Quality Inspection Variances

Audit staff examined the number of quality inspections completed by the CCRs for the
period August 2007 through August 2008. For this period, FP&L reported that 10,566
distribution construction projects were completed by contractors and completed 2,110 quality
inspections on these projects. EXHIBIT 5 details the numbers of variances identified by CCRs
during the quality inspections performed during this period.
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As this Exhibit shows, the company identified 247 (12 percent) construction deficiencies
during the 2,110 quality inspections performed in the period. When a deficiency is observed, the
company rates these variances into five categories, ranging from minor exception to serious
concern. Of these 247 deficiencies, 144 (58 percent) were categorized as minor exceptions, but
10 (4 percent) were categorized by the company as having a “serious system integrity safety
concern.” The majority of these most serious deficiencies were located within the Treasure
Coast and Toledo Blade service areas. The root cause of inspection variances should be a
priority for the company. This trend may emphasize the need for the company to more closely
monitor these areas and re-assess its processes and internal controls. The results of such efforts
should enable the company to establish and implement corrective actions which will help
prevent, or at least mitigate, deficiencies in these areas in the future.
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