SCLI D WASTE DEPARTMENT

CFFI CE OF ENVI RONMENTAL COCRDI NATI ON
MCKAY BAY REFUSE TO ENERGY FAC LI TY
AUDI T PROGRAM GU DE

The Solid Waste Department provides solid waste collection and di sposa

i ncl udi ng resource recovery and recycling services to over 86,000 city
custoners. Mre than 350,000 tons of solid waste is processed annual ly. E ghty
percent (80% of the total is received at the MKay Bay Refuse to Energy
Facility (Facility) where processible waste is separated and then incinerated to
produce electricity.

The Gty contracted with Waste Managenent, Inc. for the operation and
mai nt enance of the Facility. This twenty (20) year contract was subsequently
assigned to Wieel abrator McKay Bay ( WwB), a subsidiary of Waste Managenent.

In the past, the Facility's operations have been criticized in the annua
reports, required by the bond docunments, of the independent consulting engi neers
as well as prior Internal Audit Departnent reports. The criticismoriginated
fromenergy production | evels dropping close to a point where the Gty would

| ose excess capacity revenues received from Tanpa El ectric Conpany and possibly
be liable for repaynents of early receipts. The cause for the | ow production
was determned to be due to a | ack of reasonabl e and proper preventive

mai nt enance.

Accordi ng the engineer's annual report for Qperating Year 8 (FY92), dated My

10, 1993, WB hired a new pl ant nanager who was exhibiting "a positive change in
operating practices and a desire to address the deficiencies at the Facility."
SCOPE
The audit period is fromCctober 1, 1991 to Septenber 30, 1993, (perating Year 8
(FY92) and Year 9 (FY93).

PLANNI NG

1. Prepare and send an entrance letter to Manager of Auditee D vision

2. Prepare a planning programand include a time budget for the prelimnary
survey work

3. Conduct an inChouse review of the follow ng:
a. Prior internal audit reports and management comments,

b. The annual budget and M ssion & Managenent Statenent of Auditee Departnent,
and

c. GCharter, Oganization Chart, and any Procedure Manual s.
4. Schedul e and hold an entrance conference with the Auditee. btain the nane

of the departnmental contact person, and secure a place fromwhich to
conduct the field work portion of the audit.



5. Begin Prelimnary Survey by interviewi ng the appropriate personnel in the
Audi tee Department. Docunent the interviews with narratives in the work
file.

6. Review and docunent Internal Control System (Include control points, such
as the location within the systemof approvals, authorizations
segregation of duties, supervision, reconciliations, conputer-generated
error and edit |istings, exception reports, etc.)

7. After gaining an understanding of various functions, conduct severa
transacti on wal k-throughs. Revise docunentati on as necessary.

8. Prepare a survey meno listing the strengths and weaknesses of the system
Di scuss the areas of greatest risk and exposure to the CGty. Al so,
i ncl ude suggested audit objectives and test procedures. Discuss with
Audit Supervisor and the Deputy D rector

9. Prepare the audit programand include a tinme budget and estimated
conpl etion date. Index the work file and turn in for review

10. dear reviewnotes and revise the audit program if necessary.

OBJECTI VES
The objectives of this audit are to determ ne whet her

1. reasonabl e and proper preventive maintenance is occurring at the Facility
in order to maintain its production capabilities and useful life;

2. electrical production levels are no longer in jeopardy of falling bel ow
the Gty's contractual obligations to the power conpany;

3. the provisions of the contracts with the operator of the Facility and the
power conpany are properly being nonitored;

4. the independent consulting engi neer's concl usions and recomrendati ons nade
in their annual reports are being addressed in a tinely manner; and

5. the "technical information" as described in the (perati on and Mai nt enance
Contract is uptoldate and "sufficiently detailed to enable the Gty to
operate and nmaintain the Facility . . ."

CGBJECTI VE 1.

Det er m ne whet her reasonabl e and proper preventive mai ntenance i s occurring at
the Facility in order to maintain its production capabilities and useful life.

1. Prepare a random sanple of days during the audit period and cal cul ate the
availability of the Facility.

2. Determne the reasons for any outages which occurred during the sanpled
days (schedul ed vs. unschedul ed out ages).

3. For schedul ed outages obtain activity reports detailing the maintenance and
exam ne for reasonabl eness. For unschedul ed outages, deternine the cause



for the outage. Determ ne conpliance with manufacturer's recomrended
preventive mai nt enance schedul e for any conponent fail ures.

4. Request a "dunp" of all outstanding work orders and review for
reasonabl eness and ti neliness.

5. Summari ze and concl ude.

GBJECTI VE 2:

Det ermi ne whet her el ectrical production |evels are no longer in jeopardy of
falling belowthe Gty s contractual obligations to the power company.

1. ntain all TECo statenents and the Gty engineer's reconciliations of the
statenments for the audit period.

2. As considered necessary, recalculate the reconciliations.
3. otain list of anticipated down tine for preventive maintenance for FY94.

4. Determne if the down time will have an significant inpact on electrica
producti on.

5. Summari ze and concl ude

GBJECTI VE 3:

Det er m ne whet her the provisions of the contracts with the operator of the
Facility and the power conpany are properly being nonitored.

1. otain schedul es used to nonitor provision of the applicable contracts.
2. Verify or recalculate data, as considered necessary.

3. Summarize and concl ude

OBJECTI VE 4:

Det er m ne whet her the independent consulting engi neer's concl usions and
recomrendations made in their annual reports are being addressed in a tinely
nmanner .

1. otain annual reports for the audit period.

2. Schedul e out the conclusions and recommendati ons nmade by the independent
consul ting engi neers.

3. Determne the actions taken of the concl usi ons and r ecommendati ons.

4. Summarize and concl ude

CGBJECTI VE 5:



Det erm ne whet her the "technical information" as described in the (peration and
Mai nt enance Contract is up-to-date and "sufficiently detailed to enable the Gty
to operate and maintain the Facility . "

1. Request access to the "technical information" as described in Paragraph 6
of the (peration and Maintenance Contract.

2. Review data and test as consi dered necessary to conclude on the objective.

3. Sumari ze and concl ude

WRAP- UP

1. Conplete and i ndex workpapers.

2. dear review notes.

3. Prepare a prelimnary draft of the audit report.

4. Prepare requests for auditee responses.

5. Schedul e and hol d exit conference.

6. Incorporate auditee responses into the final audit report.

7. Present the audit report to the Mayor



