
STATE OF FLORIDA 

Commissioners: 
JOE GARCIA, CHAIRMAN 
J. TERRY DEASON 
SUSAN F. CLARK 
E. LEON JACOBS, JR. 
LILA A. JABER 

DlVlSlON OF RECORDS & REPORTMG 

BLANCA S. B A Y O  
DIRECTOR 
(850) 413-6770 

erb& 4CommiMotr 
M-E-M-0-R-A-N-D-U-M 

DATE: 

TO: DIVISION 
DIVISION 

xx DIVISION 
DIVISION 
DIVISION 
DIVISION 
DIVISION 

OF 
OF 
OF 
OF 
OF 
OF 
OF 

POLICY ANALYSI 
REGULATORY OVERSIGH 

FROM: DIVISION OF RECORDS AND REPORTING (Lockard) 

RE: CONFIDENTIALITY OF CERTAIN INFORMATION 

DOCUMENT NO: 06166-00 
DESCRIPTION: Information in connection with Surveillance Audit No. 

OOO- 134- 1 

SOURCE: City Gas Comoanv of Florida 

DOCKET N O : f i  

The above material was received with a request for confidentiality (attached). Please prepare a 
recommendation for the attorney assigned to the case by completing the section below and forwarding 
a copy of this memorandum, together with a brief memorandum supporting your recommendation, to the 
attorney. Copies of your recommendation should also be provided to the Division of Records and 
Reporting and to the Division of Appeals. 

Please read each of the following and check if applicable. 

The docment(s) is (are), in fact, what the utility asserts it (them) to be. 

The utility has provided enough details to perform a reasoned anal sis of its re uest. 

The material has been received incident to an 
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AUDIT DISCLOSURE NO.8 

SUBJECT: INTERNAL AUDIT OF CONSTRUCTION ACTIVITIES 

STATEMENT OFFACT: NUll18s contracted with Arthur Anderson to perform internal audits. An 
audit of construction activities disdosed several areas of concern related to City Gas. 

he bid award process for a Florida project had a bidder handwritten in on a bidders list without 
ixpIanation. The company added had not been authorized as a bidder. This company's bid was 
attached to another contract which received the award. 

A second Florida project cliel not contain a Justification as to why tile contract was not awarded to 
the lowest bidder. Muller DIstribution Contractors, Inc. bid $84,000 more than the lowest bidder 
but were awarded the contract. 

SOUtheaSt corrosion Corp. And Muller Distribution Contractors, Inc. invoices induded charges for 
sub-contracted services and materials without supporting documentation. 

A Muller Distribution COntractors, Inc. invoice was manually increased by City Gas personnel for 
subsequent price adjustments instead of having Muller cancel and reissue a naw invoice. 

6Y Muller for $21,000 was billed and paid based on a copy instead of an 

"A lank work order that was not autllorized DY a CitYGas engineer was filled in by the contractor 
and attached to the invoice. 

nie projects pe ormeo for life replacement program manQited IiY the Florida Public Service 
Commission, utilizes work orders that are re-used and attached to invoices that are submitted for 
payment. The company oes !lo.t indude an original estimate of the work to be performed by the 
bontractor. 

ProjectS are not field inspected IiY !hi PrOject Engineers 60% of the time. Changes to work orders 
are only noted by the Project Engineer on the actual invoices as opposed to verifying the changes 
in the field and approving the work order. 

t City Gas, the warehous ng function is performed bY Muller and no physical inventories are 
p'erformed by City Gas. There were approximately $100,000 in discrepancies when Arthu 
~derson took physical inventories. . 

OPINION: AD of the above internal control problems could have caused City Gas to pay more than 
necessary for plant additions causing Rate Base to be overstated. 
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COtviPANY: 	 CITY GAS CO 

NOTES FROM BOARD OF DIRECTORS MINUTES 
TITLE: 


PERIOD: TYE 9/30/99 

DATE: MARCH 22, 2000 

AUDITOR: RKY 


WPNO. 

November 23, 1998 

Audit Committee MeetinG 

NUl Corporation 


The Committee financial results for fiscal year 1998 were reviewed along with a draft of the 
company's 10K for fiscal 1998. It was noted that there was substantial difference between the 10K 
for 1997 and the 10K for 1998. There was a lengthy and detailed disclosure on the Company's Year 
2000 risk mitigation plan. No details were provided in the minutes. . 

It was reported that an unqualified opinion was issued oy Arthur Anderson for the FYE 1998. 

Also there was a status report on the 1998 Internal Audit Plan. No details noted. 

An overview was given of the Year 2000 Risk Mitigation Plan. The board determined that there 
should be regular updates of the plant 0 the Board. 

he Committee resolved to appciint Arthur Andersen as independent auditors for FYE 1999. 

November 24,1998 

Investment Committee Meetioa 

NUl Corporation 


'A proposal was made to increase the pensions for former retired employees by 1% for every year 
they have retired, with a minimum of$50 and not for early retirement employees prior to 97. The 
Investment Committee said they would propose this to the BOD. 

The Committee was concerned about · the Fox Asset Management's recent performance and 
interviewed four rep1acements. Each group made a 45 minute presentation. The four were Donald 
Smith & Co, Inc,; Osprey Partners, Investment Management; American Re Asset Management, and 
Dreman Value Management. The Committee's consensus was to negotiate an investment advisory 
agreement with Dreman Value Management. 
November 24, 1998 
Board of Directors 
~ Corporation 

Executive Session. Salary recommendations were reviewed. The recommendations were based on 
data from Towers Perrin on total compensation. at the officer level to establish ranges for salaries, 
cash incentive and stock incentives. It was noted that cash incentives are determined based on two 

~Pl 



criteria: Perfonnance of the Company and perfonnance of the individual. As the company. did not 
reach its financial goals or FYE 98, the committee recommended that the officers not receIve cash 
incentives for this. However, they recommended incentives for individual perfonnance. 

Discussion of tIie stock options ensued. It was resolved that Change in Control Agreements 
currently in effect for certain employees be extended to December 31, 200 I. 

Discussion of the 40 IK plan ensued. It was resolved that the rate of employer contributions be the 

same for Calendar year 99 and for 98. 


A salary increase was recommended for Mar. Kean and approved. 

The Boara was apprised of the proposed long-tenn incentive plan for key employees of TIC 
Enterprises. No reso tion. 

There was discussion and update of the Y2K issue. 

In the year end report from Arthur Anderson there were no matters of concern to bring to the 
attention of the board and it was resolved that Arthur Anderson would be the independent 
accountants for the next fiscal year. 

John Kean, Jr. reported on his trip to Moscow to discuss with Gazprom a possiBle usiness 
relationship. A letter of intent had been entered into to explore several business opportunities. 

The status of the Company's partnership with Energy Partners was discussed. 

January 26, 1999 

QfillQization Board of Directors Meetjn& 

NUl Corporation 


Elected John Kean as Chainnan of the Board ofNUl Corp. 

Executive Committee- Resolved that the Board many designate 5 or ore Directors to be on the 
Executive Committee and designated, John Kean, Chainnan, James J. Forese, John Kean, Jr., R.Van 
Whisnand, and John Winthrop. 

Audit Committee - Resolved to appoint an audit committee. James J. Forese, Chaill11llll. J.Russell 
Hawkins, Bernard S. Lee, John Winthrop, and John Kean, Jr., Ex.Qfficio. 

Investment Committee - Resolved that the Board appoint an investment Committee. John Kean, 
Vera King Arris, R. Van Whisnand, John Winthrop, Chainnan, John Kean, Jr., Ex. Qfficio. 

Compensation Committee- Resolved to appoint a compensation committee. R.Van Whisnand, 
Chainnan, Vera King Farris, James J. Forese, J.Russell Hawkins, Bernard S. Lee, John Kean, Jr., 
Ex.Qfficio. 

WP8 P.2 



The level of compe~.•on of the board members was r~solveo. ., 
Non-employee directors shall be $15,000. Committee haIrs an addItional annual of @,500 ~yable 
in shares of common stock. $600 to each Board and Committee members for each meeting they 

attend. 

The officers of NUl Corporation were appointed. 

The Board appointed members of the following committees: 

NUl Savings and Investment Plan <;ommittee, Employee's Retirement Plan ofNUrCorp Retirement 

Board, City Gas Company of Florida Pension Plan Adm Committee, Pa and Southern Gas Company 

Employees Pension Plan Retirement Committee, P&S Employees Savings Plan Committee, 

'£lizabethtown Gas Advisory Board Appointments. 


Also the Chairman of the Board of Elizabethtown Gas was appointed. (JoM Kean). 


January 26, 1999 

Board of Directors Meeting 


Corporation 


It was reported that the company sold $40 million in tax exempt bonds through the NJ. Economic 
Development Authority. Also, the company is being considered as a provider of dredged material 
remediation for the NYINJ harbor. The company will be asked to demonstrate their technologies. 

TIie company's affiliate TIC Enterprises was discussed. 

A report on the distribution services business detailed the terms ofsettlement of the labor agreement 
following a 20 day strike, discussed the status of a union organization campaign taking place in the 
company's NJ call center. Also, be advised the Board that the company is considering extending 
a pipeline into citrus and sugar case production areas in the State ofFlorida. 

The Employees' Retirement Plan ofNUl Corp was amended. A new section was added regardlDg 
early retirement. 

There was a discussion of the progress being made by its partner Energy Partners. 

The regular Y2K presentation was made. 

February 24, 1999 

S(X'&jal Board of Directors Meetina 

NULCorporation 


The meeting was called for three purposes: I. The company's investment in TIC Enterprises, 2. The 
possibility of reforming the holding company structure, and 3. Proposal to restructure the current 
lease at One Elizabethtown Plaza location. 

Discussion noted that the current owner of the b!Jilding is a joint venture which includes a Kean 

WP&P.3 



family trust that is why this was brought 0 the Board. The proposal would provide the company, 

among other things, a substantial reduction in annual rental expense. Did not say how much. 

Resolved to negotiate and execute a lese for 200,000 sq fl. For a tenn of up to 30 years per sq fI at 

a rate ofS\6.00 in year one with up to 2.5% annual growth rate. 


AS TIC IS not regulated, the discussion was not summarized. 

However, staff should be aware the allocations of these costs could erroneously be charged to the 

utility. 


Discussion of the company's structure was had. No action was requested at this time 

wi 

http:ofS\6.00


• • 

,...,(jp. /. 7' 0 114 R. - ./ ~ ~, ~,I 	 ~ I  • 
1 	

~, 

L!L ./. /. ~ ...., ... A .,~~ «- ~r ) 

/. 0 .~, - 1/ ,6 c.: 	 '....
• 	 c> ~. J-... ... /2.. /: ~ !.. 

, 	 '7  C-
o I...,... -71' ""2 r- d 
, Ir:l~ ::%. y. lu.- I#' i~. /- ~ .4- IV 

, 
• 1/ ~ 'L ~ '/ I... e 

.L <:::: . ~ 

\0 	 7.~ I~ I ~. ~ I?' -' .L

/. // 1::/" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" 
" ,. 
" 
" 
" 
" 
" 
" 
" 

" 

" 

" 

" 

" 

" 

" 

" 

" , 

" 


" " ., 	 ~ 
INTEMIrr 1USwt:$S~' j\(; jIW71_?8l"I'.. ...:n_ ..... 



. • 

j .. iIII. ~9fl r9:'7 - /1. J bb 	 / .t'a 

.,., 	 ", ' ;;:;, " ,., v . ~ 	.~ ~ r{;, I~ fA. r- GV .... 
,/6 V1 A i I~ kll ~ ~ t!.'" 


• 	
I 

,r: 1-(1 . _ 
'JL ./. r r'N1 'l7bls" 19 	 -~ 

.P. L• b. A • ./ ~ /, ~ ~ '..It" Irl.::: 
, / ~Ir. 'f' r<i!' ~t2 
• ~ ;J 4A:f- ~ :J 

, 	 I- Al I <- r:-:- , f/ J. f? /1, . /,.; .t. ~7'l I:>II! 1.11 1.11'. 
[j --.£- U?/, IU'-," .,. 	 '", ~L .c: 'LA. - ~. "'." 

Z /:: "', ,L /2 I~ ~ /.. t-... ~ :tIto "/" 	 ,
~)~: ~ ~ 1/ 1'/ z.. 1,;0. ~, .L ,9'1! '": 17: 1...-. 1£ ." 
~ 	 ",,' ,,0D. V( i:)"-	 .£ r~ t). a.,." 	 '" / 1"'[ 	 ~ ~ ItI ~ ~ , Jlrk" 

" ~ 	 AO~ ... -0. ~ v 
.LI ... In rn /l .J. ~ f". ~ J 	

,
" 

I.... I..., ~ 	 - hV~ I. JJ ~ I.<,. 	 ~" 	 '" ~ ... ~. .iI. ,r. ~/ ". ,/1 1,.,. 1/ I,,/;. -4 /,.,.. ,",., /" 
'L ~ .... ,d 0 h " h~~ -'" ~ ~ ~ f-..- (/

" 
" 	

./,V? '''' .-.. 	 ,,r. :: ~ ~ I/, , t7, I.f!~ ~ i ..L ,ll /- .~ k1 
~ /. 'l/_ ,l, ,... r ... #1,.- '/ 4t.r ~ 1"7' t "1.:." 

.. I"- I~.... ~ 	 h." t7 ~ 	
.,. 'c.:I ...,

n ~I.... ... ~ ~ ~ (/ ~ A-. ,.,. 71:. Ati D 
vb. i...£. '< ; 	 '" t-'" .- II, .f A • v.... l..: .... (of J ~.. I"... Ii: {. ~ ~ C:: 

~ 1--/ !..~ "" 
4.. t-IJ A. iI'-	 I--b." 	 "'-
".., 	 PI." ..0~ lP' ...I: 	 (; , .., /. "'- "

c,. ./" ~ tz, U /2. C ~ 

~ '.-. .-(.
" jJ l7. ~ ~ ~ 


v
,. "'" _/1 	 '20 1.-. "t , t?, I..,;l ~ ""
"" y .". -~ .<. /.? -: 7';;:
" .... .... ;t ~ 
, f, "'-,L" r,11 	 r~ ;., it.- -' L ~...lJ ,., !-oJ ~ .0 

v v7,~ p-_ ,,~ " ll{ 	 '" "lA. -?-

Ie 'L. .fi. a )0 ~1/;:- -I' ,r 	 I 7'J f-'ob" 
" 	 ~ ,99 ~o ;./; ...., ..:l'!l'] 

i"'A -to. ...... ./ "-- ,4; "'" 
,.., 	 .I. ~" 

~ ;ttA ~, 14'! • ./ !,8 ~ 	s,; ,::>t: -"2L 	 V" 
J. /. ~ A '/7' ,-, t7" 	 """ . .. )'l ;" J(I_ n or ~ - //, ,v~: .L ~l!? .... / ". 	 ~ 

~ 	 ,., 	 ()0' I"" 
T1 Ii. al/. Iii 'i'- .11. W, 17,. ~ ".~ nt;; !-,'" A 11'_ ~. rl dr" -., d. .I 	 II J.'...., 

1HT~1lI\ITt' 8O./SII'IfSS'00I'4 II< ftoI Tl "'·n7t ' AX (...n __ 



• I 

, 
• 

, 
; 

~J... 

k' 

/ ;, ../,
/, v.. 

,~ 

tJ.. i 
k-J?/ 

-, 

~ 1.(, .1/ 
u /t '& A, /, 

,\ /... J ¢,/J~ ~ 
~ ;.;.,/ IL ~ 

~. 

- / '/, 
d. A, 

'L ~"j 

.;; £ 0 
Z. / 

(~r. 
D. 

-, 

, '~·/J.i ~ 0/ 

" 
" 

~ ill.,z,. 
1'5: II 

.-./. ,'" 
~_ 

7r 

"" 

_ 1.1", 
-Ll. 

/. 
Vo, I.A ~i'A 

~ 
7 

A:' 

'". 
§., 

,Ih> 

~ 
/... 

1/; 1 

k 

"'. n. J 

" 
II V ::'A. 

" 

.£ II " 
2:" ,:>, AIs?i _L--. 

I., I'") 9'> "- .a." I(.," ~ 


" 

" 


I~ -" 

" ~ 


" 

" 

u 

" 
JO 

.. " .. 
.. r 

• 



• 


."7
I I 9~ 7 I. lJ. ~1;" - ('. I~ ~ 1/11. 

I~ 

1. - I ~ /.,.~. ~ 
;;; _I.(, 	 ~ ,. J C .... .,.,.,~.. .L. .L. ..A • ..I..b. .1& J. ,,..

J 'T C- - ;, kill It.. I.... , ..... ...: ~ i'? .... " J'J 

• 	 R .; I. 7 r-~ ,,:, .f/ e" " ~. ~ 

II (" ~. IS• " 
, 	 '" ..• ) ~. ,. f," ... ~ :... >rl f- ~ r.o ~ 

I 

...... ,..,L• 7. '.... (.., 1ft V /' ~ ~ Vet: 7T 
, (,IICI ~ 


(iq c, •
" 
~ ~ " I' 

". 1,. "I.f .I'~ I-A. I 	 /-() 
;; -l. V t.

" 
" 
" 
" 
" 
" .. 
" 
" 
1I 

" 
" .. 
" 
" 
II 

" 
" ,. 
" 

" 

)J 

" 

" 

" 

" 
JI 

" .. , 
" 
" 	 ") 

b" 
'''1) __ F,u I"1.,,,,_ 	 ' I 

~GI'Irt' 1VMIIl" ~ INC 



CITY GAS COMPANY OF FLORIDA 

CONFIDENTIAL DOCUMENTS PROVIDED 

DURING SURVEILLANCE AUDIT OF NUl CITY GAS 


AUDIT CONTROL NO. 000-134-\ 


WORKPAPER NO.9 




..........a 
'/30/'f9 

/ 

~A'AA .1 lL ,A ,/IJ~r. 11' '1I I/, .- '1";i e. ~ /" L~ ~ ~ O. 


, -( - A. ,..; /, ',. 1/- rd .,t / 1 II.~ w.,j 
~. G, I", j
A 

, 1- ...... 1.11 '.J... iT. '" " 
-v 

/ ? 
• 
, It. 'ow ~ J AA Il ~ " ~ at tyc ,:J:::J e:;- D, iL A, 

• 
I t:. ... i- 1- 'b . A. &. ~ tD,1i• ,.., :;r, ~ "1. ~ -. a L t'i: / B £ ",. ,-I". 

IQ 7~ ~ -::;- J:i I/; Q. j 
/ 

II 

" ::;:1 
'-f", tb. '\.. I 19~ :;;," ~ .." .. '" / " v 

~ - /' 

.. f • of; % L."'- E'" "'" d' .l.!.... ~ 1/ .0, II. I... . 12" 
I- II ,,~ [0" 

" '/; I~ . #. ../ ,. :... V" - . ..: .~ IdI ~IV' I t' [I ~ A1-.. i?" / 
,~ 

I";:;. ~ j ~" 
" 

"'" I. ..... r,o, ...I~ /s ltd b ~" / """ " ., '- ..... F'/ 01 1(.,"").. 
.~/. -.I. i .~ a. / 1..1. t ~ . ) ,r I.<,. /;. r,.;t " I' I I h rv" "" " 


" 

" 

JO 

JI 

" 

" 

" 

" 

" 

" 

" 

" 

" , 

" 


/"'" 
U ~ 

I ,. ''''''' - .. '.., _ .." 



CITY GAS COMPANY OF FLORIDA 

CONFIDENTIAL DOCUMENTS PROVIDED 

DURING SURVEILLANCE AUDIT OF NUl CITY GAS 


AUDIT CONTROL NO. 000-134-1 


WORKPAPER NO. 9-3 




COMPANY: CIlY GAS COMPANY OF FlORIDA 
NOTES FROM~ AUorrOR'S 'NORKPAPERSTlTtE' 

DATE: .,5/00 (uteJl><.Q. 
PERIOD: rYE 9r.l<lI99 

ARTHUR ANDERSEN'S REPORTS 

SUBJECT OF REPORT: IlUIINI.. PROCEll ItIIK CONIULnHO 
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NUl CORPORATION 
BILLING PROCESS REVIEW 
BUSINESS PROCESS RISK CONSULTING REPORT 
SEPTEMBER 1999 

OBJECTIVES 

To IdenIIfy evIIuaI8 and \Nt IIUmII c:anIrOIa willi rupecI fa Ihe bIIng process fa - 
such ~ "'" In place and operating eIIedIveIy. The controls identified Ire: 

CONtROl. 

Adequacy 01_ reading proeell 
CompIetenoII, accurac:y, and tImeIneII of 
(0) Ihe bIIng process for realdenuat c:ommen:Ial, 
and IrInapoItaUon CUllamers. 
(b) Ihe IIIInIII bIIIng process for 
ceI\aIn transportaUon CUll........ 
(e) CSS oyIIem updaIIng for MW cuotamera 
Adequacy 01 CMr8Ighi and controtover CUltamer 
Iccount ~ and 
ControIa overlhe daIa nnafer between Ihe ITRON meter 
reading oyI\emI and Ihe ~ ServIce and ~ 
CSS apple"""', and 
ConIroIa overlhe daIa nnofor0I ..... 1nformotIon from 
Ihe CSS oppIcaUon fa PeopIeIoft. 

A limited _ of Ihe IIJPIIOIIIng ........... c:anIrOIa ............tIn InformaUon III<:bIOlogy 

Idzed In Ihe billing process WII peofonned 1ndudIng: 


SeaIII\y _IrIUon policies and p<ociOCIIno over IPplell'on and '*-k... 

Ic:ceII (ImiIed fa Ihe CSS IPlliClUon). 

AppIIcaUon del;elopmll( and ~ c:anIrOIa overlhe CSS oppIIceUon, and 

0peraU0n0 poIIcIea and proced.... over p/IyaIcII MQII\\y and dllal back"", and 

recowry proced..... 


RESUlTS: 

The _ 0I1he HH.ow Report 11_......... for T.....p ,rII\Ion CUItomero. 


CSS IPpIe",,, del; .Iopnent and \eIIIng II CDIICIIIc:Ied wINn Ihe ..... iInIy on 
Ihe IIIIintwM \hIo cn__ rill< of _ cocIo being \rInopoItecI fa pn>ductIon. 

u.. ............... only fonnIIIr CIIIIIIIIUIIIco by HumIn ~ to Ihe CSS 

MaInhmo IICUIIIy odmInIIIrIIar on _ monIhIy bull. The MQII\\y odmnIoIrItor 

must r.I\t on dopattmenl managers for pIIImpI """*'don notIIIcaUon. AI _ ..... 

IIIIIINI8d empIo~may contInIe to baWl_to I4IIIII\Ive \IWIaICIIono and 

doll for _ period of ana monIh ."baeqllllllto 1IImINIIon. 

OBSERVATION 

THEACCOUNTa RECllVAaLE IU8IIIIIARY LEDGER II NOT REGULARLY 
RECONCILED TO THE GENERAL u:&.........- 

In ... prIor,..-_, we _1hII... 1CCOUIIIIng cIepar1mInI hid _ 
regIUrIy perfoI".... ___0I1he _ and SouIhom'a DivIIIon'. 

__SlIboI Il.oy_LodgIrto...GenonILedger. 

The lui __ 01 ... _ DhIllon Slobledgerlo GenonI Ledger 

occurI8d ............ monIho ago. The 1aI ___ 

..-aUon oflhe So<-.. DhIllon woo ~ 1987. 

RECOMMENDATION 

The .............. 01 ... __1IiboIdIery ~ ledger fa Ihe 

~ ledger 0lioi*i ba ........ lout on _ ~ bull to ....... thal \he 

reopec:\IvIIledger balance ... In au-. 

MIl _Dement reop __ MW Dopa_ woo __1CCOUIIIIng fa 


........ ICCIII'ICY of Ihe generllledger. PnIg/'III .... belli ....... and 

wellllk;lPlle hiving II of _ noc:oncIIoIIono COI.ipIoted by 12131198 and 

prep-.cI per\odIcdy going '--d. 


OBSERVATION 

http:prep-.cI


OBSERVATION 

REVIEW OF THE HI-LO REPORT IS NOT EFFECTIVE FOR 
TRANSPORTATION CUSTOMERS 

There was a Transportation customer with three melers on one account had 
one broken meter that was registering zero consumption for nearly two 
years. There was consumption on this accounts that was not billed over this 
two year period. The problem was found when the customer alerted the 
Company about not being billed for their 98§ usage. 

The broken meter was Included In the HI-lo Report and should have been 
identified as a problem during the Hi-Lo review by the representative in the 
Transportation Department that reviews the Report. 

Any meter that Indicates zero consumpton Is flagged and Included in the 

Report. Management of Customer Care Indicated that due to probable 

oversight, this particular meter was not Identified as being broken, therefore. 

a Service Technician was not dispatched to test the meter. 


The responsibility for reviewing the Hl-Lo Report for Transportation customers 
Is principally the responslblily of one person In the Transportation Department. 

RECOMMENDATION 

The responsibility for reviewing the HI-lo Report should be alternated 
between different representatives In the Department 

Each Individual should be held accountable for the Identlficatlon and 
resolution of Hems on the Report. 

Management should assess the effectiveness of the HI-lo review process 
to ensure that Items that appear on the Report are followed up and 
resolved on a tlmely manner. 
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NUl CORPORATION 
NATURAL GAS PROCUREMENT PROCUREMENT PROCESS REVIEW 

BUSINESS PROCESS RISK CONSULTING REPORT 
SEPTEMBER 1999 

OBJECTIVES: 

Test internal controls related to the Natural Gas 

Procurement (NGP) process of NUl Corporation to ensure that 

the test controls are operating effectively. 

The areas reviewed are: 


Adequacy of the following controls: 

natural gas procurement planning process 

gas measurement and regulation process 

accuracy of the Gas COntrol process; 

invoice administration process for gas purchases 


Identify, review and test key information technology internal 

controls within the NGP process to provide reasonable assurance 

such controls are operating effectively. Specific controls 

identified included: 


Energy Management System (EMS) application controls over the 
accuracy and authorization of deal ticket entry and maintenance 

EMS application input and processing controls over the linking 

of purchase deals to sales deals 


EMS application controls over the accuracy and authorization of 
invoice entry and maintenance 

EMS application input and processing controls over the linking 

of invoices to deals 


Risk Works (RWS) application input controls over the entry of 

forward deal information; and 


Controls over the accuracy and completeness of the data transfer 
of market rate information into the RWS application (used to 
calculate the forward position) . 

A limited review of the supporting pervasive controls surrounding 
the information technology utilized in the NGP process was 



performed including: 

Security administration policies and procedures over application 
and network user access (limited to EMS, RWS, and Windows NT) . 

Application development'and maintenance controls over the EMS 
application; and 

Operations policies and procedures over physical security and 

data back up and recovery. 


Identify opportunities for improvement and make value added 

recommendations. 


RESULTS 

OBSERVATION: 

Segregation of EMS Security Administration and Application 

Development. 


1. The lead developer for EMS is also responsible for the 
security administration of this application. The application 
security administration function should be segregated from 
application development. Widely held access ghts combined witn 
the ability to perform application development and maintenance 
may result in inappropriate access to sensitive transactions, 
programs and data. 

RECOMMENDATION: 

The EMS security administration function be segregated from the 
EMS application maintenance and development function. 

MANAGEMENT RESPONSE: 

1. NUl is in the process of recruiting a Sr. Manager of Security, 
ch~rged with overseeing the tactical and strategic aspects of 
access to and management of corporate information/assets. This 
includes security for data, software applications, hardware, 
telecommunications, and computer installation. Authorization 
and Access Control (ex. Granting only limited rights to each 
identified user as appropriate and ensuring that what is not 
authorized cannot be done) will be two of the items covered in 



the enterprise security plan and implementation. 

2. Procedures are already in place to ensure that when the EMS 
development manager adds or modifies security that all 
modifications are reviewed and approved by the NUl Energy 
Brokers' system administrator. The system administrator has 
access to security reporting ad is able to monitor security 
permissions as necessary. NUl will document these procedures. 

3. EMS is still undergoing a significant amount of development, 
and security administration updates are required with each new 
release. Energy Brokers' management feels that responsibility 
for security administration should remain with the EMS 
development manager until development is curtailed or completed. 
The EMS development manager and the Energy Management group work ' 
very closely together to analyze data that has been processed 
incorrectly. The Energy Management group monitors sensitive 
data in EMS very closely and if any of this data were changed 
inappropriately it would be noticed and investigated immediately. 
One EMS development slows down, it is our intention to move 
security administration away from application development. 

4. In the event that a security breach does happen and data is 

corrupted, EMS is backed up every night and could be ,restored 

based on the prior day. 


OBSERVATION: 

SEGREGATION OF THE EMS APPLICATION DEVELOPMENT AND MAINTENANCE 

2. Each member of the EMS application development team has access 
to move code between the development stage (test) and production 
environments. As a result of not having a restricted and 
formalized migration procedure, untested or unapproved executable 
co~e may be entered into production resulting in the corruption 
of "Live" data or a significant disruption to the business 
process. 

RECOMMENDATION 

1. We recommend access to move code between the three 
environments be restricted to only the development manager or a 
designated transport officer. Transports to production should 
only be perform~d after the development manager has reviewed the 
testing procedures and user testing sign off. Documentation of 
transport approvals should be filed to provide an audit trail. 



2 The introduction of change management software for the EMS 
d~velopment environment would assist in this process. Change 
management software would provide assurance over version control 
and the migration path. 

MANAGEMENT RESPONSE: 

As discussed with the auditors, the development team uses 
Microsoft's Visual SourceSafe change management software. The 
development team manages all programs, stored procedures, icons, 
and documentation used in the EMS system through the software. 
Whenever a new release or version is created for production , the 
one developer responsible for creating the executable version of 
EMS stamps the software with the release and version number. 
The software allows viewing of code modifications between each 
version for monitoring by the development manager. 

The development manager creates extensive documentation for each 
release of EMS. The system administrator and the development 
manager guide the businesspeople to use this documentation to 
perform extensive testing before implementation and jointly 
decide when the release is worthy of implementation to 
production. 

After the EMS system is placed into production, when "bugs" are 
discovered the develop_ent team uses an existing Access database 
to log and monitor fixes to EMS. This software could be modified 
to include the release and version that put the fix into 
production. 

NUl Energy Brokers management believes hat the Stage (test) 
environment should remain under the developer's control. Since 
the fixes are managed with the Access database, this allows quick 
response while the business units are testing the system prior to 
implementation into production. 

A formal system design methodology (SOM) will be developed and 

implemented for standardization throughout the NUl enterprise . 

This will include the steps involved in initiating a program 

change, authorizations required, test plan authorization and 

completion, and migration controls relating to moving program 

changes into production. 


OBSERVATION: 

INADEQUATE STAFFING OF THE GAS CONTROL FUNCTION 



3. During the review, it was noted that the Gas Control 
function is staffed with only one Controller during evening 
shifts. Due to the short staffing of the Gas Control Department, 
there are no contingency plans in place n the event of an 
emergency such as the sudden resignation, illness or death of 
Gas Controller working alone during the evening shift. 

There are at least two Gas Controllers on staff during the day 
shift. 

RECOMMENDATION 

Instead of hiring additional Gas Controllers for the evening 
shifts, management should develop a back-up plan that places at 
least one Gas Controller on call during every evening shift to be 
called in to work if and when needed. 

MANAGEMENT RESPONSE 

Management agrees with the recommendation. Management will 
formalize a currently existing (informal) policy to require the 
Gas Controller that is. on the seven day off cycle to carry a 
pager and be on stand-by during this off cycle to be called in to 
work if needed. 

OBSERVATION : 

WINDOWS NT SECURITY ADMINISTRATION 

4. There is no officially designated Windows NT security 

administrator. As a result administration procedures are not 

being performed for the Windows NT network, such as: 


Review of security violation attempts 

Periodic review of user accounts for validity · 

Administration of Windows NT user access requests 

Documentation of directory security 


RECOMMENDATION 

NUl should designate an official Windows NT security 
administrator. This individual would be responsible for user 
account administration as well as the implementation of security 
policies within the Windows NT environment. 
Regular Windows NT security monitoring procedures shoud be 



implemented. 

MANAGEMENT RESPONSE 
•NU! is in the process of recruiting a Sr. Manager of Security, 

charged with overseeing the tactical and strategic aspects of 
access to and management of corporate information/assets. This 
includes security of data, software applications, hardware, 
telecommunications, and computer installation. Administration 
and Audit (ex. maintaining the identification, authentication and 
authorization records and learning about attempted and successful 
breaches of security) will be items covered in the enterprise 
security plan and implementation. 

At the present time, minimum password length is set to 4 in order 
to coincide with PeopleSoft and RACF. This was implemented 
several years ago with the goal to facilitate a future move to 
Single Sign On (550) across the enterprise. 

Originally, password uniqueness was set at a much higher level. 
However, this created an environment where users chose to write 
down their passwords on notes around their workstations. As a 
compromise, password uniqueness was reset to 5, a setting the 
operations staff believed was an acceptable compromise. 
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EXECUTIVE SUMMARY 

BUSINESS PROCESS RISK CONSULTING REPORT 

CODE OF ETHICAL BUSINESS CONDUCT REVIEW 

APRIL-MAY 1999 


OBJECTIVES AND SCOPE 


Review and evaluate the monitoring of compliance with the Code of 

Ethical Business Conduct. 

Identify opportunities for improvement and make value added 

recommendations. 


RESULTS 


OBSERVATION: 


DISTRIBUTION OF THE DISCLOSURE FORMS IS NOT PERFORMED IN A 

CONFIDENTIAL MANNNER 


Per Carol Sliker, Assistant Corporate Secretary, the disclosure 

reporting process is not conducted in a confidential manner. 

Distribution and collection of the Conflict of Interest 

disclosure forms is done by the respective department heads or 

supervisors as opposed to direct correspondence with the 

employee. 


The potential breach of confidentiality that may occur in this 
process may hinder employees from disclosing information as it 
may be seen by their supervisors. 

RECOMMENDATION 

We recommend that the Conflict of Interest disclosure forms be 
mailed directly to the employee in a confidential manner and 
submitted by the employees directly to the Legal Department. 

MANAGEMENT RESPONSE: 

The Company agrees with the recommendation. 

OBSERVATION: 

DISCLOSURE FORMS DO NOT INDICATE A REQUIRED RETURN DATE 

It was noted that the disclosure forms do not indicate a required 
return date. Without a requir~d return date indicated, employees 



may fail to return the forms in a timely manner or at all. 

RECOMMENDATION 

The disclosure forms should include a required return date to•help ensure that forms are timely returned. 

MANAGEMENT RESPONSE: 

The Company agrees with recommendation. 

OBSERVATION: 

ACKNOWLEDGEMENT FORMS NOT RETURNED 

3. The 1,083 employees on the payroll at the time of the 
Conflict of Interest disclosure mailing, 297 New Jersey 
bargaining unit employees were not sent a disclosure form to 
acknQwledge their compliance with the code of Ethical Business 
Conduct. Management decided not to send the disclosure forms to 
the New Jersey bargaining unit employees due to the negotiations 
taking place at that time. 

Of the 786 forms actually sent to employees for this reporting 
period, 23 were not returned due to employee resignations, 
terminations or retirements. 697 forms were signed and returned 
by employees and 20 of these returned forms included a disclosure 
statement that required follow-up by the Chief Administrative 
Officer. 66 forms were not returned by employees. 

RECOMMENDATION 

It is recommended that management should re-address the issue of 
whether the bargaining unit employees should sign the disclosure 
forms to indicate their compliance with the Code of Ethical 
Business Conduct. 

Management should perform adequate follow-up on the disclosure 
forms to ensure that all of the forms are signed and returned in 
a timely manner in accordance with Corporate policy. 

MANAGEMENT RESPONSE: 

Our procedures indicate that disclosure forms (forms) are to be 
sent to all employees. Due to the labor negotiations in New 
Jersey at the time the forms were sent out, Management decided 
not to send the forms to the New Jers~y Bargaining Unit 



employees. 

The Company agrees with this recommendation. The procedures 
require that all returned forms should be followed up. 
Due to the work stoppag~ in New Jersey and the assignment of the 
Assistant Corporate Secretary to additional duties, adequate 
follow up was not possible this year. 

OBSERVATION 

NOT FOLLOW-UP ON DISCLOSURE STATEMENTS 

It was noted that as of April 1999, that certa~n disclosure 

statements still required follow-up. It was known to the 

auditors that the Chief Administrative Officer that most 

disclosures indicated on the 20 disclosure statements were of a 

very minor nature (part time job, disagreement with termination 

portion of Ethics Policy) and required only minimal follow-up 

with the employee that made the disclosure. 


RECOMMENDATION 

For future form mailings, follow-up on any disclosure statements 
be performed in a timely fashion. 

MANAGEMENT RESPONSE 

The majority of the disclosures were addressed either immediately 
prior to receipt of the disclosures in writing (through the 
employee calling the General Counsel) or immediately following 
receipt of the disclosure. Only two disclosures had not been 
followed-up with as of April 1999. One disclosure was a 
bargaining unit issue and members who made a disclosure would not 
discuss the issue. The second disclosure was followed-up on and 
is in the process of being addressed. 
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NUl Corporation 

Injuries & Damages Reserve Analysis 


Sept. 30. 1999 


Company 
Corp 
ETG 
CGF 

Account 
228000 
228000 

228000 & 228001 

Description 
Injuries & Damages 
Injuries & Damages 
Injuries & Damages 

GIL Balance 
12,732.77 
46.892.84 

( 138.951.48) 

Total Reserve Balances on GL (79,325.87) 

Aegis Reimbursement (ETG) (106.000.00) 

Total Estimated Reserves Needed: 
ETG 
CGF 

463,500.00 
72,000.00 

535,500.00 

Additional Reserves Necessary Over/(Under
ETG 
CGF 
Net 

accrued): 
417.125.61 
(66,951.48) 

350,174.13 

'roposed Adjustment: 	 ___ 
01·615981·290 Ins. Claims Act·lnj/Dam Prov 350,000.00 
01·228000·000 Injuries & Damages 12,732.77 
02·228000·000 Injuries & Damages 337,267.23 

'0 increase reserve to appropriate level & reclass reserve balance from Co. 01 to 02. 

Comments 
There should not be an reserve on 01 's books·Reclass to ETG 

Balance at 9/30198 was ($376,815.26) 

NUl paid approx. $306k in Hopkins case, however only responsible for 1 st $2ook 

Per meeting with Barbara Vitale, Toni Perrotto & Clarence Bauknight 
Per meeting with Barbara Vitale, Toni Perrotto & Clarence Bauknight 

Proposed Adjustment 

- cv>-.:l !" 
.-::»~ . -,>-0-Q"., 

, 	 ' , , r 
I. < , ..J , ..... 	 L. L, G...(\ . (~; ' ):"_.)' Ii i .;. 

v 

. / 1(' ,- C-, 
i'-' L'-C: " ' ,,,) I e 

.-	 , ..tU -} ) / ~ ::; .J
i 	 I ( 

'J :-L . ,_ C t...... , r __ " ,_ ~- ~"'I-h .~ ,'~ 
~ ... ' .:,. -r_-.__ _.__ • _ 

(\):1 ' '- ~.-;: 
- ..}" , l. 4 ':.> .. ~..J ,. " 

l. 	'.. ""7: ;:-,...- ~~/ 

c.. - i .~ ..LJ -"4. .l "-.L'">:.\ , S..:-" .....:r 	 ;.. 

. 	 / ",;; .--.~I'_-~- • ....:."-" .;..~ ,.:",:._ . '. ("'--- .....::::.\~ , ' ' 	 , ,~...:. " ~ ... _ 'v-
(; r__ _::? \ 	 to'I..... r 

http:376,815.26
http:337,267.23
http:12,732.77
http:350,000.00


--

:ASE NAME 

IORTHERN DIVISION 

(Ideo, Gasper (deceased) 
~raham, Cheryl & Andrea 
r,A.llen David and Cheryl 
'eath 
'and children 
I ucas, Helen 

nd, Rot.ert 
,enker, Barry Paul 
:ell:grino, Linda 
'olanco, Elizabeth 
.izzo, Joseph & Severia 

'asquez, Betty 
icki Fabian 
\lalker, J 
lelsh, Lisa 
leshnak, Howard 

.OUTHERN DIVISION 

:llladares, Gladys 

Jrreau 

hacklin 

:lwes, William 

~ rnandez 
3rdy, Jeannette 
1n Buren, Enrique & Family 

c.o t~r-\ t'>b t...r< \ {\ l... 

NATURE OF CASE 	 RESERVE ANTICIPATED :;OMMENT~ 

AMOUNT 
(Yob..t.\t..t..ht>l..l.. -- . 0 

~,~ FISCAL YEAR~. ,-.u..~ 

Automobile 	 200,000.00 Year 2001-2 Review after one year,Automobilelbackhoe 	 65,000.00 Year 2000 (I'\ ~. ,,:;It, , 'to- \ ;..\... r; ...~~" ~ 
" 

" 

Slip and Fall lO,OOO.OO Year 2000 


,....," ...... ~;J~. ".. ~ ..,....... '('"' ' .... .
. j Slip and Fall 60,000.00 Year 2000 
Slip and Fall (glass door) 10,000.00 Year 2000 
Flash back 15,000.00 Year 2001 
Automobile 35,000.00 Year 2000 
Property 35,000.00 Year 2001 Need evaluation by Wausau 
Damage/easement 
Automobile .J 1:500.00 Year 2000 
Slip and Fall 55,000.00 Year 2000 ........ s.. ~'ro t,.\ '2.0 .... ( '"'... ~. - \ . 

Claim 8,500.00 Year 2000 
Flash back • 10,000.00 Year 2000 
Automobile/Construction --f0,000.00 Year 2000 
Site 	 41'5\5._° ,'1070 ; ~!., .~oo 

..;; 
·'Automobile 10,000.00 Year 2000 
Automobile 12,500.00 Year 2001 
';utomobile 2,000.00 Year 2000 
Fire . 	 2,500.00 Year 2000 .... e\~~ ~.""" \.4 ",,,' _, 

~L." , '-"'~ .k...-.4; '&_. • A.o.~ ;It. .. ..,., ,h • • ) . ao t ~ :Automobile -0
Automobile 20,000.00 Year 2000 
Carbon monoxide 15,000.00 Y3ar 2000 
poisoning 

~ 


http:15,000.00
http:20,000.00
http:2,500.00
http:2,000.00
http:12,500.00
http:10,000.00
http:f0,000.00
http:10,000.00
http:8,500.00
http:55,000.00
http:1:500.00
http:35,000.00
http:35,000.00
http:15,000.00
http:10,000.00
http:60,000.00
http:lO,OOO.OO
http:65,000.00
http:200,000.00


E.E.O.C. 
Barnes v. TIC 
Brand, Twana v. ETG 
DeSouza, Cheryl v. TIC 

Q-or--J~::;: 1;:>C..(.:r.." r. I..... 

Race Discrimination TIC to place reseNe 
Race Discrimination 10,000.00 Year 2000 
Sexual Discrimination TIC to place reseNe 

",- ' 2 ,0'"' ..-"') 
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http:10,000.00
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NUl CORPORATION 
ANALYSIS OF STOCK GRANT EXPENSE 
THROUGH FISCAL 1999 

Fiscal Fiscal Fi8cal Fiscal 
1996 1997 1998 1999 Total 

Total Shares Available for Vesting • 53.012 53,825 60,425 79 ,873 

VESTING ACTIVITY: 
Shares Vested (on 11/97) 28.062 11 ,775 

S 24 .3125 $ 25.625Vested Price (now fixed) 

Cumulative Award 662 ,744 
 301 ,734 

Stu Steggol'. vesting 1.382 

Vested Price (now fixed) $ 20.00 


27,640 


Kenney's vesting 6,662 

Vested Price (now fixed) $ 20.00 


133,240 


1998 Early Retiree Vesting 7,847 18,500 18,500 

Vested Price (now fixed) S 22 .53 $ 22.53 $ 22 .53 


176,809 ~16,842 416,842 


Ken Ward retirement 810 ' 900 1,200 

Vested price (now fixed) S 21 ,653 $ 21 .653 $ 21.653 


13,208 19,488 25,984 


Remaining Shares to Vest 8,429 22,650 40,725 h873 

Estimated market price $ 24 .75 S 24.75 $ 24 .75 $ 24.75 


208,e18 560,588 1,007,944 1,976,857 


Total Cumulative Award $ 1,242,258 $ 1,298 ,652 $ 1.450,769 $ 1,976,857 

Amount Vested at 100'10 1,033,641 738,064 442,826 

Remaining Amout to Vest $ 208,618 $ 560,588 S 1,007,944 S 1,976,857 

% of Award Earned at 9198 100'10 94'10 79'10 40% 

Total Cumulative Expense 208,618 526,952 796,276 790,143 $ 2,322,588 

Tolal Cumulative Expense 1,242,258 1,265,016 1,239,101 790,743 $ 4,537 ,118 


Total Expen.e Recognized- Fiscal 19ge 469,628 469,628 
Total Expense Recognized- Fiscal 1997 507,618 530,480 1,038,298 
Tolal Expense Recognized- Fiscal 1998 221,139 599,566 339,007 1,159,712 - V 
Total Expense Recognized- Fi$cal 1999 14, 1, 409 ,046~p2-

4,076,684 

Over (Under) Expense (Cumulative) $ 460,434 

CC!:' 
, 

Note: Assumes we make the minimum 10'10 earning. growth each year. 

, . , 


