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REPORTS OF THE ELECTRIC § PUBLIC UTILITY COMMISSION
RELIABILITY COUNCIL OF TEXAS  § OF TERYE§!C YriLiT COHHISSION
§ .

ERCOT’S REPORT FOR THE FIRST QUARTER OF 2004

COMES NOW, the Electric Reliability Council of Texas, Inc. (ERCOT) and files its
Report for the First Quarter of 2004 for the quarter ending March 31, 2004, pursuant to P.U.C.
SuBsT. R. §25.362(h)(2). Attachments marked with an asterisk (*) contain information which
are proprietary and confidential and shall be provided in accordance with Commission policy set
forth in P.U.C. ProC. R. §22.71 and P.U.C. SuBsT. R. §25.362. The following documents

comprise this report:

Document Description Required By Attachment
ERCOT Financial Reports Ending §25.362(h)(2)(A) A
March 31, 2004
Audit Cover Letter: ERCOT’s §25.362(h)(2)(A) B
Merchandise Sales Function
Audit: ERCOT’s Merchandise Sales | §25.362(h)(2)(A) B1*
Function
Audit Cover Letter: Taylor §25.362(h)(2)(A) C
Expansion Project
Audit: Taylor Expansion Project §25.362(h)(2)(A) C1l*
Review
Audit Cover Letter: Lawson §25.362(h)(2)(A) D

Purchasing and Procurement Pre-
Implementation Review

Audit: Lawson Purchasing and §25.362(h)(2)(A) Di1*

Procurement Pre-Implementation

Review

Performance Measures Report for the | §§25.362(h)(2)(B) | Not attached. This document

First Quarter of 2004 and 25.88 has been concurrently filed in
P.U.C. Docket No. 24462

Status Report on Competitive §25.311(e)(1) Not attached. This document

Metering for the First Quarter of 2004 has been concurrently filed in

P.U.C. Docket No. 28109
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Respectfully Submitted,

By: X J
Mark A. Walker
Texas Bar No.: 20717318
ERCOT
7620 Metro Center Drive
Austin, Texas 78744
Telephone No. (512) 225-7076
Fax No. (512) 225-7079
Email: mwalker@ercot.com

Shari Heino
CORPORATE COUNSEL
Texas Bar No: 90001866
Phone: (512) 225-7073
Fax: (512) 225-7079
sheino@ercot.com

ERCOT
7620 Metro Center Drive
Austin, TX 78744
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Preliminary - Unaudited

ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC.

Statem‘ent of Financial Position

As of March 31, 2004
(Dollars in Thousands)

Assets

Current assets:
Cash and cash equivalents
Accounts receivable
Unbilled revenue
Restricted cash
Prepaid expenses and other current assets

Total current assets

Property and equipment, net
Systems under development
Debt issuance cost

Total assets

Liabilities and Unrestricted Net Assets

Current liabilities:
Accounts payable
Accrued liabilities
Market settlement liabilities
Security deposits
Senior notes payable, current portion
2004 revolver, current portion

Total current liabilities
Notes payable

Unrestricted net assets

Total liabilities and unrestricted net assets

Notes:

$ 38,115
4,624
7,244

24,955
2,502

77,440

122,780
40,586
1,417

5 242228

$ 12,179
1,681
44,854
24,955
13,637
14,000

111,306

136,363

(5,446)

S 242233

(a) Restricted cash is comprised of QSE and TCR security deposits and funds held pending bankruptcy court

settlement; these deposits are reflected in liabilities.
(b) Net TCR auction revenue receipts and advance QSE settiement receipts.

200403_Financial Reports  Balance Sheet
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(a)
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Preliminary - Unaudited

ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC.

Statement of Activities
For the Three Month Ended March 31, 2004
(Dollars in Thousands)

Operating revenues:
Transaction fees
Membership Fees and other

Total operating revenue

Operating expenses
Salaries and related benefits
Depreciation and amortization
Facility and equipment costs
Consulting and legal services
Administrative and other
Hardware and software maintenance and licensing

Total operating expenses

[ncome from Operations

Other income (expense)
Interest income
Interest expense

Change in unrestricted net assets

Unrestricted net assets, beginning of year

Unrestricted assets, March 31, 2004

200403 _Financial Reports  Income Statement

0006012

$ 27,865
669

28,534

9,985
10,551
1,980
2,282
1,105
1,192

27,095

1,439

71

(1,861)

(351)

(5,095)

$  (5446)
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Preliminary - Unaudited

ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC.

Statement of Cash Flows
For the Three Month Ended March 31, 2004

(Dollars in Thousands)

Cash flows from operating activities:

Change in unrestricted net assets

Adjustments to reconcile change in unresitricted net assets to net cash

provided by operating activities:

Depreciation

Changes in operating assets and liabilities:
Restricted cash
Accounts receivable
Unbilled revenue
Other assets
Accounts payabie
Accrued liabilities
Market settlement liabilities
Security deposits

Net cash provided by operating activities

Cash flows from investing activities:

Capital expenditures for property and equipment and systems under development

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from issuance of short-term notes payable
Repayment of short-term notes payable

Proceeds from issuance of long-term notes payable
Repayment of long-term notes payable

Payment of capital lease obligation
Debt issuance cost

Net cash provided by financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, March 31, 2004

200403_Financial Reports

Statement of Cash Flows

000013

$ (351)

10,551

21,821
(955)
(1,017)
744
1,321
2,871
10,049
(21,821)

23,213

(27,175)

(27,175)

14,009

10,047
28,068

$ 38,115
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ATTACHMENT B

THE TEXAS CONNECTION

TO: Heather Tindall

FROM: Ed Ettorre x7213
Internal Audit Manager

CC: Maxine Buckles
Cheryl Moseley
Tom Noel
Margaret Pemberton
Michael Petterson
Dottie Roarke
Mark Walker
Cheryl Yager
Finance and Audit Committee
Shannon Baerwald (PricewaterhouseCoopers, LLP)

Date: 3/2/2004

SUBJECT: Audit of ERCOT’s Merchandise Sales Function

Attached is a copy of the final audit report from our recent audit of ERCOT’s Merchandise Sales
Function We have concluded that significant improvements are necessary as there
were several controls that were found to be either non-existent or ineffective during our
review from a typical merchandising function. The report rating for this audit is as
follows.

2 Significant Improvements
= Needed

Management’s responses indicated that they have already addressed several of the issues
included in this report and that they would be implementing additional actions to resolve
these remaining issues during this year. Once implemented, those actions should
satisfactorily address the remaining issues identified in the report.

Finally, while we have concluded that significant improvements are needed in this area,
the overall financial risks and exposures presented by this function is immaterial to
ERCOT’s overall operation as described in the first opportunity for improvement
included this report.
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ATTACHMENT C

THE TEXAS CONNECTION

TO: Steve Grendel

FROM: Ed Ettorre x7213
Internal Audit Manager

CC: Maxine Buckles
Charles Diaz
Cheryl Moseley
Tom Noel
Margaret Pemberton
Michael Petterson
Ken Shoquist
Finance and Audit Committee
Shannon Baerwald (PricewaterhouseCoopers, LLP)

Date: 2/23/2004

SUBJECT:  Taylor Expansion Project Review

Attached is a copy of the final audit report from our review of the Taylor Expansion Project. We have
concluded that controls over controls over the Taylor Expansion Project appear reasonable;
however, we did note a number of minor documentation issues related to this project which had
not been finalized to date. The report rating for this audit is as follows.

Minor Improvements
§ Needed

Management’s responses indicated that they will be addressing the issues included in this report.
Therefore, we are not making any formal recommendations at this point in time but will be
auditing the project as it moves forward.

000015



ATTACHMENT D

THE TEXAS CONNECTION

TO: Cheryl Yager

FROM: Ed Ettorre x7213
Internal Audit Manager

CC: Maxine Buckles
Robert Connell
Jim Dubensky
Kevin Judice
Cheryl Moseley
Tom Noel
Michael Petterson
Ken Shoquist
Finance and Audit Committee
Shannon Baerwald (PricewaterhouseCoopers, LLP)

Date: 1/22/2004

SUBJECT: Lawson Purchasing and Procurement Pre-Implementation Review

Attached is a copy of the final audit report from our pre-implementation review of Lawson’s Purchasing
and Procurement System. We have concluded that controls over Lawson’s Purchasing and Procurement
System are adequate; however, some minor improvements are necessary to ensure its continued
and successful use throughout the rest of the Company. The report rating for this audit is as
follows.

&% Minor Improvements

B Necded

Management’s responses indicated that they have already addressed many of the issues included
in this report and that they would be implementing additional actions to resolve these remaining
issues prior to the end of the first quarter of 2004. Once implemented, those actions should
satisfactorily address the remaining issues identified in the report.
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