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GULF POWE~ COMPANY 

Before the Flor1da Publ1c Se rv 1ce Comm1SS1on 
Rebuttal Testimony of 

R. H. Jackson 
In Support of Rate Rel1ef 

Docket No. 891345-EI 
Date of flllng: May 21, 1990 

Please state your name and business addre~ s . 

Robert H. Jackson, 500 Bayfront Park~ay, 

Pensacola, Flor1da 32501 . 

What is your present position ~ith Gulf Power 

Company? 

I arr the General Manager of Employee Relat1 o~s. 

What are your responsibilities and duties i n 

that position? 

I am responsible for managing the functions of 

employment, o r ga n izational development, tra1n1ng 

and safety, l abor relations, compensat1on , 

benefits , payroll , and claims ~ithln Gulf Po~er 

Company. My duties 1nvolve the formulat1on ana 

recommendation of department and corporate 

obJectives and the development of planb for 

OOCUM£NTN~3EP-~AT£ 

04460 MAT21 I9CJJ 
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ensuring that the Company complies Wlth federal 

and state regulations governing the var1ous 

Employee Relations functions. 

Please describe your educational and 

professional background. 

I graduated fro~ the Un1versity of North Ala bama 

i n 1963 wi t h a Bachelor of Science degree 1n 

Education. Following graduation from coll ege, 

entered the u. s. Army where I se r ved f o r 

thirteen (13) years in var1ous combat and 

administrative pos1tions in the United States a na 

Vietnam, attaining the rank of Major. In 19 74, r 

received a Master of Science degree 1n Educati on 

from the University of vklahoma . Following my 

early ret irement from the Army in 1976, I 

attended the University of West Florida where I 

received a Master of Science Degree 1n Business 

Administration in 1979. I became an instruct o r 

at the Pensacola Jun io r College until ~Y 

employment with Gulf Power Company in 1980 in the 

Employee Relations Department, where I have helc 
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various positions until I was nameo Director of 

Employee Relations in 19e 5 which was changed to 

General Manager in 1990. 

What is the purpose of your testimony? 

The pJrpoae of my testimony lS to present an a 

Justify Gulf Power's salary and benef1t progra~s 

and specifically rebut the test1mony of Mr. 

Schultz and the position taken by h1m Wlth 

respect t o the Company's ProductlVlt y Improvement 

Program, Perfor~ance Pay Plan, Relocat1on 

Program, Fitness Proaram, Supplemental Beneflt 

Program, Development Program, and the Employee 

sav1ngs Plan. 

On page 45 of his direct testimony, Mr. Schultz 

has recom•ended for ratemaking purposes, 

disallowance of the entire $464,177 budgeted for 

the Productivity Iaprovement Program, further 

stating that incentive compensation duplicates 

salaries and wages. Is such an adjustment 

reasonable and equitable? 

No. First of all, Gulf's incentive compensation 
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does not duplicate salar1es and wages. The 

Productlvity Improvement Program !PIP) 1s a part 

of Gulf's management total compensat1on package 

and should be recorded as an allowable 0 & M 

expense for ratemaking purposes . Gulf ' s base 

salar1es are at or lower than the markEt ~ed1an . 

If Gulf's employees were only rece1v1ng the1r 

present base salar1es, they would be compensatec 

for their efforts much lower than the market 

med1an for total d1rect compensat1on. Pay l ng 

only base salar1es at th1s level w1ll not 

attract, motivate or retain the qual1f1ed to~ 

management employees Gulf needs 1n order to 

prov1de reliable electric serv1ce. wlthout both 

our 1ncent1ve programs , PIP and the Performance 

Pay Plan, our base salar1es would have to be 

1ncreased significantly 1n order to fa1rly 

compensate our employees and to have ar.y hop~ of 

being able to compete for talented personnel 1n 

the marketpl ace. Thus, the adjustment proposeo 

by Mr. Schultz is not in the best interest of our 

customers. 

Throughout Amer1can industry, plac1ng part of 

one's pay at risk has proven to be a substant1a1 
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1 management motivator. The Product1v1ty 

I 2 Improvement Progr~m is des1gned t o reward 

I 
3 

4 

productiv i ty while forcing management t o be 

consc1ous of the potential long-ter~ econom1c 

I 5 1mpact on day-to-day dec1s1ons. PIP 1s a 

6 long-term 1ncent1ve plan, based on a fo ur-year 

I 7 average of Return on Common Equ1ty corrc area t o a 

I 
8 

9 

peer group of ut1lit1es. The med1an base 

salaries, together with the PIP 1ncent1ve 

I 10 oppo rtun1ty, leave management's t0tal 

11 compensat1on below our pay ph1l osophy as approved 

I 12 by our Board of D1rectors, wh1ch 1s to co~pensate 

I 
13 

14 

our employees at the 75th percent1le ot ut 1l1t1 e s . 

I 15 By shiftlng compensation dollars fro~ a 

16 f1xed-cost to a variable-cost, the des1gn of our 

I 17 pay system places reasonable restraints on base 

I 
18 

19 

salary dollars while offer1ng potential 

add1tional salary dollars that are pa1a only on 

I 20 

21 

an incentive bas1s for ach1eving sign1f1cant 

functional area and corporate goals. If these 

I 22 
goals are not achi e ved, there is no payment under 

I 
23 

24 

PIP . Employees do not benefit from this 

compensation in years in wh1ch the goals are not 

I 25 
met because it is not a cont1nuing part of the1r 
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base salary, but lS awarded strlctly on a 

year -to-year bas1s. 

What amount should be allowed as 0 ' M expense for 

the Productivity Improvement Program? 

We agree with Mr. Schultz's recommendat1or to 

reduce the allowance by $358,2 09 because a ma )o r 

change 1n the PIP plan des1gn was implementec 

after the budgeting process was completed. 

However, the remaining $105,968 s hould be a llowea 

as reasonabl e 0 & M sa l ary expenses. 

On page 48 of Mr. Schul t z's testimony, he 

recommends that the test year 0 ' M e xpense 

amount of $1,021,637 f or t he Performance Pay Plan 

be disallowed. Do you agree with this 

adjustment? 

No. The Performance Pay Plan, like the 

Product i vity Improvement Plan, should be allowea 

as a legitimate 0 ' M expense along with salar i e s 

and wages since it is also part of t he employee's 

total compensation. 
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In order to provide safe, rel1able and reasona D!t 

priced service to our customers , Gulf depends 

largely on 1ts exper1enceo workforce. Therefore, 

Gulf 1s very concerned that 1ts employees are 

pa1d 1n a reasonable manner, relative to the 

marketplace. There is a definite trend towaro 

the adopt1on of annual awara systems . f1ve yea rs 

ago, only 37 percent of the 71 ut1l1t1es survey e~ 

had an annual award plan. As o f May, 1 9 69, 6 6 

percent of these compan1es have 1mple mented a r. 

annual award plan. Base salar1es at the mea1a r. 

of the market w1ll allow Gulf to hlre and reta 1n 

the majority of its employees. However, 1n order 

to attract and retain highly productive employees 

w1th unique and specialized skl l ls , Gulf must 

provide a pay celivery system for rewar~1ng these 

top performers 1n a demonstrable, s1gn1f1cant a na 

equit~ble manner. The Company must channel the 

efforts of employees through organ1zation and 

corporate goals which are al1gned w1th 1nd1V1aual 

goals . Compensation is then t1ed to the 

achievement of these goals, which creates a 

sensitivity to goal accomplishment not found 1n 

base salary-only type programs. Any goal 

ach1evement that produces a cost savings or 
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productivity improvement will pos1t1vely 1mpact 

the customer, as well as the cont ! nued overa ll 

effort to attract and retain a h l gh l y motl Vateo, 

well-quallfied workf orce. 

On page 54 of Mr. Schultz's tes timony, he 

contends that the 22\ of the relocation budget, 

is for the coat of a realtor to se l l the employe ~ 

home under the relocation program . Does the 22\ 

represent only a c ommission for selling the 

house? 

No. This cost (22\ ) 1s made UF of all 1tems that 

are part of a rel ocat i or. coffipany pla c 1ng an 

employee's house 1n 1ts invento r y. Some of these 

1tems include: Appra 1sals, inspections, 

1nsurance, utilities, maintenance, 1nterest on 

equity, title insurance expense, closing costs, 

mortgage charges, carry1ng cost, brokers expe~se 

and commission. The relocation of our employees 

is necessary in order to place the most qual1f1ed 

employee in vacant positions, usually at the 

supervisor level and above, which are created due 

to retirements, promotions, job rotations, etc. 
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If the Company d1d not pay for the employee's 

re location expenses, a selected employee woulo oe 

hurt f1nanciallY by accepting a po s1t1on 

1nvolving a transfer. Due to the costs 1nvolvec 

with relocations, employees usually woula not 

move unless the expenses were pa1c b ~ the Compan y 

and, consequently, the best employee m1ght not be 

placed 1n a vacant position. Also, the 

relocations are at the request of the Company a nc 

in the Corrpany's best interest; theref o re, the 

Company and not the employee should bear the cost 

of the mcve. 

Mr. Schultz contends on page 58 and 59 that 

Gulf's Fitness Program is just for "high level 

employees". Is this program for the executives 

only? 

No. The fitness program covers approx1mately 167 

employees from supervisors through execut1ves. 

Is this program beneficial? 

Yes. This program was designed to include 

employees in whom the Company has invested 
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substant1al t1me and money. Th1s ln " estment 1s 

in train1ng, cxper1ence, educat1on , and these 

employees are cons1dered a company asset. The 

Frogram's preventive m~asures have proven most 

effective in helping the employees ma1nta1n gooo 

health and productiv~ careers. Th1s proqram has 

proven 1nstrumental 1n lowering oays off due t o 

1llness for these employees from 19b3 to 1989, 

produc1ng an average of 2 .69 days per year less 

1n ti~e off for illness for part1c 1pat1ng 

empl oyees compared to the rema1nder o f the 

company for the same t1me per1od. Long term 

benef1ts assoc1ated w1th the emphas1s on •ellness 

are expected to cont1nue due to th1s prograrr . 

Q. Mr. Schultz has recommended eliminatioo of the 

Supplemental Ben~fits budget. Is this 

reasonable? 

A. No. Mr. Schultz contencs that the ratepayers ac 

not receive any benefit from this company 

program. He is wrong. Our customers do beneflt 

fro~ the talented personnel we are able to 

attract and retain as top l~vel managers at our 

Corr.pany. The Supplemental Benefit plan is also 

part uf the Company's total compensat1on 
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package . W1thout the Supplement Benef1t Plar. 

certa1n employees would be der.1ed the1r pro rata 

share of certa1n benef1ts •h1ch are based or. the 

amo unt of the1r d1rect compensat1on. The l1m1t 

set up by the IRS for fr1nge beneflts would have 

to be made up 1n additional d1rect c ompensat1on 

were it not for the Supple~ental Benef1t Plan. 

Thls type plan lS not un1que and 1s a comrror. 

benefit offered by most ut1l1t1es . Fo r example, 

in a survey on Execut1 ve Cornpensat1or. for 1~69, 

conduct ed by Ed1son El ectrlc Inst1tute, 75\ of 

the 10 6 compan i es s u rveyeo had a comparable 

Supplemental Benefit Plan. For t he 199 0 su rve y, 

82\ of the 103 compan1es surveyed had a 

comparable supplemental plan. Clearly, the tren~ 

towards this type of plan 1s prevalent anc :s 

1ncreas1ng each year. In order to effect1ve ly 

compete for and retain top quality management 

personnel, Gulf must meet the competit1on 1n the 

market place by provid1ng the Supplemental 

Benef it Plan. 

Although he does not propose an adju•tment to 

the expenses related to the Employee Savings 
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Plan, Mr. Schultz does recommend consideration 

of a cap on these costs. Is such a cap 

advisable? 

No, because it would fly 1n the face of the 

program. The Employee Sav1ngs Plan was 

1mplemented t o encourage emp loyee ownersh1p 1n 

the company and to supplement ret1rement 1ncome. 

As with all of our benefits, the Employee 

Sav1ngs Plan 1s part o f the t otal compensat1on 

p~ckage offered by Gulf in order t o attract ana 

reta1n talented personnel. The 1988 EEI benef1ts 

survey 1nd1cated that 92\ of the 120 compan1es 

surveyed had comparable savings plans. In 1989, 

94\ of the 130 companies surveyed had comparab~~ 

plans. This plan helps Gulf Power to recru1 t ar.o 

retain employees in a time when only minor 

improvements have been made to our pens1on plan. 

On page 55, Mr. Schultz recoamended the removal 

of $72,250 in develop•ent or training coat. 

Should thia coat be removed from the rate case? 

No. These courses are a part of our on go1ng 

training for employees at th1s level. 
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Due to the many changes that are occurr11 g 1n the 

bus1ness com~unity , it is important that 

employees who a re making crucial long-term 

oecisions be kept up-to-cate on issues affect1ng 

the ~usiness world. Without cont1nued train1ng 

anc developmental courses, Gulf's employees w1ll 

be ma~ing decisions for the 1990's based on 

obsolete infor mation of the 1980 's These costs 

of contin uing education are very small in 

relat 1on to the total 1nvest.nent and budget for 

expenses that are managec by our employees. 

Do you have a summary of your testimony? 

Yes. The compensation program, Suppl ementa l 

Benefit Plan, Relocation Pl an, and Employee 

Savings Plan are all par t of the total package 

that enables Gulf to be compet it ive in the market 

place for talented personnel. Without a ll 

componen t parts of the Company's compensation and 

benef it package, Gulf will face great difficu lty 

attracting and reta i ning talented employees and 

moving them to fill jobs where they are needed 

best. It is also critical that we are able t o 

tra1n and educate our employees on the many 
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changes occurr1ng in the bus1ness worlc . Al l o! 

these cons1derations have at their founcat1 or. , 

the best 1nte rests of Gulf's customers. It 1s 

on ly by attract1ng and reta1n1ng talented 

personnel , placing them in posit1ons for wh1ch 

they are best suitec , and keep1ng them up to Jate 

on the lat est information 1n the1r f1e ld , that 

Gulf will be able to cont1nue to meet 1ts 

statutory obl1gat1on to serve our customers. 

Does this conclude your testimony? 

Yes. 
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COUN1Y OF ESC AMBIA 

Before me the undersigned authority. personally appe ared 

_....:R.:...:o~b=e..::.r...:t:._..:H..:....:.... . ....=.J-=a...:c:..:k..:..s::....::.o..:.:n'-------- • who be !. n Q t i r s t d u 1 y s wo r n . 

deposes and says that he/she is the Qene,al Manager o! 

Employee Relations of Gulf Power Compa ny a nd that the 

foreg oi ng is t rue and correct to the bes t o! his /he r kn owledgP . 

information and belief. 

~Sworn to and subscribed 

J.L) 4o 19 90 

( '~~U-~ 
t•"3"t ary Public. 

f1mJ C: ;__ -
~- ·--------

before me th is J JCU-- day o! 

My Commission Expires: :.r~(',.-..51f-':c-v:w~:;·· .. • T !O. !~~ : 
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