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1.0 Executive Summary

1.1 Objectives

At the request of the Florida Public Service Commission’s (FPSC) Division of Service,
Safety and Consumer Assistance, the Division of Regulatory Compliance conducted a review of
Gulf Power Company’s (Gulf) quality control processes for its distribution construction projects.
The objective of the review was to document and assess how Gulf monitors and evaluates its
distribution construction project quality control and safety inspection.

The primary objectives of this review were to determine whether:

Adequate operating policies and procedures are in place to limit the risks associated
with constructing distribution facilities that are not in compliance;’

Adequate monitoring of the electric distribution construction processes exists to
verify compliance.

1.2 Scope

FPSC audit staff’s review examines Gulf’s current policies, procedures, practices, and
operational controls for monitoring its electric distribution construction processes to ensure
compliance. The review involved gaining an understanding of Gulf’s quality control and safety
inspection procedures for its own personnel and contractors and evaluating the effectiveness and
adherence to such procedures.

The sections of FPSC audit staff’s review are focused on the following:
Company goals and objectives
Company practices and procedures

Company controls and monitoring

Within these areas, FPSC audit staff evaluated the company’s practices for both its own
construction personnel and its contractors.

1.3 Methodology

FPSC audit staff prepared its review based upon an analysis of Gulf's responses to
document requests, on-site interviews, and telephone conversations with key personnel. Specific

' Unless otherwise specified, the use of “compliance” throughout this review means that the distribution facilities are
constructed in accordance with all applicable requirements, federal, state, local regulations, National Electric Safety
Code (NESC), and other industry standards.
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information reviewed included Gulf's organizational charts, position descriptions and
responsibilities, distribution construction quality assurance (QA) policies and procedures,
distribution construction QA-related documents, distribution bulletins, internal/external audit
reports, contracts, training programs and manuals, design specifications and standards, National
Electric Safety Code (NESC), and other industry standards.

1.4 Background and Perspective

Pursuant to Section 366.04(6), F.S., the FPSC has exclusive jurisdiction over prescribing
and enforcing safety standards for distribution and transmission facilities of Florida’s public
electric utilities, including municipal and cooperative utilities. FPSC Rule 25-6.0345(2), F.A.C.,
requires that each electric investor-owned utility, municipal utility, and electric cooperative file
with the FPSC a listing of each completed construction work order completed by the company
each quarter.

The FPSC’s Bureau of Safety periodically selects a sample of these work orders for an
on-site inspection of the completed work. FPSC engineers inspect these distribution facilities
and verify that they are constructed in accordance with all applicable requirements, federal, state,
and local regulations, NESC, and other industry standards. If a variance is identified by the
safety inspectors, the FPSC will notify the utility for corrective action. A follow-up inspection
may be conducted to ensure compliance.

Gulf uses a combination of its own personnel and outside contractors to perform and
complete its distribution construction projects. From August 2007 through August 2008, the
company estimates that it completed 5,800 distribution construction projects: 3,525 (61 percent)
were performed by Gulf personnel and 2,275 (39 percent) by contractors. In terms of
construction man hours, Gulf states that its crews perform approximately 59 percent of the total
work while its contractors perform approximately 41 percent of the total work.

Gulf’s distribution construction QA program primarily includes a Distribution System
Work Order (DSO) Process Audit to monitor completed work orders for compliance with all
applicable engineering and construction requirements. Gulf’s DSO Process Audit is conducted
two times per year. For each audit, Gulf selects a statistically valid sample of qualifying DSOs
consisting of at least one DSO per local office area within each district. Gulf engineers review
the completed DSOs, which are outside of their respective areas, and perform on-site inspections
using a standard checklist. ~The checklist includes both engineering and construction
components.

While the majority of its distribution construction projects are completed by company
personnel, Gulf places great emphasis on monitoring and oversight of its contractors. Gulf
evaluates distribution construction QA for its contractors through the use of its Contract Services
Construction Coordinators (CSCCs).

The company’s current distribution construction QA monitoring and oversight of
construction work performed by Gulf personnel is encompassed within the normal management
activities of the Planning and Construction Team Leaders, Construction Supervisors, and others

EXECUTIVE SUMMARY 2




responsible for distribution construction. Gulf places emphasis on its experienced and
knowledgeable personnel through Gulf's specialized training and certification programs to
ensure that all of its employees that design or construct its distribution construction facilities
have the proficiency to do so within compliance.

1.5 Overall Opinion

The data analyzed by FPSC audit staff shows that Gulf has a well-defined QA process for
distribution construction performed by its contractors and Gulf’s own personnel. Audit staff,
however, has identified some areas for improvement based on its review:

Gulf’s Contractor Oversight

Gulf’s procedures should require retention of field review results necessary to:>

¢ Monitor the number and frequency upon which each CSCC inspects distribution
construction projects;

¢ Verify the accuracy of the project completion performance evaluation summaries
for distribution construction projects;

® CSCCs and Contract Services supervisory personnel should adhere to all of Gulf’s
performance evaluation summary completion procedures. Specifically, a number of
the performance evaluation summaries are signed by the preparer, but the job title,
location, and date are not shown on the form.

Gulf’s Personnel Oversight

¢ Gulf should use independent personnel for real-time monitoring and documenting of
distribution construction projects.

DSO Process Audits

¢ Gulf should include a formal process to document deficiency correction dates and
follow-up inspection dates.

¢ Gulf should have a ranking system for deficiencies.

? FPSC audit staff notes Contract Services has drafted the Gulf Power Company Power Delivery Contract Services
Process which addresses all of the process details such as the data retention requirements of the field notes,
observations, and performance evaluation summary forms. This draft process was presented to all Contract Services
employees at the departmental meeting in August 2009. Audit staff also encourages Gulf to consider having the
data input into a database (similar to how the DSO Process Audit data is inputted) for tracking purposes.
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