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' T L e  intema 'ere selected ir nection with the auait ot tne Adjustm 
However, since the Environmed Clause and Capacity Clauses are bc.,., audited at 
time, we will report here any items that also pertain to them. Also, since ifis our understan 2 11 

that we will be asked to review the surveillance rep b nything from these audits that pertain to base rates 
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'Part of the audit fc ~rocurEEent/purchase orders (PPC 
issued by the Putnam Plant Matenal S p w w s i  mu contract administratiodreceipt verification 
(CAR'S) Test were performed to make sure vendor selectidprc t of goods and 
services were properly bid and fr"----' T L  procedures and -"- -:'--ta; and also LG 

to make sure CAR's were propel . iented and FPL pra 1 gment critena, - 1 
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;/bids were received and evaluated. Three 
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especially where technical components are being considered. The 
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Recornmenda .__.._ I IIC ____" _ _  
justification. Management concurs an 
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Ill.  PO'S wth environmental risks. As of July 1994 tne KIsK Management aepamnent is: 
new guidelines to be included in contracts with environmental risks. All future contracts 
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significantly reduced the amount of obsolete or excess invent 

ntory Turnover. Approximately $1,006,914 of $2,521,177 of the M&S 
Jeen issued in the past five years. Site management is aware of th~s and 
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I inxuaea .,. -uuVunt 154 at origmal cost, estimate if now known. Reusaoie marerial consistins 
4f relatively small items, should be included in the account at current prices which has beerr 1 
defined as "fair market value". The company current policy to return rebuilt items to invent, 
at 50% of last purchase price or the cost to rebuild, whichever is greater. No documentath 

Id be provided to show that 50% was fair market value for the rebuilt items in the aud 
) no documentation could be provided for the company's policy of 50% of last purchasq  
e or the cost to rebuild, whichever'is greater. The company says that analysis of certain pa 
been made and another analysis is currently underww nf hot end c 
market value on these relativelv s 

,icy. Per FERC reusable materials consisting of larg ZzZzi 
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nctxlllmendatrurl, The company snould follow F E ~ L  ror pncing repairaDle items. AI 
frame should be established for the completion of the analysis of all items. Managem 
concurs and says a representative sample will be performed to determine fair market value anc 
that the analysis need to be expanded to include a representative sample. It will be completed 
July 31, 1996. Right now, it is being determine whether a fair market value could be assigned 
lr-7, individual fair market value percentages will be used. If not, a cnmmon fair market valu 
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-Site __....-_. aurm&rators should make sure thdours  reported on the suppliers' billing 
time reports are accurate. In the future all supplier employees should identify all time sp 
site on the rime reports. Suppliers should be made to justify any significant variances. If 

1 .  -_ . .. .. , ..- . . cider ' -- 
' Management responded thar me- would be required to explain the variance! i demand reimbursement for any variances supplier could not explain. Site employee, 
administering supplier contracts will be required to maintain their own records of hours v 
. y suppliers to be used in the future to determine whether the hours billed by s u u u l i e w  r 

orrect. One of the c o n m ~ t n ~  already agreed to reimburse FPL for some variai 
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.A s a m p l e m C C U ' s  issued to 25 supplier waS E. .-..€a. Nine were preparea and authorizc , 11-63 days after work was performed. Four the 58 DWA's reviewed were prepared 18 to 68 I 

days after work performed. Internal audit noted that site personnel often obtain 5 -- 9 signa 

obtained less units. This wo \e de' 
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- -Managemem issued a letterWfEii5fng empLvJcba ha t  written authon'zanon must be 
prior to work and the only on site employee who can give a verbal authorization is tt 
Deviations from policy will not be tolerated and will result in disciplinary action up to 
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 der was awarded to a sole source supplier with reasons justifying the sole source PO. 3 

Internal audit felt the reasons were not sufficient and that withcut reviewing and compari 
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new procedures to audit suppliers hours workec 
employees to filling out DWA AND F- . - 

Procurement Activities - Six PO were reviewed to determine that the policies of FPL were beir 
followed for procurement. Two PO’S were dated subsequent-to the-starj of the work and one F 
had a CCO which was not prepared in a timely man ~~ 
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‘the M&S ons 
five years was performed Approxlmately $1 3 million of $3 
the DaSt five vears Management was aware of this concern a 

: or e s inventor 2 past three ye, 
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In 1< . . _ _ _ _  - U M ~ U J  dtered into a ten year Area wide Public Utilities Contract (,Area wi 
Agreement) with the U.S. General Service Administration (GSA). The advantages of this 
agreement are :( 1) the Company could contract with federal agencies for Demand Sic 
Management Services. The Agreement classifies the Co as a federal contractor. Because me I 
is classified as a federal contractor, they must be in compliance with various Federal Acquisitic 
Regulations and implement a Subnntracting Plan (Plan) for small ihich 
disadvantaud hiisinesses (SDRI 

Internal audit reviewed me aaequacy and effectiveness o 
implementation to make sure it complied w t h  the “plan 
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DIU surrrmaries, and awarded Pos Lor compiiance w t n  me pian anu regulatory requiremems we 
precluded. This could not be effectively performed until the supplier database is surveyed and 
reclassified with focus on small business aspects, Buyer Workstation is implemented and there 
sufficient data for samnling Prior to 95 the data hme fnciiseed nn minnrifv and wnmen hiiqine‘ 
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plan. The supplier data base needs to be refocused to the small businc Ither than the MWE 
Not all FPL procurement groups were trained regarding the requirements of the Plan. The pia 
for 1996 was submitted to the GSA late. The expenditure report due to the GSA was filed latt 
Inte audit made rec nendations for all of these items and management will follow 
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iversation with Sam Watersand Dave Wasaiewski. FF'L has a contract with us Tradin; 
jurchase a certain volume of natural gas. The contract provides for FPL to b. _ .~e to buy L 

'0 of the volume of the contract on a forward looking basis, out to 13 months. That is on 
me rutures market. Ivir. Waters says that per the contract FPL can purchase from citrus for thf 
coming month at the average last 3 trading days of the prior month. Prior to the last three day 
FPL can purchase 
the futures markei 

he coming month up to 50% of the volume agreed u 

explainea OY n exposure iimm on 
tune and price. .. duy futures and price falls far enough WIU L.. VU. -.d take loss. There i 
it as to how much loss could be taken. The opposite also works. If they purchase very lov 

raters mere are conuoi mecnanisms u 

I pncec on hivher can cee future and take the nrnfit which one< thrnuuh the fuel adjustmen 1 
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Make sure there is a cl , arc 
adequate management apprUVdlS in place and adhered to, are p o l i ~ i c ~ ,  procedures and va 
techques adequate, is there adequate segregation of duties to safeguard assets, are risks 
understood and within the guidelines, are transactions properly disclosed and accounted : 

gy that control 

' vith FPL procedure, are regulatory considerations researched and u ' 
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The valuations are an important part of the program. The FPL tri 
market valuations on a daily basis to report the current value for all open positions. This all03 
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the trader fn mnnitnr npen pncitiom and tn determine when tn cettle nr rlnce nut a noqitinn 1 
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lits. The ~IULGUUIG~ uu IIUL 3ay whether gains realized on closed out positions sh 
the exposure limit increasing it, or the exposure limit stays the same even if gain 

I - Management says the risk management board’understands clearly that the maxir 
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THERMALUPRATEPROJECT 
ANALYSIS OF TEMPORARY PAYROLL COSTS 

T' 1995 I S M @  Totals Total Temp 
Name SS Wumber ST O f  ST OT ST O f  PWmn 

$32,800.00 $3,462.50 538.262 50 r 2 
$0.00 tl5.428.00j- 2 

521,184 00 $0.00 $350. $0.00 $21,544.60( , 

Ralph Campenella $35.532 00 $784.00 $25,004. $1.036.00 561.572 001- i ;, 

r0.w $32,800. 
$0.00 $15,428. 

Andy Tiluskin 
Dick Beds 
John Guy 

Larry Coogan Sl8,S60 00 SgS.00 $13,824. SB6.00 $32.480.00! 2 " ' 
Alan Dunston 544.532 00 $578.00 $42,624. $578.00 $87,732 00 I 

Totals 

Total 1995 

Total 1996 

Note: 1994 data not available in PRA 
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