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Staff's Tenth Set of Interrogatories
Docket No. 130140-El

GULF POWER COMPANY
November 13, 2013

Item No. 119

Page 1 of 1

119. Referring to page 8, lines 16-22, please identify by position title and salary any
additional positions that were added in 2011 and 2012, and explain how the
ratepayers have benefited from these positions being added.

ANSWER:

Customers have benefited from the additional positions detailed below by reduced
waiting times, expanded services, increased quality assurance and more
comprehensive training of Customer Care Representatives. Since additional positions
were added, Gulf has improved in both service level and in customer satisfaction. All of
these employees directly serve our customers.

Positions
Title Salary Added
CSC Representative IV e 4
Customer Representative | [ 6

Customer Service

Associate ] 3
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Temporary employees (even if such classification is determined to have been incorrect)

Outside directors

Collective bargaining unit employees who have not been approved for participation

Georgia Power bargaining unit employees who have not completed their probationary period and
who are not approved by their manager to participate as of December 31

In accordance with the terms of a memorandum of understanding, collective bargaining unit
employees may be eligible for some but not all awards under PPP. Also, in accordance with the
terms of a memorandum of understanding, the adopting employer has the right to continue or not
continue participation in PPP.

Award Sizes
Target award sizes are as follows:

! The company may unilaterally change the percentage target award at any time.
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Exercise Price

The Omnibus Plan allows the Committee to set the exercise price, provided that the exercise price of
Southern Company options shall be equal to or higher than the closing common stock price on the
date of grant. In practice, the Committee sets the exercise price equal to the closing common stock
price on the date of grant.

For annual grants, the date of grant is the date that the Committee approves the stock option award.
For interim grants, the date of grant is the interim grant date designated in the Design Details. If the
markets are closed on the date of grant, then the most recent trading day prior to the date of grant is
deemed to be the date of grant for purposes of determining the exercise price.

Term

The Omnibus Plan allows the Committee to set the term of options. The Committee has committed
to grant Southern Company options with a term of no more than 10 years. In practice, the
Committee sets the term at 10 years. This term may be shortened through termination of
employment (see that section, below).

Vesting
The Omnibus Plan allows the Committee to set the vesting schedule. In practice, options are set to
vest one third per year. Vesting occurs on the first, second and third anniversaries of the grant date.

Transferability

Southern Company options are only transferable if the award agreement specifically allows it. In
practice, all award agreements allow options to be transferred to revocable trusts subject to the prior
approval of the most senior Human Resources officer, and, in certain limited circumstances, some
award agreements also allow transfers to other persons or entities. A transfer is only allowed if it is
not a transfer for value. No subsequent transfers or assignments are allowed and any attempt at a
subsequent transfer is void. Transfers incident to a divorce are not allowed.

Award Sizes

The long term incentive target award value (“LTI Target Award”) is based on a percentage of base
salary. Forty percent (40%) of the LTI Target Award is used as part of the calculation to determine
the number of stock options to be awarded. The remaining sixty (60%) of the LTI Target Award is
awarded under the Performance Share Program (except for mid-year awards which are addressed
below).
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Timing of Grants

Regular grants. Options are granted on a regular basis, typically annually, to eligible employees.
This is done in order to remain competitive with market practice. Employee must be in an
eligible position on the date of the annual merit pay adjustment and the date of the grant.

Grants to new hires and employees promoted from ineligible positions into eligible positions.
Options are granted to new hires and employees promoted from ineligible positions into eligible
positions under a formula:

Grant Date® New Hires and Employees Promoted Into Percent of a
Eligible Position Included Guideline
Grant Made
May 1 From the last date included in the February option grant, through April 30 75%
August | May 1 through July 31 50%
November 1  August | through October 31 ' 25%

Employees eligible for prorated grants will receive full LTI Target Award (base salary x LTI
Target Award % x Proration Percentage) in stock options rather than the 40% Stock Option
Allocation.

Impact of Changes in Employment Status
The following table shows the impact of changes in employment status.

Exercise Period

for Vested Options Eligible for
(But In No Event Additional Grants

Treatment of Beyond the Original  after Employment
Employment Event Unvested Options Option Term)" Event
Retirement Vest fully* 5 years No
Death’ Vest fully 3 years No
Any other type of termination not  Forfeited 90 days No
for cause®
Any termination for cause *’ Forfeited Forfeited No
Paid Leave of absence Treated as still employed No change Yes
Military Leave of Absence Treated as still employed No change No
Unpaid Leave of Absence or Treated as still employed No change No
Disability 2

° Base salary is typically the annual base salary rate on the date of the annual merit pay adjustment. In all cases, base salary will

be fixed and determined prior to the date of grant.

€ The Committee may change an interim date of grant at any time and may cancel an interim grant prior to the date of grant.
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e Bargaining unit employees

¢ Independent contractors

Leased employees
e Co-ops

Interns

e Temporary employees

How Number of Performance Shares Are Determined

The long term incentive target award value (“LTI Target Award”) is based on a percentage of base
salary. Forty percent (40%) of the LTI Target Award is used as part of the calculation to determine
the number of stock options to be awarded. The remaining sixty percent (60%) of the LTI Target
Award is used as part of the calculation to determine the number of Performance Shares to be
awarded.

To calculate the number of Performance Shares to be granted, the Performance Share Allocation
amount (base salary x LTI Target Award % x 60%) is divided by the fair value of one Performance
Share on the date of the grant. Fair Value is based on accounting standards and is not the same as
market value. Base salary and salary grade level are determined as of the date of the annual merit
increase adjustment of the year of grant. The participant will be notified of the number of
Performance Shares that have been granted to the participant. Performance Shares are units, not
actual shares of Southern Company common stock, and thus the actual number of Southern Company
common stock to be paid to the participant will not be determined until the end of the performance
period. :

How Performance is Measured

The performance measure is Southern Company’s TSR relative to the TSR of its industry peers. The
TSR calculation reflects changes in stock price, dividends paid, and reinvestment of dividends paid
during the performance period.

The share price at the beginning of the performance period will be determined by an average of the
closing prices for 20 consecutive trading days, ending on December 31 of the prior year.
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