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1.0 Executive Summuary

In July 1999, the Burcau of Regulatory Review, now known as the Bureau of
Performance Analysis, compleled a review of customer property damage claims processes at the

four major investor-owned electric utilities in Florida. At the request of the Division of
Feonomic Regulation, this Review of Customer Properly Damage Claims was conducted as a
follow-up of the 1999 review to update the Commission’s information regarding customer

dmnage

This revicw exantines the customer damage for the four major
investor-owned clectric utilities in Florida, during the period 2003 though August 2008, The

scope of this review focused on each company’s:

+ T

¢ Goals and Objectives

& Compliance With Commission Rules
2 _

¢ Internal Audit Freguency and Findings
¢ Customer Education

4+ Damage Prevention Programs
¢

However, cificient and effective handling of claims does not necessarily
mean that a decision favoring the customer is always the outcome. The efficient and effective
handling of a customer damage claim should provide a fair and equitable claim resplution for
poth the customer and the company. Timeliness of completing the process is also important Lo
both the customer and company. The cuslomer wants fo receive a prompt evaluation and claim
decision lo repair or replace damaged equipment. The company also wants (o resolve any
patential liability that may exist and restore the customer’s damaged equipent.

9 EXECUTIVE SUMMARY
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The information compiled in this report was gathered via company responses lo staff
document requesis and interviews of key personnel involved in the claims pracess at each
company. Staff also examined samples of each company's claim Nles 1o evaluate whether

customer claims are handled timely, fairly, consistently,
Based on the interviews with key employees apd reviews of the

company's claim files, awdit slaff asscssed

Audit staff’s observations and overall
and discussed in greater detail within chapters

opinion of cach company arc summarized below,
2.0 through 5.0,

1.4 Backevound and Pers

Customer property damage claims occur when a cuslomer's premisé or property is
damaged due to an electrical event.  Thesc cvents may be caused by a number of factors
affecting the wility’s electrical system.  Electric compunies have centrol over company
workmanship, system design, cquipment installation, system maintenance, and quality af
electrical service, However, the utility has no control over tornadoes, storms, lightiing, and
ofher conditions thal may impact the companies™ systems and the cnstomer’s equipment.
Additionaily, some customer properly damage may be caused by lightning or other surges
entering the customer's premise through the equipment of other utilities, such as cable or
telephone lines that may be improperly grounded. Determining the truze canse of a customer’s
properly damage 15 not always a straightforward process.

Each company has filed a continuity of sarvice tariff with the Florida Public Service
Commission that cstablishes the fact that companies cannot provide 100 pereent continuous
service Lo ite customers. Rule 26-6.044(2), Florida Administrative Code, Continuily of Service,
requires that wiilities are 10 keep records of their system retiabitity and continuity of servics data,
customer's service inlemuption netifications, and other data for a pericd of at least ten yews.
The rule states that each company is 1o caplure the dale, time, and cause of cach oulage event and
report these annually (o the FRSC. Paragraph (3) of the rule also requires that the campanies
should make all reasonable efforts to prevent interruptions and attempt to vestore service within
the shortest time possible. The fact that an outage cccurs does not autematically create a lability
on the utility. Instead, the particular circwimstances of each customer properly damage case must
be carefully examined and assessed.

In some cases, the circumsiances may sslabiish lability, while in other cases the
company may be ahsolved from any Hability to compensate the costomer. The determination
hinges largely on determining possible responsibility for damage by the utility. In the interest of
requiring the regulated wility to provide safe, reliable, and satisfactory service, this area of

company operations iz of coneem to the FPSC.

EXECUTIVE SEMMARY 10
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Exhibit 1 provides 2007 comparable cldims statistics for cach company. The data shows
the number of customers served, the number of claims filed and paid, the percend of claims paid
and the averafe amosuat paid b} cach campmy for 2007 caslomer dammpe claing,

| Percent Paid |

bl L X iy ! I L
EXTIBIT ) Senrces: Poctorent chrwsrs 13,22

When comparing chaim staiistics for 2007 JJll lcads the amount paid, clmms fGiled and
c]mms aid compdnson

: . follows Il iv the total amount of dollars paad in chums
alao has lhe hzghest pcrcem of clhimg paid and the highest average paid per claim.
C‘onvetscly, B 2veraze paid per clainy, and percent of claimy puitd was the lowest of the four
companies in 2007,

Overall, during the period reviewed of 2003 through 2008, the wiilities paid between JJJ§
.mcl.pen.r_n[ of the claims submitted.  Staff belicves that the wiilitics conducled timely,

consistent, and fair property damage claim investigations. StafT also identified several key areas
where additional company effort is nesded Listed below are

staff"s recommendations in these key areas of property damage claims acijvily.

1.5.1 Florida Power and Light

¢ FPL should comply with the PSC reporfing requivements for Rule 25-6.019(2),
Florida Administrative Code, regarding reporting of propery damage exceeding
$5,000.

H EXECUTIVE SUMNARY
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f 2.0 Florida Power & Light Company
Florida Power and Light Company (FPL), headquarlered in Juno Beach, is (he largest

: investor-owned electric ulility in Florida, The company is onc of twe principie subsidiarics of
1_ FPL Group, serving 4.5 millien customers along the castern scaboard and southern portions of

Florida. During the period from January 2003 through August 2008, on average, FPL received
I customer property damage claims per year, which represented less than _

5

b

7 ! FPL's total customer base.
%

FPL monitors and evalnates individual agem

performance using an agent Year-wo-Date Supinary tal hightights performance measurcrents a5
B claims are investigated. This summary bracks the sgenls’ perlormance i custemer service and

25 damage claims progress. Agents are not evaluated by how many
iv

claims they approve or deny, but are gauged oh the completeness ol their work I
BN *

Bach agent begins the year with 100 points and points e deducted if performance
measurements are not met, or avaidable emers are made when investigating a customer

complaint.
seven days

y &

e

Lar
F

] A custonser complaint to the Public Service Commission
where the agent is found to have made an imgraper action or decision will yesult in a 15 point
deduction from the total. Agents can also earm points by pesitive feedback from customers,
Gienerally, a customer accolade will result in iwo points being addad to their total. This point
system, invalving munerons caicgories, is tracked throughou! the year. Coaching opportuities
with the agent’s manager are completed if the agent’s performance is found to be decreasing or

insufficient,

13 FLORIDA POWER & LIGHT COMPANY
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Rule,

Fach wility shall report to the Commission within 30 days of any malfunction of
or aceident involving any purt of the eleciricul system, fire, or explosion, that:

fa) Involves damage to the property of others for an amaunt in excess of £3,000.
or,

(b) Cawse significant damage, it the judgment of the wilily, to the uility s
Jacilitles.

FPL has a pracess in place that complies with the reporting requirements for Rule 23-
019(2). When an ageit receives a claim of §5,000 or more, he or she will filf out an internal
form and send it to FPL's Legal Department which has the responsibility for notifying the PSC.
The company has submitied some claims to the PSC that meet the reguirements set forth by the
above rile; however, it has not fulfilled the requirsments entirely.  FPL has reported 56 of the
18% claims thal were greater than the 35,000 reporting threshold during the period from Janvary
2003 through August 2008, 1t is apparcnt that at some point in FPL's reporting procedures that
the process breaks dewn, and the reports are nol heing senl to the FPSC ag required. Dunng this
review, discussions between the appropriate FPSC staff and FFL. clarified these repuring
requirements, which will be benaficial in fubure reporing.

FLORIDA POWER & LIGHT COMPARNY 16
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b FPE s plan for inypecting amd maintaining s plast faclittes iy important te customer

< damage claims becanse the fFequency and quality of company mspections may impact the
E overall condition of faciliics and the quality of service provided.  Rule 25-6.036, Florida
o Adininistrative Cade, Inspeetion of Plant, states:

P! Each utility sthall adopt a program of wspection of its electric plant in order 1o
“ determine the necessity for replacement and repaiv. The frequency of the variows
I inspections shall be based on the wiility's esparience and aceepted good practice.
£ Each utility shall keop sufficient records fo give evidence of compliance with ifs
“ inspection program.

e FPL states its inspection program for its above-ground equipment allows the company 1o
" proactively check for potential serviceability and safety jssues and 1o make rcpairs or
1Y replacements as needed.  Along with visuzl inspection and testing of equipment, FPL has
I included Theanovision ime its overhead distribution testing repertoire. This infrared technology
v allows a technician to visually idemtily overhsad cquipment that is overheating and couid
5] potentially cause a failure. This proactive testing of overhead facilities is primarily used by FPL
1= to inspect feeder lines for potentially faulty equipment,
1 FPL states there is no reliable, cost-cficctive way to inspect underground wires.
Vi Underground wire inspections are handled through voutine daily field maintenance operations,
i Understandably, FPL customers often experience a failure before the company knows there is &
2¢ condition in the underground cable to repair or replace. Onee a wire failure has been identificd,
a {he necessary repair is completed, and the wirc is placed back into service. FPL slates it rescrves
- the right to repair the cuable o the first event and pay for any further failures should they occur,
IE
24
25

Exlibit 2 shows the numbers of customer property damage claims filed and paid during

fhe period 2003 through 2007, Qver the period, FPL received an average of || NN
H and paid an average of TN o! the total claims received
each year. The remaining [N of unpaid claims were for reasons that include:

17 FLORIDA POWER & LIGHT COMPANY




CONFIDENTIAL DRATT
Cftant /3 e vt

Exhibit 3 shows the annual A
percentage of customer properly damage
claims during the period. FPL paid %
_01‘ the tolal clmms that were <
pursued by custormers i 2003, The
percentage of claims paid has [N
small increments every yeat through 2067
when FPL paid

fo%

For instance,
the number of claims that were

categorized as an v Tl i» S

i - 2003, and R in 2007. Additionally, Y
EXUIRIT 2 Source: FPL's Respanse the calegory where V1
to Rocument Regeest -3 K=

has also- The number of claims in this caiciorymfrom in 2003 10 i
2007. a8

Exbibit 4 shows ihe total doliars FPL paid in property damage claims over the period of 2%
2003 through 2007, During {his time, the company paid eut an averoge | NN :c yer 272
When compared to the number of claims paid sach year in Exhibit 2, the company’s average 23
paynient per proporty damags claim for this period was

e MHart i3 Chuik C.

B

s
aAre

371
2%

R
S5

EXHIBIT 3 Sonree: FPLs Respouse EXHIBIT 4 Sonrce: FPL' Respouse
to PDocuprent Reguest [-3 0 Dazament Requen 1.3

FLORIDA POWER & LIGHT COMPANY 18




Fuahibit 5

e Exhibit 5

EXHIBIT 5 Source: FPL's Response 1o Davinent Request 1-3

the assumption that FPL should provide 100 percent service availability with no interruptions at
all.  Howcver, by its Continuity of Service Tariff, the company points out that it is relieved From
lability for property damiages. The tniff states: “The company shall use reasonable difigence af
1] times to provide continuous service at the agreed normal voltage, end shall not be liable o the
customer for complete or partiaf failure or interuption of service, or for fluctualions in voltage,
resulting from causes beyend its confve) or through the ordinary negligenee of its employees,
servants, er agents.' Also, Acls of Nature are excluded from consideration sinee FPL deems
those cases 1o be beyond the company’s control,

19 FLORIDA POVWER & LICHT COMPANY
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How does a customer file a property damage claim with FPL?

A customer may file @ property damage claim with FPL by 1.8, Mail, e-mail, notifying a
work crew member, or by calling the Customer Care Centor.

The most widely vsed method of notifying FPL of a property damage claim is calling the
Customer Carc Centey and speaking with a representative.

2t

FLORTDA POWER & LIGHT COMPANY
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If FPL accepts liahility for a claim, how dees it reimburse the customer for

“-" damuages?

The form also provides FPL. with a

; statement that the cusiomer acknowledges the claim to be true and that filing a false clam is a
P violation of state Jaw. FPL docs not have the Statement of Claimant form available fo its

£y . .
L customers in Spanish.

FLORIDA POWER & LIGHT COMPANY 22
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i
- Using FPL's database of claims fited framy JTanuary 2003 through Angust 2008, andit stafl
P conducted an analysis of 2 statistically significant, random sample of ¢laim (iles to deterinine if
& the processing and payraent of the claims were completed umiformiy and fairly for both the
7 customer and the company. Audit stalf selected Jiclaimis and analyzed eachh
j' based on four categorics: I
This
1o sample size provides a Y0 percent confidence level with a margin of error of plus or minus 3
" percens,
l,"_} Timeliness
‘® In review of FPL's claims handling timeliness, audit staff compared the goals and
b objectives highlighted in the agents Year-to-date Summary lo the actual results {hat were
‘f“ documenzed in the customer claim file. Agenls wers reviewed on the time intervals for Uke jnitial
:: customer contact, submission of cuslomer payment request, and the completion of the claim
investigation.
LE
i Audit staff observed that of the[lllclaims in the sample, Ilkustomers
3‘: were dogumented to have been contagted within 3 business days.
=

The sample reviewed by staif showed [llfproperty dasmage claims that were
approved for payment. Of these[lflclaims ware documented lo show settiement
The renaiying fowr claims wer

Bl © e customer,

31 yauine ¢laims within
e this sample were closed as “No Action” due to cuslomer action or inaction that included: fuiling
43 to provide the required documentation; not refiurning the agent's calls; or throwing away
3 damaged equipment prior 1o the claim investigation.
A The

denied, or

remaining 30 clims were complese and cither closed as paid,
forwarded to the Legal Depariment for further investigation or pending Htigation,

23 FLORIDA POWER & LTGHT COMPANY
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i
Audit staft inds that FPL docs complete its claims tnvestigations moa timely manner.

Claims are generaily investigited and closed in accordance 1o FPL's goal of being
E om the time the agent receives the claim,

Consistency

Of the
indicated in the notes that a Statement of Claimant form had been mailed to the customer, JJJJi|

custorner’s description and timeframe of the incident, nlong with delafls of any property the
custormer is claiming to have been damaged. The form also provides the company with a signed
acknowledgement that Ihe customer understands that knowingly filing a false claim is a violation
of law, punishable under Florida Stanutes. There were il clnims within the sampling where all
of the required documentation was retirned to the agent and reimbwrsemen! was sent to the
customer. The remaining .ciaims that were eligible for payment, but closed as “no action,”
wore due {o the customer not returning the Statement of Claimant form, not submitting a required
estimate or repair invoice, thyowing away damaged items prior o making the ¢laim, or the
cusiomer eleciing to pursue the clain through homeowner's insurance.

his sample also containgd claims that were denied

payment.

Of the remaining [l claims, fhree were sent to the Legal Department for
further investigation, and [ were withdrawn by the customer duc 1o cither no damage to
report, or their sapphiances wers repaired under separate waranty.

B T ciaims within this sample frequently lacked key information such as when, or

if, a Statement of Claimant form was mailed,
On two

oceasions, the customer detail screen was not filled ont which omits information such as the
claim code, contact information and claim disposition.

FLORIDA POWER & LIGHT COMPANY 24
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Fairuess

Aundit staffs review ef FPL's fairness in claims handling included whether claims were
considered and treated equally, claims decisions were fair and cquitable, sustomer cupment
was fairly valued and depreciated, customers were fairly notified of the elaims decision, and
whicther claimants received falr payment of the claim.

Compliance

Theugh FPL does not bave any property damage claims edvcation materials for
cuslomers, FPL does have materials used lo educate costomers on power ontages and/or power
quality issues.  These muaterials include power backup systems, selacting power protection
equipment, identifying potential power problems, and basic raubleshooting tips if you believe
you may have a power problem in your home. These resources are available to cuslomers in

primed form, in both English and Spanish, as well ag on FPL’s internet web-Site.

25 FLORINA POWER & LIGHT COMFANY
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Fhye - - s oeatern areyale - Ty P i
. What prog AmS arc available throngh P to prevent potential damage to the
pA custonier’s appliniees and equipment?

.‘?, ) FPL f)ﬂ.tfl'ﬁ damage prevention programs ta its customers through its affifiate, FPL
G inergy Services. FPL linergy Services offers a surge protection plan called SurgeShield.
%

5 SurgeShickl proteets the customers in two ways.  First, a heavy-duly surge protector can be
Lo installed on a customer's meter. “This device helps pratect larger appliances, such as the nir
i conditioner, refrigerator, and slove (rom large power surges. This is coupled with smaller surge
& protectors that are plugged into the wall outlet to defend against smaller surges that may ot
o ¢engage the larger device at the meter, but are large enough to effect more sensitive equipment,
o such as a stereo or computer. This program is monitored by FPL and the additional charge is
" inchided on the FPL bill. ) a customer experiences equipment damage while under the
11 ratection of SurgeShield, they may still contact FPL to file a claim.
i3
by
v
fu
- FPL customers also have access to the Power Surge Protection Program which js an
) msuranee policy available through FPL Energy Services, and is underwritien by American
Ve Bankers Insurance Company of Flonda. The Power Surge Protection Program aliows customers
PR 1o purchase coverage it mnounts ranging from 85 per mowth for $2,000 coverage through 525
2 per month for $10,000 coverage. A customer enrolled in this plan can be reimbursed for up to
22 the amount of their purchased covernge in the event of a covered loss. The purchase of the
23 Power Surge Program s an additional coverage option and does not elimitute the custemer from
| recovering additional losses from FPL if the damages are greater than the purchased coverage.
2% For example, if the customer has $3,000 in damage, buf only $2,000 in Power Surge Prolection,
2l they would {irst settle with the insurance plan and then present a Lettar of Settlement to ihe
17 claims department. The customers claim would then be investigated as described above, only the
2% seitled amoum lront the Power Surpe Protection would be deducted from the reimbursable lossos

2t paid by FPL.

30

2y Overall, during the period roviewed, stalf belioves FPL provided ils customers timely,

7 consistent, and fair properly damage claim investigations.

23 From the
344 information gathered, on-sile interviews conducled, and the sample analysis results, stafl
2% developed the following recommendations:

L % FPL should comply with the PSC reporiing requirements for Rule 23-6.019(2),
31 Florida Administrative Code, regarding reporting of property damage exceeding
s $5,000.

2
Ly &
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FiPL does have & policy in place that accounts far FESC reporting requirements. When an
agent receives a claim of $3,000 or more, he or she will fill cut an internal form and send it to
FPL's Tegal Depariment which has respensibility of notifying the FPSC.  While FPL has
submitted claims to the P3C that meet the requirements set forth by Rule 25-6.019(2), it has not
fulfilled the requirements entirely for ali applicable claims.

The company also gunges an agent’s pevformance using e
Agent Year-to-Date Sonumary, These tools together provide a goad basic day-to-day guideling
for a Agent and Manager to follow while investigating claims,

The lack of documentation of key claim information does not allow for accurale recolleetion of
clait details, such as conversations with customers, actions {aken throughout the investigation,

¥PL does not make the Starement of Claimans form available 10 {is customers in Spanish.
Jt was observed by audit staff on at Teast one oceasion where a Spanish interpreler was required
1o speak with the customer, but 2 Enelish form was sont to the cusiomer.

that FPL should supply al! forms that are necessary for customers o complefe 2 property damage
claim in Spanish, and pussibly other languages, 1o agsist its non-Enghish spaaking cuslomers.

Once 2 claim has been filed and FPL accopts Hability, the customer must get
rcpair or reptacement estimintes on the damaged equipment, and submit that paperwork along
with 2 completed Statament of Claiment Torm. FPL cwvently s authorized venders in some
areas that can perform an estimate and complete repairs at no cost to the customer. The vendor
will divectly bill FPL for payment.

n areas where @ vendor is not available, the customer onist arrange o get the esfimale
and repaits and pay the costs upfront to be later reimbursed by FPL. This could present s
hardship for a customer who has sustained a loss, FFL has accepted lability, but the customer
cannot afford to pay first amd swail for reimbursement. Staff believes TPL showld cvaleate is
cutrent policy on customer reimbursement (o include a program to 2ssisl its custemers in the
event zn anthorized vender 15 not available.

27 FLORIDA POWER & LIGHT COMPANY
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