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2 

) P R 0 C E E D I N G S 

4 (Hearing reconvened at 8:3 5 a.m.) 

5 HR . STONE: CommiGsioners, be f ore we start 

6 with the first wi tness , I wanted to let you know that 

7 a s we c losed yesterday we wer e indicating that Hr . 

8 Jordan had some changes to hi s t e stimo ny . We gave 

9 those to the court reporte r in the form of a record 

10 copy, but just so everyone is aware o f what t~e ch~nges 

11 are, I have handed out on the dais a one-page listing 

12 of a ll the changes, plus a revised Exhibit 1 39, whi c h 

1) the c hanges between the old exh ibi t and t~e new exhibit 

14 are also listed on the list of changes. That ' s just 

15 mainly so everyone is informed of what we did. 

16 CHAIRMAN WILSON: All right. 

17 HR. STONE: Also, as we were closing the day 

18 yesterday there was some disc uss ior. with Comm1s r. ioner 

19 Gunte r about an exhibit tha t he had requested. 

20 believe i t was 598. 

21 COMMI <;SIONER GUNTER: Yep . 

22 HR. STONE: We have worked diligently to try 

2) a nd get that prepared for Hr . Conner returned to the 

24 stand; however, because some of the infor~ation require 

25 other department s to contribute, and becbuse of the 

FLORIDA PUBLIC SERVICE COMMI SSION 
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1 distances invol ved in trying t o qct this in ! orm~tion, 

2 we, quite frank ly, have not been able t o complete the 

3 exhibit at this time. 

4 COMMi SS IONER GUNTER: I ca n take 559 a~d 1 

5 can do what I need to do from 559. 

6 MR. STONE: We appreciate that. P.nd ...,e will 

7 continu~ to work and get it comp l e ted a~ soon as 

8 possible. 

9 

l'l 

COMMISSIONER GUNTER: All righ t. 

COMMISSIONER BEARD: That exhib it wasn't on 

1 1 the purported theft of the hand truc k, wa s it? 

12 

l 3 

MR . STONE: No, Ei r. 

The first witness o! the morn1ng is Mr. 

14 Conner, who has previouslr been sworn . 

15 ERNEST C. CONN ER, JR. 

16 having been previously duly sworn as a witness o n 

1 7 behal! of Gulf Power Company, was ca lled as a rebuttal 

18 witness and testified as !o llows: 

19 DIRECT EXAMINATI ON 

20 BY MR . STONE : 

2 l Q Mr. Conner, you have previously testlfied 1n 

22 these proc eedings, and you have also pref il ed r ebuttal 

23 testimony, is that correct ? 

24 

25 

A 

Q 

That's correct . 

Do you have any cha~ges or correction s t o 

FLORIDA PUBLI C SERVICE COM.Ml SS i o:; 
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1 your pref i led rebuttal testimony? 

2 A Yes, I do. On Page 6, Line l J, c hange t he 

J number in line -- excuse me, Line 1 ), at the beginning 

4 of the li n e , c hange the number "6" to r ead "S." 

5 

6 

7 

8 

COMMISSIONER GUNTER: To read wha t? 

WITNESS CONNER: 5 . 

COMMI SSIONER GUNTER: 5. 

WI TNESS CONNER: Seco nd c o rrec t1on 1s o n Page 

9 l J, Line 13, at the beginning o f the l ine , change t he 

10 year "1949" t ~ read "19 47." 

11 Q (By Hr . Stone) Do you have any other c hange s 

1 2 to your testimo ny ? 

13 A I d o n o t have any changes ~o my rebuttal 

14 testimony. I do have one c~rrection that I woul d like 

15 to make from my direct cross examination. 

Okay. 1(, 

17 

18 

Q 

A I'm not sure of the process f o r thi s, but on 

Page 16 4 2 o f the transcr i pt , Lines 4 thro uqt. 7 , .... as 

19 asked to s tate whether t he square f ootage o f the 

20 e conomic development room was inc l uded in the corpora t e 

21 office on my Exhibit ECC-1, and 1 s t ~ted that 

22 belie ved it was in t he common area. I t was i nd eed 

2J included in the economic development square f ootage. 

2 4 Q With the changes you've n o t ej, i f I we re t o 

25 ask you the ques tio ns contained in your rebuttal 

F~RIDA PUBLI C S ERVI CE COMM ISSION 
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testimony, would your responses be the same ? 

2 They would. 

J ~R. STONE: We ask that his rebuttal 

4 testimony be inserted i nto the r ecord as though read. 

5 CHAIRMAN WILSON: Witho ut objection, his 

6 prefiled rebuttal testimony will be inacrtcd into the 

7 record as though read. 

8 (Exhibit N~s. 147 through 151 previously 

9 c tipulated into the record . ) 

10 

l1 

12 

1) 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2J 

2 4 

25 

fLORIDA PUBLI C SERVICE COKM ISS i r N 



2 

) 

~ 

J 

6 Q. 

7 A. 

8 

9 

1 0 

1 l 

12 Q. 

I J A 

] .; 

15 Q. 

16 

I ., A. 

I 8 

19 

]0 

- 1 

.!2 

2) 

24 

J5 

j .... ~f 

GULf POWER COMPAN Y 

Be fore the florida Public ~erv ice Commission 
Rebuttal Testimony of 
Ernest C. Co~ner, J r. 

In Support of Rate Relit! 
Docket No. 891) 45-EI 

Date of Filing: May 21, 1990 

Please state your naae, address and occupat i on. 

Hy name is Ernest C. Cannel , J r ., and my businesc 

address is 500 Bayfront Parkway, Pensacola, Florida 

32501. I am Manager of General Serv ices of Gul f Power 

Compa ny . 

Have you previously testified before th i s Commission? 

Yes. I submttted di rect testimony in th i s docke t. 

Have you prepared un exhibit toat contains i nfo rma tion 

to vbicb you will refer i n yo~ testimony? 

Yes . Sc~edule 1 lS an i ndex to the s ubsequent 

schedules t o whtch 1 wtll refer. Each schedul~ of 

thts exhtbit was pre~ared under my supervtsion dnd 

dt r ection. 

Counsel: We ask that Mr. Conne r' s Exhtblt, 
( ECC-2), comprtsed o f 4 Schedule s , 
be rr.a rkod for 1dentt !icat1on as 
Exh ib its JL/1 through 

I 51 
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Wbat are your areas of respo nsibility within Oult Power 

compa.ny? 

I have responsib i lity for providing budgeting, 

planning, design, construction, operations, 

ma1ntenance, a nd administrative support to all co~pany 

Division bu ildings and the Corporate Offi r.e. 

Wbat is the purpoae ot your rebuttal teatiaony in this 

proceeding? 

The purpose o t my testimony is t o rebut t he d i rect 

testimony of Hr. Larkin and Hr . Schultz and to provide 

additional information rel ating to the Corporate 

Headquarters pro ject, thf' Graceville and Bon ifay 

build i ngs, and land held for future use at Ba yfront 

Pa r kway , Pace Boul evard, and Panama Ci t y . 

ta Mr . Larkin'• teatimony on the Bonifay and 

Graceville ottioea valid in asserting that Mr. Conner 

can not otter any pe~sonal insi7ht into thia 

construction b coauae o t t he fact that he waa not an 

employee of the Company at the time these buildi ng s 

were constructed? 

No , Mr . Larkin 's assertion is not valid. It fails to 

recogn ize that I have been an employee of the Compdny 

sinc e shortly after t hec e buildings wo r e occupied 
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eight years ago. Additionally, Hr. Larki n does not 

acknowledge the ta c t that I have held various 

positions of increasing responsibility in my eight 

years of employment all of which provided technical 

construction, operations, and maintenance support to 

all customer facilities including Bon i fay and 

Gracevi lle. Finally, Hr. Larkin's assertion fails to 

recognize my 21 years of work and educ ational 

experience in the areas of arch i tecture and building 

construction. Included in this experience are f our 

years of undergraduate work in Arch itectu re and 

Build i ng Construction at Auburn University, nine years 

of practical work experience in private secto r Genera l 

Contracting and Construction Management prior to 

employment with Gu lf Power, and during eight years of 

employment with t he Company, three years ot serving as 

an adjunct instructor for the Construc tion 

Administration c lass in the Buildlng Construction 

program at the University of West Florida in 

Pensacola , Florida. Also while working at Gulf, my 

experience has included complet ing a Master' s Degree 

in Management and as a requirement f or this deg ree, 

authoring ~ n extens ive research paper on the benefits 

t o the OWner in administering various approa c hes to 

project de~ign and construction management. Thi s 
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diversified blend of educ ational and work experienc e 

quality me to present testimony on the Bonifay 

and Graceville offices both from the perspec tive 

ot t h e Company a nd from t he industry a s a 

whole. 

Ia xr. Larkin'• teatimony on the Bonifay and 

Graceville of!ioea valid in aa•ertinq that H.r. 

conner•• te•tiaony n • •• doe• not olter any additional 

i n toraation which tbe Comaia•ion dieS not bave 

available to it when it oriqinally ~ade thi• 

cU•allowanoe ••• "? 

No, Hr . Lark i n' s as&ertion is no t valid. Hy testimony 

highlights several areas of additional informa tion 

whi c h the Conmission did not have available to it when 

it ma de the adjustment i n the 1984 rate case. In 

the 1984 rate case, Gulf Power did not pref ile direc t, 

or rebuttal testimony on the cost of th~ Bon i fay and 

Graceville offi~es. It was during the rate case 

hearings that quest ions were raised relating to the 

•per s quare t oot cost" of these office buildings. 

Dur ing cross examination, the Company was also a s kb ' 

to sur>ply the Commission with industry average " per 

square foot cost" figures to compare with the 

Company's a c tual figures o n tho Bonifay and Graceville 
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offices. The Comp~ny answered the Commi ssion with 

construction cost data from the Means survey s ho wing 

the avetage cost for office buildings sized from 

20,000 square ! o et to 100,000 square feet to be 567 . 00 

per square toot. I n its testimo ny before the 

Commission , the Company cl ar ified this data by 

indicating that the Survey res u l t s di d not include 

commercial office buildings of less than 20 , 000 

square teet. In this rate c ase, the Company is 

esserting that, in making its final decision, the 

Commission drew the wrong concl u s i on from the Me a ns 

Survey construction cost data. The final order i n the 

1984 rate c ase stated that " ... we shall disal low ail 

construction costs in excess of $67.00 per square 

foot, which is a cost supported by the Means S~rvey 

provided by the Company". Cost information whi c h 

projects average costs for office bu ildings with the 

economies of scale of up t o 100,000 square feet ici not 

appropriate for projecting a reasonable cost ! or a 

small 1,582 square foot bui l ding. Use of t he Me a ns 

Survey data provided in th j s manner is no t appropriate 

and resu l ted in an unjustified reduction of allowable 

plant in serv ice. 

The p~oper te s t f ot reasonableness of cost i s an 

analysis o f the bid methodology and r esults whi c h 
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ul~imatel y f orme d th~ basis for the cos~s of ~he 

project. Informc tion on the prospective letting of 

bids for these buildings appeared in construction 

industry trade publications, assuring notifi c ati o n of 

all interested contractors . Gulf Power obta ined 

sealed competitive bids from six qualified general 

contractors on a combLted bid pa c ka yo f o r th .l Boni fa y. 

Gr~ceville, and Chipley facilities. This number ot 

9 bidders represents a sufficient numbe r to ensu re that 

10 good competition was achieve d in obtaining bids on the 

1: project . 

12 The successful cont rac t o r' s bid was approximate lt 
s 

1J ~percent below that of t he next l o west bidder 

14 i nd icating an opportuni~y f or Gulf Po wer tc receive 

IS the full advant age of the low contractor's uniquely 

16 competitive bid. Additionally, the range o f bids fro m 

1 7 low to high bidder indicated that the low contractor' s 

18 bid apparently did not represent an erro r o n the 

19 bidder's part. ~uch an erro r c ould result in a 

20 potential ~ontract default due to f1nancial problems 

2 1 u n the part of the low bidder. All things c o nsidered, 

22 my analysi s o t the bids rec~ived leads me to the 

2) conc lus ion that constructi o n ot ~hese buildings 

24 resul ted from a well managed bid process. This 

25 p r oce&s generate d o hignly c ompetitive bidding 
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env 1ronmen t thereby ens u ring Gulf Power the best price 

tor the three buildings in the bid pa c kage. 

The design of the buildings represents a 

reasonable level of quality condtruction to reflec t 

the Company 's commitme nt to long term customer 

service Recognizing that unlike some unregu l ated 

industr 1es which may build f o r the shor t term in 

antic i p~ t ion of sel l ing the i r faci lities , Gulf Power 

is oblig ated and prepared to suppnrt its customers 

wi th r e l i a ble serv i ce t o r many years t o come f r om 

facili t i es which will c o ntinue t o support effec tive 

cus tome - service. The Bon ifay and Graceville 

buildings, albeit smal l in size, are large in terms o r 

ou r continued commitment to these c ommunities and ou: 

customers. 

D l ~ the paokaqinq of the bi~a t o r Bonifay, Grac evi lle , 

an~ Chipley aa one bid have t he effe ct of inc reaa i nq 

the pric e o f the buil4 inqa by r eatrictinq t he number 

o t oon traotora ~vailLble to bi~7 

No . The pac kaging of the bids t o r small build ings 

together in lieu of r equiring that they be bid 

separat ely has the ef f ect of attract1ng qualified 

contractor s to the poss ibi lity o f a more appea ling 

projec1. The opportunity to spread overhead costs 
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s uch as supervision, office trailers , and other mino r 

J Ob site costs actually serves to reduce the a verall 

c ost to the Owner. The Commission's decision in the 

1984 rate c ase final ord~r that the pac~aging of the 

bids served to restrict the number of b i dders d i d not 

r ecognize the tangible advantages that Gulf Po wer 

achieved by i ncreasing the e conomies o f scal e o ! s uch 

s mall build i ngs through packaging them together . 

Furthermore, even with the combi nea bid approa c h, th e 

total bid amounts were not high enough to cause a ny 

c ontractors to withdraw from the biading because they 

had exceeded their financial support capabilit i es. 

Altogether , a fine balance or competitive bidd i ng w~s 

achi eved allowing Gulf Power a reasonable cost for 

facilities de9igned to meet the Company'a specifi c 

requirements. 

Should tbe total coat of the Bonifay and Graceville 

o ffi ces be allowed in rate baae? 

)es . As covered in my direc t testi ffio ny, the t o ta l 

cost of the Bonifay and Graceville offices should be 

al lowed in the rate base. The c ost per square foo t 

adJ ustment m.ade in the 1984 rate case decision di d no t 

represent a valid method for determining a reasonab le 

cost t o r these sma ll bulldings. Both o 1 these 
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buildings were competitively bid. The res ulting 

contrac t costo tor construc tion represent the true 

market value for construc t i on or the build i ng in t he 

given market and economi c condit ions, give n the 

reduced economies ot sc~le for suc h small c ommerc ial 

c onstruction, geographic l ocation , and fu nc tio na l 

needs o t t h e facili t y a ~ reflected in the build i ng 

design The 1 9 84 adjust~ent did not r~cognize these 

relevant fcscts. 

Sbou l4 tbe property bel4 t o r fu t u re u s• t or park i nq 

erpan•ion at tbe Baytront o tt ice buil4inq b e inclu4 e 4 

in tbe rate ba••? 

Yes. The land should be inc luded in the rate basu . 

The long range p~rking plans for the Corporate Offi ce 

building require 2J.9 a c res ot l a nd to suppo rt the 

project th r ough the year 2010. The land Gu l f 

currently owns is approximately 20 .5 a c res of l a nd. 

Of th is land, apprc ximately 1 7 . 4 ac res is c l assi f ied 

a s plant in ~ervice suppo rt i ng t h e p r e s ent needs o f 

the bui l ding. Approxima t e ly J .l a c r e s i s b e i ng held 

for use a s future parking in the Plant He l d f o r Fut u 1e 

Use a c cou nt . 

Bec ause o f the anti c ipa ted fu ture gro wth and 

development at thi s bu i lding and site, the o nly 
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pru dent decision fot· the Cc mpany to make wa s to 

proceed expeditiously in acquiring the property 

needed to support the bu i!ding whi le property cos t s 

are reasona.ble and before land availab ili ty dimi nishes 

dua to other development in the area. The Company 

prudently recognized that the pre senc e of our qua li ty 

structure in this prev lously unde veloped area o f the 

city would and has enhanced the value of neighbo ring 

property. This enhanced value tends co drive up the 

price !or subsequent purchas~s of property needed by 

the Company. While the approved site specific zonin1 

plan only requires Gulf to build parking to suppo rt 

the needs of the building at the given time, the tota l 

la~d need is based upon the ultimate requirement for a 

minimum of 1,200 parking spaces to suppo rt the p 1esent 

building. Provisions were also made in the planning 

process for the addition of another building on site 

sometime after year 2010. The future building w111 

further impact parking requirements and may c rea t e the 

need to expard land acqui sition efforts beyond the 

23.9 acres required for eventual support o f the 

present building. The timing o f the need for the 

future building will be affected by emp loyee growth 

over the years. 

The i ntent or th~ overall master plan i s t o allow 
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the Hawkshaw site t o serve a s the permanent home f o r 

~ulf Power Compan'l'S Corpora te Of fi ce . Secur i ng 

p r operty to meet th i s ne( d when and -h i le it is 

available at reasona b le prices is in the best inte r es t 

of our customers. By p rudently planning for our 

future needs, we are a ssuring the most ef f icient u s e 

or the se facil i ties at tne lowest cos t to th e 

r atepayers. 

Wbat are t be land development requirement• f o r the 

Gateway Diatrict in which the new building ia 

located? 

The Ga teway District o f Pensacola is a special zoning 

district r e qu i r i ng adherence to site planr.ing 

g u i delines, fi s cal impact guide l ines , s c reening o f 

of f street pa r ki ng , s t raet set bac ks for dev elopme nt, 

veh icle acc ess rest r ict ions to area thoroughfares , 

undergro u nd utilities, and landscaping requi rement s. 

The area is border ed gene ral ly ~n t he north by 

Heinberg Street, on t he west by Ninth Avenue, a nd o n 

the south and east by Bayfront Parkway. All 

d e velopments within the boundaries of the distr ict 

are sub ject to the r est r icti ons through a site 

speci fi c zoning process. 
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Did Gulf oonaider tbe oonatruotion or parking decke in 

lieu of aurfaoe parking in order to reduce the land 

requireaenta of tbe project? 

Ye s. Parking decks were conside red, but they d i d not 

prove to be a desira ble alternative. The cost 

comparison included in Schedule 2 o f ECC-2 shows the 

cost tor a parking deck t o be approx 1mately twice the 

co£ t ot surface parking. Gulf prudently pursued the 

option of surtace parking . 

Baa tbe comaieaion ataft reviewed Gulf'• need tor and 

uae of tbe Corporate Offioe buildinq and aaaociated 

land? 

Yes. The Commission staff thoroughly reviewed these 

aspects of the building and l~nd. Thei r report 

entitled "Final Report on Corporate Office Building , 

Gulf Power Project PE 872 (3 33 6), AW 4089 5 1 (E-84-14 ) 

is dated Hay 2J, 1989. In v irtually all r espec t s, 

this r e port is supportive of my testimony. 

Should tbe properey held for fu ture uae at the Pac e 

Boulevard site be included in the rate baae? 

Yes. The pr~perty held for future use a t th e Pace 

Boulevard complex is an i ntegral component o f a n 

evol v ing 60 year master plan which is c urrently 
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pro j ected through year 2008. Th e si te supports tne 

Western Division Headquarters faci lity grolith need s 

and the genera l and industrial fa ci lity growth needs 

of various Company support functi o ns. These needs are 

summarized in Schedule J . This pro pe rty should be 

included in the r a te base. 

Can you e l abora te on tbe evo lution o t tbi • •ite i n 

• e rvinq tbe nee4a ot t b e Coapany? 

Yes. The Pace Boulevard complex ha s been the 

permanen t home for many Company functions for over 40 

years beginning with the initial purc hase o f property 
l 't~ 7 

in ~ to build a g e nera l wareho use, line service 

buildlng, repair shop, ga r age, and a combination 

Western Division Headquarters a nd General Off ice 

building. My direct testimony descr i bed t he detail s 

of the evol u t ion of thi s site from its initial stages. 

For near l y 30 years from the initia : purchase, t he 

site was a dequate to neet init i al Company needs. As 

customer growth c ontinued and productivi t y 

improvements were developed tnroug h implementing the 

use of equipment such as bucket truc ks, cvngestion on 

the si t e became a real problem. In t he mid - 70 's, the 

line service func tion was reloca ted o ff si t e to t he 

Pine Forest facility near In t erstate Highway I -10. 
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This rPlocation extended the life o r the Pace 

Boulevard site f o r t he r emai ning funct ions. 

By c he 1980's, continued growt h of the func tions 

remaining at che site l ead o nc e again to o verc rowding 

and congest ion on the site. The study tit : ed 

" Corporate and Western Division Su r vey" wh ich was 

completed in 1982 lead to the Company's decision to 

provide relief by relocat i ng the Corporate Offi ce 

func tion to its p resent Bay!ront Parkway loca~ion. 

This relocation was completed in 1 Q87 . 

Which function• are pro•ently located on the aite? 

The Pace Bouleva rd complex presently s erves as the 

home ot the Wes tern Division Headquarters and many 

compa ny-wide general and industr ia l support f unctlons. 

The industrial functi ons include the Bayou Chico 

Substation, the General Repair Shop, t he Automot : ve 

Rebuild Center, the General Wa rehouse, the System 

Protec tio n Shop, and the Investment Reco·1ery Center. 

In addition, some general func t ions have h istorically 

been locatea at this site and remain there tvday. 

These functions include the Employment Center, the 

Training Facility, and t he Credit UnioP. 

I s Mr. Larkin correct in hi• aaaertion tbat the land 
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beld tor future u e e at tbe Pac e Boulevard ooa~lez aite 

i • not nee~ed beoauae Bui lding Ma intenance ia bouae d 

o n tbe third floor of tbe Co rpo rat e Offi c e Bu i lding? 

No. Mr. Larkin is not correct in stating that the 

land held for f uture use at Pace Boulevard is not 

needed . Furth ermo re, his cursory conten t ion that the 

thi rd f l oor o f t he Cor~orate Of fi c e Bui l di ng negates 

the need for land at Pace Boulevard is without merit 

in that i t !ails to r e c ognize the gro wth ne gds of t he 

6 0 year master plan for the mu l tiple funct i ons l ocated 

on a nd pla nned !or the site. 

Wby ia Buildinq Kaint~nanoe located o n tbe third fl oo r 

ot tbe Corporate Office Buildinq7 

Building Ma intenance is loca ted on the th i r d f loo r 

because that location tempo rarily repres ents the most 

c ost effective alternative for providing this 

necessary functi on o f Company operat ions. In 

designing t he Corporate Of fi c e Bui lding t o meet th e 

need s of t h e CompanJ, offi c e growth spa c e was pr0vid e d 

in three phases. Short range g r owth wa s p r ovtded 

through p r ovisio n of space for future wo rk s t ati o ns 

within de partments . Intermediate growth space was 

provided in the f orm o f the thi rd floor avoid ing the 

costs o f beginni ng a new ma jor construc ti o n proqram to 
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accommodate i ntermedi~te growth. finally, to ~nsure 

the lorgevity of the Corporate Office site as the 

permanent home tor this Company function, provisions 

have been made in the site planning to accom.modate 

another building for growth beyond the year 2 010. 

This comprehensive approach produced a long range p l a n 

which solved the company's needs in a logical and 

orcerly manner. 

would t he Buildinq Maint enanc e funct i o n b e fac i lita ted 

in the near tutu.re by r eloca ti nq i t from t he Corporate 

Office t o t he Pace Boulevar4 ei t e? 

No. The Building Mai n tenance func tion operates 

reasonably well from tha third floor of the Corporat~ 

Office Building . A ground l&vel facili ty wou ld have 

easier access for loading and unloading by not hav ing 

to use a service elevator. However, thi s advantage 

would be offset by the fact that some o f the serv i c e s 

from a Building Maintenance Facility would be provided 

to the Cot~orate Office Building itself result1ng in 

using the same service elevator to transport 1tem= 

back into the building. Altogether the plan t o 

presently uti lize the office s~ftce growth area 

provided by the third floor as a maintenance shop and 

for btorage prov: des an exc ellent plan compat i b l e wi th 
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the overall needs of the various funct i ons affe=ted by 

the third floo r . 

Should tbe property beld t or future u•• tor a qen•ral 

repair taoility be inoluded in tbe rate ba••? 

Yes. This property which was reported in the !ilir q 

as Plant Held tor Future Use and is p~rt ot th~ Pac e 

Boulevard complex is now plant in service. After this 

property was purchased and booked, the Gener~ l Repair 

Facility , originally planned for this si t~ . ~as 

relocated to another property at the Pace Boulevard 

site. Accounting does not change the name on the 

property once i t has been booked. The property he l d 

for future use at the Pac e Boulevard site originally 

for the General Repair Faci lity is now used to suppoct 

the Electric Operations Center Project. 

Are you t~iliar witb tbe 11Navy Bou•e"? 

Yes. The structut·e referred t o as the Navy Hous e i s a 

former resiJenc e which became the property ot the 

Company when it purc hased land needed to install a 

transmission line from the Company's Sayou Chic o 

Substation to serve the Pensaco~a Naval Ai r Station . 

The transmission line property on ~hich the Navy Ho u se 

is loca ted is at 6 l5 South Navy Bou l evard in Pens a co l a 



1 

2 

3 

4 

5 

6 

7 

8 

9 Q. 

10 A. 

11 

12 

13 

14 

] 5 

16 Q. 

17 A. 

18 

) 9 

20 

21 

2 2 

23 

24 

25 

Docket No. 89!)45-EI 
WitnesK: E. C. Conner . Jr. 

Page 18 

adjacent to the bridge lea ding to the Hain Gate or the 

Pensdcola Na va l Air St ation. The installation and 

maintenance requirements or the transmission linP 

equipment made the purchase ot only a port ion of the 

property impract ical. Consequently, the Company 

purchased the land which included the structure wh ich 

has come to be called the Navy House. 

How is the Navy House beinq used by the Company? 

The Navy House is used today tor Company business 

meet i ngs and tra ining. During construction of the 

transmission line, the Company leased the house t o t he 

t ransmission line contractor tor their use as a 

temporary construction office. 

Were the oosts to renovate the atruoture reasonable? 

Yes, although the total cost may appear hiqh on the 

surface without a full unders tand i ng o f the 

difficulties encountered d u r ing the renovation 

pro j ect. 7he f i nal =osts for renovation of the 

structure itself were only approximately SJ9 per 

square toot. When compared to the costs for 

cons truction of a facility tor training, these c osts 

would compare quite favorably. However, in add1t i 0 n 

to these renovat io~ costs, the Compa ny f ound itself 
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obligated to conform to regulato r y requirements 

related to the sewer connection for the building. 

After renova tion of the structu re had been eseentially 

completed, the Company found that the Escambia County 

Utilities Authority (ECUA) would not allow continued 

use of the septic tank system on the property. C.ulf 

Power had anticipated that the s~ptic tank system , o r 

a septic tank combined with on site self contained 

sewage processing equipment would Pe approved by th e 

ECUA officials. The septic tank and equ ipment were 

not approved and the Company f ound itself with a newl y 

renovated building which could not be used. 

Gulf Power Company decided to extend a small 

sewer line from the house t o the closest access1ble 

sewer tap l ocation. The c ost for this sewer line when 

added to the renovation costs make the overall pro j e ct 

appear to be costly . The Company felt that we had no 

logical option at the time but to comply with the 

regulatory decisions made relative to the sewer. 

Baa tbe Compa~y d•t•rmin•d tb• incremental costa 

included in tbe 1990 teat year !or tbe Navy Bouse? 

Yes. The majority of the work asso=iated with 

refurbishing the Navy House tor Company use was 

expensed in years prior to 1990 . The impact on the 
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1990 teat year is therefore minimal. 0 & H costs f or 

th~ Na'~ House are approximatel y $600 per month. The 

investment costs wh ich were booked to plant f or 

r efu rbish ing the structure were a pproximately $5,300. 

I f the Coapauy bad not renovated tbe Navy Ho u ae f o r 

aeetinqa &Dd traininq , where would tbeae activi tiea 

have taken plaoe? 

If the Navy House were not availabl e, the Company 

woula have cont i nued to operate without the space 

recomme nde d i n its t r ai n i ng study . The meetings and 

t r aining would hav e t a ken place at Company fa cil it i es 

and at rente d facil i ties depend ing upo n t he nature of 

the a c tivi t y. 

Why vas $252,000 budqete~ in 1990 o ' K f o r tbe Panama 

ci t y Office renovation? 

The prc ject was budgeted as expense t o be consistent 

with past p r a ctice on project work. F'ERC Electr1c 

Plant Instructions lOA state: "For the purpose cf 

avoiding undue refinement in accounting for addit ions 

to and retirements and replacements o r electri c pla~t. 

all ~roperty s hall be considered a A consisting of (1) 

retirement units and (2) minor items of property . 

Each utility sha!l use such liRt o r retiremen t uni~s 
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as is in use by it at the effective date hereo f o r a s 

may be pres cribed by the Commission, with the opt ion, 

however, of using smaller un i ts, provided the 

utility's pract~ce in this respec t con~ istent." 

I n being consistent wi th other pr1or renovati o n 

projects, the $252, 0 00 was determ i ned to be e xpense 

work on the followirg bas is. When c hanges are made t o 

a component that is exi s ting and is no t classi f 1ed a s 

a r e t irement unit as per the approved Gulf Powe r 

Retiremen t Unit Manual, then that wo r k is con sJdered 

mi nor i t ems of property and i n the ~ase o f the Panama 

City project, was budgeted in 0 & H. All ne~ 

additions or replace~ents of retirement units are 

a ccounted t hrough t h e e lectric plant budget. 

Will tbe Panaaa City Renova t i o n Projec t be c omp leted 

in 1990? 

No, the renovation project wa s deterr e d to 199 1 dur inq 

the February 1, 1990 capital budget process . Th e 

capital dollars were reall ocated t o 1991 reflecting 

this chan~e. The 0 & M d o llars associ ated wi th t h e 

project in the 1990 budget we re realloc ated as s hown 

in Sched•1le 4 or ECC-2 to var i ous expe nse projec t s 

that were una nticipated during the 1990 0 & H 

budgeting proc ess. 
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Will the fund• for the Panaaa City Renovotion ~e 

rebudqeted in the 1991 o ' M budqet? 

Yes. 

can you •uaaarise your te•tiaony? 

Yes. Gulf Power Company' s management ph ilosophy ls t o 

provide adequate facili ties to meet the needs of our 

custo~ers and to provide a productive work environment 

for our employees. The Company utilizes long range 

planning to prudently acquire tho necess~ry property 

to support needed facilities. Such property additions 

help to ensure that our facilities provide long term 

solutions to needs. Concern for ou r customers l s al .::o 

exhibited through wisely implemenling our facility 

investments ill a method which enhances the communities 

that we serve. Great pr i de is taken in the tremendous 

large scale contribution made in helping to rev italize 

downtown Pensacola through our Corp orate Office 

building. On a much smaller scale, but no less 

important, the local offices in Bonifay and Grac ev1lle 

also serve to enhance those communities. Long rang e 

planning together with a facility cosign which 

enhances the community at r eaJonable costs all combine 

for an effective facilities planning and development 

proqram. 

ooes th 1s conclude your Lesttmony? 

ves . 
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Q (By Mr. Stone) Mr. Conner, p ~ ease summari z e 

you r testimony. 

A Thank you. 

The purpose o f my rebuttal Lestimony is t o 

c orrect the record of these hearings by providing 

ddd itional i n formation on the corpo rate office proj~ct 

l and held for future use, the plan in Panama Ci~y 

r enovation and the riavy House . 

Specifically, 1 will rebut po r t i o ns of direct 

~estimony ot Mr. Larkin a nd Mr. Childers. I wi l l al so 

provide clar ification o! the Staff Aud i t Report on t ~a 

Navy House. 

First, I'd like to correc t Hr. Larkin's 

t estimony. 

I would rebut Mr . Larkin's c ontention that 

additio nal detail wa s not provided in my direct 

testimony on the Bonifay and Grac evil l e fac i lit i es. My 

additional detail was covered ex t ensi ve ly during my 

~ross exami nati0n on direct tes t imony a nd is a lso 

{ overed in my rebuttal testimony . 1 would a l s o ltke to 

advise the Commission on how l c an give my perso nal 

) nsight into the construction o f the Bo nifay and 

Graceville facilities . 

Mr. Lark i n contends tha t I c~nnot give 

~ersonal i nsight into those f aci l i ty , ~ol~ly o n t he 
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1 basis that I wa s not an employee of the Company i:tt the 

2 t i me those build i ngs were c onstruc ted. My 21 years o f 

3 varied experienc e i n the c ons truction indus try give me 

4 ample personal insight into t h is type o f construc t ion. 

5 I studied four yea r s o f arc hitecture a nd 

6 building construction before r e ceiving a degre e in 

7 building construction. After c ollege I worked nine 

8 years as a general contractor, preparing bids on over 

9 75 construction projects of a commercial a nd industri al 

10 nature, ranging in value from 200,000 to over $ 10 

11 million in value. 

12 I then worked eight years at Gulf Power 

13 Company in varying pos itions of inc reasing 

14 responsibility, all providinq technica l cons truc t i on 

15 and O&M support tor buildings t o all Company 

16 facilities . I have achieved a Masters Degre e in 

17 Management, wherein I place my emphasis o n c o ns t r uc t ion 

18 management. I wrote a thes i s re s earc h paper, deta i li ng 

19 the benefits of the construc t ion proce ss to t he owne r, 

20 and have served three years a s an a dj unc t ins t r uc tor at 

21 the University of West Florida in the ir Bu i lding 

22 Construction Departme nt, teac hing a course on 

23 c onstruction administra t ion . I feel t ha t my backgrounJ 

24 qualifies me t o address those faci li ties . 

25 On the subjec t o f t he corporate office plant 

FLORIDA PUBLI C S ERVICE COMMI SS I ON 
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1 held for future use, Mr . Larkin did not recognize the 

2 project needs. Hr. Larkin stated that the building was 

3 not fully utilized. All of the building is in use 

4 today, including the third floor. Hr . Larkin stat~d 

5 that no additional office space would be needed in th~ 

6 nea~ futuro. Add i tional o ffi c e space is planned f~r 

7 the near future a nd we plan to begin occupyin9 the 

a third floor in 1995. 

9 Hr . Larkin stated that our plans on land held 

10 for future use were t oo indefinite. our plans are very 

11 definite and we've held extensive meetings with the 

:2 Commission Staff reviewing those plans and review ing 

13 our site acqulsition plan with your Staff. The Staff 

14 agrees with Gulf's position on plant held for f u ture 

15 use. 

16 Hr. Larkin also stated that the plant held 

17 for f uture use would not be utilized !or parking until 

18 after the Year 2010. Our p lans, as they have been 

19 reviewed with the Staff, are to begin add1ng park i ng on 

20 that as employae growth requ ires it, and we anti c ipate 

21 that all of the land will be fully utilized f or park ~ ng 

22 by the year ?0 10. 

23 On the subject of the Paco Boulevard Plant 

24 held for fut ure use, Hr. Larkin assumed incorrectl y on 

25 a limited scope for that complex. He did address the 

FLORIDA PUBLIC SERVICE COMMISSION 
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building maintenance facility, the testing lab and the 

additional parking plant tor that site, but did not 

consider th3 ext ensive growth needs of the other 

functions located on that ~ite , as detai~ed in Schedu le 

3 of my Exhibit ECC-2. 

In c larifying Mr. Schul t%' testimony, he 

i ndicated that the Panama City renovation should be 

charged to plant. I t is my understanding that that 

planned renovation is properly a ccounted a ti an O&M 

expend i ture. 

Hy rebuttal testimony also details the 

history of the Navy House and its purpose in meeting 

the Company's needs. 

In sUJI1JIIary, both my "etail and rebuttal 

testimony excuse me, direct ~nd r ebuttal testimony, 

sh~w that Gulf ' s f acilit ies are planned for the long 

term to meet the needs of our customers. 

That concludes my summa r y. 

MR. STON~: we tender for c r oss examinat ion . 

MR. BURGESS: We have no questions. 

CROSS EXAMI NATION 

BY MR . VANDIVER: 

Q Good morning , Hr. Conner. 

A Good morning. 

Q I'd like to direct your _tter ti o n to Page 20 

FLORIDA PUBLI C SERVICE COMMISSION 
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1 of your rebuttal testimony, please, sir. At Line 11, 

2 you've referred t o a training study. Could you 

3 describe th~t study for me, please? 

4 A The training study is a study that wa s done 

5 in 1983 by t he firm of, I believe it was 

6 Baskerville-Donovan Engineering in Pensaco la, Flo r i da , 

7 where they met with our employee relations people nnd 

8 other individuals in the Company and d iscussed the 

9 Company's training needs. That stud y indira ted a nAed 

10 for t~aining opace in the Company ot approximately 19 

11 thousand square teet. And that's a brief summary of 

12 the study. 

13 0 Now, how many meeting and training rooms do 

14 you have at the Baytront property site? ( Pause ) 

15 A We'll have that tor you in a minute. The 

16 Bayf ront property site has meet ing rooms in it. The 

17 training is not done in that building. 

18 

19 

Q 

A 

20 elsewhere . 

21 Q 

And why is that? 

Bec ause we have t rain i ng faci lit ~es 

In the absence ot the training f ac ilities 

22 elsewhere, your training could be conducted in the 

23 meet ing rooms that are at the Bayt'ront Center, would 

2 4 you agree with that? 

25 A No, sir, I would not agree with that. The 

PLORIDA PUBLI C SERVICE COMMI SSIO:I 
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1 utilization of those rooms would not permit thoir use 

2 tor training and be able to conduct the business of the 

3 Company also. The training is provided at our Chase 

4 Street building at Pace Boulevard, and in combinat1 o n 

5 w1th the Navy House. 

6 0 Do you have a feel tor how often the var : ous 

7 training rooms, apart from the Navy House, are 

B utilized? (Pause) 

9 Yes, we do. That's a question that ' s hard t o 

10 answer in terms of a percentage of utilization because 

11 it gets into a demand question. The rooms have t o be 

12 available when you need the training course, but we 

13 feel like it's approximate !~· 70 \ if you l ook at it on a 

14 utili~ation basis o! time available. 

1!> 0 And that' s 70\ of the times th~ various 

16 meeting rooms you all have at Bayfront are in use? 

17 

18 

A 

0 

That's correct. 

And ~at would include the room tha t I wa s in 

19 tor the audit exit conference on the seconJ floor, l as t 

20 week, or severa l weeks ago? 

21 

22 

2 3 

24 

A 

0 

A 

0 

That is correct. 

I think you were in that room tha t day, too. 

Yes, I was. 

Oxar . Now, how many individuals can the Navy 

25 Ho use accommodate for train i ng purposes? 

FLORIDA PUBLIC SERVICE COMMI SS I ON 
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That would be approximately 12 peo ple tha t 

2 could work i n that facility for tra i ning purposes or 

3 meeting purvoaes. 

4 Q Are those the folk s in the meetings and be ing 

5 trained or are those the traine r s? 

6 

7 

a 

9 

1C 

ll 

12 

A I would s ay probably 12 people p lus the 

pers on conduct i ng the training course, lf t l.a t's what 

the use was. 

Q Okay. so the Navy Ho use ycu could only get 

12 people into to train at any o ne time? 

A That would be to ho ld a training course . It 

cou ld accommodate more people f o r meetings. It is set 

13 up wi t h two c onference areas i n it. So you could have 

14 two geetings going on there at the same t l me, but 

1 5 doubt i t would be effective tor more t r.an about 12 

16 people for pure training purposes. 

17 Q But that's what you use the Navy House ! o r , 

18 is j ust trai ning? 

19 A No, I bel i eve I stated ear lier 1t's used also 

20 for mee t ings. 

21 Q Okay . Now , what I' m try i ng t o get a t is , ar e 

22 there similar sized r ooms elsewhere that Gulf Power 

23 could utilize, apart from the Navy House ? 

2 4 Yes We have a facility at Chase Street 

25 whi c h also serves to meet some of the tra i n ing need s, 
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1 again going back t o the 1983 study . Tha t s tudy 

2 identified a need of 19,000 square feet t o tal, t o meet 

J all the Cvcpany's training needs . That 19,000 square 

4 feet is bf.'· ing met by a combination of the Navy House 

5 and Chase Street building, and by utilizing the 

6 facilities that we had already owned. 

7 Q Okay. Do you hav~ t hat figure yet on how 

8 many square feet of meeting spac e there is at Bayfro nt ? 

9 And I 'm going to need how many the r e are at Chase 

10 Street as well, or Pace Boulevard I guess. 

11 A I don 't believe we have a squa r e footage 

1' figure on meet inq space. 

1) 

1 4 

Q 

A 

Can you ballpark it f or me? (Pause ) 

That would be hard to do. I'd rather do some 

15 ca lculations for you and file that as a late-filed, if 

16 I need to . 

17 CHAI~ WILSON : You do n't ha ve the squdre 

18 footage on the training spac e whete, t o o veral ! or at 

19 the Bayfront? 

20 WITN ESS CONNER: We don 't have any tra i n 1ng 

2 1 space in t he B'yfront building. we ha~~ meeting r ooms 

22 i n the Bay f r ont building and I unders t ood the question 

23 to be what size -- let me g et y ou t o r estate yo u r 

24 question. 

25 COMMI SS IONER BEARD: When I wal k i n on the 
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1 6 
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18 
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20 

2 l 

2 2 

23 

• 24 
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first floor-- and I'm trying to remembe r, I' m real 

f oggy -- there is not a r oom there that has a screen 

that drops down out of the c e iling? 

WITNESS CONNER: Not on the fi rs t fl oor. The 

room you're probably referring to is ou r auditorium, 

which is o n the second floor. 

COMMISSIONER BEARD: How often d o you have a 

Company meeting? 

WITNESS CONNNER: We have - - I believe the 

auditor ium is used on an average about once a day for 

eac h working day i ll the year. 

COMMISSIONER BEARD: You have a Company 

meeti ng every day i n that auditorium? 

WITNESS CONNNER: On th e uve rage. I wo u ld 

think some days we have two, some days three meetings 

i n that auditorium. And that's whe r e you get into Lhc 

problem having to do these percentage ut J li z6 t ion 

FLORIDA PUBLIC S ERVI CE COMM ISSION 



3657 

1 compar isons is that if you want t o have a tra i ni ~g 

2 c lass on Hay 23 rd and you have t wo me etings on Hay 

3 23rd, you have got b problem there. And it gets to be 

4 a demand question mo re than a utilization - -

5 COMMISS I ONER BEARD : I understand. 1 know a 

~ little bit a bout training, just a little bit. on 

7 average, one day, one meet ing every day, o n average, 

B you have i n that a uditorium? 

9 

10 0 

WITNESS CONNNER: That is c o rrect. 

(By Mr . Vandiver) Hr. Conner, f e r purposes 

11 of our late-tiled exhibit, what I wan t to do i s -- what 

12 I would like tor you to do is I wou l d l ike fo r you t o 

13 give me the t otal conference room square footage i n t he 

14 Pensacola area. And, I guess I nead t o understand one 

15 more time, it you could . Is it simply a utilization 

16 reason that you cannot use the meeting r ooms that you 

17 h ave elsewhere tor tra i ning purposes? They ' re f illed 

1 8 up so you've got to use the Navy Hous e ? I s t l1at you r 

1 9 testimony? 

20 A The meeting rooms in the c orporate offi c e a re 

21 used fo r business meetings. They d o ~ tay sufficiently 

22 occupied that it does not work for training ; and we do 

2 3 have a study that s hows we needed the 19,000 square 

24 feet for training, and that space is ut ~ l i z ed for 

25 tra i ning. It's not only the Na~J House but al so the 
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Chase Street building that I previously referred to. 

COMMISSIONER EASLEY: Could I a s k ? 

HR. VANDIVER: Certainly. 

COMMISSIONER EASLEY: Coul d you very briefly 

tell me what kinds of meetings are tdking plac e every 

day i n the auditorium? Just the nature of it. 

all administrative? Is it all executive ? A 

combination thereof? Sales? 

I s it 

WITNESS CONNNER: Commissi oner, it c an be 

various meetings. The last meetinq I attended wa s o ne 

o n the fire alarm system where we l.ad a fire drill and 

then rec apped the results of that fire dril l wi th the 

employees that are fire warden s in the building. 

It would vary. There are empl o yee 

i nformation meetings; information that our corpo rate 

Communications Department would dissem i nate t o the 

e mpl o yee&; it' s all types o f meet i ng s , and i t' s 

g e nerally your larger groups. 

COMMISS iuNER EASLEY: On the t r a i n i ng , is 

there anyth i ng in the nature of the t r a in i ng tha t 

requ i res a d i fferent physical setup? 

WITNESS CONNNER: Yes. Ide ally, J n t raining, 

you want people t o have their mi nd s o n what you're 

tryi ng t o teac h them, what you 're t ryi ng t o convey t o 

them. And the study ind i cated t hat t ha t t r aining would 
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1 be best performed in an isolated location, away fr om 

2 the telephones. 

3 Q But it's not a difference in the equipment or 

4 the construction or the interior of the room, or 

5 there's nothing like that involved? Claseroom setting; 

6 it is a classroom setting? 

7 

8 

WITNESS CONNNER: Commissioner, I would th~t 

there would be. It wou l d depend on the type of 

9 tra ining you're doing. If you're doing sk i lls train1ng 

10 

11 

for linemen, you would have one setup. If you're doing 

management training, you may have another setup. I'm 

12 not a tr3ining expert, but I do know that in the 

lJ training facility at Chase Street, it is set up in a 

1 4 classroom-type style and util1zed for that purpos e. 

15 WITNESS CONNNER: Thank you. 

1 6 MR . VANDIVER : Why don't we go ahead and get 

17 a number for this exhibit. 

18 CHAIRMAN WILSON: That would be Exhibit 6 1 9 , 

19 and what you're asking for is conference room square 

20 footage? 

21 

22 

2 ) 

MR. VANDIVER: In the Pensacola area. 

(Late-Filed Exhibit No. 619 identified) 

CHAIRMAN WILSON: Was your prior question how 

24 many square feet ot tra in i ng facilities ~ 

25 KR. VANDIVER: Yes. And hi s testimony is 
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1 that you can't u s e the conference r ooms in the Bay 

2 Front center for training bec~use of the othe r 

J meet ings . 
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4 CHAIRMAN WILSOH : I understand. But did he 

5 a s k you how many square feet of train i ng area you had 

6 and you said that you didn't know? 

7 WITNESS CONNNER: Wha t I unde r stood and I 

8 think the point of c onfusion - - he asked me how many 

9 scare foo t of training we had in the Bayfront ~f fice 

10 building. And my contention is that t hat is not used 

11 fo~ tra i ning, therefore , I don 't have any s quare 

12 footage f or training. I do have ~eetings rooms. 

13 wou l d be glad to provide the square rootage of those 

14 meetingo rooms, if that's what the Commission would 

15 like, or any information that you would l i ke . 

16 But if it is not used for training now and 

17 that's n ot the i1.tent of it. But any informa t ion I 

18 could provide that would cla rify it, I'd be happy to 

19 provide. 

20 HR. VANDIVER : I think the t o tal square 

21 footage of the conference s pace in the Pensacola area 

22 wil l give us a handle on what the phy~ ical plant looks 

2J like in terms of what's available tor f ol ks t o meet 

2 4 

2 5 

and/or train in. 

COMMISSIONER GUNTER: Can 1 help just f o r a 
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second? 

MR . VANDIVER: Abso lutely. 2 

) CHA I RMAN WILSON: Are you looking for a tota l 

4 or you want it broken down a s to where that is? 

5 MR . VANDIVER: I think I want to know where 

6 i t is by location. 

7 CHAIRMAN WILSON: Are you looking for just 

8 training, or c onference? 

9 MR. VANDIVER: Conferenc e, conference areas. 

10 I don't necessari ly want Mr . Scarbrough's office in 

11 there, but 1 would like to have any kind of c onference 

12 r ooms that you all have avai l able f o r meeting purposes. 

13 And it's my -- common sense tel l s me that if I could 

14 hold a meeting of 12 people in ther e, I can a lso tra1n 

15 12 people in there. 

16 

1 7 

MR. STONE: Is Mr. Vandiver tes tifying? 

CHAIRMAN WILSON: Mr. Vandiver is not 

18 testifying. 

COMM ISSIONER GUNTER: Let me ask you a 

20 question , Mr. Conner. Where a r e your training 

21 personnel l ocated? 

22 WITNESS CONNNER: The traJ n ing perFonnel are 

23 located in the corporate office build t ng. 

2 4 COMMI SS IONER GUNTER: Where does your 

25 tra i n ing take plac&? 
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WITNESS CONNNER: The train i ng takes place c. t 

2 the Chase Street buildinq, at Pace Boulevard. It al so 

3 taxes place at the Navy House , and those two 

4 facilitie s , primarily. 

5 COMM ISSIONER GUNTER: So the place that yo u 

6 how far io it from ~ace Boulevard to t he old office 

7 is that the ~ld office building, the one you're 

B talking about , the Pace B~ulevard? 

9 WITNESS CONNNER: It's the o ld Western 

10 Divisio n build ing, which i s behind the old o ffi c e 

11 building. 

12 

lJ 

14 

15 miles? 

16 

1 7 

1 8 

COMMI SS IONER GUNTER: I'm famil i ar with i t. 

COMMI SfTONER EASLEY: Ho w f ar is it ? 

COMM ISSIONER GUNTER: Ho w f ar is it, f ive 

WITNESS CONNNER: Approximately three miles. 

COMMI SSIONER GUNTER: Three miles. Ok~y. 

COMMI SS IONER BEARD: Do you all rent s pa c e 

19 any p l a ce for training from time t o time? 

20 WITNESS CON~NER: Commissi oner , I th inlc we 

21 did rent space pr ior to being abl e to have adequat e 

22 facilities; in fa c t, I know we did. But I don't kno w 

23 if there' s still space r ented for trai n ing now or not . 

2 4 

25 

I would th ink that the facilitie s we have now h~ve 

greatly reduc ed that need. 

FLORIDA PUBLI C SERVICE COMMI SS I ON 



1 

2 know that. 

) 

4 you --

5 

) 66) 

CHAIRMAN WILSON: Well, I think we ne ed t o 

COMMI SSIONER B&ARD: How many people could 

MR. VANDIVER : Could you include on there or 

6 let's make i t a separate exhibit . 

7 CHAIRMAN WILSON : MAke it a sepa, ate exh ibit. 

8 That wou l d be 620 . 

9 (Late-Filed Exhibit No. 62 0 identified.) 

10 HR . VANDIVER: I woul d liKe t o know any spac e 

11 that's been leased tor tra i ning purpos e s . 

12 When was the Na~J House completed? When did 

1 J you all start using it tor training? 

14 WITNESS CONNER: I believe i t was in 1988. 

15 HR . VANDIVER: Great, we'll take the exhibi t 

16 from 198 5 through the present year and a short tit le 

17 would be Leased Training Space. 

18 COMMISSIONER BEARD: How ~any people c~ n you 

19 train over -- i s i t Chase o r Pace? 

20 WITNESS CONNNER : Chase Street . It's the 

21 Chase Street building located on the Pace Boulevard 

22 complex. 

23 COMMI SS IONER BEARD: The other building 

24 bes ides the Navy House, Chase Street, how nany people 

25 can you t rain i n there in a g iven setting? 
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l WITNESS CONNNER: Commiss ioner, I believe 

2 it's about 54 in Training ~oom A over there. Training 

3 Room 6 is th~ largest t raining room at the Chase Street 

4 facility and it will accommodate 81 peopl~ in a 

5 classroom-type setting. 

6 COMMI SS IONER BEARD: So you have a room that 

7 will hold up to 81 in a classroom-type set t ing; one 

8 that wil l hold 54; and you have the Navy House, that 

9 wil l hold 12? 

10 WITNESS CONNNER: That's oasically c-:>rrec t. 

11 The Navy House, as I stated earlier, can hold more 

1 2 people in a meeting-type setting. 

13 COMMISSIONER BEARD: Then you can always hold 

14 meetings at Bayfront, couldn't you , or Bay Stre et, or 

15 whatever it's called? 

16 WITNESS CONNNER: Certainly you can hold 

17 meetings at the Baytront office. Ar~ when you need an 

18 isolated, uninterrupted type environ~ent, the Navy 

19 House is excelle nt t o r those type of meetings also . 

20 CHAIRMAN WILSON: Refresh my memory a little 

2 1 bit. How big is the Navy House? How man y square feet 

22 is it? 

2 3 WITNESS CONNER : CommisE ioner, the Navy Ho use 

24 is approximately 1800 square teet. 

25 CHAIRMAN WILSON: When wa s it o r iginally 
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1 construc ted? 

2 WITNESS CONNER: Commission e r , the Navy House 

3 in -- I t h i nk i t would help i f I could provide a brie r 

4 history ~ r i t . 

5 

6 

CHAJRHAN WILSON : That wou l d be f ine. 

WITNESS CONNER: The Navy House became Gulf 

7 Power Company property because we ra n a transmisbion 

8 line !rom the Bayo Chico substation, I bel iev e it wa s 

9 the Bayo Chic o substation, to the n a val air sta t ion a t 

1 0 Pe nsacola . In order to run that t ransmi ssion line, we 

1 1 had t o put a submarine cabl e terminat i o n structur e a t 

12 t he base o! the bridge leading t~ the Na vy House. When 

1 3 we i nstalled t hat-- or we were doing the planning to 

1 4 i ns t a ll that struc ture, we had t o b uy t he p iece o f 

15 proper ty there at the ~ridge i n o rder t o have r oom t o 

16 i nstal l that struc ture , have the l ast pole of that 

17 t r ansmiss ion line lead d o wn to that structur e, and we 

18 had t o buy the ent i re lot, or the one lot there at the 

19 e~d of t h e br i dge. It just so happe ned that when we 

20 bought t hat l o t , i t had a house on it . We did not buy 

2 1 t h e Na vy House to have the house . We bough t the land 

22 to pu t i n a trans mission line, t o ins t ~ll th e s u bmari n e 

23 c able t erminat ion s truc tur e, and it had d house sitt1nq 

24 the r e. 

25 The Comp a ny knew that it had a tra i n i ng s tudy 
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1 which show we had need tor 19,000 square fePt o f 

2 training s pac e. We also had that ho use available. We 

J could either renovate i t, tear it down, o r do something 

4 with i t , because it was not feaslbl e to sall it. You 

5 have a massive concrete pole right at the front door o f 

6 that building. You have essentially a substation on 

7 the right o! the drive as you come i nt o that build ing, 

B a nd the substation and the po l e a nd the apparatus t o 

9 accomodate the transmission line take up the major i t t 

10 o! that property. 

1 1 And we made the decision to renovate t ha t 

12 house and to use it for Company meetings and fo r 

1 3 training to meet the needs ot that study. 

14 MR. STONE: How old i c the house? 

15 Commissioner, it may h~lp, I think Hr . 

1 6 O'Co nner has some photographs that wo uld hel p t o convey 

1 7 what he's talking about. 

18 CHAIRMAN WILSON: Ho w ol1 is the house ? When 

19 was i t originally constructed? 

20 

2 1 

WITNESS CONNER: Excuse me JUst a second. 

COMMT SSIONER BEARD: Have you all done any 

22 EMS studies to understand the impa -.: t o n trai n i ng of 

23 transmission facilities there? 

2 4 COMMISS I ONER GUNTER: That's that that ib, 

25 they keep somebody in there all the timP and f i nd out 
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l how long it would take them to glow in the dark. 

MR . VANDIVER : I think it's Hr . Holland' s 

3 office. 

COMMI SSIONER GUNTER: Susp i c lons con f i rmed. 

5 Q ( By Mr. Vandiver) How mu c h did it cost y ou 

6 all to renovate t hat? 

7 A Hr. Vandiver , I'd like to answer Hr. Wilson' s 

B ques tion, the age of the house . 

9 Q Oh, I apo logize. I didn't realize --

10 A I d o not know the age or that structure. 

11 CHAIRMAN WILSON: That didn' t answer my 

12 question . 

13 WITNESS CONNER : But I 'm leading to that 

14 answer. I feel like it's a lot older than me. 

15 COMMISSIONER GUNTER: Great pictures o f the 

1 6 suostation but don't show much aoout the house. Wi s h 1 

17 could understand picture s being taken by utility folk s , 

1B you sort or glaze over it, When you have a c ho i ce 

19 between a buildi ng stru~ture that may be in question 

2 0 and a substation. 

21 MR. HOLLAND : Can 't see the house from the s u bs t ati on 

22 COMMI SSIONER BEARD: If you built a low 

23 profile substation, you'd be able to s ee the house . 

• 2 4 

25 

(Laughter) 

CHAIRMAN WILSON: Maybe y ou ough t to build a n 
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1 underground facility . 

2 WITNESS CONNER: Commissioners, a s you ~an 

3 see f'rom tho se prohotgraphs, the pro perty is just 

4 dominated by that electrical structure, and as 

5 

6 garage? 

7 

8 

COMMISSIONER BEARD: Do you train in the 

WITNESS CONNER: Sir? 

COMMISSIONER BEARD : Do you train in l he 

9 garage? Is that a garage I see? 

10 WITNESS CONNER: That used to be a gar~ge. 

11 What we recognized when we renovated the building was 

12 that you did not have adequate parking there. It' s 

l J tight getting in and out of that site. It' s one ot th e 

14 high~st traffic areas in Pensacola, leading \ nto and 

15 out of that navy base . And rather than leave the 

16 garage on the building, we took the garage door o ff, 

17 and you can now park two cars there when you have a 

18 meeting or have a training function at that site. 

19 COMHISfiONER BEARD: So if you cAn get si x 

20 people in each car, then you have adequate park ing f o r 

21 12 people you have to train there ? 

22 WITNESS CONNER: Right, or if you 're going to 

23 have an all day meeting and people Are com ing from 

24 thei r ho use and you've got 12 peopl e , we can now 

25 a ccommodate them on that site. 
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1 COMMI SSIONER GUNTER: How 15 the Navy House 

2 I i dent it ied on Exh i b it 559? 

) WITNESS CONNER: Commissioner, the Na vy 

4 House, per your request, wae removed from the exhibit, 

5 or what we understa nd your request, beca use you asked 

6 lor occupied faci lities , and we removed that building 

7 from the exhibit -- or what we unders tood t o be your 

B r equest, because you asked for occupied facilities, and 

9 we r emoved that build i ng from the e xh ibit. 

10 COMMISSIONER GUNTER: Okay. And i t was abou t 

11 1800 s quare feet? 

12 WITNESS CONNER: That is correct. 

1) COMMISSIONER GUNTER: The thing I really got 

14 hung up on was all the substatio~s. I didn't reali 7.e 

1 5 we had a house or a train i ng struc ture that wasn't 

16 there , but substations that weren' t manned. You don't 

17 really count that as available admin is trative space, 

18 tbut you do c e rta i nly coun t tra ining facilities. 

19 There 's a differe nc e i n a 200 or 400- f oot s tructure ~t 

20 a substation, so I'm going to add that bac k in. 

2 l WITNESS CONNER: Okay. 

22 COMMISSIONER GUNTER: How big is it? 18 00 

23 squa re fee t ? 

• 2 4 

25 

WITNESS CONNER: Yes, sir . 

COMM ISS IONER GUNTER: Are ther~ a ny o t hers 

FLORIDA PUBLI C SERVI CE COMMI SSION 



' 670 

1 that would fall in that category? 

2 WITNESS CONNER: commisc1oner, I'd have to go 

3 bac k through that list. I' 11 be glad to restructu r e 

4 that a ny way you' d like it. 

5 COMMISSIONER GUNTER: No, I j ust -- I didn't 

6 pic k out Navy House. As I went through them, I saw all 

7 the unmanned substations, and I know what ~ little 

a bullding is, a substation, but that would not be 

9 available primary -- I don't think you ca n ~arry 

1 0 anybody out to a s ubstation and have a traini ng cl ass. 

11 You might have . 

12 

13 

WITNESS CONNER: You might have. 

COMMISSIONER GUNTER: But it wou ld be sort of 

14 a f i& ld training, it you did. 

1 5 WITNESS CONNER: Right . I believe in the 

16 198~ data, there may be some ot the small houses around 

17 ~he Pace Boulevard site that did not a ctual ly have 

18 people in them that we used for departmental st0r age, 

19 and those houses wov ld have been removed also since 

20 they were not occupied. 

21 

22 Q 

COMMISSIONER GUNTER: Yeah, o~ay. 

(By Hr . Vandiver) Ho w much did you all spend 

23 to renovate this 1800 square tou t house ? 

24 The expenditure to renovate thr house itsel f 

25 was approximately -- I show build i ng strJcture wo rk as 
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1 $42,6 15 on the audit disclosure provided by Mr . Freeman 

2 to the Commission. 

J Q Wasn't there a lot more mo ney involved with 

4 some ut i lity problems you all ha1? 

5 A There certainly was a lot more money involved 

6 with the utility problems. The regulatory requ irements 

7 that we got i nto on that house became extensive. We 

8 had anticipated, when ~e made the decision to use the 

9 house and began to renovate it, that we would be able 

10 to use the house as is, hopefully wi th the e xi .ot l ng 

11 septic tank system to serve that house, and all of the 

12 houses along Navy Boulevard have been there for a l o ng 

1 3 time, and I would say we l l, I know al l o f them had 

1 4 septic tank systems. We had had discussions with the 

15 regulatory people locally and had understcod that we 

16 wou ld be able to install a package unit i n combinat1on 

17 with that septic tank ststem. The house was 

18 essentially completed n s !ar as reno va t ion at the poin t 

19 in time that the -- I bel i eve it was ECUA l S the local 

20 sewer company, and the county told us that they wou ld 

21 not allow that, and we had t o t i e i n with the county 

22 sewer system. At that point in time i s when the cost 

23 for regulatory requirements relaterl t o th e s e wer b~came 

2 4 highe r. 

25 Q How much money are we talkl ng about? About 
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25 

$133,000 for that utility snafu or f ixing that up, 

something like that? 

A The total cost ! or the sewer s ystea. •as 

approximately $ 50,000 . 

Q On your direct tes timony --

)672 

COMMISSIONER EASLEY: Let me ask a que s tion. 

It's a large hook-up !ee, but th is is aft e r you had 

already c ommitted the 40 -- or paid the 40-some- odd 

thousand dollars !or renovati on ? 

WITNESS CONNER: That is correct, 

Commissioner. 

COMMISSIONER EASLEY: And you paid how much 

tor the property itself , undorstand ing that that 's not 

j ust the house? 

WITNESS CONNER: Right, the o r igina l purc hase 

pr ice fo r the property was $110,000, and when we made 

the dec ision to utilize the house for tra in ing and for 

meet i ngs, the purchasec pr ice wa s al l oca ted betwee n 

g eneral plant and transmis sion plant . I be lie•e i t wa s 

35,000 to transmission plant t or land , 35,000 to 

genera l plant for land and 40,000 for the house to 

g eneral p lant. 

COMMI SS IONER EASLEY: Okay, so in effec t, if 

the decision had been made to stop , the invest~ent f or 

that part ot the property would have been l ost? 
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WITNESS CONNER: That's correct. The only 

2 other alternative at that point in time would have 

3 p r obably been to remove the house Crom the site. 

4 COMMI SSIONER EASLEY: Was there any study 

5 done to see what the relat i ve cost would have been and 

6 wh ich way was the most economic t o go? 

7 

8 

WITNESS CONNER: At that point in time ~ 

COMMISSIONER EASLEY. Uh-huh. To whether or 

9 not you ought t o spend the additional $ 50 ,000 for tl1e 

10 regulator y requirement. 

11 WITNESS CONNER: Commissioner, t here was no t 

12 a s tudy done at that point in time , and here again, I 

1 3 need to give you the evolution o t t hat project. The 

1 4 estimate we had at the time they told us that w~ had t o 

15 hook up t o the sewer system Crom lhe engineer ing firm 

16 loca l ly that was handling that Cor us was a pproximately 

17 $18,000 to make that hook up . 

18 It bec ame complic ated. We ran a two -ir.ch 

19 f orce main sewer lin ~ from the Navy House, 

20 approx imately 1200 feet. It had to c ross Navy 

21 Boulevard, whi c h is a -- essenti ally a f i ve or si x lane 

2 2 highway , require drilling under Navy 9ouevard . The 

23 reason the cost exceeded the $18,000 wa s that when they 

24 got to the Na vy Bou l evard -- to the point that they 

25 were re~dy to go under Navy Boulevard, they hit an 
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1 unmanned water main that served the navy base, and they 

2 had t o back and redrill ~nder t he street. That 

J requ i red e~ensive street repa i r on the other side of 

4 the street, and it got to be a situation that went from 

5 $18,000 t o $4 4 ,000 for t .he actual work performed on the 

6 sewer system. 

7 COMMISSIONER GUNTER: Did I hear you 

8 correctly s ay a two-inch sewer line? 

9 

10 correct. 

11 

WITNESS CONNER: Commissioner , that's 

COMMISSIONER GUNTER: That' s the t'irst 

12 two-1nch sewer line I ever heai·d of. There's a lot of 

1J things I never heard of, but that's the first two-inch. 

14 WITNESS CONNER: Comm i ssioner, I '~ c erta inly 

15 no expert on sewer lines. 

16 COMMI SSIONER GUNTER: How big is the one 

17 comi ng out of your house? Oh , okay , how big is the one 

18 that comes out o f your house? 

19 

20 

2 1 

2 2 

23 

24 two-i nch. 

25 

WITNESS CONNER: 1'm not c erta in. 

COMMI SSIONER GUNTER: You never dug one up? 

WITNESS CONNER : No , si r. 

COMMI SSIONER GUNTER: Oh, you ' re lucky. 

COMMISSIONER BEARD: : t•s bigger than 

WITNESS CONNER: I think the differenc e 
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1 probably is that that wa s a f orce main ~ewer line ~ i~h 

2 a pump located at the Navy House. 

3 

4 you? 

5 

COMMISSI ONER GUNTER : Lif t station, what have 

WITNESS CONNER: Yes, si r . And that' s what 

6 allowed the reduced size of that line . 

7 COMMISSIONER Gl~TER : Let m~ ask you one 

8 question. Do you know what t he book va ! ue or that 

9 house is today tor depreciation purposes? That sort of 

10 cuts through all the investment and what have you . 

11 WITNESS CONNER: Yes, sir. 1 don't have th~ t 

12 number with me. I think the exhiblt prepared by your 

13 auditor -- I believe it was prepared by Hr. Don 

14 Harts! ield and Bob rreeman, poir.ted out that t he 

1 '> that the total plant investme nt at that house wa s 

1 6 $23,000, but that included the furni s hings . And the 

17 a c tual plant investment was approx ima te ly hal f that 

18 number. So approx imate ly $10, 000 of plant 1nvestment 

19 i n the house. 

20 COMMI SSIONER GUNTER: Yeah. But, s~e. I c an 

21 cut through all that if I find out what it's on the 

22 books at. What you're ~arrying it on the boo ks at as 

23 plant and service. 

24 WITNESS CONNER: We can get that number !or 

25 you. 
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COMMISSIONER GUNTER: If you got the plant in 

2 service for that specif i c facil ity, all o f a sudden you 

J cut through al l the stuff abou t investments, and what 

4 have you, so that you get a better idea o f what was 

5 expens~ d and what was capitalized, and I would be very 

6 su r prised if you didn't capital ize the majority o! it 

7 WITNESS CONNER: Commissioner, I dCJ kno·.1 that 

8 t he ma j ority of it was not c ap i tal ized. 

9 

10 

COMMISSIONER GUNTER: It wa s not? 

WITNESS CONNER: No, si r, it wa s expensed. 

11 The e xhibit, again, and I'm not sure what page this is 

12 fro m, from Hr . Freeman 's audi t, but his audit does 

1J deta i ~ those in terms of the expense and capital on 

14 that p r oject, and I spent a lot of t ime wi th Hr. 

15 Freeman myself g oing through ~ 11 o f this, and with Hr. 

16 Harts fi ~:: l d. 

17 CO~ISSIONER GUNTER: Okay. But the exht b it 

18 t hat you're go i ng to provide, t hat late-filed, will 

19 give me the valu ~ of it, the value of that facility 

20 anyway. Only thing , make sure you add the Navy House 

21 on. 

22 

23 

24 

WITNESS CONNER: Yes, sir. 

~OMMI SSIONER GUNTl~: All right, okay. 

MR. STONE: Commissioner Gunter, j usL for 

25 you r edification, it is on Pa~e 4 2 c r the Comm issi o n's 
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1 audit, which I believe is Exhibit 420. 

2 HR. VANDIVER : I don't have it, but i t is 

3 Audit ~isclosure No. 18 , it appears on Page 4 2. 

4 0 (By Mr. Vandiver ) o n yo ur direc t t estimo n y 

5 we tal ked about the Graceville 4 nd Bo n i fa y o ttices a nd 

6 yo u e xp lained to me how you get mo r e , "bang t o r t he 

7 buc k " when you have the big offic e buildings that 

B you 're building, as opposed to the little o nes? 

9 A That's correct, i n terms of c ost per &qu~re 

10 root. 

11 0 In your professional opin i on wa s a ll the 

12 money that you all put into the Navy Ho us e a g ood deal? 

13 A It we had that to do over , kno wi ng wh a t w ~ 

14 know t o lay, and knowing the cost of the sewet, we would 

15 have to think long and hard a bout i t. 

1 6 0 So you could get a c o mparabl e facili t y in 

17 Pensaco l a, i f knowing what you kno w toda y, f o r a l e sse r 

18 pr ice ? 

19 A I would say the answer t o that wou l d be yPs , 

20 but we d idn't know what we know today at the poin t i n 

21 t i me we began that project. 

22 

23 

0 I appreciate that. 

Jus t one final que s t ion in t hi s ~ rca: And 

24 that is t he scheduling or these meeti ng s . Who i s y ~u r 

25 space gu r u i n Pens a c o l a ? Who d i vv ies up who get s what 
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1 meeting r oom on any given day? 

2 A That's handled in my department, in 

J accordance with the polic i es that have been established 

4 for the various buildings. We r ecogn ize that the 

5 corporate office is needed primarily for bu s iness 

6 meetings, related to the day-to-d ay operat i ons in tha t 

7 bu ilding, and that training centers are available anJ 

8 the meeti ~gs are assigned accordingly. 

9 

10 

Q 

A 

So you have a hierarc hy of need ? 

I don't know if hierarc hy of need is a prope r 

11 term, but there is an allocat ion based on the plan t or 

12 use of those buildings. 

1 3 Q What if Hr . Scarbrou~h called you t omorrow 

14 morning and said, I want to have a litt le tra in1ng 

15 s~ssion i n the Bayfront Center. Can I ge t a meeti ng 

16 roo~<~?" What would you do? 

1 7 

18 

19 

COMMISSIONER BEARD: Put h im i n the 

aud i torium, probably. (Laughter ) 

WITNESS CONNER: Hr. Vand ive r , I woJld 

20 adv i se Hr. Scarbrough, just like we have other peopl e, 

2 1 that we got the traini ng space available at Chase 

22 Street, the Navy House ib available, hut that 1f he 

2) wanted a room in the Bayfront Parkway building, that I 

24 would probabl y find a wa y to do it for him. 

2 5 Q And you'd let h im have his t r aining the r e, 
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1 wouldn't you? 

2 A I! it was critical and he felt like it was 

J critical, yes , I would. 

4 Q Okay. Merciful ly I' d like to move on t o 

5 another area i! I could, and t hat concerns Page 20 and 

6 2\ of your testimony? And this concerns the 

7 renovations to the Panama City office. 

B Could you explain to me what the nature of 

9 those renovations are? 

10 A The na~ure o! the renovations to the Panama 

11 City facility are to provide growth space for: that 

12 building. It is approx i mate ly eight years old, and the 

1) renovations will be to layout tne furniture providing 

14 eMployees the same type of style of work stations that 

15 we have in the other buildings in the Company, 

16 increas ing the professional square footage all oca ted, 

17 say, for professional employee from approximately J O 

18 square feet per employee that they have today, to 

19 approximately 75 square feet per employee as is our 

20 Company standard . 

21 Q 70 square feet for employee i s the Company 

22 standard? 

23 A It's 75 square feet per professional 

24 employee. 

25 Q How did you arrive at that figure ? ~oes the 
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Occupational Safety and Health Admi nistration have some 

kind of requ irement on you people or on a business, 

generally? 

A If they have a requiremen t on square footage , 

I'm not aware ot it. 

The way we arrived at the allocation square 

foot per employee, was going back all the wc y t o the 

1982 study that was done t o r the corporate office 

project by the Bullock Associates, wherein they c€ited 

national average figures for productive work 

environment . 

Those average figures are, for the total 

building, an average of 12 5 square feet per work 

station and then they break it down by various 

classifications. We currently provide 56 square feet 

for clerical positions, 75 square feet for professional 

pos i tions, and when you run all the numbers out, it 

averages out to about 125 square feet per employee. 

Q What I'm getting at on the Panama City 

renovations is what physically are you going t o do to 

the plont ? I mean you're not iust going to paint the 

walls. Brir.ks nnd mortar; what are you goiny to do ? 

A The renovation pro ject consists of going tn 

and taking the furniture systems, adding new 

furnishings that are required to achieve 75 square feet 
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per emp l oyee, refurbishing the old furni s hings that a r e 

2 already t .h e re to acc ommodate the new l ayout --

) Q And you a l l - - what acc ount ' s that in? The 

4 Panama City ottic e building? 

5 A The a c count tor the renovat i on wou ld be 

6 0 9 0935900 . 

7 Q Okay. Could you take a l ook , p lease , si r . at 

B Exh ibit No . 479 ? I believe that ' s - - a nd I ' ve got one. 

9 

10 

CHAIRMAN WILSON: What is it? 

MR. VANDIVER: This is a list ot ret i r eme n t 

11 units, Commissioners. 

12 Tho purpose ot this line ~ t que stioni ng is , I 

13 be l ieve they've expensed al l o f this, and I ' m 

14 questioning whether or not some ot tha t s hou l d ha ve 

15 bee n c apitalized. 

1 6 

17 

A 

Q 

Was that a quest i on? I'm s o rry? 

No, it wasn't. It wa s an explanation to the 

18 Commiss i one r. I want you to l ook pl ease, sir, : r you 

19 wou ld , at Exhibit Nn . 479. 

20 

2 1 

A 

Q 

I'm no t sure I've g ot t hat exh i b i t . 

Okay. I'll provide yo u with a copy. I' d 

22 a l so like to pass out, a t this time , a p or t i on ot t he 

23 

2 4 

Comm i s~ion rules relating t o r e t irement un i t s . ( Pause ) 

In your test imony , si r , you re~er to t he fERC 

25 a ccou nt , but you d on 't r e f e r to thi s Comm ission' s rule s 
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as to capitalization and so forth, is that correct? 
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Q 

I believe that's corroct in my testimony. 

Now, b~sically Exhibit No. 479, which I 
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4 believe you have now, is nthe } j st" that 's r e ferred to 

5 in this rule, is that your understanding? 

6 A I'm not an accountant, but that's what it 

7 appears to be. 

8 Q Now, what I want to do is I want to wall<: 

9 through what you're doing to the Panama City o ffice a~d 

10 I want to dee if anything ralls in Exh i bit 479, whi c h 

11 wou : d mean it should be capitalized, is that cor~ect? 

12 A 

13 effort. 

14 

15 

Q 

A 

I think I can clarify th i s and save yo u that 

S'..lre . 

We have a PE, which is Plant Expenditure 

16 4377, titled, "Panama City Additions" which covers the 

17 plant portion of that project. The curr ent budget f or 

18 tha t is $622,000 . The expense portion, whi c h is what 

19 I understood you asked me a few minutes ago, i s covered 

20 under t .he expense budget and that is account 090935900 . 

2 1 So tt iP both - - there a r e both plant and 

22 expense dollars associated with the project. ~lant 

23 dollars, we have met with o u.r Account iny Department a;-ad 

24 they have helped us allocate the planned worl<: at that 

75 building for b~th the Commiss ions' rules and FERC, a nd 
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I our p lant a c c ount i ng peop le a r e t he o nes that helpe d us 

2 allocate the d ollars betveen the PE and the expens e. 

) Q And your a ccount i ng f olks told you the s plit 

4 be t we e n c a pitali za t ion a nd expens e was correct ? 

5 

6 

A 

Q 

Tha t is correct. 

Oka y. I ' d l i ke t o move o n now, and I have 

7 a nother e xh i b it I'd like t o pass out, s i r . This i s t he 

B one t ha ': I gave yo u t t.i s morning, s ir. It 's Exhibit 

9 No . 477, as r e vised by late-filed Exhi b i t No . 5 59, 

1 0 excluding substatio n buildings. I be lieve this i s one 

1 1 o f the var i a t ions that Commi s sio ner Gun ter a s ked for . 

12 It' s un fortunate that -- ( Paus e ) 

13 CHAIRMAN WILSON: Do we ne ed a new number f or 

1 4 this? This i sn ' t an existing eYhibit, is i t ? 

l S MR . VANDIVER : No , sir , I th i nk it's a 

1 6 c o mb i natio n ot two earlier exhib i t s, a nd j u s t fo r 

17 s a fety purposes we probabl y should give i t a ne 1.· 

1B number . 

19 

20 

2 I Q 

CHAI RMAN WILSON: 6 21. 

( Exh ibit No . 6 21 ma r ked fo r 1d e ntifi c at 1on.) 

(By Mr . Vandiver) These ques tions all r elate 

22 t o Exh i b it 62 1 , sir . 

2J Th is c hart t e l l s me tha t be twee n 1984 and 

2 4 1990 pro j e c ted , Gu l f Power ha s bu il t 330,020 s q uare 

25 f e et o f utility bu i ld i ng space in Pensaco!a. Would you 
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agree with that? 

2 A I would aqree that that's what this exhioit 

3 shows. 

4 Q And during this ~ame period Gulf added 54 

5 employees i n Pensacola , is that correct? 

6 A That is what this exhibit shows. This 

7 exhibit, though , is not what Mr . Gunter as~ ed !or on 

8 the stand the ot.her day. You sti 11 have bu ildi ng s that 

9 are not occupied on here . You also have the gen~rating 

10 plants o n th i s exhibit, as I look at it. 

11 Q Commissioner Gunter isn't here and we' ll just 

12 run through this one and then perhaps he'll have some 

13 questions about this one when he returns. 

14 CHAIRMAN WILSON: Th is has buildir.gs that are 

15 not occupied? 

16 

17 it does. 

18 

WITNESS CONNER: Commissioners , I r ead that 

KR . STONE : Perhaps Mr . Conne r could explai n 

19 what you mean by "not occupyied.". 

20 COMMI SS I ONER BEARD: Before you do that let 

21 me asx you a question. Go down here to the Lemon 

22 House, it's been demolished, right ? 

23 

24 

WITNESS CONNER : That's =orrect. 

COMMISSIONER BEARD: Was that figure 

25 subtracted out to get the 3 ~ 0,000 differenc e? 
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WITNESS CONNER: Yes, it was. I believe over 

2 in the thiL·d coluan trom the right , o r the the four th 

) column troa the right, is where t.hat is taken out o n 

4 the difference. 

5 COKHISSIONEh EASLEY: Well, on the colu~1 

6 marked "in uso and not in use," it appea r s that wher~ 

1 it's not in use it has also been subtracted ou t . Under 

8 the one shown as •present status end use ," are there 

9 some where they are not occupied, even though they are 

10 in use, is that what you're saying? (Pause} 

1 1 WITNESS CONNER: The one example that just 

12 kind ot jumps ott the page at me is the Credi t Union 

13 and the Western Division dr i ve-thru, that drive-thru is 

14 not occupied. 

15 Commissionar easley: Well, those show as 

16 zeros, though over in the ditferenL total ut ility 

17 column? 

18 WITNESS CONNER: Right . Commissioner, I have 

19 not had time to study this exhibit. 

20 COHHISSTONE'.R EASLEY: I understand. 

2 l CHAIRMAN WILSON : Why don't we talte about a 

22 10-minute brnak bnd you ca n use that time to look at 

23 the chart. 

24 

25 

COMMI SS IONER EASLEY: Good idea. 

(Brief recess.) 
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(By Mr. Vandiver) Mr. Conner, between 198 4 

3 and pro j ected 1990, accord i ng to this exh i b i t, Gul f 

4 either demolished or sold 21,600 square feet o! o tr ice 

5 space, wh ich housed 23 empl otees. Where we r e these 23 

6 employees relocated? 

7 The 23 employees were reloc ated to tne 

S Corporate Office Building, as is covered in my d i rec t 

9 testimony pretty extensively. That spa~e r e presented a 

10 temporary solution to space support for the Corporate 

11 Ot! ice Build i ng or tor the corporate o ff lce employees 

12 wh ile the Corporate Office Bullding wa s being bullt. 

13 Q When you demolished these bu i ldings, how is 

14 that land currently being used? 

15 The land i s in plant -- I' m not sure whether 

16 it's in plant in service or plant held f o r fut ure use. 

1 7 But it's used to support the needs o f the Pace 

18 Bou l evard complex and the functions listed on the 

19 schedule in my exhibit -- I don't have the number, out 

20 it 's in my exhibit to rebuttal t estimony . 

21 Q The Faith Building here wa s so ld, is that 

2 2 correct? When was thi e sale completed? And was there 

23 a gain on the sa le? 

2 4 A You're correct that the Faith Bu il ding was 

25 s old. That building has a story behind it ~lso. 
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1 We initially leased that building to support 

2 the temporary needs of the Company until the Corporate 

J Office Building could be built . The owner of tha t 

4 buildin~, I'm not sure whether i t was corporate 

5 bankruptcy or personal banlcruptcy, but in any cas~. the 

6 building was sold on the steps of the courthouse . nnd 

7 Gulf Power Company had a decision to make as t o whether 

8 to buy that building or r isk someone else buying it and 

9 evicting us from it and then incurring the costs to go 

10 and lease other space. 

11 The Company bid on that building and was 

12 successful bidder . I don't have the exac t number with 

1) me. My memory i s it was around $200,000, was the 

14 purchase price of it. And it wa s used -- e xc use me. 

15 0 When did you all buy it, now? When was that 

16 $200,000 expended? 

17 A Just a minute. (Pause ) 

18 The building was auct ioned ott in December o f 

19 198 3 and I believe the actual ti t le is dated Dec ember 

20 21st, 1983. We had occupied the build i ng on a lease 

21 basis, on a lease that began January 1st, 198 3, as a 

22 part of the temporary space allocation pl a n that wa s 

23 put into effect in 1982. 

24 And as I said, that building, we did purc hase 

25 it. My memory is that it was a tradeo ff ba sica lly 
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1 between the final p urchase -- the purchase price a11d 

2 what we sold it at. 7ne selling pri ce was less than 

J the purchase price because of the deterioration in that 

4 section of town. The local ~arket tor real estate in 

5 that section of t o wn went down and so, !rom strictly a 

6 sa l e of facil ity point of view, it Wd S not a gain 

7 there. 

8 But it did offset for the period of time that 

9 we stayed in the building between 198) and 1987, when 

10 we moved into the Corporate Offi ce Building . And 

11 purchasing and general services we r e loca ted in that 

12 bui l ding. When those two depa rtments moved into the 

1) Corporate Office Building in '87, we had avoided the 

1 4 lease o n that building all that time and it ba sicall)'' 

15 was a wash between the avoided lease and the loss on 

16 the sale . 

17 

18 

Q 

A 

And you all sold it in '87, i s that correct ? 

I don't believe it was sold in '87. We 

19 ceased occupying it in '87 and put it the market. And 

20 i t was February 28th o f ' 89 was when iL finally sold. 

21 

22 

2) 

Q 

A 

Q 

What did you all get for it? 

The s e les agreement was $150,000. 

And how is that $50,000 loss a ccounted for on 

24 your books and records? 

25 A I c ouldn't tell you. 
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Q 

Cou ld Hr. Scarbrough tell me ? 

I'm sure he probably could. 

Okay. I'll defer that to him. 
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COMMI SSIONER GUNTER: Was $200,000, wa~ that 

5 the purchase pr ice? 

6 WITNESS CONNER: Commissioner, I have ~ ~at in 

7 fro nt ot me and it appears the purchase pric~ was 

8 $210,000. 

9 

10 

11 

12 

13 150,000. 

14 

15 

H. 

COMMI SSIONER GUNTER: 2107 

WITNESS CONNER: Yes, sir. 

COMMI SSIONER GUNTER: And you sold it when? 

WITNESS CONNER : We sold it i n '89 for 

COMMISSIONER GUN fER: Whe n in '89? 

WITNESS CONNER: FeLr,Jary the 2Ath. 

COMMISSIONER GUNTER: February 28. So you 

17 had six years depreciation on the faci lity, is that 

18 cor r ect? 

19 WITNESS CONNER: I believe that would be 

20 correct. 

2 1 COMMISSIONER GUNTER: That's right. Six 

22 years depreciation on the facility . Have you ~ot any 

23 wild idea ot what deprecia tion schedule you all took? 

2 4 

25 

WITNESS CONNER: No, si r . 

COMMI SSIONER GUNTER: So in ord er to do that, 
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1 we would really need t o know what the book value wa s at 

2 t he time you sold the facility and then what you sold 

J it for in order to make that evaluati on, isn't that 

4 correct? 

5 WITNESS CONNER: I believe that would be 

6 c orr3ct . And to look at the total picture, you al~o 

7 would need to c onsider the avo i ded lease pJyme~ts. 

8 Since we owned that building f or those six years and 

9 occupied from '8J to '87, we avoided paying tt.e ! ease. 

10 COMMISSIONER GUNTER : But the issue of the 

11 question is before . It doesn ' t have anything to do 

12 with the lease . It was just the purc hase and sale and 

1J the ~ain on the sa l e. How it was handled for any loss, 

14 that' s a d ifferent issue as to the cost ef(ectiveness 

15 is what you're trying to get at. Go ahead. 

16 COMMI SS IONER BEARD: Let me bac k up just a 

17 second. 

18 Awhi le ago you talked about 12 5 squar e fe e t 

19 per employee on average. 

20 

21 

WITN ESS CONNER: Yes, sir. 

COMMISSIONER BEARD : That includes hallways, 

22 ba t hrooms, training space ? 

2J 

24 

25 

WITNESS CONNER: No, sir. 

COMMISSIONER BEARD: What doe s it inc luue? 

WITNESS CONNER: The referenc e I made a whi l e 
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1 ago was work stations, working space. 

2 COMMISSIONER BEARD: Yes, I know. The 

3 secretary gets an eight by seven work space, and the 

4 professional gets a nine by seven work space, wh ich 

5 means the president gets the eleven by seven ~ork 

6 space, right? That's that averaqinq we learned abou~ 

7 the other day. 

8 

9 

WITNESS CONNER : There is a ratio there. 

COMMISSIONER BEARD: I don't un~er~tand 

10 averages as good as I thought I did. 

11 WITNESS CONNER: The 12 5 feet is net work inq 

12 space. And then you h ave adders on top of that for 

1) circulat ion and support space. And when you add it all 

14 up, it works out to approximately 240 gross square feet 

15 per employee. 

16 COMMI SSIONER BEARD. 240 square foot per 

17 employee? 

18 WITNESS CONNER: That' s the gross based on 

19 the office area of any building that woulrl be invo lved , 

2C and 

21 COMMISSI ONER BEARD: That would include 

22 average training space, hallways, bathrooms, cafeteria? 

23 WITJ:ESS CONNER: That would not include those 

2 4 items. Those items are considered specialty items 1n 

25 addition to the 240,00u square feet -- o r 240 square 
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1 feet per emp l oyee. 

2 COMMI SS I ONER BEARD : Well, let me back up. 

3 You said secretarial-clerical gets 56 square 

4 feet ? 

5 WITNESS CONNER: That's correc t. 

6 COMMISSIONER BEARD: Professional gets 75 

7 square t eet . How do you get the 125 on average on 

8 that? Let's back into that p iece. 

9 WITNESS CONNER: Well , you have to extend it 

10 o n out t o get the overall average t o look at what 

11 supervisors are assigned, and the n wha t managers a r e 

12 

13 

15 

a ssigned , what general managers are assigned. In t erms 

ot square f ootage , and tht>n our vice presidents and the 

!president 's office . 

COMMISSIONER BEARD : I guess what I'm trying 

16 to figure o ut is normally you have got a lot more 

17 c lerical and pro fesslonal than you do supervisors, 

18 managers and v ice pr esidents? 

19 WITNESS CONNER : Right . 

20 COMMI SSIONER BEARD: So it' s going t o take a 

21 hell of a square f ootage on a f ewe r nu~ber of people to 

22 average out, it would seem. 

2 l WITNESS CONNER: We ll, I can r un through 

24 those square f ootages for you. Wa have gone thro~gh 

25 this with Stat! and shown them how we c alculated those 
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If you extrapolate that 125 squa r e feet out 

with the adders for circulat ion , et cetera, it pru j e c ts 

out to a building size of 314,000 square feet of gross 

area and our building is actually 308,000 gross L quar.e 

7 feet. So we're well within that average once you 

8 extrapolate all the numbers out. 

9 But to go through the square footageb of work 

10 station area for each employee, okay? 

11 COMMISSIONER BEARD: I'm interested, but I ' m 

12 not that interested . 

lJ Q (By Mr. Vandive r) so we go back to Hr. 

14 Scarbrough on how that loss was accounted for. 

15 But it' a your basic testimony that your l ease 

16 payments from 1983, when you bought it on the 

17 courthouBe steps, to February of 1989, when you so ld 

18 i t, would have equaled $60,000? That loss from the 210 

19 to the 150? 

20 

21 

22 

A 

Q 

A 

I believe that would be correc t. 

Okay. Where is the Pine Forest area located? 

The Pin e Fo rest area is on Pine Forest Road, 

23 which is in the northwest section of Pensacola area. 

24 

25 

Q 

A 

No:-th of I-10 . 

It' s adjacent to I-10 . Probably the f acility 
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1 there is about a mile off of I-10, west of Pensacola . 

2 0 How, between 1984 and 1990 , Gu lC construc ted 

J new facilities at Pine Forest !or a meter shop, and 

4 stora g e and substation building, is that c orrect? 

5 

6 

A 

Q 

7 located? 

8 A 

I believe that 's c orrect. 

Where were these facili t ies previous l y 

Thoae facilities, I would n~ed to go through 

9 them one by one, but the substation did not exis~ prior 

10 to t hat. It was a productivity measure, wh ich the 

11 Company built a building to improve productivity. 

12 That' s probably a good example t o l ook at in terms o f 

1 3 g rowth bec a u se this Commission had its audit team come 

1 4 o ver in 1 983 and do a management audit on the Company . 

15 One ot the th i ngs t hat they f ound in that management 

16 audit was that we had studied substations and the wo rk 

17 done by our substation people, and had f ound that we 

18 could achieve s~me savings to the Company i f we built 

19 buildings at the various service centers in the Company 

20 to support minor suDstation work. And the audit ! ound 

21 that we should be building those buildings now. We 

22 were trac ked on our progress on those buildings to 

23 ensure that we did build them t o achi~ve the savings 

24 that we said we could achieve . And I believe the 

25 reports were tiled quarterly to the Commission on the 
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3 The meter shop represents growth in the Pine 

4 Forest Building itself. A study was done on that 

5 building which showed that he:e again, that was one of 

6 the first buildings the Company built with open office 

7 furniture, in the open-offic e concept. Pro fessional 

B ~mployees in that building were given 30 s qudre teet ot 

9 work-space area per employee, when o u r study ln '82 

10 showed that 75 square teet was more in lin~ with a 

11 productive work environment. 

12 That building was opened, I believe in 1971, 

13 and it was renovated in ' 88, ten years later, 

14 appoximately, to go back and achieve a better 

15 productive work situation in the Pine f orest facility. 

1 6 When we calculated the numbers out, the office space in 

1 7 that building expanded. 

18 One ot the alternat ives, and the alternative 

19 that was used, was to use the old meter shop building 

20 -- excuse me, the old meter shop space in the Pine 

21 Forest office portion tor office space and to go out 

~2 onto the Plne ForeGt complex site and to bui l d a ne w 

23 meter shop in lieu of adding on to the offi c e building 

2 4 to provide new office space. 

25 It's a case of when you grow, what gets 
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1 bumped, and in this case the meter shop qot bumped, a~d 

2 the meter shop ended up out on the site. It improved 

J th~ functlonal nature of the meter shop a lot because 

4 customers could now back a truck direc~ly into that 

5 building. The employees that accessed the meter shop 

6 did not tend to be ottice employees, they tended to ~ 

7 line service people. 

8 So there &ren 't any professionals at the 

9 meter shop then? I misunderstood you. 

10 A There is a supervisor. I'm not sure if they 

11 have any analysts . I think there is an analyst 

12 assigned to the meter shop , but I'm not that familiar 

13 with their compleme~t. 

14 0 I misunderstood aga in. I assumed a meter 

1 5 shop was the place where you all tested and fixed 

16 meters . 

17 A That's correct. 

18 0 Why would a customer ever want to drive up t o 

19 that? Don't you all go out to the c ustomer's loca t ion, 

20 pull the meter, take it in for the oench test? 

21 Hy understanding is that c ontractors come t o 

22 the Company to pick up meter can6 . 

23 0 And you let your al ~ 's me ters you put yo u r 

24 meters in the hands of these contrac t o rs ? 

25 The meter cans, not the meters . 
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COMMISSIONER BEARD: Don't you pi c k up the 

2 meter can at the warehouse and not the mete r sho~ ? 

1 That ' s where most people keep them. 

4 WITNESS CONNER: Commissione r , at Gult Power 

5 Company , the meter shop at Pine Forest is whe r e all t~e 

6 meters and the meter cans ar e ke pt from my 

7 understanding. And that ' s where allot o ur l ine 

8 service !unctions aro based in Pensacola , and --

9 COMMISSIONER BEARD: And you r keep YOl' r me ter 

10 c an inventory at the meter shop? 

11 WITNESS CONNER: I would guess that it would 

12 probably come through the warehouse and then go to the 

: J meter shop, but my understanding is the contrac t ors do 

14 receive that at the meter shop at Pine Forest. 

15 COMMISSIONER BEARD : Hight want to c heck that 

16 out. That surprises me . 

17 Q ( By Hr. Vandiver) And that meter s hop is f or 

18 your e nt ire service area, so -- is that what you j ust 

19 testified? 

20 A I think f rom a testing point of view, yes. I 

21 think !rom - - and this may address where Commissioner 

22 Beard is coming !rom -- is that i n the Panama City 

23 area, I doubt serious ly the contractors would dr i ve t o 

24 the Pine Forest meter shop. They probably do p i cY ~hem 

25 up at the warehouse there. The Pine Fo r est f acili ty 
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1 does have a warehouse, but my understanding is they 

2 pick up the meter cans et the meter shop there at Pine 

3 Forest. 

4 Q So it I were an elec t r ic con Aumer out there 

5 and I lived in Panama City and I thought my meter wa s 

6 running fast or slow, whichever one it is, and I askPd 

7 you all to test it, you all would take that ~eter bac k 

8 to Pensacola and test it? You all wouldn't test it 

9 anywhere in Panama City at any of your f ec ilities 

10 there? 

11 This is getting a little bit outside of my 

12 a rea of responsibility, but my understanding iR that 

13 it's tested in Pensacola . 

14 0 Okay . Now , I'd lik~ to talk about that 

15 storage area at Pine Forest if I could for a l i ttle 

16 bit . S ince 1984 , you all have added 3,000 square fee t 

17 at Pine Forest . And the third floor o f the Corpo rate 

l P Office Building is us~d for storage, and there' s 24, 000 

19 squ are feet, ap~roximately, at the genera! warehouse . 

20 Can you give me a feel tor wha t types of things a r e 

21 stored at these var ious locations, just a general i d e a ? 

22 I mean, I don't need to go into t he 

2 3 A Let me give you a g9 nera l idea on that , but 

24 let me correct some mi spercept i ons about th is Ex1.i bi t 

25 4 7 1 tha t may exist, if they do exist. And the --
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during previous testimony just before the break, I was 

given an opportunity to study this. I had indicated 

befor e the break that some buildings are unoccupied. 

This Pine Forest storage i s a good example o f th.1t . I 

did not intend in any way to say that those buildings 

were not in use . The Pine Forest sto rage is i n use, 

just a s all the other buildings are i n use. w~ just 

don't have people ~&signed to them. 

Another problem with th i s exh ~ b i t i s th a t -­

as with this example, it includes multipl P and various 

!unctiuns . This exhibit includes office s pac e. It 

include s, in the case or t he growth or the corporate 

ottice, the parking garage underneath the cor pora t e 

ottlc\1. It includes the third floo r that you jus t 

referenc ed. There's just a multitude ot func ti ons 

here. And It makes it very diff icult t o try t o draw 

conclus i ons from it. 

30,000 

To get to your question on the stor~ge, the 

o r J,ooo square teet or storage at Pine 

Forest is a storage building to provide protection for 

wood ree l s and other line service equipment that is 

stored out on t h e site, and here again, this is wh e r e 

this exh i bit is c ausing me some contus i o n in trying to 

prepare t o answer questions. That, in some people's 

mind, may not even be a building . It's 'n open-storage 
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building that you bring the line servi ce component~ 

that we understand need protectio n f rom the weathe r , i n 

out of the weather and store those. I believe there's 

also PVC underground conduit in those bu1ldings, s to~ed 

to keep them out of the sun so that you don't have 

deterioration o n that conduit. 

Q Talking about just about a ti n ~oof wi ~ h some 

four-by-tours or - -

COMMISSIONER BEARD : Commissioner Gunter 

would cal l it a pole barn, but it would be on e of t h em 

fancy metal pole barns? 

WITNESS CONNER: It' s a fanc y metal po l e 

barn . 

COMMISSIONER GUNTER: Butlor building with no 

sides? 

WITNESS CONNER: I believe it does have 

sides. I think it's got three sides o n it , a nd o n e 

side is open so you can get fork li f~s i n and o u t a 

jeep for retri e ving material . 

Q (By Hr. Vandiver) I didn't mean t o 

interrupt. Go ahead, sir. 

A I 'm through . You also asked about the t h i r d 

floor. 

Q Yeah . 

A I had covered that , I think befv r c , that that 
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1 is basically our company-wide furniture storage. 

2 Q You did. I asked you that on direct. I 

~ apo l ogize, sir. 

4 Did you all ever cor.sider using any of that 

5 third floor to- m.eeting space, training space? 

6 The third floor could be used tor that, but 

7 it would be very expensive to do so. The third floor 

8 is bas ically shelled in, that is protected from the 

9 weather . It does not have all the electric al r~n now. 

10 It does not have the air handlers installed now. And 

11 to use any por tion of that t h ird floor !or that type of 

12 meter, we would have to go in and install the restrooms 

~) to handicapped code. We wo~ld have to find a way to 

14 have proper ingress and egress to meet fire codes. 

15 Essentially, you'd have to go in and finish, I would 

16 guess, a fourth or a third of that floor, maybe even 

17 half of that floor, in order to get the restrooms, air 

18 handling rooms, electrical closets, the telephone 

19 closets, t hings that we did not make the itaitial 

20 investment in, installed to utilize the floor training 

21 space today. 

Q Didn't you tell me on djrect you all had some 

2 ) office space there, some kind of -- some of yo ur people 

24 were housed thu re on the third floor? 

25 I don't believe I did. I did say that !. t is 
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1 used to support my function, which is a building 

2 maintenance shop. That doesn't -- I don't have people 

J permanently assigned to the t .hird floor. 

4 0 Okay. When nev buildings are construc ted r or 

5 similar uses, that is garages, meter shops, loc al 

6 o tt ices, does Cult usc the same design and plans, et 

7 cetera ? I just noticed that Graceville and bonifay 

8 ofticea were exactly identical in square rootage. 

9 That's what brought it to mind. 

10 A Right, we try to -- tho best example I can 

11 think for that is the substation buildings tha t I 

12 talked about previously , that t he Commission followed 

13 up with us to be sure we did build those buildings , in 

14 that c ase, those were done on, I believe, a hybr i d 

15 design-build basis, to where we got a basic fl oor p lan 

16 and then used that same floor plan in other buildings 

17 o n a design-build bas is, to reduce the cost of 

18 architec tural tees and design fees and still 

19 accommodate the individual needs of eac h divisi on. 

20 0 It Gulf discontinues its applianc e s a l es and 

21 service operations, would Gulf's building requir e me nts 

22 be reduced? 

23 

24 

A 

0 

Repeat the question, please. 

It Gu l f discontinues its applianc e sal es and 

25 ser~ice operations, would Gulf' s bu ild i ng requi r ements 
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1 be reduced? 

2 A I thinK the question -- that questi. 'Jn could 

J be ~nswered -- or has to be qualified on timing. If it 

4 happened this afternoon, yes. If it happened over a 

5 phased basis, probably the answer to that would be no. 

6 For example, in the Panama City fac ility, we show a 

7 need for J500 -- approximately J500 square teet of 

8 additional space to support the office needs ot that 

9 facilitiy. And the way it works out, the appliance 

10 sales floor is close to that number. If they moved out 

11 tomorrow, I would be able to take that sales floor, 

12 convert it to office space and greatly reduce the plant 

lJ expenditures planned for ttat building. so it's a 

14 case-by-case basis that you have to look at. 

15 Q Okay . Certain build ings on thi s thing a re 

16 designated as temporary. could you explain that t o me, 

17 please, sir? 

1 B A Yes. The temporary buildings on -- thi s ls 

19 on your Exhibi~ 477? 

20 

21 

Q 

h 

Yes, sir. 

The tempora ry buildings are part of the plan 

22 that's covered in my direct testimony fr om the period 

2J of 1982 through Marc h of . 987, when we ut ili zed 

24 temporary buildings and facilities to basically get by 

25 and overcome our serious space defic i encies until WE' 
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1 could occupy the new building, new c orporate of fi c e 

2 building i n March ot 1987. I think it's impo rtant to 

J un~erstand, 4gain !rom your Exh i bit 4 77, that as muc h 

4 as I think every is trying, it is ve1·y diffi c ult t o g et 

5 an apples-and- apples comparison here. 

6 In 1984, we had ser ious space det'iciences in 

7 ~he Company. In 1990, we have growth provided in ou r 

B facilities tor the most part. So you're not talk~ng 

9 apples and apples in trying to make any comparisons 

10 betwP;en those two areas . ~nd it -- I wi sh it c ould be 

11 simplified, but it's just a lot of int'ormat ~ on he re, 

12 and it's going to be hard to mdke heads o r tai ls out o f 

1) it. 

14 

15 I c an . 

1 6 

MR . VANDIVER: I'm slugging through the best 

COMMISSIONER BEARD: I f you l ook at th is 

1 7 thing just i n a real rough deal , and you take 84 and 

18 divide by the number ot employee s, you've got about 244 

19 square foo t pe r employee wh ich is a very -- you said 

20 times were tight, and it' you go t o 90 you've got about 

2 1 J98 square foot on average per employee wi th growth 

22 built into it. 

23 COMMISSIONER CONNER: Commissioner, I don't 

24 dispute the numbers that you j ust ca lcu la t ed but I 

25 would c aut ion you that whe n you start bu lld 1 ng 
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1 substations, which were built , you 've qo t those 1n ~hat 

2 number; you've got a lot of information in the numbers. 

3 And even on the corporate office bujlding, my 

4 understanding of what was r equested for th is exh i bit 

5 was total square footage, and total square footage of 

6 the corporate office building includes a third f loor, 

7 which is a building maintenance shop; it also i ncl ude s 

8 the basement, whic h is as parking garage , and neither 

9 one ot those floors have any employees assigned to 

10 them. I think. it would take a great dea l of study to 

11 start drawing any ot those kind o f comparisons. And 

12 your Stat! reviewed extensively all of the studies on 

13 the corporate office building, how those square 

14 footages were calculated, and it works out to match 

15 almost exactly what the 1982 study recommended tor 

16 productive work environment. 

17 COMMISSIONER BEARD: Which o f the build ings 

18 in that top piece t~ere on the first page are 

19 substations? 

20 KR. VANDIVER: Commissi oner Beard, i f you're 

21 looking at Exhibit 621, that sheet that we j ust pa ssed 

22 out. 

23 

2 4 

COMMISSIONER BEARD: Vh-huh. 

MR. VANDIVER: At the bottom it says , 

25 "excluding substation buildings." 
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l It's my understanding that this exhibit i s 

2 exclusive of substations, and perhaps Hr . Conner c ould 

) correct me because I j ust don' t know. I'm j ust reading 

4 what i t s ays . 

5 WITNESS CONNER : I do need to cor r ect that. 

6 If you look at the second p age of the exhibit, the t op 

7 g roup there where it says •Fort Walton substation," 

8 that 1s not a substation; that is a mi nor repair 

9 facil ity that supports substations, a nd employees do 

10 work in that bui lding and it is occupied. 

11 COMMISSIONER BEARD: I was rea ll f jus t 

12 looking at the first page up o f Pens acola, t o be honest 

1) with you. I was j ust looking f o r some trer1ing. 

14 That's okay. Go ahead. I d idn't mean to interrupt . 

1 5 0 (By Mr . Vandiver ) I'd like t o shift ge ars 

16 again , please, Kr. Conner . 

17 What ' s Gulf Power Company 's relationsh i p t o 

18 the c redit union? 

19 A The Company credit union leases s pace !ro m 

20 the Compa ny in a building located at Pa c e Boul e va r d . 

21 

22 

2J 

0 What ' s the amount of the leas e income ~nd 

which account is it recorded in? (Pause) 

A Hr. Vand i ver, I'm not sure I've g ot th a t 

24 information with me on the stand. I can p r ov ide t hat 

25 tor you. It 'll takes some researc h t o g e t it. 
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1 Q Maybe we can get by without a late-filed. 

2 think this record is replete with enough exhib1ts, 

3 quite frankly. 

4 Do you have a feet for how much --

I 

5 COMMISSIONER GUNTER: Before you ieave th ~ t, 

6 where were they in 1984 ? Where was the c redit union in 

7 1984? 

8 WITNESS CONNER: Commissio ner, I believe the 

9 credit union, in 1984, was at the sawe p l a c e i t wa s in 

10 1990; they ha ve n 't moved. 

11 COMMISSIONER GUNTER: Fine. I j ust wanted t o 

12 make sure when we get our discussions we ' re talk ing 

13 apples and apples . 

14 Q Do you know how those lease payment s compare 

! 5 to similar leased space in the Pensaco l3 area? 

1 6 A The lease payments, 1 believe , right now are 

17 probably well, it's hard to say, if you compare il 

18 to the Pace Boulevard area, because the Pace Boulevard 

19 area has been very depressed. There are a couple of 

20 leased build i ngs right up the street that have been for 

21 lease now for two or three years that are still vacant 

22 and they'v~ no t been able to lease them. So I'm not 

23 sure if it even has market value i f you can't l ease a 

24 bui l ding. 

25 But we th ink the lease wi th the credit uni o n 
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1 was negotiated to basically pick up where they left off 

2 from their o ld lease, which was probab ly a littl ~ below 

3 market value, and to gradually phase them 1n t o ma rket 

4 value over the term of the lease, to not h it it all a t 

5 one time. And it phased it in ~nd brought it up. And 

6 over tive years, I believe i t's a five-yea r term on 

7 that lease, it will be to what, roughly the equivalent 

8 of market value. 

9 0 And, excuse me, what year is that going to 

10 get to market value? 

11 A It's a five-year lease. I belie ve it was 

12 n egotiated in '89, so that wou~d be '94. 

1.) 0 

14 on t hat. 

15 

16 

A 

0 

I think I will ask for a late-flled exhibit 

I'll be happy to provide it . 

Thank you. 

1 7 The sho rt title would be Compar isun o f Lease 

18 to Market Value for the Credit Union, and I'd like it 

19 j ust for the terms of the lease f rom '89 forward 

20 through the f i ve years. 

21 COMMISSIONER GlWTER: Hr. Vandiver , would you 

22 be interested in knowing what is prov ided under t hat 

23 lease? 

24 HR . VANDIVER: Yes. Yes, I probably wo uld 

25 Commissioner Gunter 
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COMMISSIONER GUNTER: Some leases, you know, 

2 you've just got the S~\are footage; other leases you 

J have uti l ities . You know, you have in various terms o f 

4 leases just a pure dollar amo unt doesn't really tell 

5 you anything until you know all of the items of value 

6 that are there. 

1 MR . VANDIVER: It he could just attach a copj 

8 ot the lease that would be tine, and Staff can take a 

9 look at that. 

10 

11 62 2 . 

12 

CHAIRMAN WILSON: That will be Exhibit Nv. 

WITNESS CONNER: The lease would spell all 

1J of that out. 

1 4 MR . VANDIVER: Thank you, Commissioner 

15 Gunter . 

16 (Late-Filed Exhibit No. 622 identified.) 

17 0 (By M.r. Vand iver ) I just have two remai ning 

18 questions. 

19 Coul~ you provide t or the Wh i t e House the 

20 amount included in rat~ base and c urrent use t est yea r 

21 expenses? Do you have that with you, si r ? 

22 A I do not . 

23 0 What ia the White House? 

24 A Let me ans wer your first question fi r3t. 

25 0 Okay. 
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1 A I do not have the amount wi ~h me; that' s p~ rt 

2 o f the information that's being researc hed f o r th i s big 

) exhibit that we're trying t o pull together . 

4 The White House is one o f the tempo r a ry 

5 buildings that was used to support the tempo rary of f ice 

6 opac o needs of the Compar.y between 198 2 and March o f 

7 1987 when we moved to the corporate offic e . Si n~e 

8 March of 1987 it has been used to support sho p space , 

9 which was relocated out of the general wa reh o use , t o 

10 decrease the access of psople in and out o f the 

11 to~arehouse, improve security at the warehou s e . And it 

12 has supported the needs of our Relay and c ommun ica t ions 

1 3 Department since between March of 198 7 thro ugh t oda y . 

14 The White House is-- well, that 's bas i c ally 

15 the summary of it. 

1 6 Q And that exhiblt you all are prepar i ng will 

17 inc lude the amount of the White House i nc l uded in rate 

18 base and c urrent test year expe nses? If tha t · s so I 

19 don't need that late-filed then 

2 0 

2 1 

A 

Q 

The exhibit will include tha t . 

Thank you. 

2 2 one final th i ng: Just l ooking at t h is e xh ibit 

23 and running through it, everything i ~ i n Flo r ida e xc e pt 

2 4 f o r the very l4st one, and that' s Wash ington, D.C. As 

25 long as we •.tere talking about t he Wh ite House lt kind 
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l of goes together, and everything is blank after that . 

2 Can y~u help me out on wha t we're talking 

3 about here? 

~ A This is your exhibit so you might c an hc : p me 

5 out . But I think I c an tel l you the story be hi nd it. 

6 And . by the way , the White House is not white, it's a 

7 brick house, just to add to the confusion. 

~ The Washington, D.C. office, as I understand 

9 it, is a situation where our Company pays a cos t f o r 

10 utilization of office space but it is not allocated on 

11 any square footage basis. It is j ust a cost number. 

12 our a ccounting people are familiar with how that i s 

1) handled . I 'm not personally familiar wi th how tha t is 

14 handled, but I was told in researc hing ! o r th1 s exhibit 

1 5 that there is noth i ng in a lease, or notning i n any 

16 documentation, that says Gulf Power Comp a ny occupies so 

17 mdny square feet in that office and , therefore, you pay 

18 th is many dollars. It's more of a t o t al cos~ 

19 allocation thing and may include othe r support. 

20 

21 

Q Sort of a Scarbrough question . 

COMMISSIONER GUNTER: Would that be the 

22 offices a ~e ma intained by the South ern Company , o f 

2) whi ch you would r eceive an allocated portion ot the 

24 e xpense or those offices? 

25 WITNESS CONNER: Comm1ssioner, we h ave an 
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1 employee in that off i ce. 

2 

J 

COKHI SSIONER GUNTER: I understand. 

WITNESS CONNER: I'm sure we d o receive an 

4 allocated portion of the expense of t hose offices. But 

5 I would need to deter that, really, to Hr . scar b1·ough 

6 because I ' m not 

7 COMMISSIONER GUNTER: I 'm just trying to 

B understand . Bec ause when I wa• work ing some 

9 legislation with the Congress , at one time I attended a 

10 meeti~g in tho se offices and I was wo ndering ir that 

11 would be an alloc ation of those offic es in Washington, 

12 ot that one e•ployee. 

13 

14 

WITNESS CONNER: I believe that's what it is. 

KR . VANDIVER: Thank you f or your patience, 

15 Hr . Conner. I have no further questi ons. 

1 6 COMMI SS IONER BEARD: Let me ask you a qu ick 

17 question. On your exhibi t ECC-2, Schedule 2, you d o a 

18 compar ison of garage structure versus ground l eve l 

19 parking. 

20 WITNESS CONNER : That's cor r e c t. 

21 COMMI SS IONER BEARD: And in both of those 

22 figures you have a $9 times 4 9, 4 00 square teet. 

23 

24 

WITNESS CONNER : Riqht . 

COMMI SSIONER BEARD: Now, if my math i s 

25 rig ht, 4 9,400 square feet is j ust a tad over an ac re . 
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1 WITNESS CONNER: Uh-huh , 

2 I believe that's correc t. 

3 COMMISSIONER BEARD : I think 48, 400 with my 

4 math is one acre. Where is this o ne acre? 

5 WITNESS CONNER: This e xample that I've 

6 g i ven is a hypothetical example . It shows a relati · e 

7 cost between ground level park i ng versus st<uct~re 

8 parking and it's not tied to any one parcel of land. 

9 COMMISSIONER BEARD: just wan t t o kno~ 

10 where I can go find -- I want to sell somebody some 

11 land at 436,000 an acre, is what I want tv do. 

l3 

COMMISSIONER GUNTER: Downtown Dallas . 

COMMISSIONER BEARD: Bec ause that's what that 

14 equates to , 1.02 divided into 444, 000 is abo ut $4 36, 000 

1~ f or an acre of land . 

16 I know this is hypo thetical and it's appeared 

17 on both sides, but what did you all pay for you r land 

18 down there at corporate headquarter? 

1 9 WITNESS CONNER: Commissioner, the rea s on 

20 that figure is used in this example is bec ause th~ 

21 current appraised value o f land around our c orporate 

22 office is around 8 t o $ 10 a square foot. So, you know , 

23 in a worst case scenario we may have to pay that to 

24 achieve the last few parcels that we need t o suppo t t 

25 the full p l an t o r the bu i lding. 
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1 The actual amounts that we've paid ha ve bee n 

2 about half that. It was $5.34, I believe , per square 

3 toot what we paid tor the land. 

4 COMMISSIONER BEARD: If you all ever ta'<e up 

5 serving Starke, I've got 60 acres I'll let you have f o r 

6 a lot less than that. But it's not in Oownt c wn ~ew 

7 York City. I'm shocked, to be honest with yo u. I know 

B downtown land costs more than farmland. I mean, that 

9 muc h I underst~nd. But I didn ' t know in Pens a c ola the 

10 price of land had gotten that bad . 

11 WITNESS CONNER: That is the apprai s ed val ue 

12 of the land in that area . Aqain, I would point out 

13 that the land price we paid is approximately half of 

14 that. And in the alternat Jves that were studied in 

15 l ooking at the locations for the corpor~te offic e 

15 building, that price compares wi th the e ther locati ons 

17 that were l ooked at. 

18 CHAIRMAN WILSON: We re your other loc at ions 

19 waterfront? 

20 WITNESS CONNEP : The other locations were, 1 

21 believe, at the University Hal l and at Pa c e Boulevard, 

22 and neither one of those locations are on the water, 

23 and none of the corporate office land is ac tua l ly OJ• 

2 4 the water. 

2 5 CHAIRMAN WILSON: You can throw a r ock there 
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1 !rom your corporate offices, though. 

2 COMMISSIONER BEARD: There's nothing between 

J you and the water, anyway. 

COMMISSIONER GUNTER: A road. 

COMMISSIONER BEARD: A Road, yeah. 

6 You all need to build your parking so~ewhere 

7 else and get a shuttle bus; you can do i t a lot 

n cheaper. 

9 COMMIS~IONER GUNTER: Hr. Conner, I' m qoinq 

10 to address my questions off ot Exhibit 559. on Page 2 

11 of 559 I'm going to start with nits and try and work up 

12 to the nits and make sure I understand. 

1J You've got a Tiger Point appliance building, 

14 is that right? 

15 

16 

A Yes, sir . 

COMMISSIONER GUNTER: You've got one employee 

17 t here, total number of employees, I'm looking at Column 

18 D. And 0-1 is a nonutility empl oyees, and that says 

19 o n · . And that's at the appliance sales and service , 1s 

20 that correct? 

21 A That's correct . We've got, i n the final 

22 exhibit -- and this is an evolving thing wher~ we are 

23 finding correctio ns that need to be made. Actually, I 

24 need to correct Column D on the Tiger Point applianc e 

25 to show total employees to read thrP.e, in lieu of one , 
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1 and the total o r the nonutili ty employ~es, column D-1. 

2 would read one. 

3 COMMISSIONER GUNTER: All right, then i t 

4 begins to make a little sense. 

5 

6 

WITNESS CONNER: Yes, sir. 

COMMISSIONER GUNTER: Does that affect your 

7 total employees, or is there somewhere else that you've 

8 got - - does that mea n we've got 1627 employees? 

9 WITNESS CONNER : No, sir. What it means is 

10 that we found that the records , when we put tO;,Jether 

11 this exhibit the first time , we didn 't re~ognize tha t 

12 i f you look up about the middle o f the page, "General 

13 Office, Western Division Headquarters, " where it shows 

i4 112? That should have read 109. 

1 5 

16 

COMMISSIONER GUNTER: Al l righ t . 

WITNESS CONNER: And whe re it s hows the East 

17 Gate appliance store and it shows two employees, tha t 

18 should have shown thr~e employees. And what 

19 effectively hap?ened there was that three employees 

20 were reass i g ned from the Western Division office 

2 1 building downtown, one t o the East Gate building and 

22 two to the Tiger Po i nt building. 

23 

2 4 

COMMI SSIONER GUNTER: All right. On the -­

WITNESS CONNER: And excuse me. By th ~ way , 

25 that will be corrected on the final exhibit. 
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COMMI SS IONER GUNTER: Oka y. I'm just trying 

2 to go through and see if I understood ~hat is before 

3 me. 

4 

5 

WITNESS CONNER : Yes, sir. Right. 

COMMISSION ER GUNTER: At Ni c ev il le, you had 

6 a n addition of something in excess of 4 ,000 s quare f eet 

7 on the Niceville Division, is that correct? Centra l 

B Division building? Be~ween '84 and 90? 

9 A 

10 hadn't 

11 

12 

I believe it' s right at 4, 000 squ~re feet . 

COMMISSIONER GUNTER : What ~a s that? 

WITNESS CONNER: That was essen t ial ly the 

13 difference in going from a leased building i n the 

14 Niceville area to a company-owned fa c ility . 

15 COMMI SSIONER GUNTER : Did you buy is th is 

16 the Niceville -- i n '84, there ~as a q uestion about t he 

1/ cons truction of a bu ilding at Niceville, ~asn 't there ? 

18 In the '84 c ase? 

19 WITNESS CONNER: Commissioner, I don't recall 

20 any questions. J've tried t o , in preparing for this 

21 c a se , to go back and read the transc ripts. I don 't 

22 recall the Niceville office comi ng up. 

23 COMMISSIONER GUNTER: Okay. So th is f ~cllit y 

24 a t Niceville, which was ~t 3,000 square feet, you bui l t 

25 a new one that's 72 49 s quare feet ? 
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WITNESS CONNER: That's correct. Anci that 

would include the office space and the stc~e room. 

COMMISSIONER GUNTER: Okay. Let's talk about 

4 t~e Pace site for a second. Has there been a.ty c apital 

5 expenditures made to the Pace building since 1984 ? 

6 WITNESS CONNER: I'm not sure I un~ ~rstan~ 

7 your question . 

8 COMHISSIO~!ER GUNTER: You know where the Pace 

9 building is? 

10 

11 

12 

1) 

WITNESS CONNER: The Pace Boulevard building ? 

COMMI SSIONER GUNTER: Yeah. 

WITNESS CONNER : Yes, sir. 

COMMI SSIONER GUNTER: I j ust refer to it as 

14 the Pace building. 

1 5 

16 

17 

18 

WITNESS CONNER: The old ge neral o ff ice. 

COMMISSIONER GUNTER: The 0ld general o ffi c e? 

WITNESS CONNER: Right. 

COMMISSIONER GUNTER: Have there been a ny 

19 c ap i tal expenditures made to that bu ilding sinc e 19 8 4 ? 

20 

21 

WITNESS CONNER: Yes, there have bePn. 

COMMISSIONER GUNTER: Would you descr ibe the 

22 nature of those capital expenditures, plea se ? 

23 

24 

WITNESS CONNER: Certainly. When the 

corporate office funct ion lett that buildi ng an~ the 

25 Western Division !unction relocated to that bui ld1ng t o 
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1 provide growth for both functions, t he building had t o 

2 

3 

be converted from a genera l office type func tion to a 

customer service type function. There were renovat ions 

4 and additions t o t he building. The building, at t~at 

5 point in time, vas 30 years vld. 

6 Some of the equipment wa s changed out t 0 

7 extend the life of that faci lity, and the r e were 

8 capital additions invo lved in reorienting the site. We 

9 cooperated with the City t o close a street ir. f ront o f 

10 the, I believe it's the north entrance to that 

11 bu i lding. That c losing of the street a llowed us to 

12 give customers the opportunity to walk !rom a park ing 

13 space directly into the bu ild ing, without having to 

14 c ross the street. It i mproved customer s e tety , it also 

15 improved traffic 5afety around the building. 

16 Basically, that's the story behind what was 

17 done wi th the Pace Boulevard building between t hose 

1& times. 

19 COMMI SSIONER GUNTER : We have t estimony i n a 

2 0 service hear ing in the Pensacola area that there have 

21 been ext ensive paving done at the Pac e, the old oftice 

22 building. Ts that c orrect? 

23 

24 

25 of stuff? 

WITNESS CONNER: P~v ing? 

COMMISSI ONER GUNTER: Resurfaci ng, tha ~ k ind 
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WITNESS CONNER: We did reorient, they were 

probably reterring to the reorientation o f t hat park ing 

l ot to mak~ i t a customer service parking lot. We did 

c expand that parking l ot. We, I quess, in ta~ing ou t 

5 the street, they may have perceived that was additional 

6 and , indeed, it was , to make it a customer serv1ce 

7 faci lity and improve the safety !or our customers. 

8 COMMISSIONER GUNTER : Let me ask you a 

9 question. It' s been years and years si nce 1 wa s a t 

10 that facility, but all the customer pa rk i ng that was 

11 behind the building -- 1 mean, not customer park ing, 

12 all the parking that was available behind the building 

13 and over to the side, t ha t was insuff icient parking and 

14 it was some satety consideration? What street did you 

15 have t o cross in order to qet 1nto the building? 

1 6 WITNESS CONNER: You had to c r oss Chase 

17 Street , to go trom the 

1B COMMISSIONER GUNTER: That was a little sid~ 

19 street that c ame out on Pace Boulevard, t i ght? 

20 WITNESr CONNER: Well, i t wa s a side &treet 

21 of ! ot Pace Boulevard, but it was the only side s treet 

22 ott of Pace eoulevard l eading into that site. And as 

23 suc h, if you're tamiliar with the P-'.lce site, there's a 

2 4 

25 

big hill Lhat you come d own the re . 

There's a t our- laned highway, I believe, with 
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1 turn lanes in the middle. And my understanding is that 

2 tha t had a h i gh po tential for a ccidents there, and the 

3 purpose was to ~ry to avoid that problem. 

4 COKHlSSIONER GUNTER: You used to let 

5 Commissioners c r o ss t here , whPnever , but I t~en guess 

6 we're --

7 

8 

COMMISSIONER EASLEY : St ill encouraged. 

COMMISSIONER GUNTER: Maybe that was 

9 encouraging, hopeful we might be run o ver o r s0mething. 

10 But that was good enough for employees and good e nough 

11 for visitors at that time, but al l of a sudden we had 

1 :' t o make that let me ask you this . How about a 

13 drive-up window f 

14 

15 secon.:i. 

16 

WITNESS CONNER: Let me clar ify that just a 

COMMISSIONER GUNTER : !'m just trying to 

17 understand. 

18 WITNCSS CONNER: Right. I think the 

19 d i!!erenca is there are 30 ,000 customers that go in and 

20 out o f tha t bu j lding every month. And when you go from 

21 a general ottjce type activity where you do not have 

22 t he vehicu lar traffic that you get with 30 , 000 

23 customers a month , we felt safe in letting the 

24 Commissioners cross that street. 

25 But when you go to 30,000 customers e month, 
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1 a nd o nly one point in a tunnel for all of them t o get 

2 in and out of the site, we anticipated a bi~ t raff ic 

J problem there . The City wo rked with us, and the County 

4 wo rked wi th us, and the State Road Department work ed 

5 wi th us, to try to avoid that problem. 

6 COMMISSIONER GUNTER: It's your testimory 

7 that you have 30,000 customers a month that vis it that 

8 Pace building? 

9 WITNESS t::ONNER: That is my under s t l' nd i ng , 

1 0 yes, sir . And they come in with the children in hand, 

11 and k ids running around all over everywhere. And it 

12 had a potential for problems there. 

lJ COMMISSIONER GUNTER: So, I'm just trying to 

14 understand this . 30,000 customers a month would visit 

15 that faci l ity and that would represent -- how many 

16 people you got living in Pens acola? 250,000 peo ple ? 

17 

18 

WITNESS CONNER: Commissioner, I don't know. 

co~~ISSIONER BEARD: You got 158 c ustomers an 

19 hour coming in there. 

20 

21 

COMMISSIO~ER GUNTER: Yeah. 

WI TNESS CONNER: My understanding is i t' s 

22 30,000 c ustomers a month. 

2) COMMISSIONER GUNTER: Okay. You're just , you 

24 don 't real l y know, just somebody has told you t ha t, 

25 r iqht? 
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WITNESS CONNER: That's correct. I've not 

2 gene and counted them myself or done any researc h on 

3 it. But we did talk with the Western Division people 

4 and that was the nWilber they had told us . 

5 COMMI SSIONER GUNTER: All right. 360,000 --

6 well, 30,000 times the average househcld size, and T'm 

7 just trying to understand. I! you have 30,000 

8 customers and an average household size, you would be 

9 having probably 25\ of the people in Pensaco la, o~ 20\ 

10 ot the people in Pansacola, would be going to that 

11 office building every month. 

12 Do you have a drive-up windov? 

lJ WITNESS CONNER : We do have a drive-up window 

14 at that site. 

15 

16 

COMMISSIONER GUNTER: Is it in use? 

WITNESS CONNER: It is in use . And it could 

17 be that that 30,000 inclu~es the drive-up window also. 

18 But in any case, it woulrt --

19 COMHI SSI0NER BEARD: I hope you all have a 

20 revolving door there. 

2 l WITNESS CONNER: Commissioner, Counsel j ust 

22 handed me something, g ives the total walk-in, this is 

23 company-wide, so I'm not sure it is go ing to he lp us a 

24 whole lot, but the total walk- i n payments we had in the 

25 Company in a year is 953,795. 
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COMMI SSIONER GUNTER: Total W3lk-ins. Do you 

2 receive, do you count walk-in payments where you a l l ow 

J some payments to be made at drug stores, other 

4 commercial areas around? or is that figure 

5 specifically limited to Company fac ilities? can Hr . 

6 Scor brough onsver that? 

7 WITNESS CONNER: I did not prepare ~his 

8 exhibit, but I will be glad to read off of it t o you. 

9 It says, "All local offices with applianc e sales . " And 

10 it shows mail-in payments , it shows drive-thru 

11 payments, and it shows walk-in payments. 

12 COMMISSIONER GUNTER: ! think that would be 

1 3 interest i ng if we had that a~ an exhibit, the Company 

14 could ma~e sure that we all got i t . 

15 HR. HOLLAND: It's a late-filed, l t will be 

16 provided. 

17 COMMI SSIONER GUNTER: It will be provided? 

18 All right. 

19 How many employees do you have at Pac e 

20 Boulevard, 12? Total employees? 

21 WITNESS CONNER: Commiss ioner, let me make 

22 sure I'm not con rused here. The Pace Bouleva~d site 

23 includes several functions. Are you talking abou t t he 

24 old general otfi=e building? 

25 COMMISSIONER GUNTER: I ' m t alking about t he 
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3 WITNESS CONNER: The Chase Street bui l di ng ? 

4 COMMISSIONER GUNTER : Yep. 

5 WITNESS CONNER: That ~ s the building that 

6 was previously used !or the Western Divi s ion 

7 headquarters . 

8 

9 

COMMISSIONER GUNTER: Yep . 

WITNESS CONNER: It is located behind the old 

10 general o!!ice building and it is call ed the cna~e 

11 Street building because Cha se Street runs i n front of 

12 it on the Pace Boulevard complex. 

1 3 

14 

COMMISSIONER GUNTER : Al l r ight . 

WITNESS CONNER: And those 12 employees a r e, 

15 I believe , eight o! t h em are in the appliar.ce servi c e 

16 area section o! that bu i ld i ng, and the other four woul d 

17 be in t he employment center , which is l ocated i n that 

18 bu i lding, also . 

19 

20 what? 

21 

22 

COMMISSIONER GUNTER: The othe r f ou r would be 

WITNESS CONNER: Empl oyment center employees . 

COMM TSS I ONER GUNTER : Okay. So it' I'm 

23 l ooking at th i s exhibit correctl y, you would ha ve f~ur 

24 e mp loyees in a n employment center o ! 17,661 peop le? 

25 WITNESS CONNER: No, s1r. 
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COMMISSIONER GUNTER: Is that right? 

WITNESS CONNER: In looking at this exhibit 

you might could pick that up. But you have to 

recognize from my previous test imony earlier this 

morning I said that that Chase Street building also 

serves to support the tra i ning center function . 

And what you have and the way tha~ bu i lding 

is laid out, on the west end of that building, we have 

our employment center as one function located ~ n ~hat 

building. On the very tar east end o! the building, 

you have appliance service located as a second function 

in that bui l ding. 

Then in the cent~r of the building, you have 

an area that I believe is approximately, off the top of 

my hebd, 10 to 12,000 square feet, that is the training 

center function . All three functions loc~ted within 

one building . 

COMMlSSIONER GUNTER: Let me ask you a 

question. Would the training center of, ar.d you've g o t 

four e mployees, so I'm going to be r eal generous and 

say the training center wou l d only be about 15,000 

square feet. And with 30,000 people coming in a month, 

30,000 customers, and the traffic in there of walk-i ns 

and otherwise, where in the devil do they park? 

Bec ause you've got 150 people an hour. How many 
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1 parking places have you got out there? 

2 

) 

4 

WITNESS CONNER: I be lieve it's about 100. 

COMMISSIONER GUNTER: 100? 

WITNESS CONNER: Parking spaces for 

5 customers. 

6 COMMI SSIONER BEARD : How many front counte r 

7 people you got at the pay window? Just curious. 

B WITNESS CONNER: Commissioner, I believe 

9 t here are tour pay stations there, and Y'm not sur e 

10 whether they are all manned all the time or w~ether 

11 t .hey rotate .. ployees there . I know we have peak 

12 pe riods o ! time . 

13 COMMISSIONER BEARD : I i mag ine. 

14 WITNESS CONNER: And it gets pretty hec t ic, 

15 and I th i nk they do use all tour of those stations at 

16 peak periods, and maybe less of t hem at e ther periods. 

17 COMMI SS I ONER GUNTER: So all four employees 

18 there are workers; you don't have any supe r visory or 

19 anything ? You don't have any training people loca ted 

20 there, co-located where you've got 15,000 square feet 

21 ot t ra i ning area? 

22 WITNESS CONNER: I believe the four people 

23 includ es the Supervisor ot Employment , or I' m not s ure 

24 of the exact title, but there is supervision t here, and 

25 thi s exhibit doesn't break that down. 
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COMMISSiONER GUNTER: Who receives the mon~y? 

2 See, that's the thing I'm trying to underst~nd. If 

3 you've got four windows ~nd they are occupied, then 

4 you'v~ got the Supervisor of Employment over there. 

5 Hr. Conner, I'm trying to understand what we're s~ying. 

6 

7 that --

8 

WITNESS CONNER: I think I unders tand now 

MR . STONE: C.:>llllllissioner, if 1 might, I think 

9 we are getting a l i ttle bit confused. Th~ emp loymen~ 

10 center and the payment center are not in the sam~ 

11 building. 

12 

lJ 

WITNESS CONNER: There are not. 

COMMISSIONER GUNTER: Let's take the Chase 

14 Street/Pace site. Now, where on Page 2 of 559, where 

15 is the old office building? 

16 WITNESS CONNER: It you go down to about the 

17 center of the page, just before Fort Walton, it says, 

18 "General Office/WDH," and that WDH stands for Western 

J9 Division Headquarters. Recognizing that this exhibit 

20 is used !or both 1984 and for 1990, we tried to show 

21 that the same building served in 1984 as the general 

22 office. It now serves 

23 COMMISSIONER GUNTER· Well, see, that's part 

24 or the confusion, beca use in 19 you had not occupied 

25 the new building in 1984, had you ? 
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WITNESS CONNER: No, sir, we occupied it in 

2 March ot 1987 . 

J COMMISSIONER GUNTER: See, that's the reason 

4 I a sked tor these exhibi ts with 1984, what you had in 

~ 1984, and then 1990, because I'm try i ng to understand 

6 the difference . 

7 WITNESS CONNER: Right. 

8 COMMI SSIONER GUNTER : And the further we get 

9 into this, the more we find out, oh, that's a mistake 

10 and we d i d thls, that and the other. The exhibits are 

1 1 not like we asked for. 

12 WITNESS CONNER: Commissioner, I don't 

13 believe it's a mistake. You had asked t o list each 

14 building 

15 

16 1990. 

17 

18 

COMMISSIONER GUNTER: As in 1984 and the~ in 

WI~ESS CONNER: Right , and we we r e -­

COMMISSIONER GUNTER: What they w~re used f o r 

19 -- in 1984, if you just had on in 1984, and you went 

20 back to 1984, you didn't have the Western Division 

21 office , it wasn't a primary purpose of t he Pace Street 

22 Central Office Building. 

23 

2 4 

WITN£SS CONNER: You're correc t. 

COMMI SSIONER GUNTER: See, t hat's part of my 

25 concern in trying to quickly analyze this . bec ause the 

FLORIDA PUBLI C SERVICE COMMI SSION 



3730 

1 exhibit I asked tor last week is no t here. 

2 WITNESS CONNER : We will get that corrected 

3 on that exhibit, and in 1984 , that will show t he 

4 Departmer.t using the General Office/Western Division 

5 building aa being the general o ffi ce or corporate 

6 o ttice . 

7 COMMISSIONER GUNTER: See, bec ause what 

8 really screwed me up was t hat -- and I have asked the 

9 question previously , and I'm trying t o tind out wha t 

10 the difference is in the non -- there' s so many 

11 questions that are raised by this, and I'm trying t o 

12 get to utilization -- utili zatio~ by Gul f Power Company 

1 3 o f the spaces that are available to it that the 

14 ratepayer is paying tor. 

15 

16 

WITNESS CONNER: Right . 

COMMISSIONER GUNTER : It r aised a quest ion 

17 that total number of employees in 1984 was 299 

18 employees, is that right? In that General Offic e/ 

19 Western Divisio n, in 1984? 

20 

21 

WITNESS CONNER: That's correct. 

COMMISSIONER GUNTER: Of which 3.1 4 

22 equivalent employees were non-utility? 

23 

24 

WITNESS CONNER: That' s correct . 

COMMISSIONER GUNTER: Now, I think previously 

25 you had testified that the credit union was in there, 
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1 is that right? Wasn't that where the credit uninn was? 

2 Because I asked a question had they moved, and you 

3 said, "No, they're in the s ame place that they were. " 

4 WITNESS CONNER : No, sir, they are in the 

5 same place that they were, and what I tried to clarify, 

6 and perhaps this was a misunderstanding on our part, 

7 that no Gul! Power Company e.mployees work in the c redit 

8 u~ion, so it was considered nonoccupied and we r emoved 

9 it from the exhibit . 

10 COMMISSIONER GUNTER: Okay. Well, you see, 

11 what troubles me even a little further is that in that 

12 --and I'• juat trying to get on and I'll get t o the 

13 big items in a minute -- but I look at a 60,000 gross 

14 square-foot building , and that's consistent, both 

1'> sides. 

16 

17 

WITNESS CONNER: All right. 

COMMISSIONER GUNTER: Got t hat ? In 1984, 

18 there was no non-utility square foo tage allocated, but 

19 yet there was over three man years o f equivalent 

20 non-utility business done there. 

21 

22 

WITNESS CONNER: Right. 

COMMISS IONER GUNTER: It's your testimony 

23 tha t the c red it union was leasing some of that 

24 f acility ? 

2 5 WITNESS CONNER: Nv , s i r . 
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2 

COMMISSIONER GUNTER: Where i s i t then? 

WITNESS CONNEP.: The credit un i on i s - · I 

)7)2 

J think the confusion here, when I reter t o the Pace 

4 Boulevard site, I'm referring t o a big s ite cove r ing 

5 several blocks with several bu1ld i ngs o n i t . 

6 

7 

COMMISSIONER GUNTER: Whi c h bui ld i ng is it? 

WITNESS CONNER: The credit uni o n i s a 

B tree-standing building lcoated on the Pace Boulevard 

9 site and is not the same building a s t he g e 11era l 

10 office. 

: 1 

12 then? 

1 3 

COMMISSIONER GUNTER: It' s no t s hown a nywhere 

WITNESS CONNER: It i s not s hown anywhere 

14 because we removed it thinking that you h ~d wa nted t o 

15 not have any buildings that were no t occupied by 

16 employees . 

)7 COMMISSIONER GUNTER: Great , I' m j us t t ryi ng 

18 to understand. So, we didn ' t have a ny non-ut ility 

19 s p ace al located to the Pac e Bou l e va rd si t e i n 1984 , b~t 

20 we did all ocate 3900 teet t o ten e mpl oyees in t he 

2 1 c urrent period, is that right? 

22 WITNESS CONNER: That is correct . And t ha t 

23 di fferenc e is , again, the c hango in tunc t jon or that 

24 building. Today it is used a s a n appli ance sa l es store 

25 as part ot the Western Div i s ion he adquarters buildl ng , 
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1 and as such , the a~plicance sales store area is 

2 allocated to non-utili ty . 

J COMMISSIONER GUNTER: Okay. 
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4 ~ITNESS CONNER: In lq84, it was strictly a 

5 general o ffice building and had no appliance sa l es 

6 floor , and therefore no space was allocated. 

7 COMMI SS I ONER GUNTER : All r ight, tine. And 

8 you went !roa a t ota l ot 299 people down to 112 total 

9 employees; 102 employees, utility employees , in that 

10 56,000 square teet. Is that correct? 

11 WITNESS CONNER : Well, it's correct, except 

12 for the earlier correction I made changing that fr om 

13 112 to 109 to represent three employees, one of wh ich 

14 was transferred . 

15 

16 

17 

COMMISSIONER GUNTER : Hake 99 employees. 

WITNESS CONNER: Thdt's correct. 

COMMI SS IONER GUNTER: You'd have 99 employees 

18 and 56,050 square feet . What else was this building 

19 being used tor except to collect money and be the 

20 headquar ters fo r Western Div ision? 

21 WITNESS CONNER: Commissioner, the old 

22 General Office Bu ild ing , like most o ! the buildings on 

2J Pac e Boulevard , are multifunctional buildings. The 

24 just a rough breakdown of the old General Office 

25 Building is that 10,000 square feet is used as part o! 
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1 the training effort in conjunction with the Cha~e 

2 Street Building. A portion -- and I don't t.ave an 

37J4 

3 exac t number on this, but I'• going to ballpark it at 

4 about 4, 000 square teet in t .he basement is used t o tie 

5 in all the Company's co~unications equipment in the 

6 old control room area , and the remainder of the 

7 b~ilding is used to support the Western Division 

B effo cts , including the appliwnce sales ef ~ort. 

9 COMMISSIONER GUNTER: Wel l , you know, there 

10 is a great analysis that utilities, electr1 c utilit 1es 

11 in particular, always use as number of emplo~'ees per 

12 number of customers, you know, customers served, and 

13 that's sort ot a measurement of how many connec t ions 

14 that each employee serves . 

15 Generally following that concept, I want to 

16 make sure that I'm doing this properly now, bec ause 

17 I've had t o do some calculations, a nd I want you to 

18 follow me along it you can. 

19 

20 

WITNESS CONNER: Okay. 

COHMISSlONER GUNTER: Because generating 

21 plants are not really administrative personnel, I have 

22 extracted Cr i st construction, the Cr !st Plant. have 

23 extracted the Scholz Plant and the Smith Plant, bo th 

24 their squar~ f ootage and the i r employees. And this 

25 gave me a total o f 112 6 empl oyees and an e xtrac ti on of 
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1 26,650 square feet. That was for 198 4. 

2 WITNESS CONNER: What was that last flgu r c, 

J Commissioner, square footage ? 

COMMISSIONER GUNTER: 26,650 square fee t. On 

5 the -- I did the same thing fo~ the '90 , f or Page 2 o f 

6 Exh ib~t 559 , which gave -- the square f ootage wa s the 

7 same, 26,650. And the personnel changed. J t wen t t o 

8 4 C3. And that's using the f igures that are on Exh ibit 

9 559. 

10 I n 1990, Page 2, that left me with a t otal ~ r 

11 1,162 employees. I took that 26,650 feet . whi c h were 

12 in the generating areas, and I subtrac ted that from the 

lJ total utility square feet . And then I j ust did a 

14 mathematic al calculation of how many s quare feet per 

15 employee. And that ' s sort of a sanity t es t a s t o what 

16 has happened since the last time we were toget her. 

17 And i n 1984, it came out t o 244 and a half 

18 s quare feet per empl oyee. In 1990, it came nut t o 

19 598.15 square teet per employee. Would tttat seem--

20 and that's no t including Navy House or some of those 

21 other facilities that are available for training, 

22 meetings and t his kind of stuff. Would that soem as 

23 though that were a rather dramatic c ha nge ? 

24 WITNESS CONNER: Commissioner, that wou td 

25 seem to be a dramatic change. As I had pointed out 
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1 earlier, this exhibit g i ves me some concern in that th e 

2 -- I'm not sure we ' re t d lking apples and apples he re . 

3 Aga i n, the square footage, as we understood i t had been 

4 reques ted, was gross square footage taking tho 

5 corporate ottice as one example. 

6 COMMISSIONER GUNTER: That's exac tly ri ght. 

7 WITNESS CONNER: Taking the corporate o ffi ce 

8 a s one example. The third floor is presently used as a 

9 building maintenance floor, pending its growth as an 

10 office space floor. The gross square rootage or the 

11 

12 

1) 

14 

15 

16 

17 

18 

corporate office building also includes the parking 

garage in the basement and I'm not sure th1 s exhibit is 

really giving you what you're trying t o analyze . 

And we can restructu>:e it any way you'd l ike 

li t restructure d so it c a n lead to that , but I don' t 

think it's going to be anywhere ne a r 598 square f oot 

per employee. 

COKH1SSIONER GUNTER: Well, the amount o n t he 

19 exhibits, that's what it's telling me, 598 square f eet, 

20 and I've extracted the non-occup ied , non-employee 

2 1 occupied. I'm only dealing with utility, I'm dealing 

22 with utility employee. In tact, it wou ld be higher 

23 than that it we used the actual employees you've got, 

24 because we had evidence that you had 38 employees, and 

2 5 it would vac illate in unf illed ~ositions, by one o f the 
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1 wit .1esses previously, a nd that wa s up a nd down. I've 

2 tr1ed to be as tair as I can . I've tried to be as open 

J as I can since we tirst t alking about this. We talked 

4 about i t last week. 

5 Where are we m~ssing? And I'm going t o get 

6 you to help me , because this is b ig-time dollars and 

7 don't think it's not. I do n 't believe in trying to 

a s andbag anybody, but you start with a t otal s q uare feet 

9 -- J'm on Page 2 now -- you start with a total square 

10 feet in 1990 . We ' ve got the total u ti lity in 1990, the 

11 total nonutility in 1990, we've g ot the total employees 

12 - - I want you t o tell me where I'm using these wro ng 

1J the total nonutility employee s , and the othe r two is 

14 ,..hether you own them or lease +:.hem, and t hat wa s just 

15 sor t ot intereating. 
I 

16 

I 
WITNESS CONNER: Right. 

17 COMMI SSIONER GUNTER: But you start 

18 ! extrac ting those areas that had to do with gene r at ion, 

19 because those are going t o very constant, They are no t 

20 going t o c hange . I extracted those. I took f rom t o tal 

21 employees, I e xtracted the employees that were loc ated 

22 there, as we ll a s the employees that were nonutil ity, 

23 and came out with a number of ~mployees. And then the 

24 b uild i ngs, th~ utility square feet, I j ust t o ok tho se 

25 employees times the utility square f ee~ , r ecognizing 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2) 

• 2 4 

25 

that I'm probab\y being a little generous bec au s e I 

haven't used places like Navy House. 
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And one of the things that ' s sort o ! getting 

t o bQ cumulative -- I t hink I'd kno w ho w to play the 

numbers game , I was involved in that for a wh il e is 

that when you ain 't got anything else t o do beca•1se yo~: 

were -- you've already built me up someth i ng o ver 

20, 000 square toot of ~raining, and that mea ns you 

a in't got anybody working and you're ut i l iz ! ng 20,000 

sq,uare feet of training, fully utilized, 1! it's t'ully 

being scheduled, or if it's one o f those that whenev£r 

you need a training room, you can go get one because 

you've got such a dirth of space available. But i f you 

look at the square footage that i s availa~le f o r 

employee versus what was available f or e n employee in 

the time period -- recognizing there has to be some 

grovth , but I'm real concerned about we ll in e~cess n f 

100' growth us i ng the same ana lysis f o r 198 4 as I a m 

tor 1990. 

COMMISSIONER EASLEY: I t I could a sk a 

quest ion about the '84 numbers. I understand what you 

said about the parking garage bei ng i n the '90 numbers , 

that third floor stor a ge being i n the '90 numbe rs , and 

I've gathered there some o ther stor age i n the '90 

numbers. What wer e the numbers in '84 for like space ? 
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2 

WITNESS CONNER: Well --

COMMISSIONER BEkRO: Let me d o somethi n~ 

) there, Commissioner. I think we can bac k i~ out. 

)7)9 

4 How many floors have you got on the corporate 

5 headquarters, counting parking a nd everyting? 

6 WITNESS CONNER: Including the park i ng 

7 ~arage, there are six floors. 

B COMMISSIONER BEARD: Six floors. That means 

9 t .hat you got about 50,000 square foot pe r floo r . Now, 

10 you probably didn't have any parking garage ill 'R4, did 

11 you? 

12 

J) 

WI7NESS CONNER: No, we did not. 

COMMISSIONER BEARD: Okay. So we need t o 

14 back 50,000 square teet out for the parking qarage. 

15 Now, you did do a li~tle warehousing and mai ntenance, 

16 and those kinds of things , back in '84 , d i dn't you ? 

1 7 

18 

WITNESS CONNER: Yes, we did. 

COMMISSIONER BEARD : You j ust didn't do it on 

19 the t .hird floor of the Bay!ron~ build ing? 

20 

21 

WITNESS CONNER: That's correc t. 

COMMISSIONER BEARD: So you did those same 

22 things, you j us t did t he.m somewhere else? 

23 COMMI SSIONER EASLEY: And is that " somewh e r e 

24 else• in the '84 figure? 

25 WITNESS CONNER: Yes, it was. I've tried to 
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l antic i pate where you aay be headed with t hi s ex.hibit, 

2 a nd I've got some numbers here that I th ink may be abl e 

3 to shed somA l i ght on it, it I could run through the~ 

4 real quickly. 

5 COMMISSIONER B£ARD: B~fore you d o i t, I just 

6 have to understand -- the parking garage, we can bac k 

7 that out. It's 50,000, you can pop it out, and we 

8 don't have to worry about that anymore. That's 50,000 

9 trom whatever his figure is , around 500,000, ballpark 

10 figure. 

11 Now, what are you doing different today that 

12 you weren't doing in '847 

lJ WITNESS CONNER: There are a l o t of things 

14 that are different. 

15 In the divisions which represent about 20\ of 

16 that growth in square footage terms, we ha ve - - and 

17 this is looking at the r.umulative totals wh ich 

18 Commissioner Gunter was l ooking at. 

1 9 COMMI SS IONER BEARD : What I'd like to do 

20 before vou get to his numbers -- we're going to get 

2 1 there, but conceptually you're still put~ing up poles, 

22 still stringing line, still running a warehouse, still 

23 got a shop where you build things, still take payme~t s . 

24 Okay . Those kind ot things. What are you doing toda y 

25 t hat you we ren 't doing in '84, conceptually ? 
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1 WITNESS CONNER: Conceptually, we're 

2 operating with better facilities , doing a better JOb 

3 and we have a situation now Jn 1990 to where we ha ve 

4 some growth space in most, if not all of our 

5 facilities, where in 1984 we were severely deficient in 

6 most, ii not all ot our tacilit: ies . 

7 Additionally, some of the productiv ~ ty 

8 meas ures that the Company had studied bark in the early 

9 '80s and the CoiiiJIIission found, in it's '83 audit of the 

10 substation buildings tor an example, which are included 

11 in these totals, we have built those buildi ngs and you 

12 did not add employees, you just added the building to 

13 produce the savings per the cost/benefit studies ther e. 

14 A second thing is that in cost;bene!it 

15 studies on buildings such as the Gulf Bree~e line 

16 s ervice building, the Destin line s ervice buildi ng, 

17 Panama City Beach line service building, those 

18 employees, again, were relocated from central ! ine 

19 servic e bu i ldings, the Panama City line service 

' 0 building, it's sLaf! of employees that us ed to be 

21 located at the Pine service build i ng and you achieved 

22 the economies t here by not driving back and f orth there 

23 every day to that isolated area in Panama City. 

24 So the problem I've got wi th the exhibit, in 

25 trying to make the kind of comparisons that we're 
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1 trying to make here this morning, is that you'<e 

2 talking about a mix of office space, parking space, 

J warehouse space, growth a reas ve<sus severely deficient 

4 in 1984. We now have training space that totals about 

5 19,000 square teet, where we had zero in 1?84 . 

6 COMMISSIONER CEARD: You didn't do any 

7 training in 1984? 

8 WITNESS CONNER: If we did it in t his 

9 late-filed that I'm go i ng to come up with for MI. 

10 Vandiver, it shows that it was done outsioe the Company 

11 in leased space. 

12 We had a terrible situation in 1984. We were 

1J just, I believe the -- in the corporate office building 

14 or the old general office building alone, we had a 

15 gross allocation of 82 square feet pe• employee to 

16 compared with 121 square feet in 1982. Now these 

17 numbers are in 1984, after we had already moved the 

18 people out into temporary buildings. But i t was a 

19 tough situation then. 

20 CHAIRMAN WILSON: Well, you were about 

21 Commissioner Easley, did you have your question 

22 ansvered? 

2J 

24 sure 

COMMISSIONER EASLEY: Not exactly . I'm not 

I think probably the new exh1bit will arswer 

25 part of that? 
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WITNESS CONNER: Repeat the question, please, 

2 so I can make sure we've covered it tor you. 

J COMMISSIONER EASLEY: Well, I was trying to 

4 compare, it we are going to compare the square foot per 

5 employee, and I think it's a vuluable comparison, what 

6 I was asking is th8 space for parking garage, fo r 

7 storage, that has been added, what was the pumber in 

8 '84, if you wanted to take it out on both sides, what 

9 would you take out. You've part i ally answered it in 

10 that there wasn't a parking garage . 

11 COMMISSIONER GUNTER: I took tha t out, that 

12 dropped you to 575 square feet . 

13 

14 

COMMISSIONER EASLEY: Per employee? 

COMMISSIONER GUNTER: Yeah. I took out the 

15 parking garage . 

16 COMMISSIONER EASLEY: Okay, I was just tryinq 

17 to figu r e out what would make it closer to apples t o 

18 apples, using this exhibit, if it was possibl e to get 

19 there. 

20 CHAIHMAN WILSON : I unde rstood the thrust of 

21 your questio n to be comparing l i ke space t o like s pace 

22 

23 

COHK!SSIONER EASLEY: That's wha .: I meant. 

CHAIRMAN WILSON : -- and l i ke functi o n t o like 

24 func tion, so that you could see, in fact, where 

25 i ncreas e s have occurred or their efficiencies, whe re 
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i those have occurred . Nov , is that what we're going to 

2 sea in this exhibit? 

3 WITNESS CONNER: Comm i ssio ner, I wi ll 

4 struc ture the exhibit that way and a ny other 

5 information you'd like on it. We've not been asked t o 

6 do it that way before, and I think that would be very 

7 helpful in your analysis o! it. 

8 Additionally, I th ink it may -- it will point 

9 out thing s like the fact that nonut ility represent s 

10 34,000 s q uare teet of that growth, Company-wide, and 

11 here again we've got that in this exhibit, but i t 's 

12 hard to ferret it out . 

lJ CHAIRMAN WILSON: Nonutility? I s in th is - -

14 in the numbers? 

15 

16 

WITNESS CONNER: Yes, sir. 

COMMISSIONER GUNTER: ~r. Conner , now, let' s 

17 make sure we understand. I uae the Ut i l i t y s quare 

18 footage 

19 

2 0 

WITNESS CONNER: I understand. 

COMMISSIONER GUNTER: I have no t used t he 

21 nonutil i ty. Did not use that at all . So Lha t's he ife r 

22 dust about t he nonuti.lity folks, exc ept in some plac e s 

23 you have nonutility people and yo u had no s pace 

24 allocate d to them an.d when I started t o l ook a t it , 

25 that started to make me scratch my hea d . 
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1 My problem , Mr . Chairman, where we are, and I 

2 apologize for dragging this out, but this 11.- i.tnc ss is 

3 g oing to be g one, we're go i ng to be f i n ished before 

4 this exhibit comes in, and i f I don't ~nderstand it any 

5 bette r than I underetand th i s o ne , one or two folks are 

6 i n a heap of trouble , either you or me. 

7 WITNESS CONNER: I thi nx our late-filed can 

8 clarity it , aake it sim~ le. 

9 I see now things I didn't realize you were 

10 trying to arrive at, and that is, if I can restate 

11 that, and I want to be sure I understand so that I c an 

1 2 clar i fy it for you. 

13 What I feel you're try ing to arrive at 1s a 

14 ccmparison between 198 4 and 1990 ot the administrative 

15 ar~as of square toot per employee tor utility space. 

16 COMMISSIONER GUNTER: Not just 

17 administrative . I took out the generating stations 

18 because tho~e are very static, but when you start 

19 talking about admi nistrative, you know, one of the 

20 things, and dor.'t be lulled 

21 CHAIRMAN WI LSON : What do you want in 

22 additi on t v administrative? 

23 COMMI SSIONER GUNTER: I want all employees 

24 except for those that are located at the generating 

2 5 stations. 
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• 24 

25 

you? 
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CHAIRMAN WILSON: Does that c larify it ! or 

WITNESS ~~NNER: Yes, sir. 

COMMISSIONER BEARD: I think what you'd 

better do, I may be wrong, but if you d on't want to get 

jammed up, you may want to put a figu r e out there that 

says the amount of training space in '84, zero. 

Train i ng space in '90, 20,~00. Warehouse -- oka'l, now 

I don't know how you're going to do the third floor, 

I've seen it, okay. And that' s, I guess, a colllbi natior• 

of shop and warehouse . 

WITNESS CONNER : Right. 

COMMISSIONER BEARD : For a lack of a better 

word. I have a tough t ime calling t~e third floor o f 

the Baytront a wa r ehouse, qu i te frankly, out you may 

better do that. It's just a sanity che~k. so something 

adds up to the bottom line down here . 

WITNESS CONNER: Right . 

COMMISSIONER GUNTER: Because tnere is, and 

one of the things, you know, like Commissioner Beard 

just said, training, zero, and training -- somebody 

better l s t us know how training was accomplished 

because you have training people on board during that 

time per iod and I know training t ook plac e. There i s 

necessary training that you had t~ do. Yo~' :e required 
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1 by law to do some of it. 

2 

3 

COMMISSIONER EASLEY: Would it be help f ul in 

what we ' re l ooking at it would seem to me, anyway , 

4 to be he l pful because of some o ! the things outside the 

5 Bayfront building would it be helpful to know the 

6 change in numbers o f customers between '84 and '90 and 

7 any p opulation migration of those customers to some o f 

8 these areas? Whether ~r not there was any population 

9 migration? Would it give me anyth j ng ? 

10 WITNESS CONNER: I don't think it would. 

11 

12 

13 try --

1 4 

COMMISSIONER EASLEY: Probably no t ? 

WITNESS CONNER: I 'm not sure what you would 

COMMI SSIONER EASLEY: The o nl y reason it 

15 occurred to ae is that you have changed, where you 've 

16 relocated some employees out i nto some o f these serv ice 

17 areas and you have -- there wa s a statement e3rlier 

18 that one ot the sanity tests is the number o f empl oyees 

19 versus p e r customer. I was trying to make some mo re 

20 sense out of th:s, if we can. 

21 COMMISSIONER BEARD: You have conflicting 

22 things besid es population migr ation; I moan, you 

2J central i zed security, then yo u dec entralized it. You 

24 have organi zational decisions. 

25 COMMISSIONER EASLEY: If it won' t help, I 
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1 wouldn't ask tor it. I was just curious. 

2 CHAIRMAN WILSON: Do you now understand what 

3 you need to do with that exhibit? 

4 WITNESS CONNER: Yes, I do. And I think it 

5 will show the growth, and I can just run through real 

6 qu i ckly some key things I th i nk it will show, just to 

7 clarity that. Growth has occurred, and I've got n i ne 

a areas and I'll just rebd them orr without go 1ng through 

9 the figures, so that you can get e f e el for where we're 

10 headed. 

11 It will cover ~he line service growth, which 

12 ia a !unction; it will cov~r warehouse growth at the 

13 general warehouse wh ich also impacted because of the 

14 u .creases in security there , in limiting the numbe r ot 

15 people coming i n and out ot that warehouse area; 

16 relocating the general repa i r shop, general garage, and 

17 electric operat ion center. The substation buildings I 

18 reel like could probably be broken out ~ n the 

19 divisions. That's not in the substat1ons, tha t 's ~he 

20 buildings out in the divisions. 

21 COMMISS IONER GUNTER: You'r~ talking about --

22 there i s only two substations that have people in them. 

2) One or them is the Fort Walton substation, and one ~ f 

24 them is the Pine forest substation. 

2 5 WITNESS CONNER: And the Panama City 
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1 substation, also . 

2 COKMISS!ONER GUNTER: Okay. Those d.ree are 

J are the only ones that was u mployeos at them. 

4 WITNESS CONNER: Those are the only three we 

5 have that are buildin~s, they are c alled min~r repair 

6 shops . That's a better term for them t o avoid the 

7 confusion with actual substations themselves. They ar~ 

8 minor r e pair shops tor do1ng minor repair work on 

9 transformers, regulators and OCRs, and the n t he 

10 nonutility is not an issue, bec ause we'r e guing to 

11 break that out separate. 

12 The division facilities growt h in terms of 

1) offices, corporate office growth, Weste r n Division 

14 offic e growth, and then the tra ining g r owth. And l 

15 feel like if I could break it o ut into t~ose area s that 

16 would clarify it, and al l ow you look at e ach of the 

17 functions and t he respec tive growth. 

18 Another way to look a t it is to try to 

19 analyze what's happened in eac h area, and t ha t wa s tl.e 

20 other set of n u mbers that I wa~ going to get i nt o . 

21 can just run through that briefly !or y o u. The 

2 2 divisions have grown 20\, Pace Boulevard rPpresents 

2) 22\ , and these are all the !unction s on Pace Bouleva rd 

2 4 which include the warehouse, the buildings moved out o f 

25 the warehouse complex, the Western Divis!on office and 
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1 the training function. Then the corporate o!fic~ 

2 r epresents about 49\ o! the growth , and the nonutility 

) wa s about 7-1/2 percent of the growth and you've 

4 already separated that out. 

5 COMMISSIONER GUNTLR: Yeah. We ll, see, one 

6 o! the things, between 1984 and 1990, by the figures 

7 that you provided me you've only had a growth of 

B employees o! 36 employees, a rd yet you're talk i ng 

9 about, you know, substantial growth that I have to 

10 understand that . I'm just be ing a s c andid with you as 

ll I c an. 

12 One o! the things that I would like t o see 

13 would be '84 to '90, just a f lat o ne number, numbers o f 

14 customers i n 1984 , numbers of the customers in 1990. 

1 5 Sanity test at the bottom. You can put tha l in the 

16 last item o n the s heet. 

17 WITNESS CONNER: Would that be a Company 

1 8 number, Company total? 

19 COMMI SSIONER BEARD: Number of customers, t he 

20 numbe r of cu~tomers that you serve in 1984. Mak e 1t 

21 average, because you've got an average figure f or 1990 , 

22 and an average that you're projec ting f o r 1990. 

2) 

2 4 

25 

WITNESS CONNER: Right 

COMMI SSIONER GUNTER: Just at the botLom . 

WITNESS CONNER: We wouldn't have a ~ a verage 
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1 for the whole year of 1990. 

2 COMMISSIONER GUNTER: Yeah, but you've got a 

J projection in t he MFRs that darn sure come right in and 

4 add all 12 or them up , divi~e by 12. I even learned to 

5 figure that much . 

6 

7 

8 

WITNESS CONNER: Okay. 

CHAIRMAN WILSON: Al l right. 

COMMISSIONER GUNTER: I'm j ust going t o defer 

9 any turther because i t's gett ing more c l vud ed as we go 

10 down the way . 

11 

12 

13 

CHAIRMAN WILSON: Any other questi ons? 

COMMISSIONER GUNTER: No, that's it . 

CHAIRMAN WILSON : Redirect? Have you 

14 f i nished? Mr. Palecki, do you have any other 

15 questions? 

16 

17 

18 through? 

MR. PALECKI: We have no furttaer questions. 

CHA I RMAN WI LSON: Hr . Vandiver, are you 

19 All right , redirect? 

20 MR. STONE: Yes, Commiss i oner, br iefly, I 

21 hope. 

22 REDI RECT EXAMINATION 

2 3 BY MR . STONE: 

2 4 Q Mr . Conner, you have testified to the 

25 utilization of the meeting r ooms that are in ex i stenc e 

FLORIDA PUBLI C SERVI CE COHMISSI0N 



3752 

at the Company's corporate headquarters. I s it 

2 difficult to obtain meet i ng spac e at times in the 

3 corporate headquarters? 

4 A Yes. It can become diffi c ult . And again, 

5 that goes back to the demand situation, That if you're 

6 in a high use period, it c an be. You can have t r ou ~le 

7 getting a room. 

8 COMMISSIONER GUNTER: Who s c hedu les those? 

9 Do you have one individual that schedules all o f the 

10 activities? 

11 WITNESS CONNER: In the corpo r a te of fi ce 

12 building, yes, sir. 

13 

14 

COMMISSIONER GUNTER: Who is that? 

WITNESS CONNER: Her name is Patti Clevenger, 

15 she works in my department. 

16 

1 7 

COMMISSIONER GUNTER: Oh, does she? All right . 

Do you have ~ pecking order in there f o r who 

18 gets what ? If Kr. McCrary calls you and says, " I want 

19 the conference room , " do you run in ther~ and tell 

20 everybody to get out? 

21 WITNESS CONNER: He' s never a s ked me t o run 

22 anybody out o f a conference room, but I would 

23 

24 

25 

COMMISSIONER 8~: But you wo uld. 

COMMISSIONER GUNTER: But you would, le~'s be 

honest a bout it. (Laughter) 
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CHAIRMAN WILSON: Nothi ng surprising about 

COMMISSIONER GUNTER: Does he have a pecki ng 

WITNESS CONNER: Commissioner, i t's basic ally 

6 first come, tirst served. 

7 

8 

COMMISSIONER GUNTER: Is it? 

WITNESS CONNER: We try to encourage people 

9 to plan their meetings a head a nd t o reserve the 

10 appropriate-sized room !or the appropriate-sized 

11 ~neeting. 

12 

13 time? 

14 

COMMISSIONER GUNTER : Are they full all the 

WITNESS CONNER: No, sir. We indicated that 

15 it was approximately 70\ as far as utilization. 

16 COMMISSIONER GUNTtR: That is good 

17 utilization . 

18 COMMISSIONER BEARD : That's 70, by Gulf Powe r 

19 for Gulf Power activities? 

20 

2 1 

WITNE~S CONNER: Yes, si r . 

COMMI SSIONER BEARD: Tha t doe sn 't inrlude 

22 somebody coming in at night t o uti lize it that's not 

23 Gulf Power? 

24 WITNESS CONNER: Commissione r , it may include 

25 some of those meetings. We do allow the employees, i f 
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I t an empl o yee 

2 were a den leader of a Boy Scout t roop, we ~llow them 

J to use the build i~g when it's not being utilized for 

4 business purposes. And I'd have t o go back and 

5 double- chec k that number for you. 

6 COMMI SSIONER BEARD: What I'm asklng you, 70 \ 

7 is a good figure, no question about th& ~ . But does 

8 that include den meetings? 

9 

10 

11 

WITNESS CONNER: Let me c heck it fo r you, 

just a second . (Pause) Commi ssioner, I'm goi ng to 

have to verity that number for you. I have not 

12 personally checked th is to see whether it includes 

13 meetings at night. We think it ma y include the 

14 meetings at night . What I don't know is whether i t wa s 

15 divided by the appropriate number o! hours with respect 

16 to that use and that's the prob l em you would have with 

11 it. 

18 COMMI SS I ONER BEARD: No r mally, you would 

19 f igure, u nless you h ad a line~en' s training course you 

20 were d oing at night, w!dch sometimes people do, you 

21 normally would figure you' d divide by the nine hours ~ ! 

22 the day that I assume that you're O!Jen . 

23 

24 

2 5 

WITNESS CONNER: Riqhc, i ncl ud i ng lunch. 

COMMI SS I ONER BEARD : Yeah. 

WI TNESS CONNER: I know tha ': at night 
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J Compa ny employees that want t o d o work towa rds their 

4 Masters Degree a nd that sort o f thing tha t gets into 

5 maybe a little bi t o f a gray area as to most of the 

6 time . But - -

7 COMMISSIONER BEARD: I c an tell you when I 

8 was i n that job, if I had had my ~raining ~oom fu l l 70\ 

9 ot the time , the General Manager woul d have fired me 

10 because nobody would have been working. 

11 WITNESS CONNER: These are meeting r ooms i n 

12 the corporate o ffi ce . 

l3 COMMI SSIONER BEARD: I understand what they 

14 are. I see it hold s a lot of ~eople . 

15 Q (By Hr. Stone) Hr . Conne r , you we re aske~ a 

16 number ot ques tio ns about the Pace Boulevard building 

17 and in some cases the questions ref e rred t o the Pace 

18 Boulevard site. When you make those distinc t ions , you 

19 are referring to two d i fferent are a R, are you no t ? 

20 A I 'm referr i ng to two different areas . They 

2 1 happen to be i n the same geograph i c a l l ocation. The 

22 Pace Boul e vard build i ng is a gener ic term refcrr1nq t o 

2J the buildinq loc ated at 75 No r th Pace Boulevard. that 

24 usad to be the o ld general office. 

25 The Pace Boulevard site is a generic term 
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2 Bou levard, whi c h include s the o ld gene ra l o f fice 

) building , the o ld Wes tern Di v i sion bu i l d i ng, the 

4 general warehouse , and the o ther ! unc t ions that are 

5 located there. 
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6 Q Are there o ther s t a nd-a lone bui l di ngs o n the 

7 Pace Boulevard s i te bes i des the o l d gene r al of f ice 

8 building, whic h i s out o f the Western 01vision 

9 headquarters? 

10 

11 

A 

Q 

Yes there are. 

Fo r e xample, I believe you cited the c r edit 

12 union as one, is that correc t ? 

13 A The credit un i on is on t hat si t e a nd t~at 1s 

14 one of them. Also the genera l r epai r shop f acili t y is 

15 located at that site. 

1 6 Q You were aske d about the met er tes t f a cili t y 

17 out at the Pine Forres t s i te . And I believe you 

18 indicated i t ' s out side your a r e a t o descr1 be all the 

19 a c tivities that g o on at t he mete r test ing f acili t y , is 

20 that correc t ? 

2 1 

22 

A 

Q 

Tha t i s d e f i n i te l y cor r ect. 

Would yo u understand t he distinct ion between 

23 a f i eld tes t and a shop t est of t he cus t omer' s meter ? 

2 4 

25 

A I would not. 

CHAI RMAN WILSON: Now wait a minute, even I 
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1 understand that. 

2 COMMISSIONER BEARD: You should qet you r 

J corporate people out in the field a little bit and let 

4 them know what's going on in the business. 

5 0 (By Hr. Stone) Hr. Conner, wh~t is your 

6 !unction in teras ot what is your job title and what 

7 are you responsible tor? 

8 A I am Manager of General Services, 1 have 

9 r~sponsibilities for the building plann i ng, building 

10 operation and maintenance, and administr ative services 

11 provided to the Company. 

12 0 Who in the corporate hierarc hy would be 

13 responsible tor meter testing? 

14 A That function falls, I believe, under the 

1 ~ Western Division and would be supported by Pow~r 

16 Delivery, which is Hr. Jordan's res ponsibility. 

17 0 Thank you. What were the working condi~ions 

lB of the Company employees in 1984 in terms of their 

19 space and working environment ? 

20 A In 1984, it had improved a little bit over 

21 1982. 1982 was terrible. We were extremely crowded. 

22 I've covered that extensively in my d irect testimont, 

23 going through those details. 

24 In 1984, we had occupied in temporary o ffice 

25 spacos, some ot the houses we had moved into were 

FLORIDA PUBLIC SERVI CE COMMI SS I ON 



37 58 

1 marginal at best tor use as off ice spac e. And we jus t 

2 simply got by until we could achieve cons t ruc t io n a nd 

3 occupancy ot the corporate offic e bui l d i ng. 

4 KR. STONE: I have no further q ues t ions. Hr . 

5 Chairman, we would like to have those photographs 

6 identified by exhibit number. 

7 CHAIRMAN WILSON: We will g i ve t hose E::hi b i t 

8 No. 623. I will give those to the c ourt r e po rte r. 

9 

10 

11 

12 

13 

14 guess. 

15 

(Exhibit No. 623 marked for ide ntifi c a t ion.) 

Whose exhibit is 621, is that Staff' s? 

COMMISSIONER GUl''TER: Ve E. 

CHAIRMAN WILSON: Do yo u want t o move tha t ? 

KR. VANDIVER: Yeah, I ne ed to move i t , ! 

CHAIRMAN WILSON: All r i ght , 621 wi t hou t 

16 objection is entered into evidence. And the r ema i nde r 

17 are late-t iled, is that right? 

18 And 623, which is the pho t ogra phs, do yo u 

19 want t G ~ove those? 

20 

21 

KR. STONE: Please . 

CHAIRMAN WILSON: Without ob j e c t ion, those 

22 are admitted i nto evidence. 

23 (Exhibit Nos. 621 .,nd 6 23 ent e red 1nto 

2 4 ev iden.::e . ) 

25 CHAIRMAN WI LSON: Th a nk you, Mr . Conne r , yo~ 
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1 may be excused. Call your next wi t n ess . 

(Witness Conner excus ed .) 2 

3 

4 MR. HOLLAND : Mr. Chairman, as I announc ed, I 

5 believe it was on Tue sday, Kr . Bell needs to get on 

6 today . And I've talked to Counsel o r Publ ic Counsel 

7 and the Staff and they have no objection t o ~s taking 

8 him out ot order. 

9 CHAIRMAN WILSON: fine . Let ' s g o ahead and 

10 put him on now. 

11 

12 

CHAIRMAN WI LSON: Have you been Slo'Orn? 

WITNESS CONNER : Yes, I have. 

13 MARK R. BELL 

14 was called as a rebuttal witnese un behalf of Gulf 

1 5 Powe r Company and , having been previously s worn, 

16 testi fied as follows: 

17 DIRECT EXAMINATION 

18 BY l'ffi. HOLLAND: 

19 0 Mr . Bell, you have previously t esti f ied in 

20 this d ocket, have you not? 

21 A 

0 

Yes I have. 

And ha ve you caused to be filed rebuttal 

23 testimo ny e ntitled, " The Rebuttal Testimony of Mark k. 

~ 4 Bell"? 

. 5 A Yes, I have . 
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1 0 It I were to ~sk you the qu~stions ~ontained 

2 i n your testimor.y today , would your answer s be the 

3 same? 

4 

5 

A They would be the same. 

MR . HOLLAND: Kr. Cha i rman, we 'd ask ~hac Mr. 

6 Bell's testiMo n y be inserted into the record as though 

7 read. 

B CHAIRMAN WI~N: Without objectio.1, his 

9 teGtimony will be so inserted . 

10 

11 

12 

13 

14 

1 5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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C,ULf POWEP COI':PA ·: ·r 
Bef o r(: ~ he fl o r 1da Publ: c Serv :ce ·0nm:ss: n• 

~ebutta! 7e s : "ony o f 
Ma rl( P . ? P: : 

In Support vf Rate Rel 1P: 
Docke t ~o . 891] 4 ~ -E! 

Date o f F!lt~g May : , .9~ 0 

~ Q . Wou ld you please state your name, bus1ness ad~ress , a~d 

6 occupati o n? 

7 A. My name i s Mark R . Be ll , and I •H 'l a pa r tne: . r. Ar · ~ J r 

8 Andersen 6. Co . , a f1 r m o~ :ndepe nc~'nt r" ,w : .•. 

q accoun L ant s , at • • c 
• • • • I 

I. • t I . • ':\ , 

IC Geo r g ' a , 30303. 

I l 

1 2 Q . Mr. Bell, have you p rev iously subm1tted te s t mony :n 

13 this p r oceeding? 

l 4 A. Yes . I subm l tted pref:IPd d1rect ·e ~~ . mo1.·: 

1: tndepencent rev :e.,.· 0 f ~ r.~ :':nanc:o: ' .... ra: · ~ · ... : 

I 1 

I 8 Q. What ls the p u rpo se o f your rebuttal tt s t tmv ny ? 

l 9 A. The purpose of my r ebut~ d: • e s~: mr.:-:·.: 

2C 

21 a nd ma1ntenance (0 & Ml ,o xpense f • ..Jd<J Pt 1 1 1 

22 wer e rased by Mr . Helmutr. iol. Sct.J !::-

2 3 testimony ~lleoonbeha !~ 1~ · :-:e J ~f .,- .. ,! i.n : . 

z ~ Cou n se 1 . 

2: -To e xplltn ·o~ hy 'lr. Schu: z ~J:. o; ~ . r , .. ... ,..!. 
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rl tsc red lt the Company 's budqet tng p r ocess t as ~d c.,.~ · r.e 

2 ex amples CttEd 1n h:s tes t tmony . 

3 - To potnt out spectflc err ors o r : naccu t.lCit'S .r. · ·.e 

4 comments o r p r oposals suggested by Mr. Schu: ~ ~ ~ · ! . 

S re spect to the Company's budget:~g p r oc es s r. r hudo p·e~ 

6 amounts specif ica lly r ela t ed t o t he Employee i?~:ar tons 

7 and labo r bud gets . 

8 

9 Q. Mr. Bell, are you familia r with Mr. Schu ltz ' s 

10 desc ript i on of how the Company ' s 0 ' M bud get wa s 

il developed? 

1 2 A. 'fes , I am . 

1 ) 

1 ~ 0 . no y o u agree with Mr. Schu l tz ' s d esc r 1pt1on o f t ha t 

IS proc ess? 

16 A. NCJ , not ent1 r el y . :n hiS d escrtpt:on n ! · he ou~~ et 

! 7 process, Mr . Schultz h a s omttted sevPra ! -orrpon'?r'l ' !"i . 

18 He does no t incl ude tmpor ta nt steps such as • ' ,P r~v:<> o.: 

:9 of p lan n ing unlt docume nta tion perf o rmPrl hy ;.:a ·.n:·: •J 

2 1 v 1 c e-r r '= s 1 dent s , and t he r e v t e w of "a C" h p : a r, r .. :. -: ~ r .. • 

22 bt•dget for compliance wi th b udge p.ocedur~> s o:1~ 

23 comp leteness perforr:1ed by the C•J rp n raLP ?:ann:•.; 

24 Department . 

25 
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Wttness : 'I o! lt. R . Be.; 

~ aq"' ; 

3 7td 

Q. Ar e there any o ther steps in the budge t p r ocess w ~~ c h 

2 Hr. Schultz has not i dent ified? 

) 

. .. 
A. Yes. On page 4 o f hts teStlmony, Mr. Schu! · z ~ · a t P s , 

"A f te r the plann tng untts p r epare thet r buogel s , · t . •? 

5 b1..dg ets are suom1 tted t o the 0 & M Rev: ew romnt • • ...... : H 

6 app r o val. The budgets a r e then pro vt d ed t o ''t" '3 11dg" ' 

7 Committee for f inal approval ." Th1s ~ e sc r. p t. o n o mt•s 

S an e xtremely important s tep tn the f) & M hu~q p• .r.· : 

9- process related t o the respo nsihiltttes of ·he • 1. '1 

! 0 Re v iew Committee. Before the pl anntng un : t:; ' :Ju<iget s 

1 1 are subm itted to the Budge t Commtttee fo r ftnal 

1 2 appr o val, the 0 & M Rev tew Committ ee s peclftca::·:· 

lJ. rev iews each p lanning ur.tt ' s r equests and ~ac:-'< 

corpo ra te controlled budget amoun . A rcpresen at~ 'I'! 

! ~ o f the plann :ng unat ts present du r :ng th: s 5p~c:-:~~c 

16 rev1ew and must b e able to p r ovtde e xp . ancs :ons · 0 • • . .-

t 7 CommittPe whtch s upport but!ge ted amounts ! o = Nr .. . ·•. · :-• .-

18 plann1ng un t~ ts re sponstbl~ . 

19 Committee reviews the actiVItY analyses p r o v: •!pr: · ·:· '~P 

20 planning units, al o ng Wit h a three-y.-ar !'ltstnr : ·· ,: 

2 l budget- t o-ac tual variatton anal·{s t s . Thr rlann:r.n 1n:· 

22 must b e able to exp latn any budget requPst s wht ~ ~ 3 ~P~ 

23 LJ nusual tn l 1ght of pn o r yea r : udqP.t -tn-acl.Jil. 

24 variance s. T h ls deta1led scruttn) of rne olann:"•J 

25 unl ts ' budg-et supp o r t : s an e xtreme !·1 . mr(j rt an: 
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c ompone nt o f the budget p r epara ti on aud re V. "''"' iH 0c ~> s.s 

2 but IS not 1nc1uded tn "' r . Schul tz ' s summar 'i o f ::H" 

3 0 & M budget p r oc e s~ . 

4 

'> Q. Mr. Bell, in his testimony, Mr. Schultz e x press ~ s 

6 qeneral reservations about the c redi bility 0 f t he 

7 Company's 0 & M budget process and hi s co ncerns t hat 

8 ce r tain of the Company's 0 & M budget proccdu~es a r e 

9 not proper . Did your i ndependent ~evi e w o~ t he 

10 company ' s forecast support Mr . Schultz's co ncern s ? 

11 A.. No, i t did no t. A.s I s tated 1n my p ref 1led dJrec t 

12 tes t imony , i t i s my opin i on that t he Compan y ' s 

13 fin ancial forecas t i ng s y s t em c onf ot ms w1 t h th ~ Ame r 1c an 

14 Institu t e o f Ce r t i f i ed Pu ~ l 1c ~ c countan ~s ( A: CPA ) 

1 ~ gu i del i ne s f o r prepar1 ng d f 1na nc 1a ! ~ o re c a st , :s 

16 adeq uate fo r i t s pu rpose, : s comp l et e and . og1.:.- .. : 1 

i7 fo un ded , a nd can be r el1ed upo n to p rod uc e cons:s · enr , 

18 re l 1ab le r esult s ba s ed upo n t he s t a t ed assu mp· : •J:1<; . ;.. s 

1 ) a re s ult o f the work perf o rmed by me o r u nde r ~Y 

20 s upe rv1 S1on, I c oncl uded t hat t he 1 99 0 0 & M r·~ci· l f' t · ... a~ 

2 1 pr ep~r cd b~sed on t he fo r e ca s t 1nq p r nce ~ur o~ us 

2 2 estab lis hed by t he Company. Du r 1~1 my r~> v 1e w, note·~ 

2 3 no evidence that s upport s Mr. Schul t z ' s pos :t :•>n · hat 

24 the Company ' s 0 & M budget p r oc ed u r es t ncl u ~ <> o~ n·; 

25 wea kne s s t ha t • t e ssens the c redtbtl t ty " of the 
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2 

Docket ~n . 89!3 45-EJ 
:.; 1 t ness : ·~ il r k R . ~ P : , 

PJUP t 

3 7 0 ' , 

3 Q. Mr . Schultz s tates on ~age 4 of his testimony t hat t he 

4 Company ' s procedures w1tn respect to prepar 1ng t he 

5 0 & M budget ~appear to have been follcwed" bu L then 

6 states "I do not believe the Company' s ref ~ rence level s 

7 are properly develope d . " Do you agree with hts 

8 statement with respect to the reference l ~ ve ls? 

9 A. No, T do not . 

1 0 

11 Q. Pl e ase explain . 

12 A. Pi r st, Mr. Schultz may no t ful ly unders t and thE> concept 

13 of t he 0 & M budget rt> f erence le ve l . As staten :n 

14 Mr. Gilbe rt ' s rebuttal t e stimony , the 0 & M refere : • ..: ~ 

~5 Jev n l 1s a leve l o f 0 & M e xpenses establtshed b'f L l":P 

!6 Bud or et Commit tee eac h yea r fo r use ~n 1eterrn:n:no • he 

17 amou nt o~ documentatton requ t r ed to be submitted • u thP 

1 8 Budset Comm1ttee for revtew 1n t he budget app ro va : 

19 p r ocess . The reference le ve l should oe see r. ns <1 r.eo~ns 

2G to i 1p r ove effic1ency and eff ect 1vene ss of tne u ucge •-

2 1 p roc • ss . It is no t , an d should not be r:o nstrue•i 1s , 

22 r1gic requtrement base d 0 n an : nfle x1 ble f o rmJ:a ro hf' 

23 bli ndly compu ted by management Wi thout cons:rler:no ~hP 

24 specif ic fact s a nd c urr ent Circumstances . 

25 c:econdly , Mr. Schultz s pecif:caJJy c1tes s ~ vPr=t! 
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1 0 

l l 

l 2 

1 3 

1 4 

! 5 

l 6 

! 7 

l 8 

l 9 

20 

21 Q. 

22 

23 

24 

25 
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i'1 CH~ li 

e xa .npl e s rela t 1ng t o 1989 r efer ~ nce leve ls ..-h tc r '• e 

oel1eves suppor t h1s asse rt: o r. hat · ~e r ~ : ~ :p ~-F 

le vels were not p r uperly de veloped. 

e r r ors ln t he 1988 budget , wh1ch a Uec t-d · he . QoQ 

re·e r ence levels, ulti mate ly "f low 1nt o ~ :ne : 99 0 

bu dget. As discussed more f ully 1n Mr. r. 1 l ber · ' s 

re outtal test i mony , Mr. Schultz fal l s t o r PcOfln t ze- tr.a t 

the adjustments ~ade to those ref erenc e level s were 

p r ope r adjus t me nts to e1ther co rr ect ~rr o r s 

previou sl y comput ed r efe rence l eve l amount s ! s ue r. 'IS 

t he miscalculation of Employee Relat 1o ns rr>~er<> r.r•: 

!~ve l rela ted t o employee g r oup 1nsu r an c e l o r :o 

Inco rpo rate change s in circumstances t o mo r~ ~cc~ ratr> l y 

r eflect e xpec ted experd1tu re s 1n the f o re c , s r r Pr. or. 

! such as the repea l o : flor1da's st ~te s a l ... ~ • a x 0n 

;erv1ces and the transfe r o ~ co rpo rate 0 f~ :c r> : • • 4 .... . -..... . .. .... 

e xpenses o ut of "Corpo rat e -cont r o l l ed " cos t s! . 

t hese adJustments actually enhance · he C" Cl'fl:t::!: 

Gulf 's budgeting p r ocess . 

Mr. Bell , you reviewed the Company' s 198 9 0 b M budget 

in t onnec t i on with the Company' s 1988 retail rat e c a se 

fili ng . In you r re v i ew of the CLmpan y ' s 19 89 0 & H 

budget, did you note any c hanges t o t he refere t.ce 

levels originally communica ted t o the p lanni ng un1ts? 
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In my ~ evzew o f r he F.mpl 0 "fE.' ~ ?c L~· : "' '1~> 

2 p ann1ng un i t oudget suppo rt , : no~ed ~a the .~aq 

3 r ·· fe r ence l eve l was 1mp r opc r ly stat ed on hf 0 r: l"l . nd. 

4 Resou rce Summary due t o an e rr o r 1 n comp .J t : r.o · " 

re fere nce level as d escr1bed by Mr. G!lbe r r:ts 

6 rebuttal testimony . I a lso noted hot th~ ac t ual 1989 

reference le;el u sed i n the 1989 budget p r oces s 

8 properly ref lected the correc tt o n o f th ~t e rr 0 r . 

9 

.0 Q. Do you believe that the change the Company made t o the 

i l Employee Relations ref ~ rence level indicates that the 

12 Company's referencP. levels were improperly deve lopPd OL 

13 that such modifications affect the use of the Company ' s 

14 budget as the source for t?st y ear d a ta used to 

1) establish rates? 

:E A. No . As s ta t e d i n my p ref: l ed d1r~ct tt>st:mor.·; , "'" 

!i rev1 ew o f the Compa ny's :tnanclal fo re c< ·~ was dPr;:Jn'.·-: 

18 to ensu re that the Company ' s f o r ecasttng sy::;~Pm mt>••• :; 

19 •he relevant professio:~a l s tanda r ds as presc ~ : ~P · I ~ :' 

2C t he AI CPA. Those stan:!arj s requtre that the :-r • <P .: 

21 used t o devel op the : :.1anc1al fo r e -:: ast p r o v :de ~ •r 

22 " oee k 1ng out t he best 1nfo r m ~ t10n t ha t ts r easona t)>/ 

23 a vailable at t he ti me" and t hat " znf o r matt on Jsed .:~ 

24 p r eparing financta l f >recasts s ho u ld be constneJ.L .. nth 

25 the plans o f the entzty ." aase d on thes• 
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au thortt at!ve gutde l ;nes , :he ch anq e s nario :-·,- · : .• ~ 

2 Company to lts 0 & M r~ fe ~<> nce !e ve ls "'"'re ·.o~ ,,.,.:' 

3 appropnate, but were tn fact req u1 rc•d , to l'l<l Ke nf' 

4 forecast prope tly ref le:::t the he st :nfo rma t. 1 r1 

5 avail able and the Int enti o ns o f managemen : . :n r:~y 

·6 opinion , modif1cattons to the ref erence h ·ve ls • o 

7 r eflec t known error s or changes 1n ct r cums ances se rve 

8 to 1ncrease r ather than le ss en the .: redt n t lt t:' )~ · h ~· 

'9 Company's budgeting p r oces s . 

1 0 

1 1 o. Mr. Schultz notes on page 5 o f his tes t imony tha~ o~!y 

1 2 one of the five "modif icat ions " to reference l evels wa s 

l 3 outli n ed in the Company' s Budget Message. Do you 

1 4 believe that this is a weakness in th~ Company ' s 

1 5 budgeting proc ess? 

16 " . No. As I s tated above , thP Company ' s re rpor.r:~ : : : • :es 

! I w1th respect to deve!optnq ..; prope r f o r~> ca~ · :!". · : ,.:,.. 

18 the requi r ement to use the oest :nf o r mat: on o1Vd •• d : :e 

1 9 at t h~ time. Ove: the c o ur "i e o f the p r o.: es s , fa ,·t.= <~nn 

20 Circ umstances may change and those ch an gf-s sLo ..:: ~ t ••· 

2 1 addressed 1n the final budget . Al]ow tng r r upe r: , 

22 documented changes in budget tnfo rmatt <1 n r o ~ e f:e r. • 

23 know., fat.ts or c i r cumstances, e spec ta ily o co rre .· · 

24 known e rr o rs in o r m1sstatament s of hu rlQ~~ 1ata , 

25 
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IS c erta tn ly not a weakness tn the f0 rPcast:n1 sys @~ . 

L 

3 Q. On page 15 of h : s testimony, Mr . Schultz st~tes that 

4 "if the Company happens to be ove r o r under t he budget 

'> which had been establ ished at a certain levE l In tre 

6 prior year, the reference l eve l cou ! d r emain unadjuste~ 

7 and would not reflect 1ny over or under budgeting In 

8 t he pr io r year." Do you ag ree with this statement? 

9 A. No . As Mr. Gilbert explatns 1n hts rebuttal rest:mony , 

I 0 and as I mentioned prev iously 1 n tn t 5 t est t mony , r he 

l I refe r ence level i s used to deter mi ne the :~vel CJ : 

1 2 documentation r equ 1red to be subm 1t ted to thP n & M 

I 3 Budget Review Comm i ttee to sup~o r t th e p!ann:nq ~n :: s ' 

1 4 budgets and not as a 9tartl ng pot nt 1n =~ve! op :~g · •e 

I 5 budget. Budget va r iance repo rt s whi c h quan :!y 

16 hiStor tcal dtffecences between a Lt ual and b~c~ Q r•c 

I 7 expenses lire used by management o : each p: ar.n: .1 '1 un . · 

1 8 to de \l c lop their c urr e nt year bud gets . Alsl'l , 'lS 

1 9 prevtously men tioned :n descrthtng the resp r,n:; :r:: : · . t>!; 

20 of the 0,.. M Budget Rev ie•.t Commtttee , rhe r ... v:•: '"' J ~ 

2 1 histor1ca l budget- t o-ac tual res u l t s 1s an tmp<) f'r1r• 

22 s tep in the 0 & M budget revtew p roc ess . The n & ~ 

2 3 Budget Rev1ew Committee ts provtded d th rr· e-.t ~> a r 

2 4 hi s torical budget-t o-act ua l repo r t f or JSt' .n ' :> 

25 rev1 e w o f the planntng un:ts ' budge• requ sts c1r:rl 
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.. t 1•" 

dCtlVtty ana lyses . ":"he pla:1:1:n •J ,n:t ·~ s t : •: ,:,: .. 

2 explatn any budg~ · - . 
3 

.; 

5 mitigate s t he r :s k t hat prttH ("ar t <.: t ta: -• ··-: • tJ<~ <>t. 

6 

7 r efere nc e leve l and may ~he r ef r.>r"' " ca rr'f •1 VP.r" , , ~ lll • lr" 

8 budgets . 

9 

1 0 o. On p age 1 3 of h i s t estimony, Mr. Schu lt z p r op o.Jes an 

11 adjus tment to the Company' s 0 & M budget related t o the 

12 empl o yee compl~ment. He uses an annualized wage r a te 

1 3 based on 1989 actual wage s to , ompu t e h1s ad j us · ment. 

! 4 Do y ou agree wi th h is use of t h is ave r age ~age r a te? 

I S A. No. d o not b e ll eve that : ~ :;; : ~>a sonat; :.• · 1 , ;;s . T.e 

I G 

! 7 

I 8 salar y relaten tO nor~al vac~nc:es . "l f) r ma : .r' · 1rt .... •., <; 

1 9 generally co not t ncl ude ma ny upper-r'lanaq••'ll· ·. · 

20 

2 1 the act Ui\l a verage sa 1 a ry •) f t hP. '=' •Jr:pany ' -; w ;~n; ,., ,..,. ,,'i 

22 ..,.ould y enerally be hlgher · han thP 1ve r .,9 e ·;a!.;~; ' ·: r 

23 the va r. ant pos 1 t1ons . 0n c P agAtn 

24 

25 

__ _ _j 
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l 0 

l 1 

1 2 

1 3 A. 

1 4 

5 

' 6 

l 7 

1 8 

1 9 

20 

2 I 

2 2 

2] 

24 

25 
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1nfo r mat1on that !S reasonaoly 'lVJ : !aro!e a •. ,. · :~:" t> ." 

I belleve tha t J s e of an a verage si\l3ry baser. o'1 · ~, 

budgeted s a la r 1es o f c ~ rr ent1y ~ac a nt pos : t.0ns ~nu~~ 

nor e accurate ly re~ l ect the be s t :nfo ~na :on J'li\:.al"'!-

f o r computing t h1s adJu s tment. 

Mr. Bel l , o n page 1 4 of his t esti mo ny Mt. Schultz 

sta tes that the election o f some plann tnq un1ts no t to 

use the Company' s model for determ ining b udgeted 

pay r oll shows "there is a lac k of cor.sist ency 1n t he 

operatio n of the Company' s forma l budgeting process " 

Do you ag r ee with this ob servat ion ? 

No. As Mr. Gilbert :jiscusses 1n h1s rebu · a: 

testimony, the l abor mode l to whiCh 'l r . 5cro.;!:z ~ .. fer~ 

is merely a t o o l o ffered to the p lann 1nq unt • s · 

assist in the c l er: c a l c a :..:u! at ton o f t h,.:r .a 1>r~ 

budqets. It :s by no means a r equt re d ;:>H ' ' .. 
Company ' c; "fo r mal budgeting p r oc e ss " and :s -.or ~ ·> 

accurate than other method5 that ma y be "mr,; ''!" ~ •, 

calcu l at e l abo r b udget amou nt s . In my •r>:n:nr, , · hP 

deci s i o n by t he vac1ous p!an n i n q unt t s • o .s t> , , ".ot 

use that specific labo r model has no t mpac• ''" • ~., 

accurac y 0 r c rcdlolll ty of the Company ' s :abo r :•url•l •1 

and does not result 1n an Inconsis t e ncy .r1 'h•> 

Company ' s forecast:ng met hodoJoo~ . 



l l)t .. .. ; ' -.. 
• J ~ .. :- •• ••• ~ : 'I ' r • :J •• 

3 ]" .' 

Q. Do you have any fu r ther comment s With re ~pe ct · o he 

2 matters re la ted to the budget process ra 1se d by 

J Mr. Schultz? 

4 A. Yes. 1 n my o p 1 n ! ~J n , • he . :1 f e r , ... n c e :~ ~ .... L: ' · ' ': '~ : . .: ~ :. ~ . · .· 

5 o1 1th respt-ct t o the c red:o : l:~y .:, : · ~.~ - ~-r:.o•.: ' :: 

6 budgeti ng process are w1 thv~ m~r ~r Mr . ;cr.~..: : ·;- .... a s 

7 f.Hled to rec Jgn1ze cer ta ::~ ';.e ·,· s ·eps :r. t : : r· ! 1. v 

8 budget process and "l as att<'mPt ed • o r!: s u• .: : r · ~, ,. 

9 t~nti re budgeting process us1nr:~ ::> o :a u·~ " Xilmp> :· ' "~ "' 

10 ar~ not support ed by the f~cts. In f ac , r P 

11 modtficattons made zn the budg e t p r nc Pss r e !~>·r ~~ · n ~~ 

1 2 11r. Schultz serve to enhance, rath"~ · han :e s-:--· r. . re 

1 3 c red ibility of the budget p r ocess . ln !5U I'II"l"'r :· · .1a ~ · 

1 4 to repeat my conclusi o n, ~a ser. v n t•Y r" V;P w' 11 -... 

I '5 Company' s entt r e ! 1nanc.a l f o ~eca s 1n•; .· / ~ ·~·~ . · r-.,,r · r, •· 

16 sys tem conforms w1th re :evant p r O( PSS I Or. d : ·~ · .l ' : 1 : ! ....: , 

1 7 IS adequate fo r I ts pu r pose s , . s como l •- t" .. ·. : l , t .... ~ ' • • • .. "" ... . . 

1 8 foun ded , and c an be re l 1ed upon to pr Jo : .:..:~ ·c , r.f. ... •en t . 

19 r eliable r Esul ts base~ on the assumpr: o r • . 

20 

2 I Q. Does t h is conclude youc te s timony? 

22 A • Ye s . 

.23 

24 

25 
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(By Hr . Holland ) Hr . Bell, have ~ou prepared 

2 a summary ot y our testimony? 

3 

4 

5 

0 

A 

Ye-o , I have. 

Would you please proc eed ? 

Yes. 

6 My rebuttal relates to the statemen~s made by 

7 Hr. Schultz on the budgeting proceos. The commdnts 

8 aade by Mr. Schultz t egarding the lack of ~he 

9 credibi lity of the Company's budgeting process are 

10 without merit. The modificdtions made i n th~ budgeting 

11 process roterred to by Hr. Schultz, in my judgment, 

12 enhance rather than lessen the credibility of the 

13 process . 

14 The Company's budget i nq process confor ms to 

1 5 relevant professional standards , is c omplete and 

16 logically founded, and produces consistent , reliable 

17 results. 

18 Finally , regarding Issue 38 and speci1ically 

19 the Commission Staff audit, we have co~ducted numerous 

20 thorough audits o f Gulf Power. It is my profess ional 

21 opinion t hat the s y stem of i nternaJ control s and the 

22 plant accounting system are ad equate and appropriate. 

23 Furt her, I believe the management o f Gull' Power a c ted 

24 prudently i n t he i nvest i gat ion o f and correcti un or 

25 irregularities. 

FLORIDA PUBLIC SERVI CE CO~~I ~S J ON 
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2 

) 

Tha t conc ludes my comments. 

MR . HOLLAND: Tender Mr . Bell. 

KR . HALE: We have no questions. 

)77 4 

5 

MR. PALECKI: Sta! t has ro questions. 

CHAIRMAN WILSON: Questi ons, Commi~sioncrs ? 

6 No questions? Thank you very much. No redirec t, 

7 obviously? 

8 

9 

10 

11 

12 

1) 

KR . HOLLAND: None. 

CHAIRMAN WILSON: Thank you ve ry much. 

(Witness Bell excused) 

CHAIRMAN WILSON: NeY.t witness ? 

KR. HOLLAND: Ca l l Mr . Sca r brough. 

14 ARLAN E. SCARBROUGH 

15 hav i ng been previously d uly s worn as a wit ness on 

1 6 behalf of Gulf Power Comp~ny, was c alled as a r e buttal 

17 witness , and tes t i fied a s follows: 

18 DIRECT EXAMINATION 

19 BV MR. HOLLAND : 

20 

21 

22 

Q 

A 

Q 

Mt. Scarbrough, are you ready ? 

Ves. 

Mr. Sca r bro ugh, have yo~ previ ously been 

23 s worn and testif ied in this proc~edinq? 

24 

25 

A 

Q 

Ves. 

And have you caused t o be ti led testimony 

PLORIDA PUBLIC SERVICE COMMI SS I ON 



1 entitled "The Rebuttal Testimony of Arlan E. 

2 Scarbrough"? 

Yes, I have. 

377 5 

3 

4 

A 

Q no you have any additions or c orrec tions to 

~ that teatimony? 

6 

7 

8 

A 

Q 

A 

Yes. 

Could you --

on Page 34, Page 34, Line 4 , chanqe "new 

9 plant," to "production-related A&G." 

10 And on Page 35, Li ne 8, chc nge S151,288 to 

11 $126,566 . (Pause) 

12 

13 

14 

Q 

A 

Q 

Does that complete your corrections? 

That concludes my corrections, yes, sir. 

With those corrections, if I were to as~ you 

15 the questions today that are contained in your 

16 testimony, would your answers be the same? 

17 

18 

A Yes. 

MR. HOLLAND: Mr. Chairman, we'd ask Mr. 

19 Scarbrough's test imony be inserted into the ~ecord a s 

20 though read. 

21 CHAIRMAN WILSON: Without objection, hi s 

22 testimony will be inserted into the record as though 

23 read. 

2 4 MR . HOLLAND: I believe M~. Scarbrough's 

25 rebuttal exhibits have been premarked and s t i pulated 

FLORIDA PUBLIC SERVICE COMMI SS I ON 
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1 to . 

2 (Exhibit No. 19 previously stipulated into 

J evidence.) 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1 ) 

14 

15 

1 6 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

FLORIDA PUBLIC SERVICE COMMI SSION 



2 

3 

5 

J 777 

GULP POWER COMPANY 

Befo re the F lo r td a PubliC Servt c e C0~m ;ss:0r. 
Rebu t~ al Tes t tmony o f 

Ar l an E . Scarbrouol"t 
In Suppo r t of Rat~ Pe:!ef 

Dock e t No . 89 ! 34 ">-C:i 
Date o f F!ltng Ma y 2 1 , i991J 

6 Q. Are you the same Ar lan E. Scar b r o ug h who te s t i f 1ed 

7 earlier in this proceed ing? 

s A. Yes, I am . 

9 

10 Q. What is the purpose of your testimor.y 7 

1 1 A. The pu r pose o f my testimony ts to rebut tne t"'s~ ·mr> r'/ 

l 2 of Ms . Bass, Mr. Larkin , Mr. Seery , and Mr. Sc ~ .~.: !·z 

; 3 and posttions take r. by t h em w1th resp .,.c r t r ~~"' 

iss~ e s raised 1 n th i S p roc eed1nq . 

l s 
!6 Q . Have you prepared an e xh ibit that contain s 

1 7 information to whi c h you w1ll refer 1n your 

l 8 testimony? 

19 A. Yes . 

20 rounse 1 : We as k that Mr. Scart>rO•J'1r. ' .s 

2 1 EXh! blt (AES-2 1 , compr.sE' •: •! 

22 1 schedule , be mar k ~<'l il!' 

2) E x htbl t 

2 4 

25 Q. Mr. Sca r b r ough , Ms. Bass has recomme nded that a 
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return on equity penalty be impose d on the Company 

fo r mismanagement. Do you agree? 

3 A. No. Mr . McCrary has clearly shown that an equtt y 

6 

8 

9 

1 0 

I 2 

I 3 

14 

1 ~ 

16 

1 J 

1 8 

1 9 

20 

21 

22 

23 

24 

pena l ty 1s not j usti f ieri . The fact 1s , we have be~> n 

and cu rren tly are being f ina nci a lly pena l tzed as a 

result of the various 1nves tigat1 ons . Obt a 1n1ng rate 

relief adequa te to mai nta i n ou r financia: 1nteqr:~y 

has been delayed at least a ye3 r as a resu lt of 0ur 

volunta ry dism 1ssal of the 1989 rate case. For 1989 , 

our jurisdict i onal re~urn on equity wa s 10 . 8~ 

percent. Now, even granti ng the f u II r equested 

increase in th is case wi 11 r esult 1 n the Company 

earning only 9.47 per:ent ju rtsd tctlona1 re tu r n o:o 

equ i ty for 1990. A& 1 stated on pages 9 - I! tn rry 

direct testimony, and as shown on Sc hedu:e 12 o f my 

exh ibit ( AES-1), the rat lng agenc tes are extre~e:y 

concerned abou t t he ~ompany ' s ft na nctal pos1t1 on . 

Fa i lure of the Company to obta ln rat e re ltef 

sufficient to earn a rea sonable ret u rn o n Pqu:t'l ·'· 

th is pr~ceeding Will only worsen the s1tuat10r. . ' ' 

th is occu rs, not only wtll t he Companr a:1d :ts 

shareholders suffer , but ou r c ust omer s Wi ll suff(' ,;;:; 

wel l f rom h i gher financ1ng costs 1n the f ut ur e . 

2S Q. On page 22 , l ir.e 11, Mr. Larkin has recommen d ed t~, e 
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disallowance o f t he a cquisi t ion a djustme nt related t o 

Plant Scherer common facil1t1es. Please discuss this 

t ra ns ac t ion . 

4 A. The Commiss io~ should constder th~ v~lue r ~ce:v~~ · ~ r 

6 

7 

8 

9 

10 

1 1 

l 2 

I 3 

1 4 

IS 

16 

' ., .. 
18 

20 

2 l 

the dol la r paid in dete r m1n1ng thP approp r iate a~nJ~t 

t o ~pprove fo r recovery. EffeC tive NovPmher ! Q, 

198 7 , Gul f Power Company purchased p r odu Cti o n plant 

facilit i es c ommon t o all f ou r un1 ts comme nsu r ate w:tn 

its pr e v iously a cqui re d 25 perc e r.t owne r ship pos 1u on 

in Unit f 3 o f P l an t Sche r er . Geo rg ia Power Company 

sold thei r un di v ided owner s hlp 1n Plan t Schere t 

Common Faci li ties t o Oyletho r pe Power Co rpo r a tiOn and 

Da lt on i n 1 980 and 1977 , respecuvel y . ! n add1t 1r;,n , 

Ogletho rpe and Daltor tncu r red subsequent 

const r uction expe nditurts and carry1nq cos t s u~ · :! 

the date o f the sale t o Gulf . Gu l f Power co~pany 

pu r chased 6.25 percent ! . 25 un1ts x . 25 owners ~to 

one unlt l of the common fac1i1t:es fr om Og1e tro r p~ 

Power Co rpo rat ion and the C1ty of Dalt0n f n r 

$ 25 , 8 4 1, 510 a nd $ 3 , 290,3 40 , respect.ve ly . 

22 Q. How is the purchase o f common facili t i e s recorded on 

23 the Comoany book s? 

24 A. We recorded the purchase acco rd tnq t o thP qut~e:1nes 

25 p rescr ibed 1n Electric P!ant !nstruc t ton No . 5 . Th1~ 
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3 
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rule r equt r e s tha t , when an e ! Pct r: c p'ant 

consti tuting an ope r at tng untr o r system :s \Cqu:r• · 

by pu r chase , th e costs r. f acqul sltton , 1nc . ul:nq 

e xpense s 1nc . denta l t ht> r eto pr )per ly :nc,u'):! : e . .. 

electric pl a nt, be charged to Accoun t JOi , f~~> .: · r : 

Pl ant Pu r cha s ed o r Sold . The account: '"lq ~ 

acquisitiOn IS c ompleted a s f nllows : 

( 1 ) The o r ig inal cost o f p l ant , PSt!~arPd 

not known, is cren1ted to Acco un t 10' , r:l t> : trt c P:a· . · 

Purchased or So l d , and co nc u r ren t; y ~ harged t n t tP 

appr opriate e lectr ic pl ant-l n-se rv tce a ccoJntn. 

( 2) The depre.: iat lon a nd amo rt :zat:01 

applicab l e t o t he o r i~in a l cost o f the pro;:><!rt :"s 

purc hased is charged t o Accuunt 102 , E:ec ~r :c P!ar. · 

Purch a sed and Sold , a nc concu rr e ntly ~ red;tec o tr. ~ 

app rop r i ate account f or accumulated p ro v1s: nn ~ ~ r 

dep reci at ion o r a mo rt 1Zat 10n . 

1 3 ) :' ne a mount r ema 1n1ng 1n Ac.:ount : c2 . 

Elec tric Pl ant Purchased o r Sold , 1s t hPn ,...lnsP~ ·.r 

Q. What does the acquis i t i on adju 3tment of $8 , 680, 507 

re p r esent? 

A. The $8,680 , 507 acqu:sttl on ad Justmen t amoun :s ~ade 

up o f thr ee compo ~ ent s : :nte r Ps o r C drr y:n~ rns : 
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t he amount o f .$4.86 5 ,444, Acc umu l at ed De p r ec : a :•H. 

$ 3,796 , 376, and A & G Cost (l ega l) : n tn<? a mnllnt ,, f 

$ 18,687. 

ElectriC Plant Instructt ~ n No . 5 1n th~ Code n ~ 

Fede ra l Regu l attons st ates t hat " the d e p r ec: ~ 10r. a nd 

amortization appl1cable to the o r 1g 1nal cost o f 

properties purchasec shall be cha rged t o Acc-ou nt !'l1 , 

Electri c Plant Purchased o r Sold . " It wa s nec e ssa r ·1 

fo r the Company to r e- compute thP accumulated dep rPc- :M · '"I 

reserve balance for the f o llowing r e~sons · 

(1) City of Dalton carr i e d no depre c la tton a, 

thei r boo ks , 

(2J Ogletho rpe Power Corporation v1ntag ~~ ' h~ 

maj o rity o f original cost o f commo n fa c 1 l 1t :es : n y~, = 

1984; whe reas, the c o rrec t 1n- s er v1ce d at e ! o . · t'e 

fa c1l1t1es was 198 2, and 

() ) If the Company had us ed the data a s subm1tr ~~ 

f'lo~i~a 
by Ogl ethorpe Power Co r poration and o~ J on , ~~ Flo •rd~ 

PubliC Se rv ice Commissi o n ( FPSC) wou lrl re -a:!oc ar~> • :e 

accumu l at~d deprectat ion r ese rve u s 1ng r, u l f ' s ratP s • r, 

be flied ln its next Deprec1at1on St udy : n l Q9 J . Tf,r> 

rea son for this re-a 11ocat1on is bec~usP he 

acc umulated deF rectatlOn reserve wo ~ ld ha ve he Pn 

under stat e d by using Ogl e tho rpe's an~ Da l t on ' s r es~rvr 

balanc~ . 
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The acquisiti On ad )ustmen o f $ a , ~8 0 , 5 0 ' wa s 

2 recor ded 1n accordance ..., tch the Plant .1-• ..:cou nt: :~; 

3 I ns tr uc t i o ns app l i c ab l e t o thiS pu r c hose . ':he 

4 Federal Ene rgy Reg ul a to r y CommlSS!On (ff. RCl ac cep t~>~ 

5 the Company' s p r oposal to clea r Account 1 0 2 , ~:<> r tri • 

6 Pl ant Pur cha se d o r Sold , tncludtnq riepreo:::a . o-:, o-, 

7 November 2 , 1988. 

a The purc ha s e o f the commo n fact l ll t ~ s was :n 

9 accordance wi th t he agreem e nt t o ~u r cha&e a 

10 25 pe r c ent Interest 1r. Pl ant Schere r :.Jn: t t 3. The 

11 $8.7 milliOn is a prudent c ost r elattng t o Plant 

1 2 Scherer a nd s hould be tnclude d ln rate base. : o 

1 3 il lustrate th i s po t nl a nd the stqnt(tcant va!u~ o 

14 ou r cus t omers, It I S e s u mated that Plant Sche rer' .; 

1 5 Uni t 13 depre~ iated boo k cos t f o r 1~90 w1l ~ oe $7 6 C 

:c per kw, whiCh is wel l u nde r the $ 1 , 16 3 e stlma ted per 

1 7 kw cos t t o c ons truc t a new coal un.t 1n 1990 , a 

18 s a vings o f appro x ima t e ly $ 85. 4 mt !I t on . 

! 9 

2C Q. On page 23 , Mr. Lark in state s t hat the acquiSi tion 

2 1 ad justment wart ificial l y i nflates t he cost to b e 

22 borne by ratepayers. In this i nstance, t he benef it 

23 flow£ t o the Southern Company thro ugh Geo rgia's 

24 Powe r ' s i nf lation of the purchas e pr ice wh ich Gult 

25 pa i d f o r t he Sc he rer Ln i t." I s thi s a fa i r 
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cha racter i zation of t hese transactions? 

2 A. Abso!u te ly not. There was no net boo k qa1n n r 

J econom1c ga1n t o Georgta Powe ~ Company o : So~th~r~ 

4 Company related t o the purcha se of Plant Scherer 

5 un it t 3 or any of the re lated c ommon fac1l1t:es 

6 pu rchased by Gulf f r om Oglethorpe and Dalton. 

i 

8 Q. The issue of accounting for the Ca ryv il le " sod fa rm" 

9 has been raised by staff. How d oe s Gu l f bcco unt for 

10 the "sod farm" ? 

11 A. Gulf ' s r evenues and eK penses from the C ar y v lll~> " sorl 

1 2 f a rm" are reco r ded in Account 417- Revenues ~ :om 

13 Non - Utility Ope r ations ' below the l1ne ' on th(> bo0k~ 

1~ and reco rds of the Company. Income Ta xes are 

1 s recorded 1n Account 4 0 9 - ~ Income Taxes - Ot ner :~cone 

16 and Deductions and Payroll Ta xes are recorded :n 

Account 408 - 2 Ta xe s Other Than Income Ta xe s - ~t·e : 

_a Income and Deduct ions. The I nvestment 1n tho ·:a.>: 

19 and equ1pment i :.; r eco r ded 1n Account 1 21- Non-' 1 11:•:' 

20 Propert y .1n d the lease payment f or •Jse o f the :ar. i 

2 1 paid by the sod farm to Gulf 1s c red 1terl t o the 

2 2 electoc rlepar tment Accoun t 4S5 - Int erdepart m~>'lta : 

2 3 Rents 

24 

25 Q. The issue of a llocating all of t he approp r iate 
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investment and expenses t o its applianc e d:vis 1or. has 

been ra i sed by staff. How doe s Gulf a lloca tP thP 

i nvestment and expenses t o I t S app l iance d t v1s1 o n? 

4 A. Gu lf records a ll ~erch and1s1nq reven ues and e x p~ n se s 

5 a s we ll as the 1ncome and payrol! a xes o ! t ~e 

€ Appl i ance Sa les and Serv ice ope r at ion ' hP! ow · ~~ 

7 li ne.' The rate base ts ad ) usted ·o r e move th(• 

8 1nvestment 1n p lant and e q uipmen t re l ated t n 

9 mer c handi si ng. 

1 0 

11 Q. Mr . Larkin has p r oposed the d i sallowa nce o f a ll o f 

1 2 

I 3 

14 

15 

16 

1 7 

18 

1 9 

2 0 

22 

23 

24 

25 

Gulf ' s investment in the ~allahassee Off ice. I s th i s 

appropriate? 

A. l'l o . Al l o f the State a1enc1es tha t reg ula t P G ~ ·~ 

Po we r are l ocated 1n Ta ll a ha ssee . Th e Tal:a !i d~ S e" 

offtce i s r ou t i ne l y and r eg ul ar ly used a s o !~ : c ~ 

space and confere nce fa c1l1 t t e s hy Co~pa ny emp l 0~~e F 

and representat1v~s who par tiCipate 1n Comm 1SS1 0 n n r 

other governme ntal hear ; ng s , •..,oo rks hops , mePt 1 r.g!' , · JT 

other a c t i vtttes wh1ch or.cur 1:'1 the S ta te ' s c a p . • a . 

city . Po e ex ample , 1n 19!38 there were o ver '>0 

occasions when mo re than 65 tndlv1dua1 Gulf ~mpl oye e · 

Ql 
o r t epr(:snta tlves , other t!ia n Mt. Hender son •lr 'l r . ,. 
Con ne lL were t nvolved : n heannqs . mee t1n<;s . 'lnd 

workshops wt th PSC Sta ff . ThiS doe s no t tr C' : u d ·· ~ "· "' 
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use o f the o ff1 c e by other Gul ~ empl :: y (> e S . .,..,o <~ f'r<> 

meet:nq with st af fs o f t he Depa r tmentf o ~ ?evPnJ~, 

Envt r onmenta l Requlat : on , Natu :al Reso Jrc es , ., . ~ 

Moreover, n one of !'lr . Connell ' s wo rk lnvoiv~>s 

lobbying, and muc h o f wh a t Mr . Henderson rloes o u r () ( 

t his office does not const itute lobby1nq . Th~se 

f acili ties a r e used p r i ma r 1ly fo r regu:a t o r y and 

ot her adm1n1 stra t~ ~ ~ wo rk, and a r e p r ope r ly :nc\J~P1 

in ra te base as a r easonable 3nd pr udf:'nt ut 111 ty 

in vestment. In t he lnter (> st o f r emo v 1ng u nneces~ar~ 

c ont r o versy from th1s docket , we have aq r~ ed t 0 

remove 25 pe r c ent of t he off1ce sp ace allocated t o 

Mr . Hender son ' s l oc a tton from ra te hase . The 

r emain i ng i nvestmer. t should be a llowerl. 

16 Q. Is Mr. Larki n 's adj ustment to exclude pcepa 1d pe nsion 

I 7 

J b 

1 9 

20 

2 l 

22 

23 

24 

25 

cost justif i ed? 

A. No . Jn 1988 , the Company r eco r ded $ 1 , 385 , 000 o f 

pen s 1on expense on tts coo k s . This am0un t wa s 

calcul a t ed us i ng the "p r ojec ted unlt c r ed1 t" 

actuartal 11ethod that 1s requ1red by the F1nanc:a: 

Accounting St andards Board (F ASB) St at~men t No . 87 . 

Ho wever, the Company IS all0wed unde r s ecnon 4 0 4 ( '! J 

( 6} of toe Int e r nal Revenue ':ode t o cl a1m a !ar<?er 

t ax deductt o n f o r the 1987 ta x yea r l~ the 
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ac tuar ia l ly de t ermined ma x 1~um t a x d~duct1on ~ ~ r ·he 

1987 y~ar 1s funded to th~ plan p r :o r o septemo~r 

IS , 1988 . The Compa ny de c iCiPd to ta ke advan aq P ~ ~ 

t ~ls pro v1s1on t o ma x imt ze the ta x dedu~t1on lbas~c 

on the higher 1987 Fede r a l 1ncome ta x r etPsl anl'l , 

therefo re, funded an a moun t 1n exc ess o f •he ex r ~ ~~ p 

determined f o r book pu rpose s 1n o r der to s e c~re thP 

inc rea sed tax deduct ion. The p repa ymen t 1 nc l·Jded t n 

wo rking capita l 1s t he t hir t een month ave•age o f the 

difference between t he amount funded and t he amou~t 

expensed. The custome r receives ~he b~ne ~1t of the 

rela ted de ferr ed taxes i n the cap1 t a l structure. 

Th i s was a prud ent decision by the Company and t r· 

p repayment should be tncluded in wo rk1 ng c ap1t~l . 

16 Q. Beginning on page 50, Hr . Schul t7 talks abou t 

1 7 non-recurring expenses f o r rebu il ds. Has the 

1 8 Commission addressed the issue o f c ap italiz i ng versus 

19 expensing in a generic dock et ? 

20 A. Ye s . ln 1984, the CommiSS IO n opened Docket 

2 1 No . 8 4020 4-El to addr e ss the b road spectrum of 

2 2 ret1rement un its and the 1ss u~ o f capttaliZI~ q vPrs ·· s 

23 e xpensing . A recommenda tiOn wa s mace th~t Jn 

24 approved l1st of reti r ement unit s be de v~l0ped ~or 

25 t he elect r i c util i t1es 1n F lo r 1da. 
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This process wa s comple r ed wh e n ' he F :o r: ~a 

2 Adm tnis tra t1ve Cod e wa s upda ted to 1nc!ude t ~ e ~ Pw 

3 p r ocedures in the Rev 1s1on dat ed Augus t 1987 . II. l t s ' 

o f Re t irement Untts I E le ctrJ ~ a l P!antl wa s also 

5 issued tn 19t!7 by the FPSC. we bel1eve that thP 

b Company ts 1n compli ance w1th t he r u l es f o r e xpens .·0 

7 versus capita lt ztng addres sed 1n D~c ~ et 

8 No. 8 40 20 4-EI. T.> foJ low the recommendat 1ons o f 

S Mr. Sc hul tz would be tn d trect conf :1 c t w1t h F'P SC Anrl 

10 FERC Rules and Procedu re ti . 

1 1 

12 Q. ~re the Rules of the FERC and PPSC specific on 

I 3 re ti rement unit accounting and expensi ng ver sus 

1 4 capital i zing ? 

IS A . Yes . In the main tenance i nstrucn u n conta tn ed 1n t i"IP. 

16 FERC Section o f the Code o f Fede ral Pegul a t1o ns , !tP.M 

1 7 J p r o vides that wo rk perf o rmec! speclflcally ~ o r tt-.t:> 

10 r>u rpose o f p r event1ng fai lu re, res tonng 

I 9 servt c eab i ltty o r matnta!~ln~ l1 fe o f plan t :s 

£0 c har geable t o expense , not plant . ! t e m 8 1 n t he !0 ",., .~ 

2 1 ! ec ti o n st~ te s t hat rep l ac1 ng o r add1ng mtn0r 1rems 

22 v f plant whi ch do not co nstitut e a rP tt r e me nt t:nt r .. , 

23 a n e xpe nse p roce ss . 

24 

25 Q. On page 50 o f Mr . Schult z ' s teRt 1mony, he has 
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recommended that certain it em s be C4p ita1i zed rather 

than cha r ged to operation and ma int e nance expenses. 

Pl ease address thi s recommendati on . 

As 1ndicated 1n 'l r. Sch u ltz ' s t estimo ny o r. p;;cH• ''' • 

Gulf has begu n reb;nl clng 1ts heavy lt :-~ e 'J "'l.:clo-~ . 

Pn o r to Gulf perf o,·m : nq th1s wo rlt, a :-~ ou t s .~.., 

contracto r wollld per!' o rm t he wo rk f ,.. r r.~:~ ~ - -~., 

outs1de contractor wou ld replac P t he c an and chasst~ 

of the veh icle , a ret trement un 1t fo r Gulf, an d 

re install the old hydralll:c ltft sy s tem s . 7he cost 

of the n~w cab and chass 1s was c ap1 ~ l1z en ann he 

rep laced cab a nd chass1s were r ett ~ed. c~rrently , 

:he wo rk perf o rmed by Gulf Involve s t he rep : a c Pme :-~ · 

of items such as trdnsmtssl ons an d bra kes o r the 

rebuilding of engines, etc . ; all o f whi c h tn vo :ve th~> 

replacement of less than a ret1rema nt un1t. 7~e FPSr 

Rule that addresseR th ls ~1 tuat1 o n 1s Rule 2S - ~ . n : ~ 1 

c f the florida Admlnts tra tt ve Code wh1c~ sta · ~s : 

'lhen a m1no r 1tem :s rep l.:;c eci :nde pe r. :~>n• / 
o f "he ret t re ment un1 t o f wht c h lt .sa p -. rt . 
the cost of rep l acernert shal l !1e cha r qerl r o , ... 
maintenance accoun t appropnate fo r the lt"rr , 

e xcept that if ~he rep jaceme n t affec ts a 
s~bstan ~ ial better~en lt he p r1mary at ~ o • 
whi ch is to ma ke the property affPcterl mo r e 
u s e f u 1 , mo r e e f f i c 1 e n r. , ~:~ f q r e a t e r d,; r a h : I : t ! , 
o r o f greater c apa c1 tyl the excess cost r; f • ~" 
replacement o ver the est1ma l ed cos t a t cu rr., nt 
pn ~· es o f r eplactng Wi t hout betterme . t sna : ~ :>P 
chorged t o the appro;>~ ! ate pl a:1t a ce un 1. 
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S : nc e the rebutldtng proces s s:mply repla ces 

2 m1no r i t ems of p r ope rt y on the veh 1cles 10 quest10n , 

) the p rocess is no t hing more than mai ntena nce und e r 

4 t he a t...ove r ule . A re ~ 1 rement un1t for Gulf re:at.· • l 

':> t o v~h t cl es, exce pt as noted, :s genera lly notr .~ J 

6 sho rt o f the en t i re ve hic l e. Spe c1al o0di~!i , 

7 truc k- mounted hydrau lic svstems , a1r C.)mp resscrs , ~· 

8 et c ., a re trea ted a s r etirement un 1ts when 

9 transfe rr ed fr om one veh icle to anothe r 0 r r ~t1r~d 

1 0 from se rv1 ce . The cost o f rep lac1ng any ltem ~Pss 

1 1 than a complete vehicle o r the above ment : onPrl : Pm ~ 

1 2 are p r operly chargeable to the automot.ve c:e3: :ng 

1 ) account wh tch is t hen a ll~cated to Ope ration a~d 

14 Ma int enanc e (0 & Ml expense s o r c ap 1tal 1zed b a sed n, 

: 5 veh1c . e usage . 

1 6 

17 Q. !s Mr. Schul tz ' s proposed ad justment of Opera t1on and 

18 Ma intenanc~ expense in t he amount o f $ 116,500 re lat ed 

! 9 to veh icle rebuilds proper? 

20 A. No. As I have stat ed earlltU, Gu lf .s 11 rcount:r.q for 

the wo rk be1ng performed 1n 11cco rdance wtth FER C 

2 2 System of Accounts wh;ch has been adopted by ~h iS 

2 3 commiss1on. Mr. Schultz ' s ad just ment proposes 

24 account1ng trea tment contrdry t o the Commlsston ' s 

25 accounting regu l at ions . 
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1 Q. I s the r e any basis for Mr. Sc h u l tz'~ =once r n that 

2 "the rebuild s ace ex pe nsed and a l s o inc l uded : ~ the 

3 absorpti on rate"? 

.; A . 

a re charged I nt o clea:tng ar. coun t s s:;,c e th~ veh:··,. 

6 a r e used f o r vari ous JObs , ma ny o f whtch may ~avP 

7 d t fferent a cco unt cl a ssi ft c •tton s . The cos~s 3~,. 

8 t hen clear ed to t t 9 proper Ope r att nn and M a:~~,. ~ ~ nr a 

9 or Capital Account by app :y: ~g an ahbor~tlo n Factn r 

11) based on the ac tual mi leag e ~ r hours ~s"d . 

1 1 The costs o f m1 no r compone nt rebutld : ng n ~ • !" · · 

1 2 ~ ea vy eq u1 pment are treat ed a s any ot :-,er ve :H :le 

1 3 mai ntenanc e cost a nd ~ re c har ued to the c! e ar.nq 

l 4 account. These cas ts are Included whe n d e ve:or:~q 

1 s the abso rp t ion rate and ar e c lea red by apply:no ·~ d' 

16 rat e . There i s no " doub le-count i ng' u f the se 

1 7 e xpend i tures . 

18 

19 Q. On pa~e 84 of Mr . ~chultz's test imony , he has 

20 recommended that ce rta in re c u rr i ng expenses re l at !nq 

21 to Underground Network System Repa i r be c apital i zed 

2 2 rather than cha rged to Operation ' Ma intenance 

23 expenses. Please add r ess thi s rec ommenda t ion . 

2 4 

2S A. 'lr. Schul tz Ind i c a t e s plant t n s erv1 ce s "ou!d b .. 



3 

4 

5 

6 

B 

9 

1 0 

I 1 

12 

1 3 

1 4 

l 5 

16 

18 

l 9 

20 

2 1 

2 2 

23 

24 

25 

Docl< e l No . 
W1tne ss: A. E . S c arhr oug~ 

?3qe l 5 

J I '1 1 

Inc r ease d by $ 90 , 000 fo r the "reman ufactu r i ng " o f 

net wo r k p r otecto r !; and <nalnt enance o f net w" ~" 

tran sfo r mer s . As I : ndt caterl prev1 cus!y :~ mJ 

t e st i mo ny re l at irg t o truc k rebut !ds , th f: PPS C r •lle 

~hat re l a t es to this s:tuat ton :s Ru l P 25 - 6. 0 : ~ 2 0 ~ 

the Flor i da Adm lntstra t . ve Cod e. 

"remanu f actur ing p r ocess " s1mply r epla .= es -1n o r t' el"'~ 

of p roperty or. each o f the 22 netwn n prot e ct o r~ . • '1 <> 

proc e ss 1S notht ng mo r e than m a !~t Pnan ~ e under 

above rul ~ . R emanu f~c turing I S syno ny~ou s · .... :rh 

mai n t enance, as are othe r wo r 1s use rl :n t 'le .. ; f" c ' r: c 

Ind ustry such as r e nova r e , r ev1 t al1Z P , res to r!', 

update, mod if y, ref u rtnsh , o v e rha u l 11nd t he l.k'' · 

In Docke t No . 83 0 525- EI , Ger.enc : n vest: gc:n : o.-. 

Pr oduction Plant l nc r eos~ , the F PSC wa s very 

specific about t hei r c o ncerns regardtng c apttaltz: r., 

proj e c ts that re l ate t o maint enan c e. ! -. : ! s 

Memorandum dat ej February ~ 1 98 5 , the fPSC c;tlt~ 

s tated i n Ite m 5 , 

There are some c ases o f c aplta::zJ ' : r. w'- : - · 
a re quest 1onahl .. , hase d o,, the co">pa- ... !< ' 

d e scr1pt 1ons n ( the oper ations . -~P S P 

i nc lurle Ci\ses rl Psc-r1bed as ' rest o rar : ,,~ ,· 

'repa1r ,' repa1nt . 

':"he t~pensinq of the remar .ufar: t unnq 0 f • rp nP' ~''H " 

pro tecto rs and • he matr. •e:nance o! n<>t •.Jo r< 

tr a nsfo r mer s (repalnt ' n'l ar,rl regasl<Pr 1rqJ cle<~ r l '( 



::>nc- 1-e •:'=' . 
W!tnPss: A. E . 

fa ll Wtth ln the ! nt _nt o f Item'> . 

2 

8 9 13 ~ ') - ~: 
Sca r h r n ... r;: 

r ; 1" · •. 

3 7 'J . 

3 Q. ~r. ~cott Seery, o n p ag e 18, and Mr . Hugh Lark i n, o n 

4 page 11, of the .r re specti ve tesu mo n 1e s , r ecomme nd 

5 remov i ng non-ut il ity Investment fr om the c ap 1tal 

6 s t r uctu r e directly from equ i ty rather than by a 

7 weighted average cost of c apita l method. Is t ~ ~ s 

8 appropriate? 

9 A. Ab so l utel y not . F'1rst n f all , f u nrls iH ~ f unq 1h! ~> ,, !> 

1 0 s t a t ed by Mr. SPery . They c anno t Of' t ra cerl r n ~>a r'1 

1 1 ind1 v 1dua l Investment o r Pxpense . r~ r . Seer y 'lr ' h'e s 

1 2 that the c o s t of c ap t t ill should be baser! o n · h ~> 

capital requ i r ed to p rov:~e electrt c s erv:ce. 

I 4 a lso argue s t hat regulated u 1 Lne s 11 re o ~ ~ .. : a . :»: ·; 

I '.i low r1s k, t ha t there c.re f~ w 1ndust rt e s o ~ to ~·er :,s , 

l 6 and there f o re any ln v e > tmen ts tn non- reguiared 

'7 subsldtari e s w1ll 1nc r ease the u t i!Hy ' s cos• ·> : 

18 CaiJttal , t her ebv 1nc r eas1ng the cost t o the rus • t.>r~r 

I 9 and subSidi Z i ng the non-ut tllty 0pera •. 1on . 

20 c onclus1on is lnappropr:at e bec ausP, . "' . . : . 

2 I Mo r in o n p ... ge 6 1 of h 1s i: ~~ c t est:rron·t . ~u! : ;>r ~ "'r ' :-

2 2 non-utility operat1on~ r epres ent a .le'llllpb:f' u r ··p · . .. 

2 3 of 1ts tot a l operations anr:l , · 'le re f o r P , :n·: esr•H <> ,; r ... • 

24 not perce1ve that they sho<~ld e xper t c1 'H gher r<~> · .r" 

25 because of Gulf 's small ; n ve s tment 1n rl1ve r s 1f !•: l 
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ac t lVltles . Gulf ' s stoc khold er s s houl~ n0• he 

penaltzed as a re sult "' r . SPPr y ' s gf'n<>ra lt 7ilt l0n . 

) 

Q. Publ ic Cou ns el ha A ra i sed an issue regard ing the 

5 Company's co r porate goa l ~ u increase 1ts le ve l o f 

6 equity i n rela tion to ot her sources o f cap1tal. Is 

7 this goal appropr i a t e ! 

a A. Gul f Power has adopted a long-ter m goal o f a t a:n;ng 

9 a common equity rat1o of 40- 45 per c ent. The tt rr :nn 

1 0 at which this goal IS achieved IS cl epende nt upor. 3 

11 number of fac t ors, lncludtnq the ann 1a l ene:na : 

1 2 fi nancing requtrement s of Gulf Po wer co~pany . 

J 3 common equ ity target reflects r.ulf Powf'r' s ~<>s:r<> · ~ 

main t ain a st rong 'A' bono rat1nq. 

I S 

16 Q. Why is it important t hat Gulf ma intain a s tr 0nq bond 

I 7 rating? 

18 A. The bond rat1n.:j ts t he st:1gle most 1mpor a n an <~ 

1 9 VlSlb l e tnd i cator o f c redtt wo r th tne3s f o r a ur 1 lltf . 

.2 0 The r a tings ar e pnmar! !y the p roduc ·. s o f thff'e 

2 I ra t1nq agenc1e s (Moody ' s Investor s Ser vtcP , 

2 2 Standa r d & Poor ' s , and ::>uf~ 1o Phelp s ) wh1ch rate r."ut 

2) ann p r efe rr ed stoc k SPCH:t:es f c. r !n vest o:s 

24 ac c ording t o che d e q re" n f r t ~ k ro tt-e tnvesto · . 

Generally speaktng , t hE' •to her th~> rat tno thP lo~o·o: 
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the Inte re s t and d1v1dend r atP. 

Standard b Poo r' s IS b Pl ha s 1P VP !oped f : ~ an c :1: 

s t and a r d s f o r r a t 1 n g 1 n v e £ t o r -o wned e l P c t r : c . : • : 1 : • ·:· 

bonds. One of the s tandar ds , deh t ! ev<> r:l q'• , '-ac: ~ 

44- 52 pe r cent det.Jt ratt o estaol:sherl f o r u ,e ... 
" 

rat1ng. It l S apparen t that a 40- 4S oerc e n r ommon 

equ ity target 1n c onjunct ton With a !0 pe r cP ~t 

preferred s t ock component re sults :n a ceo t t a r qet 

wh ich falls wtthln the S b P st an da r o ( o r a stnql~' 

' A' utility. Gulf ' s debt and prefer re~ s t oc k * ere 

downgraded by S & P 1n 198 7 , frorr "A+ and f.." t o " ~ 

and /1.-", due pnmari l y t o a htqhly l everaqe<i c ap: · .;: 

struc t u re, afte r tssuinq the $ 60 mt ll : '> n of d .. "t . :; ~>r. 

in the Daniel Coal Buyout. 

The ' /1. ' bond rat1 nq 1 s the lo..., est ra ttnq that 

perm its Gulf Po wer the constant a cc e ss to :tna nct 1: 

markets necessary f o r Gu l f to mee t tt. s otl:qa t : on f< 

prov1de e l ectr • ctty t r. a qrowtnq econom} . ' . 

1970's , 'BBB' rated compan:es •,.oe-r e o fte n srn. • r, ..; t 1 ! 

the mar ket even though 'BBB ' I S c ons1de reri :n v e !: l m"' ' · 

grade. Many inStltUtt )nal I n ve s t o r s have e s •a n l : !i ' " ' : 

a pollcy of not inves t tnq 1n bonds wtth r'lttn'3~ : . · •· r 

than 'A'. When c red tt market co nditions r:q r. ~Pn , 

'BBB' rated companie s often hav e g reat d1f!: c ~l t v 
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upg ra de t he~r holdings . Th e 'A' t->11nd r at !0'1 a!s r, 

p r ovides a buffe r that c!!llows a utt!ttY t o ' :nanr. •• 

o~going captta l requ lrPments PVP n tf unPxpec te ~ 

adver se de vel opm~nts rP.sult !n a rlowngra~~ . 

The 'A' ratt nq w1 21 pro vtde fo r an o ver .!: !r ~·"r 

cos t of se rvi ce . When t1gh t cred 1t co nd ttton-; e x : <; ·. 

uti l ities rated lower than ' A' are often ~t-qu treJ to 

cut ba c k constructiOn, de l ay 1nves t ments , o r comp lot ~ 

them at higher coats resu l ti ng fr om tnefft c te nctes 

and cos t e scalat tons occurr1ng wtth r.0nstruct1 n n 

delays. 'A' rat ings wtll thus r eq 1.. 1re some what lo..., er 

revenue requirements over the lonq term . 

1>. strong 'A ' rat ing Wlll p rovtde Gulf Power '"" :r'l 

freq uent and ready access to th~ secu r1 ty ma r~~ts rl' 

desi rable te r ms and cond1t1ons almost a ll r : mP s . 

When co nsider1ng t he add1t1onal beneftts of !owP r 

revenue requirement s , ma in t e na nce o f a s tro nq ' A' 

ra ting ts even more tmp~ ra 1ve . The att~ ln"'"'"' .. f " 

c apttaJ structu r e whtch adhe r e s to tne stancar.:s ~ '1 r 

an 'A ' rated Inves t o r- owned electr tc utl11cy has ' :i.s 

been adopt~d as a corporate goal . 

23 Q. What are the Post -Ret i rement Benef1ts dtscussed on 

24 page 4 1 o f Mr. Sc hu l tz's Lestimony? 

25 A. They are medical and ltfe t, surar.ce bt-ne!lt :> pr 0v.1~<:-d 
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by the Company to tts re t:red employees . 

3 Q. How does the Company account for these benefit s? 

4 A. !n 1987, the Compuny tmplemente~ PA SB Statemen 

s ~o. 8 7 , "Employer's Acc oun t lnCJ for Pens1 on s ,· wh: c ! 

b requ i red the use of the " p r o)ected uni t c rerl:t" 

a ctuaria l method f o r f inancta! repn r ttnCJ p~rpose s . 

8 At that t1me. rASB also beqan to conc e nt r ate nn 

9 accountinq fo r other post-retirement beneft ts . 

10 Therefore, t he Company dectded to rev 1ew . ts 

1 I accounting fo r a l l retirement benef1ts . As a result 

1 2 of this review, we deter ntln ed tha t 1t 1s morP 

1 3 appropriate to recoq ~ize t he se benef itS on an a cc : ud 

l 4 basis using the "aggre~ ate cost " actuar 1al metho rl 

1 5 wh ich spreads the expected cost of such benPftr ~ n vAr 

the remai ning periods of empl oyees ' se rv tce a ~ ~ 

1 7 le vel percentage o f payroll costs . 

18 

11 Q. What method has Mr. Schu l tz p r oposed fo r the 

2J account in~ and ratemak i nq t r eatment o f these costr ? 

21 A. Mr. Schult z ha s proposec •hat the Company accour.t ' 

22 these cos ts o n a "cash bas1s ." That ts , he pr op rJ ~ .. ~ 

'23 that w~ no t recogn1 ze t he e xpe r.se ..zr.ttl the e:np: •i':' l·•· 

has ret1red and IS rece:v1n1 he beneft: s . 

25 
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o. Do you agree with Mr. Schultz's pt oposal ? 

A. No . The "::crual bas i s l!l the only o r ope r me roc 

use tn the regu lato ry process . Po:o; t- r e t 1 renP'1t 

benefits reward C:'.J lf's emp!oyeP 'l f o r ~~fPct :ve 

ser vice and enable Gulf o att ra ct and r ~ ~ - ~ 

qualified peopl e to prov1de <?lectrH· s Pr VIC" " • o th~' 

c i ti zens o f Northwest F lo rida . As With Ol hf'r 

expenses, such a s pens tons and deprect at lon e xpe nS A, 

the accrua l basts recogn 12es the e xpense 1n .~., 

proper period p u r suant t o the general ! y a cc epted 

"matchi ng" principle and p ro vtdes fo r r eco very o f thP 

cos ts fr om the cust omers that rece1ve :he ben "' ~ ' l ~ f 

service. The C-' Sh basts method tnapp r oprta ~e :r 

s htfts cost reco ve r y f or present se rv:ce s ,, futt.:"" 

customers . 

17 o. What is the status o f t he P~SB' s delibera ti ons on t he 

I 8 accounti ng fo r other post-reti rement benef its? 

19 A. The FASB has issue d :ts e xposure dra ft wn: c t '-'O . · ; 

20 requi re accrual a ccount 1nq. In othe r wo r ls , t :lP .. ... .. ... 

2 I p ropos a l . as drafted , wt! I requ 1 r" acc rJ .- ! ) f t ~." 

2 2 cos ts over eac h employee ' s wo rktng life . ! . t ~ 

2) expected that a final FASF! s tatel"ent w ; Jl he :ssu··l 

2 4 by the end of thts year rPqutrtn1 a.:c rud ! ac cn .. 1· .'. : 

2S for Post Ret:. rement Medtcal and !.1 ~e :n st;tance 
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benefitS 1n 1991. 

Q. On page 40, lines 13 th rough 18, Mr. Schultz 

4 suggested that an addl~iona l ad jus tment of $628,0 00 

5 may be necessary . Please commen t on thi s . 

6 A. Apparently, there ls some confus1on be t ween [ unr.tn'l 

, 
j and actua l payments t o ret i rees. If the add1t10na. 

8 adJustme nt Mr. Schul t z s uggests was made , the Comp~~~ 

9 would not be allowed to recove: any rosts relate~ · o 

10 pos t-re tirement medica l and l i f e bene~1ts. Th<> 

I 1 $6 28 , 000 represent s the Com pany' s estimate o f act u •: 

I 2 payments to retirees dur1ng 1990, not a funding 0 ! 

I 3 the rese rve. 

I 4 

IS Q. Has the Company funded any of these bene~ its 

16 A. Yes. The Company funded $ 2. 1 mllll on ! o r 

post- retirement med 1cal benefits 1n 198 9 . Howe ver , 

18 the Company has never been ab l e to fund the r esPr~~ 

I 9 for post-reti r ement ltf"' benef tts . 

20 

2: Q. Please com~~nt on Mr. Schult z propo ~ed ad justment t o 

22 uncollectible expenses whi c h is discussed o n pag es 37 

23 ard 3P of his testimony. 

24 A. On pag e 37, Mr. Schu!t z ac lcn owl edaes t hat the amoL.r-.r 

lS budgeted " ... pr oduces " represent at 1 ve amount f o1 r 
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1 99 0 . Th e r ef o r e , I afll not recommen<.! 1 nq that t h~ : 99 0 

budget for u ncollec r tbles be a d)usted . " H:s 

statement is co r rect in that , because rates c:~rE; r>e ::1g 

set fo r the f ut u r e , no adjustme,t should be mad P. :n 

th1s p r oceeding. 

However , he goes on to st a te that t he accoun t 1no 

ad j ustment made 1n 1989 should be amo r tt zed over E oJ ~ 

years un t he assumpt i o n tha L the ra t e pa ~ er s werQ 

c ha r ged for th is o ver- ac crual . Thts assumption ts 

tot a lly inco rrec t. In Gulf ' s last rate c'lse 10 rt1er 

No. 14 030 ), the Commi s sion a l lowc?d bad det-t exp~ns~ 

of $ 523 , 000. Po r the pe r 1od of 1985 thr ough 198 8 , 

the Company ' s acc ru a l to the re s e r ve t or 

u nco ll ec t i b le e xpense fa r e xceeded the a llowe d amour.• 

1:1 eac h year, ave ragi ng $ 782, 670 per yea r. 

The r e f o re, h1 s ba s ic .assumpti on t hat , " the accounr 1n·1 

charge t hat r esul ted 1n a c r edit t o the 1 989 OI. M 

e xpense 1n the amou nt of $ 813, 000 wa s char1e~ t o • ' •" 

ratepayers over a pe r i od o f. yea r s ," t s : nco rrE; c r. 

2L Q. Does Mr. Sc hultt take issue wit h Gu l f' s req ue st for 

22 amortizatio n o f rate c ase ex pens e f o r thi s Doc ke l 

23 No . 891345- EI? 

24 A. Yes . He bel1eves an amo r ttzalt or. pe r 1od o ~ f:ve y~~r $ , 

25 :nstead of two year s , IS rtpresentatl""e !..a sE.'c or. t~ •• 



2 

3 

D>C kel 'lO . 89: 34 5 -£! 
1-1 1 n P !. s : l1 . i': • S c a r t • r () u ·1 h 

P1 "J r• ] -l 

JIJUv 

fac t that Gu! f' s las t rate cast> bE'g<ll• t n :9 84 a 11ri · :.,:, 

curren t c a s e wa s nut (li ed un t ' I LhP. Pnd o f i 989 . 

4 Q. Why does Gul f believe a t~o year amo rtization pert Qd 

5 is proper ? 

6 A. Gu lf ftled r eques ts f or ra t~> : nc rea s es :n ' 979, : G~ .. 

7 1982, 19 84 and 1989 . Thls Pquares t • app r t) X:m ar<> '·.: 

8 one cas e in every t wo year s s 1nce 1979 . Based upo n 

9 th Ls h!S t Orlca l analy siS , t wo yPars IS approp r 1are . 

I 0 

11 Q. On page 28 o f Mr . Schultz's testimony, he quest ions 

l 2 the amount of inpu l Gu l f has in determin inq the 

1 3 app ropr iate Southern Compa ny Services CSCS I ex ~ense 

I 4 budget tor Gulf. On page 34 of h i s t est i mony, 

I S Mr. Schultz be lieves an adjustment t o Gulf ' s budget 

16 for SCS is war ra n ted because of lack o f suppor t f o r 

1 7 scs specific budget amounts. Do you a g ree ·l 

!8 A. No . As du.cus sed 1n "' r . Gt :bert ' s rebuttcL 

1 9 testimony , Gulf has s"qnt f t c ant Involvement ,., • 1-.P 

20 SCS budg Pt p rep"'rat ton , r evtew, and approva l pr oc P'1· 

2 1 Each SCS department prepares ancl ma:nt~1ns 

2 2 

23 T.1ese budget amounts oecome the has:s f n r ('a c >-

2 4 o perati ng c ompany' s SCS '..lor ~< l) rric-r Rl l l ln<? £\ •J<:lc <> ' 

2S Gulf re ltes on SCS to 'lla:nta ln t he ,,opropr.ate . ... •.•r< 
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c ( wo rkpapers t o support the 199 0 Bllli'lCJ AJdg"t. 

2 Gul f ma ... ntai ns 1t s copy of the SCS Wo rk Orde: A:t .tnq 

3 Budget as the bas1s for ItS :99 0 SCS budq e : . 

4 

5 Q. Gas Mr . Schultz suppo r ted his recommendat ion on paqe 

6 37 t ha t $ 73 4,595 b udge ted SCS expendi t u re s be 

7 disal lowe d? 

S A. No . Mr. Schultz bases h:s r ecomme nd a tiOn on 

9 i nformat1 on obta ined from a th re e y~ar nl•! r<>V i PW 

10 rel ated to a rate proceed ing in ano ther 

l 1 j uri s di ction . Mr. Schu ltz has no t pe:f o rmerl sucf'J" 

12 rf> v iew of the 1990 SCS budget support 1n <"'O n )unctl') t. 

13 wi th thi s p r oceeding. 

14 The Commission should base its dec i SI On on thP 

15 allowance o f SCS e xpenditures based upon thP 

1 6 j ustification provided f ) c SCS varianc e s in MfP c - s~ 

17 and in the direc t and r ebuttal t e s tlmo ny o f "'r. ·· '"'" 

It and Mr. Parsons. 

1 <j 

i O Q. Mr . Sca rb-oug h , wou ld you li ke to comme nt o n whet~er 

7! duplicative func tions ex i st at SCS and the sister 

22 companies, inc l uding Gu lf Powe r ? 

23 A. Yes, r wou ld . The s e r v tces pr l) vided oy SCS r! o r.o • 

24 duplicate but comple!Tient acti v itie S o f .:; .. :f Po w<> r 

25 Compa ny and other compd n1es o f t he Sou t h<> r n ele ~ r. r 
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system. The purpose o f Souther n Company Serv: ~ "" s 

to pro vide certat~ pr o fe sslonal and tPch n :cAl 

ser v1ces , at c ost, and 1n a mo r e eff1c1 ~nt mannPr 

t han wou l d othe r~ tse be pc ss1hl~ . 7he shartr:g .J ' 

know ledq ·~ and resou rces wtth l n he s :· st<'r .• has 

result e d 1n cost s avtngs f o r bot h c .. ; ~ P ..tf:r Co p11 .l 

and our ~ustomer s . Economies o f sca : e hav e madP ·• 

poss ible for ct- rtatn funct1on s r o oe pro v1d ed t o e nc-·1 

operating company Wl th less dupl: ~a tt o n, me r e 

cons is tency , ll highe r leve l o f exp~rt: se , and il t a 

lower cost. An example of this 1s the Custome r 

Accounting Syste m Utl lt zed by the opPra : r.q 

companies. Sou t he r n Company Se r v1ces p r o~~s se~ 

customer mete r readings , p r oduce s custoMe r n1J , c; , ':1: 

posts payme nts and other t ran sact ions to t he 

~ustome r s ' account s . On- l1 ne bCcess t o account 

Informat i on is al so pr -:>v t ded 1r. o rder to o r0Mp t l·,· 

respond to customer 1nq u1r!es . The oe nef:rs der:ve~ 

from the use o f the standard Cus t omer Acco~ntt~q 

System a re greate r thar. could othe r w1se oe poss:: .. 

if eac~ compan y maintained 1t s own har dware an rt 

software. 

Centralized Eue l p rocuremen t na s all owed he 

Sout he rn e lcctr lr ~y~te~ to benPflt fr om ltS ~3 r q p 

buying power and real tze !ower ~os t dnd :~p r 0v@1 
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Economi C loat:l -!tspatchtnq l,as resu > ec tr : cr" "~ 

fuel cost fo r ou r customer s as w~l! as 1 re a : ~>: 

overall s ystem rcltablllty . The ope rat tn~ r o~par.~> r-

wi th in the Southe r 11 e l e ct r :c sys tem nave aqrPf-1 · ·• 

plan and opera t e t he t r qe nera t ton anr. tr ~ns~:ss. 0~ 

facilittes from a commo n controi c enter as _f rr,o5 .. 

factlit ies wer t' par t o f a stnq : e f'l ec t r tc uttl: · y . 

Becauue o f thls commitment , the r0mmon c ; s pu ch p() w· r 

pools prov ide each op~rattnq com pan ·1 , tnciJdtng Gu!f 

Power Company, with mo re r elt at le po o~er a · less · · o-; · 

than would othe rw1se be poss1ble . 

So, rather t han d up ltcattnq f unctton..; , scs 

pro vtdes servtces whic h compl ement the ope rl t:nq 

companies, tncl udin q Gu l f Power Company , · "'.ds 

providing a means by which e a -h o f thP ope r at.~q 

compan i es can avoid , t Q a g re ~t l:!xtent , r.up: : ra · : .~ 

f unc t tons. 

In his testimony paqe s 19-23 , Mr . Schu l tz st ates tha t 

the Company does not s l:!em to be able t o con t r ol 1t s 

costs related to Plant Daniel and P l a nt Scherer. Can 

you please describe the processes by wht ch the 

Cnmpany c o nt r ols both the budge t ed and a c t ua l cost s 

related to these plants? 
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A . Yes. There are numer ous controls :r. rl ace wh! c r. , 

the aggregate , enabl e us to r ely on oor~ th~ nu~o ~·P~ 

anoj actual costs related to our owner sh:p of Plilr·~ 

Daniel and P lant Sche rer. 

those contro ls Wh iCh re la te to bur.q~t 1nfo rmatt on . 

wi ll then desc r 1be t he procedu res 1n place ~o mon.t r; ' 

the actua l cos t s which a re b1l!ed • o G~l f. 

Bot h Pl ant Dantel ' s and Plan t Sche rer's budget s 

are d e ~e:operl us1ng sophtsti ca ted budgeting 

techniques and man ageme nt re v 1ew processes s: ~:! ar • o 

those used at Gulf . As disc usse d tn hts test : lt'on·; , 

Mr. Lee 1s Gulf' s represent ative on the Plant ;)anJ ,-: 

super v i~o ry commtttee. This Comm ittee has 

sign1f1cant i nput o:o decis1ons concerning oper ·H : "1•J 

e xpenses and future p la nned expenditu r es . I ., 

addt tlon , ou r Co rpo rate Plann tn g Depa rtme nt ann Pow~r 

Ge ne rat ion Department r ~~1ew the nudge l s ~ c r 

reaso nableness paying ~articula r attentt?n r ~ 

s 1 g n i f 1 ca nt v a r i at 1 on s ~ r om p r i o r budge l a nrl ·' ' · • • 1 il : 

amounts. 

To mcn1to r acto.Jal resu:ts , Gulf ' s ope ~ a ·. ~.-4 

pe r sonnel , as well as t ts acco un t:nq personn'?: , 

ma 1nta1n open a nd freque nt comMun : catl o ns ,o/ Jlio th':" .: 

Mt~ stsstpp l Po~cr Company ~nd Ge o rgia Powe r Co~rJ·~ 

counlerpa rt s . Stgnlftcan t new o r ~nusual t ssue s 1r ~ 
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revtewe-:l wtth all parues t o ensu re ;> roper re sc· J': ·.n 

in acco rdance wtt h the prOVI Sl "n S of lhe o~ e r a t !r.r : 

aq r eemen t s . Gulf also rev 1ew r 'clua! 0pe~ au nq 

res Llts in ~nmpa r1 son t o budget es t 1mat ~ s on a 

quar te r l y ba S I S. Gulf's Co r po ratP Pl~nnlnQ a nd Pn w~: 

Generati On Depa rt men: s , Wlth Inpu t fr om G_:f ' s 

Accounttng Depa rt me nt , ass1st :n ana l/Zing dt~ f t"r"' n · · "' ~ 

betwee n budget estimate s and a c tual costs o f Plan• 

Danie l and Plant Scher ~ r . 

Period ic a udi t s o f the JOint c wnerEh:p -!g r ee mer.: s 

Ace perfo r med by the souther n Compa ny Serv.c~ 

Interna l Aud1 t1ng Depa r tme nt. The se a.Jd: :s :d~ 

re v1ews of 4?Pllcable 1nte r conpany vlll1nqs ! o r 

p r oper computa t 1o ns, adequa te sup po rt, and comp::an c ~ 

w1th the ope ra ting agreements . The most r ec f'n t J·r 

1ssued audit report for t he a ud1t pe rf ormed at P!an · 

Dan 1el was f o r the 15 month pen od e nded SeptembPr , r 

1988, wh ile the l a st 1ssued r epo rt fo~ · he o.Jr: 1 · 11 ! 

the Plant Sche rer opera ting ag r e ement was f o ~ tr.~ ,, 

month peri od ended December 3: , 198 8 . Rev :ew!' o ' 

Intercompany receivable and pa yable balances ate 

perfo rmed by the Company ' s e xt *O'rna l ~ud:to:s :n r h.-:~ 

annual audi ts . Dtscrepanc1e s 1n In te rcomp a ny 

ba4ances ace r eported lO manaq emen t and all 

signif icant di ffere nces a r e resolve J . 
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Q. Me. Schu lt z ha s s tated on page 21 o f n i s t es t i mo ny 

2 t hat t he Comp~ny doe s not pe r form a ud i t s o f 

3 M i ss ia sip~i Powe r Compa ny t o ve r t fy t he p r opr t ety o f 

4 Plant Dani~l r elated charge s to Gulf . Is t h is 

c o rrect? 

A. No . Al t hou gh Gu1~ Power ' s tnterna ! aud ! • re~ <:onr,<>: 

7 do no t pe r fo r m a udt t s o f Mtss;ss1pp1 Power Comoa~~ . 

8 GPo rqia Powe r, t he SCS !nterna! A u1tt De pa r ~me :1 · , at 

9 Gu& f ' s request , pe r f o r ms sche d u led audars o f r~e 

10 )otn t ly - owned p l a nt s ' ope ra ttng agrc eme n s . S uer 

! 1 au d t ts al low f o r an object tve tht r d pa·ty t o n akP 

12 o bs e rvattons a nd recommendations a s to compl : anc~ 

I 3 Wl th the t e r ms o f th e ope r a t 1n g a g r eement R . 

I 4 

1 5 Q. On page 2 3 of Mr . Schu l tz ' s te s t imon y, he p r opose s an 

l 6 ad j ustment to Gulf' s Productt on e xpe ns e s a s soct~ted 

l 7 with Pl ant Dan i e l i n the a mo un t o f $646, 0 0 0 . I s t h is 

8 ad j us t ment approp r i ate? 

19 A. No . The oasis fo r r~ r . Schu!t z ' s r ecomrre nrlat: '1r. ·" 

20 h1s opinton as to the adequacy o f con tr ~ls 0 ver ?:~, . 

2 I Dantel's bud~e t ~nd ex pendt tures . .&. s : hav~ s · ' · "': 

22 abo ve , Gulf per forms a dequate revtews of 'h<> P l ~ 1 t 

23 Da nte! budge t amounts and has effec 1 ve cor.t r tJ: ">v <>~ 

24 Plant Oan 1el e x pendttu r es. 

25 As i s e mphas i zed by "1 r . l,ee 1n h t il re s nm0ny , -' f! 
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have adequately )UStl ~ !ed the P!ant udn :.,. . Ct' I.C '-.rr ar ~ 

vartance : n MFR C-S7 , nPmonst r at l nq he ~eed ! 0 ~ ~~~ 

b~dge~ ed Plant Dante ! e xp end t tu r eq . Mr . SchLJ\tz 

makes hts recomme ndati on wt thou t even a te~pttn~ t ~ 

address any o f the JUSt! ft c ata o ns pro v t o e n :.y • h•· 

Company regardtng the t ~ n c hmar~. vanances , b l >t ra ;, .. , 

bases h ts recomme ndation on a n : :1a c::: J: at<> as s pr· ;.-.~, 

that Gul f has no control o ver Plant Ja n :e l ' ' ) t. " 

expenditll re s. I n add i t 1 on to r. u 1 f ' s C",.., r. t r o : :; l ~ d.,"' 

prev iousl y mentioned , his assert! on i\lso :qr. n rP S • !-.p 

fact that ~ i sstssippt Power cont ro :s :ts ow~ 

expend itu r es . 

1 ~ Q. On page 23 o f his testimony, Mr. Schult z suggests 

1 s 

1 6 

• 7 

! 8 

I 9 

20 

2 l 

that it is not appropr iate to i nc l ude 1n the 

benc hmark calculation $42 5 ,000 of expenses for Pl ant 

Daniel Transmission Fact li ties ctarqes wh1ch wer e 

excluded in Gulf's 1984 rate case. Please exp l atn 

this adjustment and why it is appropr i ate t o ad d the 

Plant Daniel Transmissi on Line Rentals ad jus t ment to 

the benc hr-ark. 

2 2 A. As I h l!Ve explatned 1n my dt rect testtmony beo:nn : n:J 

2 3 o n page 24, ltne 1 4, and cont:nLJlng tt>r o uqh pa qP ~~ . 

llne 8 , the Plant Oi\nt P I Transntss 1on :_.t ne Re nte! . 

25 disa l lowance tn the !98 4 Rate O r ~er c ~ $4 2~ , 000 ~~ -
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the result of an 1mpro per benchma r~ c a l c~ ! ~ t : o n . 

Sched ~ le 1 o f my e xh1 b1t shows the : n ap p r op r : a : ~ 

met hodo l ogy use ~ by t he Company · o c a lrut a P r ~p 

'::ransm1ss1on benc hmark f o r 198 4 and c ompilfes . . • · • 

t he appr opr t ate met hod ology . I • a:so shows ho ~ ~ · df f 

ba c ked 1nto :: he di s all owanc e o f $4 25 , 000 t1y rl : ·: :~ . : .• J 

t he lmproper l y calcu l at~ d t ra nsm:ssJo n bP n c hma r ~ hy 

t he cust omer g r owth fa ct o r. Had ~e app r op r.a te 

methodology beer used , no a~1u s • men t t o P !an~ D a n : ~. 

Tra ns mi s sion Fac1l 1ty char ges wou ld have been ~a 1 ~ . 

The total 198 4 request e o amou nt f ' H the Dan: e i 

·r ransm iss 1on Pa c1 l 1ty char ges vas $ 1,3 80 , 929 . ':'tv• 

Commiss 1on d 1d not ~tnd thP a moun t o b e unre a s on a r ' P 

or imprudent, only tha.t Glllf u s ed t he cu::: t ome r ')r ow• 

multl p lier Incorrect l y. Yet , 1t aJ:o werl Gu ! !' : c 

re co ver only $9 56 , .;.29 o t the amoun t 1t n e ~· d e rl : 'J ? <> :' 

for 1ts cont ractual 0b l 1qat ton f o r Dan: ~l 

Tr a nsmlSSion Pac1 l 1t y char ge s . The t r an sm : ss : or. 

facility charges wer e shown to b e the besr 

alterna ti ve for t r an s m1t t1ng e l ect r l c :t ·l qPn<?•a • e •l c ; 

Plant Dantel t o Gu l f Powe r' s cus Lome r s a ~1 . 

the r efo r ... , the tota l cos t o f $ 1 , 380 , 929 shou l d ~.; ·; p 

been al lowed i n 1984 . 

Hr. Schultz ha s recalcula ted the Product i on- re lated 
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A ' G benc hmark by removing Pla nt Dante ! A & G 

disal lowed 1n the l ast case and the 199 0 Plan t 

Scherer A ' G of $263,000 fr om his calcula t ion. 

h is opinion, Gul f has a Pr oduction- re la ~ ed A & G 

benchmark excess of $1,43 5 , 000. Hr. Sc hul~ z 

recommends on page 25 o f h is test i mony t hat an 

adjustment be made for P l ant Da n1e l A ' G of 

I n 

$1,17 2,000 (Schultz benchmark ex c ess o f $ 1 ,435, 000 

less 1990 Plant Scherer A ' G o f $263,000) . Are 

these adjustments appropr i ate? 

11 A. No . Mr . Schultz has not calculated the henc'-rnar v 

l 2 approp rta tely . !n the 1984 c ase , Gu! ~ 

l 3 tnappropr t at~ ly e5calated t o ta l Adm tnls trat!ve a~ : 

1 4 General expenses by cust ome r g r owth and :n::a•t on . 

1 5 In this c a s e , Gulf has separaterl the A • G :~ to 

l ? product i on-re 1a tea and o ther A t. G and e:;ca:ared · · •· 

1 7 prod uction related' t. G by 1nflat1 o n o ~!y . ~ J r 1~ : 

i 8 to avoid double- counting the add1t1on o f r.e ~o• p!.-\~ · ' 

( c apactty) e nd cust omer g r owt h . As e xt::a . -... '1 . o '""/ 

20 pretiled testimony on pages 29 thr 0ugn H a~.i ,· : .... r . , 

21 portrayed in my Exh1D1 t Schedul ~ 7 , the Comm : sc; : 0 ~ · ~ 

22 di sa ll o~ance of the Plant Dante! A ~ G e xpenses ln 

23 0rder No. 14 030 wa s based solel 'l o n Gul~ ' s 

24 mtsappl 1CAt iO n o f the cJs tome r orowt~ fdcto r ~ n ~ 

25 j ustiflcatt on re l ated t o new p :an . 

__ _j 
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o. By separating produc t i on-related ~ ' G from o the r 

~ & G. does Gul f elici nate doubl e - counting for 

customer g r owth and new p lan~? 1 1. 1 , \.. , 
prcci.,Jc-.."'- ..... \A,~t.. .. 'r v 

A • Yes . G u 1 f e sc a 1 ate s "fte ' • p 1 a,. t by 1 n f i a t 1 o n on I y . 

Thts is the s ame rationa l e used by (.;ulf for s ep3r ar . .-:; 

Tran s mission Pac1 l1 ty Charges (p roductl o n- r e:a:~~ 

t r an s missi on) from ot~e r transmiSSi o n expense s , • nr. 

esca lating them by 1nflat 10 n only as 1nstruc: e d uy 

U ,e Commission ir. Orde r No. 1403 0 . 

11 Q. Why does Hr. Schultz recom~end the disa 1l0wa nce of 

Plant Scherer in A ' G7 

13 A . He states on p age 28 that " Al l o f P1a n l Sc'"te rer - ()s ' · 

1 4 sho uld be remo ved be c ause Plant Sc hPr e r c apactty . c 

I 5 al~ for unit power s al es ." ThiS , as the Co r.~m: ss:<J~ 

1 6 knows , is an Inaccu ra te ~t atement . Si xty- t h r ee 0 f 

1 7 the 212 mw of Scherer 1s Cor Gu l f ' s terr.t o r :!l: 

1 8 c ustome r s . Gulf has added t he Sc he~er A & G · " • r ,. 

1 9 benchma rk because 1t I S a ssoc tated w:t r · he a ri"! · ;., r. 

20 c E new plant and~ ~ not accou nted f o r :r. t';e GJ: ~ · , 

2 1 l enchmarK calcu 1atlon by customer q r ow: r . 

22 

2) Q. Has Gu lf stipulated t o removing !o~bying and ot her 

24 e xpenses of <ts registered l uoby ist s budge ted tn t he 

25 test year? 
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A. Yes. Gulf i nadvertantly I nc luded t iOi , 9 77 o f 

lobbying e xpen ses i n the 19 9 0 test yea r 'J hl ch s hou!rJ 

be remo ved pursuant to CommiSSIOn p l l 1cy to d : sa: : ow 

lobbying expenses even t hough these e xpenses a r P f o r 

the purposes of establlsttnq a nd ma Jn ta ln : ng 

r e asonable laws t o e nsure that the ratepayers ar e no · 

burdened wi th un reasonable costs . Gu l f has a!s0 
! ll.v .~ <.t., 

agreed to remove ~lil,zee o f e xpenses re : ated to t he 

informat ion gathering and adm1 nistrat1 ve act iV l tle s 

of its r ~gistered lobbyi sts . 

12 Q. Should $6,600 of expenses a ssociated wi th Tax 

1 3 Services for Executives be removed? 

14 A. No. $6, 600 is a small p rtce t o pa y f o r ensur 1nq t~a · 

l 5 executive level employees rlo no t make :nadver ~ e nt 

1 6 error s on complicated tax returns wh1 c h wo ul C'l takP 

i 7 them away from their wor~ t o re spo nd to IntP r na l 

18 Revenue Service quest ions . 

1 9 

20 Q. The issue of the portion of Edison Electric Institute 

2 i 

22 

23 

(EEil du~s, which are spent on lobuying, has bee n 

raised by staff. To your knowledge what percent of 

EEI dues should be considered lobbying? 

24 A. EEI .nforms G~lf each year o f the appr op riate amn~nl 

25 o f the dues to be allocated to lobby1ng e xpenses 



Doc ket No . 89! 34 5-E: 
Wt tness: A. E . Scar~r o~.:-;~. 

Page .36 

For 1990 , EEl has tnfo rmed Gul f that appr o x:nat e :y 

2 percent o f t he dues should be constde red lonbyJnq . 

3 Tht s informati o n is the most recent and re ~1ab!e 

4 available . 

s 
6 Q. Mr . Scarbrough , would you please s ummar l ze you r 

7 tes timo ny? 

!I A . Yes. Gulf Powe r Comp a ny nee <! s and dPse r ves t h.; rH e 

9 rel i ef requested in these pro ceedtngs . By the :tmP 

1 0 o f the Commi ss ion dec is1on in thts r ase, Gulf wtll 

1 1 have a lready exper i enced t wo year s o f :nadequat ~ 

1 2 ear nings. 

1 3 The disallowances to the Compa ny ' s rate ba s~ a nd 

14 i t s expenses recommended by Public Counsei Wi tness 

I 5 Larkin and Schultz are unsuppo rt erl a nd unreasonab~ ~. 

16 Rate s based on the ir ve r ston o f ra te ba se anrl 

17 expenses would be tota ll y 1nad~quat~ and con : ~scar 

lB The Company's proposed rate ba s e and expe ~s~s 

19 havt been fully )USt1 f1e d a nd are reasonao:~ ano 

20 necessary in o rder fo r the Company to contln •H~ · ~ 

2 l p r ovide low cost, rel iable and su ff1 c ier.t e lectric 

22 se rvice to the citizens of North west Fl o rt da . 

23 Witho ut the requested rat e relt"f, t he Company ' s 

24 earn i ngs wtll continue to be lnJdeq u~t~ . 

25 Q. ooes th1 s conclude you r t es ttmouy ? 

26 A. Yes. 
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( By Mr . Holland) Mr . Sc arbrough, woc l d you 

2 summarize your testimo ny? 

3 A Yes. The purpose o f my tes timony i s to rebu t 

4 certain positions taken by Ms. Bass , Mr. Seery, Hr . 

5 Schultz, and Hr. Larkin regard i ng s evAra l issues 1n 

6 this proceeding. 

7 Ms . Bass has reco~ 1nded that return on 

8 equity penalty be imposed on Gulf Power Compa ny t or 

9 mismanagement. As 1 have shown in my exh i b i t s , f o r the 

10 period 1983 through 1988 Gulf's operating and 

11 maintenance expense per kilowatt ho ur generated is 

12 15.2\ lower than the average of the 26 Southeas tern 

13 Electric Exchange Companies. 

14 Additionally, I have shown that Gu lf' s re tail 

15 rates are among the lowest in the s outheast. In f a ct , 

l f Gulf's retail revenue per kilowatt hour sold was the 

17 23rd lowest out of the 26 Southeastern Electri c 

18 Exchange Compa nies in 1988. 

19 Eve n when the total rate r elie f s ought in 

20 th is case is added to the a c tua l r eta il revenue i n 

21 1988, Gulf would still have been t he 21st lowest of the 

22 26 companies in the southeast. These are noL s igns o f 

23 mismanageme nt . 

24 Mr. Mc Crary ha s c learly s ho· .. m tha t an equ1ty 

25 pena lty is not j ustified. We have been , and currently 

FLORIDA PUBLIC SERVICE COMMI SS I ON 
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1 arc ~ing, financial ly penalized as a result o f the 

2 various investigations. Obtaining rate relief adequat e 

3 t o maintain our financia l i ntegr1ty has been delayed at 

4 least a year as a result of our volunta ry withdrawa l ot 

5 the 1989 rate case. 

6 For 1989 our jurisdictional return on e q ui ty 

7 was 10.81t, and for the year ended Apr i l 30th, 1990 wa s 

8 only 8.78t . 

9 Even granting the full requested increase in 

10 this case will result in the Company earning only a 

11 9 . 47t return on equity for the test year 1990. 

12 Consequently , by the time of the Comm ission deci sion in 

13 this c ase, Gulf would have already experienced t wo 

14 years ot inadequate ea~nings. 

15 The rat i ng age~cies are extremely conc~rned 

16 about the Compa~y's financ : al condition . In a Dec embe r 

\ 7 1989 review of Gulf, the Stendard and Poor' s Repo rt 

18 stated that, "If needed rate relief is not forthcomlng, 

19 fina nci al protection measures could fall two l e ve l s 

20 below those commensurate with the current rati ng.' ' The 

21 r eport conc luded with a negative outlook f or Gul f. 

22 Also, after I entered the hea r i ng room th l s 

23 morn1ng, at 9 : 35, to be more specific, I wa s no tified 

24 that Duff and Phelps rating agency wa s d owngrading 

2' Gulf's b~nds and preferred stoc k by two levels. 

FLORI DA PUBLI C SERV I CE COMMI SS I ON 
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1 Failure of the Company to obtain ra te relief 

2 sufficient to earn a reasonabl~ return on equity ir. 

3 this proceed ing will certainly increase tho probabiltty 

4 that Gulf's ratings on its bonds and preferred stock 

5 will be further downgraded. It thin occurs, not o nl y 

6 will the Company and its shareholders suffer. but ou r 

7 c ustomers will suffer as wrl l from higher f i.)ancing 

8 costs in the future. 

9 The r ecommended disallowances o f Public 

10 Counsel witnesses Larki n and Schu 1 tz are •msupport.ed 

11 and unreasonable. Rates based on their va r sion ut ra ~e 

12 base and expenses would be totally inadequate and 

13 confiscatory . The Company's proposed rate base and 

14 expenses have been fully justified and are rea sonable 

15 c:and necessary in order f or the Company t o cou t inue t o 

16 provide low-cost, reliable and adequa te electrt c 

17 service to the ci tizens in Gulf's s~rvice terr i t ory. 

18 With~ut the requested rate re l ief , the Company's 

19 earnings will continue to be insufficie~t to mainta i n 

20 the financial integrity of Gulf Power Company. 

21 That concludes my summary. 

22 Q Hr. Scarbrough, before I t ende r you , and f or 

23 the Com~issioner's benefit --

24 The late-filed, or what I thought was a 

25 late-filed that Hr . Conner referred to with -eference 

FLORIDA PUBliC SERVICE COH:HISSION 
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1 t o the cash payment summary at the appliance sales 

2 o ffices and the 900 and some-odd thous and customers, it 

3 is not a late-filed; it is, in fact, something ~hat was 

4 prepared by Mr . Scarbrough to refer to something that 

5 had been deferred to him, a question. And we can 

6 either let him describe, or gi·1e those numbers on the 

7 record , or we can provi de i t in a l a te-filed , whlchever 

8 the Commissioners would prefer. I don't ev~n remember 

9 whi c h -- one o f ~he Commissioners a sked the question, 

10 and I don' t r e member wh ich one it was. 

11 CHAIRMAN WILSON: I don't recall, eilher. Go 

12 ahead and put it on the record. 

13 Q (By Mr. Holland) Mr. Scarbrough, would yo u 

14 please state what this casn payment s ummary r e lating to 

15 locations with appliance sales indicates? 

1 6 A Yes . The total accounts paid in 1989 we r e 

17 $3,425,061, less the mail-in payments of $2,JJ 2 ,966, 

18 less the drive-through payments of S138,JOO, whi c h 

19 gives you the walk-in payments of $953 , 795, which is 

20 27.8\ of the total payments are walk-i n . 

21 Year- to-date, 1990, total acc ounts paid is 

22 $1,4 60 ,153, less the mail - in payments of $988 , 595, less 

23 the drive-thr~ugh payments of $5 7 ,600, for a total 

2 4 wa lk-in payments ot $413,958, wh ich is 28.4\ of all 

25 payments made year-to-date May 1990 for wa lk-in 

FLORIDA PUBLIC SERVICE CuMMISSION 
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1 payments. 

2 MR . HOLLAND: Tender Mr. Scarbrough for cross 

J examination. 

4 CHAIRMAN WILSON: Duff and Phelps reduced 

5 your rating from what to what? 

6 WITNESS SCARBROUGH : We had the -- we were 

i rated by three agencies, Standard and Poors, Moody's 

8 and Duff and Phelps. Our highest ratings were we re 

9 with Duff and Phelps. Th~ Duff and Phe lps rating for 

10 our bonds was AA-, and for our preferred stock it wa s 

11 A+. They downgraded them-- they notif ~ed us they were 

12 downgrading them . Actually, the Treasurer of our 

13 Company, who called me and told me this when they 

14 called looking !or me. I wasn't there, of course, so 

15 they talked to him. They are going to wait until I get 

16 an opportunity to ta l k to tt.em, but ac~.:ording to him 

17 they've already made that decision. But at least the y 

18 are g oing to wait before they finally do lt unt il 1 get 

19 an opportunity to talk to them. 

20 

21 

22 

CHA IRMAN WILSON: The AA- will go t o wha t? 

WITNESS SCARBROUGH: AA- wa s d owngraded to an A. 

CHAIRMAN WILSON: Did they touch your 

23 preferred stock? 

24 WITNESS SCARBROUGH: They downgraded the 

25 preferred stock from an A~ t o an A-. And r mi ght point 
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1 out that, as I've stated before, when I began answering 

2 your question, that was our highest rating. And with 

3 this downgrade, that brings us to the Standa rd and 

4 Poor's l e ve l. Those rat i ngs that they' ve downgraded us 

5 to are the same as Standard and Poor's has, because 

6 Standard and Poor's downgraded us i n 1997 . 

7 COMMISSIONER EASLEY: Were you g iven a r eason 

B at this point? 

9 WITNESS SCARBROUGH: Yes , 1 was. 1 ' m getting 

10 t h is second-hand --

11 CO¥.MISSIONER EASLEY: I unde rstand. 

12 WITNESS SCARBROUGH: !rom tlr. Tl!te, who i s 

13 the Treasurer of our Company. The first thing that 

14 they mentioned was tha t: our coverages were too l o w. 

15 meaning our coverages of our bond 1nterest payments and 

16 our preferred stock dividend payments were t oo low, and 

17 Mr. Tate said that he talked to them about the fact 

1B that we were in for rate relief right now, and to the 

19 extent that we got rate re lief, ot c ourse, that wou ld 

20 c aus e thos~ to improve. 

21 And their respu nse wa s that they feel like 

22 that even if we got everything we'v e a s ked fo r in this 

23 case , that stil l the c overages would be too l o w. 

24 The second th ing th a t t hey menti o ned was a 

25 l oss ol the o tt-system sales; and the third thing th3 t 
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1 he me nt ioned to me was that •e wer e so high ly leveraged 

2 in fa c t our debt percentage as a percent o f our 

J total capitalization is one o f the very highest in th~ 

4 Southeastern Electric Exchange. In tact, when you 

5 compare us with the 26 utilities, Southeaster n Electric 

6 Exchange Utilities, there are only rour utilities that 

7 have a higher l eve rage than Gulf. The other 21 have, 

8 or c ourse, a lower leverage than Gulf . And I migh~ 

9 point out that three or those util ities that have a 

10 h i gher leverage than Gulf are all Lou isiana utilitles, 

11 GSU, Louisiana Power and Light and NOPS1. So t ho s e are 

12 the reasons that they gave him. 

lJ 

14 

1 5 

COMMI SSIONER EASLEY: Thank you. 

HR. HALF.: We have no quest io~s. 

CHAIRMAN WILSON: No questions? S t ~ !t? 

16 CROSS EXAMINATION 

17 BY MS. RULE : 

18 Mr . Scarbrough , when you say "our stock and 

1 9 bonds," are you referring to Southern Company o r Gulf ? 

20 A Gulf. These are Gulf. Southern Company 

21 doesn't i s sue any preferred stock or bonds. 

22 Q You mentioned how the downgraded ratings 

2J compared to Standard and Poor's. How doe s that com~are 

24 to Moody's? 

2 5 A Moody's i s o ne no tch h i gher tha n Stand a r d a nd 
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1 Poor's, and now one notch higher than, ot course, Dutt 

2 and Phelps will be after the downgrade . 

3 0 And you haven't been notified that ei ther 

4 Standard and Poor's or Moody's is downgrading, is that 

5 correct? 

6 A Well, Standar d and Poor's downgraded us in 

7 1987. We have not been notif ied they are going to 

t downgrade us again. However, as I stated in my 

9 sum~ary, they have put us on notice that wi t hout 

10 forthcoming rate relief t hat tho pro tection coverage~ 

11 could be not commensurate with our c~~rent rating, 

12 which would indicate that -- and they gave us a 

13 negative outloox. So they're obviously consideri ng a 

14 downgrade, but they haven't told us they downgraded us. 

15 0 How common is it for a rating agenc y to drop 

16 stock or bonds two levels? 

17 

18 

19 

20 

A 

0 

A 

0 

How common is it? 

Yes, sir. 

It's not very common. 

Do you have any explanat ion t or why the 

21 agency would taxe that step, dropping it two leve ls ?> 

22 I have not talked to them myself. The 

2J information I gav& you I got !rom my Treas urer this 

24 morning, so I haven't talked t o them about th i s . 

25 0 Do you think it has anything to do with 
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1 negative information about Gulf Power that has come out 

2 in this hear ing? 

) 

4 

A 

0 

No. 

Does the agency provide you with written 

5 commentary at the time of downgrad i ng ? 

6 

7 

8 

A 

Q 

A 

In most c ases they •ill, yes. 

When would you e.xpect that? 

I really don't ~now. I would have to talk t o 

9 thee , but I would assume that it would be forthcoming 

10 in a reasonably short time frame. 

11 0 Can you provide that commentary as a 

12 late-tiled exhibi t , please? 

1) 

14 

A 

15 Pruitt? 

16 

17 

Uh-huh. 

MS. RULE: What number would that be, Mr. 

MR. PRUITT: That would be 62 4. 

MS. RUJ .E: The title would oo, " Commentary 

18 Related t o Downgraded Stocks and Bonds." 

19 3827 

20 (Late-Filed Exhibit No. 62 4 identified. ) 

21 COMMISSIONER GUNTER: They aren't downg cad ing 

22 the Company stock, they don't trade stocks; ::;outhern 

23 Company trades stock. 

24 WITNESS SCARBROUGH: These are preferred 

25 stock. 
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) Q 

COMMISSIONER GUNTER: Preferred s tock. 

WITNESS SCARBROUGH: Yes, s ir . 

)822 

(By Ms. Rule ) Mr. Scarbrough , how does Gulf 

4 decide what amount to a dd to its pen~ ion fund? 

5 

6 

7 

A 

Q 

A 

You mean to expense, to c harge t o e xpens e ? 

To actu~lly add to the fund itself ? 

To actually add t o the fund i tself, i t 's 

8 based upon the requ i rements of the Internal Reverue 

9 Service. 

10 

11 

Q 

A 

What do you mean "the requ1n~ments"? 

And o~r a c tuary makes that c~lculation and 

12 provides t hat t o us. 

1) Q How by requirements of the IRS , do you mea n 

14 the deductible amount, do you no t? 

15 A Yes, the deauctible amount, r ight . In fact, 

16 if you fund it all there ls a penalty. Not only do you 

17 not get it as a tax deduct ! on but you have to p ay a 

18 penalty on the pensions. 

19 

20 

21 

22 

2 3 

Q 

A 

Q 

A 

Q 

Is Gulf's pension fund overfunaed? 

Yes. 

How long has it been overfunded? 

several years. 

Did Gulf continue t o mal<~ contri buti on s t o 

24 the fund arter it became overfunded ? 

25 A Yes. We continued t o make t hose 
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1 contributions t o the fund that were recommend by the 

2 a c tuary. But you've got to remember , when you t alk 

3 about a pension fund being overfunded, it ma y be 

4 overfunded today and next week i t may be under funded. 

5 Bec ause a great amount of ~hese investments is 1n 

6 common stock and, you know, we've had exper ience ~ i n 

7 most recent history where the Dow has fell 500 pol1ts 

b and if the Dow -- if we had that happen ag a i n , you 

9 kno w, depending upon the amount of stoc k that ou r 

10 managers had in those particular compani es that we r e 

11 down, that ov~rfunding could q ui c kly fa ll t o a less 

12 effic ient funding, and it could even fa tl t v 

13 underfunding as far as that goes. But to the e xten t 

14 today, though, as of tod3y, they are overfunded. 

15 0 But, Hr. Scarbrough, the fund 's been 

16 overfunded for several years , hasn't i t ? 

17 

18 

A 

0 

It has been , yes , 

Di d Gulf p urform any analysi s t o determ 1ne 

19 that cont inuing to fund the pension plan WdS 

20 appropriate? 

21 A What we did, as I said befo re, we s i mp ly 

22 took the recommendation of the a c tuary. 

23 0 What was the last y ear Gulf made a 

24 contribution t o the fund? 

25 In 1988, wh ich was included on the l9d7 tdx 
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• 24 

25 
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return. 

Q And if I understand your t dstimony correctly 

then, your position i s that it's prudent !or Gulf to 

make a contribution to the pension plan in '88 in order 

to take advantage of the higher 1987 tax rates, is that 

correct? 

A That was just one advantage o f doing that . 

COMMISSIONER BEARD: Can I ask a question? I 

thought Gulf's posit i on was zero on pension expense? 

MS. RULE : That's for 199 0. 

COMMI SSIONER BEARD : Sorry. 

A It is zero as filed. The latest estimate 

that we get from the actuary says that it should be 

$199,000. 

Q Hr . Scarbrough, is Gulf accruing tor other 

post-retirements benefits in acc ordanc e with the f ASB 

exposure draft? 

A Basic ally, yes. 

Q Well, the exposure draft requires acr rua l 

using a benefit and years o f service method, does it 

not ? 

A Yes, that's the reason I sa id "basically. " 

Q But Gulf uses an aggregate ~ost meth~j. 

right? 

A That's right. 
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1 0 Why aren't you accruing in a ccorda nc e with 

2 the exposure draft, using the benefit method~ 

3 First ot all, the exposure draf t i s not 

4 completed, and since it's no t completed we do n't know 

5 what t he tinal ru les are going to be. And at the time 

6 we made the decisinn, we made it i n 1987 , began doi n1 

7 that, and we decided to d o it on the aggregate cos t 

8 method, which is basically a level percentage of 

9 compensation. We could have done it the other way. we 

1 0 didn' t choose to do it that way. 

11 0 Mr. Scarbrough, the proposed statement o f 

1 2 financial 

13 I might say I think if we had d one th1 s , anrt 

1< it would have to be subject to c hec k, 1 th lnk if we h ;o J 

1 5 done it, it would have increased the amount o f the 

16 a .::crual. 

0 l'd like t o pain~ out to you that the 

18 proposed statement of financ ial account i ng s tandards 

1 ~ fo r post-r9tirement benefits, Sec t i on 1 9 2, sta t es that 

2 r the Board concluded that a benefit / years o t servic' 

2 1 approach s hou : d be predescribed and also states that 

2 : the Board concluded it would be inappr ::>priato to 

2 J deve!op bn approa c h incons istent ~ i th the benefit 

2 ~ approac h. With that in mind - -

2' A Are you reading the proposed e xposure draft? 
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Q 

A 

382 6 

Yes, sir 

That's true, but, I mean, it's s till an 

J exposure draft. 

4 

5 

Q 

A 

Do you expect it to c hange ? 

From wnat I hear, you know, we thought it was 

6 going to change last year , but from what I under s t a nd 

7 it's got a good c hance of becoming a new FASB statement 

B requirement by the end of this year, but r would 1\av~ 

9 no way ot knowing that. 

10 Q Do yo u know the current implementation dat~ 

11 of the exposure draft? You said, "by the en~ of the 

12 year." 

13 I'm not too sure. It's a year beginning 

14 after December '91, I'm advised . 

15 Q Have you c alculated what the accrual a moun t 

16 would be under the exposure draft? 

1 7 

18 

19 

A 

Q 

A 

No, but I thin~ it would be h i gher . 

Why do you thi~ it would be h i ghe r ? 

Because of some pre liminary c al c ul a ti o ns we 

20 have done in reviewing the exposure draft . 

21 Q Can you provide me with a late- fil ed exhib it 

22 that would show a calculation of the amount under tllo 

23 exposure draft? 

24 

25 

A 

Q 

You mean tor 19 -- what year? 

1990. 
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Yes, ma'am. 

2 HS. RlTLF.: : I bel i eve that would be Late- t iled 

J Exhibi t 62 5 . 

4 

5 

6 

7 Q 

CHAIRMAN WILSON: That 's correc t . 

HS. Rt;LE: Calc ulati o n pe r exposure draft . 

(T.ate-F i le.:i Elchibit No. 6 25 i dent i fied. ) 

Could you t e ll me, f o r the year s 1987 , '88 

8 and '89, how much Gulf funded for medica l bene f i t s? 

9 

10 

11 

12 

1) 

A 

Q 

A 

Q 

A 

Do you want i t by eac h year? 

Pardon me? 

You want it each year? 

Yes, sir. 

Okay . We funded zero i n 1987 ; in 1988 we 

14 funded $924,000, and in 1989 , $ 2 ,14 8, 18 6. 

15 0 our understanding i s t ha t , at present, Gulf 

16 is not going to fund the plan anymo r e right now, is 

17 that correc t ? 

18 

19 

That's correc t. That's wha t our i nt ention~ 

are, no t t o , ye s , unt i l we ' r e able to. I n other words, 

20 we had a l etter ruling from the IRS tha t allowed us t o 

2 1 fund the post- retireme nt medi c al expens e s and t he Ta x 

2 2 Act of 1989 revok~d all prev ious l e t te r r u l i ngs 

23 regarding tha t issue. So based u po n t hat we cannot, o f 

2 4 course, f und i t , and, o f course, and take a ta x 

25 deduc t ion t o r i t . 
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1 0 For each of the years '87, '88 and '89 could 

2 you tell me how much was expensed per books, again f or 

) the medical benefita? 

4 

5 

6 

A 

0 

A 

For medical? 

Yea, sir. 

1987 it was 1,334, 000; 1988 was 1,126,000, 

7 and for 1989 it was $900 , 436 . 

8 0 Are the differences in these amo11nts 

9 ref l ected in working capital? (Pause) 

10 

11 

12 

13 

14 

A 

0 

A 

0 

A 

Yea. 

Why 

Why 

Yes, 

That 

did the 

did the 

sir. 

was the 

amounts go down? 

aJIIounts go down ? 

-- the actuary made that 

15 calculation and I would assume it probably had 

16 something to do with the d iscount rate or the 

17 investment rate, or something like that. That can, of 

18 course, c hange it very much, quickly. 

19 0 Do you still have the exhibit packet that was 

20 furnished to you when you were appearirg with y our 

21 direct testimony? 

22 

23 

A 

0 

Let me see if we do. (Pause) 1 think we oo . 

I have a qu~stion about the Citterence in 

24 amounts between Exh i bit 426 and 422. 

25 A Okay. (Pause) Do you kno w what th~ 
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1 interrogatory number was? 

2 Q Yes, c;ir. Exhibit 426 was No . 1) o f Pub..i c 

) Counsel's first set. It was revised. Al &o, exh i b i t - -

4 I'm sorry, I don't believe I -- Oh, Exhibit 42 2 wa s no t 

5 an i nterrogatory respons e, i t was a n info rmal data 

6 request . It was a l etter from Hew i tt Assosicates t o 

7 Hr. Ronnie Labrato . 

8 

9 

A 

Q 

Okay. 

If you don' ~ hove them, I believe I c an 

10 !urnish you with an extra copy. 

11 

12 

A 

Q 

No, I think I think we have them now. uxay . 

Looking at Exhibit 426, it appears that the 

1) project accrual for 1990 for life benefits is $9 17 , 000, 

14 correct? 

1 5 A The $917,000 on the Interrogato ry No. 1), f o r 

16 post-ret i rement life? 

17 

J. b 

19 

Q 

A 

Q 

Does that mean Hyes "? 

Yes. 

Okay. Also on that exhib i t it i nd icates tha t 

20 the 1990 accrual amount will be at $99 3 , 000 , f o r 

21 medical ? 

22 A That's correct . And, of cour s e, those two 

2 3 are what was included in the rate case , those two 

2 4 figures you read. 

25 Q Looking at Exh i bit 422 , ...,e have a dlff <> rent 
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1 amount for the m~dical benefit s a ccrua l. Car. you 

2 explain the difference? Life stayed the same, but 

3 medical we nt down. 

4 

5 

6 

7 

8 

9 

10 

A Life is the sa~e. as you s~y; post-retirement 

went down, let me see, just a minute here. (Pause) 

They've j11st got some more updated numbers . 

Q Do you know? 

A Yes. 

Q Okay . 

A I mean, that's the only thwg it could be. 

11 To ~y knowledge they didn't change any disc~unt rat e or 

12 anything on the medi cal and life. 

13 Q Well, are you supposing that's what happened 

14 or do you know why it decreased? 

15 A Well, I haven't gone bac k and verified it 

16 specifically what happened be~we~n the 922 and the 9 

17 and the 3. But I would, you k now, I just know tha t 

18 there were better numbers availabl e and I'll assume 

19 that they ran through che new cal culat io~s . But 

20 don't kno w that. I have not, of course, checked that, 

2 1 I guess I t's an 'ssumption on my part. 

2 2 CHAI RMAN WILSON: Are we at an appropria te 

2J place to break for lunch? 

2 4 

25 

HS. RULE: Yes, sir. 

CHAIRMAN WILSON: Let s break and come ba c k 
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2 (Thereupon, lunch recess was taken.) 
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