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. I  . 

Issue Oate 

21-01 PS - Daytona Meter Shop Local Disbursements Spec 01/24/2001 

CONFIDENTIAL 
2001 

Doc No. 

1 
2 21-02 EMT - Risk Management Review Follow-Up II 01nW2w1 
3 21-03 EMT-Trading Procedures Followup oinonwi 
4 21-04 Software Licensing Process - Follow-Up - M r p  Corn 02/06/2001 
5 21-05 Software Licensing Process - Foliow-Up ~ CS 02/0w2001 
6 ' 21 -06 Software Licensing Process - Follow-Up - EMT 02/0w2001 
7 21-08 Software Licensing Process - Follow-Up - FIN 
8 21-1 1 Software Llcensing Process - Follow-Up - GA 
9 21-12 Software Llcenslng Process - Follow-Up - HR 

10 21-13 IM - Software Licensing Process - Follow-Up 
11 21-14 software Licensing Process - Follow-Up - IA 
12 21-15 Software Licensing Process - Follow-Up - NUC 
13 21-16 Software Licensing Process - Follow-Up ~ POD 
14 21-17 Software Licenslng Process - Follow-Up - PS 02/06/2001 
15 21-18 Software Licensing Process - Follow-Up - Reg Af 02/06/2001 
16 21-19 Software Licensing Process - Follow-Up -RA&P 02/06/2001 
17 21-20 Software Licensing Pmcess - Follow-Up - GC 02/06/2001 
18 21-21 EMT- Fuel Oil Procurement Audt 02/16/2000 
19 21-22 Nuclear DiSasler Recovery Pian 
20 21-23 PSL Inventory Review 
21 21-24 FIN - Amex Credit Card Notification Review 
22 21-25 Review of Year-End Accurals 
23 
24 21-27 CS -Collection - 45th street Care Center Review 
25 
26 21-23 OASIS Standard of Conduct Review Follow-up 
27 21-30 PG - Coal Procurement Audit ~~. ~ ~~~~ 

28 2131 EMTIFPLEPMI Credt Procedures Follow-Up 04/05/2001 
29 2132 NUC - Turkey Point Nuclear - Inventory Follow-Up A i  04ll2RO01 
30 21-33 NUC- Nuclear Contract Administration-Numanco M117/2001 
31 21-34 EMTIPMI Special Review by IA, HR and RM 03/27/2001 
32 2135 IM-DB2Securily 04/2W2001 
33 21-37 PS - Walton Service Center 
34 2138 eProcurement Project Review 
35 21-39 . EMT - Mark to Market Review 
36 21-40 PS ~ Power Systems Tech 21 Project 1Q2001 
37 2l-41 HR -Vehicle Auction Special 
38 2142 PS - West Palm Beach Service Center 
39 21-43 Worlcers' Compensation Audit OW13/2001 
40 2144 SAP - Local Disbursements 06/1112001 
41 21-45 HR - Trammel h o w  - Llmaed Contract Adminislratioi 06i2W2001 
42- 21-46 CS - Residential - ECCR Contractor Incentive Paymei OWl5/2OOY 
33- 21-47 CS -Analysis of 2000 ECCR Contractor Inventive Pa] OWlSnwl+-' '' 
45 2149 ISC - Corporate Recycling Services Process Review 06/2912001 
45 2160 ISC- IR Inventory Tracking Benchmarking study O6/29/2001 
47 2162 NUC - PTN License Renewal Per Diem - Special Revia 06/29/2001 

49 21-54 IM - Corporate Firewall 07/12/2001 
50 21-55 PGD - FOS Review 07/23/2001 
51 2166 FIN - New SAP On-line Approval Requirement (when 07/27/2001 

21-26 CS - Review of Prepay Meters Beta Test Program 

21-28 CS - Residential - 45lh Street Service Center Revlew 

%..= 
44 2148 HR ~ Vehicle Auction Special Addendum 06/29/2001 

48 21-53 CS - Prepay Meters Part 2 06/25/2001 

02/06/2001 
02/0w2001 
02/05/2001 
02/woo1 
02/05/2001 
02/06/2001 
02/06/2001 

M/22/2001 
mm001 
02/w12001 
02126/2001 
wo812001 
03/22/2001 
03moo1 

03/27/2001 
o3norzooi 

05109Ro01 
W07/2001 
05/24/2001 
06/01/2001 
0wo1/2001 
05/23/2001 
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52 2167 PS - Double Invoicing to FPL by Quantum Resources 07/3012001 
53 2168 IMICS-CTISelver 081oww1 
54 2169 HR - CAE Faciliies Construction Special OWl7/2001 
55 21-60 CS - Analysis of RES-MIS Inspection Query 08115/2001 
56 2161 FIN - FPL and FPLE Duplicate Payments Review 08128/2001 
57 21-62 FIN- Benford's Law Transactions Review G3106/2Wl 

59 21-64 FIN - Direct Release Security Review 09118/2w1 
60 21-65 FIN - Review of Bank Recondliation 09/06/2001 
61 21-67 HR - PMK Inventory Audit 09/25/2M)1 
62 21-69 HR - TCC Reimbursable Overheads, Allocations and 09/26/2001 
63 21-70 PGD - Sanford Repowering Contract Admlnistration I O W 0 0 1  
84 21-71 CS - Review of CS OSHA Reoordables 09/27/2001 
65 21-74 ISCnM - ePro Server Audit 09m12001 
66 21-75 PS - Power Systems Information Warehouse Server I 101oy2001 
67 21-76 ISC - Business Warehouse Secufw 10/08pLWl 
68 21-77 ISC - Nuclear Inventory Optimization Project lOIlORW1 
69 21-79 IM --Pro Proiect Status EOM Sentember 2001 1 w19/2001 

- 58 2163 CS - CommerciaUlndusbial- ECCR Contractor lncenl 09/11/2001 eb 

70 lW2S2001 
71 21-81 CS - Florida Gas Audit 11/05/2001 
72 2162 PS- Power Systems Information Warehouse 11/07/2001 

21-80 ISC - Power S;stems Inventory Conversion to SAP 

73 21-83 FIN - Review of Expense Advances 1110912001 
74 
75 
76 
TI 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 

21 -84 11109l2001 
21-85 POD - Review of OSHA Rewrdables H/lS2001 
21-86 IM - Compucom Contract Administration Review 1112012001 
21-88 Rate Case Server Security Review 11/28/2001 
21-89 PS - Review of Local Disbursements Staff Locations 11/28/2001 
21-90 PS- Review of Local Disbursements Staff Locations 11/28/2001 
21-91 PS- Review of Local Disbursementat Staff Location: 11/28/2001 
21-92 PS - Review of Local Disbursements Staff Locations 11/28/2001 
21-93 PS - Clarke Service Center 11128RW1 
21-94 PS - Company Car Follow-Up llRw2001 
21-95 NDS Security Follow-up - CS 12/11/2001 
21-96 NOS Seeurity Follow-up -EMT 12/11/2001 
21-97 NDS Security Follow-up ~ IM 12/11/2001 
21-98 NOS Security Follow-up - POD 12/11/2001 
21-99 NDS Security Follow-up - PS 1211 1/2M)1 
21 100 NDS Security Assessment Folk-w-Up - IM General 12/11/2001 
21101 PS - Tech 21 - WMS Control Assessment of Critical 11 12/llLZM)l 
21102 PS- OSHA Recordables FollowYp 12/11/2w1 
21 103 IA - Basic Fiduciary Responsibllities lll2K2001 
21105 PS - Revlewof Local Disbursements Staff Locations 12/12/2001 
2tSW HR ~ Bid Evaluation Threshold Review 01/30/2001 
21 SO4 HR - Merit System Access Testing 02123/2001 
21S05 HR - ISC DME Procedures Review 03/15/2001 
21S06 FPL - Review of 2001 FPSC Revenue Rebate 05/25/2001 
21508 FIN - Direct Release Implementation Review 06/26/2001 
21S10 EMT- Self-audit of Confirmations 08C31R001 

PS - Power Systems Tech 21 - Fleet 



.. ,. 

CONFIDENTIAL 
D O ~  No. Issue Dale 

1 22-01 ISC ~ Business Warehouse Review 12!2wzcQ1 
2 22.02 PS UTILX Vendor Management Review 12/21/2001 
3 22-04 HR - Fidelity lnvesbnents Contract Administration 01/0812002 
4 22-05 PS - kset  Management Vendor Selection 01/17/2002 
5 22-06 PS - Power Systems Tech 21 Project - Status EOM August 01/17/2002 

93 
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22-02 PS UTILX Vendor Management Review 12/2112001 
3 22-04 HR - Fidelity Investments Contract Administration 0110812002 
4 2245 PS - Asset Management Vendor Selection 01/17/2002 
5 22-06 PS - P o w  Systems Tech 21 Probct - Status EOM AI Olfl7Ro02 
6 22-07 EMTIPMI Fiduciary Responsibiliies 01/30/2002 
7 22-09 CS - Special - US Cold Storage 02/13/2002 
8 22-10 FIN - Officers' Expense O2t2n012002 
9 22-11 CS - Collections Special 02RlR002 

10 22-14 GC- Environmental Accruals 02128/2002 
11 22-15 EMTlPMt - Credit Procedures Second Follow-Up Aud 03106/2002 
12 22-17 CS - Review of ASSIST Controls 03/29/2002 
13 22-18 ISC - Cost Reduction Process Auda 04/04/2002 
14 22-19 HR - SAP Project h'7anagement Review 04/18/2002 
15 22-20 IM ~ Magellan Development Server Security Review 04/1&2002 
16 22-21 CS - Contract Administration of Media Expenses 04/17/2002 
17 22-23 FPLUFPL - SAP Financial Project Management Revic 04E25nOM 
18 22-24 PS- Power SystemsTech 21-WMS User Adminiswat 05/1012002 
19 22-25 IM -SAPTechnicaf Projeft Management Review 05/1412002 
20 22501 HR-CRE & TCC Safe &Secure Audit Process 03/02/2002 
21 22802 PS - Corporate Purchase Order Presentation 04/11/2002 
22 22SO3 IA - Code of Conduct Survey 04/18/2002 
23 22505 EMT Produres Review 05/07/2002 
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Company: FPL' 
Title: Summary of Internal Audits 
Period N E  12/31/01 
Date: ' J ly 8,2002 
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eoL!frxrr& 
Review of Residential Control Structure - ECCR Incentive Payments 

m e  Florida Public Sewice Commission (FPSC) introduced a set of guideline allowing Florida 
U W I S  to establish Residential Conservation SeMke Programs in Florida on November28.1980. 
FPL has maintained its Residential Demand-Side Management Programs (EM), paying rebates 
to customers for certain energy-saving improvements made to their premises. FPL's customer 
incentives are provided by means of a standard rebate certificate, whereby the contractor remits 
the cwtificate to FPL for reimbusement of the face value of the certificate. m e  face value ofthe 
cerWicate is subtracted from the price of the repairfinstallation work to arrive at the amount due 
from the customer. Currently. there are three programs that FPL offeti rebates through incentive 
CerfificateS to residential customes: (1) Residential Ceiling insulation (Rei), (2) Duct System and 
Testing (DUCT), and (3) Heating. Ventilation and Air Conditioning (HVAC). 

42 

Audit Issue 
W~ update access to bdh the Marketing information System (MIS) and the Contractor 
Tracking System (CTS), a segregation of duties issue is created, whereby a user has the 
ability add a ficiitious contmctor in CTS and wucher payments to that same contractor 
using MIS. 

Recommendation 
Although there is no indication of wrongdoing, the aciivity by the one user appears high. 
Management should peiform a review of 5% of the population to verify that (1) the 
contractors paid by these employees are valid COntraCtOrs and (2) the payments appear 
to be proper. 

Management should segregate the roles of wuchering from the admini*ion of 
ccfmctm and ensure all individuals with access levels to both systems (CTS or MIS) are 
removed 

Audit Issue 
The Field Reo that issues a cerH7cate to the customer should not be the same Fieid ReD 
performing &e post-inspeciion afthe contractor's job 

Recommendation 
Given the exposure to possible illegitimate payments to contractos. management should 
p e h  a sample review of the instances, where a certificate has been issued and 
inspected by the same employee. 

Audit Issue 
The RES department did not meet the FPSC inspectron quota guildlines requiring a 10% 
inspecrion rate by each program. This step is not only important For purposes of adhering 
to FPSC guidelines, but aim is a key feature in the control environment 

Recommendation 
Mis aitiil that RES management ensures they are in compliancewith all1 guidelines. This 
lsstep isakeyfeaCurein~emntrolenvironmentofthedeterrentforimproprieties byfield 
repsorcontracton. particularly in light of the segregation limitationsldeficiencies that exM 
with the system 

Audit Issue 
me current RES procedures had not been updated to reflect a change made to the 
Administrative Code in 1998 

WPP-1 P.l 
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Recommendation 
Management will update the RES procedures to reflect the current criteria required by the 
FPSC. 

Audit Issue 
1997 audt recommended the creation of an "Inspection Bypass Report and a "Certificates 
Issued by Voucher Clerk Report" to aid in management's review. As of the conclusion of 
this audt. neither report had been developed. 

The creation of the report will identity the following scenarios - Issued and Vouchered by the same user (RCI and DUCT) - issued, Vouchered, and Bypassed by the same user (RCI and DUCT) 
CTS comctor addition and vouchered by the same user (RCI. DUCT and HVAC) - CTS contractoraddition, vwchered, and vouchered by thesameuser (RCI. DUCTand 
HVAC) 

Management should review these reports on a periodic basis. In addition, a year-to-date 
report should be evaluate whether there is any recurring activlty by a particular individual. 

Audit Issue 
There were a substantial number of employees who had update access to MIS or CTS. 
Based upon their regular job fundan, access to these applications may inappropriate. 

Recommendation 
Tne Power Systems employee and FPL contract employee who have administraUve 
access to either MIS or CTS should be removed. If management believes this access to 
these individual is necessary, their activiiy needs to be monfiored. 

Management should determinethe optimum numberofemployeesrequiring accessto MIS 
or CTS. and remove all other employees from these user tables. 

Audk Issue 
Minor exceptions were noted in the auditors detailed review of M certificates. 

nndinqS 
A HVAC 

Of the 34 HVAC jobs reviewed: * One HVAC cemcate had been mailed by the contractor to FPL; however there 
was no recorded that a rebate certificate was processed in MIS for this customer3 
account 

?s- In iwo instances. it was noted that me customer might not have been informed of 
the incentive payment. This was evidenced by the fact that customers' copies of 
the HVAC cemflcates had been mailed to FPL along rmh the other certificate 
copies. * There was one instance where tne informmat'on reported by the contractor on the 
HVAC cemficate did not agree to me Air Condifionlng and Refrigeration Institutes 
Standards(AR1) manual, documentaiionthatis requiredforallHVAC.This resulted 
in an overpayment of $70 to the contractor. 

Recommendation 
Management should verify the incentive payment, ensures that the customers are 
contacted to verify whether the rebated had been received by the customers. and 

WP lP.2 ?- 



Company: FPL 
Title: Summary of Internal Audits 
Period TYE 12/31/01 
Date: July 8,2002 
Workpaper No.%l 

ensuresthatwuherde~aretrainedtodetecttheseerrorsduringtheirreviewofthe 
certificates and their asMciated documentation. 

B. DUCT 
of the 9 DUCT jobs reviewed 
> in 2 instances. ther was no charge to the customer for a duct test to a single 

detached home, which requires $30 charge. * In 2 jobs, the wtractm repair time of leaks identified in the duct survey were 
approimately double the estimated hours, giving question to the appropriateness 
of the charge to the customer or the validity of the Field Rep's estimated. 

> In 2 jobs, the contractors' repair time of leaks identified in the duct survey was less 
than haif the estimated time (E.G. 3 actual hours. Vs. 7 estimated hours). 

Recommendation 
On a periodic basis (e.g. quarterly), management should review the Duct No Bill 
Repwl, Mat lists those customefs accounts that are not billed for a duct test, to 
monRor the appropriateness in the number of incidences mere a survey fee is not 
charged 

Management should review the 4 of 9 instances where the adual repairtime dWfered 
greatly from the estimated repair time. 

Audit Issue 
In 8 of 10 certificates reviewed at the Customer Service North (CSN) location, there were 
no insurance cerhficaies filed with the contract as required by RES procedures. There 
were no exceptions noted at me LeJeune flagler Office (LFO). 

Rewmmendation 
To M e r  control me administration of conbzts. me responsibility for maintaining all 
contactor documeniabon will be shifted Io the LFO. 

WP9-I P.3 
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Period: NE izmm 

@ Analylis of 2000 ECCR Contractor -Incentive Payments 

In June 2001, Internal Auditing issued a report detailing our assessment of the control structup 
with respect to the payment of Residential ECCR contactor incentives. This report identified 
serveral a n m l  weaknesses in regards to : (I) segregation ofduties. (2) missed inspection quota 
targets, and (3) inadequate supervisory review of reports. Given these findings, to provide 
management comfort that the payments made during 2000 were proper. internal auditing 
petformed an analytical review of 72,000 payments totaling $16.9 million for Residential Ceiling 
Insulation (RCI), Duct System and Testing (DUCT), and (3) Heating, Ventilation, and Air 
COnditioning (HVAC). 

A TESTING OF DATA FOR QUESTIONABLE PAYMENTS 

1. Testing of Data for Questionable Payments 
DUCT 
'P Four issuers of DUCT ceMcates accounted for 20% ($57,750) of the activity in the 

> FOC these fwr issuers, their poportion of DUCT payments at the madmum range 

x- None of these four issuers had also wuchered the payment 

* No obvious patterns were noted in HVAC data. 

Recommendation 
Given that a large percentage of payments in the DUCT program are being paid at 
their maximum value, management should eduate the adequacy of the current 
incentiverate structureto determineiftheintendedparkipation andcustomerpayback 
requirments are optimized. 

RCI 
The rate apppiied to the calculation of RCi incentive payments is based upon a range 
from $.025to$.13persquarefoot, dependhgupontheexisting insulationlevels. The 
square footageofthetoptwenty payments appeared reasonable. The square footage 
measured by the Fieid Rep. were compared to the county recards for these homes 
maintained by Less-Noais. Moa homes were more or less agreeable except for 3 
premises, where the square fodage wera greater than the amount reported by 
properly records. 

Recommendation 
Although Internal Auditing recognizes that the properly3 square footage reported by 
Lexis-N&s may be incorrect. management should review the three instances for 
appropriateness. 

- 
maximum range ($285.516). 

represented an average of 56% of their DUCT certificates issued. 

- HVAC 

2. Multiple Payments 
The Residential Deparment Guidelines contains seyecai limitations for repeat 
incentives. 

Recommendation 
Management should evaluate whether the number of multiple payments appears 
reasonable. If these amounts appear irregular, management should ensure that a 
review is petfooned on a sample basis of these jobs. 
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3. Steering by the Field Rep 
The auditors analyzed the DUCT and RCI population for inddences of possible 
steering to a paltiurlar contractor by the Field Reps. Steering by a field rep could 
potentially indicate that a FieM Rep was receiving a "Kick-back' from a contractor for 
recommending customers to use this one contractor. HVAC was omitted from this test 
since they are issued by the contractor and are not iniliated by a Field Rep 

The auditors identified 9 contractors that had an abnormally high percentage of jobs 
issued to them by a specific Field Rep (14 reps), as bmpared to all Field Reps 
department-wide. The auditors eliminated contractors with mass sales jobs. Based 
upon these criteria, we were able to eliminate 7 of 14 selections. The remaining 7 
Field Reps had an abnormally high number of jobs totaling $82,014 (an average =% 
of their tdal dollar value jobs) issued to a non-mass sales job. Management has been 
forwared this informatim and Will determine if further review is necessary. 

B. CONFLICT OF INTEREST 

While Internal Audit had identified in its previous review control weaknesses, based on a 
review of incentive data by ourselves and RES management it appears that here are 
obvious irregulalifies in the payment data. 
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& REVIEW OF COMMERCIAMNDUSTRIAL CONTROL STRUCTURE - ECCR 
INCENTIVE PAYMENTS 

In June 2001, Internal Auditing completed a review of the Residential (RES) programs' ECCR 
mntractMincentivepayments and identifiedcertainimprovement opportunities otbeimplemented. 
Internal Auditing continued its examination of ECCR expenditures by reviewing the 
Commerciavlndustrial conbactw incentive payments 

I. PROPER CONTROLS 

A %&gation of  g tie^ 

1. To properly segregated duties, management should ensure that (1) the same 
employee who initiated the job (with Incentive certificate issuance) through a direct 
lead does not also post-inspect the same job and (2) the same employee who p1p 
inspects a job (and in effed issues a certificate) should not also post-inspect the 
job. 

2. Managementshould perfop a reviewof the chilkrjobs'documentation processed 
atoMerC/l locations (not reviewed inthlsreport) toverify thatthe post-inspecfions 
were performed by a different C/l rep. Should there be additional jobs that have 
been issued and poseinspected by the same CII rep, management should require 
that they be field inspected to ensure the equipment referenced on me cemficate 
has been installed. 

5. Compliance with lnspecfions Quotas 

1. AS the incidence of 100% inspection rates may be hah and may ofiw an 
opportunity to lessen their frequency and reallocate resources, a reporting 
mechanism should be dweloped to monitor such activity. Inspeetion information 
is already entered in BES. therefore, the data can be queried to provide 
management a reporting mechanism Io monitor inspection activity and adjust 
workload accordingly. 

2. Managementshouldconsidertrackingthe contractorfailure rates, as done by RES. 
to better document and monaor their performance. Those with higher failure rates 
may require additional inspections. 

C. Supervisory Review of Reports 

Internal auditing noted that one of three locations visited had not reviewed the SAP 
Transaction Register since May 2000. During the course of the audii. CSE 
management represented that this deficiency was corracted and the manager has 
reviewed all prior aclbity without exception. The SAPTransaction Registers are now 
represented as being reviewed on a monthly basis. A separate review of the location's 
disbursement activity will be performed by Internal Auditing. 

II. DETAILED TESTING OF CERTIFICATE PAYMENTS 

FINDINGS 
Cf the 202 certificates reviewed, the auditors only noted the following: 
* One underpayment to a CiL contractor of $160 and one overpayment to a ClBE 

contractor of $73. The contractors have si= been notified by management of the 
miscalcuiations and have made arrangements to correct the payments. 

W P q l  P.6 
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* I n 5 o f 3 0 H V A C D X ~ c a t e s r e ~ , t h e c o n t r a ~ s . ~ c e w i m t h e F P L r e b a I e  
subtracted was not attached to the papemwk submitted by the contractors 

AS was previously recommended in a prior audit and agreed to by management serial 
numbers are not being required to be provided on the HVAC DX certificates by the 
contractors. 

- 

(1) Due to the nature of the program 0.e. there is less contact wim HVAC VX contractors 
as with other programs), R is important that contractors provide the necessary 
Supportingdocumentaf~(thei~icerwiththeFPLmbate wbtraaed). Assuch, reps 
should be instructed to withhold payment from wmactci's until theey have Fully 
satisfed the program requirements. 

(2) TO provide adequate information to m d u c t  a thorough post-inspection, the incentiM 
cerMtcate should be modmed in order to require contractors to provide the serial 
number of the HVAC OX unit@). 


