WWW.pWC.com

California 1SO
Audit Results for 2010

SAS 70 and Audit Plan
for 2011

Michael Hulet

Presentation to the
Board of Governors

December 15, 2010

& Califomia 150

pwec



| Agenda

SAS 70 Background
Results of Audit
Scope of Audit
Audit Plan for 2011
Closing Thoughts

California Independent System Operator Board of Governors Presentation December 15, 2010
PwC 1



SAS 70 Background

e Purpose of report

- To report on the ISO’s internal controls relating primarily to its
market operations and settlements activities

e EXxpected use of report

- Assurance to market participants who rely on the ISO’s processing
the report is required by some market participants and their
auditors to comply with Sarbanes-Oxley (404 Attest)

e Report period
- November 1, 2009 — October 31, 2010
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Results of Audit

PwC opinion and report were issued December 3, 2010

The opinion is unqualified
- Controls were suitably designed
- Controls were operating effectively

No exceptions identified in our testing

Observations and recommendations
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Scope of Audit

e Scope is similar to SAS 70 type 2 report issued in December 2009
e Processes not included in scope of report
- Control room and operational judgments and decisions

- Processes after the settlement statement preparation (such as
Invoicing and market clearing)

- Other functions that are transparent to the market
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| Scope of Audit
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| Audit Plan for 2011

e The next audit period has already begun — started on November 1,
2010

e Report expected to be issued in December 2011

e New guidance issued and effective for this 2011 audit cycle —
Statement on Standards for Attestation Engagements 16 (SSAE 16)

e Similarities and differences between SAS 70 and SSAE 16 — impact
on the ISO is not expected to be significant but does require
additional I1SO effort
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Audit Plan for 2011
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l Closing thoughts

e Unqualified opinion and no exceptions for 2010 are significant
accomplishments for the 1SO

 Demonstrated a high level of ownership for the control
environment

e 1SO has taken steps to prepare for the new standard

e Questions
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This publication has been prepared for general guidance on matters of interest only, and does
not constitute professional advice. You should not act upon the information contained in this
publication without obtaining specific professional advice. No representation or warranty
(express or implied) is given as to the accuracy or completeness of the information contained in
this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its
members, employees and agents do not accept or assume any liability, responsibility or duty of
care for any consequences of you or anyone else acting, or refraining to act, in reliance on the
information contained in this publication or for any decision based on it.
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