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Exhibit 1 provides 2007 comparable claims statistics for each company. The data shows
the number of customers served, the number of claims filed and paid, the percent of claims paid
and the average amount paid by each company for 2007 customer damage claims.

2007 Claim Statistics
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Sources: Document Requesis 1-3, 2-2
When comparing claim statistics for 2007, [l leads the amount paid, claims filed and

claims paid comparison, which is logical given it has the largest customer base. However, [JJJlf
, follows i} in the total amount of dollars paid in claims.
also has the highest percent of claims paid and the highest avcraie iaid ier claim.

Conversely, PEF’s average paid per claim, and percent of claims paid was @ the four
companies in 2007,

Appendix A also provides a Survey of 2008 Claims Payment Policies for each company.
The survey compares the company’s pay/deny decisions in similar claims situations. As shown
in the survey, [ pays in some situations the other companies do not, and PEF does not pay in
soine situations where other companies do make payment. While the companies are generally
similar in pay/deny decisions - and PEF differences are discussed in grealer detail in sections
4.0 and 5.0 of the report.

1.5 Conclusion |

Overall, during the period reviewed of 2003 through 2008, the utilities paid between 31
and 48 percent of the claims submitted. Staff believes that the utilities conducted timely,
consistent, and fair property damage claim investigations. Staff also identified several key areas
where additional company effort is needed to improve the claims process. Listed below are
staff’s recommendations in these key arcas of property damage claims activity.

[.5.1 Florida Power and Light
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Progress Energy Florig
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EXHIBIT 11

Source: Document Request 1-3

Progress Energy Florida

Percentage Paid

2003 2004 2005 2006 2007

Progress Energy Florida
Property Damage Claims Dollars P,

EXHIBIT 13

Source: Document Request 2-2

EXHIBIT 12

Source: Document Request -3

PEF stated that although there is an
annually budgeted amount for the claims
operation, the company does not base
approval or denial of claims on the
budgeted amounts. If claims exceed
budget, then additional funds for that
particular year are requested. On the other
hand, if surplus dollars remain at the end of
the year, those dollars can be used

elsewhere in the company. PEF’s Claims Manager stated that the goal is to manage the claims
budget so that at the end of the year there would be a zero balance in the budget.
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Exhibit 14 shows the ten most frequent causes, from highest to lowest, for customer

property damage claims filed against PEF in 2007. Of PEF’s current cause codes, these top ten

causes accounted for 90 percent of the total claims filed in 2007. As shown, the greatest number

of customer property damage claims filed were the result of outages (761), followed by open
neutral (637), tréamsactions (312), irregular voltage (289), and feeder operations (260).

Progress Energy Florida
2007 Property Damages by Cause Category: Filed vs Paid
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EXHIBIT 14 : Source: Dacument Request 2-2

4.3 Claims Handling

How does a customer file a property damage claim with PEF?

According to the company, PEF customers may file a property damage claim by
telephone, mail, or the Internet. Most customer property damage claims begin with a telephone
call from the customer. Customers are generally familiar with contacting the company through
the Customer Care Call Center or Business Office for any service-related problem.

Customer property damage claims may also be received from PEF’s Consumer Affairs
department, by e-mail to the claims team, or by a property damage referral from another internal
department identifying a potential customer claim situation requiring investigation. Upon
occasion, claims are also received by the company through an attorney or agent. Generally,
those claims will be negotiated by legal representation or litigated in the court system.

If the property damage claim call comes through the Call Center to a customer service
agent, basic claim details are entered into the Customer Service System (CSS) and a property
damage claim is constructed. CSS then generates a claim in STARS, where an investigator 1s
assigned the claim.

PROGRESS ENERGY FLORIDA 52
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Using PEF’s database of claims filed from January 2003 through August 2008, audit staff

conducped analysis on a statistically significant random sample of claim files to determine if the
processing and payment of the claims were performed uniformiy ard fairly to both the customer
and Fhe company. Audit staff selected 90 claims and analyzed each one to formulate an overall
opmion of the company’s claims process based on four categories: timeliness, consistency,
falrnfass, and compliance with the company’s own established guidelines. This sample size
provides a 90 percent confidence leve] with a margin of error of plus or minus 3 percent.

Timeliness

In review of PEF’s claims handling timeliness, staff considered the company’s Initial
customer contact, providing necessary documents for customer input, investigating the claim,
notifying the customer of the claim decision, handling of “no customer activity” claims, and
closing claims files in a timely manner.

In considering timeliness, staff found that 80 the 90 cla
examined were handled in a timely manner, exceeding

ive claims were delayed when the customer failed to take action, and
they were included within the 80 timely claims.

Ten claims found to be untimely were characterized by claims completion timeframes
between 46 and 247 days. Three of the claims were completed between 37 and 64 days, two
were completed between 77 and 78 days, two were completed in 112 days, and one claim took
247 days to complete. Four of the claims were tree-trimming related, one was due to a failed
transformer, one was reopened three different times before resolving the claim, and one claim
was the result of the company not converting temporary service to permanent service in a timely
Mmanner.

Consistency .

Staff’s review of PEF’s consistency in claims handling included whether the claim
processing effort was generzlly consistent in claims documentation, treatment o_f customer claims
requests, use of the company pay/deny claims matrix, use of depreciation methodology,
notification of the claims decision, and payment of claims.

Staff found that 76 of the 90 claims (84.4 percent) were consistent in PEF’s review,
documentation, treatment, decision-making and payment of claims. The 14 ¢laims (15.6 percent)
found to be inconsistent were characterized by seven denied claims that were paid in other
instances with similar conditions and cause codes, but they were not paid in those instan;es.
Three claims were closed as “inactive” in less than the normal 30 days allowed. Three claz_ms
were insufficient in file documentation to allow staff to determine consistency in claims handling
methodology and treatment. Within the seven denied claims, three involved underground
causes and two were related to “tree timming” causes. Overall, staff’s sample resuits show that
PEEF was generally consistent in handling claims during the period from January 2003 through
August 2008.

Fairness | _
Staff's review of PEF’s faimess in claims handling evaluated whether claims were

considered and treated equally, claims decisions were fair and equitable, customer gquipment
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Progress Energy Florida, Inc.
2007 Top Ten Cause Codes

_E)ulugc

| Open Neutral
Weather

Irregular Voltage

Customer Related Event

Feeder Operations

Transactions

High Voltage

Underground (dig in/failure)

Transformer
Total # Claims

2003 4549

2004 4119 -

2005 3746
2006 | 3asg
2007 3227

TISRGELX
| Total Dollars Paid

2003

2004

2005

2000

2007




Claims By Cause Codes For PEF Claims 2003-2008
No. Description Claims

QOutage

Open Neutral
Weather

Irregular Voitage
Customer Related Event
Feeder QOperations
Transactions

High Voltage
Underground
Transformer

R-O-W Tree Trimming
Single Phasing

Low Voltage

Mobile Meter Reading
Fires
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Top Five Cause Number  Dollars Pending  %Sample Number

Outage $0 28.7%

Open Neutral & 30 25.5%

Weather 30 20.8%

Irregular Voltage 30 13.4%

Customer Related Event $0 11.6%

Total 15626 30 30 H00% S0

Sample % of Total Claims 69.7%

PEF Damage Claim Sample
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PEF Claims Categories by Cause Code 2003-
2008
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PEF Top Ten Claim Causes Made vs. Paid
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Description Claims
Outage
Open Neutral
Weather
irregular Voltage
Customer Related Event
Feeder Operations
Transactions
High Voltage
Underground
Transformer
R-O-W Tree Trimming
Single Phasing
Low Voltage
Mobile Meter Reading
Fires

Paid
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Claims and Claims Amount Paid Annuatly 2003~

Year Claims -

2003 4,505
2004 6,091
2005 3,856
2006 3.313
2007 3,033
2008 2,058

Total
Avg. YT,
Avg./claim

PEF Claims Levels 2003-2008
Through August 2008
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Top Five Claims Categories and Doltars Paid 2003-2008
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#iH# Claimed
4,549
4119
3,746
3,488
3,227

##HE Paid

LA




Outage

Open Neutral
Transactions

Irregular Voltage

Feeder Operations
Weather

Underground

Customer Related Event
High Voltage
Transformer

(AN



Progress Energy Florida
2007 Property Damages by Cause Category: Filed vs Paid
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Progress Energy Florida
Percentage of Property Damage Claims Paid
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Bureau of Performance Analysis
Interview Summary

Company: Progress Energy Florida
Area: Customer Property Damage Claims Interview Number: PEF-IVS2
uditor(s); Fisher/Cryan File Name: Same
Name: Larry Mazer Date of Interview: 10/2/08
Associate General Counsel and Claims Manager Location: St. Petersburg
Telephone Number:

(1) Purpose of Interview: To understand the responsibilities and duties of the Claims Manager in the claims process,

(2) Interview Summary:

Claims team is located within the Legal Department; Larry is the Associate General Counsel and Claims Manager; he reports to Alex
Glenn, Progress Energy Florida General Counsel;

the company; “A" claims are filed against the company, such as customer property damage claims; both functions are handled within
the claims staff, six investigators handle “A” clajms; a secretary handles the checks and accounting for both types of claims, and a

paralegal assists with litigated claims; Larry rarely litigates claims, PEF uses outside attorneys for litigation matters;
¢. The six claims investigators are all licensed investigators with the State of Florida;

budget; the objective is to be at $0 at the end of the year; Larry is measured on how wel] he does against expectations, along with
other qualitative goals pertaining to handling of claims and efficiencies. A monthly report shows where Claims is with the budget;

dWearly on the investigators give the customer the lay of the
land and discuss what the company does and does not pay w/the cust. and that they may want to contact their insurance company; the

primary goals with handling claims investigations is to go over liability first then damages; that is why PEF does not use a claim form
up front to capture customer equipment model, age, etc.; PEF first determines liability; PEF primarily discusses this information over
the phone and may have the customer fax the information to the investigator;

e. PEF requires a signed release in cases where PEF is paying a deductible; a release agreement is also prepared for complex claims on

payment of the same claim they have completed a fraud;

pending state if the customer is delaying the process; pending claims are not included in the claims measurements as an open account;
claims can also be re-opened when the customer decides to pursue the claim up to four years;

£. New claim assignments are by territory; this helps the investigators develop a relationship with the operations centers in their areas;
all investigators are managed based on the workload; one of PEF's goals is to have no single investigator with more than 5% of the
average claim load of the group; this assures no single group is inundated with claims while another has none; two investigators are
located outside Pinellas county; one covers the panhandle and one covers Orlando and the operating areas within Central Florida;

would go to the field.

h. Larry reviews performance with investigators at mid year and end of the year; otherwise Larry would only discuss performance if
the investigator was out of sync with performance; PEF upper management gets a copy of the Workload Completed monthly report;
i, In the event an investigator found a trend in claims due to employees not fellowing procedures the investigator would notify the
General Manager and the G.M, would comumunicate with the work centers that procedures were not being followed; Claims would be
copied on any improvement actions by the field;

j- The primary difference between OH and UG is that UG can’t be inspected like OH; no utility has periodic testing of UG service
lines 1o homes; the key is timeliness and accuracy: because of the inability to find an open neutral; PEF believes that it is not a
guarantor; the company is looking for whether it failed to maintain. inspect, or install incorrectly; the company has to find culpability
on the company’s part to pay a claim; any time there is culpability on PEF the company pays; if there is no culpability on PEF, it does
not pay the ¢laim; PEF has based its policy on input from standards people and have determined their policy to be the best for the
company and customer,

k. PEF’s decision for replacement or repair looks at the likely costs o repair vs. actual cash value, and determines whether to use a

the evaluation if needed; this decision may prove less for the customer and get the equipment repair sooner, which assists the

a. Larry has been with the company 18 yrs. and is a licensed attorney in N.C. and Fla. w/25 yrs. experience in claims in Progress
Energy Carolina and Florida; Larry has been in Florida 3 years; he was attomey for ciaims group for 14 years in the Carolinas; the

b. “B” claims are claims filed by the company against others, such as contractors, vendors, and outside interests negatively impacting

; the primary need to track dollars for claims is to return budget dollars; Claims Manager trends doilars for annual dollar estimated

case-by-case basis, not by dollar claim amount; the check also acts as a release mechanism; PEF checks tells the customer they want
2 speak to the insurance company when they are requested to pay the customer deductible; this allows PEF to confirm whether the
insurance company is paying the deductible in their settlement; if the customer goes to both the insurance company and PEF for

f. If PEF experiences delays in the claims process it will not close the claim if the ball is in PEF’s court, but will place the ¢laim in

investigators handle claims both from their desk and from the field,; for accidents or claims that are questionable, the investigator

locdl repair shop or a vendor should be sent out have an cvaluation done; the company will pay to have a vendor go out and complete

istomer; there is no preset value of determination, but anything less is in the ratepayer interest; PEF uses a variety of sources to reach
depreciable amount, but would never go 1o zero, and may offer a goodwill gesture in those cases,
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(3) Conclusions:

a. The six claims investigators are all licensed investigators with the State of Floﬁda;m

b. “A" claims are filed against the company and “B” claims are claims filed &y the company against others;
c. The primary need 1o track dollars for claims is to return budget dollars; Claims Manager trends dollars for annual dollar estimated
udget; the objective is to be at $0 at the end of the year.

early on the investigators give the customer the lay of the
land and discuss what the company does and does not pay w/the cust. and that they may want to contact their insurance company.
e. In the event an investigator found a trend in claims due to employees not following procedures the investigator would notify the
General Manager and the G.M. would communicate with the work centers that procedures were not being followed; Claims would be
copied on any improvement actions by the field.
f. PEF first determines liability; PEF primarily discusses this information over the phone and may have the customer fax the
information to the investigator;
g. 1f PEF experiences delays in the claims process it will not close the claim if the ball is in PEF’s court, but will place the claim in
pending state if the customer is delaying the process; pending ¢laims are not included in the claims measurements as an open account;
claims can also be re-opened when the customer decides to pursue the claim up to four years;
h. The primary difference between OH and UG is that UG can’t be inspected like OH; no utility has periodic testing of UG service
lines to homes; the key is timeliness and accuracy; because of the inability to find an open neutral; PEF believes that it is not a
guaranter; the company is looking for whether it failed to maintain, inspect, or install incorrectly; the company has to find culpability
on the company's part to pay a claim; any time there is culpability on PEF the company pays; if there is no culpability on PEF, it does
not pay the claim; PEF has based its policy on input from standards people and have determined their policy to be the best for the
company and customer.
i. PEF’s decision for replacement or repair looks at the likely costs to repair vs, actual cash value, and determines whether to use a
local repair shop or a vendor should be sent out have an evaluation done; the company will pay to have a vendor go out and complete
the evaluation if needed; this decision may prove less for the customer and get the equipment repair sooner, which assists the
customer; there is no preset value of determination, but anything less is in the ratepayer interest; PEF uses a variety of sources to reach
depreciable amount, but would never go to zero

{4) Date Request(s) Generated:
No.
No.
No.

NONE

{5) Follow-up Required:
NONE

Project Manager
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Bureau of Performance Analysis
Interview Summary

Company: Progress Energy Florida
Area: Customer Property Damage Claims Interview Number: PEF-IVS3
uditor(s): Fisher/Cryan File Name: Same
~Name: Mary Shelton Date of Interview: 10/2/08
Title: Clatms Agent/Investigator Location: St. Petersburg
Telephone Number:

(1) Purposc of luterview: To understand the responsibilities and duties of the Claims Investigator/Agent in the claims process.

(2} Interview Summary:
a. Has been w/co. 17 yrs.; reports to Larry Mazer and has no direst reports to her; prior to joining the claims group she handled
Commission complaints for PEF, has been in Claims since October 2003, received her license in December 2005;

b. Responsible for receiving, investigating, and resolving property damage claims; claims > $5,000 are reviewed w/Larry to make sure
everything is covered; work is assigned by work center through STARS; her area is Jamestown, Seven Springs, Zephyr Hills, and
helps cover other areas if work load requires assistance throughout the state; in investigating claims she looks to what id the driving
force in the claim if the claim is non-electrical; claims investigators get input from the field and rely on their input to help analyze the
conditions causing the claim; upon occasion, if necessary they may have equipment evaluated by outside engineers to evaluate the
cause of failure of equipment; '

' ] ] edback on
their performance through the monthly performance report done by Larry, also have mid year and end of year reviews; are not
measured on percent of claims denied or paid, and are not measured on reductions in claims levels for the year; training consists of
different types of company training and licensing continuing education; for instance learn about use of company equipment from work
center safety training re: bucket trucks, etc.; Crawford also provides adjuster training seminars that are useful in keeping accreditation
{every two years 24 credits) and licensing requirements current;

d. On cases w/injuries she would provide Larry a report; ea. Agent | responsible for preparing a report that goes to Larry for approval
based on what the payout is expected to be as well as the FPSC reporting requirement for claims > $5,000;
e. Use reporting information from the Customer Service System CSS regarding the account address and any outstanding balances;
STROMS is the claims system that claims documentation resides in; WBS is the system used to research work orders, FDROP is the
systemn used to check on feeder operations within the areas a claim is filed, OMS is the system used to find out whether any outages
ere experienced in the area the claim was reported; primarily the Claims Team receives customer damage claims form Customer
Lare,
f. After completing investigation, the customer is called to give them the results; if the customer is not able to be reached, the
investigator will leave a callback number where they can be reached; if the customer is not in agreement with the results and wants to
escalate the claim, the Claims Committee is a second level of appeal at PEF to review the investigation, results, and facts of the case
to determine whether the customer has a logical appeal to the decision; the Committee may be able to call the customer the same day,
or may need further investigation; if additional investigation is needed the customer is called and informed of the decision; if the
customer is not happy with the decision of the Committee their decision may be appealed to the Claims Manager as a second level of
appeal. After that level of appeal the next recourse is usually litigation of the customer chooses to continue to appeal; If the claim is a
payable claim, the investigator prepares a check request and spreadsheet inventory goes with the check including the depreciation
schedule; PEF uses web claims pages such as “How Old Is My Appliance?” to find the age of the customer equipment once they have
a model number; on-line resources help w/replacement values, equipment life, and age for depreciation; Orion is also used for
computers, TVs, stereos, and playstations;
g. Investigators are required to investigate more thoroughly open neutrals and underground ¢laims;

“Thumper” to isolate damaged cable and “The Beast” 1o test the cable under voltage load; the devices can assist in determining
whether fence posts, tree roots, or damage cause by other parties can be the source of the UG cable problem;

h. ITa splice fails after a long period { 10-12 years) PEF may not pay since the splice is considered a permanent repair; it may be
considered an unknown failure unless the company can find some culpability due to workmanship, materials, or something the
company failed to do that could have caused to failure;

{3) Conclusions: .
a, Claims investigators get input from the field and rely on their input to help analyze the conditions causing the claim; upon occasion,
if necessary they may have cquipment evaluated by outside engineers to evaluate the cause of failure of equipment;

b. Use reporting information from the Customer Service System CSS regarding the account address and any outstanding balances;
STROMS is the claims system that claims documentation resides in; WBS is the system used to research work orders, FDROP is the
sstem used to check on feeder operations within the areas a claim is filed, OMS is the system used to find out whether any outages
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were experienced in the area the claim was reported;

. undergrovad isclation and repairs, PEF uses “Thumper™ to isolate damaged cable and “The Beast” to test the cable under
oltage load; the devices can assist in determining whether fence posts, tree roots, or damage cause by other parties can be the source
f the UG cable problem;

¢. If a splice fails after a long period (10-12 years) PEF may not pay since the splice is considered a permanent repair; it may be
considered an unknown failure unless the company can find some capability due to workmanship, materials, or something the
company failed to do that could have caused to failure;

{4) Date Request(s) Generated:
No.
No.
No.

NONE

(5} Follow-up Required:
NONE

Project Manager
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Bureau of Performance Analysis
Interview Summary

Company: Progress Energy Florida
Area: Customer Property Damage Claims Interview Number: PEF-IVS4
aditor(s): Fisher/Cryan File Name: Same
Name: Keith Bentley Date of Interview: 10/2/08
Title: Sr. Claims Investigator Location: St. Petersburg
Telephane Number:

(1) Purpose of Interview: To understand the responsibilities and duties of the Senior Claims Investigator in the claims process.

(2) Interview Summary:

a. Keith has been with the company 10 yrs.; before his time w/PEF he was an insurance agent; has been in the Claims dept. about 5
yrs. and was a claims investigator 21/2-3 yrs. and a Senior Investigator for a couple of yrs.; reports to Larry Mazer; part of the Senior
Investigator position is serving on the Claims Review Committee, which consists of the three senior claims investigators, and acts as a
first level review panel for customer claims that appeal a claims decision; Senior Investigators also assist in taking witness statements
and gather data ( take measurements, take possession of evidence, tag evidence for investigation, do fire investigations); more
experienced investigators assist and help newer investigators in these instances; He covers the St. Pete, Inverness, Winter Garden;
Wildwood and Lake Wales work centers are locations for other twa Sr. Investigators;

b. His goals are the same as other investigators, w/addition of tratning assignments; he will set up training sessions and make them
available to Florida and Carolina investigators as well; goals are reviewed twice annually as part of the PEP personal development mid
yr. and end of yr.

c. The investigator works with the operations centers and field personnel to learn about different equipment at safety meetings and
other operations meetings; Must fulfill 24 hrs. credit over 2 yrs. for licensing requirements; also have regular meetings with the Fla.
Investigators to discuss topivs us @ group;

d. The claim is first received by Claims Investigaters in STARS; CSS provides customer service files with, customer contact
information on the aceount, the systern address of the feeder that serves the customer, a history of trouble information related to the
customer account, and work tickets generated to resolve any service problems; the OMS system provides detai! information on system
events, such as outages, that have occurred and may have impacted the customer’s service; investigators can use information from op
cenier on feeders in the field; SDROP is used to identify when feeder operations occur; Investigators rely on information provided
from the ops centers, engineering stds. people, as weil as sharing “golden nuggets” between agents to help the group be more aware of

secial items; ,

- The cust. Is notified of the investigation results by phone contact, and in some cases by letter, if they are waiting on the customer to
provide information, will inform customer that information is needed to move forward w/claim; CSS provides customer contact
information numbers if needed; if the customer is not happy with the claims decision, two levels of appeal exist, one is the Claims
Committee and the second level is the Claims Manager; Claims payments cannot be credited to the customer’s bill; in some cases a

two-party check may be issued to ensure payment of 2 vendor is made by the customer; g

f. Serior investigators handle the more complex claims, which may have a “long release™ form as part of the documented claims
package: '

(3) Conclusions:
a. part of the Senior Investigator position is serving an the Clatms Review Committee, which consists of the three senior claims
investigators, and acts as a first level review panel for customer claims that appeal a claims decision; Senior Investigators also assist in
taking witness statements and gather data ( take measurements, take possession of evidence, tag evidence for investigation, do fire
mvestigations); more experienced investigators assist and help newer investigators in these instances;
b. goals are the same as other investigators, w/addition of training assignments; he will set up training sessions and make them
available to Florida and Carolina investigators as well; goals are reviewed twice annually as part of the PEP personal development mid
yr. and end of yr. | Must fulfill 24 hrs. credit over 2 yrs. for licensing requirements; also have regular meetings with the Fla.
Investigators to discuss topics as a group;
c. The claim is first received by Claims Investigators in STARS; CSS provides customer service files with, customer contact
mformation on the account, the system address of the feeder that serves the customer, a history of trouble information related to the
customer account, and work tickets generated to resolve any service problems; the OMS systern provides detail information on system
evems, such as cutages, that have occurred and may have impacted the customer’s service; investigators can use information from op
center on feeders in the field; SDROP is used to identify when feeder operations occur; Investigators rely on information provided
from the ops centers, engineering stds. people, as well as sharing “golden nuggets™ between agents 1o help the group be more aware of
el items;
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| 4. The cust. Is notified of the investigation results by phone contact, and in some cases by letter, if they are waiting on the customer to

provide information, will inform customer that information is needed to move forward wiclaim; CSS provides customer contact
information numbers if needed; if the customer is not happy with the claims decision, two levels of appeal exist, one is the Claims
Cornmittee and the second level is the Claims Manager; Claims payments cannot be credited to the customer’s bill: in some cases a
two-party check may be issued to ensure payment of a vendor is made by the customcr;—

“ . Senior investigators handle the more complex claims, which may have a “long release™ form as part of the documented claims

package;
£ : —
]

{4) Date Request(s) Generated:
No.

No.

No.

NONE

{3) Follow-up Required:
NONE

Project Manager
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Bureau of Perfermance Anatysis
Interview Summary

Company: Progress Energy Florida
Areg: Customer Property Damage Claims Interview Number: PEF-IVS5
uditor(s): Fisher/Cryan File Name: Same
N_ame: Rudi Mast Date of Interview: 10/3/08
Title: Surge Programs Location: St. Petersburg
Telephone Number: -

{ I). Purpose of Interview: To understand the company’s role in providing surge protection devices 1o its customers and how the
claims process for these devices works,

{2) Interview Summary:

a. Rud: Masj h_as worked for the company for 35 years; has been in both regulated and non-regulated marketing; started as a linemnan

and movc_d up in the line department, into energy conservation, product development, commercial major accour;ts manager {CIG), has

been n district management has been an account specialist; has been in non-regulated for about 10 years; the non-regulated porn'c’m of

PEF is making org. changes; he will report to the Director of Lighting in Raleigh be&ping November 1, 2008.

—

b. Rudi is currently in the Market and Energy Services department and has approx. cople reporting to him; @ sales people,
custqmer dispatch, customier sales, and a contractor network used for instaliation, repair and removal of product; Market and Energy
Services department also provides the non-regulated home wiring services; this group supports both Florida and the Carolina
Qperations; the department 1s responsible for handling e-billing, customer billing payment options, bill inserts and marketing for e-
b111;- Have been in the home wiring service for 10 yrs. and use the same contractor network for surge protection to handle home wiring
services; contractors are licensed and bonded, and must go through PEF Customer Service Training to adhere to PEF policies,
guidelines, and procedures; Only master electricians are sent out to the customer location;

¢. PEF provides class-B meter-based arresters and UL listed plug-in suppressors to provide two levels of customer surge protection;
plug-in suppressars carry the manufacturer warranty and are backed up by an insurance policy; any claims for suppressors are paid out
of a non-regulated claim fund if the contractor does not cover the customer deductible; (R EJAMEEEERAER.. For 2 total ~

d. The meter-based product is strong and beefy and operates in milliseconds; the meter-based service is warranted fora s long as the
custorner has the service, and PEF will replace if any problem with the service; does not make cust. Wait until unit is repaired or re-
stocked, imumediately brings new unit and replaces the old unit; basic troubleshooting is to have customer see if the light on the unit is
lit; f not a failure has occurred and the unit is replaced w/in 24 hrs; Class A plug-ins are warranted for ten years (customer owns); if
'istomet has a problem, PEF replaces the customer plug-ins and works with mfgr. for replacement;

(3) Conclusions:

a. the non-regulated portion of PEF is making org. changes; he will report to the Director of Lighting in Raleigh beginning November
1, 2008

b. Rudi is currently in the Market and Energy Services department and has approx.f. people reporting to him;’ sales people,
customer dispatch, customer sales, and 2 contractor network used for installation, repair and removal of product; Market and Energy
Services department also provides the non-regulated home wiring services; this group supports both Florida and the Carolina
Operations; the department is responsible for handling e-billing, customer billing payment options, bill inserts and marketing for e-
bill; Have been in the home wiring service for 10 yrs. and use the same contractor network for surge protection to handle home wiring
services; contractors are licensed and bonded, and must go through PEF Customer Service Training to adhere to PEF policies,
guidelines, and procedures; Only master electricians are sent out to the customer location;

c. PEF provides class-B meter-based arresters and UL [isted plug-in suppressors to provide two levels of customer surge protection;
plug-in suppressors carry the manufacturer warranty and are backed up by an insurance policy; any claims for suppressors are paid out
of a non-regulated claim fund if the contractor does not cover the customer deductible; )

b meter-based product is strong and beefy and operates in mulliseconds; the meter-based service is warranted for a s long
as the customer has the service, and PEF will replace if any problem with the service; does not make cust. Wait until unit is repaired
or re-stocked, immediately brings new unit and replaces the old unit; basic troubleshooting 1s to have customer see if the light on the
unit is Iit; if not a failure has occurred and the unit is replaced w/in 24 hrs.; Class A plug-ins are warranted for ten years (customer
owns}; if customer has a problem, PEF replaces the customer plug-ins and works with mfer. for replacement;

d. reporting of monthly KPI {Key Performance Indicators) to Customer & Market Services - Raleigh, where the department head is
responsible for both regulated and non-regulated businesses; claims handled through manufacturers and PEF will back-up if needed;

|
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Bureau of Performance Analysis ]
Interview Summary

’ Company: Progress Energy Florida
- Area: Customer Property Damage Claims Interview Number: PEF-1VS6
uditor(s): Fisher/Cryan File Name: Same
Name: Raymond Phillips Date of Interview: 10/3/08
LTitle: Internal Audit Manager Location: St. Petersburg
Telephone Number:

(1) Purpose of Interview: To understand the role of Internal Audit in auditing the ¢laims process and associated controls and to
understand why PEF has not conducted an internal audit of this area in over five years,
(2) Interview Summary:
a. Raymond has over 30 years with the company and has an accounting background; has audited his entire career with PEF; has been
involved in operational audits of field offices, and most recently he is involved in the nuclear auditing of the uprates and the new units;
Last Jan *07, became Audit Manager for Florida Delivery type audits; Mid *08 audit focus on Construction Auditing became miore
pivotal; Raymond is a CIA and reports to Bob Bazemore, Vice President; '
b. Excluding Project Assurance PEF plans one yr. ahead in its audit horizon: PEF does risk-based auditing, not cycle-based auditing;
.)f the audit plan is not risk-based; SOX auditing represents about W of the total plan; the new SOX plans allow more risk-
based evaluating; part of thc. non risk-ranked auditing is in trading, where a look at loss trading, data mining, and look at outliers
as a means of reviewing those areas; in environmental safety IA does more cycle type auditing;
¢. In developing the audit plan, receive input from the VPs of different business units and potential risk issues are clarified; the highest
risk issues are formally ranked as the top audit candidates; five factors are reviewed, and three are common inherent risks to all, 1)
recent major changes, 2) reliability and customer service image 3) 777; the risks are ranked into the highest risk priorities and balanced
against resources to complete the audits 1o complete the final plan; Damage Claims has not come up; several ways damage claims may
pop-up are through networking w/management, SOX process requires auditing of litigated cases, or through benchmark reviews:;
Timing of last audit is a cornponent of risk evaluation, but has not raised the risk level high enough to warrant audit: the SOX reviews
provided added insight into the function and its areas of risk and help satisfy management that the level of risk is small compared to
other business areas;
(3) Conclusions:
2 Excluding Project Assurance PEF plans one yr. ahead in its audit horizon PEF does risk-based auditing, not cycle-based auditir?g;
_fthc audit plan is not risk-based; SOX auditing represents about“ of the total plan; the new SOX.p]ans allow more I‘lfSk-
1sed evaluating; part of the. non risk-ranked auditing is in trading, where 2 look at loss trading, data mining, and look at outliers
8 a means of reviewing those areas; in environmental safety [A does more cycle type auditing; . _ .
b. In develeping the audit plan, receive input from the VPs of different business units and potential risk issues are clarified; the_ highest
risk issues are formally ranked as the top audit candidates; the risks are ranked into the highest risk priorzt:fss and balanced against
resources to complete the audits to complete the final plan; Damage Claims has not come up; the SOX reviews provadgd added insight
into the function and its areas of risk and help satisfy management that the level of rigk is small compared to other business areas;
C.
{4) Date Request(s) Generated:
No. __
No. __
No.
NONE

{5} Follow-up Required:
NONE

Project Manager
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Bureau of Performance Analysis
Interview Summary

Company: Progress Energy Florida —
Area: Customer Property Damage Claims Interview Number: PEF-IVS7
uditor(s): Fisher/Cryan File Name: Same
N:amc: La.rry Mazer Date of Interview: 10/3/08
Title: Claims Manager re: Legal-Litigated Claims Location: St. Petersburg
Telephone Number;

(5)_ Purpose of Interview: To understand the role of the Legal-Litigated Claims function and understand how it handles litigated
claims and claims greater than $5,000 in compliance with Commission Rules 25-6.019 and 25-6.0345,

(2) Interview Summary:

a. Litigated cases take longer in Fla. Than N.C. due to the courts System; average would be about 3 years or longer; litigated cases are
not re-opened like property damage claims, but can be appealed, which takes longer to resolve; in cases where litigation is experienced
the release is much more detailed and check greater than 5,000 would go through Treasury for a check and require higher approvals;
the check is returned to the attomey for payment:

b. Litigated cases are often served by an attorney or registered agent; the registered agent sends two copies to claims; the lawyer
determines the nature of the Jaw suit and the paralegal calendars the case: a response, if needed, is mailed out and the case would be
referred to the outside attorneys to defend the company;

¢. Goals and Objectives are only based on the budget for litigated claims; staying within the budget is successfully meeting the goal;
budgeted armounts are regularly revised based on anticipated settlement amounts; The budget is for one calendar year and the goal is
measured year by year; the goal is also to always work toward the expectation of the budget; at the end of the year the target is to be at
30; A monthly Litigated Claims repart is maintained and presented to executive management to follow the status of putstanding cases
and any revisions as those occur; the claims budget is used to pay for all claims; quarterly, estimates of probable and estimated
amounts required for contingent lability are reported to accounting by the Claims Manager.

e. In reporting claims greater than $5,000 having to do with the electrical system, the claims adjuster evaluates the claim as
representing >$5,000 and it is sent to the Claims Associate, who prepares a check and Larry must see FPSC report before it goes to
Tony; Clatms manager has a personal approval amount of $3,000;
f. During the last five years PEF changes in handling litigated claims were primarily that it combined the Claims Manager and the
Torts Lawyer responsibilities including property and hitigated claims;

One improvement arca might be in balancing legal resources based on case loads and types of cases handled; Larry 1s looking at
-alancing work load and cases with outside attys and fees against internal costs; also considering decentralization vs. centralization of
resources, case [gads, etc. and in-house vs. outside;

(3} Conclusions; :
a. In cases where litigation is experienced the release is much more detailed and check greater than $5,000 would go through Treasury
for a check and require higher approvals; the check is returned to the attorney for payment;
b. Litigated cases are often served by and attorney or registered agent; the registered agent sends two copies to claims; the lawyer
determines the nature of the law suit and the paralegal calendars the case; a response, if needed, is mailed out and the case would be
referred to the outside attorneys 1o defend the company,
¢. Goals and Objectives are only based on the budget for litigated claims; staying within the budget is successfully meeting the goal;
budgeted amounts are regularly revised based en anticipated settlement amounts;
d. In reporting claims greater than $5,000 having to do with the electrical system, the claims adjuster evaluates the claim as
representing >§5,000 and i 15 sent to the Claims Associate, who prepares a check and Larry must see FPSC report before it goes to
Tony; Clayms manager has a personal approval amount of $5,000;
e. During the last five years PEF changes in handling litigated claims were primarily that it combined the Claims Manager and the
Torts Lawyer responsibilities including property and litigated claims;
(4) Date Request(s) Generated:
No.
No.
Na.

NONE

(5) Follow-up Required:
NONE

Isroject Manager
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. Bureau of P jrmance Analysis
Document Summary and Gontrol Log

YWorkload Control #: PA-08-08-003

File Name: [\BPA\Reports\Damage Claims\Documants\PEF DR-1 Log.doc

Company: Progress Energy Flornida
Area: Customer Damage Claims
Auditor(s): Fisher/Cryan

Document DR-1.1:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

CONFIDENTIAL
Exhibit 2 and 21

Document Title and Purpose of Review: Please provide a copy of the company policies and procedures relating to customer
property damage claims,

Summary of Contents: Exhibit #1 Job Descriptions: Job Content Questionnaires are provided for the Associate Claims
Investigator, Claims Investigator, Sr. Claims Investigator and Lead Claims Investigatio positions were provided. Each shows Job
Purpose, Major Job Duties, Major Leadership or Supervision, Nature of Job, Task Complexity, Discretion and Judgement, Working
Conditions, Background, Job Related Experience, and Other Job-Related Skills for the job title. Exhibit #2

used equipment is worth; this information is used by auctioneers, appraisers, collectors, pawn brokers, and investigators to eliminate
the guesswork about current and fair market value for products and equipment. Exhibit #4 Title page ClaimsPages.com provides
current insurance news as well as other tools such as Claims Resources and Tools, forms, databases, and a depreciation calculator;
the calculator computes the depreciated value of an itern, given the item’s age and replacement value; formula used is ACV=RCV.-
(DPR*RCV*Age); ACV is Actual Cash Value (depreciated value), RCV= Replacement Cash Value (Cost to Purchase Now), DPR=
Depreciation Rate (% per year); Exhibit #5 Depreciation Guide provides a 14 page listing of major appliances, with their annual
depreciation% and useful years; in some cases th instruction is to use a % od replacement costs or full replacement cost; Exhibit #6
PSC Damage Notification Form is the form the company uses to report applicable damage claims > $5k to the FPSC; Exhibit #7
Request For an Investigation Card (given by field personnel to customers) shows an example of the card field personnel provide
ta customers when they meet a customer experiencing an event where possible damage claims would be filed, or the customer asks
the field rep how to reach a claims agent.
Conclusions: PEF has different levels of claims investigators personnel responsible for increasing complexity of claims and duties.
Supervisory responsibilities are only part of the Lead Claim Investigator.
Data Request(s) Generated:

No. Description:

No. Description:
Follow-up Required: Document depreciation methodology used by company for determining claims value

Document DR-1.2:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

CONFIDENTIAL
Exhibit 8 and 10

Document Title and Purpose of Review: Please provide a copy of the company’s current customer property damage claim goals,
objectives, and key performance measurements.

Summary of Contents: Exhibit #8 2008 to date Claims Investigation Performance Measures; 2008 to date Workload
Financial Forecast Data d

Exhibit 9 Investigator Insurance Licenses was provided to show that all adjusters have state licenses as adjustersfor all lines:
Exhibit #10 Investigator Performance & Development Plan (Redacted

is added; Exhibit 10 Investigator Performance and Development Plan (Redacted) provides a copy of the Performance

A
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skills for the position; Employee Deve o ment Planning is also an activity documented with specific actions tobe _'n

Conclusions:

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document DR-1.3:
Date Requested:
Date Received:
Comments: (i.e., Confidential)

CONFIDENTIAL

Document Title and Purpose of Review:

Summary of Contents: a. Please provide a listing of all customer preperty damage claims alleged to be caused by electric
power outages, voltage drops, surges or spikes, and related causes filed against the company for the period January 2003 through
2008 to date. The listing should include: Date filed, Name and address of complainant, Actual or alleged cause of complaint,
Amount claimed, Amount Paid, Date closed, Annual summary of amounts claimed and paid for each year b. Please identify all
customer property claims identified in question 3a that were in excess of $5000.00.

Conclusions: Exhibit 11 Customer Property Damage Claims for 2003-2008 to dat

addresses a valuation ol the customer’s claim after it has accepted liability. In all those instances when liability is denied no claim
valuation is prepared. Progress Energy does not elicit this information from the customer because it establishes an expectation that
he will be compensated. It is standard insurance industry practice to address liability before addressing damages. Progress Energy’s
STARS data base does not have a dedicaied ficld for a customer’s estimate of ioss; Exhibit #12 Annual Dollar Value of Claims
Paid 2003-2008 lists claims by Report Date, Complainant Name, Claim Number, Address, Cause of Complaint, Amount paid, and
Close Date; Each day has the total dollars paid amount for the day; Total Claims by year and Total Dollars Paid by year are

summarized annually. Exhibit #13 PSC Audit Report for 2003-2008 claims >5k, provides a listing of PEF claims paid in excess
of $5,000 for the period 2003-2003;ﬂ
Data Request(s} Generated:

No. Description:

No. Description:

Follow-up Required:

Deocument DR-1.4;

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Document Title and Purpose of Review: Please provide a listing of company damage claim codes, and company policy for
payment for each code.

Summary of Contents: Exhibit #14- Codes provided for Claimant/payee, Full and Final Settlement, Transaction Type, Caps.
Hist.orical Cov., Paid Code, Class Code, Type of Injury (Fatality, Injury,Property), Financial Code (employee, substation, regional
operations, power plants), product or service, regulated and non-regulated, coverage (general liability and Auto liability), Agent
cede, Litigation code (Claim, demand, informal hearing, petition, in suit, settlement, trial), Major Coverage (general liability, bodily
injury, property damage) and by company (Prgress Energy Florida) ; Exhibit # 2 Claims Payment Scenarios -

Conclusions: STARS provides many different codes to allow claims management to review and analyze both current and historical
claims information.

Data Request(s) Generated:

No. Description:
No. Description:

Follow-up Required:

Document DR-1.5:

Date Requested:

Date Recejved:

Conunents: (i.e., Confidential)

Document Title and Purpose of Review: Please comiplete the attached survey of claims payment policies. If the form does not
allow enough space needed for comment, please attach a sheet to your response. In the columns labeled “Yes™” and “No,” please
indicate if your company’s policy is to pay such a damage ¢laim or not.

Summary of Coutents: Exhibit #15 - Response to Survey of 2008




CONE.  WNTIAL
Exhibit 13

Data Reuest(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document DR-1.6:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

CONFIDENTIAL
Exhibit 16

Document Title and Purpose of Review: Please provide a flow chart detailing the progression and timeframe of a customers
property damage claim through its conclusion, Include any points in the process where the customer is notified of the progress,
and/or recetves updates as to the claims status,

Summary of Contents: Exhibit #16 Claims Flow Chart- PEF provided a four page foldout flowchart showing Day 1 through day
30 flow of events and decisions regarding the claims process; Shows Day one as when the investigatoer opens the claimn and begins
documentation; shows day two as when the customer is contacted by the investigator!

shows investigator activities during investigation, communication between
departments, determination of liability, denial/acceptance of liability, request of customer documentation of damages, the adjustment
process and issuing check process; also shows denial process and the appeal process through Claims Committee or Claims manager
if the customer is not satisfied and process that concludes with customer satisfied or unsatisfied;

Conclusions: The flowchart gives direction of key process actjvities and events, but does not fully explain how to perform those
activities or direct the employee to specific departments for assistance; the flowchart does not provide detailed information, but
instead a step by step flow of the process; employees may need more detailed information in formal procedures;

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Docuimeant DR-1.7:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Document Titte and Purpose of Review: Please identify all methods available to the customer for filing a property damage claim.

Summary of Contents: Property damage claims may be filed by phone, mail or via the internet;

Conclusions: no additional statements as to how customer reaches claims dept. by internet, etc.

Data Requesi(s} Generated:
Na. Deseription:
No. Description:

Follow-up Required:

Document DR-1.8:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Document Title and Purpose of Review: a. Please provide a copy of any form that is required to be completed by the customer

when filing a property damage claim. b. Please provide a copy of any forms identified in question 8a that are available to customers
in languages other than English.

Summary of Contents: a.} No form is required by progress Energy. Investigators communicate with customers by phone, personal
visits, e-mail or fax. b.) N/A

Conclusions: PEF does not use a form to have customers report their damaged equipment; instead the company gathers information
through phone, fax or internet;

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document DR-1.9;
Date Requested:

Document Title and Purpose of Review: Please provide the annual number, and percentage, of claims that required litigation to
provide resolution to customer property damage claims for each year from January 2003 through 2008 to date,

2
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Comme ¢ (i.e,, Confidential)

CONFIDENTIAL
Exhibit 17.18,19

CuinLLal y UL U LEIL, AL LIS LT TIC CLORIESS CURIRY 1S NUgAUGEWITATErS [elated 10 Power Quality 1ssue County,
Circuit or Appellate Courts and 0 ma. . in Small Claims court regardless of the year the matter was initiated; T.  .ngle largest
category of power quality litigated are subrogation claims brougly by insurance companies that have paid customers for their
damages; Progress Energy estimates that it litigates, on average,for less claims per year in county or Circuit Court; Matters likely
extend beyond one year; the date of filing has been used for statistical purposes; Since litigated claims are not always identified in
Exhibit 11, they are listed below both as to open and closed litigated matters for the time period requested; Exhibit #17 — provides
summary of closed litigated cases regarding power quality during the period 2003-2008 ; Exhibit #17 Closed Power Quality
Litigated Matters 2003 to Present shows cases the claim numbers, case summary and status of the case; Exhibif #18 Open
Power Quality Litipated Matters 2003-Present show' xases litigated during 2003-2008 and the status of the claims; Exhibit
#19 Annual Number of Liquidated Claims provides the annual number of litigated claims, number of paid claims annually, and
percent of claims requiring litigation; For the period PEF paid 22,856 claims; 4505 (‘03), 6091 (*04), 3856 (*05), 3313 (*06), 3033
(*07), and 2058 through August ‘08

Conclusions: Total claims paid for the period was 22,856 claims; 4505 (‘03), 6091 (*G4), 3856 (*05), 3313 (*06), 3033 (*07), and
20358 through August '08

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document DR-1.1¢:

Date Requested:

Date Received:

Comunients: (i.e., Confidential)

Document Title and Purpose of Review: Please provide a copy of all audits completed, or expected to be completed, on the
customer property damage claims process for the years 2003 through 2008.

Summary of Contents: NO SUCH AUDITS HAVE BEEN UNDERTAKEN

Conclusions: NO SUCH AUDITS HAVE BEEN UNDERTAKEN; See PEF interview IVS-6 explaining Internal Audit planning
process and SOX audit reviews which give company confidence that claims is a low risk audit area;

Data Request(s) Generated:
Na. Description:
No. Description:

Follow-up Required:

Document DR-1.11:

Date Requested:

Date Received:

Comments: (i.e., Confidential)

Document Title and Purpose of Review: a. Please provide a copy of all property damage claims education materials made
available to customers from January 2006 through 2008 to date. b. Please provide a copy of all materials listed in question 11a that
are available to customers in languages other than English.

Summary of Contents: PROGRESS ENERGY HAS NO SUCH MATERIALS

Conclusions: PEF docs not provide educational miaterials to customers regarding the claims process; However, the cornpany
expiains the process once an investigator has been assigned the claims file;

Data Request(s) Generated:
No. Description:

~ No. Description:

Follow-up Required:

Document DR-1.12;

Date Requested:

Date Received:

Conunents: (i.e.. Confidential)

Document Title and Purpose of Review: Please provide an actual, or transcript copy of all public service announcements, or
advertisements relating to customer property damage claims from January 2006 through 2008 to date.

Summary of Contents: NO PUBLIC SERVICE ANNOQUNCEMENTS REGARDING CUSTOMER PROPERTY DAMAGES
HAVE BEEN MADE.

Conclusions:

Data Request(s) Generated:
Ne. Description:
No. Description:

Follow-up Required:




Bureau 0I P’ rmance Anatysis
Document Summary and Control Log

Company: _ Progress Enerey Florida Waorkload Control #: _ PA-08-08-003
Area: ___Customer Damage Claims File Name: L:\BPA\Reports\Damage Claims\Documams\PEF DR-2 Log.doc
Auditor(s): Fisher/Cryan

Document #: DR-2.1
Date Requested:

Document Titie and Purpose of Review: Please provide the most current organizational chart far the Legal Services Department,
including the Claims Management organization.

Date Received:
Conmunents: {i.e., Confidential)

CONFIDENTIAL

Summary of Contents: Organizational chart as of 10/14/08 shows General Counsel ‘s organization, including four Assoc. Gen.
Counsel II-Legal and Regulatory Affairs-FL Team reporting to General Counsel; Claims organization is under Assoc. Geneﬁ
s ST.

Counsel [I-Legal Lawence F. Mazer and CLAIMS-PEF TEAM includes Claims {nvestigators (§, Sr. Claims Investigators
Legal Secretary @, and Associate Claims Specialists-Legal

Conclusions: Total of 11 in Claims Team members that report through Associate General Counse! and Claims Manager;

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document #: DR-2.2
Date Requested:
Date Received.

Document Title and Purpose of Review: Please provide a disk of damage claim listings during 2003-2008 to-date by cause code,
with a summary of annual total claims made, total claims paid, and the dotlars paid for each of the following cause codes: Outage,
QOpen Neutral, Weather, Irregular Voltage, and Customner Related Event.

Comments: (i.e., Confidential)

Summary of Contents: Disk provided with claims by cause code, w/summary of annuaj total claims made, paid, and dollars paid
for top five cause codes (Qutage, Open Neutral, Weather, Irregular Voltage, and Customer Related Event);

CONFIDENTIAL

Conclusions:

Data Request{s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document #: DR-2.3
Date Requested:

Document Title and Purpose of Review: Provide copies of the Monthly Claims Report for the last two years, providing total
complaints monthly, number of claims, doliar amount patd for claims, and the top ten categories of claims reported to management.

Date Received:
Comments: (i.e., Confidential)

Summary of Contents: Provide copies of the Monthly Clatms Report for 2007 and 2008, providing total complaints monthly,
number of claims, dollar amount paid for claims, and the top ten categories of claims reported to management.

CONFIDENTIAL

Conciusions: Monthly Claims reports track the results for claims paid, not paid, dollars paid, types of claims and claims level

handled by Claims Investigator, and top ten claims causes are documented for 2007 and 2008; STARS report of monthly total for
2007-2008 are also provided,

Data Request{s) Generaied:
No. Description:
No. Description:

Follow-up Required:

Document #: DR-2.4
Date Requested:

Document Title and Purpose of Review: Please provide a more detailed description of the deftailed cause codes listed in PEF’s
STARS “A” claims listing provided in DR-{ giving specific detail as to the type of claim included within the cause code.

Date Received:
Comntents: (i.e., Confidential)

Summary of Contents: Additiona! explanation is provided for 12 cause types;

Coneclusions: None

L.
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No. Description:
No. Description:

Follow-up Required:

Document #: DR-2.5

Date Requested:

Date Received:

Comments: (i.e., Confidential)

CONFIDENTIAL

Document Title and Purpose of Review: a. Please describe the criteria PEF uses to determine whether a damage claim estimated
to be greater than 35,000 is reported to the FPSC in compliance with Rule 25-6.019. b. Piease explain why PEF did not repoit to the

FPSC any reports of damage claims over $5,000 during 2003-2005 and only one report in 2006. c. Please explain why PEF reported
only three damage claims > $5,000 during 2007 and has reported none in 2008.

Summary of Contents: A property damage claim is reported within 30 days to the FPSC when it meets the following criteria: 1)a
malfunction oor accident occurs; 2) in connection with any part of the elecuical systemy; 3) damages property of others; and 4) the
amount of damages exceeds $3,000; Criteria | does not include normal expected operations of the electrical system such as feeder
operations; Criteria (2} does not include automobile accidents, or events indirectly related to the electrical system such as damage to
property causéd by trucks or personne! in the course of repairs or installations (tuts, cement damage, damaged fences, rxcavation
damages).. Criteria 3) above daes not include any claims involving personal injuries nor the costs for appraisals, expert opinions etc.
obtained by PEF or the customer related to adjustment of the claim but niot repair any property; Criteria (4) requires damages that are
verifiable and adjusted for actual cash value. PEF does not verify or adjust damages for customers unless it first accepts liability for
damages of a third party; b. PEF did not have well articulated reporting criteria and controls in place during 2003-2005; PEF has put
in place the following controls to ensure compliance including;: (1) re-training of Claims Investigarors, 192) Requiring all claims in
excess of $5,000 be approved by a second signature of the Claims Manager or a Senior Investigator (3) tha Claims Associate has
been wained to flag ail payment requests in excess of $5,000 to ensure compliance (4) Investigator goals for 2009 will include 100%
compliance with this requirement; Retroactive reports for 2006 and 2007 are being submitted to Tony Valazquez; ¢. In 2007PEF
inadvertently failed to notify FPSC of 4 claims meeting the criteria of Rule 25-6.019; All four occurred in the first half of the year
before PEF began to inore rigorousty comply with this Rule; One claim resulted from one event but multiple checks were written

and the investigator did not realize the payments exceeded 35,000; One claim resulted from a set of facts involving the liability od a
third party; in 2008 PEF has been in full compliance;

Conclusions: PEF has established better controls to report claims in excess of $5,000 and has retroactively reported 2006 and 2007;

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document #: DR-2.6

Date Requested:

Date Received:

Comments: (i.e., Confidential)

CONFIDENTIAL

Document Title and Purpose of Review: a. Please provide a list of all claims greater than $100,000 during the period 2003-2008.

b. Please provide a detailed description of the primary cause for each claim greater than $100,000, whether it was a property damage
claim or personal injury claim, and the outcome of the case (i.e., appealed, settled, currently in lit

igation),
ummary of Contents: PEF had,claims reater than $100,000 during the priod 2003-2008Haim T w—
was pending an betwcelb

Conclusions:

Data Request(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document #: DR-2.7

Date Requested:

Date Received:

Comments: (j.e., Confidential)

| CONFIDENTIAL

Docunient Title and Purpose of Review:

Summary of Contents: Please provide copies of the standard release (on the back of the check) and a PEF release contract used to
settle large damage claims,

Conclusions: Exhibit #5 - Standard release (long form) document provided;

Data Request(s) Generated:

No. Description:

"1



No. Description:

Follow-up Required:

Docunient #: DR-2.8

Date Requested:

Date Received:

Comments: (i.e., Confidential)

CONFIDENTIAL

Document Title and Purpose of Review: a. Please describe PEF’s policy on handling custamer damage claims associated with
underground facilities. b. Please provide PEF’s policy for routine inspections of underground plant facilities, and a copy of its plan,
as required in Rule 25-6.036, Inspection of Plant,
Summary of Confents:

. b. PEF provided reference to its DSSOP or Distribution System Storm Operational
jop program:
Conclusions:

Data Requesi(s) Generated:

No. Description:
No. Description:

Follew-up Required;

Document #: DR-2.9

Date Requested:

Date Received:

Comments: (i.e., Confidential)

CONFIDENTIAL

Document Title and Purpose of Review: 9. a. Please describe the step-by-step calculation and methodology PEF uses for 1
depreciating custorer equipment in the damage claims process, including any website URLs used, not previously provided in DR-1.
b. Please provide an example of the calculation described above using a damaged three year ofd customer refrigerator, a customer
equipment purchase valne of 31,000 and depreciation values used by PEF in the example. c. Assuming that PEF finds it has liability
for the customer claim, what would the settlement price offered by PEF be for the example in 9b?

Summary of Contents: a. (1) Customer provides descriptive information regarding the damaged item includin, brand name, model
number, serial number, approximate age, size, and features; {2) PEF's Investigator will research the depreciated value of the item if
it is included within data bases and the vaiue therein will be the depriciated value; (3) If not within an existing data base, PEF’s
Investigator will seek out the current cost of a similar like kind and quality itern; (4) the current or replacement cost (RCV) will be
depreciaied using depreciation schedules customarily used to identify the annual depreciation rate(DPR) for consumer goods; PEF
Investigators often use the depreciation calculator contained in ClaimsPages.com; {5) the formula to determine actual cash value
{ACV or depreciated value) is as follows: RCV x DPR x age= Depreciation; RCV — Depreciation = ACV; b. Assuming base item
was new and cost 1,000, the calculation would be: $1,000 x .07 x 3 = $210, $1,000 - $210 = $790 (round up to $800); Assuming
PEF had liability the depreciated settlement figure offerecg
Conclusions:

Data Request(s) Generated:
No. Description:
No. Description:
Foliow-up Required:

Document #: DR-2.10

Date Requested:

Date Received:

Comments: {i.e.. Confidential)

Document Title and Purpose of Review: Please provide a tiered [isting of primary and secondary insurance claims coverage
levels, including self insurance, additional levels of excess coverage, insurance providers, and dollar limits for each level of
coverage.

Summary of Contents:

ey

s: PEF has sufficient insurance coverage for claims up to $250 million

Conclusion

CONFIDENTIAL Data Request(s) Generated:
i No. Description:
l No. Description: J




FOii(—JW-up Required: .

Document #: DR-2.11

Date Requested:

Date Received:

Comments: (i.e., Confidential)

CONFIDENTIAL

Document Title and Purpose of Review: a. Please provide the Internal Audit Department Process Summary for vamage Claims.
b. Please provide the Internal Audit Risk Assessment of Controls for Damage Claims. <. Please provide the Internal Audit summary
of SOX sampling and results completed to-date for Damage Claims.

Summary of Contents: PEF’s Audit Service Department (ASD} provided a response to staff’s request for additonal documantation
for SOX testing and process review completed for the Claims function that identified levels of risk associated with Clairmns and what
ASD would need to cause an audit of Claims; ASD noted that “substantial change in the risk profile” could cause an audit to be
required; no such change has occurred and Claims remains a low risk profile; ASD also provided a description of its annual audit
plan and risk prioritization {21 pages)

Conclusions: Until PEF’s Claims organization experiences change that seriously increases its risk profile, Claims will remain as a
low risk andit prospect;

Data Request(s) Generated:

No. Description:
No. Description:

Follow-up Required:

Document #: DR-2.12

Date Requested:

Date Received:

Comments: (i.e., Confidential)

CONFIDENTIAL

Document Title and Purpose of Review: Please provide the written summaries of claims, discussed with staff during field
interviews, associated with the Tampa Tribune articles related to PEF's repayment for power damage.

Summary of Contents; i

Data Rq uest(s) Generated:
No. Description:
No. Description:

Follow-up Required:

Document #: DR-2.13

Date Requested:

Date Received:

Comments: (i.e., Confidential)

CONFIDENTIAL

Document Title and Purpose of Review: a.




Conclusions: ™

Data Request(s) Generated:
No, Description:
No. Description:
Follow-up Required:

Division of Regulatory Compliance
Bureau of Performance Analysis
ibriaudit forms\3field\document summary and control log.doc
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ALEX SINK
Chief Financial Officer
State of Florida
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License Number- A059665
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TOM GALLAGHER
Chief Financial Gificer
State of Florida

| License Number E161445
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‘ogress 1ergy Florida Inc.

C Audit Report for 2003 - 2008 claims >5K
‘ARS

ate Filed Name of Complainant Claim Number Address Cause of Complaint Amount Paid Closs Date
port Date: 2003

/6/2003 03 -4477 e am $/4/2003
/14/2003 03 -4417 4 10/20/2003
11312003 03 6419 L ) 21512004
12012003 2 03 -0373 <k 4/3/2003
11472003 03 -4653 9/5/2003
12712003 03 -2758 10/16/2003
127/2003 03 0817 2/20/2003
126/2003 03 -4984 8/27/2003

Total By Report Date: 8 Claims
111,955.67

<

o

€1 LIgIHXd

STARS

19

Friday, August 29, 2008

1:45.37PM



sgress knergy Florida Inc.

> Audit Report for 2003 - 2008 claims >5K

\RS

te Filed Name of Camplainant Claim Number Address Cause of Complaint Amount Paid Close Date
ort Date: 2004

'20/2004 04 -7300 10/27/2004
5/2004 URREREE 04 -3551 2/9/2005
02004 o 04 7557 11/9/2004
12004 g 04 -5452 9/21/2004
12004 oINS 045172 12/9/2004
'8/2004 05 -1026 3/22/2005
212004 04 -7703 3/8/2005
Y2004 04 -5307 10/27/2004
5/2004 04 -1028 3/16/2004
12004 04 -5453 10/3/2005
6/2004 04 -1948 5/6/2004
2/2004 04 -3475 7/13/2004
0/2004 04 -0800 3/29/2004
1/2004 04 -0892 5/3/2004
27/2004 04 -8381 5/20/2005
4/2004 04 -4668 12/9/2004
2/2004 04 -1274 8/11/2004
16/2004 04 -8672 1/13/2005

Total By Report Date;

18 Claims

§77,602,99

yTARS

Friday, August 29, 2008

1:4AR-37PA



dgress r.aergy Florida Inc,

> Audit Report for 2003 - 2008 claims >5K

ARS
te Filed Name of Complainant Claim Number Address Cause of Complaint Amount Paid Close Date
ort Date: 2005
5/2005 05 -1256 e o 9/6/2005
)
12005 05 -3066 ., 11/28/2005
/2005 05 -0868 L X o I 3/1/2005
0/2005 05 -0713 - 3/16/2005
9/2005 05 -0863 4/15/2005
2/2005 05 -0756 4/18/2005
/2005 05 -4698 5/17/2006
12005 05.1173 4/5/2005
19/2005 05 -6597 3/13/2006
5/2005 05 -0792 2/18/2005

Total By Report Ddte:.

10 Claims

88,429.08

>TARS

S\

Friday, August 28, 2008

1-45°37PM



)gress knergy Florida Inc.

: Audit Report for 2003 - 2008 claims >5K

RS

s Eiled Name of Complainant Claim Number Addrasgs Cause of Complaint Amount Paid Close Dats
wt Date: 2006

Y2008 L 06 -4412 8/16/2008
/2008 058 -3171 6/26/2006
3/2006 06 -2989 6/19/2006
2006 06 -0051 e v N 1/17/2006
32008 06 -3110 - 6/20/2006
%2006 06 -0734 2/21/2006
2006 06 -1211 4/26/2006
312008 06 -3244 6/27/2008
342006 06 -3213 S 6/30/20G8
2006 08 -3445 S 711072008

Total By Report Date:

10 Claims

110,119.43

TARS

-

Friday, August 23, 2008

1:45:37PM



ogress knergy Florida Inc.

S Audit Report for 2003 - 2008 claims >5K
ARS

ita Filed Name of Complainant Claim Number Address Cause of Complaint Amount Paid Close Date

ort Date: 2007

28/2007 07 -4412 10/3/2007
1172007 Q7 -1936 5/31/2007
23/2007 07 -1195 4/5/2007
32007 07 -0568 2/19/2007
t1/2007 07 -2439 6/27/2007
312007 07 -1922 6/26/2007
2007 07 -0028 - 1/8/2007
13/2007 07 -3022 10/24/2007
312007 07 -003% 1/4/2007
Total By Report Date: 9 Claims
113,749.44
>TARS

Friday, August 29, 2008
1:45:37PM



ogress energy Florida Inc.

> Audit Report for 2003 - 2008 claims >5K
\RS

te Filed Name of Complainant Claim Number

Address

Cause of Compiaint Amount Paid Close Date
ort Date: 2008
12008 R 08 -0552 L SO 2(13/2008
Total By Report Pate: 1 Claims
12,686.32

STARS

-

Friday, August 29, 2008
1.45:37FPM



cgress kanergy Florida Inc.

> Audit Report for 2003 - 2008 claims >5K
\RS

i Filed Name of Complainant Claim Number Address Cause of Complaint Amount Paid Close Date
d Totals: 56 Claims
>TARS

Friday, August 29, 2008
1:45:37PM
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http://progressnet/csc-manuals/Florida/My_Customer/WorkRequest/claimscustomer.htm 9/5/2008
<o 72



http://progressnet/csc-manuals/F lorida/My_Customer/WorkRequest/claimscustomer.htm

9/5/2008
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http://progressnet/csc-manuals/F lorida/My _Customer/WorkRequest/claimscustomer. htm 9/5/2008
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