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Dear Representative Martinez Fischer:

I would like to take this opportunity to familiarize you with actions taken by the Public Utility
Commission of Texas (PUC) since allegations of impropriety first arose at the Blectric Reliability
Council of Texas (ERCOT) in April 2004,

Immediately upon being notified of the allegations, the PUC held an emergency open meeting to
address the issue and authorized an independent entity (Caraudit, Inc.) to conduct an immediate
security audit related to external penetration of ERCOT information technology systems.

During summer of last year, the Public Utility Commission, in conjunction with personnel from
the State Auditors Office, scoped and issued Request For Proposals for additional independent
auditg related to ERCOT’s management and internal controls procedure and its internal IT
security protocols, Deloitte & Touche and Ermst & Young delivered final results of these audits
in November 2004,

To ensure that ERCOT rectifies each shortcoming identified in the three independent audits, the
PUC has ordered ERCOT to perform the following:

1. Required ERCOT to prepare a highly detailed spreadsheet listing each
recommendation identified by the independent auditors and ERCOT's
plan for implementing that recommendation along with planned
implementation dates and appropriate milestones.

2. Required ERCOT to hegin monthly presentations to the Public Utility
Commission in Open Meeting reporting on the Progress made
implementing each recommendation and any changes that have been
made to prior implementation schedules.
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3. Require ERCOT management and Board to discuss with the Commission
its strategy and timeline for undertaking any necessary follow-up audits.
Such audits might address any additional needs identified in the current
audits or verify the effective implementation of changes made in response
to the current audits.

As you know, state statute (PURA 39.151(e)) requires the PUC to authorize ERCQT’s
administrative fee. Therefore, our diligence on behalf of the electiicity customers of this state
required us to act forcefully and expeditiously to address further issues related to the alleged
fiscal impropriety.

We are steadfast in our desire that the PUC excroise strong oversight to ensure ERCOT
reestablishes a position of trust and respect in the Texas electricity market.

We look forward to working with you and the Legislature on this matter. As always, please do
* not hesitate to contact us if you would like 1o discuss this {ssue further, if you would like a copy
of any audit's findings or if you have any other quéstion or concermn,

Warmest Regards, '
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