members on the roster of Members maintained by the secretary of the Corporation, which 
number shall include Members in at least three of the Sectors. Meetings of Members shall be 
held at the principal office of the Corporation or at such other place fixed by the Board as shall 
be specified in the notice of meeting. Meetings shall be called upon written notice of the time, 
date, place, and purposes of the meeting given to all Members on the roster of Members 
maintained by the secretary of the Corporation not less than ten (10) nor more than sixty (60) 
days prior to the date of the meeting.  Only Members in good standing with the Corporation, as 
determined by the Board, have the right to vote at any meeting of the Members.  Further, if at 
any point a Member no longer meets the qualifications for the Sector of which it is a member, 
the Entity may immediately elect to become a member in any Sector for which it does qualify. 

Section 2. Quorum and Voting Requirements for Meetings of 
Members. At any meeting of the Members of the Corporation, attendance in 
person or by proxy by a majority of the Members in each of at least two-thirds of 
the Sectors on the roster of Members maintained by the secretary of the 
Corporation shall constitute a quorum.  

(a) Members shall vote by Sector and each Sector shall have one vote. 

(b) Except as otherwise expressly provided in the Corporation’s Certificate of 
Formation, these Bylaws or applicable law, actions by the Members of the Corporation shall be 
approved upon receipt of the affirmative vote of a majority of the Sectors of the Corporation at a 
meeting at which a quorum is present, in person or by proxy.  Each Sector’s vote shall be 
determined by the affirmative vote of a majority of the members of the Sector voting at the 
meeting.   

Section 3. Waivers of Notice of Meetings of Members and 
Member Meeting Adjournments. Notice of a meeting of Members need not be 
given to any Member who signs a waiver of notice, in person or by proxy, whether 
before or after the meeting. The attendance of any Member at a meeting, in person 
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or by proxy, without protesting prior to the conclusion of the meeting the lack of 
proper notice of such meeting, shall constitute a waiver of notice of the meeting by 
such Member. When any meeting of Members is adjourned to another time or 
place, it shall not be necessary to give notice of the adjourned meeting if the time 
and place to which the meeting is adjourned are announced at the meeting at 
which the adjournment is taken, and if at the adjourned meeting only such 
business is transacted as might have been transacted at the original meeting. 

Section 4. Action Without a Meeting of Members.  Any action, 
required or permitted to be taken at a meeting of Members, may be taken without a 
meeting if the proposed action is posted to all Members (via email to an email 
distribution list to which Members may subscribe and by posting on the Corporation 
website) and consented to in writing by the minimum number of Members that 
would be required to approve the action at a meeting of the Members at which all 
Members were present.  The voting in such a circumstance shall be performed in 
writing, including via email or other electronic means. The Members shall receive 
written notice of the results within ten (10) days of the action vote, and all written 
responses of the Members shall be filed with the Corporate records.  The results of 
such voting will be posted on the Corporation’s website. 

Section 5. Meetings of the Members to be Open.  Notice to the 
public of the dates, places, and times of meetings of the Members, and all non-
confidential material provided to the Members, shall be posted on the Corporation’s 
website at approximately the same time that notice is given to the Members. 
Meetings of the Members shall be open to the public, subject to reasonable 
limitations due to the availability and size of meeting facilities; provided, that the 
meeting may be held in or adjourned to closed session to discuss matters of a 
confidential nature, including but not limited to compliance and enforcement 
matters, personnel matters, litigation, or commercially sensitive or critical 
infrastructure information of the Corporation or any other entity.  The results of any 
action taken without a meeting, as described above, will be posted on the 
Corporation’s website. 

ARTICLE VI. 
MEETINGS OF THE BOARD OF DIRECTORS 

Section 1. Regular Meetings of the Board.  Regular meetings of the 
Board shall be held at least quarterly.  By resolution adopted at any meeting of the 
Board, the Board may provide for additional regular meetings that may be held as 
needed. 

Section 2. Special Meetings of the Board. Special meetings of the 
Board for any purpose or purposes may be called at any time by the chair or by 
any two Directors. Such meetings may be held upon notice given to all Directors 
not less than three (3) days prior to the date of the meeting. Such notice shall 
specify the time, date, place, and purpose or purposes of the meeting and may be 
given by telephone, email or other electronic media, or by express delivery. 

Section 3. Quorum and Voting Requirements for Meetings of the 
Board. Unless otherwise expressly provided in the Corporation’s Certificate of 
Formation, these Bylaws or applicable law, (i) the quorum necessary for the 
transaction of business at meetings of the Board shall be a majority of the Directors 



Draft [09.03.2009] 

ITEM 5B – EXHIBIT A TEXAS RE BYLAWS DRAFT    PAGE 12 OF21

in person or by proxy and at least three Independent Directors, and (ii) actions by 
the Board shall be approved upon receipt of the affirmative vote of a majority of the 
Directors present and voting in person or by proxy at a meeting at which a quorum 
is present. 

Section 4. Meetings of the Board to be Open. Notice to the public of 
the dates, places, and times of meetings of the Board, and all non-confidential 
material provided to the Board, shall be posted on the Corporation’s website at 
approximately the same time that notice or such material is given to the Directors. 
Meetings of the Board shall be open to the public, subject to reasonable limitations 
due to the availability and size of meeting facilities; provided, that the Board may 
meet in or adjourn to closed session to discuss matters of a confidential nature, 
including but not limited to compliance and enforcement matters, personnel 
matters, litigation, or commercially sensitive or critical infrastructure information of 
the Corporation or any other entity. Any or all of the Directors or members of a 
Board committee, may participate in a meeting of the Board, or a meeting of a 
committee, in person or by proxy, by means of any communications system by 
which all persons participating in the meeting are able to hear each other. 

Section 5. Waivers of Notice of Board Meetings and Board 
Meeting Adjournments.  Notice of a board meeting need not be given to any 
Director who signs or sends email confirming a waiver of notice, in person or by 
proxy, whether before or after the meeting, or who attends the meeting without 
protesting, prior to the conclusion of the meeting, the lack of notice of such 
meeting. Notice of an adjourned board meeting need not be given if the time and 
place to which the meeting is adjourned are announced at the meeting at which the 
adjournment is taken and if the period of adjournment does not exceed ten (10) 
days. 

Section 6. Action Without a Meeting.  Any action required or 
permitted to be taken at a meeting of the Board, or of any committee thereof, may 
be taken by the Board or by the committee without a meeting if the action is 
consented to in writing by the number of Directors or members of the committee, 
as the case may be, entitled to vote on the action that would be required to 
approve the action at a meeting of the Board or committee with all members of the 
Board or committee present. The call for action without a meeting of the Board may 
be initiated by the chair or by any two Directors. Notice of the proposed call for 
action without a meeting, and all non-confidential material provided to the Board in 
connection with the call for action without a meeting, shall be posted on the 
Corporation’s website and sent via email to an email distribution list to which 
Corporate Members and the public may subscribe at approximately the same time 
notice of the call for action without a meeting or such material is provided to the 
Board. The call for action without a meeting of a committee of the Board may be 
initiated by the chair of the committee or by any two members of the committee. 
The Directors or members of the committee shall receive written notice of the 
results of such action within seven (7) days of the action vote. All written responses 
of the Directors shall be filed with the minutes of the Corporation, and all written 
responses of members of a committee shall be filed with the minutes of such 
committee. 

ARTICLE VII. 
OFFICERS 
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Section 1. Selection of Officers. At a regular meeting held in 
accordance with Article V, Section 1 of these Bylaws, the Board shall elect a CEO 
and shall approve a corporate secretary  and such other officers of the Corporation 
(collectively, the “Officers”) as it shall deem necessary. The CEO shall be 
nominated and elected by the Board.  All of the other Officers shall be selected by 
the CEO and approved by the Board, and the removal of all Officers shall be 
confirmed by the Board.  The Management Director shall not participate in votes 
electing, approving, or removing Officers. The duties and authority of the Officers 
shall be determined from time to time by the Board. Subject to any such 
determination, the Officers shall have the following duties and authority: 

Section 2. Chief Executive Officer.  The CEO shall be the chief 
executive officer of the Corporation. He or she shall be responsible for the day-to-
day ongoing activities of the Corporation and shall have such other duties as may 
be delegated or assigned to him or her by the chair. The CEO may enter into and 
execute in the name of the Corporation contracts or other instruments not in the 
regular course of business that are authorized, either generally or specifically, by 
the Board. 

Section 3. Corporate Secretary.  The secretary shall maintain the 
roster of Members of the Corporation, shall cause notices of all meetings to be 
served as prescribed in these Bylaws, shall keep or cause to be kept the minutes 
of all meetings of the Members and the Board, and shall have charge of the seal of 
the Corporation. The secretary shall perform such other duties and possess such 
other powers as are incident to his or her office or as shall be assigned to him or 
her by the CEO 

Section 4. Chief Financial Officer.  If hired and approved, a chief 
financial officer shall have custody of the funds and securities of the Corporation, 
shall keep or cause to be kept regular books of account for the Corporation and 
shall have the duties normally assigned to a treasurer of a corporation. The chief 
financial officer shall perform such other duties and possess such other powers as 
are incident to his or her office or as shall be assigned to him or her by the CEO. 

ARTICLE VIII. 
RELIABILITY STANDARDS COMMITTEE 

Section 1. Requirement.  The Corporation shall have a Reliability 
Standards Committee, which shall operate in accordance with the Standards 
Development Process as set forth in Exhibit C to the Delegation Agreement with 
NERC and approved by FERC.  The chair and vice chair of the Standards 
Committee must be accepted or approved by the Board, in accordance with said 
Exhibit C. 

ARTICLE IX. 
MEMBER REPRESENTATIVES COMMITTEE 

Section 1. Purpose of Member Representatives Committee.  The 
Corporation shall have a Member Representatives Committee that shall provide 
advice and recommendations to the Board with respect to annual budgets, 
business plans and funding mechanisms of the Corporation; other matters relevant 
to reliability of the ERCOT Bulk Power System; and other matters pertinent to the 
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purpose and operations of the Corporation.  The Member Representatives 
Committee shall provide its advice and recommendation to the Board through its 
chair and the vice chair, who also serve as the Affiliated Directors on the Board. 
The Members Representatives Committee may create subcommittees, task forces, 
or working groups (“subcommittees”) as it deems appropriate to study or discuss 
selected technical or compliance matters to make recommendations to the board 
as requested or required by the Board or as deemed appropriate to its purpose by 
the Members Representatives Committee.  Because it is elected by the Members 
of the Corporation and not appointed by the Board, the Member Representatives 
Committee shall not be a standing committee of the Board of Directors of the 
Corporation, but is authorized to provide advice and recommendations directly to 
the Board, through its elected chair and vice chair.   

Section 2. Composition of the Member Representatives 
Committee.  The Member Representatives Committee shall consist of two 
representatives from each Sector to serve annually and will annually select a chair 
and vice chair for the Member Representatives Committee. The representatives of 
each Sector shall be officers, employees, or directors of Members in that Sector; 
provided however, except for a Sector that has only one Member, only one officer, 
employee, or director of a Member in a Sector may be a representative from that 
Sector. No member of the Board shall be a member of the Member 
Representatives Committee. The Board may by resolution create additional non-
voting positions on the Member Representatives Committee on its own initiative or 
at the written request of any group of Members of the Corporation that believes its 
interests are not adequately represented on the Member Representatives 
Committee.  There shall be no limit on the number of terms that an officer, 
employee, or director of a Member, may serve on the Member Representatives 
Committee. 

Section 3. Election of Representatives of the Member 
Representatives Committee. Unless a Sector adopts an alternative election 
procedure, the annual election of representatives from each Sector to the Member 
Representatives Committee, and any election to fill a vacancy, shall be conducted 
in accordance with the following process, which shall be administered by the 
officers of the Corporation.  

(a) During the period beginning no more than ninety (90) days and ending no 
less than fifteen (15) days prior to an annual meeting, or beginning no more than forty-five (45) 
days and ending no less than fifteen (15) days prior to a special meeting called in whole or in 
part to hold an election to fill a vacancy, nominations may be submitted for candidates for 
election to the Member Representatives Committee. A nominee for election as a Sector 
representative must be an officer, employee, or director of a Member in that Sector. No more 
than one nominee who is an officer, employee, or director of a Member may stand for election in 
any single Sector; if more than one officer, employee, or director of a Member is nominated for 
election from a Sector, the Member shall designate which such nominee shall stand for election. 
The election of representatives shall be conducted over a period of ten (10) days using an 
electronic process approved by the secretary of the Corporation.  

(b) Each Member in a Sector shall have one vote for each Representative to 
be elected from the Sector in that election and may cast no more than one vote for any 
nominee. The nominee receiving the highest number of votes in each Sector shall be elected to 
one Representative position to be filled from that Sector and the nominee receiving the second 
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highest number of votes shall be elected as the second Representative position for that Sector. 
To be elected on the first ballot, a nominee must receive a number of votes equal to a simple 
majority of the Members in the Sector casting votes in the election. If no nominee in a Sector 
receives a simple majority of votes cast in the first ballot, a second ballot shall be conducted 
which shall be limited to the number of candidates receiving the three (3) highest vote totals on 
the first ballot.  The nominees receiving the two highest totals of votes on the second ballot shall 
be elected to the Representative positions for the Sector. 

(c) A Sector may adopt an alternative procedure to the foregoing to nominate 
and elect its Representatives to the Member Representatives Committee if  the alternative 
procedure is approved by vote of at least two-thirds of the Members in the Sector, provided, 
however that any alternative procedure may be reviewed and disapproved by the Board. 

(d) A Sector may elect an Alternate to serve in place and at the convenience 
of the Sector’s Member Representatives Committee Representative(s) in the event a Member 
Representatives Committee Representative cannot attend a Member Representatives 
Committee meeting. 

Section 4. Chair and Vice Chair of the Member Representatives 
Committee.  After the annual selection of its Representatives, the Member 
Representatives Committee shall select a chair and vice chair from among its 
voting Representatives by majority vote to serve during the upcoming year and be 
the Affiliated Directors on the Board.  The selected chair and vice chair may not be 
representatives of the same Sector or NERC function and may not concurrently 
serve on the Board of ERCOT ISO or any other registered entity in the ERCOT 
Region.  The Board shall be notified of the selection of the chair and vice chair, but 
the selection will not be subject to approval of the Board. The chair is responsible 
for ensuring that minutes of the meetings are properly maintained and made 
available to the public, but the chair may delegate this responsibility to the vice 
chair or to another Representative of the Member Representatives Committee who 
is designated as secretary of the Member Representatives Committee. 

Section 5. Vacancies on the Member Representatives Committee.  
In the event that any Representative of the Member Representatives Committee 
ceases to serve as a Representative of the Member Representatives Committee 
as a result of his or her death, resignation, retirement, disqualification, or removal 
or other cause, the Members in the Sector of which such Representative was a 
representative shall elect, as soon thereafter as reasonably practicable, and in 
accordance with the procedures in this Article IX, a new Representative to replace 
the Representative of the Member Representatives Committee who ceased to 
serve.  For those Sectors that have elected an Alternate, the Alternate will fill a 
vacancy left by the Sector’s Member Representative and a new Alternate will be 
elected by the Sector. 

Section 6. Meetings of the Member Representatives Committee. 
The Member Representatives Committee will annually plan and hold quarterly 
meetings, at a time and place determined by the Member Representatives 
Committee and posted on the Corporation’s website.  Except for closed session 
meetings specifically allowed by this Section, all meetings shall be open to the 
public.  The Members Representatives Committee shall adopt such procedural 
rules as are needed to operate in accordance with its purpose and will include 
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procedures for coordinating with employees of the Corporation who provide 
administrative support, as set forth in subsection 6(c), below.  

(a) Notice to the public of the dates, places, and times of meetings of the 
Member Representatives Committee and any subcommittees thereof, and all non-confidential 
material provided to the Member Representatives Committee or any subcommittees thereof, 
shall be posted on the Corporation’s website at approximately the same time that notice or such 
material is given to the Member Representatives Committee, which will normally be at least one 
week prior to any meeting. Meetings of the Member Representatives Committee shall be open 
to the public, subject to reasonable limitations due to the availability and size of meeting 
facilities; provided, that the Member Representatives Committee may meet in or adjourn to 
closed session to discuss matters of a confidential nature, including but not limited to 
confidential planning information, critical infrastructure information, or commercially sensitive 
information of the corporation or any other entity. Any or all Representatives of, and any other 
participants in, the Member Representatives Committee may participate in a meeting of the 
Member Representatives Committee by means of a communications system by which all 
persons participating in the meeting are able to hear each other. 

(b) Special meetings may be called for any purpose or purposes by the chair 
of the Member Representatives Committee or by any three (3) Representatives of the Member 
Representatives Committee, which number shall include representatives from at least three 
Sectors, and require notice given to all Representatives of the Member Representatives 
Committee not less than seven (7) days prior to the date of the meeting. Such notice shall 
specify the time, date, place, and purpose or purposes of the meeting and may be given by 
telephone, facsimile, or other electronic media, or by express delivery. 

(c) The Member Representatives Committee shall effectively coordinate with 
the employees of the Corporation and adopt procedural rules for the voting for Representatives, 
scheduling of meetings, and public posting of required meeting information and minutes. The 
chair or vice chair of the Member Representatives Committee shall provide all meeting 
agendas, material, minutes and other information required or desired to be posted on the 
Corporation’s website to appropriate Corporation employees at least one business day prior to 
the time such information should be posted.   

Section 7. Waivers of Notice of Meetings of the Member 
Representative Committee and Meeting Adjournments. Notice of a meeting of 
the Member Representatives Committee need not be given to any member of the 
Member Representatives Committee who signs a waiver of notice, in person or by 
proxy, whether before or after the meeting, or who attends the meeting without 
protesting, prior to the conclusion of the meeting, the lack of notice of such 
meeting. Notice of an adjourned meeting of the Member Representatives 
Committee need not be given if the time and place to which the meeting is 
adjourned are announced at the meeting at which the adjournment is taken and if 
the period of adjournment does not exceed ten (10) days. 

Section 8. Quorums and Voting for Meetings of the Member 
Representatives Committee.  The quorum necessary for the transaction of 
business at meetings of the Member Representatives Committee shall be two-
thirds of the voting members of the Member Representatives Committee attending 
the meeting in person or by proxy.  A member of the Member Representatives 
Committee may give a proxy only to a person who is an officer, employee, or 
director of a Member, registered in the same Sector. Each voting member of the 
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Member Representatives Committee shall have one (1) vote on any matter coming 
before the Member Representatives Committee that requires a vote. Except as 
otherwise expressly provided in the Corporation’s Certificate of Formation, these 
Bylaws or applicable law, actions by members of the Member Representatives 
Committee shall be approved upon receipt of the affirmative vote of a majority of 
the voting members of the Member Representatives Committee present and voting 
at any meeting at which a quorum is present. 

 

Section 9. Alternates and Proxies. Member Representatives may 
designate another Member Representative or the Sector Alternate as a proxy if 
unable to attend a Members Representative Committee meeting,  

Section 10. Other Procedures of the Member Representatives 
Committee.  The chair of the Board, shall preside at the initial meeting of the 
Member Representatives Committee, until a chair is selected in accordance with 
Article IX, Section 4. Except as to any matter as to which the procedure to be 
followed by the Member Representatives Committee is expressly set forth in these 
Bylaws, the Member Representatives Committee may adopt such additional 
procedures, not inconsistent with these Bylaws, as it deems appropriate, subject to 
review and disapproval by the Board. 

ARTICLE X. 
OTHER COMMITTEES AND SUBCOMMITTEES 

Section 1. Committees of the Corporation.  In addition to those 
committees specified by these Bylaws, to which the Board shall appoint members 
in accordance with the requirements of these Bylaws, the Board may by resolution 
create standing committees of the Corporation; and may in addition by resolution 
appoint such committees, subcommittees, task forces and Sector-specific forums 
as the Board deems necessary or desirable to carry out the purposes of the 
Corporation. The Board shall appoint standing committees and other committees of 
the Corporation that are representative of Members, other interested parties, and 
the public, that provide for balanced decision-making and that include persons with 
outstanding technical knowledge and experience. All committees, subcommittees, 
task forces and Sector-specific forums shall have such scope and duties, not 
inconsistent with law, as are specified in these Bylaws and the Rules of Procedure 
of the Corporation or otherwise determined by the Board. 

ARTICLE XI. 
BUDGETS AND FUNDING 

Section 1. Compensation of the Board and Member 
Representatives Committee.  The Board shall have the right to fix from time to 
time, by resolution adopted by a majority of the Directors and a majority of the 
Independent Directors then serving as Directors, the amount of the annual retainer 
fee or other compensation to be paid to the Independent Directors for their services 
to the Corporation, including any fees to be paid for each meeting of the Board or 
any Board committee attended by an Independent Director. The Board will 
evaluate the fee or other compensation at least every three years, to ensure that 
Director compensation is appropriate.  No compensation shall be paid to any 
Management Director, Affiliated Director, or ex officio Director for his or her 
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services on the Board, other than the compensation paid to the Management 
Director for services as CEO of the Corporation. No compensation shall be paid by 
the Corporation to any member of the Member Representatives Committee for his 
or her services on the Member Representatives Committee.  Independent 
Directors shall be entitled to be reimbursed their reasonable out-of-pocket 
expenditures for attending meetings and conducting the business of the 
Corporation. 

Section 2. Preparation and Adoption of Annual Budget, Business 
Plan, and Funding Mechanism.  The Board shall require the CEO to prepare for 
Board approval an annual business plan and budget for the administrative and 
other expenses of the Corporation, including the expenditures for the fiscal year for 
any material special projects undertaken by the Corporation and reasonable and 
proper reserves and provisions for contingencies, in accordance with all NERC and 
Commission requirements. The annual business plan, budget and funding 
mechanism of the Corporation shall be for a fiscal year commencing on January 1 
and ending on December 31. Each annual business plan, budget, and funding 
mechanism shall be approved by the Board at a regular meeting or a special 
meeting of the Board duly called for that purpose. The Board shall use reasonable 
efforts to approve each annual business plan, budget, and funding mechanism at a 
time that allows for timely submittal of the approved annual business plan, budget, 
and funding mechanism to the applicable regulatory authorities. 

Section 3. Comments During Preparation of Annual Business 
Plan and Budget.  In preparing the annual business plan and budget, the Board 
shall require that the CEO post a draft business plan and budget for review and 
comment by the Members of the Corporation and the Member Representatives 
Committee and the standing committees of the Corporation for at least ten (10) 
days prior to the date of the meeting of the Board at which the annual business 
plan and budget is to be adopted. 

Section 4. Modified or Supplemental Budgets.  During the course 
of a fiscal year, the Board may modify any approved budget or develop and 
approve a supplemental budget if determined by the Board to be necessary due to 
such factors as a shortfall in revenues of the Corporation from projected levels, 
incurred or anticipated expenditures, duties, or new projects not provided for in the 
annual budget, or such other factors as in the judgment of the Board warrant 
modification of the budget for the fiscal year or development of a supplemental 
budget. In preparing a modified or supplemental budget, the Board shall follow the 
provisions of this Article XI, Section 4 to the extent practicable in the judgment of 
the Board in light of the urgency of the circumstances necessitating preparation 
and approval of the modified or supplemental budget. Each modified or 
supplemental budget shall be approved by the Board at a regular meeting or a 
special meeting of the Board duly called for that purpose. 

Section 5. Submission of Annual Business Plans and Budgets to 
the Regulatory Authorities.  Each annual budget, annual business plan, and 
annual, modified, or supplemental budget approved by the Board shall be 
submitted by the Corporation to the ERO and any applicable regulatory authorities 
for approval in accordance with its regulations, and shall not be effective until 
approved by the applicable regulatory authorities. If ordered to modify or remand 
an annual budget, business plan, or annual, modified, or supplemental funding 
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mechanism, the Board shall promptly following such order adopt such 
modifications to the business plan, budget , or funding mechanism as are required 
or directed by the order of the ERO and any applicable regulatory authority. 

 
ARTICLE XII. 

AMENDMENTS TO THE BYLAWS 

Section 1. Amendments to the Bylaws.  These Bylaws may be 
altered, amended, or repealed by a majority vote of both the Board and the 
Membership at respective meetings of the Board and the Members at which a 
quorum is present. Written notice of the subject matter of the proposed changes to 
the Bylaws shall be provided to the Directors and to the Members not less than ten 
(10) nor more than sixty (60) days prior to the date of the meeting of the Board or 
the Members at which the vote is to be taken. Notwithstanding the provisions of 
this Article XIV, the Members of the Corporation voting by Sector shall have the 
right to alter, amend, or repeal Bylaws adopted by the Board and to adopt new 
Bylaws, provided that any such alteration, amendment, or repeal or the adoption of 
new Bylaws is approved by vote of two-thirds of the Sectors at a meeting of 
Members called for that purpose, or by written consent of two-thirds of the Sectors, 
where the number of votes for and against the proposed alteration, amendment, 
repeal or adoption of Bylaws shall be determined in accordance with Article IV, 
Section 2. Any alteration, amendment, repeal or adoption of Bylaws shall be 
subject to any applicable requirements for filing with or approval by the ERO or any 
other applicable regulatory authority. 

ARTICLE XIII. 
INDEMNIFICATION; PROCEDURE; DISSOLUTION 

Section 1. Indemnification.  The Corporation shall indemnify each 
person who at any time shall serve, or shall have served, as an officer, Director, 
employee, or other corporate agent of the Corporation, is or was serving at its 
request as a director, officer, partner, venturer, proprietor, employee, agent or 
similar functionary of another foreign or domestic corporation, partnership, joint 
venture, sole proprietorship, trust, employee benefit plan or other enterprise 
(“Indemnified Parties”), to the full extent from time to time permitted by the Texas 
Business Organizations Code and other applicable law. Such right of 
indemnification shall inure to the benefit of the legal representative of any such 
Indemnified Party. The foregoing indemnification shall be in addition to, and not in 
restriction or limitation of, any privilege or power that the Corporation may have 
with respect to the indemnification or reimbursement of its Indemnified Parties. The 
Corporation shall also pay or advance reasonable expenses incurred by an 
Indemnified Party in connection with a proceeding in advance of the final 
disposition of the proceeding upon receipt of a written affirmation by the 
Indemnified Party of a good faith belief that the standard of conduct necessary for 
indemnification under this Article XIII and the Texas Business Organizations Code 
has been met and a written undertaking by or on behalf of the officer, Director, or 
other corporate agent to repay the amount if it shall be ultimately determined that 
the Indemnified Party was not entitled to be indemnified by the Corporation. 

Section 2. Parliamentary Rules.  In the absence of and to the extent 
not inconsistent with specific provisions in these Bylaws, meetings or other actions 
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pursuant to these Bylaws shall be governed by procedures that the Board may, 
from time to time, establish by resolution. 

Section 3. Dissolution.  Upon dissolution of the Corporation, in 
accordance with the Certificate of Formation, the remaining assets of the 
Corporation after payment of debts shall be distributed in the manner determined 
by the Board, provided that, (i) no part of the assets shall be distributed to any 
Director of the Corporation, and (ii) the distribution of assets shall be consistent 
with the requirements of Section 501(c)(3) of the United States Internal Revenue 
Code of 1954. 

ARTICLE XIV. 
CONFLICTS OF INTEREST 

Section 1. Conflicts of Interest. 

(a) Each Director shall have an affirmative duty to disclose to the Board or 
committee (as the case may be) any actual or potential conflicts of interest of the Director that 
arise during his or her tenure as a Director where, and to the extent that, such conflicts or 
potential conflicts directly or indirectly affect any matter that comes before the Board. A Director 
with a direct or potentially conflicting interest in a matter shall recuse himself from deliberations 
and actions on the matter in which the conflict arises and shall abstain on any vote on the 
matter and not otherwise participate in a decision on the matter.    Any disclosure of a potential 
conflict of interest by a Director shall be noted in the minutes of the Board meeting at which the 
direct interest is disclosed. Mere attendance at the meeting, without participating in discussion 
of the issue raising the potential conflict, shall not constitute participation. 

(b) The Corporation may not make any loan to a Director, committee member 
or officer of the Corporation. A Member, Director, officer, or committee member of the 
Corporation may not lend money to, or otherwise transact business with, the Corporation except 
as otherwise provided by these Bylaws, the Certificate of Formation, and applicable law. A 
related party transacting business with the Corporation has the same rights and obligations 
relating to those matters as other persons transacting business with the Corporation, provided 
the related party nature of the transaction is known to the Board. The Corporation may not 
borrow money from, or otherwise transact business with, a Member, Director, officer, or 
committee member of the Corporation unless the transaction is described fully in a legally 
binding instrument and is in the Corporation’s best interests. The Corporation may not borrow 
money from, or otherwise transact business with, a Member, Director, officer, or committee 
member of the Corporation without full disclosure of all relevant facts and without the Board’s 
approval, not including the vote of any person having a personal interest in the transaction. 

Section 2. Prohibited Acts.  No Member, Director, officer, or 
committee member of the Corporation may do any of the below-listed prohibited 
acts. Performance of these prohibited acts may lead to sanction, suspension, 
expulsion or termination after a hearing as described in these Bylaws.  The 
prohibited acts include the following:  

(a) Do any act in violation of these Bylaws. 

(b) Do any act in violation of a binding obligation of the Corporation except 
with the Board’s prior approval. 
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(c)  Do any act with the intention of harming the Corporation or any of its 
operations. 

(d) Receive an improper personal benefit from the operation of the 
Corporation. 

(e) Use the Corporation’s assets, directly or indirectly, for any purpose other 
than carrying on the Corporation’s business. 

(f) Wrongfully transfer or dispose of Corporation property, including 
intangible property such as goodwill. 

(g) Use the Corporation’s name (or any substantially similar name) or any 
trademark or trade name adopted by the Corporation, except on behalf of Corporation in the 
ordinary course of its business or as a reference to the Corporation or its region. 

(h) Disclose any of Corporation’s or Members’ business practices, trade 
secrets, or any other confidential or proprietary information not generally known to the business 
community to any person not authorized to receive it.  

Section 3. Loans and Guarantees.  Neither participation in the 
activities of the Corporation nor any provision of these Bylaws or of the Certificate 
of Formation shall be deemed to constitute a pledge or loan of the credit of any 
Member for the benefit of the Corporation or a guarantee by any Member of any 
obligation of the Corporation. 

ARTICLE XV. 
BOOKS AND RECORDS; AUDIT; FISCAL YEAR 

Section 1. Access to Books and Records.  All Members of the 
Corporation will have access to the books and records of the Corporation, including 
financial statements and budgets; however, the Board shall establish procedures 
by which a Member, upon written demand stating the purpose of the demand may 
examine and copy the books and records of the Corporation. If necessary to 
protect the confidential information of the Corporation, a Member requesting 
examination of any of the Corporation’s non-public books and records will be 
required to sign a confidentiality and non-disclosure agreement before viewing 
such information. The procedures shall include policies that provide reasonable 
protection against the unnecessary disclosure of information related to individual 
employees, including their compensation. 

Section 2. Audit.  At least annually, an audit of the financial 
statements of the Corporation shall be performed by the Auditor approved by the 
Board. The Auditor’s opinion and the audited financial statements will be made 
available to all Members as described in Article XV, Section 1. 

Section 3. Fiscal Year.  The fiscal year of the Corporation shall be 
from January 1 through the following December 31, unless otherwise established 
by resolution of the Board. 
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ARTICLE I. 

DEFINITIONS 

Section 1. Definitions.  The capitalized terms used in these Bylaws 
of Texas Regional Entity, Inc. (the “Corporation” or “Texas RE”), shall have the 
meanings set forth below, or if not set forth below, shall have the meanings given 
them in the NERC Rules of Procedure. 

(a) “Affiliate” means any companyentity controlling, controlled by or under 
common control with the entity under consideration, and includes any companyentity (i.e., any 
commercial enterprise) in any of the following relationships: (i) an companyentity that directly or 
indirectly owns or holds at least five percent of the voting securities of another companyentity, 
(ii) an companyentity in a chain of successive ownership of at least five percent of the voting 
securities of another companyentity, (iii) an companyentity which shares a common parent with 
or is under common influence or control with another companyentity or (iv) an companyentity 
that actually exercises substantial influence or control over the policies and actions of another 
companyentity. Evidence of influence or control shall include the possession, directly or 
indirectly, of the power to direct or cause the direction of the management and/or policies and 
procedures of another, whether that power is established through ownership or voting of at least 
five percent of the voting securities or by any other direct or indirect means. In cases where the 
level of control or influence is disputed, the Board shall have discretion to determine whether or 
not the entities are Affiliates of one another. Membership in Texas RE shall not create an 
affiliation with Texas RE. 

(b) “Board” means the Board of Directors of the Corporation. 

(c) “Bulk Power System” or “BPS” means facilities and control systems 
necessary for operating an interconnected electric energy transmission network (or any portion 
thereof) and facilities generating electric energy as needed to maintain transmission system 
reliability, but does not include facilities used in the local distribution of electricity. 

(d) “Commission” or “FERC” means the Federal Energy Regulatory 
Commission. 

(e)  “Delegated Authority” means the authority delegated by NERC to the 
Corporation to propose and enforce NERC Reliability Standards and perform other reliability-
related activities in the ERCOT Region under the Delegation Agreement executed by NERC 
and the Corporation and approved by FERC, pursuant to Section 215 of the Federal Power Act 
(16 U.S.C. §824n).  

(f) Delegation Agreement means the agreement between the Corporation 
and NERC and approved by the Commission which describes the Delegated Authority and may 
be amended from time to time.  

(g) “Electric Reliability Organization” or “ERO” means the organization that is 
certified by the Commission pursuant to Section 39.3 of its regulations, and has received 
recognition by appropriate regulatory authorities in Canada and Mexico, as applicable, to 
establish and enforce Reliability Standards for the Bulk Power Systems of the respective 
countries and that has entered into a delegation agreement with the Corporation pursuant to 
which the Electric Reliability Organization delegates enforcement authority for Reliability 
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Standards for the Bulk Power System in the ERCOT Region.  NERC was certified as the ERO 
on July 20, 2006. 

(h) “ERCOT Region” means the geographic area and associated 
transmission and distribution facilities that are not synchronously interconnected with electric 
utilities operating outside the jurisdiction of the Public Utility Commission of Texas.    

(i) “Independent Director” means a person who is not (a) an officer or 
employee of the Corporation; (b) a NERC Registered Entity or Member or an officer, director, or 
employee of a Member of the Corporation; or (c) an officer, director, or employee of any 
company or entity that would reasonably be perceived as having a direct financial interest in the 
outcome of Board decisions and who does not have a relationship that would interfere with the 
exercise of independent judgment in carrying out the responsibilities of a Director, as more 
specifically described in Article IV of these Bylaws. 

(j) “Member” means a member of the Corporation pursuant to Article II of 
these Bylaws. 

(k) “PUCT” means the Public Utility Commission of Texas. 

(l) “NERC” means North American Electric Reliability Corporation, the entity 
certified by FERC as the ERO on July 20, 2006.  

(m) “NERC Rules of Procedure” means the Rules of Procedure that are 
adopted by NERC and approved by the Commission. 

(n) “Regional Entity” means an entity with a Delegation Agreement with 
NERC, as ERO , including the following organizations, in addition to Texas Regional Entity: 
Florida Reliability Coordinating Council (FRCC), Midwest Reliability Organization (MRO), 
Northeast Power Coordinating Council (NPCC), ReliabilityFirst Corporation (RFC), 
Southeastern Electric Reliability Council (SERC), Southwest Power Pool (SPP), and Western 
Electricity Coordinating Council (WECC).  

(o) Regional Reliability Standard means a standard for the ERCOT Region 
that is proposed and approved in accordance with the Texas RE Standards Development 
Process, as set forth in Exhibit C to the Delegation Agreement, and either, (i) sets more 
stringent reliability requirements than a national Reliability Standard, or (ii) covers matters not 
covered by a national Reliability Standard. 

(o)(p) “Registered Entity” means an entity that is registered with NERC and 
listed on the NERC Compliance Registry (available at www.nerc.com).  

(p)(q) “Reliability Standard” means a requirement to provide for Reliable 
Operation of the Bulk-Power System,  which is approved by NERC and the Commission, 
pursuant to Section 215 of the Federal Power Act an all amendments thereto.  This term 
includes requirements for the operation of existing Bulk-Power System facilities, including 
cybersecurity protection, and the design of planned additions or modifications to such facilities 
to the extent necessary to provide for Reliable Operation of the Bulk-Power System.  

(q)(r) “Reliable Operation” means operating the elements of the Bulk Power 
System within equipment and electric system thermal, voltage, and stability limits so that 
instability, uncontrolled separation, or cascading failures of the Bulk Power System will not 
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occur as a result of a sudden disturbance, including a cybersecurity incident, or unanticipated 
failure of system elements. 

(r)(s) “Sector” means a group of Members of the Corporation that are Bulk 
Power System owners, operators, or users, as defined in Article III, Section 4 of these Bylaws. 
Each Sector shall constitute a class of Members for purposes of Chapter 22 (Nonprofit 
Corporations) of the Texas Business Organizations Code. 

  

ARTICLE II. 
PURPOSE 

Section 1. General Purpose.  The purpose of the Corporation is to 
preserve and enhance reliability in the ERCOT Region.  In furtherance of this goal, 
the Corporation will: 

(a) Perform Reliability Standards development, compliance monitoring, 
compliance enforcement, and other related activities  asactivities as a Regional Entity, pursuant 
to 16 U.S.C. §824n, in accordance with the Corporation’s Delegation Agreement with NERC; 

(b) Carry out other activities as set forth in the Delegation Agreement, the 
NERC Rules of Procedure, or as otherwise required or requested by NERC, in support of the 
Delegated Authority, including but not limited to organization registration and certification, 
reliability assessment and performance analysis, training and education, and situational 
awareness and infrastructure security; and 

(c) Perform non-statutory compliance monitoring and reporting of the ERCOT 
Protocols, as authorized by the Public Utility Commission of Texas and allowed by NERC and 
FERC; and 

(d)(c) Engage in any other lawful act or activity that is not in conflict with the 
Corporation’s duties as a Regional Entity and for which non-profit corporations may be 
organized under the Texas Non-Profit Corporations Act. 

Section 2. Non-Profit Corporation.  The Corporation is a Texas non-
profit corporation. 

Section 3. Geographic Area.  The Corporation will perform its 
operations primarily within the ERCOT Region.  The ERCOT Region includes 
200,000 square miles, 85% of Texas load, and 75% of Texas land area (does not 
include the Panhandle, El Paso area, and 2 areas of East Texas). The ERCOT 
Region includes the following Texas cities and towns: Dallas, Ft. Worth, Houston, 
San Antonio, Austin, Paris, Tyler, Nacogdoches, Lufkin, Bryan, College Station, 
Corpus Christi, Harlingen, Brownsville, Laredo, Brownwood, San Angelo, Abilene, 
Midland, Odessa, Fort Stockton, Monahans, Snyder, Vernon, Wichita Falls, 
Denton, Garland, Greenville, Waco, Temple, Killeen, Weatherford, and Graham, 
and does not interconnect synchronously across state lines to import or export 
power with neighboring reliability regions. 
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ARTICLE III. 
MEMBERSHIP 

Section 1. Members.  The Corporation is a membership corporation. 
Membership in the Corporation is voluntary and is open to any companyentity  that 
is a  user, owner or operator of the ERCOT Region Bulk Power System, registers 
with the Corporation as a Member, maintains its registration in accordance with this 
Article III, and complies with the other conditions and obligations of membership 
specified in these Bylaws.  All Members must qualify and be registered in one of 
the Sectors defined in Article III, Section 4.  Membership in the Corporation is not a 
condition to participating in the development or consideration of proposed Regional 
Standards.  

Section 2. Registration as a Member.  Any companyentity that is 
eligible to be a Member of the Corporation in accordance with Article III, Section A

Section 3. Obligations and Conditions of Membership.   

 
1 may become a Member by completing and submitting to the secretary of the 
Corporation a membership registration on a form prescribed by the Corporation. 
The Member shall designate one representative and an alternative representative 
with authority to receive notices, cast votes, and execute waivers and consents on 
behalf of the Member. The secretary of the Corporation shall maintain a current 
roster of the Members of the Corporation including each Member’s designated 
representative and alternative representative. From time to time, the Board shall 
establish a date by which Members shall submit their registration renewals. All 
Members shall be required to renew their registrations annually and within 30 
calendar days of a request by an officer of the Corporation, using a registration 
renewal form prescribed by the Corporation. The secretary of the Corporation shall 
remove from the roster of Members of the Corporation any Member that has not 
submitted a registration renewal within 30 days following a date established by the 
Corporation. The secretary shall inform any Member that is removed from the 
roster of Members of such removal, by sending notice to such former Member’s 
last known address on the records of the Corporation. 

(a) Members must agree to promote, support, and comply with Reliability 
Standards, comply with the ERCOT region market rules, and assist the Corporation in its 
compliance with the terms and provisions of the Corporation’s Delegation Agreement with 
NERC. Each Member shall agree, in writing, to accept the responsibility to comply with policies 
of NERC and the Corporation as set forth in their respective certificates of formation, bylaws, 
rules of procedure, and Reliability Standards, as applicable, as from time to time adopted, 
approved, or amended. 

(b) As an additional condition of membership in the Corporation, each 
Member shall be required to execute an agreement with the Corporation, in a form to be 
specified by the Corporation, that such companyentity will hold all Directors, officers, 
employees, and agents of the Corporation, as well as volunteers participating in good faith in 
the activities of the Corporation, harmless for any injury or damage caused by any act or 
omission of any director, officer, employee, agent, or volunteer in the course of performance of 
his or her duties on behalf of the Corporation, other than for willful acts of misconduct. 

(c) Consistent with applicable laws and regulations, Members must share 
nonproprietary information at the Corporation’s request as necessary for the furtherance of the 
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Corporation’s activities and consistent with NERC, PUCT, or any other applicable rules relating 
to confidentiality. 

Section 4. Membership Sectors.  Each Member shall elect to be 
assigned to one of the following membership Sectors: 

(a) System Coordination and Planning:  An companyentity that is 
registered with NERC as a Reliability Coordinator (RC), Balancing Authority (BA), Planning 
Authority (PA), Resource Planner (RP), Transmission Service Provider (TSP), or Interchange 
Authority (IA). 

(b) Transmission: An company entity that is registered with NERC as a 
Transmission Owner (TO), Transmission Planner (TP), Transmission Service Provider (TSP), 
and/or Transmission Operator (TOP).  

(c) DistributionCooperative or River Authority Utility: An entity that is (a) 
a corporation organized under Chapter 161 of the Texas Utilities Code or a predecessor statute 
to Chapter 161 and operating under that chapter; or (b) a corporation organized as an electric 
cooperative in a state other than Texas that has obtained a certificate of authority to conduct 
affairs in the State of Texas; or (c) a cooperative association organized under Tex. Rev. Civ. 
Stat. 1396-50.01 or a predecessor to that statute and operating under that statute; or (d) a River 
Authority as defined in Tex. Water Code §30.003.company  that is registered with NERC for at 
least one registered function.  as a Distribution Provider (DP) and is not registered as a TO and 
has no Affiliates that are registered as a TO.  

(d) Municipal Utility: aAn entity that owns or controls transmission or 
distribution facilities, owns or controls dispatchable generating facilities, or provides retail 
electric service and is a municipally owned utility as defined in PURA §11.003 and is registered 
with NERC for at least one registered function. 

(d)(e) Generation: An companyentity that is registered with NERC as a 
Generator Owner (GO) or Generator Operator (GOP).  

(e)(f) Load-Serving and Marketing:  An companyentity that is registered with 
NERC as a Load Serving Entity (LSE), a Purchasing-Selling Entity, or any newly defined NERC 
Function for demand response.  

(f) BPS Owner, Operator or User:  A company that is an owner, user, or 
operator of the ERCOT Region Bulk Power System but is not registered with NERC for any 
NERC Function and has no Affiliates that are Members. 

(g) Governmental/Regulatory: A representative of the Public Utility 
Commission of Texas. 

Section 5. Participation.   

(a) There is only one level of Membership, and no company or entity may 
simultaneously hold more than one Membership.   

(b) Members must qualify in and join a Sector.  If any companyentity does 
not qualify in any other Sector but is an owner, user, or operator of the ERCOT Region Bulk 
Power System, it may belong to the BPS Owner, Operator or User Sector.  
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(c) A Member that is eligible for more than one Sector may join only one 
Sector and it must be the most appropriate Sector for its business.  Any disputes regarding 
appropriateness of a Member’s Sector will be decided by a majority vote by the Board.  

(d) A company or entity that is an Affiliate of a Member may hold a separate 
membership in a different Sector (except for the BPS Owner Operator, User Sector), so long as 
the legal entities have different NERC Compliance Registry Numbers under which they are 
currently registered for the applicable NERC Function.   

(e) A Member must continue to vote in the same Sector for a minimum of one 
year or until it is no longer eligible to remain in such Sector, and it must give notice to the 
Corporate secretary when it elects or is required to change Sectors. 

(f) The Board may review the Sector qualification of any Member and may 
determine that a Member does not qualify for, and require them to change Sectors. 

(g) A Member who is no longer eligible or not in good standing may not vote 
on any matters that require membership. 

Section 6. Membership Fees.  Members must pay an annual 
Membership Fee of $250, to offset the expenses of membership qualification, 
coordination, and meetings, unless the Board waives the fee for any Member for 
good cause shown.  The Board may agree to change the amount or frequency of 
the Membership Fee, from time to time, by majority vote.  

Section 7. Term of Membership.  Membership in the Corporation 
must be renewed on an annual basis and will only be retained as long as a 
Member meets its respective qualifications, obligations, and conditions of 
membership as set forth in these Bylaws. Membership is conditioned on the annual 
payment of Membership Fees, unless the Membership Fees are waived by the 
Board for good cause shown, as determined in the Board’s sole discretion.  

Section 8. Removal.  No Member or Member representative may be 
sanctioned, expelled or suspended and no membership in the Corporation may be 
terminated or suspended except pursuant to a procedure that is fair and 
reasonable and is carried out in good faith. The Board may, by resolution, establish 
a procedure to terminate, expel, suspend, or sanction a Member following notice to 
the Member and exercise of appropriate due process procedures and a 
determination by the Board in its sole discretion that in its judgment the Member 
has violated its obligations and responsibilities to the Corporation.  In the event that 
the Board does not adopt procedures, the following procedures shall apply: 

(a) Written notice

(b) 

. Written notice of intent to terminate, expel, suspend or 
sanction a Member shall be delivered at least twenty (20) days in advance of the date when a 
hearing will be held to determine whether the Member shall be expelled, suspended, terminated 
or sanctioned. Such notice shall set forth the reasons therefore. Said notice must be given by 
facsimile (receipt confirmed), e-mail (receipt confirmed) or first class or certified mail sent to the 
last address of the Member to be expelled, suspended, terminated or sanctioned, as shown in 
the Corporation’s records. 

Hearing. An opportunity shall be provided for the Member receiving such 
notice to be heard by the Board at the hearing, orally and in writing. The Member shall be 
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entitled to have counsel present, and to participate in the hearing, at its own expense, and to 
present and cross-examine any witnesses.  

(c) Liability

(d) 

. A Member which has been sanctioned, expelled, terminated or 
suspended shall remain liable to the Corporation for fees as a result of obligations incurred or 
commitments made prior to sanction, expulsion, termination or suspension. 

Challenges

Section 9. Resignation.  Any other provision of these Bylaws 
notwithstanding, any Member may withdraw from participation in the activities of 
the Corporation at any time upon written notice to the chief executive officer or 
president, whereupon it shall cease to be a Member, and its representatives shall 
cease to be entitled or obligated to participate in the activities of the Board or any 
activities requiring membership.  

. Any proceeding challenging an expulsion, suspension, 
sanction or termination, including a proceeding in which defective notice is alleged, may be 
submitted to the Board in writing within one year after the effective date of the expulsion, 
suspension, sanction or termination. If the Board determines to hear such challenge, it shall 
notify the Member and such proceeding will be subject to the hearing requirements described in 
subsection (b) above of this Section 8. 

Section 10. Reinstatement.  A former Member may submit a written 
request for reinstatement of Membership. The Board will reinstate the Membership 
unless the companyentity does not meet the Membership qualifications set forth in 
these Bylaws. 

ARTICLE IV. 
BOARD OF DIRECTORS 

Section 1. Board of Directors.  The business and affairs of the 
Corporation shall be managed by the Board. The Board shall consist of (i) five four 
(4) Independent Directors who are nominated and elected in accordance with the 
requirements and procedures specified in this Article IV (the “Independent 
Directors”); (ii) the Chairman of the PUCT or another PUCT Commissioner 
designated by the Chairman, as an ex officio non-voting member; (iii) Texas Public 
Counsel, from the Office of Public Utility Counsel, as an ex officio non-voting 
member, representing the interests of residential and small commercial electricity 
consumers; and (iv) the CEO of the Corporation as an ex officio non-voting 
member; (v) the chair of the Member Representatives Committee as a voting 
member; and (vi) the vice chair of the Member Representatives Committee as a 
voting member. The Directors who are the chair and vice chair of the Member 
Representatives Committee will be referred to herein as “Affiliated Directors.”  
Each Director and Affiliated Director, excluding the non-voting members of the 
Board, shall have one (1) vote on any matter brought before the Board for a vote. 
All Directors are expected to serve the public interest and to represent the reliability 
concerns of the entire ERCOT Region Bulk Power System. 

Section 2. Independent Directors.  The Independent Directors shall 
be elected, shall have the qualifications specified, and shall serve in the manner 
provided in this Section. 

(a) Qualifications
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(1) Experience in one or more of these fields: senior corporate 
leadership; professional disciplines of finance, accounting, engineering, bulk power 
systems, or law; regulation of utilities; and/or risk management.  

(2) Independence of any NERC registered entity, ERCOT ISO, or and 
any ERCOT Region Market Participant.  Requirements of independence include but are 
not limited to the following:    

(i) Independent Directors and the immediate family (any 
spouse, mother, father, sibling, or dependent, and any spouse of mother, father, 
or sibling and including any step and adoptive parents, siblings or children) and 
household members of Independent Directors and their spouses shall not have 
current or recent status (within the last two years) as a director, officer or 
employee of an ERCOT Region NERC Registered Entity or ERCOT Region 
Market Participant. 

(ii) Independent Directors and immediate family and 
household members of Independent Directors shall not have current or recent 
status (within the last six months) as a director, officer or employee of a non-
ERCOT Region NERC Registered Entity. 

(iii) Independent Directors and immediate family and 
household members of Independent Directors shall not have direct business 
relationships, other than retail customer relationships, with any NERC Registered 
Entity or Market Participant. 

(iv) To the extent that an Independent Director or his or her 
spouse, dependent child, or any other household member owns stocks or bonds 
of NERC Registered Entities or Market Participants, these must be divested or 
placed in a blind trust prior to being seated on the Board. 

(v) Independent Directors shall not have any relationship that 
would interfere with the exercise of independent judgment in carrying out the 
responsibilities of a Board member, including the Delegated Authority. 

(vi) Other criteria as approved by the Board. 

(b) Term

(c) 

.  Except for the initial Initial and originally elected Directors, the term 
for Independent Directors shall be staggered three year terms. An Independent Director may be 
elected for up to three consecutive terms.  Notwithstanding the foregoing, the initial Initial 
Directors, who are the Directors seated for formation of the Corporation, will serve only until the 
first membership meeting of the Corporation, which term shall not exceed six (6) months.  If an 
initial Initial Director is qualified to be an Independent Director and elected by the membership, 
such Director’s initial term shall not be counted for purposes of that term limits.  For the 
originally elected Directors, two positions will have three year terms, and two positions will have 
two year terms and one position will have a one year term.  The term for the Affiliated Directors 
who are chair and vice chair of the Member Representatives Committee shall be one year, and 
the terms of the ex officio Directors will not expire. 

Selection.   
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(1) Except as described below for the selection of the Independent 
Directors to serve as Initial Directors, tThe Board shall appoint, on an annual basis, or 
more frequently if needed in the event of a special election pursuant to this subsection, a 
nominating committee (the “Nominating Committee”) to recommend candidates (i) to 
succeed the Independent Directors whose terms expire during the current year and (ii) to 
serve the remainder of the term of any Independent Director who ceased to serve as a 
Director subsequent to the last annual election of Directors. The Nominating Committee 
shall consist of the all Management Directors, the ex officio Directors, and those 
Independent Directors whose terms do not expire during the current year and such 
number of other persons with such qualifications as the Board shall specify, provided 
that the Independent Directors plus the Management Director shall constitute a majority 
of the voting members of the Nominating Committee.  For the selection of Independent 
Directors to be seated as iInitial Directors, the Nominating Committee shall consist of the 
Management Director, the ex officio Directors, two Unaffiliated Directors from the 
ERCOT Board of Directors, and two registered entity representatives who are as 
selected by the ERCOT Board of Directors. 

(2) The Nominating Committee will may retain an executive search 
firm to locate and present candidates with the required qualifications, as set forth in 
Article IV, Section 2(a).  

(3) The Nominating Committee shall interview the qualified 
candidates and select and nominate, by at least a two-thirds majority, qualified 
candidate(s) consistent with the objectives that the Board as an entirety shall reflects 
expertise in the areas of technical electric operations and reliability, legal, senior 
corporate leadership, financial, risk management, and regulatory matters, and familiarity 
with regional system operation issues in the ERCOT Region to present to the 
Membership for its approval.  For the selection of the Independent Directors to serve as 
Initial Directors, the Nominating Committee will, following the interview process, select 
the Independent Directors that will serve as the initial Directors. 

(4) Except for the selection of Independent Directors to serve as the 
Initial Directors, tThe Membership shall vote by Sector as described in Article V in favor 
or against the proposed Independent Director(s).  A proposed Independent Director that 
who is approved by a majority of the Sectors shall become an Independent Director.  

(d) Director Voting Weights

(e) 

. All voting Directors shall have a single vote 
each. 

Alternates and Proxies

Section 3. Appointment of Management Director.  The president 
and chief executive officer (CEO) of the Corporation shall serve as the 
Management Director of the Corporation, effective as of the date of his or her 
appointment by the Board as CEO of the Corporation in accordance with these 
Bylaws, to serve until such time that he or she ceases to hold the position of CEO. 

. Independent Directors may designate another 
Independent Director as a proxy if unable to attend a Board meeting. Ex officio Directors may 
designate a selected proxy or an alternate representative who may attend meetings in the 
absence of such Director. The chair and vice chair of the Member Representatives Committee 
may designate each other or may designate an Independent Director as their proxy if unable to 
attend a Board meeting. 
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No action of the Members of the Corporation shall be required in connection with 
the appointment of the CEO as the Management Director of the Corporation. 

Section 4. Chair and Vice Chair. Annually, the Board shall elect from 
the Board’s membership, by resolution of the Board, a Chair and a Vice Chair. The 
Chair and Vice Chair shall each be one of the Independent Directors.  

Section 5. Vacancies and Removal.  Should any vacancy on the 
Board arise from the death, resignation, retirement, disqualification, or removal 
from office of any Director, or from any other cause, such vacancy shall be filled by 
electing a Director at the next annual election of Directors to fill the remainder, if 
any, of the term of the departed Director. Provided, that the Board by resolution 
may in its discretion call a special election to fill any such vacancy for the 
remainder, if any, of the term of the departed Director. A Director may be removed 
with or without cause at any time by whomever had the right to appoint such 
Director (for ex officio Directors), or for the elected Independent Directors, by an 
affirmative vote of sixty percent (60%) of the Members. In addition, the Board may 
remove a Director for cause, upon at least seventy-five percent (75%) affirmative 
votes of the eligible, remaining voting Directors. The right to elect Directors may 
not be assigned, sold, pledged or transferred in any manner. 

Section 6. Committees of the Board. The Board shall by resolution 
create and appoint all committees of the Board as the Board deems necessary to 
perform its responsibilities. All committees of the Board shall have such duties as 
are prescribed and delegated by the Board. Committees to which any of the 
authority of the Board to manage the Corporation is delegated must have at least 
two members, and a majority of the members of the committee must be Directors. 

ARTICLE V. 
MEETINGS OF MEMBERS OF THE CORPORATION 

Section 1. Annual and Other Meetings of Members.   

(a) An annual meeting of the Members for the election of Directors and to 
conduct such other business as may come before the meeting shall be held on or about 
December 1 of each year or as soon thereafter as is reasonably practicable.  

(b) Meetings of Members of the Corporation may be called for any purpose 
or purposes by resolution of the Board, by the chair of the Board, the CEO or the secretary of 
the Corporation, or by a number of Members constituting at least ten (10) percent of all 
Members on the roster of Members maintained by the secretary of the Corporation, which 
number shall include Members in at least three of the Sectors. Meetings of Members shall be 
held at the principal office of the Corporation or at such other place fixed by the Board as shall 
be specified in the notice of meeting. Meetings shall be called upon written notice of the time, 
date, place, and purposes of the meeting given to all Members on the roster of Members 
maintained by the secretary of the Corporation not less than ten (10) nor more than sixty (60) 
days prior to the date of the meeting.  Only Members in good standing with the Corporation, as 
determined by the Board, have the right to vote at any meeting of the Members.  Further, if at 
any point a Member no longer meets the qualifications for the Sector of which it is a member, 
the Entity may immediately elect to become a member in any Sector for which it does qualify. 
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Section 2. Quorum and Voting Requirements for Meetings of 
Members. At any meeting of the Members of the Corporation, attendance in 
person or by proxy by a majority of the Members in each of at least two-thirds of 
the Sectors on the roster of Members maintained by the secretary of the 
Corporation shall constitute a quorum.  

(a) Members shall vote by Sector and each Sector shall have one vote. 

(b) Except as otherwise expressly provided in the Corporation’s Certificate of 
Formation, these Bylaws or applicable law, actions by the Members of the Corporation shall be 
approved upon receipt of the affirmative vote of a majority of the members at a meeting of the 
MemberSectors of the Corporation at a meeting at which a quorum is present, in person or by 
proxy.  Each Sector’s vote shall be determined by the affirmative vote of a majority of the 
members of the Sector voting at the meeting.   

Section 3. Waivers of Notice of Meetings of Members and 
Member Meeting Adjournments. Notice of a meeting of Members need not be 
given to any Member who signs a waiver of notice, in person or by proxy, whether 
before or after the meeting. The attendance of any Member at a meeting, in person 
or by proxy, without protesting prior to the conclusion of the meeting the lack of 
proper notice of such meeting, shall constitute a waiver of notice of the meeting by 
such Member. When any meeting of Members is adjourned to another time or 
place, it shall not be necessary to give notice of the adjourned meeting if the time 
and place to which the meeting is adjourned are announced at the meeting at 
which the adjournment is taken, and if at the adjourned meeting only such 
business is transacted as might have been transacted at the original meeting. 

Section 4. Action Without a Meeting of Members.  Any action, 
required or permitted to be taken at a meeting of Members, may be taken without a 
meeting if the proposed action is posted to all mMembers (via email to an email 
distribution list to which Members may subscribe and by posting on the Corporation 
website) and consented to in writing by the minimum number of Members that 
would be required to approve the action at a meeting of the Members at which all 
Members were present.  The voting in such a circumstance shall be performed in 
writing, including via email or other electronic means. The Members shall receive 
written notice of the results within ten (10) days of the action vote, and all written 
responses of the Members shall be filed with the Corporate records.  The results of 
such voting will be posted on the Corporation’s website. 

Section 5. Meetings of the Members to be Open.  Notice to the 
public of the dates, places, and times of meetings of the Members, and all non-
confidential material provided to the Members, shall be posted on the Corporation’s 
website at approximately the same time that notice is given to the Members. 
Meetings of the Members shall be open to the public, subject to reasonable 
limitations due to the availability and size of meeting facilities; provided, that the 
meeting may be held in or adjourned to closed session to discuss matters of a 
confidential nature, including but not limited to compliance and enforcement 
matters, personnel matters, litigation, or commercially sensitive or critical 
infrastructure information of the Corporation or any other entity.  The results of any 
action taken without a meeting, as described above, will be posted on the 
Corporation’s website. 
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ARTICLE VI. 
MEETINGS OF THE BOARD OF DIRECTORS 

Section 1. Regular Meetings of the Board.  Regular meetings of the 
Board shall be held at least quarterly.  By resolution adopted at any meeting of the 
Board, the Board may provide for additional regular meetings that may be held as 
needed. 

Section 2. Special Meetings of the Board. Special meetings of the 
Board for any purpose or purposes may be called at any time by the chair or by 
any two Directors. Such meetings may be held upon notice given to all Directors 
not less than three (3) days prior to the date of the meeting. Such notice shall 
specify the time, date, place, and purpose or purposes of the meeting and may be 
given by telephone, email or other electronic media, or by express delivery. 

Section 3. Quorum and Voting Requirements for Meetings of the 
Board. Unless otherwise expressly provided in the Corporation’s Certificate of 
Formation, these Bylaws or applicable law, (i) the quorum necessary for the 
transaction of business at meetings of the Board shall be a majority of the Directors 
in person or by proxy and at least three Independent Directors, and (ii) actions by 
the Board shall be approved upon receipt of the affirmative vote of a majority of the 
Directors present and voting in person or by proxy at a meeting at which a quorum 
is present. 

Section 4. Meetings of the Board to be Open. Notice to the public of 
the dates, places, and times of meetings of the Board, and all non-confidential 
material provided to the Board, shall be posted on the Corporation’s website at 
approximately the same time that notice or such material is given to the Directors. 
Meetings of the Board shall be open to the public, subject to reasonable limitations 
due to the availability and size of meeting facilities; provided, that the Board may 
meet in or adjourn to closed session to discuss matters of a confidential nature, 
including but not limited to compliance and enforcement matters, personnel 
matters, litigation, or commercially sensitive or critical infrastructure information of 
the Corporation or any other entity. Any or all of the Directors or members of a 
Board committee, may participate in a meeting of the Board, or a meeting of a 
committee, in person or by proxy, by means of any communications system by 
which all persons participating in the meeting are able to hear each other. 

Section 5. Waivers of Notice of Board Meetings and Board 
Meeting Adjournments.  Notice of a board meeting need not be given to any 
Director who signs or sends email confirming a waiver of notice, in person or by 
proxy, whether before or after the meeting, or who attends the meeting without 
protesting, prior to the conclusion of the meeting, the lack of notice of such 
meeting. Notice of an adjourned board meeting need not be given if the time and 
place to which the meeting is adjourned are announced at the meeting at which the 
adjournment is taken and if the period of adjournment does not exceed ten (10) 
days. 

Section 6. Action Without a Meeting.  Any action required or 
permitted to be taken at a meeting of the Board, or of any committee thereof, may 
be taken by the Board or by the committee without a meeting if the action is 
consented to in writing by the number of Directors or Members members of the 
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committee, as the case may be, entitled to vote on the action that would be 
required to approve the action at a meeting of the Board or committee with all 
Members members of the Board or committee present. The call for action without a 
meeting of the Board may be initiated by the chair or by any two Directors. Notice 
of the proposed call for action without a meeting, and all non-confidential material 
provided to the Board in connection with the call for action without a meeting, shall 
be posted on the Corporation’s website and sent via email to an email distribution 
list to which Corporate Members and the public may subscribe at approximately 
the same time notice of the call for action without a meeting or such material is 
provided to the Board. The call for action without a meeting of a committee of the 
Board may be initiated by the chair of the committee or by any two Members 
members of the committee. The Directors or Members members of the committee 
shall receive written notice of the results of such action within seven (7) days of the 
action vote. All written responses of the Directors shall be filed with the minutes of 
the Corporation, and all written responses of Members members of a committee 
shall be filed with the minutes of such committee. 

ARTICLE VII. 
OFFICERS 

Section 1. Selection of Officers. At a regular meeting held in 
accordance with Article V, Section 1 of these Bylaws, the Board shall elect a CEO 
and shall approve a corporate secretary  and such other officers of the Corporation 
(collectively, the “Officers”) as it shall deem necessary. The CEO shall be 
nominated and elected by the Board.  All of the other Officers shall be selected by 
the CEO and approved by the Board, and the removal of all Officers shall be 
removed confirmed by the Board.  The Management Director shall not participate 
in votes electing, approving, or removing Officers. The duties and authority of the 
Officers shall be determined from time to time by the Board. Subject to any such 
determination, the Officers shall have the following duties and authority: 

Section 2. Chief Executive Officer.  The CEO shall be the chief 
executive officer of the Corporation. He or she shall be responsible for the day-to-
day ongoing activities of the Corporation and shall have such other duties as may 
be delegated or assigned to him or her by the chair. The CEO may enter into and 
execute in the name of the Corporation contracts or other instruments not in the 
regular course of business that are authorized, either generally or specifically, by 
the Board. 

Section 3. Corporate Secretary.  The secretary shall maintain the 
roster of Members of the Corporation, shall cause notices of all meetings to be 
served as prescribed in these Bylaws, shall keep or cause to be kept the minutes 
of all meetings of the Members and the Board, and shall have charge of the seal of 
the Corporation. The secretary shall perform such other duties and possess such 
other powers as are incident to his or her office or as shall be assigned to him or 
her by the CEO 

Section 4. Chief Financial Officer.  If hired and approved, a chief 
financial officer shall have custody of the funds and securities of the Corporation, 
shall keep or cause to be kept regular books of account for the Corporation and 
shall have the duties normally assigned to a treasurer of a corporation. The chief 
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financial officer shall perform such other duties and possess such other powers as 
are incident to his or her office or as shall be assigned to him or her by the CEO. 

ARTICLE VIII. 
RELIABILITY STANDARDS DEVELOPMENT COMMITTEE 

Section 1. Requirement.  The Corporation shall have a Reliability 
Standards Development Committee, which shall operate in accordance with the 
Standards Development Process as set forth in Exhibit C to the Delegation 
Agreement with NERC and approved by FERC.  The chair and vice chair of the 
Standards Development Committee must be accepted or approved by the Board, 
in accordance with said Exhibit C. 

ARTICLE IX. 
MEMBER REPRESENTATIVES COMMITTEE 

Section 1. Purpose of Member Representatives Committee.  The 
Corporation shall have a Member Representatives Committee that shall provide 
advice and recommendations to the Board with respect to annual budgets, 
business plans and funding mechanisms of the Corporation; other matters relevant 
to reliability of the ERCOT Bulk Power System; and other matters pertinent to the 
purpose and operations of the Corporation.  The Member Representatives 
Committee shall provide its advice and recommendation to the Board through its 
chair and the vice chair, who also serve as the Affiliated Directors on the Board. 
The Members Representatives Committee may create subcommittees, task forces, 
or working groups (“subcommittees”) as it deems appropriate to study or discuss 
selected technical or compliance matters to make recommendations to the board 
as requested or required by the Board or as deemed appropriate to its purpose by 
the Members Representatives Committee.  Because it is elected by the Members 
of the Corporation and not appointed by the Board, the Member Representatives 
Committee shall not be a standing committee of the Board of Directors of the 
Corporation, but is authorized to provide advice and recommendations directly to 
the Board, through its elected chair and vice chair.   

Section 2. Composition of the Member Representatives 
Committee.  The Member Representatives Committee shall consist of two 
representatives from each Sector to serve annually and will annually select a chair 
and vice chair for the Member Representatives Committee. The representatives of 
each Sector shall be officers, employees, or directors of Members in that Sector; 
provided however, except for a Sector that has only one Member, only one officer, 
employee, or director of a Member in a Sector may be a representative from that 
Sector. No member of the Board shall be a member of the Member 
Representatives Committee. The Board may by resolution create additional non-
voting positions on the Member Representatives Committee on its own initiative or 
at the written request of any group of Members of the Corporation that believes its 
interests are not adequately represented on the Member Representatives 
Committee.  There shall be no limit on the number of terms that an officer, 
employee, or director of a Member, may serve on the Member Representatives 
Committee. 

Section 3. Election of Representatives of the Member 
Representatives Committee. Unless a Sector adopts an alternative election 
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procedure, the annual election of representatives from each Sector to the Member 
Representatives Committee, and any election to fill a vacancy, shall be conducted 
in accordance with the following process, which shall be administered by the 
officers of the Corporation.  

(a) During the period beginning no more than ninety (90) days and ending no 
less than fifteen (15) days prior to an annual meeting, or beginning no more than forty-five (45) 
days and ending no less than fifteen (15) days prior to a special meeting called in whole or in 
part to hold an election to fill a vacancy, nominations may be submitted for candidates for 
election to the Member Representatives Committee. A nominee for election as a Sector 
representative must be an officer, employee, or director of a Member in that Sector. No more 
than one nominee who is an officer, employee, or director of a Member may stand for election in 
any single Sector; if more than one officer, employee, or director of a Member is nominated for 
election from a Sector, the Member shall designate which such nominee shall stand for election. 
The election of representatives shall be conducted over a period of ten (10) days using an 
electronic process approved by the secretary of the Corporation.  

(b) Each Member in a Sector shall have one vote for each Representative to 
be elected from the Sector in that election and may cast no more than one vote for any 
nominee. The nominee receiving the highest number of votes in each Sector shall be elected to 
one Representative position to be filled from that Sector and the nominee receiving the second 
highest number of votes shall be elected as the second Representative position for that Sector. 
To be elected on the first ballot, a nominee must receive a number of votes equal to a simple 
majority of the Members in the Sector casting votes in the election. If no nominee in a Sector 
receives a simple majority of votes cast in the first ballot, a second ballot shall be conducted 
which shall be limited to the number of candidates receiving the three (3) highest vote totals on 
the first ballot.  The nominees receiving the two highest totals of votes on the second ballot shall 
be elected to the Representative positions for the Sector. 

(c) A Sector may adopt an alternative procedure to the foregoing to nominate 
and elect its Representatives to the Member Representatives Committee if (i) the alternative 
procedure is consistent in principle with the procedures specified in the preceding paragraph of 
this Section, and (ii) the alternative procedure is approved by vote of at least two-thirds of the 
Members in the Sector, provided, however that any alternative procedure may be reviewed and 
disapproved by the Board. 

(c)(d) A Sector may elect an Alternate to serve in place and at the convenience 
of the Sector’s Member Representatives Committee Representative(s) in the event a Member 
Representatives Committee Representative cannot attend a Member Representatives 
Committee meeting. 

Section 4. Chair and Vice Chair of the Member Representatives 
Committee.  After the annual selection of its Representatives, the Member 
Representatives Committee shall select a chair and vice chair from among its 
voting Representatives by majority vote to serve during the upcoming year and be 
the Affiliated Directors on the Board.  The selected chair and vice chair may not be 
representatives of the same Sector or NERC function and may not concurrently 
serve on the Board of ERCOT ISO or any other registered entity in the ERCOT 
Region.  The Board shall be notified of the selection of the chair and vice chair, but 
the selection will not be subject to approval of the Board. The chair is responsible 
for ensuring that minutes of the meetings are properly maintained and made 
available to the public, but the chair may delegate this responsibility to the vice 
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chair or to another Representative of the Member Representatives Committee who 
is designated as secretary of the Member Representatives Committee. 

Section 5. Vacancies on the Member Representatives Committee.  
In the event that any Representative of the Member Representatives Committee 
ceases to serve as a Representative of the Member Representatives Committee 
as a result of his or her death, resignation, retirement, disqualification, or removal 
or other cause, the Members in the Sector of which such Representative was a 
representative shall elect, as soon thereafter as reasonably practicable, and in 
accordance with the procedures in this Article IX, a new Representative to replace 
the Representative of the Member Representatives Committee who ceased to 
serve.  For those Sectors that have elected an Alternate, the Alternate will fill a 
vacancy left by the Sector’s Member Representative and a new Alternate will be 
elected by the Sector. 

Section 6. Meetings of the Member Representatives Committee. 
The Member Representatives Committee will annually plan and hold quarterly 
meetings, at a time and place determined by the Member Representatives 
Committee and posted on the Corporation’s website.  Except for closed session 
meetings specifically allowed by this Section, all meetings shall be open to the 
public.  The Members Representatives Committee shall adopt such procedural 
rules as are needed to operate in accordance with its purpose and will include 
procedures for coordinating with employees of the Corporation who provide 
administrative support, as set forth in subsection 6(c), below.  

(a) Notice to the public of the dates, places, and times of meetings of the 
Member Representatives Committee and any subcommittees thereof, and all non-confidential 
material provided to the Member Representatives Committee or any subcommittees thereof, 
shall be posted on the Corporation’s website at approximately the same time that notice or such 
material is given to the Member Representatives Committee, which will normally be at least one 
week prior to any meeting. Meetings of the Member Representatives Committee shall be open 
to the public, subject to reasonable limitations due to the availability and size of meeting 
facilities; provided, that the Member Representatives Committee may meet in or adjourn to 
closed session to discuss matters of a confidential nature, including but not limited to 
confidential planning information, critical infrastructure information, or commercially sensitive 
information of the corporation or any other entity. Any or all Representatives of, and any other 
participants in, the Member Representatives Committee may participate in a meeting of the 
Member Representatives Committee by means of a communications system by which all 
persons participating in the meeting are able to hear each other. 

(b) Special meetings may be called for any purpose or purposes by the chair 
of the Member Representatives Committee or by any three (3) Representatives of the Member 
Representatives Committee, which number shall include representatives from at least three 
Sectors, and require notice given to all Representatives of the Member Representatives 
Committee not less than seven (7) days prior to the date of the meeting. Such notice shall 
specify the time, date, place, and purpose or purposes of the meeting and may be given by 
telephone, facsimile, or other electronic media, or by express delivery. 

(c) The Member Representatives Committee shall effectively coordinate with 
the employees of the Corporation and adopt procedural rules for the voting for Representatives, 
scheduling of meetings, and public posting of required meeting information and minutes. The 
chair or vice chair of the Member Representatives Committee shall provide all meeting 
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agendas, material, minutes and other information required or desired to be posted on the 
Corporation’s website to appropriate Corporation employees at least one business day prior to 
the time such information should be posted.   

Section 7. Waivers of Notice of Meetings of the Member 
Representative Committee and Meeting Adjournments. Notice of a meeting of 
the Member Representatives Committee need not be given to any member of the 
Member Representatives Committee who signs a waiver of notice, in person or by 
proxy, whether before or after the meeting, or who attends the meeting without 
protesting, prior to the conclusion of the meeting, the lack of notice of such 
meeting. Notice of an adjourned meeting of the Member Representatives 
Committee need not be given if the time and place to which the meeting is 
adjourned are announced at the meeting at which the adjournment is taken and if 
the period of adjournment does not exceed ten (10) days. 

Section 8. Quorums and Voting for Meetings of the Member 
Representatives Committee.  The quorum necessary for the transaction of 
business at meetings of the Member Representatives Committee shall be two-
thirds of the voting members of the Member Representatives Committee attending 
the meeting in person or by proxy.  A member of the Member Representatives 
Committee may give a proxy only to a person who is an officer, employee, or 
director of a Member, registered in the same Sector. Each voting member of the 
Member Representatives Committee shall have one (1) vote on any matter coming 
before the Member Representatives Committee that requires a vote. Except as 
otherwise expressly provided in the Corporation’s Certificate of Formation, these 
Bylaws or applicable law, actions by members of the Member Representatives 
Committee shall be approved upon receipt of the affirmative vote of a majority of 
the voting members of the Member Representatives Committee present and voting 
at any meeting at which a quorum is present. 

  

Section 8.Section 9. Alternates and Proxies. Member Representatives 
may designate another Member Representative or the Sector Alternate as a proxy 
if unable to attend a Members Representative Committee meeting,  

Section 9.Section 10. Other Procedures of the Member 
Representatives Committee.  The chair of the Board, shall preside at the initial 
meeting of the Member Representatives Committee, until a chair is selected in 
accordance with Article IX, Section 4. Except as to any matter as to which the 
procedure to be followed by the Member Representatives Committee is expressly 
set forth in these Bylaws, the Member Representatives Committee may adopt such 
additional procedures, not inconsistent with these Bylaws, as it deems appropriate, 
subject to review and disapproval by the Board. 

ARTICLE X. 
OTHER COMMITTEES AND SUBCOMMITTEES 

Section 1. Committees of the Corporation.  In addition to those 
committees specified by these Bylaws, to which the Board shall appoint members 
in accordance with the requirements of these Bylaws, the Board may by resolution 
create standing committees of the Corporation; and may in addition by resolution 
appoint such committees, subcommittees, task forces and Sector-specific forums 
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as the Board deems necessary or desirable to carry out the purposes of the 
Corporation. The Board shall appoint standing committees and other committees of 
the Corporation that are representative of Members, other interested parties, and 
the public, that provide for balanced decision-making and that include persons with 
outstanding technical knowledge and experience. All committees, subcommittees, 
task forces and Sector-specific forums shall have such scope and duties, not 
inconsistent with law, as are specified in these Bylaws and the Rules of Procedure 
of the Corporation or otherwise determined by the Board. 

ARTICLE XI. 
BUDGETS AND FUNDING 

Section 1. Compensation of the Board and Member 
Representatives Committee.  The Board shall have the right to fix from time to 
time, by resolution adopted by a majority of the Directors and a majority of the 
Independent Directors then serving as Directors, the amount of the annual retainer 
fee or other compensation to be paid to the Independent Directors for their services 
to the Corporation, including any fees to be paid for each meeting of the Board or 
any Board committee attended by an Independent Director. The Board will 
evaluate the fee or other compensation at least every three years, to ensure that 
Director compensation is appropriate.  No compensation shall be paid to any 
Management Director, Affiliated Director, or any ex officio Director for his or her 
services on the Board, other than the compensation paid to the Management 
Director for services as CEO of the Corporation. No compensation shall be paid by 
the Corporation to any member of the Member Representatives Committee for 
their his or her services on the Member Representatives Committee.  Independent 
Directors shall be entitled to be reimbursed their reasonable out-of-pocket 
expenditures for attending meetings and conducting the business of the 
Corporation. 

Section 2. Preparation and Adoption of Annual Budget, Business 
Plan, and Funding Mechanism.  The Board shall require the CEO to prepare for 
Board approval an annual business plan and budget for the administrative and 
other expenses of the Corporation, including the expenditures for the fiscal year for 
any material special projects undertaken by the Corporation and reasonable and 
proper reserves and provisions for contingencies, in accordance with all NERC and 
Commission requirements. If the Corporation might or will be performing Non-
statutory activities in the budget year, the Board will require that such Non-statutory 
activities be budgeted for separately from the activities performed pursuant to the 
Delegation Agreement.  The Board shall further require that a funding mechanism 
be in place for such Non-statutory activities (pursuant to Article XI, Section 3), prior 
to the approval of any Non-statutory activities.  The annual business plan, budget 
and funding mechanism of the Corporation shall be for a fiscal year commencing 
on January 1 and ending on December 31. Each annual business plan, budget, 
and funding mechanism shall be approved by the Board at a regular meeting or a 
special meeting of the Board duly called for that purpose. The Board shall use 
reasonable efforts to approve each annual business plan, budget, and funding 
mechanism at a time that allows for timely submittal of the approved annual 
business plan, budget, and funding mechanism to the applicable regulatory 
authorities. 
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Section 3. Criteria for Non-Statutory Funding Mechanisms.  For 
any authorized Non-statutory activities, the Board must approve a funding 
mechanism, which is authorized and approved by the PUCT, which funding 
mechanism shall recover, over the course of the fiscal year, the revenue required 
to fund the fiscal year Non-statutory activities  

Section 4.Section 3. Comments During Preparation of Annual 
Business Plan and Budget.  In preparing the annual business plan and budget, 
the Board shall require that the CEO post a draft business plan and budget for 
review and comment by the Members of the Corporation and the Member 
Representatives Committee and the standing committees of the Corporation for at 
least ten (10) days prior to the date of the meeting of the Board at which the annual 
business plan and budget is to be adopted. 

Section 5.Section 4. Modified or Supplemental Budgets.  During the 
course of a fiscal year, the Board may modify any approved budget or develop and 
approve a supplemental budget if determined by the Board to be necessary due to 
such factors as a shortfall in revenues of the Corporation from projected levels, 
incurred or anticipated expenditures, duties, or new projects not provided for in the 
annual budget, or such other factors as in the judgment of the Board warrant 
modification of the budget for the fiscal year or development of a supplemental 
budget. In preparing a modified or supplemental budget, the Board shall follow the 
provisions of this Article XI, Section 4 to the extent practicable in the judgment of 
the Board in light of the urgency of the circumstances necessitating preparation 
and approval of the modified or supplemental budget. Each modified or 
supplemental budget shall be approved by the Board at a regular meeting or a 
special meeting of the Board duly called for that purpose. 

Section 6.Section 5. Submission of Annual Business Plans and 
Budgets to the Regulatory Authorities.  Each annual budget, annual business 
plan, and annual, modified, or supplemental budget approved by the Board shall 
be submitted by the Corporation to the ERO and any applicable regulatory 
authorities for approval in accordance with its regulations, and shall not be effective 
until approved by the applicable regulatory authorities. If ordered to modify or 
remand an annual budget, business plan, or annual, modified, or supplemental 
funding mechanism, the Board shall promptly following such order adopt such 
modifications to the business plan, budget , or funding mechanism as are required 
or directed by the order of the ERO and any applicable regulatory authority. 

 
ARTICLE XII. 

AMENDMENTS TO THE BYLAWS 

Section 1. Amendments to the Bylaws.  These Bylaws may be 
altered, amended, or repealed by a majority vote of both the Board and the 
Membership at respective meetings of the Board and the Members  atMembers at 
which a quorum is present. Written notice of the subject matter of the proposed 
changes to the Bylaws shall be provided to the Directors and to the Members not 
less than ten (10) nor more than sixty (60) days prior to the date of the meeting of 
the Board or the Members at which the vote is to be taken. Notwithstanding the 
provisions of this Article XIV, the Members of the Corporation voting by Sector 
shall have the right to alter, amend, or repeal Bylaws adopted by the Board and to 
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adopt new Bylaws, provided that any such alteration, amendment, or repeal or the 
adoption of new Bylaws is approved by vote of two-thirds of the Sectors at a 
meeting of Members called for that purpose, or by written consent of two-thirds of 
the Sectors, where the number of votes for and against the proposed alteration, 
amendment, repeal or adoption of Bylaws shall be determined in accordance with 
Article IV, Section 2. Any alteration, amendment, repeal or adoption of Bylaws shall 
be subject to any applicable requirements for filing with or approval by the ERO or 
any other applicable regulatory authority. 

ARTICLE XIII. 
INDEMNIFICATION; PROCEDURE; DISSOLUTION 

Section 1. Indemnification.  The Corporation shall indemnify each 
person who at any time shall serve, or shall have served, as an officer, Director, 
employee, or other corporate agent of the Corporation, is or was serving at its 
request as a director, officer, partner, venturer, proprietor, employee, agent or 
similar functionary of another foreign or domestic corporation, partnership, joint 
venture, sole proprietorship, trust, employee benefit plan or other enterprise 
(“Indemnified Parties”), to the full extent from time to time permitted by the Texas 
Business Organizations Code and other applicable law. Such right of 
indemnification shall inure to the benefit of the legal representative of any such 
Indemnified Party. The foregoing indemnification shall be in addition to, and not in 
restriction or limitation of, any privilege or power that the Corporation may have 
with respect to the indemnification or reimbursement of its Indemnified Parties. The 
Corporation shall also pay or advance reasonable expenses incurred by an 
Indemnified Party in connection with a proceeding in advance of the final 
disposition of the proceeding upon receipt of a written affirmation by the 
Indemnified Party of a good faith belief that the standard of conduct necessary for 
indemnification under this Article XIII and the Texas Business Organizations Code 
has been met and a written undertaking by or on behalf of the officer, Director, or 
other corporate agent to repay the amount if it shall be ultimately determined that 
the Indemnified Party was not entitled to be indemnified by the Corporation. 

Section 2. Parliamentary Rules.  In the absence of and to the extent 
not inconsistent with specific provisions in these Bylaws, meetings or other actions 
pursuant to these Bylaws shall be governed by procedures that the Board may, 
from time to time, establish by resolution. 

Section 3. Dissolution.  Upon dissolution of the Corporation, in 
accordance with the Certificate of Formation, the remaining assets of the 
Corporation after payment of debts shall be distributed in the manner determined 
by the Board, provided that, (i) no part of the assets shall be distributed to any 
Director of the Corporation, and (ii) the distribution of assets shall be consistent 
with the requirements of Section 501(c)(3) of the United States Internal Revenue 
Code of 1954. 

ARTICLE XIV. 
CONFLICTS OF INTEREST 

Section 1. Conflicts of Interest. 
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(a) Each Independent Director shall have an affirmative duty to disclose to 
the Board or committee (as the case may be) any actual or potential conflicts of interest of the 
Director that arise during his or her tenure as a director Director where, and to the extent that, 
such conflicts or potential conflicts directly or indirectly affect any matter that comes before the 
Board. An Independent Director with a direct or potentially conflicting interest in a matter shall 
recuse himself from deliberations and actions on the matter in which the conflict arises and shall 
abstain on any vote on the matter and not otherwise participate in a decision on the matter.    
Any disclosure of a potential conflict of interest by a Director shall be noted in the minutes of the 
Board meeting at which the direct interest is disclosed. Mere attendance at the meeting, without 
participating in discussion of the issue raising the potential conflict, shall not constitute 
participation. 

(b) The Corporation may not make any loan to a Director, committee member 
or officer of the Corporation. A Member, Director, officer, or committee member of the 
Corporation may not lend money to, or otherwise transact business with, the Corporation except 
as otherwise provided by these Bylaws, the Certificate of Formation, and applicable law. A 
related party transacting business with the Corporation has the same rights and obligations 
relating to those matters as other persons transacting business with the Corporation, provided 
the related party nature of the transaction is known to the Board. The Corporation may not 
borrow money from, or otherwise transact business with, a Member, Director, officer, or 
committee member of the Corporation unless the transaction is described fully in a legally 
binding instrument and is in the Corporation’s best interests. The Corporation may not borrow 
money from, or otherwise transact business with, a Member, Director, officer, or committee 
member of the Corporation without full disclosure of all relevant facts and without the Board’s 
approval, not including the vote of any person having a personal interest in the transaction. 

Section 2. Prohibited Acts.  No Member, Director, officer, or 
committee member of the Corporation may do any of the below-listed prohibited 
acts. Performance of these prohibited acts may lead to sanction, suspension, 
expulsion or termination after a hearing as described in these Bylaws.  The 
prohibited acts include the following:  

(a) Do any act in violation of these Bylaws. 

(b) Do any act in violation of a binding obligation of the Corporation except 
with the Board’s prior approval. 

(c)  Do any act with the intention of harming the Corporation or any of its 
operations. 

(d) Receive an improper personal benefit from the operation of the 
Corporation. 

(e) Use the Corporation’s assets, directly or indirectly, for any purpose other 
than carrying on the Corporation’s business. 

(f) Wrongfully transfer or dispose of Corporation property, including 
intangible property such as goodwill. 

(g) Use the Corporation’s name (or any substantially similar name) or any 
trademark or trade name adopted by the Corporation, except on behalf of Corporation in the 
ordinary course of its business or as a reference to the Corporation or its region. 
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(h) Disclose any of Corporation’s or Members’ business practices, trade 
secrets, or any other confidential or proprietary information not generally known to the business 
community to any person not authorized to receive it.  

Section 3. Loans and Guarantees.  Neither participation in the 
activities of the Corporation nor any provision of these Bylaws or of the Certificate 
of Formation shall be deemed to constitute a pledge or loan of the credit of any 
Member for the benefit of the Corporation or a guarantee by any Member of any 
obligation of the Corporation. 

ARTICLE XV. 
BOOKS AND RECORDS; AUDIT; FISCAL YEAR 

Section 1. Access to Books and Records.  All Members of the 
Corporation will have access to the books and records of the Corporation, including 
financial statements and budgets; however, the Board shall establish procedures 
by which a Member, upon written demand stating the purpose of the demand may 
examine and copy the books and records of the Corporation. If necessary to 
protect the confidential information of the Corporation, a Member requesting 
examination of any of the Corporation’s non-public books and records may will be 
required to sign a confidentiality and non-disclosure agreement before viewing 
such information. The procedures shall include policies that provide reasonable 
protection against the unnecessary disclosure of information related to individual 
employees, including their compensation. 

Section 2. Audit.  At least annually, an audit of the financial 
statements of the Corporation shall be performed by the Auditor approved by the 
Board. The Auditor’s opinion and the audited financial statements will be made 
available to all Members as described in Article XV, Section 1. 

Section 3. Fiscal Year.  The fiscal year of the Corporation shall be 
from January 1 through the following December 31, unless otherwise established 
by resolution of the Board. 
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ARTICLE I. 

DEFINITIONS 

Section 1. Definitions.  The capitalized terms used in these Bylaws of Texas 
Regional Entity, Inc. (the “Corporation” or “Texas RE”), shall have the meanings set forth below, 
or if not set forth below, shall have the meanings given them in the NERC Rules of Procedure. 

(a) “Affiliate” means any companyentity controlling, controlled by or under 
common control with the entity under consideration, and includes any companyentity (i.e., any 
commercial enterprise) in any of the following relationships: (i) an companyentity that directly or 
indirectly owns or holds at least five percent of the voting securities of another companyentity, 
(ii) an companyentity in a chain of successive ownership of at least five percent of the voting 
securities of another companyentity, (iii) an companyentity which shares a common parent with 
or is under common influence or control with another companyentity or (iv) an companyentity 
that actually exercises substantial influence or control over the policies and actions of another 
companyentity. Evidence of influence or control shall include the possession, directly or 
indirectly, of the power to direct or cause the direction of the management and/or policies and 
procedures of another, whether that power is established through ownership or voting of at least 
five percent of the voting securities or by any other direct or indirect means. In cases where the 
level of control or influence is disputed, the Board shall have discretion to determine whether or 
not the entities are Affiliates of one another. Membership in Texas RE shall not create an 
affiliation with Texas RE. 

(b) “Board” means the Board of Directors of the Corporation. 

(c) “Bulk Power System” or “BPS” means facilities and control systems 
necessary for operating an interconnected electric energy transmission network (or any portion 
thereof) and facilities generating electric energy as needed to maintain transmission system 
reliability, but does not include facilities used in the local distribution of electricity. 

(d) “Commission” or “FERC” means the Federal Energy Regulatory 
Commission. 

(e)  “Delegated Authority” means the authority delegated by NERC to the 
Corporation to propose and enforce NERC Reliability Standards and perform other reliability-
related activities in the ERCOT Region under the Delegation Agreement executed by NERC 
and the Corporation and approved by FERC, pursuant to Section 215 of the Federal Power Act 
(16 U.S.C. §824n).  

(f) Delegation Agreement means the agreement between the Corporation 
and NERC and approved by the Commission which describes the Delegated Authority and may 
be amended from time to time.  

(g) “Electric Reliability Organization” or “ERO” means the organization that is 
certified by the Commission pursuant to Section 39.3 of its regulations, and has received 
recognition by appropriate regulatory authorities in Canada and Mexico, as applicable, to 
establish and enforce Reliability Standards for the Bulk Power Systems of the respective 
countries and that has entered into a delegation agreement with the Corporation pursuant to 
which the Electric Reliability Organization delegates enforcement authority for Reliability 
Standards for the Bulk Power System in the ERCOT Region.  NERC was certified as the ERO 
on July 20, 2006. 
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(h) “ERCOT Region” means the geographic area and associated 
transmission and distribution facilities that are not synchronously interconnected with electric 
utilities operating outside the jurisdiction of the Public Utility Commission of Texas.    

(i) “Independent Director” means a person who is not (a) an officer or 
employee of the Corporation; (b) a NERC Registered Entity or Member or an officer, director, or 
employee of a Member of the Corporation; or (c) an officer, director, or employee of any 
company or entity that would reasonably be perceived as having a direct financial interest in the 
outcome of Board decisions and who does not have a relationship that would interfere with the 
exercise of independent judgment in carrying out the responsibilities of a Director, as more 
specifically described in Article IV of these Bylaws. 

(j) “Member” means a member of the Corporation pursuant to Article II of 
these Bylaws. 

(k) “PUCT” means the Public Utility Commission of Texas. 

(l) “NERC” means North American Electric Reliability Corporation, the entity 
certified by FERC as the ERO on July 20, 2006.  

(m) “NERC Rules of Procedure” means the Rules of Procedure that are 
adopted by NERC and approved by the Commission. 

(n) “Regional Entity” means an entity with a Delegation Agreement with 
NERC, as ERO , including the following organizations, in addition to Texas Regional Entity: 
Florida Reliability Coordinating Council (FRCC), Midwest Reliability Organization (MRO), 
Northeast Power Coordinating Council (NPCC), ReliabilityFirst Corporation (RFC), 
Southeastern Electric Reliability Council (SERC), Southwest Power Pool (SPP), and Western 
Electricity Coordinating Council (WECC).  

(o) Regional Reliability Standard means a standard for the ERCOT Region 
that is proposed and approved in accordance with the Texas RE Standards Development 
Process, as set forth in Exhibit C to the Delegation Agreement, and either, (i) sets more 
stringent reliability requirements than a national Reliability Standard, or (ii) covers matters not 
covered by a national Reliability Standard. 

(o)(p) “Registered Entity” means an entity that is registered with NERC and 
listed on the NERC Compliance Registry (available at www.nerc.com).  

(p)(q) “Reliability Standard” means a requirement to provide for Reliable 
Operation of the Bulk-Power System,  which is approved by NERC and the Commission, 
pursuant to Section 215 of the Federal Power Act an all amendments thereto.  This term 
includes requirements for the operation of existing Bulk-Power System facilities, including 
cybersecurity protection, and the design of planned additions or modifications to such facilities 
to the extent necessary to provide for Reliable Operation of the Bulk-Power System.  

(q)(r) “Reliable Operation” means operating the elements of the Bulk Power 
System within equipment and electric system thermal, voltage, and stability limits so that 
instability, uncontrolled separation, or cascading failures of the Bulk Power System will not 
occur as a result of a sudden disturbance, including a cybersecurity incident, or unanticipated 
failure of system elements. 
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(r)(s) “Sector” means a group of Members of the Corporation that are Bulk 
Power System owners, operators, or users, as defined in Article III, Section 4 of these Bylaws. 
Each Sector shall constitute a class of Members for purposes of Chapter 22 (Nonprofit 
Corporations) of the Texas Business Organizations Code. 

  

ARTICLE II. 
PURPOSE 

Section 1. General Purpose.  The purpose of the Corporation is to preserve and 
enhance reliability in the ERCOT Region.  In furtherance of this goal, the Corporation will: 

(a) Perform Reliability Standards development, compliance monitoring, 
compliance enforcement, and other related activities  asactivities as a Regional Entity, pursuant 
to 16 U.S.C. §824n, in accordance with the Corporation’s Delegation Agreement with NERC; 

(b) Carry out other activities as set forth in the Delegation Agreement, the 
NERC Rules of Procedure, or as otherwise required or requested by NERC, in support of the 
Delegated Authority, including but not limited to organization registration and certification, 
reliability assessment and performance analysis, training and education, and situational 
awareness and infrastructure security; and 

(c) Perform non-statutory compliance monitoring and reporting of the ERCOT 
Protocols, as authorized by the Public Utility Commission of Texas and allowed by NERC and 
FERC; and 

(d)(c) Engage in any other lawful act or activity that is not in conflict with the 
Corporation’s duties as a Regional Entity and for which non-profit corporations may be 
organized under the Texas Non-Profit Corporations Act. 

Section 2. Non-Profit Corporation.  The Corporation is a Texas non-profit 
corporation. 

Section 3. Geographic Area.  The Corporation will perform its operations primarily 
within the ERCOT Region.  The ERCOT Region includes 200,000 square miles, 85% of Texas 
load, and 75% of Texas land area (does not include the Panhandle, El Paso area, and 2 areas 
of East Texas). The ERCOT Region includes the following Texas cities and towns: Dallas, Ft. 
Worth, Houston, San Antonio, Austin, Paris, Tyler, Nacogdoches, Lufkin, Bryan, College 
Station, Corpus Christi, Harlingen, Brownsville, Laredo, Brownwood, San Angelo, Abilene, 
Midland, Odessa, Fort Stockton, Monahans, Snyder, Vernon, Wichita Falls, Denton, Garland, 
Greenville, Waco, Temple, Killeen, Weatherford, and Graham, and does not interconnect 
synchronously across state lines to import or export power with neighboring reliability regions. 
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ARTICLE III. 
MEMBERSHIP 

Section 1. Members.  The Corporation is a membership corporation. Membership in 
the Corporation is voluntary and is open to any companyentity  that is a  user, owner or operator 
of the ERCOT Region Bulk Power System, registers with the Corporation as a Member, 
maintains its registration in accordance with this Article III, and complies with the other 
conditions and obligations of membership specified in these Bylaws.  All Members must qualify 
and be registered in one of the Sectors defined in Article III, Section 4.  Membership in the 
Corporation is not a condition to participating in the development or consideration of proposed 
Regional Standards.  

Section 2. Registration as a Member.  Any companyentity that is eligible to be a 
Member of the Corporation in accordance with Article III, Section A

Section 3. Obligations and Conditions of Membership.   

 may become a Member by 
completing and submitting to the secretary of the Corporation a membership registration on a 
form prescribed by the Corporation. The Member shall designate one representative and an 
alternative representative with authority to receive notices, cast votes, and execute waivers and 
consents on behalf of the Member. The secretary of the Corporation shall maintain a current 
roster of the Members of the Corporation including each Member’s designated representative 
and alternative representative. From time to time, the Board shall establish a date by which 
Members shall submit their registration renewals. All Members shall be required to renew their 
registrations annually and within 30 calendar days of a request by an officer of the Corporation, 
using a registration renewal form prescribed by the Corporation. The secretary of the 
Corporation shall remove from the roster of Members of the Corporation any Member that has 
not submitted a registration renewal within 30 days following a date established by the 
Corporation. The secretary shall inform any Member that is removed from the roster of 
Members of such removal, by sending notice to such former Member’s last known address on 
the records of the Corporation. 

(a) Members must agree to promote, support, and comply with Reliability 
Standards, comply with the ERCOT region market rules, and assist the Corporation in its 
compliance with the terms and provisions of the Corporation’s Delegation Agreement with 
NERC. Each Member shall agree, in writing, to accept the responsibility to comply with policies 
of NERC and the Corporation as set forth in their respective certificates of formation, bylaws, 
rules of procedure, and Reliability Standards, as applicable, as from time to time adopted, 
approved, or amended. 

(b) As an additional condition of membership in the Corporation, each 
Member shall be required to execute an agreement with the Corporation, in a form to be 
specified by the Corporation, that such companyentity will hold all Directors, officers, 
employees, and agents of the Corporation, as well as volunteers participating in good faith in 
the activities of the Corporation, harmless for any injury or damage caused by any act or 
omission of any director, officer, employee, agent, or volunteer in the course of performance of 
his or her duties on behalf of the Corporation, other than for willful acts of misconduct. 

(c) Consistent with applicable laws and regulations, Members must share 
nonproprietary information at the Corporation’s request as necessary for the furtherance of the 
Corporation’s activities and consistent with NERC, PUCT, or any other applicable rules relating 
to confidentiality. 
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Section 4. Membership Sectors.  Each Member shall elect to be assigned to one of 
the following membership Sectors: 

(a) System Coordination and Planning:  An companyentity that is 
registered with NERC as a Reliability Coordinator (RC), Balancing Authority (BA), Planning 
Authority (PA), Resource Planner (RP), Transmission Service Provider (TSP), or Interchange 
Authority (IA). 

(b) Transmission: An company entity that is registered with NERC as a 
Transmission Owner (TO), Transmission Planner (TP), Transmission Service Provider (TSP), 
and/or Transmission Operator (TOP).  

(c) DistributionCooperative or River Authority Utility: An entity that is (a) 
a corporation organized under Chapter 161 of the Texas Utilities Code or a predecessor statute 
to Chapter 161 and operating under that chapter; or (b) a corporation organized as an electric 
cooperative in a state other than Texas that has obtained a certificate of authority to conduct 
affairs in the State of Texas; or (c) a cooperative association organized under Tex. Rev. Civ. 
Stat. 1396-50.01 or a predecessor to that statute and operating under that statute; or (d) a River 
Authority as defined in Tex. Water Code §30.003.company  that is registered with NERC for at 
least one registered function.  as a Distribution Provider (DP) and is not registered as a TO and 
has no Affiliates that are registered as a TO.  

(d) Municipal Utility: aAn entity that owns or controls transmission or 
distribution facilities, owns or controls dispatchable generating facilities, or provides retail 
electric service and is a municipally owned utility as defined in PURA §11.003 and is registered 
with NERC for at least one registered function. 

(d)(e) Generation: An companyentity that is registered with NERC as a 
Generator Owner (GO) or Generator Operator (GOP).  

(e)(f) Load-Serving and Marketing:  An companyentity that is registered with 
NERC as a Load Serving Entity (LSE), a Purchasing-Selling Entity, or any newly defined NERC 
Function for demand response.  

(f) BPS Owner, Operator or User:  A company that is an owner, user, or 
operator of the ERCOT Region Bulk Power System but is not registered with NERC for any 
NERC Function and has no Affiliates that are Members. 

(g) Governmental/Regulatory: A representative of the Public Utility 
Commission of Texas. 

Section 5. Participation.   

(a) There is only one level of Membership, and no company or entity may 
simultaneously hold more than one Membership.   

(b) Members must qualify in and join a Sector.  If any companyentity does 
not qualify in any other Sector but is an owner, user, or operator of the ERCOT Region Bulk 
Power System, it may belong to the BPS Owner, Operator or User Sector.  
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(c) A Member that is eligible for more than one Sector may join only one 
Sector and it must be the most appropriate Sector for its business.  Any disputes regarding 
appropriateness of a Member’s Sector will be decided by a majority vote by the Board.  

(d) A company or entity that is an Affiliate of a Member may hold a separate 
membership in a different Sector (except for the BPS Owner Operator, User Sector), so long as 
the legal entities have different NERC Compliance Registry Numbers under which they are 
currently registered for the applicable NERC Function.   

(e) A Member must continue to vote in the same Sector for a minimum of one 
year or until it is no longer eligible to remain in such Sector, and it must give notice to the 
Corporate secretary when it elects or is required to change Sectors. 

(f) The Board may review the Sector qualification of any Member and may 
determine that a Member does not qualify for, and require them to change Sectors. 

(g) A Member who is no longer eligible or not in good standing may not vote 
on any matters that require membership. 

Section 6. Membership Fees.  Members must pay an annual Membership Fee of 
$250, to offset the expenses of membership qualification, coordination, and meetings, unless 
the Board waives the fee for any Member for good cause shown.  The Board may agree to 
change the amount or frequency of the Membership Fee, from time to time, by majority vote.  

Section 7. Term of Membership.  Membership in the Corporation must be renewed 
on an annual basis and will only be retained as long as a Member meets its respective 
qualifications, obligations, and conditions of membership as set forth in these Bylaws. 
Membership is conditioned on the annual payment of Membership Fees, unless the 
Membership Fees are waived by the Board for good cause shown, as determined in the Board’s 
sole discretion.  

Section 8. Removal.  No Member or Member representative may be sanctioned, 
expelled or suspended and no membership in the Corporation may be terminated or suspended 
except pursuant to a procedure that is fair and reasonable and is carried out in good faith. The 
Board may, by resolution, establish a procedure to terminate, expel, suspend, or sanction a 
Member following notice to the Member and exercise of appropriate due process procedures 
and a determination by the Board in its sole discretion that in its judgment the Member has 
violated its obligations and responsibilities to the Corporation.  In the event that the Board does 
not adopt procedures, the following procedures shall apply: 

(a) Written notice

(b) 

. Written notice of intent to terminate, expel, suspend or 
sanction a Member shall be delivered at least twenty (20) days in advance of the date when a 
hearing will be held to determine whether the Member shall be expelled, suspended, terminated 
or sanctioned. Such notice shall set forth the reasons therefore. Said notice must be given by 
facsimile (receipt confirmed), e-mail (receipt confirmed) or first class or certified mail sent to the 
last address of the Member to be expelled, suspended, terminated or sanctioned, as shown in 
the Corporation’s records. 

Hearing. An opportunity shall be provided for the Member receiving such 
notice to be heard by the Board at the hearing, orally and in writing. The Member shall be 
entitled to have counsel present, and to participate in the hearing, at its own expense, and to 
present and cross-examine any witnesses.  
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(c) Liability

(d) 

. A Member which has been sanctioned, expelled, terminated or 
suspended shall remain liable to the Corporation for fees as a result of obligations incurred or 
commitments made prior to sanction, expulsion, termination or suspension. 

Challenges

Section 9. Resignation.  Any other provision of these Bylaws notwithstanding, any 
Member may withdraw from participation in the activities of the Corporation at any time upon 
written notice to the chief executive officer or president, whereupon it shall cease to be a 
Member, and its representatives shall cease to be entitled or obligated to participate in the 
activities of the Board or any activities requiring membership.  

. Any proceeding challenging an expulsion, suspension, 
sanction or termination, including a proceeding in which defective notice is alleged, may be 
submitted to the Board in writing within one year after the effective date of the expulsion, 
suspension, sanction or termination. If the Board determines to hear such challenge, it shall 
notify the Member and such proceeding will be subject to the hearing requirements described in 
subsection (b) above of this Section 8. 

Section 10. Reinstatement.  A former Member may submit a written request for 
reinstatement of Membership. The Board will reinstate the Membership unless the 
companyentity does not meet the Membership qualifications set forth in these Bylaws. 

ARTICLE IV. 
BOARD OF DIRECTORS 

Section 1. Board of Directors.  The business and affairs of the Corporation shall be 
managed by the Board. The Board shall consist of (i) five four (4) Independent Directors who 
are nominated and elected in accordance with the requirements and procedures specified in this 
Article IV (the “Independent Directors”); (ii) the Chairman of the PUCT or another PUCT 
Commissioner designated by the Chairman, as an ex officio non-voting member; (iii) Texas 
Public Counsel, from the Office of Public Utility Counsel, as an ex officio non-voting member, 
representing the interests of residential and small commercial electricity consumers; and (iv) the 
CEO of the Corporation as an ex officio non-voting member; (v) the chair of the Member 
Representatives Committee as a voting member; and (vi) the vice chair of the Member 
Representatives Committee as a voting member. The Directors who are the chair and vice chair 
of the Member Representatives Committee will be referred to herein as “Affiliated Directors.”  
Each Director or Affiliated Director , excluding the non-voting members of the Board, shall have 
one (1) vote on any matter brought before the Board for a vote. All Directors are expected to 
serve the public interest and to represent the reliability concerns of the entire ERCOT Region 
Bulk Power System. 

Section 2. Independent Directors.  The Independent Directors shall be elected, 
shall have the qualifications specified, and shall serve in the manner provided in this Section. 

(a) Qualifications

(1) Experience in one or more of these fields: senior corporate 
leadership; professional disciplines of finance, accounting, engineering, bulk power 
systems, or law; regulation of utilities; and/or risk management.  

: 

(2) Independence of any NERC registered entity, ERCOT ISO, or and 
any ERCOT Region Market Participant.  Requirements of independence include but are 
not limited to the following:    
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(i) Independent Directors and the immediate family (any 
spouse, mother, father, sibling, or dependent, and any spouse of mother, father, 
or sibling and including any step and adoptive parents, siblings or children) and 
household members of Independent Directors and their spouses shall not have 
current or recent status (within the last two years) as a director, officer or 
employee of an ERCOT Region NERC Registered Entity or ERCOT Region 
Market Participant. 

(ii) Independent Directors and immediate family and 
household members of Independent Directors shall not have current or recent 
status (within the last six months) as a director, officer or employee of a non-
ERCOT Region NERC Registered Entity. 

(iii) Independent Directors and immediate family and 
household members of Independent Directors shall not have direct business 
relationships, other than retail customer relationships, with any NERC Registered 
Entity or Market Participant. 

(iv) To the extent that an Independent Director or his or her 
spouse, dependent child, or any other household member owns stocks or bonds 
of NERC Registered Entities or Market Participants, these must be divested or 
placed in a blind trust prior to being seated on the Board. 

(v) Independent Directors shall not have any relationship that 
would interfere with the exercise of independent judgment in carrying out the 
responsibilities of a Board member, including the Delegated Authority. 

(vi) Other criteria as approved by the Board. 

(b) Term

(c) 

.  Except for the initial Initial and originally elected Directors, the term 
for Independent Directors shall be staggered three year terms. An Independent Director may be 
elected for up to three consecutive terms.  Notwithstanding the foregoing, the initial Initial 
Directors, who are the Directors seated for formation of the Corporation, will serve only until the 
first membership meeting of the Corporation, which term shall not exceed six (6) months.  If an 
initial Initial Director is qualified to be an Independent Director and elected by the membership, 
such Director’s initial term shall not be counted for purposes of that term limits.  For the 
originally elected Directors, two positions will have three year terms, and two positions will have 
two year terms and one position will have a one year term.  The term for the Affiliated Directors 
who are chair and vice chair of the Member Representatives Committee shall be one year, and 
the terms of the ex officio Directors will not expire. 

Selection

(1) Except as described below for the selection of the Independent 
Directors to serve as Initial Directors, tThe Board shall appoint, on an annual basis, or 
more frequently if needed in the event of a special election pursuant to this subsection, a 
nominating committee (the “Nominating Committee”) to recommend candidates (i) to 
succeed the Independent Directors whose terms expire during the current year and (ii) to 
serve the remainder of the term of any Independent Director who ceased to serve as a 
Director subsequent to the last annual election of Directors. The Nominating Committee 
shall consist of the all Management Directors, the ex officio Directors, and those 
Independent Directors whose terms do not expire during the current year and such 
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number of other persons with such qualifications as the Board shall specify, provided 
that the Independent Directors shall constitute a majority of the voting members of the 
Nominating Committee.  For the selection of Independent Directors to be seated as 
iInitial Directors, the Nominating Committee shall consist of the Management Director, 
the ex officio Directors, two Unaffiliated Directors from the ERCOT Board of Directors, 
and two registered entity representatives who are as selected by the ERCOT Board of 
Directors. 

(2) The Nominating Committee will may retain an executive search 
firm to locate and present candidates with the required qualifications, as set forth in 
Article IV, Section 2(a).  

(3) The Nominating Committee shall interview the qualified 
candidates and select and nominate, by at least a two-thirds majority, qualified 
candidate(s) consistent with the objectives that the Board as an entirety reflects 
expertise in the areas of technical electric operations and reliability, legal, senior 
corporate leadership, financial, risk management, and regulatory matters, and familiarity 
with regional system operation issues in the ERCOT Region to present to the 
Membership for its approval.  For the selection of the Independent Directors to serve as 
Initial Directors, the Nominating Committee will, following the interview process, select 
the Independent Directors that will serve as the initial Directors. 

(4) Except for the selection of Independent Directors to serve as the 
Initial Directors, tThe Membership shall vote by Sector as described in Article V in favor 
or against the proposed Independent Director(s).  A proposed Independent Director that 
is approved by a majority of the Sectors shall become an Independent Director.  

(d) Director Voting Weights

(e) 

. All voting Directors shall have a single vote 
each. 

Alternates and Proxies

Section 3. Appointment of Management Director.  The president and chief 
executive officer (CEO) of the Corporation shall serve as the Management Director of the 
Corporation, effective as of the date of his or her appointment by the Board as CEO of the 
Corporation in accordance with these Bylaws, to serve until such time that he or she ceases to 
hold the position of CEO. No action of the Members of the Corporation shall be required in 
connection with the appointment of the CEO as the Management Director of the Corporation. 

. Independent Directors may designate another 
Independent Director as a proxy if unable to attend a Board meeting. Ex officio Directors may 
designate a selected proxy or an alternate representative who may attend meetings in the 
absence of such Director. The chair and vice chair of the Member Representatives Committee 
may designate each other or may designate an Independent Director, or the CEO of the 
Corporation  as their proxy if unable to attend a Board meeting. 

Section 4. Chair and Vice Chair. Annually, the Board shall elect from the Board’s 
membership, by resolution of the Board, a Chair and a Vice Chair. The Chair and Vice Chair 
shall be one of the Independent Directors.  

Section 5. Vacancies and Removal.  Should any vacancy on the Board arise from 
the death, resignation, retirement, disqualification, or removal from office of any Director, or from 
any other cause, such vacancy shall be filled by electing a Director at the next annual election of 
Directors to fill the remainder, if any, of the term of the departed Director. Provided, that the 
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Board by resolution may in its discretion call a special election to fill any such vacancy for the 
remainder, if any, of the term of the departed Director. A Director may be removed with or 
without cause at any time by whomever had the right to appoint such Director (for ex officio 
Directors), or for the elected Independent Directors, by an affirmative vote of sixty percent (60%) 
of the Members. In addition, the Board may remove a Director for cause, upon at least seventy-
five percent (75%) affirmative votes of the eligible, remaining voting Directors. The right to elect 
Directors may not be assigned, sold, pledged or transferred in any manner. 

Section 6. Committees of the Board. The Board shall by resolution create and 
appoint all committees of the Board as the Board deems necessary to perform its 
responsibilities. All committees of the Board shall have such duties as are prescribed and 
delegated by the Board. Committees to which any of the authority of the Board to manage the 
Corporation is delegated must have at least two members, and a majority of the members of the 
committee must be Directors. 

ARTICLE V. 
MEETINGS OF MEMBERS OF THE CORPORATION 

Section 1. Annual and Other Meetings of Members.   

(a) An annual meeting of the Members for the election of Directors and to 
conduct such other business as may come before the meeting shall be held on or about 
December 1 of each year or as soon thereafter as is reasonably practicable.  

(b) Meetings of Members of the Corporation may be called for any purpose 
or purposes by resolution of the Board, by the chair of the Board, the CEO or the secretary of 
the Corporation, or by a number of Members constituting at least ten (10) percent of all 
Members on the roster of Members maintained by the secretary of the Corporation, which 
number shall include Members in at least three of the Sectors. Meetings of Members shall be 
held at the principal office of the Corporation or at such other place fixed by the Board as shall 
be specified in the notice of meeting. Meetings shall be called upon written notice of the time, 
date, place, and purposes of the meeting given to all Members on the roster of Members 
maintained by the secretary of the Corporation not less than ten (10) nor more than sixty (60) 
days prior to the date of the meeting.  Only Members in good standing with the Corporation, as 
determined by the Board, have the right to vote at any meeting of the Members.  Further, if at 
any point a Member no longer meets the qualifications for the Sector of which it is a member, 
the Entity may immediately elect to become a member in any Sector for which it does qualify. 

Section 2. Quorum and Voting Requirements for Meetings of Members. At any 
meeting of the Members of the Corporation, attendance in person or by proxy by a majority of 
the Members in each of at least two-thirds of the Sectors on the roster of Members maintained 
by the secretary of the Corporation shall constitute a quorum.  

(a) Members shall vote by Sector and each Sector shall have one vote. 

(b) Except as otherwise expressly provided in the Corporation’s Certificate of 
Formation, these Bylaws or applicable law, actions by the Members of the Corporation shall be 
approved upon receipt of the affirmative vote of a majority of the members at a meeting of the 
MemberSectors of the Corporation at a meeting at which a quorum is present, in person or by 
proxy.  Each Sector’s vote shall be determined by the affirmative vote of a majority of the 
members of the Sector voting at the meeting.   
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Section 3. Waivers of Notice of Meetings of Members and Member Meeting 
Adjournments. Notice of a meeting of Members need not be given to any Member who signs a 
waiver of notice, in person or by proxy, whether before or after the meeting. The attendance of 
any Member at a meeting, in person or by proxy, without protesting prior to the conclusion of the 
meeting the lack of proper notice of such meeting, shall constitute a waiver of notice of the 
meeting by such Member. When any meeting of Members is adjourned to another time or place, 
it shall not be necessary to give notice of the adjourned meeting if the time and place to which 
the meeting is adjourned are announced at the meeting at which the adjournment is taken, and 
if at the adjourned meeting only such business is transacted as might have been transacted at 
the original meeting. 

Section 4. Action Without a Meeting of Members.  Any action, required or 
permitted to be taken at a meeting of Members, may be taken without a meeting if the proposed 
action is posted to all mMembers (via email to an email distribution list to which Members may 
subscribe and by posting on the Corporation website) and consented to in writing by the 
minimum number of Members that would be required to approve the action at a meeting of the 
Members at which all Members were present.  The voting in such a circumstance shall be 
performed in writing, including via email or other electronic means. The Members shall receive 
written notice of the results within ten (10) days of the action vote, and all written responses of 
the Members shall be filed with the Corporate records.  The results of such voting will be posted 
on the Corporation’s website. 

Section 5. Meetings of the Members to be Open.  Notice to the public of the dates, 
places, and times of meetings of the Members, and all non-confidential material provided to the 
Members, shall be posted on the Corporation’s website at approximately the same time that 
notice is given to the Members. Meetings of the Members shall be open to the public, subject to 
reasonable limitations due to the availability and size of meeting facilities; provided, that the 
meeting may be held in or adjourned to closed session to discuss matters of a confidential 
nature, including but not limited to compliance and enforcement matters, personnel matters, 
litigation, or commercially sensitive or critical infrastructure information of the Corporation or any 
other entity.  The results of any action taken without a meeting, as described above, will be 
posted on the Corporation’s website. 

ARTICLE VI. 
MEETINGS OF THE BOARD OF DIRECTORS 

Section 1. Regular Meetings of the Board.  Regular meetings of the Board shall be 
held at least quarterly.  By resolution adopted at any meeting of the Board, the Board may 
provide for additional regular meetings that may be held as needed. 

Section 2. Special Meetings of the Board. Special meetings of the Board for any 
purpose or purposes may be called at any time by the chair or by any two Directors. Such 
meetings may be held upon notice given to all Directors not less than three (3) days prior to the 
date of the meeting. Such notice shall specify the time, date, place, and purpose or purposes of 
the meeting and may be given by telephone, email or other electronic media, or by express 
delivery. 

Section 3. Quorum and Voting Requirements for Meetings of the Board. Unless 
otherwise expressly provided in the Corporation’s Certificate of Formation, these Bylaws or 
applicable law, (i) the quorum necessary for the transaction of business at meetings of the 
Board shall be a majority of the Directors in person or by proxy and at least three Independent 
Directors, and (ii) actions by the Board shall be approved upon receipt of the affirmative vote of 
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a majority of the Directors present and voting in person or by proxy at a meeting at which a 
quorum is present. 

Section 4. Meetings of the Board to be Open. Notice to the public of the dates, 
places, and times of meetings of the Board, and all non-confidential material provided to the 
Board, shall be posted on the Corporation’s website at approximately the same time that notice 
or such material is given to the Directors. Meetings of the Board shall be open to the public, 
subject to reasonable limitations due to the availability and size of meeting facilities; provided, 
that the Board may meet in or adjourn to closed session to discuss matters of a confidential 
nature, including but not limited to compliance and enforcement matters, personnel matters, 
litigation, or commercially sensitive or critical infrastructure information of the Corporation or any 
other entity. Any or all of the Directors or members of a Board committee, may participate in a 
meeting of the Board, or a meeting of a committee, in person or by proxy, by means of any 
communications system by which all persons participating in the meeting are able to hear each 
other. 

Section 5. Waivers of Notice of Board Meetings and Board Meeting 
Adjournments.  Notice of a board meeting need not be given to any Director who signs or 
sends email confirming a waiver of notice, in person or by proxy, whether before or after the 
meeting, or who attends the meeting without protesting, prior to the conclusion of the meeting, 
the lack of notice of such meeting. Notice of an adjourned board meeting need not be given if 
the time and place to which the meeting is adjourned are announced at the meeting at which the 
adjournment is taken and if the period of adjournment does not exceed ten (10) days. 

Section 6. Action Without a Meeting.  Any action required or permitted to be taken 
at a meeting of the Board, or of any committee thereof, may be taken by the Board or by the 
committee without a meeting if the action is consented to in writing by the number of Directors 
or Members members of the committee, as the case may be, entitled to vote on the action that 
would be required to approve the action at a meeting of the Board or committee with all 
Members members of the Board or committee present. The call for action without a meeting of 
the Board may be initiated by the chair or by any two Directors. Notice of the proposed call for 
action without a meeting, and all non-confidential material provided to the Board in connection 
with the call for action without a meeting, shall be posted on the Corporation’s website and sent 
via email to an email distribution list to which Corporate Members and the public may subscribe 
at approximately the same time notice of the call for action without a meeting or such material is 
provided to the Board. The call for action without a meeting of a committee of the Board may be 
initiated by the chair of the committee or by any two Members members of the committee. The 
Directors or Members members of the committee shall receive written notice of the results of 
such action within seven (7) days of the action vote. All written responses of the Directors shall 
be filed with the minutes of the Corporation, and all written responses of Members members of 
a committee shall be filed with the minutes of such committee. 

ARTICLE VII. 
OFFICERS 

Section 1. Selection of Officers. At a regular meeting held in accordance with 
Article V, Section 1 of these Bylaws, the Board shall elect a CEO and shall approve a corporate 
secretary  and such other officers of the Corporation (collectively, the “Officers”) as it shall deem 
necessary. The CEO shall be nominated and elected by the Board.  All of the other Officers 
shall be selected by the CEO and approved by the Board, and the removal of all Officers shall 
be removed confirmed by the Board.  The Management Director shall not participate in votes 
electing, approving, or removing Officers. The duties and authority of the Officers shall be 
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determined from time to time by the Board. Subject to any such determination, the Officers shall 
have the following duties and authority: 

Section 2. Chief Executive Officer.  The CEO shall be the chief executive officer of 
the Corporation. He or she shall be responsible for the day-to-day ongoing activities of the 
Corporation and shall have such other duties as may be delegated or assigned to him or her by 
the chair. The CEO may enter into and execute in the name of the Corporation contracts or 
other instruments not in the regular course of business that are authorized, either generally or 
specifically, by the Board. 

Section 3. Corporate Secretary.  The secretary shall maintain the roster of 
Members of the Corporation, shall cause notices of all meetings to be served as prescribed in 
these Bylaws, shall keep or cause to be kept the minutes of all meetings of the Members and 
the Board, and shall have charge of the seal of the Corporation. The secretary shall perform 
such other duties and possess such other powers as are incident to his or her office or as shall 
be assigned to him or her by the CEO 

Section 4. Chief Financial Officer.  If hired and approved, a chief financial officer 
shall have custody of the funds and securities of the Corporation, shall keep or cause to be kept 
regular books of account for the Corporation and shall have the duties normally assigned to a 
treasurer of a corporation. The chief financial officer shall perform such other duties and 
possess such other powers as are incident to his or her office or as shall be assigned to him or 
her by the CEO. 

ARTICLE VIII. 
RELIABILITY STANDARDS DEVELOPMENT COMMITTEE 

Section 1. Requirement.  The Corporation shall have a Reliability Standards 
Development Committee, which shall operate in accordance with the Standards Development 
Process as set forth in Exhibit C to the Delegation Agreement with NERC and approved by 
FERC.  The chair and vice chair of the Standards Development Committee must be accepted or 
approved by the Board, in accordance with said Exhibit C. 

ARTICLE IX. 
MEMBER REPRESENTATIVES COMMITTEE 

Section 1. Purpose of Member Representatives Committee.  The Corporation 
shall have a Member Representatives Committee that shall provide advice and 
recommendations to the Board with respect to annual budgets, business plans and funding 
mechanisms of the Corporation; other matters relevant to reliability of the ERCOT Bulk Power 
System; and other matters pertinent to the purpose and operations of the Corporation.  The 
Member Representatives Committee shall provide its advice, technical expertise and 
recommendation to the Board through its chair and the vice chair, who also serve as the 
Affiliated Directors on the Board. The Members Representatives Committee may create 
subcommittees, task forces, or working groups (“subcommittees”) as it deems appropriate to 
study or discuss selected technical or compliance matters to make recommendations to the 
board as requested or required by the Board or as deemed appropriate to its purpose by the 
Members Representatives Committee.  Because it is elected by the Members of the Corporation 
and not appointed by the Board, the Member Representatives Committee shall not be a 
standing committee of the Board of Directors of the Corporation, but is authorized to provide 
advice and recommendations directly to the Board, through its elected chair and vice chair.   
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Section 2. Composition of the Member Representatives Committee.  The 
Member Representatives Committee shall consist of two representatives from each Sector to 
serve annually and will annually select a chair and vice chair for the Member Representatives 
Committee. The representatives of each Sector shall be officers, employees, or directors of 
Members in that Sector; provided however, except for a Sector that has only one Member, only 
one officer, employee, or director of a Member in a Sector may be a representative from that 
Sector. No member of the Board shall be a member of the Member Representatives Committee. 
The Board may by resolution create additional non-voting positions on the Member 
Representatives Committee on its own initiative or at the written request of any group of 
Members of the Corporation that believes its interests are not adequately represented on the 
Member Representatives Committee.  There shall be no limit on the number of terms that an 
officer, employee, or director of a Member, may serve on the Member Representatives 
Committee. 

Section 3. Election of Representatives of the Member Representatives 
Committee. Unless a Sector adopts an alternative election procedure, the annual election of 
representatives from each Sector to the Member Representatives Committee, and any election 
to fill a vacancy, shall be conducted in accordance with the following process, which shall be 
administered by the officers of the Corporation.  

(a) During the period beginning no more than ninety (90) days and ending no 
less than fifteen (15) days prior to an annual meeting, or beginning no more than forty-five (45) 
days and ending no less than fifteen (15) days prior to a special meeting called in whole or in 
part to hold an election to fill a vacancy, nominations may be submitted for candidates for 
election to the Member Representatives Committee. A nominee for election as a Sector 
representative must be an officer, employee, or director of a Member in that Sector. No more 
than one nominee who is an officer, employee, or director of a Member may stand for election in 
any single Sector; if more than one officer, employee, or director of a Member is nominated for 
election from a Sector, the Member shall designate which such nominee shall stand for election. 
The election of representatives shall be conducted over a period of ten (10) days using an 
electronic process approved by the secretary of the Corporation.  

(b) Each Member in a Sector shall have one vote for each Representative to 
be elected from the Sector in that election and may cast no more than one vote for any 
nominee. The nominee receiving the highest number of votes in each Sector shall be elected to 
one Representative position to be filled from that Sector and the nominee receiving the second 
highest number of votes shall be elected as the second Representative position for that Sector. 
To be elected on the first ballot, a nominee must receive a number of votes equal to a simple 
majority of the Members in the Sector casting votes in the election. If no nominee in a Sector 
receives a simple majority of votes cast in the first ballot, a second ballot shall be conducted 
which shall be limited to the number of candidates receiving the three (3) highest vote totals on 
the first ballot.  The nominees receiving the two highest totals of votes on the second ballot shall 
be elected to the Representative positions for the Sector. 

(c) A Sector may adopt an alternative procedure to the foregoing to nominate 
and elect its Representatives to the Member Representatives Committee if (i) the alternative 
procedure is consistent in principle with the procedures specified in the preceding paragraph of 
this Section, and (ii) the alternative procedure is approved by vote of at least two-thirds of the 
Members in the Sector, provided, however that any alternative procedure may be reviewed and 
disapproved by the Board.  
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(d) A Sector may elect an Alternate to serve in place and at the convenience 
of the Sector’s Members Committee Representative(s) in the event a Members Committee 
Representative cannot attend a Members Committee meeting.  

(c)  

Section 4. Chair and Vice Chair of the Member Representatives Committee.  
After the annual selection of its Representatives, the Member Representatives Committee shall 
select a chair and vice chair from among its voting Representatives by majority vote to serve 
during the upcoming year and be the Affiliated Directors on the Board.  The selected chair and 
vice chair may not be representatives of the same Sector or NERC function and may not 
concurrently serve on the Board of ERCOT ISO or any other registered entity in the ERCOT 
Region.  The Board shall be notified of the selection of the chair and vice chair, but the selection 
will not be subject to approval of the Board. The chair is responsible for ensuring that minutes of 
the meetings are properly maintained and made available to the public, but the chair may 
delegate this responsibility to the vice chair or to another Representative of the Member 
Representatives Committee who is designated as secretary of the Member Representatives 
Committee. 

Section 5. Vacancies on the Member Representatives Committee.  In the event 
that any Representative of the Member Representatives Committee ceases to serve as a 
Representative of the Member Representatives Committee as a result of his or her death, 
resignation, retirement, disqualification, or removal or other cause, the Members in the Sector of 
which such Representative was a representative shall elect, as soon thereafter as reasonably 
practicable, and in accordance with the procedures in this Article IX, a new Representative to 
replace the Representative of the Member Representatives Committee who ceased to serve.  
For those Sectors that have elected an Alternate, the Alternate will fill a vacancy left by the 
Sector’s Member Representative and a new Alternate will be elected by the Sector.  

Section 5. 

Section 6. Meetings of the Member Representatives Committee. The Member 
Representatives Committee will annually plan and hold quarterly meetings, at a time and place 
determined by the Member Representatives Committee and posted on the Corporation’s 
website.  Except for closed session meetings specifically allowed by this Section, all meetings 
shall be open to the public.  The Members Representatives Committee shall adopt such 
procedural rules as are needed to operate in accordance with its purpose and will include 
procedures for coordinating with employees of the Corporation who provide administrative 
support, as set forth in subsection 6(c), below.  

(a) Notice to the public of the dates, places, and times of meetings of the 
Member Representatives Committee and any subcommittees thereof, and all non-confidential 
material provided to the Member Representatives Committee or any subcommittees thereof, 
shall be posted on the Corporation’s website at approximately the same time that notice or such 
material is given to the Member Representatives Committee, which will normally be at least one 
week prior to any meeting. Meetings of the Member Representatives Committee shall be open 
to the public, subject to reasonable limitations due to the availability and size of meeting 
facilities; provided, that the Member Representatives Committee may meet in or adjourn to 
closed session to discuss matters of a confidential nature, including but not limited to 
confidential planning information, critical infrastructure information, or commercially sensitive 
information of the corporation or any other entity. Any or all Representatives of, and any other 
participants in, the Member Representatives Committee may participate in a meeting of the 
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Member Representatives Committee by means of a communications system by which all 
persons participating in the meeting are able to hear each other. 

(b) Special meetings may be called for any purpose or purposes by the chair 
of the Member Representatives Committee or by any three (3) Representatives of the Member 
Representatives Committee, which number shall include representatives from at least three 
Sectors, and require notice given to all Representatives of the Member Representatives 
Committee not less than seven (7) days prior to the date of the meeting. Such notice shall 
specify the time, date, place, and purpose or purposes of the meeting and may be given by 
telephone, facsimile, or other electronic media, or by express delivery. 

(c) The Member Representatives Committee shall effectively coordinate with 
the employees of the Corporation and adopt procedural rules for the voting for Representatives, 
scheduling of meetings, and public posting of required meeting information and minutes. The 
chair or vice chair of the Member Representatives Committee shall provide all meeting 
agendas, material, minutes and other information required or desired to be posted on the 
Corporation’s website to appropriate Corporation employees at least one business day prior to 
the time such information should be posted.   

Section 7. Waivers of Notice of Meetings of the Member Representative 
Committee and Meeting Adjournments. Notice of a meeting of the Member Representatives 
Committee need not be given to any member of the Member Representatives Committee who 
signs a waiver of notice, in person or by proxy, whether before or after the meeting, or who 
attends the meeting without protesting, prior to the conclusion of the meeting, the lack of notice 
of such meeting. Notice of an adjourned meeting of the Member Representatives Committee 
need not be given if the time and place to which the meeting is adjourned are announced at the 
meeting at which the adjournment is taken and if the period of adjournment does not exceed ten 
(10) days. 

Section 8. Quorums and Voting for Meetings of the Member Representatives 
Committee.  The quorum necessary for the transaction of business at meetings of the Member 
Representatives Committee shall be two-thirds of the voting members of the Member 
Representatives Committee attending the meeting in person or by proxy.  A member of the 
Member Representatives Committee may give a proxy only to a person who is an officer, 
employee, or director of a Member, registered in the same Sector. Each voting member of the 
Member Representatives Committee shall have one (1) vote on any matter coming before the 
Member Representatives Committee that requires a vote. Except as otherwise expressly 
provided in the Corporation’s Certificate of Formation, these Bylaws or applicable law, actions 
by members of the Member Representatives Committee shall be approved upon receipt of the 
affirmative vote of a majority of the voting members of the Member Representatives Committee 
present and voting at any meeting at which a quorum is present. 

Section 9. Alternates and Proxies

Section 9. 

. Member Representatives may designate 
another Member Representative or the Sector Alternate as a proxy if unable to attend a 
Members Representative Committee meeting.  

Section 9.Section 10. Other Procedures of the Member Representatives 
Committee.  The chair of the Board, shall preside at the initial meeting of the Member 
Representatives Committee, until a chair is selected in accordance with Article IX, Section 4. 
Except as to any matter as to which the procedure to be followed by the Member 
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Representatives Committee is expressly set forth in these Bylaws, the Member Representatives 
Committee may adopt such additional procedures, not inconsistent with these Bylaws, as it 
deems appropriate, subject to review and disapproval by the Board. 

ARTICLE X. 
OTHER COMMITTEES AND SUBCOMMITTEES 

Section 1. Committees of the Corporation.  In addition to those committees 
specified by these Bylaws, to which the Board shall appoint members in accordance with the 
requirements of these Bylaws, the Board may by resolution create standing committees of the 
Corporation; and may in addition by resolution appoint such committees, subcommittees, task 
forces and Sector-specific forums as the Board deems necessary or desirable to carry out the 
purposes of the Corporation. The Board shall appoint standing committees and other 
committees of the Corporation that are representative of Members, other interested parties, and 
the public, that provide for balanced decision-making and that include persons with outstanding 
technical knowledge and experience. All committees, subcommittees, task forces and Sector-
specific forums shall have such scope and duties, not inconsistent with law, as are specified in 
these Bylaws and the Rules of Procedure of the Corporation or otherwise determined by the 
Board. 

ARTICLE XI. 
BUDGETS AND FUNDING 

Section 1. Compensation of the Board and Member Representatives 
Committee.  The Board shall have the right to fix from time to time, by resolution adopted by a 
majority of the Directors and a majority of the Independent Directors then serving as Directors, 
the amount of the annual retainer fee or other compensation to be paid to the Independent 
Directors for their services to the Corporation, including any fees to be paid for each meeting of 
the Board or any Board committee attended by an Independent Director. The Board will 
evaluate the fee or other compensation at least every three years, to ensure that Director 
compensation is appropriate.  No compensation shall be paid to any Management Director, 
Affiliated Director, or any ex officio Director for his or her services on the Board, other than the 
compensation paid to the Management Director for services as CEO of the Corporation. No 
compensation shall be paid by the Corporation to any member of the Member Representatives 
Committee for their his or her services on the Member Representatives Committee.  
Independent Directors shall be entitled to be reimbursed their reasonable out-of-pocket 
expenditures for attending meetings and conducting the business of the Corporation. 

Section 2. Preparation and Adoption of Annual Budget, Business Plan, and 
Funding Mechanism.  The Board shall require the CEO to prepare for Board approval an 
annual business plan and budget for the administrative and other expenses of the Corporation, 
including the expenditures for the fiscal year for any material special projects undertaken by the 
Corporation and reasonable and proper reserves and provisions for contingencies, in 
accordance with all NERC and Commission requirements. If the Corporation might or will be 
performing Non-statutory activities in the budget year, the Board will require that such Non-
statutory activities be budgeted for separately from the activities performed pursuant to the 
Delegation Agreement.  The Board shall further require that a funding mechanism be in place 
for such Non-statutory activities (pursuant to Article XI, Section 3), prior to the approval of any 
Non-statutory activities.  The annual business plan, budget and funding mechanism of the 
Corporation shall be for a fiscal year commencing on January 1 and ending on December 31. 
Each annual business plan, budget, and funding mechanism shall be approved by the Board at 
a regular meeting or a special meeting of the Board duly called for that purpose. The Board 
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shall use reasonable efforts to approve each annual business plan, budget, and funding 
mechanism at a time that allows for timely submittal of the approved annual business plan, 
budget, and funding mechanism to the applicable regulatory authorities. 

Section 3. Criteria for Non-Statutory Funding Mechanisms.  For any authorized 
Non-statutory activities, the Board must approve a funding mechanism, which is authorized and 
approved by the PUCT, which funding mechanism shall recover, over the course of the fiscal 
year, the revenue required to fund the fiscal year Non-statutory activities  

Section 4.Section 3. Comments During Preparation of Annual Business Plan and 
Budget.  In preparing the annual business plan and budget, the Board shall require that the 
CEO post a draft business plan and budget for review and comment by the Members of the 
Corporation and the Member Representatives Committee and the standing committees of the 
Corporation for at least ten (10) days prior to the date of the meeting of the Board at which the 
annual business plan and budget is to be adopted. 

Section 5.Section 4. Modified or Supplemental Budgets.  During the course of a 
fiscal year, the Board may modify any approved budget or develop and approve a supplemental 
budget if determined by the Board to be necessary due to such factors as a shortfall in revenues 
of the Corporation from projected levels, incurred or anticipated expenditures, duties, or new 
projects not provided for in the annual budget, or such other factors as in the judgment of the 
Board warrant modification of the budget for the fiscal year or development of a supplemental 
budget. In preparing a modified or supplemental budget, the Board shall follow the provisions of 
this Article XI, Section 4 to the extent practicable in the judgment of the Board in light of the 
urgency of the circumstances necessitating preparation and approval of the modified or 
supplemental budget. Each modified or supplemental budget shall be approved by the Board at 
a regular meeting or a special meeting of the Board duly called for that purpose. 

Section 6.Section 5. Submission of Annual Business Plans and Budgets to the 
Regulatory Authorities.  Each annual budget, annual business plan, and annual, modified, or 
supplemental budget approved by the Board shall be submitted by the Corporation to the ERO 
and any applicable regulatory authorities for approval in accordance with its regulations, and 
shall not be effective until approved by the applicable regulatory authorities. If ordered to modify 
or remand an annual budget, business plan, or annual, modified, or supplemental funding 
mechanism, the Board shall promptly following such order adopt such modifications to the 
business plan, budget , or funding mechanism as are required or directed by the order of the 
ERO and any applicable regulatory authority. 

 
ARTICLE XII. 

AMENDMENTS TO THE BYLAWS 

Section 1. Amendments to the Bylaws.  These Bylaws may be altered, amended, 
or repealed by a majority vote of both the Board and the Membership at respective meetings of 
the Board and the Members  atMembers at which a quorum is present. Written notice of the 
subject matter of the proposed changes to the Bylaws shall be provided to the Directors and to 
the Members not less than ten (10) nor more than sixty (60) days prior to the date of the 
meeting of the Board or the Members at which the vote is to be taken. Notwithstanding the 
provisions of this Article XIV, the Members of the Corporation voting by Sector shall have the 
right to alter, amend, or repeal Bylaws adopted by the Board and to adopt new Bylaws, provided 
that any such alteration, amendment, or repeal or the adoption of new Bylaws is approved by 
vote of two-thirds of the Sectors at a meeting of Members called for that purpose, or by written 
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consent of two-thirds of the Sectors, where the number of votes for and against the proposed 
alteration, amendment, repeal or adoption of Bylaws shall be determined in accordance with 
Article IV, Section 2. Any alteration, amendment, repeal or adoption of Bylaws shall be subject 
to any applicable requirements for filing with or approval by the ERO or any other applicable 
regulatory authority. 

ARTICLE XIII. 
INDEMNIFICATION; PROCEDURE; DISSOLUTION 

Section 1. Indemnification.  The Corporation shall indemnify each person who at 
any time shall serve, or shall have served, as an officer, Director, employee, or other corporate 
agent of the Corporation, is or was serving at its request as a director, officer, partner, venturer, 
proprietor, employee, agent or similar functionary of another foreign or domestic corporation, 
partnership, joint venture, sole proprietorship, trust, employee benefit plan or other enterprise 
(“Indemnified Parties”), to the full extent from time to time permitted by the Texas Business 
Organizations Code and other applicable law. Such right of indemnification shall inure to the 
benefit of the legal representative of any such Indemnified Party. The foregoing indemnification 
shall be in addition to, and not in restriction or limitation of, any privilege or power that the 
Corporation may have with respect to the indemnification or reimbursement of its Indemnified 
Parties. The Corporation shall also pay or advance reasonable expenses incurred by an 
Indemnified Party in connection with a proceeding in advance of the final disposition of the 
proceeding upon receipt of a written affirmation by the Indemnified Party of a good faith belief 
that the standard of conduct necessary for indemnification under this Article XIII and the Texas 
Business Organizations Code has been met and a written undertaking by or on behalf of the 
officer, Director, or other corporate agent to repay the amount if it shall be ultimately determined 
that the Indemnified Party was not entitled to be indemnified by the Corporation. 

Section 2. Parliamentary Rules.  In the absence of and to the extent not 
inconsistent with specific provisions in these Bylaws, meetings or other actions pursuant to 
these Bylaws shall be governed by procedures that the Board may, from time to time, establish 
by resolution. 

Section 3. Dissolution.  Upon dissolution of the Corporation, in accordance with the 
Certificate of Formation, the remaining assets of the Corporation after payment of debts shall be 
distributed in the manner determined by the Board, provided that, (i) no part of the assets shall 
be distributed to any Director of the Corporation, and (ii) the distribution of assets shall be 
consistent with the requirements of Section 501(c)(3) of the United States Internal Revenue 
Code of 1954. 

ARTICLE XIV. 
CONFLICTS OF INTEREST 

Section 1. Conflicts of Interest. 

(a) Each Independent Director shall have an affirmative duty to disclose to 
the Board or committee (as the case may be) any actual or potential conflicts of interest of the 
Director that arise during his or her tenure as a director Director where, and to the extent that, 
such conflicts or potential conflicts directly or indirectly affect any matter that comes before the 
Board. An Independent Director with a direct or potentially conflicting interest in a matter shall 
recuse himself from deliberations and actions on the matter in which the conflict arises and shall 
abstain on any vote on the matter and not otherwise participate in a decision on the matter.    
Any disclosure of a potential conflict of interest by a Director shall be noted in the minutes of the 
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Board meeting at which the direct interest is disclosed. Mere attendance at the meeting, without 
participating in discussion of the issue raising the potential conflict, shall not constitute 
participation. 

(b) The Corporation may not make any loan to a Director, committee member 
or officer of the Corporation. A Member, Director, officer, or committee member of the 
Corporation may not lend money to, or otherwise transact business with, the Corporation except 
as otherwise provided by these Bylaws, the Certificate of Formation, and applicable law. A 
related party transacting business with the Corporation has the same rights and obligations 
relating to those matters as other persons transacting business with the Corporation, provided 
the related party nature of the transaction is known to the Board. The Corporation may not 
borrow money from, or otherwise transact business with, a Member, Director, officer, or 
committee member of the Corporation unless the transaction is described fully in a legally 
binding instrument and is in the Corporation’s best interests. The Corporation may not borrow 
money from, or otherwise transact business with, a Member, Director, officer, or committee 
member of the Corporation without full disclosure of all relevant facts and without the Board’s 
approval, not including the vote of any person having a personal interest in the transaction. 

Section 2. Prohibited Acts.  No Member, Director, officer, or committee member of 
the Corporation may do any of the below-listed prohibited acts. Performance of these prohibited 
acts may lead to sanction, suspension, expulsion or termination after a hearing as described in 
these Bylaws.  The prohibited acts include the following:  

(a) Do any act in violation of these Bylaws. 

(b) Do any act in violation of a binding obligation of the Corporation except 
with the Board’s prior approval. 

(c)  Do any act with the intention of harming the Corporation or any of its 
operations. 

(d) Receive an improper personal benefit from the operation of the 
Corporation. 

(e) Use the Corporation’s assets, directly or indirectly, for any purpose other 
than carrying on the Corporation’s business. 

(f) Wrongfully transfer or dispose of Corporation property, including 
intangible property such as goodwill. 

(g) Use the Corporation’s name (or any substantially similar name) or any 
trademark or trade name adopted by the Corporation, except on behalf of Corporation in the 
ordinary course of its business or as a reference to the Corporation or its region. 

(h) Disclose any of Corporation’s or Members’ business practices, trade 
secrets, or any other confidential or proprietary information not generally known to the business 
community to any person not authorized to receive it.  

Section 3. Loans and Guarantees.  Neither participation in the activities of the 
Corporation nor any provision of these Bylaws or of the Certificate of Formation shall be 
deemed to constitute a pledge or loan of the credit of any Member for the benefit of the 
Corporation or a guarantee by any Member of any obligation of the Corporation. 

AEP-ETT Comments
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ARTICLE XV. 
BOOKS AND RECORDS; AUDIT; FISCAL YEAR 

Section 1. Access to Books and Records.  All Members of the Corporation will 
have access to the books and records of the Corporation, including financial statements and 
budgets; however, the Board shall establish procedures by which a Member, upon written 
demand stating the purpose of the demand may examine and copy the books and records of 
the Corporation. If necessary to protect the confidential information of the Corporation, a 
Member requesting examination of any of the Corporation’s non-public books and records may 
will be required to sign a confidentiality and non-disclosure agreement before viewing such 
information. The procedures shall include policies that provide reasonable protection against the 
unnecessary disclosure of information related to individual employees, including their 
compensation. 

Section 2. Audit.  At least annually, an audit of the financial statements of the 
Corporation shall be performed by the Auditor approved by the Board. The Auditor’s opinion and 
the audited financial statements will be made available to all Members as described in Article 
XV, Section 1. 

Section 3. Fiscal Year.  The fiscal year of the Corporation shall be from January 1 
through the following December 31, unless otherwise established by resolution of the Board. 
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Vincent, Susan

From: kmfox@aep.com
Sent: Tuesday, September 01, 2009 8:47 AM
To: Texas Regional Entity Information
Cc: rdrana@aep.com; Crowder, Calvin; jnhuerta@aep.com; tkness@aep.com; 

pbjohnson@aep.com; Ross, C. Richard
Subject: Comments from AEP and ETT on TRE Bylaws
Attachments: TexasRE_Bylaws_Draft_with AEP comments_31AUG2009.doc

 
Attached for TRE consideration are redline comments and additions (highlighted in blue) from AEP and ETT concerning 
the TRE Bylaws. AEP and ETT are members of the TexasRE and submit the following comments on the proposed Texas 
Regional Entity bylaws. The companies can summarize our comments as follows:  

 AEP and ETT support TexasRE's effort to revise its bylaws to function as a legally separate corporation.  
 AEP  and ETT are supportive of the changes moving to a hybrid board. AEP and ETT believe that a hybrid Board 

comprised of independent Directors and elected representatives from the industry sectors is a better structure for 
the TexasRE board.  The hybrid Board with stakeholders participation at the Board level will increase: 1) the 
Board’s understanding of the complexities associated with the planning and operation of the Texas bulk electric 
system in decision making, 2) close interaction with the stakeholders that will strengthen the collaborative 
partnership between members and the Board, and 3) responsiveness of the members. Stakeholders 
representatives as part of the Board will bring valuable experience in planning and operating the Texas bulk 
electric system  Furthermore, this structure is consistent with other Regional Entities. The other six Reliability 
Entities (REs) under NERC, excluding TexasRE, have either a FERC-approved stakeholder or a hybrid Board. 
 AEP and ETT also support industry participation in the appropriate committees, while taking steps to balance the 
voting rights of stakeholders with a good governance practice of ensuring that independent members have a high 
degree of influence.  

 The Members Committee Sectors should have the opportunity to elect a sector alternate for the two sector 
members in the event a sector member cannot attend a meeting or the alternate can replace the sector member 
representative in the event that a sector member resigns or cannot complete their obligation as sector member 
representative. The sector alternate is a good training position; provides for more members to share 
representation for their sector; reduces risk in the event something happens to a sector representative.  

 
AEP and ETT appreciate the opportunity to comment and look forward to further discussion on the structure of the 
TexasRE board.  
 
Regards, Kip  
Kip Fox 
American Electric Power Company 
 
214-777-1063 office  
8-777-1063 audinet 
972-400-1384 cell 
 
The information contained within is intended for specific individual and specific purpose, and is protected by law. If you are 
not the intended recipient, you should delete this message.  
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Vincent, Susan

From: Unruh, Julie L [Julie.L.Unruh@conocophillips.com]
Sent: Tuesday, September 01, 2009 2:44 PM
To: Texas Regional Entity Information
Subject: proposed bylaws for Texas RE
Attachments: TexasRE_Bylaws_Draft_for_Comments_20AUG2009.doc

Article III, Section 2 (p. 4) contains a reference to "Article III, Section A" in the second line of that section.  There does not 
appear to be a Section A in Article III. 
 

From: Texas Regional Entity Information [mailto:information@texasre.org]  
Sent: Friday, August 21, 2009 8:54 AM 
Subject:  

Ladies and Gentlemen: 
  
Proposed Bylaws for a legally separate Texas RE are attached for your review and final comments.  This 
document is also posted on the Texas RE website in the "Under Review" section.  The redlines in this version 
of the Bylaws reflects  the changes made (to the Bylaws that were sent out and posted on the Texas RE 
website in July) during the Texas RE Board of Directors meeting on Monday August 17th.   
 
The primary changes made to the Bylaws at the Board meeting include: 
 

1.       The possible performance of Protocol compliance activities by Texas RE has been removed (from the 
general purpose and the budgeting sections); 

2.       Two Affiliated Directors (selected by the Member Representatives Committee) were added to make 
the Board hybrid, one independent director was removed, and the CEO is now a voting director 
 (a Board quorum requires 3 Independents as well as a majority of the Directors);  and 

4.       Sectors have been added for both Municipal and Cooperative Utilities, and the sectors have been 
removed for Distribution (since the coop sector covers these entities), Governmental, and the BPS 
 owner, operator, or user sector (if only NERC compliance is performed only registered entities need to 
be members and vote) – giving a total of 6 sectors. 

 
Please send all comments or requested modifications to Information@texasre.org by  
Wednesday, September 2nd.  Comments received by us will be included in the Board materials that will be 
posted and send out on Thursday, September 3rd.   You must send written comments to 
information@texasre.org by September 2nd to have your comments or input considered at the September 
14th Board meeting.  The Board intends to vote on the Bylaws at the September 14th Board meeting.   
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Proposed Separation Plan [September 4, 2009] 
 
Topic Issue Details Tentative  Complete 
Initial Governance Decisions   
 Legal separation from 

ERCOT 
Texas RE Board decision 6/15/09  

 Board Composition • 4 independent directors & Texas RE CEO  
• PUCT Chair and OPUC Public Counsel (ex 

officio non-voting)  
• 2 Affiliated (MRC chair & vice chair) 

 

8/17/09  

 Membership Sectors • Transmission  
• Generation  
• System  Coordination  
• LSE/PSE  
• Municipal Utility  
• Cooperative Utility 

 

8/17/09  

 Corporate name & Non-
profit status 

Texas Regional Entity 
501(c)(3) 

11/1/2009  

Prepare for governance and legal changes   
 Bylaws Draft and obtain comments on 1st draft  7/20/09 to   

8/17/09 
 

  Review comments on revised 2nd draft 8/20/09 to 
9/14/09 

 

  Board Vote on bylaws draft (for submission to FERC 
as pre-filing)  

9/14/2009  

  Confirm membership acceptance  November 
2009 

 

 Delegation Agreement Prepare delegation agreement modifications, per 
new bylaws – send out for comments 

9/24/09  

 Obtain input from 
regulators 

• PUCT (Executive Director, Chairman, Legal 
counsel) 

On-going  

  • NERC (CEO, General Counsel) On-going  
  • FERC (OER, OE, GC, and Chairman)  6/10/2009 October 

Pre-filing  
 Find Directors • Retain search firm November 

2009 
 

Prepare for Separate Operations     
 Texas RE policies and 

procedures 
Develop and adopt any needed additions On-going  

 Protocol Compliance Transition Protocol compliance files and activities 
with PUCT 

November  

 ERCOT equipment and 
administrative services  

Transition 
• Human Resources and Benefits 
• Membership services  
• Finance (accounting, treasury, etc.)  
• Information Technology 

Planning 
on-going 

 

 Transition contracts 
and other services 

Transition contracts, equipment, software, etc.  December 
2009 

 

 



 
 
 
 
 
 

 
ITEM 7 – BOD FUTURE AGENDA ITEMS [SEPTEMBER 2009]  PAGE 1 OF 1 PUBLIC  

 

 

 
Texas Regional Entity  

Board of Directors  
Future Agenda Items - September 2009 

 

Item Meeting 

1. Discuss Proposed Bylaws Modifications, if Needed November 2009 

2. Discuss Proposed Delegation Agreement Modifications November 2009 

3. Discuss Texas RE Management Succession Plan November 2009 

4. Review and Approve 2010 Goals & Objectives November 2009 

5. Select Financial Auditor for 2009 Financials November 2009 

6. Select an Independent Auditor for the TRE Annual Financial 
Audit 

November 2009 

7. Distribute Board Self-Survey November 2009 

8. Elect Board Chair and Vice Chair February 2009 

10. Evaluate CEO/CCO performance against goals and objectives February 2009 

11. Interview and recommend to the Board the hiring and 
reaffirmation of the Texas RE CEO 

February 2009 

12. Review and approve compensation plan for CEO/CCO for 
implementation in April 

February 2009 

13. Distribute Committee Self-evaluation Survey February 2009 

14. Review scope of annual financial audit February 2009 

15. Review Committee Self-evaluation survey February 2009 

16. Review Texas RE’s general compensation and benefits 
programs 

February 2009 

17. Consider Board Training Needs February 2009 

 


	Item 0 - Board Agenda 14SEP2009.pdf
	Board of Directors Meeting
	Room 206, 7620 Metro Center Drive, Austin, Texas
	September 14, 2009 at 12:30 p.m.**

	Item 2-Texas_RE BOD Minutes_17AUG2009_DRAFT
	Room 206, Met Center, 7620 Metro Center Drive, Austin, Texas 78744
	August 17, 2009
	Directors
	Segment Alternates
	Other Attendees
	Call to Order
	Approval of Previous Minutes
	CEO Report
	Chair Newton asked the Directors if they had any questions regarding any of the monthly Texas RE operating reports.  Michehl Gent requested that Texas RE contact Luminant and other QSEs regarding their SCPS2 scores because of lack of performance.  Jef...
	Chair Newton expressed frustration with the status of PRR 822.  Dr. Patton questioned the ERCOT working group process.  Don Ballard stated that he would recommend that a process be put in place whereby the ERCOT Board could enact a PRR without any oth...
	Review Draft Bylaws for Separation and Comments
	Future Agenda Items
	Chair Newton requested feedback on the revised draft bylaws be included in upcoming Board and Committee meetings. Mark Armentrout asked Texas RE staff to include a one page plan for separation of Texas RE from ERCOT.  Miguel Espinosa noted that the Bo...
	Adjournment


	Item 4a - TRE Compliance Report (September 14 2009) Final
	Texas Regional Entity Compliance Report
	Overview
	August 2009 ERCOT’s CPS1 Monthly Performance
	Analysis of CPS1 Monthly Performance
	July 2009 Resource Plan Performance Metrics for Non-Wind Only QSEs
	July 2009 Resource Plan Performance Metrics for Wind Only QSEs
	Analysis of July 2009 Resource Plan Performance Metrics for Wind Only QSEs
	Texas RE Upcoming Workshops
	Texas RE Stakeholder Outreach
	NERC Standards Self-Certification Update
	Nodal Regulatory Requirements Update
	Nodal Regulatory Requirements Update- (Continued)
	PRR – 822 Removing Access to Restricted Computer Systems, Control Systems and Facilities 

	Item 4b - Violation Tracking Report (September 2009)Public
	Item 4c_TexasRE Standards_Report (September 2009)
	Texas Regional Entity�Standards Report
	SAR-003 Regional Standard BAL-001-TRE

	Item 5a - TRE Financial Report 14Sep2009 rev
	Texas Regional Entity�Financial Report
	August 2009 Financial Report

	Item 5b-Approval_Bylaws_Combined.docx
	Item 5b-Approval_of_Draft_Bylaws_decision_Final
	Issue:
	Background/History:
	Key Factors Influencing Issue:
	Alternatives:
	Conclusion/Recommendation:

	Item 5b - Exhibit A_Approve_TexasRE_Bylaws
	Article I. DEFINITIONS
	Section 1. Definitions.  The capitalized terms used in these Bylaws of Texas Regional Entity, Inc. (the “Corporation” or “Texas RE”), shall have the meanings set forth below, or if not set forth below, shall have the meanings given them in the NERC Rules of Procedure.
	(a) “Affiliate” means any entity controlling, controlled by or under common control with the entity under consideration, and includes any entity (i.e., any commercial enterprise) in any of the following relationships: (i) an entity that directly or indirectly owns or holds at least five percent of the voting securities of another entity, (ii) an entity in a chain of successive ownership of at least five percent of the voting securities of another entity, (iii) an entity which shares a common parent with or is under common influence or control with another entity or (iv) an entity that actually exercises substantial influence or control over the policies and actions of another entity. Evidence of influence or control shall include the possession, directly or indirectly, of the power to direct or cause the direction of the management and/or policies and procedures of another, whether that power is established through ownership or voting of at least five percent of the voting securities or by any other direct or indirect means. In cases where the level of control or influence is disputed, the Board shall have discretion to determine whether or not the entities are Affiliates of one another. Membership in Texas RE shall not create an affiliation with Texas RE.
	(b) “Board” means the Board of Directors of the Corporation.
	(c) “Bulk Power System” or “BPS” means facilities and control systems necessary for operating an interconnected electric energy transmission network (or any portion thereof) and facilities generating electric energy as needed to maintain transmission system reliability, but does not include facilities used in the local distribution of electricity.
	(d) “Commission” or “FERC” means the Federal Energy Regulatory Commission.
	(e)  “Delegated Authority” means the authority delegated by NERC to the Corporation to propose and enforce NERC Reliability Standards and perform other reliability-related activities in the ERCOT Region under the Delegation Agreement executed by NERC and the Corporation and approved by FERC, pursuant to Section 215 of the Federal Power Act (16 U.S.C. §824n). 
	(f) Delegation Agreement means the agreement between the Corporation and NERC and approved by the Commission which describes the Delegated Authority and may be amended from time to time. 
	(g) “Electric Reliability Organization” or “ERO” means the organization that is certified by the Commission pursuant to Section 39.3 of its regulations, and has received recognition by appropriate regulatory authorities in Canada and Mexico, as applicable, to establish and enforce Reliability Standards for the Bulk Power Systems of the respective countries and that has entered into a delegation agreement with the Corporation pursuant to which the Electric Reliability Organization delegates enforcement authority for Reliability Standards for the Bulk Power System in the ERCOT Region.  NERC was certified as the ERO on July 20, 2006.
	(h) “ERCOT Region” means the geographic area and associated transmission and distribution facilities that are not synchronously interconnected with electric utilities operating outside the jurisdiction of the Public Utility Commission of Texas.   
	(i) “Independent Director” means a person who is not (a) an officer or employee of the Corporation; (b) a NERC Registered Entity or Member or an officer, director, or employee of a Member of the Corporation; or (c) an officer, director, or employee of any company or entity that would reasonably be perceived as having a direct financial interest in the outcome of Board decisions and who does not have a relationship that would interfere with the exercise of independent judgment in carrying out the responsibilities of a Director, as more specifically described in Article IV of these Bylaws.
	(j) “Member” means a member of the Corporation pursuant to Article II of these Bylaws.
	(k) “PUCT” means the Public Utility Commission of Texas.
	(l) “NERC” means North American Electric Reliability Corporation, the entity certified by FERC as the ERO on July 20, 2006. 
	(m) “NERC Rules of Procedure” means the Rules of Procedure that are adopted by NERC and approved by the Commission.
	(n) “Regional Entity” means an entity with a Delegation Agreement with NERC, as ERO , including the following organizations, in addition to Texas Regional Entity: Florida Reliability Coordinating Council (FRCC), Midwest Reliability Organization (MRO), Northeast Power Coordinating Council (NPCC), ReliabilityFirst Corporation (RFC), Southeastern Electric Reliability Council (SERC), Southwest Power Pool (SPP), and Western Electricity Coordinating Council (WECC). 
	(o) Regional Reliability Standard means a standard for the ERCOT Region that is proposed and approved in accordance with the Texas RE Standards Development Process, as set forth in Exhibit C to the Delegation Agreement, and either, (i) sets more stringent reliability requirements than a national Reliability Standard, or (ii) covers matters not covered by a national Reliability Standard.
	(p) “Registered Entity” means an entity that is registered with NERC and listed on the NERC Compliance Registry (available at www.nerc.com). 
	(q) “Reliability Standard” means a requirement to provide for Reliable Operation of the Bulk-Power System,  which is approved by NERC and the Commission, pursuant to Section 215 of the Federal Power Act an all amendments thereto.  This term includes requirements for the operation of existing Bulk-Power System facilities, including cybersecurity protection, and the design of planned additions or modifications to such facilities to the extent necessary to provide for Reliable Operation of the Bulk-Power System. 
	(r) “Reliable Operation” means operating the elements of the Bulk Power System within equipment and electric system thermal, voltage, and stability limits so that instability, uncontrolled separation, or cascading failures of the Bulk Power System will not occur as a result of a sudden disturbance, including a cybersecurity incident, or unanticipated failure of system elements.
	(s) “Sector” means a group of Members of the Corporation that are Bulk Power System owners, operators, or users, as defined in Article III, Section 4 of these Bylaws. Each Sector shall constitute a class of Members for purposes of Chapter 22 (Nonprofit Corporations) of the Texas Business Organizations Code.


	Article II. PURPOSE
	Section 1. General Purpose.  The purpose of the Corporation is to preserve and enhance reliability in the ERCOT Region.  In furtherance of this goal, the Corporation will:
	(a) Perform Reliability Standards development, compliance monitoring, compliance enforcement, and other related activities as a Regional Entity, pursuant to 16 U.S.C. §824n, in accordance with the Corporation’s Delegation Agreement with NERC;
	(b) Carry out other activities as set forth in the Delegation Agreement, the NERC Rules of Procedure, or as otherwise required or requested by NERC, in support of the Delegated Authority, including but not limited to organization registration and certification, reliability assessment and performance analysis, training and education, and situational awareness and infrastructure security; and
	(c) Engage in any other lawful act or activity that is not in conflict with the Corporation’s duties as a Regional Entity and for which non-profit corporations may be organized under the Texas Non-Profit Corporations Act.

	Section 2. Non-Profit Corporation.  The Corporation is a Texas non-profit corporation.
	Section 3. Geographic Area.  The Corporation will perform its operations primarily within the ERCOT Region.  The ERCOT Region includes 200,000 square miles, 85% of Texas load, and 75% of Texas land area (does not include the Panhandle, El Paso area, and 2 areas of East Texas). The ERCOT Region includes the following Texas cities and towns: Dallas, Ft. Worth, Houston, San Antonio, Austin, Paris, Tyler, Nacogdoches, Lufkin, Bryan, College Station, Corpus Christi, Harlingen, Brownsville, Laredo, Brownwood, San Angelo, Abilene, Midland, Odessa, Fort Stockton, Monahans, Snyder, Vernon, Wichita Falls, Denton, Garland, Greenville, Waco, Temple, Killeen, Weatherford, and Graham, and does not interconnect synchronously across state lines to import or export power with neighboring reliability regions.

	Article III. MEMBERSHIP
	Section 1. Members.  The Corporation is a membership corporation. Membership in the Corporation is voluntary and is open to any entity  that is a  user, owner or operator of the ERCOT Region Bulk Power System, registers with the Corporation as a Member, maintains its registration in accordance with this Article III, and complies with the other conditions and obligations of membership specified in these Bylaws.  All Members must qualify and be registered in one of the Sectors defined in Article III, Section 4.  Membership in the Corporation is not a condition to participating in the development or consideration of proposed Regional Standards. 
	Section 2. Registration as a Member.  Any entity that is eligible to be a Member of the Corporation in accordance with Article III, Section 1 may become a Member by completing and submitting to the secretary of the Corporation a membership registration on a form prescribed by the Corporation. The Member shall designate one representative and an alternative representative with authority to receive notices, cast votes, and execute waivers and consents on behalf of the Member. The secretary of the Corporation shall maintain a current roster of the Members of the Corporation including each Member’s designated representative and alternative representative. From time to time, the Board shall establish a date by which Members shall submit their registration renewals. All Members shall be required to renew their registrations annually and within 30 calendar days of a request by an officer of the Corporation, using a registration renewal form prescribed by the Corporation. The secretary of the Corporation shall remove from the roster of Members of the Corporation any Member that has not submitted a registration renewal within 30 days following a date established by the Corporation. The secretary shall inform any Member that is removed from the roster of Members of such removal, by sending notice to such former Member’s last known address on the records of the Corporation.
	Section 3. Obligations and Conditions of Membership.  
	(a) Members must agree to promote, support, and comply with Reliability Standards, comply with the ERCOT region market rules, and assist the Corporation in its compliance with the terms and provisions of the Corporation’s Delegation Agreement with NERC. Each Member shall agree, in writing, to accept the responsibility to comply with policies of NERC and the Corporation as set forth in their respective certificates of formation, bylaws, rules of procedure, and Reliability Standards, as applicable, as from time to time adopted, approved, or amended.
	(b) As an additional condition of membership in the Corporation, each Member shall be required to execute an agreement with the Corporation, in a form to be specified by the Corporation, that such entity will hold all Directors, officers, employees, and agents of the Corporation, as well as volunteers participating in good faith in the activities of the Corporation, harmless for any injury or damage caused by any act or omission of any director, officer, employee, agent, or volunteer in the course of performance of his or her duties on behalf of the Corporation, other than for willful acts of misconduct.
	(c) Consistent with applicable laws and regulations, Members must share nonproprietary information at the Corporation’s request as necessary for the furtherance of the Corporation’s activities and consistent with NERC, PUCT, or any other applicable rules relating to confidentiality.

	Section 4. Membership Sectors.  Each Member shall elect to be assigned to one of the following membership Sectors:
	(a) System Coordination and Planning:  An entity that is registered with NERC as a Reliability Coordinator (RC), Balancing Authority (BA), Planning Authority (PA), Resource Planner (RP), or Interchange Authority (IA).
	(b) Transmission: An entity that is registered with NERC as a Transmission Owner (TO), Transmission Planner (TP), Transmission Service Provider (TSP), and/or Transmission Operator (TOP). 
	(c) Cooperative or River Authority Utility: An entity that is (a) a corporation organized under Chapter 161 of the Texas Utilities Code or a predecessor statute to Chapter 161 and operating under that chapter; or (b) a corporation organized as an electric cooperative in a state other than Texas that has obtained a certificate of authority to conduct affairs in the State of Texas; or (c) a cooperative association organized under Tex. Rev. Civ. Stat. 1396-50.01 or a predecessor to that statute and operating under that statute; or (d) a River Authority as defined in Tex. Water Code §30.003 that is registered with NERC for at least one registered function.  . 
	(d) Municipal Utility: An entity that owns or controls transmission or distribution facilities, owns or controls dispatchable generating facilities, or provides retail electric service and is a municipally owned utility as defined in PURA §11.003 and is registered with NERC for at least one registered function.
	(e) Generation: An entity that is registered with NERC as a Generator Owner (GO) or Generator Operator (GOP). 
	(f) Load-Serving and Marketing:  An entity that is registered with NERC as a Load Serving Entity (LSE), a Purchasing-Selling Entity, or any newly defined NERC Function for demand response. 

	Section 5. Participation.  
	(a) There is only one level of Membership, and no company or entity may simultaneously hold more than one Membership.  
	(b) Members must qualify in and join a Sector.  
	(c) A Member that is eligible for more than one Sector may join only one Sector and it must be the most appropriate Sector for its business.  Any disputes regarding appropriateness of a Member’s Sector will be decided by a majority vote by the Board. 
	(d) A company or entity that is an Affiliate of a Member may hold a separate membership in a different Sector, so long as the legal entities have different NERC Compliance Registry Numbers under which they are currently registered for the applicable NERC Function.  
	(e) A Member must continue to vote in the same Sector for a minimum of one year or until it is no longer eligible to remain in such Sector, and it must give notice to the Corporate secretary when it elects or is required to change Sectors.
	(f) The Board may review the Sector qualification of any Member and may determine that a Member does not qualify for, and require them to change Sectors.
	(g) A Member who is no longer eligible or not in good standing may not vote on any matters that require membership.

	Section 6. Membership Fees.  Members must pay an annual Membership Fee of $250, to offset the expenses of membership qualification, coordination, and meetings, unless the Board waives the fee for any Member for good cause shown.  The Board may agree to change the amount or frequency of the Membership Fee, from time to time, by majority vote. 
	Section 7. Term of Membership.  Membership in the Corporation must be renewed on an annual basis and will only be retained as long as a Member meets its respective qualifications, obligations, and conditions of membership as set forth in these Bylaws. Membership is conditioned on the annual payment of Membership Fees, unless the Membership Fees are waived by the Board for good cause shown, as determined in the Board’s sole discretion. 
	Section 8. Removal.  No Member or Member representative may be sanctioned, expelled or suspended and no membership in the Corporation may be terminated or suspended except pursuant to a procedure that is fair and reasonable and is carried out in good faith. The Board may, by resolution, establish a procedure to terminate, expel, suspend, or sanction a Member following notice to the Member and exercise of appropriate due process procedures and a determination by the Board in its sole discretion that in its judgment the Member has violated its obligations and responsibilities to the Corporation.  In the event that the Board does not adopt procedures, the following procedures shall apply:
	(a) Written notice. Written notice of intent to terminate, expel, suspend or sanction a Member shall be delivered at least twenty (20) days in advance of the date when a hearing will be held to determine whether the Member shall be expelled, suspended, terminated or sanctioned. Such notice shall set forth the reasons therefore. Said notice must be given by facsimile (receipt confirmed), e-mail (receipt confirmed) or first class or certified mail sent to the last address of the Member to be expelled, suspended, terminated or sanctioned, as shown in the Corporation’s records.
	(b) Hearing. An opportunity shall be provided for the Member receiving such notice to be heard by the Board at the hearing, orally and in writing. The Member shall be entitled to have counsel present, and to participate in the hearing, at its own expense, and to present and cross-examine any witnesses. 
	(c) Liability. A Member which has been sanctioned, expelled, terminated or suspended shall remain liable to the Corporation for fees as a result of obligations incurred or commitments made prior to sanction, expulsion, termination or suspension.
	(d) Challenges. Any proceeding challenging an expulsion, suspension, sanction or termination, including a proceeding in which defective notice is alleged, may be submitted to the Board in writing within one year after the effective date of the expulsion, suspension, sanction or termination. If the Board determines to hear such challenge, it shall notify the Member and such proceeding will be subject to the hearing requirements described in subsection (b) above of this Section 8.

	Section 9. Resignation.  Any other provision of these Bylaws notwithstanding, any Member may withdraw from participation in the activities of the Corporation at any time upon written notice to the chief executive officer or president, whereupon it shall cease to be a Member, and its representatives shall cease to be entitled or obligated to participate in the activities of the Board or any activities requiring membership. 
	Section 10. Reinstatement.  A former Member may submit a written request for reinstatement of Membership. The Board will reinstate the Membership unless the entity does not meet the Membership qualifications set forth in these Bylaws.

	Article IV. BOARD OF DIRECTORS
	Section 1. Board of Directors.  The business and affairs of the Corporation shall be managed by the Board. The Board shall consist of (i) four (4) Independent Directors who are nominated and elected in accordance with the requirements and procedures specified in this Article IV (the “Independent Directors”); (ii) the Chairman of the PUCT or another PUCT Commissioner designated by the Chairman, as an ex officio non-voting member; (iii) Texas Public Counsel, from the Office of Public Utility Counsel, as an ex officio non-voting member, representing the interests of residential and small commercial electricity consumers; (iv) the CEO of the Corporation as a voting member; (v) the chair of the Member Representatives Committee as a voting member; and (vi) the vice chair of the Member Representatives Committee as a voting member. The Directors who are the chair and vice chair of the Member Representatives Committee will be referred to herein as “Affiliated Directors.”  Each Director and Affiliated Director, excluding the non-voting members of the Board, shall have one (1) vote on any matter brought before the Board for a vote. All Directors are expected to serve the public interest and to represent the reliability concerns of the entire ERCOT Region Bulk Power System.
	Section 2. Independent Directors.  The Independent Directors shall be elected, shall have the qualifications specified, and shall serve in the manner provided in this Section.
	(a) Qualifications:
	(1) Experience in one or more of these fields: senior corporate leadership; professional disciplines of finance, accounting, engineering, bulk power systems, or law; regulation of utilities; and/or risk management. 
	(2) Independence of any NERC registered entity, ERCOT ISO, and any ERCOT Region Market Participant.  Requirements of independence include but are not limited to the following:   
	(i) Independent Directors and the immediate family (any spouse, mother, father, sibling, or dependent, and any spouse of mother, father, or sibling and including any step and adoptive parents, siblings or children) and household members of Independent Directors and their spouses shall not have current or recent status (within the last two years) as a director, officer or employee of an ERCOT Region NERC Registered Entity or ERCOT Region Market Participant.
	(ii) Independent Directors and immediate family and household members of Independent Directors shall not have current status  as a director, officer or employee of a non-ERCOT Region NERC Registered Entity.
	(iii) Independent Directors and immediate family and household members of Independent Directors shall not have direct business relationships, other than retail customer relationships, with any NERC Registered Entity or Market Participant.
	(iv) To the extent that an Independent Director or his or her spouse, dependent child, or any other household member owns stocks or bonds of NERC Registered Entities or Market Participants, these must be divested or placed in a blind trust prior to being seated on the Board.
	(v) Independent Directors shall not have any relationship that would interfere with the exercise of independent judgment in carrying out the responsibilities of a Board member, including the Delegated Authority.
	(vi) Other criteria as approved by the Board.


	(b) Term.  Except for the Initial and originally elected Directors, the term for Independent Directors shall be staggered three year terms. An Independent Director may be elected for up to three consecutive terms.  Notwithstanding the foregoing, the Initial Directors, who are the Directors seated for formation of the Corporation, will serve only until the first membership meeting of the Corporation, which term shall not exceed six (6) months.  If an Initial Director is qualified to be an Independent Director and elected by the membership, such Director’s initial term shall not be counted for purposes of term limits.  For the originally elected Directors, two positions will have three year terms and two positions will have two year terms.  The term for the Affiliated Directors who are chair and vice chair of the Member Representatives Committee shall be one year, and the terms of the ex officio Directors will not expire.
	(c) Selection.  
	(1) Except as described below for the selection of the Independent Directors to serve as Initial Directors, the Board shall appoint, on an annual basis, or more frequently if needed in the event of a special election pursuant to this subsection, a nominating committee (the “Nominating Committee”) to recommend candidates (i) to succeed the Independent Directors whose terms expire during the current year and (ii) to serve the remainder of the term of any Independent Director who ceased to serve as a Director subsequent to the last annual election of Directors. The Nominating Committee shall consist of all Directors whose terms do not expire during the current year and such number of other persons with such qualifications as the Board shall specify, provided that the Independent Directors plus the Management Director shall constitute a majority of the voting members of the Nominating Committee.  For the selection of Independent Directors to be seated as Initial Directors, the Nominating Committee shall consist of the Management Director, the ex officio Directors, two Unaffiliated Directors from the ERCOT Board of Directors, and two registered entity representatives who are  selected by the ERCOT Board of Directors.
	(2) The Nominating Committee may retain an executive search firm to locate and present candidates with the required qualifications, as set forth in Article IV, Section 2(a). 
	(3) The Nominating Committee shall interview the qualified candidates and select and nominate, by at least a two-thirds majority, qualified candidate(s) consistent with the objectives that the Board as an entirety shall reflect expertise in the areas of technical electric operations and reliability, legal, senior corporate leadership, financial, risk management, and regulatory matters, and familiarity with regional system operation issues in the ERCOT Region to present to the Membership for its approval.  For the selection of the Independent Directors to serve as Initial Directors, the Nominating Committee will, following the interview process, select the Independent Directors that will serve as the initial Directors.
	(4) Except for the selection of Independent Directors to serve as the Initial Directors, the Membership shall vote by Sector as described in Article V in favor or against the proposed Independent Director(s).  A proposed Independent Director who is approved by a majority of the Sectors shall become an Independent Director. 

	(d) Director Voting Weights. All voting Directors shall have a single vote each.
	(e) Alternates and Proxies. Independent Directors may designate another Independent Director as a proxy if unable to attend a Board meeting. Ex officio Directors may designate a selected proxy or an alternate representative who may attend meetings in the absence of such Director. The chair and vice chair of the Member Representatives Committee may designate each other or may designate an Independent Director as their proxy if unable to attend a Board meeting.

	Section 3. Appointment of Management Director.  The president and chief executive officer (CEO) of the Corporation shall serve as the Management Director of the Corporation, effective as of the date of his or her appointment by the Board as CEO of the Corporation in accordance with these Bylaws, to serve until such time that he or she ceases to hold the position of CEO. No action of the Members of the Corporation shall be required in connection with the appointment of the CEO as the Management Director of the Corporation.
	Section 4. Chair and Vice Chair. Annually, the Board shall elect from the Board’s membership, by resolution of the Board, a Chair and a Vice Chair. The Chair and Vice Chair shall each be one of the Independent Directors. 
	Section 5. Vacancies and Removal.  Should any vacancy on the Board arise from the death, resignation, retirement, disqualification, or removal from office of any Director, or from any other cause, such vacancy shall be filled by electing a Director at the next annual election of Directors to fill the remainder, if any, of the term of the departed Director. Provided, that the Board by resolution may in its discretion call a special election to fill any such vacancy for the remainder, if any, of the term of the departed Director. A Director may be removed with or without cause at any time by whomever had the right to appoint such Director (for ex officio Directors), or for the elected Independent Directors, by an affirmative vote of sixty percent (60%) of the Members. In addition, the Board may remove a Director for cause, upon at least seventy-five percent (75%) affirmative votes of the eligible, remaining voting Directors. The right to elect Directors may not be assigned, sold, pledged or transferred in any manner.
	Section 6. Committees of the Board. The Board shall by resolution create and appoint all committees of the Board as the Board deems necessary to perform its responsibilities. All committees of the Board shall have such duties as are prescribed and delegated by the Board. Committees to which any of the authority of the Board to manage the Corporation is delegated must have at least two members, and a majority of the members of the committee must be Directors.

	Article V. MEETINGS OF MEMBERS OF THE CORPORATION
	Section 1. Annual and Other Meetings of Members.  
	(a) An annual meeting of the Members for the election of Directors and to conduct such other business as may come before the meeting shall be held on or about December 1 of each year or as soon thereafter as is reasonably practicable. 
	(b) Meetings of Members of the Corporation may be called for any purpose or purposes by resolution of the Board, by the chair of the Board, the CEO or the secretary of the Corporation, or by a number of Members constituting at least ten (10) percent of all Members on the roster of Members maintained by the secretary of the Corporation, which number shall include Members in at least three of the Sectors. Meetings of Members shall be held at the principal office of the Corporation or at such other place fixed by the Board as shall be specified in the notice of meeting. Meetings shall be called upon written notice of the time, date, place, and purposes of the meeting given to all Members on the roster of Members maintained by the secretary of the Corporation not less than ten (10) nor more than sixty (60) days prior to the date of the meeting.  Only Members in good standing with the Corporation, as determined by the Board, have the right to vote at any meeting of the Members.  Further, if at any point a Member no longer meets the qualifications for the Sector of which it is a member, the Entity may immediately elect to become a member in any Sector for which it does qualify.

	Section 2. Quorum and Voting Requirements for Meetings of Members. At any meeting of the Members of the Corporation, attendance in person or by proxy by a majority of the Members in each of at least two-thirds of the Sectors on the roster of Members maintained by the secretary of the Corporation shall constitute a quorum. 
	(a) Members shall vote by Sector and each Sector shall have one vote.
	(b) Except as otherwise expressly provided in the Corporation’s Certificate of Formation, these Bylaws or applicable law, actions by the Members of the Corporation shall be approved upon receipt of the affirmative vote of a majority of the Sectors of the Corporation at a meeting at which a quorum is present, in person or by proxy.  Each Sector’s vote shall be determined by the affirmative vote of a majority of the members of the Sector voting at the meeting.  

	Section 3. Waivers of Notice of Meetings of Members and Member Meeting Adjournments. Notice of a meeting of Members need not be given to any Member who signs a waiver of notice, in person or by proxy, whether before or after the meeting. The attendance of any Member at a meeting, in person or by proxy, without protesting prior to the conclusion of the meeting the lack of proper notice of such meeting, shall constitute a waiver of notice of the meeting by such Member. When any meeting of Members is adjourned to another time or place, it shall not be necessary to give notice of the adjourned meeting if the time and place to which the meeting is adjourned are announced at the meeting at which the adjournment is taken, and if at the adjourned meeting only such business is transacted as might have been transacted at the original meeting.
	Section 4. Action Without a Meeting of Members.  Any action, required or permitted to be taken at a meeting of Members, may be taken without a meeting if the proposed action is posted to all Members (via email to an email distribution list to which Members may subscribe and by posting on the Corporation website) and consented to in writing by the minimum number of Members that would be required to approve the action at a meeting of the Members at which all Members were present.  The voting in such a circumstance shall be performed in writing, including via email or other electronic means. The Members shall receive written notice of the results within ten (10) days of the action vote, and all written responses of the Members shall be filed with the Corporate records.  The results of such voting will be posted on the Corporation’s website.
	Section 5. Meetings of the Members to be Open.  Notice to the public of the dates, places, and times of meetings of the Members, and all non-confidential material provided to the Members, shall be posted on the Corporation’s website at approximately the same time that notice is given to the Members. Meetings of the Members shall be open to the public, subject to reasonable limitations due to the availability and size of meeting facilities; provided, that the meeting may be held in or adjourned to closed session to discuss matters of a confidential nature, including but not limited to compliance and enforcement matters, personnel matters, litigation, or commercially sensitive or critical infrastructure information of the Corporation or any other entity.  The results of any action taken without a meeting, as described above, will be posted on the Corporation’s website.

	Article VI. MEETINGS OF THE BOARD OF DIRECTORS
	Section 1. Regular Meetings of the Board.  Regular meetings of the Board shall be held at least quarterly.  By resolution adopted at any meeting of the Board, the Board may provide for additional regular meetings that may be held as needed.
	Section 2. Special Meetings of the Board. Special meetings of the Board for any purpose or purposes may be called at any time by the chair or by any two Directors. Such meetings may be held upon notice given to all Directors not less than three (3) days prior to the date of the meeting. Such notice shall specify the time, date, place, and purpose or purposes of the meeting and may be given by telephone, email or other electronic media, or by express delivery.
	Section 3. Quorum and Voting Requirements for Meetings of the Board. Unless otherwise expressly provided in the Corporation’s Certificate of Formation, these Bylaws or applicable law, (i) the quorum necessary for the transaction of business at meetings of the Board shall be a majority of the Directors in person or by proxy and at least three Independent Directors, and (ii) actions by the Board shall be approved upon receipt of the affirmative vote of a majority of the Directors present and voting in person or by proxy at a meeting at which a quorum is present.
	Section 4. Meetings of the Board to be Open. Notice to the public of the dates, places, and times of meetings of the Board, and all non-confidential material provided to the Board, shall be posted on the Corporation’s website at approximately the same time that notice or such material is given to the Directors. Meetings of the Board shall be open to the public, subject to reasonable limitations due to the availability and size of meeting facilities; provided, that the Board may meet in or adjourn to closed session to discuss matters of a confidential nature, including but not limited to compliance and enforcement matters, personnel matters, litigation, or commercially sensitive or critical infrastructure information of the Corporation or any other entity. Any or all of the Directors or members of a Board committee, may participate in a meeting of the Board, or a meeting of a committee, in person or by proxy, by means of any communications system by which all persons participating in the meeting are able to hear each other.
	Section 5. Waivers of Notice of Board Meetings and Board Meeting Adjournments.  Notice of a board meeting need not be given to any Director who signs or sends email confirming a waiver of notice, in person or by proxy, whether before or after the meeting, or who attends the meeting without protesting, prior to the conclusion of the meeting, the lack of notice of such meeting. Notice of an adjourned board meeting need not be given if the time and place to which the meeting is adjourned are announced at the meeting at which the adjournment is taken and if the period of adjournment does not exceed ten (10) days.
	Section 6. Action Without a Meeting.  Any action required or permitted to be taken at a meeting of the Board, or of any committee thereof, may be taken by the Board or by the committee without a meeting if the action is consented to in writing by the number of Directors or members of the committee, as the case may be, entitled to vote on the action that would be required to approve the action at a meeting of the Board or committee with all members of the Board or committee present. The call for action without a meeting of the Board may be initiated by the chair or by any two Directors. Notice of the proposed call for action without a meeting, and all non-confidential material provided to the Board in connection with the call for action without a meeting, shall be posted on the Corporation’s website and sent via email to an email distribution list to which Corporate Members and the public may subscribe at approximately the same time notice of the call for action without a meeting or such material is provided to the Board. The call for action without a meeting of a committee of the Board may be initiated by the chair of the committee or by any two members of the committee. The Directors or members of the committee shall receive written notice of the results of such action within seven (7) days of the action vote. All written responses of the Directors shall be filed with the minutes of the Corporation, and all written responses of members of a committee shall be filed with the minutes of such committee.

	Article VII. OFFICERS
	Section 1. Selection of Officers. At a regular meeting held in accordance with Article V, Section 1 of these Bylaws, the Board shall elect a CEO and shall approve a corporate secretary  and such other officers of the Corporation (collectively, the “Officers”) as it shall deem necessary. The CEO shall be nominated and elected by the Board.  All of the other Officers shall be selected by the CEO and approved by the Board, and the removal of all Officers shall be confirmed by the Board.  The Management Director shall not participate in votes electing, approving, or removing Officers. The duties and authority of the Officers shall be determined from time to time by the Board. Subject to any such determination, the Officers shall have the following duties and authority:
	Section 2. Chief Executive Officer.  The CEO shall be the chief executive officer of the Corporation. He or she shall be responsible for the day-to-day ongoing activities of the Corporation and shall have such other duties as may be delegated or assigned to him or her by the chair. The CEO may enter into and execute in the name of the Corporation contracts or other instruments not in the regular course of business that are authorized, either generally or specifically, by the Board.
	Section 3. Corporate Secretary.  The secretary shall maintain the roster of Members of the Corporation, shall cause notices of all meetings to be served as prescribed in these Bylaws, shall keep or cause to be kept the minutes of all meetings of the Members and the Board, and shall have charge of the seal of the Corporation. The secretary shall perform such other duties and possess such other powers as are incident to his or her office or as shall be assigned to him or her by the CEO
	Section 4. Chief Financial Officer.  If hired and approved, a chief financial officer shall have custody of the funds and securities of the Corporation, shall keep or cause to be kept regular books of account for the Corporation and shall have the duties normally assigned to a treasurer of a corporation. The chief financial officer shall perform such other duties and possess such other powers as are incident to his or her office or as shall be assigned to him or her by the CEO.

	Article VIII. RELIABILITY STANDARDS COMMITTEE
	Section 1. Requirement.  The Corporation shall have a Reliability Standards Committee, which shall operate in accordance with the Standards Development Process as set forth in Exhibit C to the Delegation Agreement with NERC and approved by FERC.  The chair and vice chair of the Standards Committee must be accepted or approved by the Board, in accordance with said Exhibit C.

	Article IX. MEMBER REPRESENTATIVES COMMITTEE
	Section 1. Purpose of Member Representatives Committee.  The Corporation shall have a Member Representatives Committee that shall provide advice and recommendations to the Board with respect to annual budgets, business plans and funding mechanisms of the Corporation; other matters relevant to reliability of the ERCOT Bulk Power System; and other matters pertinent to the purpose and operations of the Corporation.  The Member Representatives Committee shall provide its advice and recommendation to the Board through its chair and the vice chair, who also serve as the Affiliated Directors on the Board. The Members Representatives Committee may create subcommittees, task forces, or working groups (“subcommittees”) as it deems appropriate to study or discuss selected technical or compliance matters to make recommendations to the board as requested or required by the Board or as deemed appropriate to its purpose by the Members Representatives Committee.  Because it is elected by the Members of the Corporation and not appointed by the Board, the Member Representatives Committee shall not be a standing committee of the Board of Directors of the Corporation, but is authorized to provide advice and recommendations directly to the Board, through its elected chair and vice chair.  
	Section 2. Composition of the Member Representatives Committee.  The Member Representatives Committee shall consist of two representatives from each Sector to serve annually and will annually select a chair and vice chair for the Member Representatives Committee. The representatives of each Sector shall be officers, employees, or directors of Members in that Sector; provided however, except for a Sector that has only one Member, only one officer, employee, or director of a Member in a Sector may be a representative from that Sector. No member of the Board shall be a member of the Member Representatives Committee. The Board may by resolution create additional non-voting positions on the Member Representatives Committee on its own initiative or at the written request of any group of Members of the Corporation that believes its interests are not adequately represented on the Member Representatives Committee.  There shall be no limit on the number of terms that an officer, employee, or director of a Member, may serve on the Member Representatives Committee.
	Section 3. Election of Representatives of the Member Representatives Committee. Unless a Sector adopts an alternative election procedure, the annual election of representatives from each Sector to the Member Representatives Committee, and any election to fill a vacancy, shall be conducted in accordance with the following process, which shall be administered by the officers of the Corporation. 
	(a) During the period beginning no more than ninety (90) days and ending no less than fifteen (15) days prior to an annual meeting, or beginning no more than forty-five (45) days and ending no less than fifteen (15) days prior to a special meeting called in whole or in part to hold an election to fill a vacancy, nominations may be submitted for candidates for election to the Member Representatives Committee. A nominee for election as a Sector representative must be an officer, employee, or director of a Member in that Sector. No more than one nominee who is an officer, employee, or director of a Member may stand for election in any single Sector; if more than one officer, employee, or director of a Member is nominated for election from a Sector, the Member shall designate which such nominee shall stand for election. The election of representatives shall be conducted over a period of ten (10) days using an electronic process approved by the secretary of the Corporation. 
	(b) Each Member in a Sector shall have one vote for each Representative to be elected from the Sector in that election and may cast no more than one vote for any nominee. The nominee receiving the highest number of votes in each Sector shall be elected to one Representative position to be filled from that Sector and the nominee receiving the second highest number of votes shall be elected as the second Representative position for that Sector. To be elected on the first ballot, a nominee must receive a number of votes equal to a simple majority of the Members in the Sector casting votes in the election. If no nominee in a Sector receives a simple majority of votes cast in the first ballot, a second ballot shall be conducted which shall be limited to the number of candidates receiving the three (3) highest vote totals on the first ballot.  The nominees receiving the two highest totals of votes on the second ballot shall be elected to the Representative positions for the Sector.
	(c) A Sector may adopt an alternative procedure to the foregoing to nominate and elect its Representatives to the Member Representatives Committee if  the alternative procedure is approved by vote of at least two-thirds of the Members in the Sector, provided, however that any alternative procedure may be reviewed and disapproved by the Board.
	(d) A Sector may elect an Alternate to serve in place and at the convenience of the Sector’s Member Representatives Committee Representative(s) in the event a Member Representatives Committee Representative cannot attend a Member Representatives Committee meeting.

	Section 4. Chair and Vice Chair of the Member Representatives Committee.  After the annual selection of its Representatives, the Member Representatives Committee shall select a chair and vice chair from among its voting Representatives by majority vote to serve during the upcoming year and be the Affiliated Directors on the Board.  The selected chair and vice chair may not be representatives of the same Sector or NERC function and may not concurrently serve on the Board of ERCOT ISO or any other registered entity in the ERCOT Region.  The Board shall be notified of the selection of the chair and vice chair, but the selection will not be subject to approval of the Board. The chair is responsible for ensuring that minutes of the meetings are properly maintained and made available to the public, but the chair may delegate this responsibility to the vice chair or to another Representative of the Member Representatives Committee who is designated as secretary of the Member Representatives Committee.
	Section 5. Vacancies on the Member Representatives Committee.  In the event that any Representative of the Member Representatives Committee ceases to serve as a Representative of the Member Representatives Committee as a result of his or her death, resignation, retirement, disqualification, or removal or other cause, the Members in the Sector of which such Representative was a representative shall elect, as soon thereafter as reasonably practicable, and in accordance with the procedures in this Article IX, a new Representative to replace the Representative of the Member Representatives Committee who ceased to serve.  For those Sectors that have elected an Alternate, the Alternate will fill a vacancy left by the Sector’s Member Representative and a new Alternate will be elected by the Sector.
	Section 6. Meetings of the Member Representatives Committee. The Member Representatives Committee will annually plan and hold quarterly meetings, at a time and place determined by the Member Representatives Committee and posted on the Corporation’s website.  Except for closed session meetings specifically allowed by this Section, all meetings shall be open to the public.  The Members Representatives Committee shall adopt such procedural rules as are needed to operate in accordance with its purpose and will include procedures for coordinating with employees of the Corporation who provide administrative support, as set forth in subsection 6(c), below. 
	(a) Notice to the public of the dates, places, and times of meetings of the Member Representatives Committee and any subcommittees thereof, and all non-confidential material provided to the Member Representatives Committee or any subcommittees thereof, shall be posted on the Corporation’s website at approximately the same time that notice or such material is given to the Member Representatives Committee, which will normally be at least one week prior to any meeting. Meetings of the Member Representatives Committee shall be open to the public, subject to reasonable limitations due to the availability and size of meeting facilities; provided, that the Member Representatives Committee may meet in or adjourn to closed session to discuss matters of a confidential nature, including but not limited to confidential planning information, critical infrastructure information, or commercially sensitive information of the corporation or any other entity. Any or all Representatives of, and any other participants in, the Member Representatives Committee may participate in a meeting of the Member Representatives Committee by means of a communications system by which all persons participating in the meeting are able to hear each other.
	(b) Special meetings may be called for any purpose or purposes by the chair of the Member Representatives Committee or by any three (3) Representatives of the Member Representatives Committee, which number shall include representatives from at least three Sectors, and require notice given to all Representatives of the Member Representatives Committee not less than seven (7) days prior to the date of the meeting. Such notice shall specify the time, date, place, and purpose or purposes of the meeting and may be given by telephone, facsimile, or other electronic media, or by express delivery.
	(c) The Member Representatives Committee shall effectively coordinate with the employees of the Corporation and adopt procedural rules for the voting for Representatives, scheduling of meetings, and public posting of required meeting information and minutes. The chair or vice chair of the Member Representatives Committee shall provide all meeting agendas, material, minutes and other information required or desired to be posted on the Corporation’s website to appropriate Corporation employees at least one business day prior to the time such information should be posted.  

	Section 7. Waivers of Notice of Meetings of the Member Representative Committee and Meeting Adjournments. Notice of a meeting of the Member Representatives Committee need not be given to any member of the Member Representatives Committee who signs a waiver of notice, in person or by proxy, whether before or after the meeting, or who attends the meeting without protesting, prior to the conclusion of the meeting, the lack of notice of such meeting. Notice of an adjourned meeting of the Member Representatives Committee need not be given if the time and place to which the meeting is adjourned are announced at the meeting at which the adjournment is taken and if the period of adjournment does not exceed ten (10) days.
	Section 8. Quorums and Voting for Meetings of the Member Representatives Committee.  The quorum necessary for the transaction of business at meetings of the Member Representatives Committee shall be two-thirds of the voting members of the Member Representatives Committee attending the meeting in person or by proxy.  A member of the Member Representatives Committee may give a proxy only to a person who is an officer, employee, or director of a Member, registered in the same Sector. Each voting member of the Member Representatives Committee shall have one (1) vote on any matter coming before the Member Representatives Committee that requires a vote. Except as otherwise expressly provided in the Corporation’s Certificate of Formation, these Bylaws or applicable law, actions by members of the Member Representatives Committee shall be approved upon receipt of the affirmative vote of a majority of the voting members of the Member Representatives Committee present and voting at any meeting at which a quorum is present.
	Section 9. Alternates and Proxies. Member Representatives may designate another Member Representative or the Sector Alternate as a proxy if unable to attend a Members Representative Committee meeting, 
	Section 10. Other Procedures of the Member Representatives Committee.  The chair of the Board, shall preside at the initial meeting of the Member Representatives Committee, until a chair is selected in accordance with Article IX, Section 4. Except as to any matter as to which the procedure to be followed by the Member Representatives Committee is expressly set forth in these Bylaws, the Member Representatives Committee may adopt such additional procedures, not inconsistent with these Bylaws, as it deems appropriate, subject to review and disapproval by the Board.

	Article X. OTHER COMMITTEES AND SUBCOMMITTEES
	Section 1. Committees of the Corporation.  In addition to those committees specified by these Bylaws, to which the Board shall appoint members in accordance with the requirements of these Bylaws, the Board may by resolution create standing committees of the Corporation; and may in addition by resolution appoint such committees, subcommittees, task forces and Sector-specific forums as the Board deems necessary or desirable to carry out the purposes of the Corporation. The Board shall appoint standing committees and other committees of the Corporation that are representative of Members, other interested parties, and the public, that provide for balanced decision-making and that include persons with outstanding technical knowledge and experience. All committees, subcommittees, task forces and Sector-specific forums shall have such scope and duties, not inconsistent with law, as are specified in these Bylaws and the Rules of Procedure of the Corporation or otherwise determined by the Board.

	Article XI. BUDGETS AND FUNDING
	Section 1. Compensation of the Board and Member Representatives Committee.  The Board shall have the right to fix from time to time, by resolution adopted by a majority of the Directors and a majority of the Independent Directors then serving as Directors, the amount of the annual retainer fee or other compensation to be paid to the Independent Directors for their services to the Corporation, including any fees to be paid for each meeting of the Board or any Board committee attended by an Independent Director. The Board will evaluate the fee or other compensation at least every three years, to ensure that Director compensation is appropriate.  No compensation shall be paid to any Management Director, Affiliated Director, or ex officio Director for his or her services on the Board, other than the compensation paid to the Management Director for services as CEO of the Corporation. No compensation shall be paid by the Corporation to any member of the Member Representatives Committee for his or her services on the Member Representatives Committee.  Independent Directors shall be entitled to be reimbursed their reasonable out-of-pocket expenditures for attending meetings and conducting the business of the Corporation.
	Section 2. Preparation and Adoption of Annual Budget, Business Plan, and Funding Mechanism.  The Board shall require the CEO to prepare for Board approval an annual business plan and budget for the administrative and other expenses of the Corporation, including the expenditures for the fiscal year for any material special projects undertaken by the Corporation and reasonable and proper reserves and provisions for contingencies, in accordance with all NERC and Commission requirements. The annual business plan, budget and funding mechanism of the Corporation shall be for a fiscal year commencing on January 1 and ending on December 31. Each annual business plan, budget, and funding mechanism shall be approved by the Board at a regular meeting or a special meeting of the Board duly called for that purpose. The Board shall use reasonable efforts to approve each annual business plan, budget, and funding mechanism at a time that allows for timely submittal of the approved annual business plan, budget, and funding mechanism to the applicable regulatory authorities.
	Section 3. Comments During Preparation of Annual Business Plan and Budget.  In preparing the annual business plan and budget, the Board shall require that the CEO post a draft business plan and budget for review and comment by the Members of the Corporation and the Member Representatives Committee and the standing committees of the Corporation for at least ten (10) days prior to the date of the meeting of the Board at which the annual business plan and budget is to be adopted.
	Section 4. Modified or Supplemental Budgets.  During the course of a fiscal year, the Board may modify any approved budget or develop and approve a supplemental budget if determined by the Board to be necessary due to such factors as a shortfall in revenues of the Corporation from projected levels, incurred or anticipated expenditures, duties, or new projects not provided for in the annual budget, or such other factors as in the judgment of the Board warrant modification of the budget for the fiscal year or development of a supplemental budget. In preparing a modified or supplemental budget, the Board shall follow the provisions of this Article XI, Section 4 to the extent practicable in the judgment of the Board in light of the urgency of the circumstances necessitating preparation and approval of the modified or supplemental budget. Each modified or supplemental budget shall be approved by the Board at a regular meeting or a special meeting of the Board duly called for that purpose.
	Section 5. Submission of Annual Business Plans and Budgets to the Regulatory Authorities.  Each annual budget, annual business plan, and annual, modified, or supplemental budget approved by the Board shall be submitted by the Corporation to the ERO and any applicable regulatory authorities for approval in accordance with its regulations, and shall not be effective until approved by the applicable regulatory authorities. If ordered to modify or remand an annual budget, business plan, or annual, modified, or supplemental funding mechanism, the Board shall promptly following such order adopt such modifications to the business plan, budget , or funding mechanism as are required or directed by the order of the ERO and any applicable regulatory authority.

	Article XII. AMENDMENTS TO THE BYLAWS
	Section 1. Amendments to the Bylaws.  These Bylaws may be altered, amended, or repealed by a majority vote of both the Board and the Membership at respective meetings of the Board and the Members at which a quorum is present. Written notice of the subject matter of the proposed changes to the Bylaws shall be provided to the Directors and to the Members not less than ten (10) nor more than sixty (60) days prior to the date of the meeting of the Board or the Members at which the vote is to be taken. Notwithstanding the provisions of this Article XIV, the Members of the Corporation voting by Sector shall have the right to alter, amend, or repeal Bylaws adopted by the Board and to adopt new Bylaws, provided that any such alteration, amendment, or repeal or the adoption of new Bylaws is approved by vote of two-thirds of the Sectors at a meeting of Members called for that purpose, or by written consent of two-thirds of the Sectors, where the number of votes for and against the proposed alteration, amendment, repeal or adoption of Bylaws shall be determined in accordance with Article IV, Section 2. Any alteration, amendment, repeal or adoption of Bylaws shall be subject to any applicable requirements for filing with or approval by the ERO or any other applicable regulatory authority.

	Article XIII. INDEMNIFICATION; PROCEDURE; DISSOLUTION
	Section 1. Indemnification.  The Corporation shall indemnify each person who at any time shall serve, or shall have served, as an officer, Director, employee, or other corporate agent of the Corporation, is or was serving at its request as a director, officer, partner, venturer, proprietor, employee, agent or similar functionary of another foreign or domestic corporation, partnership, joint venture, sole proprietorship, trust, employee benefit plan or other enterprise (“Indemnified Parties”), to the full extent from time to time permitted by the Texas Business Organizations Code and other applicable law. Such right of indemnification shall inure to the benefit of the legal representative of any such Indemnified Party. The foregoing indemnification shall be in addition to, and not in restriction or limitation of, any privilege or power that the Corporation may have with respect to the indemnification or reimbursement of its Indemnified Parties. The Corporation shall also pay or advance reasonable expenses incurred by an Indemnified Party in connection with a proceeding in advance of the final disposition of the proceeding upon receipt of a written affirmation by the Indemnified Party of a good faith belief that the standard of conduct necessary for indemnification under this Article XIII and the Texas Business Organizations Code has been met and a written undertaking by or on behalf of the officer, Director, or other corporate agent to repay the amount if it shall be ultimately determined that the Indemnified Party was not entitled to be indemnified by the Corporation.
	Section 2. Parliamentary Rules.  In the absence of and to the extent not inconsistent with specific provisions in these Bylaws, meetings or other actions pursuant to these Bylaws shall be governed by procedures that the Board may, from time to time, establish by resolution.
	Section 3. Dissolution.  Upon dissolution of the Corporation, in accordance with the Certificate of Formation, the remaining assets of the Corporation after payment of debts shall be distributed in the manner determined by the Board, provided that, (i) no part of the assets shall be distributed to any Director of the Corporation, and (ii) the distribution of assets shall be consistent with the requirements of Section 501(c)(3) of the United States Internal Revenue Code of 1954.

	Article XIV. CONFLICTS OF INTEREST
	Section 1. Conflicts of Interest.
	(a) Each Director shall have an affirmative duty to disclose to the Board or committee (as the case may be) any actual or potential conflicts of interest of the Director that arise during his or her tenure as a Director where, and to the extent that, such conflicts or potential conflicts directly or indirectly affect any matter that comes before the Board. A Director with a direct or potentially conflicting interest in a matter shall recuse himself from deliberations and actions on the matter in which the conflict arises and shall abstain on any vote on the matter and not otherwise participate in a decision on the matter.    Any disclosure of a potential conflict of interest by a Director shall be noted in the minutes of the Board meeting at which the direct interest is disclosed. Mere attendance at the meeting, without participating in discussion of the issue raising the potential conflict, shall not constitute participation.
	(b) The Corporation may not make any loan to a Director, committee member or officer of the Corporation. A Member, Director, officer, or committee member of the Corporation may not lend money to, or otherwise transact business with, the Corporation except as otherwise provided by these Bylaws, the Certificate of Formation, and applicable law. A related party transacting business with the Corporation has the same rights and obligations relating to those matters as other persons transacting business with the Corporation, provided the related party nature of the transaction is known to the Board. The Corporation may not borrow money from, or otherwise transact business with, a Member, Director, officer, or committee member of the Corporation unless the transaction is described fully in a legally binding instrument and is in the Corporation’s best interests. The Corporation may not borrow money from, or otherwise transact business with, a Member, Director, officer, or committee member of the Corporation without full disclosure of all relevant facts and without the Board’s approval, not including the vote of any person having a personal interest in the transaction.

	Section 2. Prohibited Acts.  No Member, Director, officer, or committee member of the Corporation may do any of the below-listed prohibited acts. Performance of these prohibited acts may lead to sanction, suspension, expulsion or termination after a hearing as described in these Bylaws.  The prohibited acts include the following: 
	(a) Do any act in violation of these Bylaws.
	(b) Do any act in violation of a binding obligation of the Corporation except with the Board’s prior approval.
	(c)  Do any act with the intention of harming the Corporation or any of its operations.
	(d) Receive an improper personal benefit from the operation of the Corporation.
	(e) Use the Corporation’s assets, directly or indirectly, for any purpose other than carrying on the Corporation’s business.
	(f) Wrongfully transfer or dispose of Corporation property, including intangible property such as goodwill.
	(g) Use the Corporation’s name (or any substantially similar name) or any trademark or trade name adopted by the Corporation, except on behalf of Corporation in the ordinary course of its business or as a reference to the Corporation or its region.
	(h) Disclose any of Corporation’s or Members’ business practices, trade secrets, or any other confidential or proprietary information not generally known to the business community to any person not authorized to receive it. 

	Section 3. Loans and Guarantees.  Neither participation in the activities of the Corporation nor any provision of these Bylaws or of the Certificate of Formation shall be deemed to constitute a pledge or loan of the credit of any Member for the benefit of the Corporation or a guarantee by any Member of any obligation of the Corporation.

	Article XV. BOOKS AND RECORDS; AUDIT; FISCAL YEAR
	Section 1. Access to Books and Records.  All Members of the Corporation will have access to the books and records of the Corporation, including financial statements and budgets; however, the Board shall establish procedures by which a Member, upon written demand stating the purpose of the demand may examine and copy the books and records of the Corporation. If necessary to protect the confidential information of the Corporation, a Member requesting examination of any of the Corporation’s non-public books and records will be required to sign a confidentiality and non-disclosure agreement before viewing such information. The procedures shall include policies that provide reasonable protection against the unnecessary disclosure of information related to individual employees, including their compensation.
	Section 2. Audit.  At least annually, an audit of the financial statements of the Corporation shall be performed by the Auditor approved by the Board. The Auditor’s opinion and the audited financial statements will be made available to all Members as described in Article XV, Section 1.
	Section 3. Fiscal Year.  The fiscal year of the Corporation shall be from January 1 through the following December 31, unless otherwise established by resolution of the Board.
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	Article I. DEFINITIONS
	Section 1. Definitions.  The capitalized terms used in these Bylaws of Texas Regional Entity, Inc. (the “Corporation” or “Texas RE”), shall have the meanings set forth below, or if not set forth below, shall have the meanings given them in the NERC Rules of Procedure.
	(a) “Affiliate” means any companyentity controlling, controlled by or under common control with the entity under consideration, and includes any companyentity (i.e., any commercial enterprise) in any of the following relationships: (i) an companyentity that directly or indirectly owns or holds at least five percent of the voting securities of another companyentity, (ii) an companyentity in a chain of successive ownership of at least five percent of the voting securities of another companyentity, (iii) an companyentity which shares a common parent with or is under common influence or control with another companyentity or (iv) an companyentity that actually exercises substantial influence or control over the policies and actions of another companyentity. Evidence of influence or control shall include the possession, directly or indirectly, of the power to direct or cause the direction of the management and/or policies and procedures of another, whether that power is established through ownership or voting of at least five percent of the voting securities or by any other direct or indirect means. In cases where the level of control or influence is disputed, the Board shall have discretion to determine whether or not the entities are Affiliates of one another. Membership in Texas RE shall not create an affiliation with Texas RE.
	(b) “Board” means the Board of Directors of the Corporation.
	(c) “Bulk Power System” or “BPS” means facilities and control systems necessary for operating an interconnected electric energy transmission network (or any portion thereof) and facilities generating electric energy as needed to maintain transmission system reliability, but does not include facilities used in the local distribution of electricity.
	(d) “Commission” or “FERC” means the Federal Energy Regulatory Commission.
	(e)  “Delegated Authority” means the authority delegated by NERC to the Corporation to propose and enforce NERC Reliability Standards and perform other reliability-related activities in the ERCOT Region under the Delegation Agreement executed by NERC and the Corporation and approved by FERC, pursuant to Section 215 of the Federal Power Act (16 U.S.C. §824n). 
	(f) Delegation Agreement means the agreement between the Corporation and NERC and approved by the Commission which describes the Delegated Authority and may be amended from time to time. 
	(g) “Electric Reliability Organization” or “ERO” means the organization that is certified by the Commission pursuant to Section 39.3 of its regulations, and has received recognition by appropriate regulatory authorities in Canada and Mexico, as applicable, to establish and enforce Reliability Standards for the Bulk Power Systems of the respective countries and that has entered into a delegation agreement with the Corporation pursuant to which the Electric Reliability Organization delegates enforcement authority for Reliability Standards for the Bulk Power System in the ERCOT Region.  NERC was certified as the ERO on July 20, 2006.
	(h) “ERCOT Region” means the geographic area and associated transmission and distribution facilities that are not synchronously interconnected with electric utilities operating outside the jurisdiction of the Public Utility Commission of Texas.   
	(i) “Independent Director” means a person who is not (a) an officer or employee of the Corporation; (b) a NERC Registered Entity or Member or an officer, director, or employee of a Member of the Corporation; or (c) an officer, director, or employee of any company or entity that would reasonably be perceived as having a direct financial interest in the outcome of Board decisions and who does not have a relationship that would interfere with the exercise of independent judgment in carrying out the responsibilities of a Director, as more specifically described in Article IV of these Bylaws.
	(j) “Member” means a member of the Corporation pursuant to Article II of these Bylaws.
	(k) “PUCT” means the Public Utility Commission of Texas.
	(l) “NERC” means North American Electric Reliability Corporation, the entity certified by FERC as the ERO on July 20, 2006. 
	(m) “NERC Rules of Procedure” means the Rules of Procedure that are adopted by NERC and approved by the Commission.
	(n) “Regional Entity” means an entity with a Delegation Agreement with NERC, as ERO , including the following organizations, in addition to Texas Regional Entity: Florida Reliability Coordinating Council (FRCC), Midwest Reliability Organization (MRO), Northeast Power Coordinating Council (NPCC), ReliabilityFirst Corporation (RFC), Southeastern Electric Reliability Council (SERC), Southwest Power Pool (SPP), and Western Electricity Coordinating Council (WECC). 
	(o) Regional Reliability Standard means a standard for the ERCOT Region that is proposed and approved in accordance with the Texas RE Standards Development Process, as set forth in Exhibit C to the Delegation Agreement, and either, (i) sets more stringent reliability requirements than a national Reliability Standard, or (ii) covers matters not covered by a national Reliability Standard.
	(p) “Registered Entity” means an entity that is registered with NERC and listed on the NERC Compliance Registry (available at www.nerc.com). 
	(q) “Reliability Standard” means a requirement to provide for Reliable Operation of the Bulk-Power System,  which is approved by NERC and the Commission, pursuant to Section 215 of the Federal Power Act an all amendments thereto.  This term includes requirements for the operation of existing Bulk-Power System facilities, including cybersecurity protection, and the design of planned additions or modifications to such facilities to the extent necessary to provide for Reliable Operation of the Bulk-Power System. 
	(r) “Reliable Operation” means operating the elements of the Bulk Power System within equipment and electric system thermal, voltage, and stability limits so that instability, uncontrolled separation, or cascading failures of the Bulk Power System will not occur as a result of a sudden disturbance, including a cybersecurity incident, or unanticipated failure of system elements.
	(s) “Sector” means a group of Members of the Corporation that are Bulk Power System owners, operators, or users, as defined in Article III, Section 4 of these Bylaws. Each Sector shall constitute a class of Members for purposes of Chapter 22 (Nonprofit Corporations) of the Texas Business Organizations Code.


	Article II. PURPOSE
	Section 1. General Purpose.  The purpose of the Corporation is to preserve and enhance reliability in the ERCOT Region.  In furtherance of this goal, the Corporation will:
	(a) Perform Reliability Standards development, compliance monitoring, compliance enforcement, and other related activities  asactivities as a Regional Entity, pursuant to 16 U.S.C. §824n, in accordance with the Corporation’s Delegation Agreement with NERC;
	(b) Carry out other activities as set forth in the Delegation Agreement, the NERC Rules of Procedure, or as otherwise required or requested by NERC, in support of the Delegated Authority, including but not limited to organization registration and certification, reliability assessment and performance analysis, training and education, and situational awareness and infrastructure security; and
	(a) Perform non-statutory compliance monitoring and reporting of the ERCOT Protocols, as authorized by the Public Utility Commission of Texas and allowed by NERC and FERC; and
	(c) Engage in any other lawful act or activity that is not in conflict with the Corporation’s duties as a Regional Entity and for which non-profit corporations may be organized under the Texas Non-Profit Corporations Act.

	Section 2. Non-Profit Corporation.  The Corporation is a Texas non-profit corporation.
	Section 3. Geographic Area.  The Corporation will perform its operations primarily within the ERCOT Region.  The ERCOT Region includes 200,000 square miles, 85% of Texas load, and 75% of Texas land area (does not include the Panhandle, El Paso area, and 2 areas of East Texas). The ERCOT Region includes the following Texas cities and towns: Dallas, Ft. Worth, Houston, San Antonio, Austin, Paris, Tyler, Nacogdoches, Lufkin, Bryan, College Station, Corpus Christi, Harlingen, Brownsville, Laredo, Brownwood, San Angelo, Abilene, Midland, Odessa, Fort Stockton, Monahans, Snyder, Vernon, Wichita Falls, Denton, Garland, Greenville, Waco, Temple, Killeen, Weatherford, and Graham, and does not interconnect synchronously across state lines to import or export power with neighboring reliability regions.

	Article III. MEMBERSHIP
	Section 1. Members.  The Corporation is a membership corporation. Membership in the Corporation is voluntary and is open to any companyentity  that is a  user, owner or operator of the ERCOT Region Bulk Power System, registers with the Corporation as a Member, maintains its registration in accordance with this Article III, and complies with the other conditions and obligations of membership specified in these Bylaws.  All Members must qualify and be registered in one of the Sectors defined in Article III, Section 4.  Membership in the Corporation is not a condition to participating in the development or consideration of proposed Regional Standards. 
	Section 2. Registration as a Member.  Any companyentity that is eligible to be a Member of the Corporation in accordance with Article III, Section A 1 may become a Member by completing and submitting to the secretary of the Corporation a membership registration on a form prescribed by the Corporation. The Member shall designate one representative and an alternative representative with authority to receive notices, cast votes, and execute waivers and consents on behalf of the Member. The secretary of the Corporation shall maintain a current roster of the Members of the Corporation including each Member’s designated representative and alternative representative. From time to time, the Board shall establish a date by which Members shall submit their registration renewals. All Members shall be required to renew their registrations annually and within 30 calendar days of a request by an officer of the Corporation, using a registration renewal form prescribed by the Corporation. The secretary of the Corporation shall remove from the roster of Members of the Corporation any Member that has not submitted a registration renewal within 30 days following a date established by the Corporation. The secretary shall inform any Member that is removed from the roster of Members of such removal, by sending notice to such former Member’s last known address on the records of the Corporation.
	Section 3. Obligations and Conditions of Membership.  
	(a) Members must agree to promote, support, and comply with Reliability Standards, comply with the ERCOT region market rules, and assist the Corporation in its compliance with the terms and provisions of the Corporation’s Delegation Agreement with NERC. Each Member shall agree, in writing, to accept the responsibility to comply with policies of NERC and the Corporation as set forth in their respective certificates of formation, bylaws, rules of procedure, and Reliability Standards, as applicable, as from time to time adopted, approved, or amended.
	(b) As an additional condition of membership in the Corporation, each Member shall be required to execute an agreement with the Corporation, in a form to be specified by the Corporation, that such companyentity will hold all Directors, officers, employees, and agents of the Corporation, as well as volunteers participating in good faith in the activities of the Corporation, harmless for any injury or damage caused by any act or omission of any director, officer, employee, agent, or volunteer in the course of performance of his or her duties on behalf of the Corporation, other than for willful acts of misconduct.
	(c) Consistent with applicable laws and regulations, Members must share nonproprietary information at the Corporation’s request as necessary for the furtherance of the Corporation’s activities and consistent with NERC, PUCT, or any other applicable rules relating to confidentiality.

	Section 4. Membership Sectors.  Each Member shall elect to be assigned to one of the following membership Sectors:
	(a) System Coordination and Planning:  An companyentity that is registered with NERC as a Reliability Coordinator (RC), Balancing Authority (BA), Planning Authority (PA), Resource Planner (RP), Transmission Service Provider (TSP), or Interchange Authority (IA).
	(b) Transmission: An company entity that is registered with NERC as a Transmission Owner (TO), Transmission Planner (TP), Transmission Service Provider (TSP), and/or Transmission Operator (TOP). 
	(c) DistributionCooperative or River Authority Utility: An entity that is (a) a corporation organized under Chapter 161 of the Texas Utilities Code or a predecessor statute to Chapter 161 and operating under that chapter; or (b) a corporation organized as an electric cooperative in a state other than Texas that has obtained a certificate of authority to conduct affairs in the State of Texas; or (c) a cooperative association organized under Tex. Rev. Civ. Stat. 1396-50.01 or a predecessor to that statute and operating under that statute; or (d) a River Authority as defined in Tex. Water Code §30.003.company  that is registered with NERC for at least one registered function.  as a Distribution Provider (DP) and is not registered as a TO and has no Affiliates that are registered as a TO. 
	(d) Municipal Utility: aAn entity that owns or controls transmission or distribution facilities, owns or controls dispatchable generating facilities, or provides retail electric service and is a municipally owned utility as defined in PURA §11.003 and is registered with NERC for at least one registered function.
	(e) Generation: An companyentity that is registered with NERC as a Generator Owner (GO) or Generator Operator (GOP). 
	(f) Load-Serving and Marketing:  An companyentity that is registered with NERC as a Load Serving Entity (LSE), a Purchasing-Selling Entity, or any newly defined NERC Function for demand response. 
	(a) BPS Owner, Operator or User:  A company that is an owner, user, or operator of the ERCOT Region Bulk Power System but is not registered with NERC for any NERC Function and has no Affiliates that are Members.
	(a) Governmental/Regulatory: A representative of the Public Utility Commission of Texas.

	Section 5. Participation.  
	(a) There is only one level of Membership, and no company or entity may simultaneously hold more than one Membership.  
	(b) Members must qualify in and join a Sector.  If any companyentity does not qualify in any other Sector but is an owner, user, or operator of the ERCOT Region Bulk Power System, it may belong to the BPS Owner, Operator or User Sector. 
	(c) A Member that is eligible for more than one Sector may join only one Sector and it must be the most appropriate Sector for its business.  Any disputes regarding appropriateness of a Member’s Sector will be decided by a majority vote by the Board. 
	(d) A company or entity that is an Affiliate of a Member may hold a separate membership in a different Sector (except for the BPS Owner Operator, User Sector), so long as the legal entities have different NERC Compliance Registry Numbers under which they are currently registered for the applicable NERC Function.  
	(e) A Member must continue to vote in the same Sector for a minimum of one year or until it is no longer eligible to remain in such Sector, and it must give notice to the Corporate secretary when it elects or is required to change Sectors.
	(f) The Board may review the Sector qualification of any Member and may determine that a Member does not qualify for, and require them to change Sectors.
	(g) A Member who is no longer eligible or not in good standing may not vote on any matters that require membership.

	Section 6. Membership Fees.  Members must pay an annual Membership Fee of $250, to offset the expenses of membership qualification, coordination, and meetings, unless the Board waives the fee for any Member for good cause shown.  The Board may agree to change the amount or frequency of the Membership Fee, from time to time, by majority vote. 
	Section 7. Term of Membership.  Membership in the Corporation must be renewed on an annual basis and will only be retained as long as a Member meets its respective qualifications, obligations, and conditions of membership as set forth in these Bylaws. Membership is conditioned on the annual payment of Membership Fees, unless the Membership Fees are waived by the Board for good cause shown, as determined in the Board’s sole discretion. 
	Section 8. Removal.  No Member or Member representative may be sanctioned, expelled or suspended and no membership in the Corporation may be terminated or suspended except pursuant to a procedure that is fair and reasonable and is carried out in good faith. The Board may, by resolution, establish a procedure to terminate, expel, suspend, or sanction a Member following notice to the Member and exercise of appropriate due process procedures and a determination by the Board in its sole discretion that in its judgment the Member has violated its obligations and responsibilities to the Corporation.  In the event that the Board does not adopt procedures, the following procedures shall apply:
	(a) Written notice. Written notice of intent to terminate, expel, suspend or sanction a Member shall be delivered at least twenty (20) days in advance of the date when a hearing will be held to determine whether the Member shall be expelled, suspended, terminated or sanctioned. Such notice shall set forth the reasons therefore. Said notice must be given by facsimile (receipt confirmed), e-mail (receipt confirmed) or first class or certified mail sent to the last address of the Member to be expelled, suspended, terminated or sanctioned, as shown in the Corporation’s records.
	(b) Hearing. An opportunity shall be provided for the Member receiving such notice to be heard by the Board at the hearing, orally and in writing. The Member shall be entitled to have counsel present, and to participate in the hearing, at its own expense, and to present and cross-examine any witnesses. 
	(c) Liability. A Member which has been sanctioned, expelled, terminated or suspended shall remain liable to the Corporation for fees as a result of obligations incurred or commitments made prior to sanction, expulsion, termination or suspension.
	(d) Challenges. Any proceeding challenging an expulsion, suspension, sanction or termination, including a proceeding in which defective notice is alleged, may be submitted to the Board in writing within one year after the effective date of the expulsion, suspension, sanction or termination. If the Board determines to hear such challenge, it shall notify the Member and such proceeding will be subject to the hearing requirements described in subsection (b) above of this Section 8.

	Section 9. Resignation.  Any other provision of these Bylaws notwithstanding, any Member may withdraw from participation in the activities of the Corporation at any time upon written notice to the chief executive officer or president, whereupon it shall cease to be a Member, and its representatives shall cease to be entitled or obligated to participate in the activities of the Board or any activities requiring membership. 
	Section 10. Reinstatement.  A former Member may submit a written request for reinstatement of Membership. The Board will reinstate the Membership unless the companyentity does not meet the Membership qualifications set forth in these Bylaws.

	Article IV. BOARD OF DIRECTORS
	Section 1. Board of Directors.  The business and affairs of the Corporation shall be managed by the Board. The Board shall consist of (i) five four (4) Independent Directors who are nominated and elected in accordance with the requirements and procedures specified in this Article IV (the “Independent Directors”); (ii) the Chairman of the PUCT or another PUCT Commissioner designated by the Chairman, as an ex officio non-voting member; (iii) Texas Public Counsel, from the Office of Public Utility Counsel, as an ex officio non-voting member, representing the interests of residential and small commercial electricity consumers; and (iv) the CEO of the Corporation as an ex officio non-voting member; (v) the chair of the Member Representatives Committee as a voting member; and (vi) the vice chair of the Member Representatives Committee as a voting member. The Directors who are the chair and vice chair of the Member Representatives Committee will be referred to herein as “Affiliated Directors.”  Each Director and Affiliated Director, excluding the non-voting members of the Board, shall have one (1) vote on any matter brought before the Board for a vote. All Directors are expected to serve the public interest and to represent the reliability concerns of the entire ERCOT Region Bulk Power System.
	Section 2. Independent Directors.  The Independent Directors shall be elected, shall have the qualifications specified, and shall serve in the manner provided in this Section.
	(a) Qualifications:
	(1) Experience in one or more of these fields: senior corporate leadership; professional disciplines of finance, accounting, engineering, bulk power systems, or law; regulation of utilities; and/or risk management. 
	(2) Independence of any NERC registered entity, ERCOT ISO, or and any ERCOT Region Market Participant.  Requirements of independence include but are not limited to the following:   
	(i) Independent Directors and the immediate family (any spouse, mother, father, sibling, or dependent, and any spouse of mother, father, or sibling and including any step and adoptive parents, siblings or children) and household members of Independent Directors and their spouses shall not have current or recent status (within the last two years) as a director, officer or employee of an ERCOT Region NERC Registered Entity or ERCOT Region Market Participant.
	(ii) Independent Directors and immediate family and household members of Independent Directors shall not have current or recent status (within the last six months) as a director, officer or employee of a non-ERCOT Region NERC Registered Entity.
	(iii) Independent Directors and immediate family and household members of Independent Directors shall not have direct business relationships, other than retail customer relationships, with any NERC Registered Entity or Market Participant.
	(iv) To the extent that an Independent Director or his or her spouse, dependent child, or any other household member owns stocks or bonds of NERC Registered Entities or Market Participants, these must be divested or placed in a blind trust prior to being seated on the Board.
	(v) Independent Directors shall not have any relationship that would interfere with the exercise of independent judgment in carrying out the responsibilities of a Board member, including the Delegated Authority.
	(vi) Other criteria as approved by the Board.


	(b) Term.  Except for the initial Initial and originally elected Directors, the term for Independent Directors shall be staggered three year terms. An Independent Director may be elected for up to three consecutive terms.  Notwithstanding the foregoing, the initial Initial Directors, who are the Directors seated for formation of the Corporation, will serve only until the first membership meeting of the Corporation, which term shall not exceed six (6) months.  If an initial Initial Director is qualified to be an Independent Director and elected by the membership, such Director’s initial term shall not be counted for purposes of that term limits.  For the originally elected Directors, two positions will have three year terms, and two positions will have two year terms and one position will have a one year term.  The term for the Affiliated Directors who are chair and vice chair of the Member Representatives Committee shall be one year, and the terms of the ex officio Directors will not expire.
	(c) Selection.  
	(1) Except as described below for the selection of the Independent Directors to serve as Initial Directors, tThe Board shall appoint, on an annual basis, or more frequently if needed in the event of a special election pursuant to this subsection, a nominating committee (the “Nominating Committee”) to recommend candidates (i) to succeed the Independent Directors whose terms expire during the current year and (ii) to serve the remainder of the term of any Independent Director who ceased to serve as a Director subsequent to the last annual election of Directors. The Nominating Committee shall consist of the all Management Directors, the ex officio Directors, and those Independent Directors whose terms do not expire during the current year and such number of other persons with such qualifications as the Board shall specify, provided that the Independent Directors plus the Management Director shall constitute a majority of the voting members of the Nominating Committee.  For the selection of Independent Directors to be seated as iInitial Directors, the Nominating Committee shall consist of the Management Director, the ex officio Directors, two Unaffiliated Directors from the ERCOT Board of Directors, and two registered entity representatives who are as selected by the ERCOT Board of Directors.
	(2) The Nominating Committee will may retain an executive search firm to locate and present candidates with the required qualifications, as set forth in Article IV, Section 2(a). 
	(3) The Nominating Committee shall interview the qualified candidates and select and nominate, by at least a two-thirds majority, qualified candidate(s) consistent with the objectives that the Board as an entirety shall reflects expertise in the areas of technical electric operations and reliability, legal, senior corporate leadership, financial, risk management, and regulatory matters, and familiarity with regional system operation issues in the ERCOT Region to present to the Membership for its approval.  For the selection of the Independent Directors to serve as Initial Directors, the Nominating Committee will, following the interview process, select the Independent Directors that will serve as the initial Directors.
	(4) Except for the selection of Independent Directors to serve as the Initial Directors, tThe Membership shall vote by Sector as described in Article V in favor or against the proposed Independent Director(s).  A proposed Independent Director that who is approved by a majority of the Sectors shall become an Independent Director. 

	(d) Director Voting Weights. All voting Directors shall have a single vote each.
	(e) Alternates and Proxies. Independent Directors may designate another Independent Director as a proxy if unable to attend a Board meeting. Ex officio Directors may designate a selected proxy or an alternate representative who may attend meetings in the absence of such Director. The chair and vice chair of the Member Representatives Committee may designate each other or may designate an Independent Director as their proxy if unable to attend a Board meeting.

	Section 3. Appointment of Management Director.  The president and chief executive officer (CEO) of the Corporation shall serve as the Management Director of the Corporation, effective as of the date of his or her appointment by the Board as CEO of the Corporation in accordance with these Bylaws, to serve until such time that he or she ceases to hold the position of CEO. No action of the Members of the Corporation shall be required in connection with the appointment of the CEO as the Management Director of the Corporation.
	Section 4. Chair and Vice Chair. Annually, the Board shall elect from the Board’s membership, by resolution of the Board, a Chair and a Vice Chair. The Chair and Vice Chair shall each be one of the Independent Directors. 
	Section 5. Vacancies and Removal.  Should any vacancy on the Board arise from the death, resignation, retirement, disqualification, or removal from office of any Director, or from any other cause, such vacancy shall be filled by electing a Director at the next annual election of Directors to fill the remainder, if any, of the term of the departed Director. Provided, that the Board by resolution may in its discretion call a special election to fill any such vacancy for the remainder, if any, of the term of the departed Director. A Director may be removed with or without cause at any time by whomever had the right to appoint such Director (for ex officio Directors), or for the elected Independent Directors, by an affirmative vote of sixty percent (60%) of the Members. In addition, the Board may remove a Director for cause, upon at least seventy-five percent (75%) affirmative votes of the eligible, remaining voting Directors. The right to elect Directors may not be assigned, sold, pledged or transferred in any manner.
	Section 6. Committees of the Board. The Board shall by resolution create and appoint all committees of the Board as the Board deems necessary to perform its responsibilities. All committees of the Board shall have such duties as are prescribed and delegated by the Board. Committees to which any of the authority of the Board to manage the Corporation is delegated must have at least two members, and a majority of the members of the committee must be Directors.

	Article V. MEETINGS OF MEMBERS OF THE CORPORATION
	Section 1. Annual and Other Meetings of Members.  
	(a) An annual meeting of the Members for the election of Directors and to conduct such other business as may come before the meeting shall be held on or about December 1 of each year or as soon thereafter as is reasonably practicable. 
	(b) Meetings of Members of the Corporation may be called for any purpose or purposes by resolution of the Board, by the chair of the Board, the CEO or the secretary of the Corporation, or by a number of Members constituting at least ten (10) percent of all Members on the roster of Members maintained by the secretary of the Corporation, which number shall include Members in at least three of the Sectors. Meetings of Members shall be held at the principal office of the Corporation or at such other place fixed by the Board as shall be specified in the notice of meeting. Meetings shall be called upon written notice of the time, date, place, and purposes of the meeting given to all Members on the roster of Members maintained by the secretary of the Corporation not less than ten (10) nor more than sixty (60) days prior to the date of the meeting.  Only Members in good standing with the Corporation, as determined by the Board, have the right to vote at any meeting of the Members.  Further, if at any point a Member no longer meets the qualifications for the Sector of which it is a member, the Entity may immediately elect to become a member in any Sector for which it does qualify.

	Section 2. Quorum and Voting Requirements for Meetings of Members. At any meeting of the Members of the Corporation, attendance in person or by proxy by a majority of the Members in each of at least two-thirds of the Sectors on the roster of Members maintained by the secretary of the Corporation shall constitute a quorum. 
	(a) Members shall vote by Sector and each Sector shall have one vote.
	(b) Except as otherwise expressly provided in the Corporation’s Certificate of Formation, these Bylaws or applicable law, actions by the Members of the Corporation shall be approved upon receipt of the affirmative vote of a majority of the members at a meeting of the MemberSectors of the Corporation at a meeting at which a quorum is present, in person or by proxy.  Each Sector’s vote shall be determined by the affirmative vote of a majority of the members of the Sector voting at the meeting.  

	Section 3. Waivers of Notice of Meetings of Members and Member Meeting Adjournments. Notice of a meeting of Members need not be given to any Member who signs a waiver of notice, in person or by proxy, whether before or after the meeting. The attendance of any Member at a meeting, in person or by proxy, without protesting prior to the conclusion of the meeting the lack of proper notice of such meeting, shall constitute a waiver of notice of the meeting by such Member. When any meeting of Members is adjourned to another time or place, it shall not be necessary to give notice of the adjourned meeting if the time and place to which the meeting is adjourned are announced at the meeting at which the adjournment is taken, and if at the adjourned meeting only such business is transacted as might have been transacted at the original meeting.
	Section 4. Action Without a Meeting of Members.  Any action, required or permitted to be taken at a meeting of Members, may be taken without a meeting if the proposed action is posted to all mMembers (via email to an email distribution list to which Members may subscribe and by posting on the Corporation website) and consented to in writing by the minimum number of Members that would be required to approve the action at a meeting of the Members at which all Members were present.  The voting in such a circumstance shall be performed in writing, including via email or other electronic means. The Members shall receive written notice of the results within ten (10) days of the action vote, and all written responses of the Members shall be filed with the Corporate records.  The results of such voting will be posted on the Corporation’s website.
	Section 5. Meetings of the Members to be Open.  Notice to the public of the dates, places, and times of meetings of the Members, and all non-confidential material provided to the Members, shall be posted on the Corporation’s website at approximately the same time that notice is given to the Members. Meetings of the Members shall be open to the public, subject to reasonable limitations due to the availability and size of meeting facilities; provided, that the meeting may be held in or adjourned to closed session to discuss matters of a confidential nature, including but not limited to compliance and enforcement matters, personnel matters, litigation, or commercially sensitive or critical infrastructure information of the Corporation or any other entity.  The results of any action taken without a meeting, as described above, will be posted on the Corporation’s website.

	Article VI. MEETINGS OF THE BOARD OF DIRECTORS
	Section 1. Regular Meetings of the Board.  Regular meetings of the Board shall be held at least quarterly.  By resolution adopted at any meeting of the Board, the Board may provide for additional regular meetings that may be held as needed.
	Section 2. Special Meetings of the Board. Special meetings of the Board for any purpose or purposes may be called at any time by the chair or by any two Directors. Such meetings may be held upon notice given to all Directors not less than three (3) days prior to the date of the meeting. Such notice shall specify the time, date, place, and purpose or purposes of the meeting and may be given by telephone, email or other electronic media, or by express delivery.
	Section 3. Quorum and Voting Requirements for Meetings of the Board. Unless otherwise expressly provided in the Corporation’s Certificate of Formation, these Bylaws or applicable law, (i) the quorum necessary for the transaction of business at meetings of the Board shall be a majority of the Directors in person or by proxy and at least three Independent Directors, and (ii) actions by the Board shall be approved upon receipt of the affirmative vote of a majority of the Directors present and voting in person or by proxy at a meeting at which a quorum is present.
	Section 4. Meetings of the Board to be Open. Notice to the public of the dates, places, and times of meetings of the Board, and all non-confidential material provided to the Board, shall be posted on the Corporation’s website at approximately the same time that notice or such material is given to the Directors. Meetings of the Board shall be open to the public, subject to reasonable limitations due to the availability and size of meeting facilities; provided, that the Board may meet in or adjourn to closed session to discuss matters of a confidential nature, including but not limited to compliance and enforcement matters, personnel matters, litigation, or commercially sensitive or critical infrastructure information of the Corporation or any other entity. Any or all of the Directors or members of a Board committee, may participate in a meeting of the Board, or a meeting of a committee, in person or by proxy, by means of any communications system by which all persons participating in the meeting are able to hear each other.
	Section 5. Waivers of Notice of Board Meetings and Board Meeting Adjournments.  Notice of a board meeting need not be given to any Director who signs or sends email confirming a waiver of notice, in person or by proxy, whether before or after the meeting, or who attends the meeting without protesting, prior to the conclusion of the meeting, the lack of notice of such meeting. Notice of an adjourned board meeting need not be given if the time and place to which the meeting is adjourned are announced at the meeting at which the adjournment is taken and if the period of adjournment does not exceed ten (10) days.
	Section 6. Action Without a Meeting.  Any action required or permitted to be taken at a meeting of the Board, or of any committee thereof, may be taken by the Board or by the committee without a meeting if the action is consented to in writing by the number of Directors or Members members of the committee, as the case may be, entitled to vote on the action that would be required to approve the action at a meeting of the Board or committee with all Members members of the Board or committee present. The call for action without a meeting of the Board may be initiated by the chair or by any two Directors. Notice of the proposed call for action without a meeting, and all non-confidential material provided to the Board in connection with the call for action without a meeting, shall be posted on the Corporation’s website and sent via email to an email distribution list to which Corporate Members and the public may subscribe at approximately the same time notice of the call for action without a meeting or such material is provided to the Board. The call for action without a meeting of a committee of the Board may be initiated by the chair of the committee or by any two Members members of the committee. The Directors or Members members of the committee shall receive written notice of the results of such action within seven (7) days of the action vote. All written responses of the Directors shall be filed with the minutes of the Corporation, and all written responses of Members members of a committee shall be filed with the minutes of such committee.

	Article VII. OFFICERS
	Section 1. Selection of Officers. At a regular meeting held in accordance with Article V, Section 1 of these Bylaws, the Board shall elect a CEO and shall approve a corporate secretary  and such other officers of the Corporation (collectively, the “Officers”) as it shall deem necessary. The CEO shall be nominated and elected by the Board.  All of the other Officers shall be selected by the CEO and approved by the Board, and the removal of all Officers shall be removed confirmed by the Board.  The Management Director shall not participate in votes electing, approving, or removing Officers. The duties and authority of the Officers shall be determined from time to time by the Board. Subject to any such determination, the Officers shall have the following duties and authority:
	Section 2. Chief Executive Officer.  The CEO shall be the chief executive officer of the Corporation. He or she shall be responsible for the day-to-day ongoing activities of the Corporation and shall have such other duties as may be delegated or assigned to him or her by the chair. The CEO may enter into and execute in the name of the Corporation contracts or other instruments not in the regular course of business that are authorized, either generally or specifically, by the Board.
	Section 3. Corporate Secretary.  The secretary shall maintain the roster of Members of the Corporation, shall cause notices of all meetings to be served as prescribed in these Bylaws, shall keep or cause to be kept the minutes of all meetings of the Members and the Board, and shall have charge of the seal of the Corporation. The secretary shall perform such other duties and possess such other powers as are incident to his or her office or as shall be assigned to him or her by the CEO
	Section 4. Chief Financial Officer.  If hired and approved, a chief financial officer shall have custody of the funds and securities of the Corporation, shall keep or cause to be kept regular books of account for the Corporation and shall have the duties normally assigned to a treasurer of a corporation. The chief financial officer shall perform such other duties and possess such other powers as are incident to his or her office or as shall be assigned to him or her by the CEO.

	Article VIII. RELIABILITY STANDARDS DEVELOPMENT COMMITTEE
	Section 1. Requirement.  The Corporation shall have a Reliability Standards Development Committee, which shall operate in accordance with the Standards Development Process as set forth in Exhibit C to the Delegation Agreement with NERC and approved by FERC.  The chair and vice chair of the Standards Development Committee must be accepted or approved by the Board, in accordance with said Exhibit C.

	Article IX. MEMBER REPRESENTATIVES COMMITTEE
	Section 1. Purpose of Member Representatives Committee.  The Corporation shall have a Member Representatives Committee that shall provide advice and recommendations to the Board with respect to annual budgets, business plans and funding mechanisms of the Corporation; other matters relevant to reliability of the ERCOT Bulk Power System; and other matters pertinent to the purpose and operations of the Corporation.  The Member Representatives Committee shall provide its advice and recommendation to the Board through its chair and the vice chair, who also serve as the Affiliated Directors on the Board. The Members Representatives Committee may create subcommittees, task forces, or working groups (“subcommittees”) as it deems appropriate to study or discuss selected technical or compliance matters to make recommendations to the board as requested or required by the Board or as deemed appropriate to its purpose by the Members Representatives Committee.  Because it is elected by the Members of the Corporation and not appointed by the Board, the Member Representatives Committee shall not be a standing committee of the Board of Directors of the Corporation, but is authorized to provide advice and recommendations directly to the Board, through its elected chair and vice chair.  
	Section 2. Composition of the Member Representatives Committee.  The Member Representatives Committee shall consist of two representatives from each Sector to serve annually and will annually select a chair and vice chair for the Member Representatives Committee. The representatives of each Sector shall be officers, employees, or directors of Members in that Sector; provided however, except for a Sector that has only one Member, only one officer, employee, or director of a Member in a Sector may be a representative from that Sector. No member of the Board shall be a member of the Member Representatives Committee. The Board may by resolution create additional non-voting positions on the Member Representatives Committee on its own initiative or at the written request of any group of Members of the Corporation that believes its interests are not adequately represented on the Member Representatives Committee.  There shall be no limit on the number of terms that an officer, employee, or director of a Member, may serve on the Member Representatives Committee.
	Section 3. Election of Representatives of the Member Representatives Committee. Unless a Sector adopts an alternative election procedure, the annual election of representatives from each Sector to the Member Representatives Committee, and any election to fill a vacancy, shall be conducted in accordance with the following process, which shall be administered by the officers of the Corporation. 
	(a) During the period beginning no more than ninety (90) days and ending no less than fifteen (15) days prior to an annual meeting, or beginning no more than forty-five (45) days and ending no less than fifteen (15) days prior to a special meeting called in whole or in part to hold an election to fill a vacancy, nominations may be submitted for candidates for election to the Member Representatives Committee. A nominee for election as a Sector representative must be an officer, employee, or director of a Member in that Sector. No more than one nominee who is an officer, employee, or director of a Member may stand for election in any single Sector; if more than one officer, employee, or director of a Member is nominated for election from a Sector, the Member shall designate which such nominee shall stand for election. The election of representatives shall be conducted over a period of ten (10) days using an electronic process approved by the secretary of the Corporation. 
	(b) Each Member in a Sector shall have one vote for each Representative to be elected from the Sector in that election and may cast no more than one vote for any nominee. The nominee receiving the highest number of votes in each Sector shall be elected to one Representative position to be filled from that Sector and the nominee receiving the second highest number of votes shall be elected as the second Representative position for that Sector. To be elected on the first ballot, a nominee must receive a number of votes equal to a simple majority of the Members in the Sector casting votes in the election. If no nominee in a Sector receives a simple majority of votes cast in the first ballot, a second ballot shall be conducted which shall be limited to the number of candidates receiving the three (3) highest vote totals on the first ballot.  The nominees receiving the two highest totals of votes on the second ballot shall be elected to the Representative positions for the Sector.
	(c) A Sector may adopt an alternative procedure to the foregoing to nominate and elect its Representatives to the Member Representatives Committee if (i) the alternative procedure is consistent in principle with the procedures specified in the preceding paragraph of this Section, and (ii) the alternative procedure is approved by vote of at least two-thirds of the Members in the Sector, provided, however that any alternative procedure may be reviewed and disapproved by the Board.
	(d) A Sector may elect an Alternate to serve in place and at the convenience of the Sector’s Member Representatives Committee Representative(s) in the event a Member Representatives Committee Representative cannot attend a Member Representatives Committee meeting.

	Section 4. Chair and Vice Chair of the Member Representatives Committee.  After the annual selection of its Representatives, the Member Representatives Committee shall select a chair and vice chair from among its voting Representatives by majority vote to serve during the upcoming year and be the Affiliated Directors on the Board.  The selected chair and vice chair may not be representatives of the same Sector or NERC function and may not concurrently serve on the Board of ERCOT ISO or any other registered entity in the ERCOT Region.  The Board shall be notified of the selection of the chair and vice chair, but the selection will not be subject to approval of the Board. The chair is responsible for ensuring that minutes of the meetings are properly maintained and made available to the public, but the chair may delegate this responsibility to the vice chair or to another Representative of the Member Representatives Committee who is designated as secretary of the Member Representatives Committee.
	Section 5. Vacancies on the Member Representatives Committee.  In the event that any Representative of the Member Representatives Committee ceases to serve as a Representative of the Member Representatives Committee as a result of his or her death, resignation, retirement, disqualification, or removal or other cause, the Members in the Sector of which such Representative was a representative shall elect, as soon thereafter as reasonably practicable, and in accordance with the procedures in this Article IX, a new Representative to replace the Representative of the Member Representatives Committee who ceased to serve.  For those Sectors that have elected an Alternate, the Alternate will fill a vacancy left by the Sector’s Member Representative and a new Alternate will be elected by the Sector.
	Section 6. Meetings of the Member Representatives Committee. The Member Representatives Committee will annually plan and hold quarterly meetings, at a time and place determined by the Member Representatives Committee and posted on the Corporation’s website.  Except for closed session meetings specifically allowed by this Section, all meetings shall be open to the public.  The Members Representatives Committee shall adopt such procedural rules as are needed to operate in accordance with its purpose and will include procedures for coordinating with employees of the Corporation who provide administrative support, as set forth in subsection 6(c), below. 
	(a) Notice to the public of the dates, places, and times of meetings of the Member Representatives Committee and any subcommittees thereof, and all non-confidential material provided to the Member Representatives Committee or any subcommittees thereof, shall be posted on the Corporation’s website at approximately the same time that notice or such material is given to the Member Representatives Committee, which will normally be at least one week prior to any meeting. Meetings of the Member Representatives Committee shall be open to the public, subject to reasonable limitations due to the availability and size of meeting facilities; provided, that the Member Representatives Committee may meet in or adjourn to closed session to discuss matters of a confidential nature, including but not limited to confidential planning information, critical infrastructure information, or commercially sensitive information of the corporation or any other entity. Any or all Representatives of, and any other participants in, the Member Representatives Committee may participate in a meeting of the Member Representatives Committee by means of a communications system by which all persons participating in the meeting are able to hear each other.
	(b) Special meetings may be called for any purpose or purposes by the chair of the Member Representatives Committee or by any three (3) Representatives of the Member Representatives Committee, which number shall include representatives from at least three Sectors, and require notice given to all Representatives of the Member Representatives Committee not less than seven (7) days prior to the date of the meeting. Such notice shall specify the time, date, place, and purpose or purposes of the meeting and may be given by telephone, facsimile, or other electronic media, or by express delivery.
	(c) The Member Representatives Committee shall effectively coordinate with the employees of the Corporation and adopt procedural rules for the voting for Representatives, scheduling of meetings, and public posting of required meeting information and minutes. The chair or vice chair of the Member Representatives Committee shall provide all meeting agendas, material, minutes and other information required or desired to be posted on the Corporation’s website to appropriate Corporation employees at least one business day prior to the time such information should be posted.  

	Section 7. Waivers of Notice of Meetings of the Member Representative Committee and Meeting Adjournments. Notice of a meeting of the Member Representatives Committee need not be given to any member of the Member Representatives Committee who signs a waiver of notice, in person or by proxy, whether before or after the meeting, or who attends the meeting without protesting, prior to the conclusion of the meeting, the lack of notice of such meeting. Notice of an adjourned meeting of the Member Representatives Committee need not be given if the time and place to which the meeting is adjourned are announced at the meeting at which the adjournment is taken and if the period of adjournment does not exceed ten (10) days.
	Section 8. Quorums and Voting for Meetings of the Member Representatives Committee.  The quorum necessary for the transaction of business at meetings of the Member Representatives Committee shall be two-thirds of the voting members of the Member Representatives Committee attending the meeting in person or by proxy.  A member of the Member Representatives Committee may give a proxy only to a person who is an officer, employee, or director of a Member, registered in the same Sector. Each voting member of the Member Representatives Committee shall have one (1) vote on any matter coming before the Member Representatives Committee that requires a vote. Except as otherwise expressly provided in the Corporation’s Certificate of Formation, these Bylaws or applicable law, actions by members of the Member Representatives Committee shall be approved upon receipt of the affirmative vote of a majority of the voting members of the Member Representatives Committee present and voting at any meeting at which a quorum is present.
	Section 9. Alternates and Proxies. Member Representatives may designate another Member Representative or the Sector Alternate as a proxy if unable to attend a Members Representative Committee meeting, 
	Section 10. Other Procedures of the Member Representatives Committee.  The chair of the Board, shall preside at the initial meeting of the Member Representatives Committee, until a chair is selected in accordance with Article IX, Section 4. Except as to any matter as to which the procedure to be followed by the Member Representatives Committee is expressly set forth in these Bylaws, the Member Representatives Committee may adopt such additional procedures, not inconsistent with these Bylaws, as it deems appropriate, subject to review and disapproval by the Board.

	Article X. OTHER COMMITTEES AND SUBCOMMITTEES
	Section 1. Committees of the Corporation.  In addition to those committees specified by these Bylaws, to which the Board shall appoint members in accordance with the requirements of these Bylaws, the Board may by resolution create standing committees of the Corporation; and may in addition by resolution appoint such committees, subcommittees, task forces and Sector-specific forums as the Board deems necessary or desirable to carry out the purposes of the Corporation. The Board shall appoint standing committees and other committees of the Corporation that are representative of Members, other interested parties, and the public, that provide for balanced decision-making and that include persons with outstanding technical knowledge and experience. All committees, subcommittees, task forces and Sector-specific forums shall have such scope and duties, not inconsistent with law, as are specified in these Bylaws and the Rules of Procedure of the Corporation or otherwise determined by the Board.

	Article XI. BUDGETS AND FUNDING
	Section 1. Compensation of the Board and Member Representatives Committee.  The Board shall have the right to fix from time to time, by resolution adopted by a majority of the Directors and a majority of the Independent Directors then serving as Directors, the amount of the annual retainer fee or other compensation to be paid to the Independent Directors for their services to the Corporation, including any fees to be paid for each meeting of the Board or any Board committee attended by an Independent Director. The Board will evaluate the fee or other compensation at least every three years, to ensure that Director compensation is appropriate.  No compensation shall be paid to any Management Director, Affiliated Director, or any ex officio Director for his or her services on the Board, other than the compensation paid to the Management Director for services as CEO of the Corporation. No compensation shall be paid by the Corporation to any member of the Member Representatives Committee for their his or her services on the Member Representatives Committee.  Independent Directors shall be entitled to be reimbursed their reasonable out-of-pocket expenditures for attending meetings and conducting the business of the Corporation.
	Section 2. Preparation and Adoption of Annual Budget, Business Plan, and Funding Mechanism.  The Board shall require the CEO to prepare for Board approval an annual business plan and budget for the administrative and other expenses of the Corporation, including the expenditures for the fiscal year for any material special projects undertaken by the Corporation and reasonable and proper reserves and provisions for contingencies, in accordance with all NERC and Commission requirements. If the Corporation might or will be performing Non-statutory activities in the budget year, the Board will require that such Non-statutory activities be budgeted for separately from the activities performed pursuant to the Delegation Agreement.  The Board shall further require that a funding mechanism be in place for such Non-statutory activities (pursuant to Article XI, Section 3), prior to the approval of any Non-statutory activities.  The annual business plan, budget and funding mechanism of the Corporation shall be for a fiscal year commencing on January 1 and ending on December 31. Each annual business plan, budget, and funding mechanism shall be approved by the Board at a regular meeting or a special meeting of the Board duly called for that purpose. The Board shall use reasonable efforts to approve each annual business plan, budget, and funding mechanism at a time that allows for timely submittal of the approved annual business plan, budget, and funding mechanism to the applicable regulatory authorities.
	Section 1. Criteria for Non-Statutory Funding Mechanisms.  For any authorized Non-statutory activities, the Board must approve a funding mechanism, which is authorized and approved by the PUCT, which funding mechanism shall recover, over the course of the fiscal year, the revenue required to fund the fiscal year Non-statutory activities 
	Section 3. Comments During Preparation of Annual Business Plan and Budget.  In preparing the annual business plan and budget, the Board shall require that the CEO post a draft business plan and budget for review and comment by the Members of the Corporation and the Member Representatives Committee and the standing committees of the Corporation for at least ten (10) days prior to the date of the meeting of the Board at which the annual business plan and budget is to be adopted.
	Section 4. Modified or Supplemental Budgets.  During the course of a fiscal year, the Board may modify any approved budget or develop and approve a supplemental budget if determined by the Board to be necessary due to such factors as a shortfall in revenues of the Corporation from projected levels, incurred or anticipated expenditures, duties, or new projects not provided for in the annual budget, or such other factors as in the judgment of the Board warrant modification of the budget for the fiscal year or development of a supplemental budget. In preparing a modified or supplemental budget, the Board shall follow the provisions of this Article XI, Section 4 to the extent practicable in the judgment of the Board in light of the urgency of the circumstances necessitating preparation and approval of the modified or supplemental budget. Each modified or supplemental budget shall be approved by the Board at a regular meeting or a special meeting of the Board duly called for that purpose.
	Section 5. Submission of Annual Business Plans and Budgets to the Regulatory Authorities.  Each annual budget, annual business plan, and annual, modified, or supplemental budget approved by the Board shall be submitted by the Corporation to the ERO and any applicable regulatory authorities for approval in accordance with its regulations, and shall not be effective until approved by the applicable regulatory authorities. If ordered to modify or remand an annual budget, business plan, or annual, modified, or supplemental funding mechanism, the Board shall promptly following such order adopt such modifications to the business plan, budget , or funding mechanism as are required or directed by the order of the ERO and any applicable regulatory authority.

	Article XII. AMENDMENTS TO THE BYLAWS
	Section 1. Amendments to the Bylaws.  These Bylaws may be altered, amended, or repealed by a majority vote of both the Board and the Membership at respective meetings of the Board and the Members  atMembers at which a quorum is present. Written notice of the subject matter of the proposed changes to the Bylaws shall be provided to the Directors and to the Members not less than ten (10) nor more than sixty (60) days prior to the date of the meeting of the Board or the Members at which the vote is to be taken. Notwithstanding the provisions of this Article XIV, the Members of the Corporation voting by Sector shall have the right to alter, amend, or repeal Bylaws adopted by the Board and to adopt new Bylaws, provided that any such alteration, amendment, or repeal or the adoption of new Bylaws is approved by vote of two-thirds of the Sectors at a meeting of Members called for that purpose, or by written consent of two-thirds of the Sectors, where the number of votes for and against the proposed alteration, amendment, repeal or adoption of Bylaws shall be determined in accordance with Article IV, Section 2. Any alteration, amendment, repeal or adoption of Bylaws shall be subject to any applicable requirements for filing with or approval by the ERO or any other applicable regulatory authority.

	Article XIII. INDEMNIFICATION; PROCEDURE; DISSOLUTION
	Section 1. Indemnification.  The Corporation shall indemnify each person who at any time shall serve, or shall have served, as an officer, Director, employee, or other corporate agent of the Corporation, is or was serving at its request as a director, officer, partner, venturer, proprietor, employee, agent or similar functionary of another foreign or domestic corporation, partnership, joint venture, sole proprietorship, trust, employee benefit plan or other enterprise (“Indemnified Parties”), to the full extent from time to time permitted by the Texas Business Organizations Code and other applicable law. Such right of indemnification shall inure to the benefit of the legal representative of any such Indemnified Party. The foregoing indemnification shall be in addition to, and not in restriction or limitation of, any privilege or power that the Corporation may have with respect to the indemnification or reimbursement of its Indemnified Parties. The Corporation shall also pay or advance reasonable expenses incurred by an Indemnified Party in connection with a proceeding in advance of the final disposition of the proceeding upon receipt of a written affirmation by the Indemnified Party of a good faith belief that the standard of conduct necessary for indemnification under this Article XIII and the Texas Business Organizations Code has been met and a written undertaking by or on behalf of the officer, Director, or other corporate agent to repay the amount if it shall be ultimately determined that the Indemnified Party was not entitled to be indemnified by the Corporation.
	Section 2. Parliamentary Rules.  In the absence of and to the extent not inconsistent with specific provisions in these Bylaws, meetings or other actions pursuant to these Bylaws shall be governed by procedures that the Board may, from time to time, establish by resolution.
	Section 3. Dissolution.  Upon dissolution of the Corporation, in accordance with the Certificate of Formation, the remaining assets of the Corporation after payment of debts shall be distributed in the manner determined by the Board, provided that, (i) no part of the assets shall be distributed to any Director of the Corporation, and (ii) the distribution of assets shall be consistent with the requirements of Section 501(c)(3) of the United States Internal Revenue Code of 1954.

	Article XIV. CONFLICTS OF INTEREST
	Section 1. Conflicts of Interest.
	(a) Each Independent Director shall have an affirmative duty to disclose to the Board or committee (as the case may be) any actual or potential conflicts of interest of the Director that arise during his or her tenure as a director Director where, and to the extent that, such conflicts or potential conflicts directly or indirectly affect any matter that comes before the Board. An Independent Director with a direct or potentially conflicting interest in a matter shall recuse himself from deliberations and actions on the matter in which the conflict arises and shall abstain on any vote on the matter and not otherwise participate in a decision on the matter.    Any disclosure of a potential conflict of interest by a Director shall be noted in the minutes of the Board meeting at which the direct interest is disclosed. Mere attendance at the meeting, without participating in discussion of the issue raising the potential conflict, shall not constitute participation.
	(b) The Corporation may not make any loan to a Director, committee member or officer of the Corporation. A Member, Director, officer, or committee member of the Corporation may not lend money to, or otherwise transact business with, the Corporation except as otherwise provided by these Bylaws, the Certificate of Formation, and applicable law. A related party transacting business with the Corporation has the same rights and obligations relating to those matters as other persons transacting business with the Corporation, provided the related party nature of the transaction is known to the Board. The Corporation may not borrow money from, or otherwise transact business with, a Member, Director, officer, or committee member of the Corporation unless the transaction is described fully in a legally binding instrument and is in the Corporation’s best interests. The Corporation may not borrow money from, or otherwise transact business with, a Member, Director, officer, or committee member of the Corporation without full disclosure of all relevant facts and without the Board’s approval, not including the vote of any person having a personal interest in the transaction.

	Section 2. Prohibited Acts.  No Member, Director, officer, or committee member of the Corporation may do any of the below-listed prohibited acts. Performance of these prohibited acts may lead to sanction, suspension, expulsion or termination after a hearing as described in these Bylaws.  The prohibited acts include the following: 
	(a) Do any act in violation of these Bylaws.
	(b) Do any act in violation of a binding obligation of the Corporation except with the Board’s prior approval.
	(c)  Do any act with the intention of harming the Corporation or any of its operations.
	(d) Receive an improper personal benefit from the operation of the Corporation.
	(e) Use the Corporation’s assets, directly or indirectly, for any purpose other than carrying on the Corporation’s business.
	(f) Wrongfully transfer or dispose of Corporation property, including intangible property such as goodwill.
	(g) Use the Corporation’s name (or any substantially similar name) or any trademark or trade name adopted by the Corporation, except on behalf of Corporation in the ordinary course of its business or as a reference to the Corporation or its region.
	(h) Disclose any of Corporation’s or Members’ business practices, trade secrets, or any other confidential or proprietary information not generally known to the business community to any person not authorized to receive it. 

	Section 3. Loans and Guarantees.  Neither participation in the activities of the Corporation nor any provision of these Bylaws or of the Certificate of Formation shall be deemed to constitute a pledge or loan of the credit of any Member for the benefit of the Corporation or a guarantee by any Member of any obligation of the Corporation.

	Article XV. BOOKS AND RECORDS; AUDIT; FISCAL YEAR
	Section 1. Access to Books and Records.  All Members of the Corporation will have access to the books and records of the Corporation, including financial statements and budgets; however, the Board shall establish procedures by which a Member, upon written demand stating the purpose of the demand may examine and copy the books and records of the Corporation. If necessary to protect the confidential information of the Corporation, a Member requesting examination of any of the Corporation’s non-public books and records may will be required to sign a confidentiality and non-disclosure agreement before viewing such information. The procedures shall include policies that provide reasonable protection against the unnecessary disclosure of information related to individual employees, including their compensation.
	Section 2. Audit.  At least annually, an audit of the financial statements of the Corporation shall be performed by the Auditor approved by the Board. The Auditor’s opinion and the audited financial statements will be made available to all Members as described in Article XV, Section 1.
	Section 3. Fiscal Year.  The fiscal year of the Corporation shall be from January 1 through the following December 31, unless otherwise established by resolution of the Board.
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	Article I. DEFINITIONS
	Section 1. Definitions.  The capitalized terms used in these Bylaws of Texas Regional Entity, Inc. (the “Corporation” or “Texas RE”), shall have the meanings set forth below, or if not set forth below, shall have the meanings given them in the NERC Rules of Procedure.
	(a) “Affiliate” means any companyentity controlling, controlled by or under common control with the entity under consideration, and includes any companyentity (i.e., any commercial enterprise) in any of the following relationships: (i) an companyentity that directly or indirectly owns or holds at least five percent of the voting securities of another companyentity, (ii) an companyentity in a chain of successive ownership of at least five percent of the voting securities of another companyentity, (iii) an companyentity which shares a common parent with or is under common influence or control with another companyentity or (iv) an companyentity that actually exercises substantial influence or control over the policies and actions of another companyentity. Evidence of influence or control shall include the possession, directly or indirectly, of the power to direct or cause the direction of the management and/or policies and procedures of another, whether that power is established through ownership or voting of at least five percent of the voting securities or by any other direct or indirect means. In cases where the level of control or influence is disputed, the Board shall have discretion to determine whether or not the entities are Affiliates of one another. Membership in Texas RE shall not create an affiliation with Texas RE.
	(b) “Board” means the Board of Directors of the Corporation.
	(c) “Bulk Power System” or “BPS” means facilities and control systems necessary for operating an interconnected electric energy transmission network (or any portion thereof) and facilities generating electric energy as needed to maintain transmission system reliability, but does not include facilities used in the local distribution of electricity.
	(d) “Commission” or “FERC” means the Federal Energy Regulatory Commission.
	(e)  “Delegated Authority” means the authority delegated by NERC to the Corporation to propose and enforce NERC Reliability Standards and perform other reliability-related activities in the ERCOT Region under the Delegation Agreement executed by NERC and the Corporation and approved by FERC, pursuant to Section 215 of the Federal Power Act (16 U.S.C. §824n). 
	(f) Delegation Agreement means the agreement between the Corporation and NERC and approved by the Commission which describes the Delegated Authority and may be amended from time to time. 
	(g) “Electric Reliability Organization” or “ERO” means the organization that is certified by the Commission pursuant to Section 39.3 of its regulations, and has received recognition by appropriate regulatory authorities in Canada and Mexico, as applicable, to establish and enforce Reliability Standards for the Bulk Power Systems of the respective countries and that has entered into a delegation agreement with the Corporation pursuant to which the Electric Reliability Organization delegates enforcement authority for Reliability Standards for the Bulk Power System in the ERCOT Region.  NERC was certified as the ERO on July 20, 2006.
	(h) “ERCOT Region” means the geographic area and associated transmission and distribution facilities that are not synchronously interconnected with electric utilities operating outside the jurisdiction of the Public Utility Commission of Texas.   
	(i) “Independent Director” means a person who is not (a) an officer or employee of the Corporation; (b) a NERC Registered Entity or Member or an officer, director, or employee of a Member of the Corporation; or (c) an officer, director, or employee of any company or entity that would reasonably be perceived as having a direct financial interest in the outcome of Board decisions and who does not have a relationship that would interfere with the exercise of independent judgment in carrying out the responsibilities of a Director, as more specifically described in Article IV of these Bylaws.
	(j) “Member” means a member of the Corporation pursuant to Article II of these Bylaws.
	(k) “PUCT” means the Public Utility Commission of Texas.
	(l) “NERC” means North American Electric Reliability Corporation, the entity certified by FERC as the ERO on July 20, 2006. 
	(m) “NERC Rules of Procedure” means the Rules of Procedure that are adopted by NERC and approved by the Commission.
	(n) “Regional Entity” means an entity with a Delegation Agreement with NERC, as ERO , including the following organizations, in addition to Texas Regional Entity: Florida Reliability Coordinating Council (FRCC), Midwest Reliability Organization (MRO), Northeast Power Coordinating Council (NPCC), ReliabilityFirst Corporation (RFC), Southeastern Electric Reliability Council (SERC), Southwest Power Pool (SPP), and Western Electricity Coordinating Council (WECC). 
	(o) Regional Reliability Standard means a standard for the ERCOT Region that is proposed and approved in accordance with the Texas RE Standards Development Process, as set forth in Exhibit C to the Delegation Agreement, and either, (i) sets more stringent reliability requirements than a national Reliability Standard, or (ii) covers matters not covered by a national Reliability Standard.
	(p) “Registered Entity” means an entity that is registered with NERC and listed on the NERC Compliance Registry (available at www.nerc.com). 
	(q) “Reliability Standard” means a requirement to provide for Reliable Operation of the Bulk-Power System,  which is approved by NERC and the Commission, pursuant to Section 215 of the Federal Power Act an all amendments thereto.  This term includes requirements for the operation of existing Bulk-Power System facilities, including cybersecurity protection, and the design of planned additions or modifications to such facilities to the extent necessary to provide for Reliable Operation of the Bulk-Power System. 
	(r) “Reliable Operation” means operating the elements of the Bulk Power System within equipment and electric system thermal, voltage, and stability limits so that instability, uncontrolled separation, or cascading failures of the Bulk Power System will not occur as a result of a sudden disturbance, including a cybersecurity incident, or unanticipated failure of system elements.
	(s) “Sector” means a group of Members of the Corporation that are Bulk Power System owners, operators, or users, as defined in Article III, Section 4 of these Bylaws. Each Sector shall constitute a class of Members for purposes of Chapter 22 (Nonprofit Corporations) of the Texas Business Organizations Code.


	Article II. PURPOSE
	Section 1. General Purpose.  The purpose of the Corporation is to preserve and enhance reliability in the ERCOT Region.  In furtherance of this goal, the Corporation will:
	(a) Perform Reliability Standards development, compliance monitoring, compliance enforcement, and other related activities  asactivities as a Regional Entity, pursuant to 16 U.S.C. §824n, in accordance with the Corporation’s Delegation Agreement with NERC;
	(b) Carry out other activities as set forth in the Delegation Agreement, the NERC Rules of Procedure, or as otherwise required or requested by NERC, in support of the Delegated Authority, including but not limited to organization registration and certification, reliability assessment and performance analysis, training and education, and situational awareness and infrastructure security; and
	(a) Perform non-statutory compliance monitoring and reporting of the ERCOT Protocols, as authorized by the Public Utility Commission of Texas and allowed by NERC and FERC; and
	(c) Engage in any other lawful act or activity that is not in conflict with the Corporation’s duties as a Regional Entity and for which non-profit corporations may be organized under the Texas Non-Profit Corporations Act.

	Section 2. Non-Profit Corporation.  The Corporation is a Texas non-profit corporation.
	Section 3. Geographic Area.  The Corporation will perform its operations primarily within the ERCOT Region.  The ERCOT Region includes 200,000 square miles, 85% of Texas load, and 75% of Texas land area (does not include the Panhandle, El Paso area, and 2 areas of East Texas). The ERCOT Region includes the following Texas cities and towns: Dallas, Ft. Worth, Houston, San Antonio, Austin, Paris, Tyler, Nacogdoches, Lufkin, Bryan, College Station, Corpus Christi, Harlingen, Brownsville, Laredo, Brownwood, San Angelo, Abilene, Midland, Odessa, Fort Stockton, Monahans, Snyder, Vernon, Wichita Falls, Denton, Garland, Greenville, Waco, Temple, Killeen, Weatherford, and Graham, and does not interconnect synchronously across state lines to import or export power with neighboring reliability regions.

	Article III. MEMBERSHIP
	Section 1. Members.  The Corporation is a membership corporation. Membership in the Corporation is voluntary and is open to any companyentity  that is a  user, owner or operator of the ERCOT Region Bulk Power System, registers with the Corporation as a Member, maintains its registration in accordance with this Article III, and complies with the other conditions and obligations of membership specified in these Bylaws.  All Members must qualify and be registered in one of the Sectors defined in Article III, Section 4.  Membership in the Corporation is not a condition to participating in the development or consideration of proposed Regional Standards. 
	Section 2. Registration as a Member.  Any companyentity that is eligible to be a Member of the Corporation in accordance with Article III, Section A may become a Member by completing and submitting to the secretary of the Corporation a membership registration on a form prescribed by the Corporation. The Member shall designate one representative and an alternative representative with authority to receive notices, cast votes, and execute waivers and consents on behalf of the Member. The secretary of the Corporation shall maintain a current roster of the Members of the Corporation including each Member’s designated representative and alternative representative. From time to time, the Board shall establish a date by which Members shall submit their registration renewals. All Members shall be required to renew their registrations annually and within 30 calendar days of a request by an officer of the Corporation, using a registration renewal form prescribed by the Corporation. The secretary of the Corporation shall remove from the roster of Members of the Corporation any Member that has not submitted a registration renewal within 30 days following a date established by the Corporation. The secretary shall inform any Member that is removed from the roster of Members of such removal, by sending notice to such former Member’s last known address on the records of the Corporation.
	Section 3. Obligations and Conditions of Membership.  
	(a) Members must agree to promote, support, and comply with Reliability Standards, comply with the ERCOT region market rules, and assist the Corporation in its compliance with the terms and provisions of the Corporation’s Delegation Agreement with NERC. Each Member shall agree, in writing, to accept the responsibility to comply with policies of NERC and the Corporation as set forth in their respective certificates of formation, bylaws, rules of procedure, and Reliability Standards, as applicable, as from time to time adopted, approved, or amended.
	(b) As an additional condition of membership in the Corporation, each Member shall be required to execute an agreement with the Corporation, in a form to be specified by the Corporation, that such companyentity will hold all Directors, officers, employees, and agents of the Corporation, as well as volunteers participating in good faith in the activities of the Corporation, harmless for any injury or damage caused by any act or omission of any director, officer, employee, agent, or volunteer in the course of performance of his or her duties on behalf of the Corporation, other than for willful acts of misconduct.
	(c) Consistent with applicable laws and regulations, Members must share nonproprietary information at the Corporation’s request as necessary for the furtherance of the Corporation’s activities and consistent with NERC, PUCT, or any other applicable rules relating to confidentiality.

	Section 4. Membership Sectors.  Each Member shall elect to be assigned to one of the following membership Sectors:
	(a) System Coordination and Planning:  An companyentity that is registered with NERC as a Reliability Coordinator (RC), Balancing Authority (BA), Planning Authority (PA), Resource Planner (RP), Transmission Service Provider (TSP), or Interchange Authority (IA).
	(b) Transmission: An company entity that is registered with NERC as a Transmission Owner (TO), Transmission Planner (TP), Transmission Service Provider (TSP), and/or Transmission Operator (TOP). 
	(c) DistributionCooperative or River Authority Utility: An entity that is (a) a corporation organized under Chapter 161 of the Texas Utilities Code or a predecessor statute to Chapter 161 and operating under that chapter; or (b) a corporation organized as an electric cooperative in a state other than Texas that has obtained a certificate of authority to conduct affairs in the State of Texas; or (c) a cooperative association organized under Tex. Rev. Civ. Stat. 1396-50.01 or a predecessor to that statute and operating under that statute; or (d) a River Authority as defined in Tex. Water Code §30.003.company  that is registered with NERC for at least one registered function.  as a Distribution Provider (DP) and is not registered as a TO and has no Affiliates that are registered as a TO. 
	(d) Municipal Utility: aAn entity that owns or controls transmission or distribution facilities, owns or controls dispatchable generating facilities, or provides retail electric service and is a municipally owned utility as defined in PURA §11.003 and is registered with NERC for at least one registered function.
	(e) Generation: An companyentity that is registered with NERC as a Generator Owner (GO) or Generator Operator (GOP). 
	(f) Load-Serving and Marketing:  An companyentity that is registered with NERC as a Load Serving Entity (LSE), a Purchasing-Selling Entity, or any newly defined NERC Function for demand response. 
	(a) BPS Owner, Operator or User:  A company that is an owner, user, or operator of the ERCOT Region Bulk Power System but is not registered with NERC for any NERC Function and has no Affiliates that are Members.
	(a) Governmental/Regulatory: A representative of the Public Utility Commission of Texas.

	Section 5. Participation.  
	(a) There is only one level of Membership, and no company or entity may simultaneously hold more than one Membership.  
	(b) Members must qualify in and join a Sector.  If any companyentity does not qualify in any other Sector but is an owner, user, or operator of the ERCOT Region Bulk Power System, it may belong to the BPS Owner, Operator or User Sector. 
	(c) A Member that is eligible for more than one Sector may join only one Sector and it must be the most appropriate Sector for its business.  Any disputes regarding appropriateness of a Member’s Sector will be decided by a majority vote by the Board. 
	(d) A company or entity that is an Affiliate of a Member may hold a separate membership in a different Sector (except for the BPS Owner Operator, User Sector), so long as the legal entities have different NERC Compliance Registry Numbers under which they are currently registered for the applicable NERC Function.  
	(e) A Member must continue to vote in the same Sector for a minimum of one year or until it is no longer eligible to remain in such Sector, and it must give notice to the Corporate secretary when it elects or is required to change Sectors.
	(f) The Board may review the Sector qualification of any Member and may determine that a Member does not qualify for, and require them to change Sectors.
	(g) A Member who is no longer eligible or not in good standing may not vote on any matters that require membership.

	Section 6. Membership Fees.  Members must pay an annual Membership Fee of $250, to offset the expenses of membership qualification, coordination, and meetings, unless the Board waives the fee for any Member for good cause shown.  The Board may agree to change the amount or frequency of the Membership Fee, from time to time, by majority vote. 
	Section 7. Term of Membership.  Membership in the Corporation must be renewed on an annual basis and will only be retained as long as a Member meets its respective qualifications, obligations, and conditions of membership as set forth in these Bylaws. Membership is conditioned on the annual payment of Membership Fees, unless the Membership Fees are waived by the Board for good cause shown, as determined in the Board’s sole discretion. 
	Section 8. Removal.  No Member or Member representative may be sanctioned, expelled or suspended and no membership in the Corporation may be terminated or suspended except pursuant to a procedure that is fair and reasonable and is carried out in good faith. The Board may, by resolution, establish a procedure to terminate, expel, suspend, or sanction a Member following notice to the Member and exercise of appropriate due process procedures and a determination by the Board in its sole discretion that in its judgment the Member has violated its obligations and responsibilities to the Corporation.  In the event that the Board does not adopt procedures, the following procedures shall apply:
	(a) Written notice. Written notice of intent to terminate, expel, suspend or sanction a Member shall be delivered at least twenty (20) days in advance of the date when a hearing will be held to determine whether the Member shall be expelled, suspended, terminated or sanctioned. Such notice shall set forth the reasons therefore. Said notice must be given by facsimile (receipt confirmed), e-mail (receipt confirmed) or first class or certified mail sent to the last address of the Member to be expelled, suspended, terminated or sanctioned, as shown in the Corporation’s records.
	(b) Hearing. An opportunity shall be provided for the Member receiving such notice to be heard by the Board at the hearing, orally and in writing. The Member shall be entitled to have counsel present, and to participate in the hearing, at its own expense, and to present and cross-examine any witnesses. 
	(c) Liability. A Member which has been sanctioned, expelled, terminated or suspended shall remain liable to the Corporation for fees as a result of obligations incurred or commitments made prior to sanction, expulsion, termination or suspension.
	(d) Challenges. Any proceeding challenging an expulsion, suspension, sanction or termination, including a proceeding in which defective notice is alleged, may be submitted to the Board in writing within one year after the effective date of the expulsion, suspension, sanction or termination. If the Board determines to hear such challenge, it shall notify the Member and such proceeding will be subject to the hearing requirements described in subsection (b) above of this Section 8.

	Section 9. Resignation.  Any other provision of these Bylaws notwithstanding, any Member may withdraw from participation in the activities of the Corporation at any time upon written notice to the chief executive officer or president, whereupon it shall cease to be a Member, and its representatives shall cease to be entitled or obligated to participate in the activities of the Board or any activities requiring membership. 
	Section 10. Reinstatement.  A former Member may submit a written request for reinstatement of Membership. The Board will reinstate the Membership unless the companyentity does not meet the Membership qualifications set forth in these Bylaws.

	Article IV. BOARD OF DIRECTORS
	Section 1. Board of Directors.  The business and affairs of the Corporation shall be managed by the Board. The Board shall consist of (i) five four (4) Independent Directors who are nominated and elected in accordance with the requirements and procedures specified in this Article IV (the “Independent Directors”); (ii) the Chairman of the PUCT or another PUCT Commissioner designated by the Chairman, as an ex officio non-voting member; (iii) Texas Public Counsel, from the Office of Public Utility Counsel, as an ex officio non-voting member, representing the interests of residential and small commercial electricity consumers; and (iv) the CEO of the Corporation as an ex officio non-voting member; (v) the chair of the Member Representatives Committee as a voting member; and (vi) the vice chair of the Member Representatives Committee as a voting member. The Directors who are the chair and vice chair of the Member Representatives Committee will be referred to herein as “Affiliated Directors.”  Each Director or Affiliated Director , excluding the non-voting members of the Board, shall have one (1) vote on any matter brought before the Board for a vote. All Directors are expected to serve the public interest and to represent the reliability concerns of the entire ERCOT Region Bulk Power System.
	Section 2. Independent Directors.  The Independent Directors shall be elected, shall have the qualifications specified, and shall serve in the manner provided in this Section.
	(a) Qualifications:
	(1) Experience in one or more of these fields: senior corporate leadership; professional disciplines of finance, accounting, engineering, bulk power systems, or law; regulation of utilities; and/or risk management. 
	(2) Independence of any NERC registered entity, ERCOT ISO, or and any ERCOT Region Market Participant.  Requirements of independence include but are not limited to the following:   
	(i) Independent Directors and the immediate family (any spouse, mother, father, sibling, or dependent, and any spouse of mother, father, or sibling and including any step and adoptive parents, siblings or children) and household members of Independent Directors and their spouses shall not have current or recent status (within the last two years) as a director, officer or employee of an ERCOT Region NERC Registered Entity or ERCOT Region Market Participant.
	(ii) Independent Directors and immediate family and household members of Independent Directors shall not have current or recent status (within the last six months) as a director, officer or employee of a non-ERCOT Region NERC Registered Entity.
	(iii) Independent Directors and immediate family and household members of Independent Directors shall not have direct business relationships, other than retail customer relationships, with any NERC Registered Entity or Market Participant.
	(iv) To the extent that an Independent Director or his or her spouse, dependent child, or any other household member owns stocks or bonds of NERC Registered Entities or Market Participants, these must be divested or placed in a blind trust prior to being seated on the Board.
	(v) Independent Directors shall not have any relationship that would interfere with the exercise of independent judgment in carrying out the responsibilities of a Board member, including the Delegated Authority.
	(vi) Other criteria as approved by the Board.


	(b) Term.  Except for the initial Initial and originally elected Directors, the term for Independent Directors shall be staggered three year terms. An Independent Director may be elected for up to three consecutive terms.  Notwithstanding the foregoing, the initial Initial Directors, who are the Directors seated for formation of the Corporation, will serve only until the first membership meeting of the Corporation, which term shall not exceed six (6) months.  If an initial Initial Director is qualified to be an Independent Director and elected by the membership, such Director’s initial term shall not be counted for purposes of that term limits.  For the originally elected Directors, two positions will have three year terms, and two positions will have two year terms and one position will have a one year term.  The term for the Affiliated Directors who are chair and vice chair of the Member Representatives Committee shall be one year, and the terms of the ex officio Directors will not expire.
	(c) Selection.  
	(1) Except as described below for the selection of the Independent Directors to serve as Initial Directors, tThe Board shall appoint, on an annual basis, or more frequently if needed in the event of a special election pursuant to this subsection, a nominating committee (the “Nominating Committee”) to recommend candidates (i) to succeed the Independent Directors whose terms expire during the current year and (ii) to serve the remainder of the term of any Independent Director who ceased to serve as a Director subsequent to the last annual election of Directors. The Nominating Committee shall consist of the all Management Directors, the ex officio Directors, and those Independent Directors whose terms do not expire during the current year and such number of other persons with such qualifications as the Board shall specify, provided that the Independent Directors shall constitute a majority of the voting members of the Nominating Committee.  For the selection of Independent Directors to be seated as iInitial Directors, the Nominating Committee shall consist of the Management Director, the ex officio Directors, two Unaffiliated Directors from the ERCOT Board of Directors, and two registered entity representatives who are as selected by the ERCOT Board of Directors.
	(2) The Nominating Committee will may retain an executive search firm to locate and present candidates with the required qualifications, as set forth in Article IV, Section 2(a). 
	(3) The Nominating Committee shall interview the qualified candidates and select and nominate, by at least a two-thirds majority, qualified candidate(s) consistent with the objectives that the Board as an entirety reflects expertise in the areas of technical electric operations and reliability, legal, senior corporate leadership, financial, risk management, and regulatory matters, and familiarity with regional system operation issues in the ERCOT Region to present to the Membership for its approval.  For the selection of the Independent Directors to serve as Initial Directors, the Nominating Committee will, following the interview process, select the Independent Directors that will serve as the initial Directors.
	(4) Except for the selection of Independent Directors to serve as the Initial Directors, tThe Membership shall vote by Sector as described in Article V in favor or against the proposed Independent Director(s).  A proposed Independent Director that is approved by a majority of the Sectors shall become an Independent Director. 

	(d) Director Voting Weights. All voting Directors shall have a single vote each.
	(e) Alternates and Proxies. Independent Directors may designate another Independent Director as a proxy if unable to attend a Board meeting. Ex officio Directors may designate a selected proxy or an alternate representative who may attend meetings in the absence of such Director. The chair and vice chair of the Member Representatives Committee may designate each other or may designate an Independent Director, or the CEO of the Corporation  as their proxy if unable to attend a Board meeting.

	Section 3. Appointment of Management Director.  The president and chief executive officer (CEO) of the Corporation shall serve as the Management Director of the Corporation, effective as of the date of his or her appointment by the Board as CEO of the Corporation in accordance with these Bylaws, to serve until such time that he or she ceases to hold the position of CEO. No action of the Members of the Corporation shall be required in connection with the appointment of the CEO as the Management Director of the Corporation.
	Section 4. Chair and Vice Chair. Annually, the Board shall elect from the Board’s membership, by resolution of the Board, a Chair and a Vice Chair. The Chair and Vice Chair shall be one of the Independent Directors. 
	Section 5. Vacancies and Removal.  Should any vacancy on the Board arise from the death, resignation, retirement, disqualification, or removal from office of any Director, or from any other cause, such vacancy shall be filled by electing a Director at the next annual election of Directors to fill the remainder, if any, of the term of the departed Director. Provided, that the Board by resolution may in its discretion call a special election to fill any such vacancy for the remainder, if any, of the term of the departed Director. A Director may be removed with or without cause at any time by whomever had the right to appoint such Director (for ex officio Directors), or for the elected Independent Directors, by an affirmative vote of sixty percent (60%) of the Members. In addition, the Board may remove a Director for cause, upon at least seventy-five percent (75%) affirmative votes of the eligible, remaining voting Directors. The right to elect Directors may not be assigned, sold, pledged or transferred in any manner.
	Section 6. Committees of the Board. The Board shall by resolution create and appoint all committees of the Board as the Board deems necessary to perform its responsibilities. All committees of the Board shall have such duties as are prescribed and delegated by the Board. Committees to which any of the authority of the Board to manage the Corporation is delegated must have at least two members, and a majority of the members of the committee must be Directors.

	Article V. MEETINGS OF MEMBERS OF THE CORPORATION
	Section 1. Annual and Other Meetings of Members.  
	(a) An annual meeting of the Members for the election of Directors and to conduct such other business as may come before the meeting shall be held on or about December 1 of each year or as soon thereafter as is reasonably practicable. 
	(b) Meetings of Members of the Corporation may be called for any purpose or purposes by resolution of the Board, by the chair of the Board, the CEO or the secretary of the Corporation, or by a number of Members constituting at least ten (10) percent of all Members on the roster of Members maintained by the secretary of the Corporation, which number shall include Members in at least three of the Sectors. Meetings of Members shall be held at the principal office of the Corporation or at such other place fixed by the Board as shall be specified in the notice of meeting. Meetings shall be called upon written notice of the time, date, place, and purposes of the meeting given to all Members on the roster of Members maintained by the secretary of the Corporation not less than ten (10) nor more than sixty (60) days prior to the date of the meeting.  Only Members in good standing with the Corporation, as determined by the Board, have the right to vote at any meeting of the Members.  Further, if at any point a Member no longer meets the qualifications for the Sector of which it is a member, the Entity may immediately elect to become a member in any Sector for which it does qualify.

	Section 2. Quorum and Voting Requirements for Meetings of Members. At any meeting of the Members of the Corporation, attendance in person or by proxy by a majority of the Members in each of at least two-thirds of the Sectors on the roster of Members maintained by the secretary of the Corporation shall constitute a quorum. 
	(a) Members shall vote by Sector and each Sector shall have one vote.
	(b) Except as otherwise expressly provided in the Corporation’s Certificate of Formation, these Bylaws or applicable law, actions by the Members of the Corporation shall be approved upon receipt of the affirmative vote of a majority of the members at a meeting of the MemberSectors of the Corporation at a meeting at which a quorum is present, in person or by proxy.  Each Sector’s vote shall be determined by the affirmative vote of a majority of the members of the Sector voting at the meeting.  

	Section 3. Waivers of Notice of Meetings of Members and Member Meeting Adjournments. Notice of a meeting of Members need not be given to any Member who signs a waiver of notice, in person or by proxy, whether before or after the meeting. The attendance of any Member at a meeting, in person or by proxy, without protesting prior to the conclusion of the meeting the lack of proper notice of such meeting, shall constitute a waiver of notice of the meeting by such Member. When any meeting of Members is adjourned to another time or place, it shall not be necessary to give notice of the adjourned meeting if the time and place to which the meeting is adjourned are announced at the meeting at which the adjournment is taken, and if at the adjourned meeting only such business is transacted as might have been transacted at the original meeting.
	Section 4. Action Without a Meeting of Members.  Any action, required or permitted to be taken at a meeting of Members, may be taken without a meeting if the proposed action is posted to all mMembers (via email to an email distribution list to which Members may subscribe and by posting on the Corporation website) and consented to in writing by the minimum number of Members that would be required to approve the action at a meeting of the Members at which all Members were present.  The voting in such a circumstance shall be performed in writing, including via email or other electronic means. The Members shall receive written notice of the results within ten (10) days of the action vote, and all written responses of the Members shall be filed with the Corporate records.  The results of such voting will be posted on the Corporation’s website.
	Section 5. Meetings of the Members to be Open.  Notice to the public of the dates, places, and times of meetings of the Members, and all non-confidential material provided to the Members, shall be posted on the Corporation’s website at approximately the same time that notice is given to the Members. Meetings of the Members shall be open to the public, subject to reasonable limitations due to the availability and size of meeting facilities; provided, that the meeting may be held in or adjourned to closed session to discuss matters of a confidential nature, including but not limited to compliance and enforcement matters, personnel matters, litigation, or commercially sensitive or critical infrastructure information of the Corporation or any other entity.  The results of any action taken without a meeting, as described above, will be posted on the Corporation’s website.

	Article VI. MEETINGS OF THE BOARD OF DIRECTORS
	Section 1. Regular Meetings of the Board.  Regular meetings of the Board shall be held at least quarterly.  By resolution adopted at any meeting of the Board, the Board may provide for additional regular meetings that may be held as needed.
	Section 2. Special Meetings of the Board. Special meetings of the Board for any purpose or purposes may be called at any time by the chair or by any two Directors. Such meetings may be held upon notice given to all Directors not less than three (3) days prior to the date of the meeting. Such notice shall specify the time, date, place, and purpose or purposes of the meeting and may be given by telephone, email or other electronic media, or by express delivery.
	Section 3. Quorum and Voting Requirements for Meetings of the Board. Unless otherwise expressly provided in the Corporation’s Certificate of Formation, these Bylaws or applicable law, (i) the quorum necessary for the transaction of business at meetings of the Board shall be a majority of the Directors in person or by proxy and at least three Independent Directors, and (ii) actions by the Board shall be approved upon receipt of the affirmative vote of a majority of the Directors present and voting in person or by proxy at a meeting at which a quorum is present.
	Section 4. Meetings of the Board to be Open. Notice to the public of the dates, places, and times of meetings of the Board, and all non-confidential material provided to the Board, shall be posted on the Corporation’s website at approximately the same time that notice or such material is given to the Directors. Meetings of the Board shall be open to the public, subject to reasonable limitations due to the availability and size of meeting facilities; provided, that the Board may meet in or adjourn to closed session to discuss matters of a confidential nature, including but not limited to compliance and enforcement matters, personnel matters, litigation, or commercially sensitive or critical infrastructure information of the Corporation or any other entity. Any or all of the Directors or members of a Board committee, may participate in a meeting of the Board, or a meeting of a committee, in person or by proxy, by means of any communications system by which all persons participating in the meeting are able to hear each other.
	Section 5. Waivers of Notice of Board Meetings and Board Meeting Adjournments.  Notice of a board meeting need not be given to any Director who signs or sends email confirming a waiver of notice, in person or by proxy, whether before or after the meeting, or who attends the meeting without protesting, prior to the conclusion of the meeting, the lack of notice of such meeting. Notice of an adjourned board meeting need not be given if the time and place to which the meeting is adjourned are announced at the meeting at which the adjournment is taken and if the period of adjournment does not exceed ten (10) days.
	Section 6. Action Without a Meeting.  Any action required or permitted to be taken at a meeting of the Board, or of any committee thereof, may be taken by the Board or by the committee without a meeting if the action is consented to in writing by the number of Directors or Members members of the committee, as the case may be, entitled to vote on the action that would be required to approve the action at a meeting of the Board or committee with all Members members of the Board or committee present. The call for action without a meeting of the Board may be initiated by the chair or by any two Directors. Notice of the proposed call for action without a meeting, and all non-confidential material provided to the Board in connection with the call for action without a meeting, shall be posted on the Corporation’s website and sent via email to an email distribution list to which Corporate Members and the public may subscribe at approximately the same time notice of the call for action without a meeting or such material is provided to the Board. The call for action without a meeting of a committee of the Board may be initiated by the chair of the committee or by any two Members members of the committee. The Directors or Members members of the committee shall receive written notice of the results of such action within seven (7) days of the action vote. All written responses of the Directors shall be filed with the minutes of the Corporation, and all written responses of Members members of a committee shall be filed with the minutes of such committee.

	Article VII. OFFICERS
	Section 1. Selection of Officers. At a regular meeting held in accordance with Article V, Section 1 of these Bylaws, the Board shall elect a CEO and shall approve a corporate secretary  and such other officers of the Corporation (collectively, the “Officers”) as it shall deem necessary. The CEO shall be nominated and elected by the Board.  All of the other Officers shall be selected by the CEO and approved by the Board, and the removal of all Officers shall be removed confirmed by the Board.  The Management Director shall not participate in votes electing, approving, or removing Officers. The duties and authority of the Officers shall be determined from time to time by the Board. Subject to any such determination, the Officers shall have the following duties and authority:
	Section 2. Chief Executive Officer.  The CEO shall be the chief executive officer of the Corporation. He or she shall be responsible for the day-to-day ongoing activities of the Corporation and shall have such other duties as may be delegated or assigned to him or her by the chair. The CEO may enter into and execute in the name of the Corporation contracts or other instruments not in the regular course of business that are authorized, either generally or specifically, by the Board.
	Section 3. Corporate Secretary.  The secretary shall maintain the roster of Members of the Corporation, shall cause notices of all meetings to be served as prescribed in these Bylaws, shall keep or cause to be kept the minutes of all meetings of the Members and the Board, and shall have charge of the seal of the Corporation. The secretary shall perform such other duties and possess such other powers as are incident to his or her office or as shall be assigned to him or her by the CEO
	Section 4. Chief Financial Officer.  If hired and approved, a chief financial officer shall have custody of the funds and securities of the Corporation, shall keep or cause to be kept regular books of account for the Corporation and shall have the duties normally assigned to a treasurer of a corporation. The chief financial officer shall perform such other duties and possess such other powers as are incident to his or her office or as shall be assigned to him or her by the CEO.

	Article VIII. RELIABILITY STANDARDS DEVELOPMENT COMMITTEE
	Section 1. Requirement.  The Corporation shall have a Reliability Standards Development Committee, which shall operate in accordance with the Standards Development Process as set forth in Exhibit C to the Delegation Agreement with NERC and approved by FERC.  The chair and vice chair of the Standards Development Committee must be accepted or approved by the Board, in accordance with said Exhibit C.

	Article IX. MEMBER REPRESENTATIVES COMMITTEE
	Section 1. Purpose of Member Representatives Committee.  The Corporation shall have a Member Representatives Committee that shall provide advice and recommendations to the Board with respect to annual budgets, business plans and funding mechanisms of the Corporation; other matters relevant to reliability of the ERCOT Bulk Power System; and other matters pertinent to the purpose and operations of the Corporation.  The Member Representatives Committee shall provide its advice, technical expertise and recommendation to the Board through its chair and the vice chair, who also serve as the Affiliated Directors on the Board. The Members Representatives Committee may create subcommittees, task forces, or working groups (“subcommittees”) as it deems appropriate to study or discuss selected technical or compliance matters to make recommendations to the board as requested or required by the Board or as deemed appropriate to its purpose by the Members Representatives Committee.  Because it is elected by the Members of the Corporation and not appointed by the Board, the Member Representatives Committee shall not be a standing committee of the Board of Directors of the Corporation, but is authorized to provide advice and recommendations directly to the Board, through its elected chair and vice chair.  
	Section 2. Composition of the Member Representatives Committee.  The Member Representatives Committee shall consist of two representatives from each Sector to serve annually and will annually select a chair and vice chair for the Member Representatives Committee. The representatives of each Sector shall be officers, employees, or directors of Members in that Sector; provided however, except for a Sector that has only one Member, only one officer, employee, or director of a Member in a Sector may be a representative from that Sector. No member of the Board shall be a member of the Member Representatives Committee. The Board may by resolution create additional non-voting positions on the Member Representatives Committee on its own initiative or at the written request of any group of Members of the Corporation that believes its interests are not adequately represented on the Member Representatives Committee.  There shall be no limit on the number of terms that an officer, employee, or director of a Member, may serve on the Member Representatives Committee.
	Section 3. Election of Representatives of the Member Representatives Committee. Unless a Sector adopts an alternative election procedure, the annual election of representatives from each Sector to the Member Representatives Committee, and any election to fill a vacancy, shall be conducted in accordance with the following process, which shall be administered by the officers of the Corporation. 
	(a) During the period beginning no more than ninety (90) days and ending no less than fifteen (15) days prior to an annual meeting, or beginning no more than forty-five (45) days and ending no less than fifteen (15) days prior to a special meeting called in whole or in part to hold an election to fill a vacancy, nominations may be submitted for candidates for election to the Member Representatives Committee. A nominee for election as a Sector representative must be an officer, employee, or director of a Member in that Sector. No more than one nominee who is an officer, employee, or director of a Member may stand for election in any single Sector; if more than one officer, employee, or director of a Member is nominated for election from a Sector, the Member shall designate which such nominee shall stand for election. The election of representatives shall be conducted over a period of ten (10) days using an electronic process approved by the secretary of the Corporation. 
	(b) Each Member in a Sector shall have one vote for each Representative to be elected from the Sector in that election and may cast no more than one vote for any nominee. The nominee receiving the highest number of votes in each Sector shall be elected to one Representative position to be filled from that Sector and the nominee receiving the second highest number of votes shall be elected as the second Representative position for that Sector. To be elected on the first ballot, a nominee must receive a number of votes equal to a simple majority of the Members in the Sector casting votes in the election. If no nominee in a Sector receives a simple majority of votes cast in the first ballot, a second ballot shall be conducted which shall be limited to the number of candidates receiving the three (3) highest vote totals on the first ballot.  The nominees receiving the two highest totals of votes on the second ballot shall be elected to the Representative positions for the Sector.
	(c) A Sector may adopt an alternative procedure to the foregoing to nominate and elect its Representatives to the Member Representatives Committee if (i) the alternative procedure is consistent in principle with the procedures specified in the preceding paragraph of this Section, and (ii) the alternative procedure is approved by vote of at least two-thirds of the Members in the Sector, provided, however that any alternative procedure may be reviewed and disapproved by the Board. 
	(d) A Sector may elect an Alternate to serve in place and at the convenience of the Sector’s Members Committee Representative(s) in the event a Members Committee Representative cannot attend a Members Committee meeting. 

	Section 4. Chair and Vice Chair of the Member Representatives Committee.  After the annual selection of its Representatives, the Member Representatives Committee shall select a chair and vice chair from among its voting Representatives by majority vote to serve during the upcoming year and be the Affiliated Directors on the Board.  The selected chair and vice chair may not be representatives of the same Sector or NERC function and may not concurrently serve on the Board of ERCOT ISO or any other registered entity in the ERCOT Region.  The Board shall be notified of the selection of the chair and vice chair, but the selection will not be subject to approval of the Board. The chair is responsible for ensuring that minutes of the meetings are properly maintained and made available to the public, but the chair may delegate this responsibility to the vice chair or to another Representative of the Member Representatives Committee who is designated as secretary of the Member Representatives Committee.
	Section 5. Vacancies on the Member Representatives Committee.  In the event that any Representative of the Member Representatives Committee ceases to serve as a Representative of the Member Representatives Committee as a result of his or her death, resignation, retirement, disqualification, or removal or other cause, the Members in the Sector of which such Representative was a representative shall elect, as soon thereafter as reasonably practicable, and in accordance with the procedures in this Article IX, a new Representative to replace the Representative of the Member Representatives Committee who ceased to serve.  For those Sectors that have elected an Alternate, the Alternate will fill a vacancy left by the Sector’s Member Representative and a new Alternate will be elected by the Sector. 
	Section 6. Meetings of the Member Representatives Committee. The Member Representatives Committee will annually plan and hold quarterly meetings, at a time and place determined by the Member Representatives Committee and posted on the Corporation’s website.  Except for closed session meetings specifically allowed by this Section, all meetings shall be open to the public.  The Members Representatives Committee shall adopt such procedural rules as are needed to operate in accordance with its purpose and will include procedures for coordinating with employees of the Corporation who provide administrative support, as set forth in subsection 6(c), below. 
	(a) Notice to the public of the dates, places, and times of meetings of the Member Representatives Committee and any subcommittees thereof, and all non-confidential material provided to the Member Representatives Committee or any subcommittees thereof, shall be posted on the Corporation’s website at approximately the same time that notice or such material is given to the Member Representatives Committee, which will normally be at least one week prior to any meeting. Meetings of the Member Representatives Committee shall be open to the public, subject to reasonable limitations due to the availability and size of meeting facilities; provided, that the Member Representatives Committee may meet in or adjourn to closed session to discuss matters of a confidential nature, including but not limited to confidential planning information, critical infrastructure information, or commercially sensitive information of the corporation or any other entity. Any or all Representatives of, and any other participants in, the Member Representatives Committee may participate in a meeting of the Member Representatives Committee by means of a communications system by which all persons participating in the meeting are able to hear each other.
	(b) Special meetings may be called for any purpose or purposes by the chair of the Member Representatives Committee or by any three (3) Representatives of the Member Representatives Committee, which number shall include representatives from at least three Sectors, and require notice given to all Representatives of the Member Representatives Committee not less than seven (7) days prior to the date of the meeting. Such notice shall specify the time, date, place, and purpose or purposes of the meeting and may be given by telephone, facsimile, or other electronic media, or by express delivery.
	(c) The Member Representatives Committee shall effectively coordinate with the employees of the Corporation and adopt procedural rules for the voting for Representatives, scheduling of meetings, and public posting of required meeting information and minutes. The chair or vice chair of the Member Representatives Committee shall provide all meeting agendas, material, minutes and other information required or desired to be posted on the Corporation’s website to appropriate Corporation employees at least one business day prior to the time such information should be posted.  

	Section 7. Waivers of Notice of Meetings of the Member Representative Committee and Meeting Adjournments. Notice of a meeting of the Member Representatives Committee need not be given to any member of the Member Representatives Committee who signs a waiver of notice, in person or by proxy, whether before or after the meeting, or who attends the meeting without protesting, prior to the conclusion of the meeting, the lack of notice of such meeting. Notice of an adjourned meeting of the Member Representatives Committee need not be given if the time and place to which the meeting is adjourned are announced at the meeting at which the adjournment is taken and if the period of adjournment does not exceed ten (10) days.
	Section 8. Quorums and Voting for Meetings of the Member Representatives Committee.  The quorum necessary for the transaction of business at meetings of the Member Representatives Committee shall be two-thirds of the voting members of the Member Representatives Committee attending the meeting in person or by proxy.  A member of the Member Representatives Committee may give a proxy only to a person who is an officer, employee, or director of a Member, registered in the same Sector. Each voting member of the Member Representatives Committee shall have one (1) vote on any matter coming before the Member Representatives Committee that requires a vote. Except as otherwise expressly provided in the Corporation’s Certificate of Formation, these Bylaws or applicable law, actions by members of the Member Representatives Committee shall be approved upon receipt of the affirmative vote of a majority of the voting members of the Member Representatives Committee present and voting at any meeting at which a quorum is present.
	Section 9. Alternates and Proxies. Member Representatives may designate another Member Representative or the Sector Alternate as a proxy if unable to attend a Members Representative Committee meeting. 
	Section 10. Other Procedures of the Member Representatives Committee.  The chair of the Board, shall preside at the initial meeting of the Member Representatives Committee, until a chair is selected in accordance with Article IX, Section 4. Except as to any matter as to which the procedure to be followed by the Member Representatives Committee is expressly set forth in these Bylaws, the Member Representatives Committee may adopt such additional procedures, not inconsistent with these Bylaws, as it deems appropriate, subject to review and disapproval by the Board.

	Article X. OTHER COMMITTEES AND SUBCOMMITTEES
	Section 1. Committees of the Corporation.  In addition to those committees specified by these Bylaws, to which the Board shall appoint members in accordance with the requirements of these Bylaws, the Board may by resolution create standing committees of the Corporation; and may in addition by resolution appoint such committees, subcommittees, task forces and Sector-specific forums as the Board deems necessary or desirable to carry out the purposes of the Corporation. The Board shall appoint standing committees and other committees of the Corporation that are representative of Members, other interested parties, and the public, that provide for balanced decision-making and that include persons with outstanding technical knowledge and experience. All committees, subcommittees, task forces and Sector-specific forums shall have such scope and duties, not inconsistent with law, as are specified in these Bylaws and the Rules of Procedure of the Corporation or otherwise determined by the Board.

	Article XI. BUDGETS AND FUNDING
	Section 1. Compensation of the Board and Member Representatives Committee.  The Board shall have the right to fix from time to time, by resolution adopted by a majority of the Directors and a majority of the Independent Directors then serving as Directors, the amount of the annual retainer fee or other compensation to be paid to the Independent Directors for their services to the Corporation, including any fees to be paid for each meeting of the Board or any Board committee attended by an Independent Director. The Board will evaluate the fee or other compensation at least every three years, to ensure that Director compensation is appropriate.  No compensation shall be paid to any Management Director, Affiliated Director, or any ex officio Director for his or her services on the Board, other than the compensation paid to the Management Director for services as CEO of the Corporation. No compensation shall be paid by the Corporation to any member of the Member Representatives Committee for their his or her services on the Member Representatives Committee.  Independent Directors shall be entitled to be reimbursed their reasonable out-of-pocket expenditures for attending meetings and conducting the business of the Corporation.
	Section 2. Preparation and Adoption of Annual Budget, Business Plan, and Funding Mechanism.  The Board shall require the CEO to prepare for Board approval an annual business plan and budget for the administrative and other expenses of the Corporation, including the expenditures for the fiscal year for any material special projects undertaken by the Corporation and reasonable and proper reserves and provisions for contingencies, in accordance with all NERC and Commission requirements. If the Corporation might or will be performing Non-statutory activities in the budget year, the Board will require that such Non-statutory activities be budgeted for separately from the activities performed pursuant to the Delegation Agreement.  The Board shall further require that a funding mechanism be in place for such Non-statutory activities (pursuant to Article XI, Section 3), prior to the approval of any Non-statutory activities.  The annual business plan, budget and funding mechanism of the Corporation shall be for a fiscal year commencing on January 1 and ending on December 31. Each annual business plan, budget, and funding mechanism shall be approved by the Board at a regular meeting or a special meeting of the Board duly called for that purpose. The Board shall use reasonable efforts to approve each annual business plan, budget, and funding mechanism at a time that allows for timely submittal of the approved annual business plan, budget, and funding mechanism to the applicable regulatory authorities.
	Section 1. Criteria for Non-Statutory Funding Mechanisms.  For any authorized Non-statutory activities, the Board must approve a funding mechanism, which is authorized and approved by the PUCT, which funding mechanism shall recover, over the course of the fiscal year, the revenue required to fund the fiscal year Non-statutory activities 
	Section 3. Comments During Preparation of Annual Business Plan and Budget.  In preparing the annual business plan and budget, the Board shall require that the CEO post a draft business plan and budget for review and comment by the Members of the Corporation and the Member Representatives Committee and the standing committees of the Corporation for at least ten (10) days prior to the date of the meeting of the Board at which the annual business plan and budget is to be adopted.
	Section 4. Modified or Supplemental Budgets.  During the course of a fiscal year, the Board may modify any approved budget or develop and approve a supplemental budget if determined by the Board to be necessary due to such factors as a shortfall in revenues of the Corporation from projected levels, incurred or anticipated expenditures, duties, or new projects not provided for in the annual budget, or such other factors as in the judgment of the Board warrant modification of the budget for the fiscal year or development of a supplemental budget. In preparing a modified or supplemental budget, the Board shall follow the provisions of this Article XI, Section 4 to the extent practicable in the judgment of the Board in light of the urgency of the circumstances necessitating preparation and approval of the modified or supplemental budget. Each modified or supplemental budget shall be approved by the Board at a regular meeting or a special meeting of the Board duly called for that purpose.
	Section 5. Submission of Annual Business Plans and Budgets to the Regulatory Authorities.  Each annual budget, annual business plan, and annual, modified, or supplemental budget approved by the Board shall be submitted by the Corporation to the ERO and any applicable regulatory authorities for approval in accordance with its regulations, and shall not be effective until approved by the applicable regulatory authorities. If ordered to modify or remand an annual budget, business plan, or annual, modified, or supplemental funding mechanism, the Board shall promptly following such order adopt such modifications to the business plan, budget , or funding mechanism as are required or directed by the order of the ERO and any applicable regulatory authority.

	Article XII. AMENDMENTS TO THE BYLAWS
	Section 1. Amendments to the Bylaws.  These Bylaws may be altered, amended, or repealed by a majority vote of both the Board and the Membership at respective meetings of the Board and the Members  atMembers at which a quorum is present. Written notice of the subject matter of the proposed changes to the Bylaws shall be provided to the Directors and to the Members not less than ten (10) nor more than sixty (60) days prior to the date of the meeting of the Board or the Members at which the vote is to be taken. Notwithstanding the provisions of this Article XIV, the Members of the Corporation voting by Sector shall have the right to alter, amend, or repeal Bylaws adopted by the Board and to adopt new Bylaws, provided that any such alteration, amendment, or repeal or the adoption of new Bylaws is approved by vote of two-thirds of the Sectors at a meeting of Members called for that purpose, or by written consent of two-thirds of the Sectors, where the number of votes for and against the proposed alteration, amendment, repeal or adoption of Bylaws shall be determined in accordance with Article IV, Section 2. Any alteration, amendment, repeal or adoption of Bylaws shall be subject to any applicable requirements for filing with or approval by the ERO or any other applicable regulatory authority.

	Article XIII. INDEMNIFICATION; PROCEDURE; DISSOLUTION
	Section 1. Indemnification.  The Corporation shall indemnify each person who at any time shall serve, or shall have served, as an officer, Director, employee, or other corporate agent of the Corporation, is or was serving at its request as a director, officer, partner, venturer, proprietor, employee, agent or similar functionary of another foreign or domestic corporation, partnership, joint venture, sole proprietorship, trust, employee benefit plan or other enterprise (“Indemnified Parties”), to the full extent from time to time permitted by the Texas Business Organizations Code and other applicable law. Such right of indemnification shall inure to the benefit of the legal representative of any such Indemnified Party. The foregoing indemnification shall be in addition to, and not in restriction or limitation of, any privilege or power that the Corporation may have with respect to the indemnification or reimbursement of its Indemnified Parties. The Corporation shall also pay or advance reasonable expenses incurred by an Indemnified Party in connection with a proceeding in advance of the final disposition of the proceeding upon receipt of a written affirmation by the Indemnified Party of a good faith belief that the standard of conduct necessary for indemnification under this Article XIII and the Texas Business Organizations Code has been met and a written undertaking by or on behalf of the officer, Director, or other corporate agent to repay the amount if it shall be ultimately determined that the Indemnified Party was not entitled to be indemnified by the Corporation.
	Section 2. Parliamentary Rules.  In the absence of and to the extent not inconsistent with specific provisions in these Bylaws, meetings or other actions pursuant to these Bylaws shall be governed by procedures that the Board may, from time to time, establish by resolution.
	Section 3. Dissolution.  Upon dissolution of the Corporation, in accordance with the Certificate of Formation, the remaining assets of the Corporation after payment of debts shall be distributed in the manner determined by the Board, provided that, (i) no part of the assets shall be distributed to any Director of the Corporation, and (ii) the distribution of assets shall be consistent with the requirements of Section 501(c)(3) of the United States Internal Revenue Code of 1954.

	Article XIV. CONFLICTS OF INTEREST
	Section 1. Conflicts of Interest.
	(a) Each Independent Director shall have an affirmative duty to disclose to the Board or committee (as the case may be) any actual or potential conflicts of interest of the Director that arise during his or her tenure as a director Director where, and to the extent that, such conflicts or potential conflicts directly or indirectly affect any matter that comes before the Board. An Independent Director with a direct or potentially conflicting interest in a matter shall recuse himself from deliberations and actions on the matter in which the conflict arises and shall abstain on any vote on the matter and not otherwise participate in a decision on the matter.    Any disclosure of a potential conflict of interest by a Director shall be noted in the minutes of the Board meeting at which the direct interest is disclosed. Mere attendance at the meeting, without participating in discussion of the issue raising the potential conflict, shall not constitute participation.
	(b) The Corporation may not make any loan to a Director, committee member or officer of the Corporation. A Member, Director, officer, or committee member of the Corporation may not lend money to, or otherwise transact business with, the Corporation except as otherwise provided by these Bylaws, the Certificate of Formation, and applicable law. A related party transacting business with the Corporation has the same rights and obligations relating to those matters as other persons transacting business with the Corporation, provided the related party nature of the transaction is known to the Board. The Corporation may not borrow money from, or otherwise transact business with, a Member, Director, officer, or committee member of the Corporation unless the transaction is described fully in a legally binding instrument and is in the Corporation’s best interests. The Corporation may not borrow money from, or otherwise transact business with, a Member, Director, officer, or committee member of the Corporation without full disclosure of all relevant facts and without the Board’s approval, not including the vote of any person having a personal interest in the transaction.

	Section 2. Prohibited Acts.  No Member, Director, officer, or committee member of the Corporation may do any of the below-listed prohibited acts. Performance of these prohibited acts may lead to sanction, suspension, expulsion or termination after a hearing as described in these Bylaws.  The prohibited acts include the following: 
	(a) Do any act in violation of these Bylaws.
	(b) Do any act in violation of a binding obligation of the Corporation except with the Board’s prior approval.
	(c)  Do any act with the intention of harming the Corporation or any of its operations.
	(d) Receive an improper personal benefit from the operation of the Corporation.
	(e) Use the Corporation’s assets, directly or indirectly, for any purpose other than carrying on the Corporation’s business.
	(f) Wrongfully transfer or dispose of Corporation property, including intangible property such as goodwill.
	(g) Use the Corporation’s name (or any substantially similar name) or any trademark or trade name adopted by the Corporation, except on behalf of Corporation in the ordinary course of its business or as a reference to the Corporation or its region.
	(h) Disclose any of Corporation’s or Members’ business practices, trade secrets, or any other confidential or proprietary information not generally known to the business community to any person not authorized to receive it. 

	Section 3. Loans and Guarantees.  Neither participation in the activities of the Corporation nor any provision of these Bylaws or of the Certificate of Formation shall be deemed to constitute a pledge or loan of the credit of any Member for the benefit of the Corporation or a guarantee by any Member of any obligation of the Corporation.

	Article XV. BOOKS AND RECORDS; AUDIT; FISCAL YEAR
	Section 1. Access to Books and Records.  All Members of the Corporation will have access to the books and records of the Corporation, including financial statements and budgets; however, the Board shall establish procedures by which a Member, upon written demand stating the purpose of the demand may examine and copy the books and records of the Corporation. If necessary to protect the confidential information of the Corporation, a Member requesting examination of any of the Corporation’s non-public books and records may will be required to sign a confidentiality and non-disclosure agreement before viewing such information. The procedures shall include policies that provide reasonable protection against the unnecessary disclosure of information related to individual employees, including their compensation.
	Section 2. Audit.  At least annually, an audit of the financial statements of the Corporation shall be performed by the Auditor approved by the Board. The Auditor’s opinion and the audited financial statements will be made available to all Members as described in Article XV, Section 1.
	Section 3. Fiscal Year.  The fiscal year of the Corporation shall be from January 1 through the following December 31, unless otherwise established by resolution of the Board.
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