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l l 2 

AFTERNOON SESSION 

2 COMMI SSIONER GUNTER: You're it. 

) CHAIP.MJ\N WILSON: Arc you going t o wa it f or 

4 Steve a f ew minutes? 

MR. SHREVE : We' 11 wait . 

6 CHAIRMAN WILSON: Okay, we'll wa it . 

7 COMMI SSIONER GUNTER: So we won't have to 

q wait, I've got just a couple of questions. 

9 Mr. McCrary, my inquiry woul~ be in the area 

10 of inventory. Now, if you're not the right person to 

11 address my question, if vou would JUSt direct me t o 

12 whoever tl-tc pE>rson would be. tlut as r understand i r. 

l J reading -- and, Hr. Holland, you might want to llsten 

14 up . 

l 5 MR. HOLLJ\NO : Yes, s1r. 

16 COMMI ~SION ER GUNTER: And Hr . Shreve and all 

] 7 the parties is tnat I !.ave read an extensJve amo unt 

18 of material in preparation f ot the last f il ing and thJ~ 

19 one, including some of the deposit1ons. And that's t o 

20 better p repa r e myself for cro3s examinatlon and 

2 1 understand the i ssues. I could g:ve jOU a 1 l a l1st o r 

22 those depositions that 1 have read. I can 't reed 1 J 

2J t~ ~m all now, but 1 could go through them and te ll you 

24 l the ones that I have read. It sort u! lays the 

25 pred1 cate f o r the questions that I h~vc. And I thlnk 
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that's ca lled truth in questioning. 

1 In the process ot how a work order goes 

J through, if a job comes in and they list the bill of 

4 materials they'd require fvr the job, and get those 

5 fro~ supply , and go out and do the job, isn't that 

6 right? 

7 WITN J:SS McCRAR"i: Right. 

8 COMMI SS IONER GUNTER: In the case, as I 

9 understand \<lith Line Power, they, in effect, had 

10 utilized some Gulf Po wer equipment, transformers, wire, 

11 that kind of s tuff in accomplishm~nt of thetr job. But 

12 when you take an inventory, really, unless you went and 

13 looked at every work order to find out if, in fact, the 

14 materials that were drawn for that individual job ~ere 

15 installed , it would be a real lengthy process to rea : Jy 

16 make sure what your real inventvry would be, wou l dn't 

17 it? Do you understand what I'm asking? You would 

18 almos t have to go t o the work order, make sure that 

19 those 1tems that were drawn were lnstalled, and then 

20 balance that 1gainst your inventory. 

2 l WITNESS McCRAR Y: That's correct . Whdt the 

22 audit does 1s to compare what is on your books, wha~ 

2J the records say should be in your inventory with the 

24 physi c al count o f the material that'~ there. 

25 COMMISSION ER GUNTER: Righ t. So yo u don't 
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real ly know, in f act, that dll the items on an 

2 Individual work order, which would affect -- there are 

) two sides of this; one, the items that were drawn ou t 

4 o ! inventory anj the war~ orders, they c an matc h, and 

5 the inventory ca n match. out, 1n effect, lf any o f 

6 those items we re diverte1 from the time they were drawn 

7 until they were installed, until you ~ en t d o wn every 

8 individual work order you wouldn't be able co know 

9 thdt, wo uld you? 

10 WITNESS McCRARY: That ' s correct . lf the 

11 paoer wo rk has been fals i fied, altered to some extent . 

12 COMM ISSIONER GUNTER: I understand. I t 

1 1 somebody is trying t o defraud you, there is n o t any way 

14 tt.a t you can find that out. 

15 WITNESS McCRARY: No way. 

1 (, COMMISSIONER GUNTER: All right. That sor~ 

17 o f leads me t o a conclus i on t hat if, in fact, unless 

18 t ~e re was completP. restitut ion t0 th e Company, complete 

19 rest itution to the Company, where there has bee n a 

20 diversion of materi a ls for whatever purpose outside 

21 utility service , outs ide your Gulf Power utility 

2? se rvi c-e , that th e re are two questions . On e o f them is 

2) 

?4 

2J 

that ei ther the inven t ory -- and would doubt that you 

I
Hould have a way to kno w that -- either the i nvent o ry 

would be wronc; or y c-•1r plant in service woul d be wrong. 
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Because if they diverted materia.Ls tl.at they had draw "'\ 

2 on a work order to nonutility serv1ce, had pilfered lt, 

) and used it somewhere else, that would say, through the 

4 process of adding to your investment for outs~de plant, 

5 that would say that that acc ount would by necessity 

6 have to be wrong, wouldn't it ? 

7 

8 

9 

WITNESS McC~RY: Yes, si-. that's correct. 

COMMISSIONER GUNTER: Okay . 

WITNESS McCRARY: The only material that we 

10 know and ca n prove that has be~.-n diverted amount s to 

11 nine transformers that are located o n military bases at 

12 jobs that were done by Line Pover. 

1) COMMISSIONER GUNTER: I understand. I'm Just 

14 trying to understand the ~roce~s . 

15 Then , if, in fact, Line Power had -- let's go 

16 to the PCB allegation -- if tr.ey had brought their PCB 

17 contaminated trans formers in and had sli pped them in to 

18 you, again that would be an expense that ~ult Power 

19 w0uld have had t o have borne. In your disposal of 

20 those PCB contaminated transformers, that would be an 

2 1 expense that you redlly wouldn't know lf someone were 

~2 purposely trying to def raud you, would you? 

2 ) 

24 

WITNESS McCRARY: That' s correct. 

COMMI SSIONER GUNTER: And there1n is anoth~r 

25 p l ace that you c ould have an ex~ense that would not be 
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1 eithe r a wor ki ng ca~ital or a plant in serv i ce account, 

2 there would be some problems there? 

J WITNESS McCRARY: Yes , sir, it could be. But 

4 we have investigated this thing extensively, anrl so has 

5 th e federal government, and t o our knowledge those 

~ things did not happen except i n these areas where we 

7 ha ve so reported. 

8 COMMISSIONER GUh~ER: Yes. Well, the expense 

9 items would have been out of period. The only one 

10 pla~e that I 've got some thrust and some thought 

11 process or what could have happene~ in the '82 time 

1 2 period that would be outside of that other docket that 

1 3 we 've got an investigation going on . For instance , you 

14 know , there may have been, just for di scussion, the re 

15 may have bee n some conservation advertising that 

16 Appleyard did or one of the other folk s that was 

17 re~overed in a previous period. There's a number of 

18 things t o loo k at there . 

19 But the items that could have some effect 

20 would be plant in service, or rate base items because 

21 of diversion of ma ter ials into -- that wou~d have been 

22 bv accountan~ . You know, an accountant gets t he w0 r k 

27 order back and he ' s got the number of manhour s and the 

2 4 materials and all that goes -- you c apita lize that 

25 labor and it goes into rate base, into p lant in 
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service. But if folks had p llfer ed that and took it 

2 away, some transfor mers, poles, or wh ~ tever in the 

) devil they did, that would have had an effec t on the 

4 rate base. 

WITNES~ McCRARY: Yes, sir. 5 

6 

7 

COMMI SSIONER GUNTER: It's just a mattor of 

deg r ee . I'm not --

8 WITNESS McCRARY : ~ight. It could have. 1 

9 would think if it had been t o any large degree it would 

10 be r e fl ected in our costs , that are not excess ive, or 

11 

12 

1) 

COMMI SSIONER GUNTER: Hine, it doesn't matter 

abou t the extensiveness o f i t . I' m jus t trying t o 

14 u nders tand the s ystem. 

WITNESS McCRARY: I understand. That's correc t. 15 

16 COMM ISSIONER GUNTER: Anu I think, as I r ead 

Croft's deposit ion, he spoke in his deposition of items 

JB like gloves that were in inventory that were - - there 

1~ ~ere a number ~ f 1tems wh i ch he spoke of ot getting OJt 

2D of inventory. 

2 1 And i s ther e going t o be somebody that can 

22 discuss how those expendable items are tr~ated in 

2J i nventory ? For instance, I would take gloves. I would 

24 ass~me that gloves, and I think 1t was cha ra c ter 1zed --

25 you all remember the depcsit i on better than I do -- but 
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it characterized g l oves as be ing the o nes that they had 

2 were much higher vo ltage gloves and the y were hard t o 

J handle and what have you. And nobody drew t hem , so he 

4 t old them, "Wel l, don't throw them in the Dempsey 

5 Dumpster, put them on my tr~ck." And there w~re a 

6 number o f those. 

7 And I would be i nterested, if you're no t the 

8 right person, with d iscussing how those items are 

9 han1led in inventory. Those i t ems that are considered 

10 expendable items, like nuts and bo Jt s a nd gloves and 

I 
11 ' apr ons and blankets and those kind of things , how they 

12 are treated f or accounti ng purposeG. 

1) WITNESS McCRARY: I wo u ldn't be able t o 

14 a ns wer that, but I think --

15 COMMISSIONER GrnNTER: Would Arlan be able t o? 

16 WI TNESS McCRARY : prv bably Arlan woul d be 

1 7 the guy to answer that. 

18 COMM ISSIONER GUNTER: Okay . all ri~ht. 

19 WITNESS McCRARY: We did, by the wa y, we d i d 

20 r~cover those gloves. 

2 1 COMMI SSIONER GUNTER: Oka y , 1 j us t -- we ll, 

22 nc•..,, mine was just trying to unde r stand, and read 1ng 

23 tha t, ns to what transpired in that time period and 

~ 4 t r.i ng t o think through the process o t wtat c ould 

~~ a ! Ject th is c a s P, oth~r than the l ine o t reason1ng t h4t 
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2 

) 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1'> 

16 

1 .. 

18 

19 

20 

21 

22 

23 

• 24 
II 

25 

Mr. Burgess ~s going through , ~hat could affect this 

case or what might could have affected the last case. 

Okay. 

WITNESS McCRARY: I can tell you one thing 

for sure. The way that i nventory is accounted for Rnd 

handled today is much different !rom t he way it ~as 

handled and accounted for in 1982. 

COMMISSIONER GtmTER: Is there somebody go 1ng 

to be able to address -- and I think this was in the 

Saker-Childers repo rt, the statement by the young lady 

you ment1oned previously, I don't rec all her name . 

What wa s her name? 

WI TNESS McCRARY: Carolyn Sirmon? 

COMMISSIONER GUNTER: Yeah . The allegati on 

that showed up in that report, and I believe that wa s 

the hand~ritten 35-page or so repor t . I didn't tead 

here deposi tion. I don't even know if she was deposed . 

9ut with the $ 2 million allegation of bringing \ n 

unused materials, I mean salvage materials and counting 

those for inventor y, is there someone going to address 

that on point? 

MR. HOLLAND: M.r. Fe 11. 

COMMISSIONER GUNTER: Wh o? 

MR. HOLLAND: M.r. Fe 11. 

COMMISSIONER ~UNTER: Okay. That's George 
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1 

2 

J 

Fell? 

HR. HOLLAND: Yes, sir. 

COMMI SSIO~ER GUNTER: Okay . J ' 11 wait to r 

4 those questions. 

5 COMMI SS IONER BEARD: Oo you all ha ve 

6 engineers that go bghinc contractors to inspec t the job 

7 for compliance? 

8 

9 

WITNESS McCRARY: Yes , sir. Jobs are - -

COMMISSIONER BEARD: It you had a work o1·der 

10 with a contractor, or your own e~pl oyees for that 

11 matter, and the materi a ls weren't used to bu i ld th~t 

12 constrLct ion, that engineer wo u ld h z.- ve to know t hat. 

lJ WI TNESS McCRARY: for the most part, they would. 

14 If they were any excessive dif ferenc es between 

15 

16 

COMMISSIONER BEARD: Well, if extensive 

WITNESS Mc CRARY: wha t was n llquired for 

17 the j~b and what wa s actually charged out, the engi neer 

18 would knuw that. Subtle diffe rences, he mi gh t not. 

1 9 COMMI SS I ONER BEARD: Nu~s and bolts, maybe 

20 not; but the poles, transformers, appr oxi mate miles of 

21 line, conductor, he would know those things , would he 

2 2 not? 

2) 

24 

WITNESS McCRARY : Tha t's r1qht, he woul~ . 

COMJ.!ISSIONER BEARD: Would recognize that the 

25 inventory issuL s heet s howed an ex~essi ve amount ot 
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\nventory being issued as opposed to the job o rder ? 

2 WITNESS McCRARY: If there was a substantial 

1 dif f erence, he wou l d know that, would see that, catct. 

4 it. Subtle differences, he may not c atch. 

COMMI SSION~ EASLEY: Would he see lt because 

6 he recognized it rrom the paper work o r wou l d he 

7 phys ica lly look at the jobs? 

B WITNESS McCRARY : He just knows ho w muc h --

9 how many transformers it takes to d o a job . 

10 COMMI SS IONER BEARD : An engineer would look 

11 a t the j ob and physica ll y ri de the line o u t to see if 

12 it was in compliance with code. 

l) COMMI SSIONER EASLEY: We ll, that was what I 

14 t hought to begin with , okay . 

15 COMM ISS I ONER BEARD: And would have, I assume 

16 wou ld have the sheet , the eng i neering design sheet, and 

17 typ1 c ally that shou l d s how the amount of i nvento ry 

18 utilized in the job. 

19 

20 

WITNESS McCRARY: It would. 

CvMMI SS I ONER EASLEY: Would you o r Mr. Fel l 

21 be t he o ne to ask about the oth er sid e of the 

22 accountin~ o r t hose items t hat wer~ missing !rom 

23 i~ventory? Wou ld t hat be Mr. f ell or--

24 WifNESS McCRARY: That wo u ld be Hr. ~ ell or 

25 Mr. Sca r brough . 
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1 

2 

) litte bit 

4 

COMMISSIONER EASLEY : Thank y~u. 

HR. SHREVE: Hr. McCrary, to ! ullow up a 

HR. HOLLAND: Just a minute, Jack. 

5 Commissioners, ,ormally I would objGct, and I don' t 

6 think it's the Commiss ion '8 pract ice to let a witneso 

7 be double-teamed . With Steve not here, I don't g~ess 

8 will object to Hr. Shreve continuing this line of 

9 questions, but I do think that lt is some~hinq we 

1 0 s houldn't make a practice of during the course ot 

1 1 CHAIRMAN WILSON: I think the pracLice the 

12 commission has generally followe~ ib when you have 

13 lawyers i nquiring about basically different subjec ts 

14 t hat it's acceptable to have two lawyers from the same 

15 side who have prepared different pieces of the cas ~ to 

16 do cross examination. But no, it would be improper to 

17 double team on the same ma ter ial and the same l ine o f 

18 inquiry. 

19 HR. HOLLAN D: I guess ~y 1nquiry ~ould be, 

20 then, are Wd going to a different area or are we 

21 simp ly, Mr. Shreve, picking up wher b Steve left off 

22 because Steve is not here? 

23 CHAIRMAN WILSON: Let 's !ind out where . is 

24 Mr. Burgess g~ing to come back th1s afternoon? 

2 5 liR. SHREVE: He'll be ba c k later. 1' m not 
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exactly sure what time. If yvu wa nt hi m here, we'l l 

2 get him here right now. If Hr. Holland wants t o ooject 

J to me asking the ques tions, that wi ll be fine . 

4 CHAIRMAN WILSON: Do you intend to complete 

5 the cross exl'lmination of Mr. ltcCrary, Mr. Shreve ? 

6 MR. SHREVE: I thought 1 would . We didn't 

7 have too much nore, but I --

8 

9 

10 object --

11 

12 

MR. HO~LAND: That's fine. 

MR. SHREVE: But i f Mr. Holland wants lo 

MR. HOLLAND: That's fine. 

CHAlRMAN WILSON: Go ah~ad. 

1J CROSS EXAMINATION 

14 BY MR. SHREVE: 

15 Q Following up on Commissioner Gunter's 

16 questions , Mr. McCrary, as : ar a s the l~vest igations 0 f 

17 the items that were mis £ ing, I guess primarily 

18 revolving around Mr. Croft one way or the other, 1 

19 think that also went back 1nto the warehouse 

20 investigation, did it not? 

2 i ~ell, Mr. Cr oft worked i~ that area and so, 

22 yes, the i nve s tigation h ad to do with things that he 

23 had taken from the wareho use and Lhc repair sh~ p. 

Q Th~re we re two investigations, there was a 

2 S warehouse investigation and ther e was the so - called 
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J 24 I 

r 1 Croft ~nvestigat ion, but there wa s vverlap there, was 

2 there not? 

) A No. 

4 Q Same thing? 

5 A Same t h ing . 

6 Q Ckoy. 

7 MR. HOLLAND: Wait. Wa it just a mi~ute. I 

8 t l ink for clarificat ion purposes, are you referring t o 

9 the audits that were conduc ted? 

10 MR. SHREVE : I'm referring to what Hr. 

11 McCrary had said earlier. I had thougl1t at that time 

12 the re wa s some delineation of twv d ifferent I'm 

13 re~ lly trying to clarify something . There was talk 

14 abvut two investigations; and even at tha t time there 

15 was talk about an overlap. I th i nk, i n genera l, ~ he 

16 Croft investigat ion included the wareho u se 

17 investigat ion, no t the initia l audit of the 

18 lnV•'stigation. 

1 9 HR. HOLLAND: He c an clarify that. 

20 Q fBy Hr. Shreve) All right, si r . It you 

21 wou l d, could you just give us the scenario from the 

22 very f i r st document o r report t hot called t h e warehouse 

23 prob l em to your attent ion? 

24 A There was the early audits that we re f erred 

25 to t J is morning . The 1982 audit shuwed the outage and 
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1 the : ater 198J audit, atter ev&rything was corrected 

2 and properly counted. When that audit wa s done, then 

J there was no more concern about the audit of the 

4 warehouse . So that was not t he thing that i n itiated 

5 the Croft Investig~tion. It was t he allegations ln 

6 anc nymous letters and the statement by Lamar Brazwe ll 

7 th~t initlated the C~oft Investigation. 

8 Q Now, Hr. Bra~well then came t o you, I believe 

9 you said, and com~lained or mentioned there were some 

10 things going on that you s hould know about? 

11 

12 

A 

Q 

Yes, sir. 

That helped to initiate thu investigation. 

1J ~as Hr. Brazwell convi c ted of a crime? 

1 4 

15 

16 

A 

Q 

A 

He was. 

Did, when did that fir s t come to light? 

He was, he was tried in the, what we call th e 

17 Leeper t d al in, I think it was, 1987 . And when I 

18 f irst le., rned of the scheme that had gone on betwee n 

19 Leeper a~d Bra7well was when I plcked up the pa oer and 

2~ saw that written up in the paper after the trial. 

2 1 Q Was there an investigation done by you or Gulf 

22 Power to determine the extent or Hr. Brazwe ll's, I 

23 guess it was a c heck scam, but th~ thef t of the Company 

24 from the Compa ny :' 

2 5 A We did some investigating early on with the 
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1 ~~--some allegations wer& made in th4e> initial 

2 inves~igation agaiPst Lamar Brazwell. 

J 

4 

5 

Q 

A 

Q 

6 trial? 

7 

8 

9 

A 

Q 

A 

Was that before the trial ? 

Yes. It was. 

So, then, you had knowledge of it before the 

Not the Leeper episode, no, sir. 

What about Brazwell? 

Wel l , Brazwell's relationsh i p with Leeper wa s 

10 totally unknown to the Company until after the trial. 

11 Q All right . After you became knowledgeab l e of 

12 the relationship with Brazwell and Leeoer, and the f act 

13 that they had had thi s check scam going, did you ~sk e 

14 an investigation to find out the extent of i t ? 

15 A No, we didn't . Because when I found out 

16 about it, Leeper had been -- or Brazwell had been 

17 convicted and Leeper was later convicted. It was 

18 totally in the hands of the Internal Revenue Serv~ce 

19 and the u.s. Attorney. 

20 Q What about the effect it had on Gulf Power 

21 and i t s adjustments thal it might need to make because 

22 of t he theft ? 

2 J A I don't think we had any rate cas e goi ng at 

24 the t ime that that occurred. That occurred bac k in 

25 1982 , as I remember. 
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1 Q Oka y. But they, in fact , were giving f alse 

2 invoices t o the Company and rece iving c hecks for those 

J invoices, is that correct , to cover those invoices ? 

4 A That's c o rre c t. 

5 Q And y~u did no invest i gatlo n t o f i nd ou~ 

6 ~hether there wac any ef fec t on the Comp any o r not ? 

7 A Well, I s aid, when I learnod ~bout i t , th~~ 

8 wa s in 1987, some r~ve years or so afte r that occu1red. 

9 But, you know, I say to yo u again, that i f the 

1 0 ratepayers have been impacted by those a c tions, the n 

11 you know, we 're wil ling to make restitution with 

12 interes t. But I d on't think there has been a prohl em 

lJ i n 

14 

1 5 

16 

Q 

A 

Q 

In 

that situation. 

When r eports o f impropr i et ies have come t o 

17 yo~, such as Brazwell's report of impropriet ies o n the 

18 p~rt of Croft, and other impropr iet ies thlt might have 

19 come to you . do you i nvestigate those improprieties? 

20 

21 

A 

Q 

Yes, s ir. 

Do you fee l you do a thorouqh invest1gat 1on 

22 or t hose improptieties? 

2., 

2 4 

A 

Q 

I think so . Yes, si ~ . 

And you take remedial act ~ on of those 

25 improprieties of the people involved? 
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1 

2 

A 

0 

Yes, sir. 

You mentioned a couple that had been let go, 

3 the window washing scam, the peroon that what, stole a 

4 gallon of gas or something like that ? 

5 

6 

A 

0 

Yes, sir. 

Tell me about the amnesty program. 

7 A The amnesty program was put into effect 1n, I 

8 believe it was, August of 1984. The reason that we did 

9 that was because i n the i nitial investigation. There 

10 had been numerous allegations by different people who 

11 were interviewed against a number of people in the 

12 Compa ny . Many of these t h ings were jus~ allegations 

13 and we could not prove them, one wa y or t h e other. 

14 We decided that it was i r the best interests 

.. 5 of the Company to put a 11 those things behind us that 

16 had occurred back in the '80-'83 tlme period, a nd t o 

17 say to employees, "If you have any reason to believe 

18 that yo u have done someth ing that is improper, thon you 

19 come forward and make restitution to the Company and 

20 we'll wipe the slate clean and start down the road with 

21 a fresh start . " 

22 And that was the reason that we implemented 

23 the amnesty program. 

0 All right, so you implemented the amnesty 

25 program? 
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II Yes, sir . 

2 Q These reports that came to you from the 

J employees , what did your inveotigati~n show? 

4 A They showed, in many cases, that they wer e 

5 j u s t a llegations and you would start t o try to bac k 

6 t hose thlngs up wi th facts and you'd get differenc~s ol 

7 opin ions, some s ay, "Yes , I, th is is the way I was t o l d 

a that it happAned." Yo u just don't have any fac ts tha t 

9 you can act on. 

10 When we had hard proo f of i mpropriety, we did 

11 something about it. 

12 

13 

Q 

A 

And what were those instances , s ir? 

Kyle Cro(t, Lacar Brazwell Carolyn Sirmon, 

.4 John Matthews 

15 Q But these were not people involved i n the 

16 amnesty program? 

17 

18 

A. 

Q 

Sit ? 

These wer e not peopl e invo lved in the amne sty 

19 program, were they? 

2(1 A I don't know whether they were invo lved 1n 

2 1 the amnesty program or not . 

22 Q Did you do a ny investigat ion i n to an y o f your 

23 executives based on comp la ints recei ved ? 

2 4 

25 

A 

Q 

we did. 

And what. did those investigations show? 
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l A Well, they show whatever is 1n o~r 

2 investigative report. You'l l have to te ll me 

J specifically what you want to talk about. 

4 Q We~l, dv you know how many people were 

5 involved in tho amnesty program? 

6 

7 

A 

Q 

No, sir, I don't 

And yoc don'~ know any names ot people 

8 involved in it? 

9 

10 me 

A 

Q 

A 

No, si r, except, except people who have told 

fine. 

-- that t hey went down. 6ut I did not g~t a 

11 

12 

1) list of names. I don't know who it wa s, and we 

14 designed the amnesty program ~hat way. 

15 Q And your i~vestigation into the allegatinns 

16 made to you, or to the Comp a ny, aevea.led notlttng th tJt 

17 you should act on, other than Cro ft, Brazwell, Leeper 

18 -- whi c h yoc didn't take any action on Brazwell and 

19 Leeper, did you? 

20 

21 

A 

Q 

I d ! dn't know about Brazwell or Leeper. 

So they didn't resul t in anythang . And 

22 Carolyn Sirmon you mentioned. Croft, you let h i m go? 

23 A That's right. 

? 4 Q Did Gulf Power make arrangements to have hJs 

25 insurance paiJ by c :-e o f your vertdors a fter he W3S 
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1 gone? 

2 A No, sir, ~ulf Power did not. One o f our 

3 executives did make a rrangements spec ifically aga inst 

4 my instructions . 

Q And what act ion d id you take t hen ? 

6 Wher. I found out about it, I took t ha t t o our 

7 Board and the r~commendation was made later that this 

8 executive be terminated. 

9 Q The allegations t hat were made, you have 

10 mentione d an individual wh o took qu ite a tew actions 

11 over the years . Afte r you came to Gulf Puwer , is it 

12 you r position that you did not know o f any of those 

13 activities? 

l4 

15 

A 

Q 

Which a c tivities now? 

Well , you have mentioned Hr . Horto n and the 

16 different things that he s upposedly did. And tha ~ wa s 

1 / your primary reason for entering in to the plea 

18 agreement was primarily , you said, Hr. Horton . All of 

19 those activities carried on by Hr. Horton, you had no 

20 knowledge of? 

21 A I had knowl ~dge of the specific facts later 

22 on . But when I first c ame to Gul! Power , is that wh d: 

23 you're saying? 

2 4 Q The allegations t hat were made against Hr . 

2S !Horton, and also the allegat ions that you a! ~ uded to as 
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1 reasons that you entered into the p lea of guilty with 

2 the Federal GovernMent, you did have knowledge of those 

J activit ies of Hr . Horton at times when they were 

4 ongoing, did you not? 

5 

6 

7 

A 

Q 

A 

No. 

Nov~r ? 

As I said this morning, I saw the App l eyard 

8 ledger for the first time in the fall of 1988. And 

9 that's when I discovered t hat polit ical contributl ons 

10 had been mado through that mechanism. I discovered 

11 that Kyle croft's insurance had been palo through that 

12 mechanism, specific ally against my instructions, in th e 

13 fall of 1988. 

14 Q Did not know of any other activities being 

15 carried on, that you alluded to this morning as be i ng 

16 improper? 

17 A I can't recall. Now, if you ask me about 

18 some specific thing, yuu know, I'd 

1 9 Q All right, sir. Did you have any knowledge , 

20 or did you o~tain any knowledge after-the-fact of an y 

21 work done by a 11 y of the employees , o n any of the 

22 executives' property, of Gulf Po• e r ? 

23 

24 

~s 

A 

Q 

A 

Yes, sir. 

Who would that be? 

Hr. Addison had some yard maintenance done 
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1 

2 

) 

4 

5 

6 

7 

8 

9 

10 

11 

12 

• 1 3 

14 

15 

1 6 

17 

18 

19 

20 

2l 

22 

2) 

24 

2S 

when ne was here at Gulf. When I learned ot that, I 

went to Mr. Addison and told him about it and he sa1d, 

"Just find out how much Lhat is, and I will make 

restitution to the Company. " 

Q So that \·as an i nvestigat ion you did and 

f ound out how much j t was ? 

A Yes, sir. 

Q So you did i~vestigate that complaint? 

A I did. 

Q J\nd so you told Hr . Addisos. and then what ? 

A He 

Q He paid the Compan y bac k ? 

A That's right. 

Q Was that in the amnesty ~rogram? 

A I think that wa s i n the amnesty program . I ' m 

not sure about that. Bu t I know I got a bill for ~ he 

amour.t of wo rk that had been ~one and I gave that to 

Mr . Addison . And I think he made restitut ion throuQh 

the amnesty program, but I'm not sur~. 

Q Any ctner actions taken against Mr. Add1son, 

who at that time, I guess, wa s the Pres~dent of The 

Southern Company? 

A That's c orrect. The only other all egati o~~ 

tnat 

Q No, a ny action taken against Mr. Addison ? 
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1 

2 

A 

Q 

For that, f o r the lawn work? 

Well, was there more to it than l awn work? 

3 Wa s there some construction work ? 

4 

5 

6 

A 

Q 

A 

I dvn 't ~now of any construction work. 

Would your investigations report show that ? 

They would show that there were allegations 

7 o f construction work. In all the allegations tha t were 

8 made, I sat down with Hr . Addison and went through 

9 these thi ngs, and in al l cases h~ says that it either 

10 didn't happen, or ~e made restituti on to tr.e Company, 

1 1 o r it was an i ncidental th i ng . 

12 Q An~ Mr . Addison is the on.y one that comes t o 

13 mind? Any other officers o f The Southern Company ? 

1 4 A There were allegations made aga1nst Mr . 

15 Vogtle , who was the ex-President of Southern Company. 

16 

17 

Q 

A 

And what did your investigation s how? 

What it showed was t hat Hr. Vogtle and Kyle 

18 Cro f t wer a good friends. And Kyle Croft used to qo up 

19 and spend the weekend with Alvin Vogtle. And whi le he 

20 was there, he would do work f or him at his house. 

2 1 

22 

Q 

A 

And it didn' t involve Gulf Power a t all ? 

I d on' t know of anythi ng specific that we 

23 cou ld prove that 1nvolved Gulf Power. 

24 Q Yes, but what did your inves tiga t ion show? 

25 Didn't it show that it involoved Gulf Power materials , 
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at least doing work, constuction work on a r~cetrack. 

2 for one thing? 

3 

4 

5 

6 

7 

A 

Q 

A 

Q 

A 

8 extent. 

9 Q 

There were ~!legations mane tv that effect. 

¥ou didn't find any evidence of t hat? 

No, sir, I didn't--

Hao anyone eestified to that offect? 

I really didn't pursue those things to that 

¥ou did not investigate ~hat complaint 

1 0 thoroughly ? 

1 l Q ¥ou did not inve stigate that compl~ int 

12 thoroughly ? 

1) 

14 

15 

u .. 

17 

18 

19 

20 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

21 Vogtle? 

22 

2) 

A 

Q 

I talked to Mr. Vogtle abou t 1t. 

Mr. Vogtle? 

Yes. 

Did he pay back anything to Gulf Powe r ? 

No. 

Beg your pardon< 

No, he didn't. As f ar as 1 know he didn't. 

Wa s any further action taken against Hr. 

No. 

In the so-called amnesty program now. This 

24 was an amnesty program set up by Gulf Power, not by the 

25 S tate o f Florida or the Federa l Government, 1s that 
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1 correct ? 

2 A That' s correct . 

Q So it was r eally j u st an in-house thing ? 

4 A That's correct. 

5 Q Didn't keep anyone from being prosecute d ? 

Tha .. 's correct. 

7 Q You have no way of knowing h ow much w~s 

a stolen, taken, misappropriated, or whatever, from Gulf 

9 Powe r where it concerned any of the par ti ci pants in the 

10 amnes ty program, do you, because you did a1 ' t investigate 

11 that? 

12 A Well, I know the total aaount of money that we 

1) got back through the amnesty program was about Sl J , OOu. 

14 Q And how was that figure determined ? 

15 A That figure was determined by the individua l, 

16 whoever it was, sitting down with an atto rney, ta lk1ng 

17 about what they had done or what they had taken, and 

18 between the two of thP.m, they arrived at a fa i r value 

19 and that money was then returned to the Company. 

20 Q And you have some way of sho wing, or you Know 

21 in your own mi~d or your investigations , that that wa s 

22 t h e prope r amount 

2) and that they did reveal everyth ing they took o r 

2 4 mibappr lpriated? 

25 A No , sir, I don't. 
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• 

Q So there's really no way, the only way you 

2 have uf knowing is that the peopl e that participated 

3 said, "This is all I owe , " or "Thi c is what I o we" ? 

4 

5 

A 

Q 

~hose people and the attorney who was --

The attorney was taking their word, wasn't he ? 

6 Was he involved in it? 

7 A He was taking their word !or what thoy had 

8 taken, sure. 

9 Q All right. So he took thei r word. They told 

10 him what they had taken and then they established the 

11 value o f that, and that was it? 

12 

lJ 

A 

Q 

That's right. 

So you have no way to know wha t effec t it had 

14 on Gulf Power from a use of mater ials o r use o f time o r 

IS labor, or what else, o ther than what the people that 

16 actually took it said, do you? 

17 

18 

!9 

A 

Q 

A 

No, I don't. 

And these are ~he investigat 1ons that you d1d ? 

That was j ust -- that wa s part of the amnesty 

20 program and --

21 Q Did any o f them come to more than a gallon of 

22 gas ? 

A You know, I really can't say how much any or 23 

2 4 these individuals contributed. Al l we got wa s t he 

l' t o tal amount. 
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2 

J 

4 

5 

6 

7 

8 

Q 

person, 

A 

Q 

A 

Q 

A 

You did hea~ the figure $l O,OOC !rom one 

didn't you? 

l have heard that, yes. 

And you I< now who that came from ? 

Ye s . 

Who wa s that? 

Ed Addlson . 

CHAIRMAN WILSON: Let me ask a quest1on . What 

9 were the terms o f the a mnesty prog ram? Did you send 

10 out a notice to all yo ur employees? 

11 WITNESS McCRARY: Yes, we did. '-lhat we did 

12 first was to notify t he individua ls who had been 

lJ mentioned in the initia l investigation, those 

14 i ndividual s who had wo rked in the ware house area o r 

15 against whom allegations had been made, no matter h0 w 

16 minor they were. We notified those individuals 

17 personally, and then we sent out a notice to all 

18 employees that said anybody that 

19 

20 

CHA IRMAN WILSON: Wha t did i t say? 

WITNESS McCRARY: It j ust says, " It' you have 

21 any r eason to bolieve tha t you've bee n involved in 

22 anything t ha t's improper, then we a r e decla ri ng this 

23 amnesty progrum so that you can come forward and ma~e 

24 restitution to the Company a nd you won't be 

25 prosecuted." 
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1 CHAIRMAN WILSON: So the other half of it was 

2 that ir you come forward during this -- I assume the re 

3 was a limited pe riod of time during whi c h they cou l c 

4 come forward ? 

5 

6 the --

7 

WITNESS McCRARY: Yes; yes. I don't remembe r 

CHAIRMAN WILSON: "That you come forward and 

8 Acknowledge whatever you've done, or else we're going 

9 to investigate a l l of these, and if we find out that, 

10 in fact, you haven't come forward with all of that, 

11 you' 11 be terminated," or woul d some othe r a c t ion be 

12 taken, or prosecuted? 

l) WITNESS McCRARY: What we said i s , "If you 

14 come forward now and let the attorneys know that /OU've 

15 b~en involved i n something that you shouldn't have 

16 been, if our investigation later on contirms that you, 

11 in real i ty, have been involved in something, and you 

18 have already been down to the attorney and declared 

19 that and paid the Company for it, then we'll ltake no 

20 ~ction against you." 

21 CHJ\IRMA:I WILSON: Now, I think what Mr . Sh reve 

22 was asking about is those subseque~t investigati o ns 

23 that wou ld have det.!rmined whether the amounts paid 

24 back under the amnesty program were, in fact, co r rect 

2 ~ amt~unts, or whether t here were any further - - either 
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1 any o~her people or anything beyond what was received 

2 by the Company ir. the amnesty proqra~ . Were there 

J further investigations? 

WITNESS McCRARY : Well, any additional 

5 investigations ~hat we did, as far as I know, didn't 

6 turn up anybody who had been d own and made restitut ion 

7 under the amnesty program. There were three other 

3 i ndividuals in the warehouse who were involved in the 

9 Leeper scheme, and to my knowledge none of ~hose threo 

10 had been down and confessed to that under the amnesty 

11 program. All three of those peo~le are no longer with 

1 2 the Company. 

14 

15 

16 

17 

COMMISSIONER EASLEY: S~ le~ me understand. 

IYou did not specifically investigate the admission or 

" involvement of an individual who c ame down under the 

~ amnesty program, specifically that individual? 

WITNESS McCRARY: No, ~a ' am, we did not. 

18 I' COMMISSIONER EASLEY: What you said was if lt 

19 , ~omes out in a subsequent 

:>0 WITNESS McCRARY : Subseque11t investigatlon . 

21 COMMISSIONER EASLEY: YeAh, okay . I got lt. 

22 :'hank you. 

2 3 0 (By Mr. Shreve} But even though you had 

24 r epvrts of improper activity on the par t of some peopl e 

25 that may or may not have participated in the amnesty 
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2 

J 

4 

5 

6 

7 

8 

9 

10 

11 

12 

• 1 J 

14 

15 

16 

17 

18 

19 

2 0 

21 

22 

23 

24 

25 

program, if you did an inves tiga tion, you t uok no other 

action other than to discuss it with that person , is 

that correct ? 

A Well, I can 't recall anyone el se who wa s 

involved in the ini ":ial investigation a<Jc~linst who we 

too~ some a c tion. 

0 Have you prosecuted anyone, o r made a 

comp la int to prosecut e a nyone ? 

A No . 

0 So in a sense what you did w~s give more or 

less immunity t o anybody that was involved, a s far as 

Gulf Power is concerned? 

A No . 

MR. HOLLAND: Mr. Cha i rman , let me s t a t e an 

o bj ection on t he record . We have conti nually -- o r Mr. 

Shre ve and Mr. Burgess have cont ilaued to use t:he word 

" you didn't pr0sccute anybody. " 

Mr. Shreve, I believe, is a f ormer 

CHAIPMAN WILSON : I think that's the first 

time I' ve heard that. I 've h ea r d ~! 1le crtminal 

complaint." 

MR. HOLLl.ND: F i le crimi nal complaint. As 1 

understand the process -- and I'm not a c ri mi nal 

lawyer, I don't do that o n a r egular basi~ - - you go 

down and you inform the authorities o f i nformation that 
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2 

3 

you have relative to a crimi nal act and it is wlthin 

their prosecutorial discretion ~s t o whether they go 

forward with that or not. It's not up to the Company 

4 whether they prosecute or not. And I think that's a 

S fair statement of the process. 

6 MR. SHREVE: I think that's exact corre~t. 

7 don't think the Co~pany can forgive bec ause it's a 

8 cr~me against the State. 

9 (By Mr. Shreve) I think with Mr . Holland' s 

I 

10 help, I'll ask you, please detail or tell me the times 

11 that you went down and mad6 some type o f a ~ompla i nt or 

12 filed information, e i ther with the State Attorney's 

13 Office, the Sheri ff's Department or the Pol ice 

.4 Department in th ; s -- well, you tnok o ver in '83 and 

15 you've become aware of quite a few different incidentL 

16 or improprieti es . Would you please tell me when y~u 

17 went down and gave the information so that the State 

18 cuu ld prosecute the peopl e that had either defrauded or 

19 committed some type of theft from Gulf Power? 

20 A Wel l, I didn't ~o down and give that 

21 information to the State . In 1986, I believe it wa s 

22 early 1986, th e IRS and the FBI g ot extensively 

)3 i nvolved in the inves tigations that had been going or 

?. 4 at Gulf. Whe n they got involved we pu lled out ot t he 

25 investigations, left that Uf to them. We cooperated, 
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gave t hem our records, everything that we h~d, and 

2 continued to give them our records and cooperate with 

3 them. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

off 

Q 

A 

Q 

A 

Q 

A 

Q 

of 

A 

And you initiated that with the IRS? 

No, we did not. 

Did you initiate any ~r iminal action anyvh<Jrc? 

No . 

or give any information to anyone? 

No. 

Thi s is in 1986? And 1\t that time you backed 

your investigatlons? 

That's right, because we were - - we had some 

13 discussions with the IRS about conflicting interests 

14 and us talking to people after t hey had talked to them, 

15 so we just decided it would be best for us to back out, 

16 let them do the investigation, bec~use 

17 they had s ubpoena power dnd resour ces that we didn't 

18 have. 

19 

20 

21 

22 

Q 

A 

Q 

A 

What had you done up to that point? 

Pardor, ? 

What had you done you done up to that point ? 

Well, we hart termi nated Kyle Croft; Lamar 

23 Braswell had resigned ; we h ad moved some people i n thr 

24 warehouse; Wt! had instituted a number of correct i ve 

25 Qeasures . But as f~r as prosecuting any of the 
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1 

2 

) 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1) 

14 

15 

16 

l 7 

18 

19 

20 

21 

22 

2J 

e 24 

25 

individuals, we didn' t think that would be 1n the best 

interest of the Company to do that. 

Q Conc~rning the amnesty program and wh~tever 

improprieties had taken place prior to that, evidently 

it was money or property or time or labor was taken 

from Gulf Po wer by certain individuals. In your IRS 

filings did that represent either some type ot an 

expense when it was labor i nvolvea that you cla imed as 

a legitimate expense? 

A It might have in some cases . 

Q Any c orrections made ? 

A Yc u k now, I really don't know bul I -- you 

know, as I said bef ore, i f th~y we re anythi ng that 

affected the ratepayers, then we're going to make those 

correctio ns, make those rest itutions. 

Q Were those improprieties for which the people 

were involved in t he amnesty program brought t o the 

a ttention of the Public Se rvice Commisston dur1ng the 

las>; rate case? 

A l' m not sure that the a mnesty program wa s 

discussed in the last rate c ase. 

Q Not the amnesty prograc , but the \mpr cprieti es 

which had been reported and you were having, I gueF~ . 

on~oing investigations at the time. 

A I' m not sure that we specif~cally told the 
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Publ i c Cou nsel about --

Q 

A 

Or the Public Service Commission? 

Or the Public Servic e Commission about those 

4 things in the rate case . However , I know ~hat the 

5 investigation was a matter o f public record. I~ had 

6 been in the newspaper, on television . The Commission 

7 had received copies of ~he anonymous letters that w& 

8 had gotten. I had talked to various people about the 

9 investigation, sc it was 

10 

11 

Q 

A 

During the last rdte case? 

As I said, I don't think that wa s an issue in 

12 the last rate case. 

1) Q Well, I'm sur e it wasn't an issue. I 'm sure 

14 Gul f Power didn't raise i t as an issue, and if no one 

15 else kne w about it, they cou ldn't . So this real ly was 

16 not brought to anyone's attention, wa s i t ? 

17 A It was known before the last rate c ase. 

18 know t hat it was known by the Co~ission. 

19 Q Conc erning the filing o f this rate c ase and 

20 the a f filiated transactions, which would be Schedule 

21 F-7 , Page 1 of 1, you have yours elf filed as being a 

22 Direc _or of the Citizens and Bu ilders Federal Sa v i ng & 

23 Bank , is that corr ect ? 

24 

25 

A 

Q 

That is correct. 

Now , you d i dn't file as an owner but that is 
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5 

6 

7 

8 

9 

10 

ll 

12 

lJ 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

• 24 

2 5 

the case. I believe you stated this m.J rning you own 

stock in it. 

A I just have stock in the bank, yes. 

Q So you are a part owner of that bank ? 

A 'ies, I own collltlon stock in the bank. 

Q And the second one down is Kr. Addisnn, CSX 

c orporation, and he's a director of that corporat ion. 

And the amount of the contract or transaction is 

$3,606,465.0~. That's rail transportation for coal 

stock. Do you know of any other affiliated t ransaction 

with Mr. Addison or any connections with him? 

A I don't know. I know of none. 

Q Mr. Hull, Sun Commercial Bank, who is 

president of that bank, a nd that's banking services. 

And }OU're both with Citizens and Builders, and Sun 

Commercial Bank and Vanguard Bank and Trust Company a.ld 

Stock Equipm~nt Company, AmSouth Bank o! Flor i da, Yh i r h 

also hdv~ Mr. Hull, Sun Commercial; Ruckel, Vanguard, 

Tanneh l ll. I'm sorry, Tannehill is stock Equipment 

C0mpany t hat's not the bank -- V. J . Whibbs, Sr., 

ArnSouth Bank. You have that you maintained a demand 

deposit .1ccount ~ith them. Is that the connectiono you 

have witL them or business transact ions? 

A As far as I know. I'm not familiar with that 

exhlbi L. 
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l Q Okay . llhat ' s down here, it says " one," and 

2 th~n it's "maintained demand and deposit a c count" in 

J th Jse bank~ by, I guess, Gulf Power. Don't you also 

4 ha ve l o an programs in the conservation a r ea with them? 

5 

6 

7 

A 

0 

A 

With all those banks? 

Ve s, sir. 

I really don 't xnow. You could asx Hr. 

8 Scar brough about that . 

9 Q And Mr. Tannehill is direc t o r and -- ot ~tac k 

10 Equipment Company -- and he ' s an electrical equipment 

11 supp lier and he is o n the Boa r d of Directors, is that 

12 cor r·ect? 

lJ 

1 4 

A 

Q 

That's correct. 

And you have $34 4 ,791.84 dealings with h lm . 

15 I g uess that's purchase of e~ectrical equipment ? 

16 A I assume that's what it is. It' : t o r c o a 1 

17 handling equipment o t some ty~e. 

1 8 

1 9 

2 0 

Q 

A 

Q 

I s the re a bidding proc ess o n tha t ? 

Yes , sir, I'm sure th~t there i s . 

Mr. Whibbs, the only dealings wlth him is 

21 wi th th e AmSouth Bank of Florida? 

2 2 

2J 

"' 
Q 

I s he the only director? 

Mr. Whibbs is listed as a direc tor o ! G1• lf 

2 4 u nd a directo r o f the bank, which is an aff l lt a ted 

25 e nt i ty ur.dcr th is definition. Is tne d emand, a depos 1t 
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1 account, t he only transactions you have with Mr. 

2 Whibbs? 

) A Well , I'd have to defer that question to 

4 Arlan Scarbrough. 

5 

6 A 

7 primarily. 

8 

9 

0 

A 

Okay. What is his business? 

Hr. Whibbs? He'e in the automooile business, 

Do you purchase cars or automobiles from him ? 

I don't. It we do, I'm sure it's under a 

10 competitive bid process but --

11 0 Somebody else is goir.g to have to tell us 

12 then if you have more business with him than just the 

13 aemand deposit account? 

14 

15 

A 

0 

Yes. 

In your 1988 !il jng, and it was F-8, there 

16 are no affiliated transactions listed. 

17 A In talking to the -- yes, you're right. 

18 You're correct. 

19 

20 

0 

A 

Is that correct? 

Well, in talking to the counsel at noon, they 

21 tell me that that wa s a misinterpretation of what was 

22 asked for in that filing, a nd that hbs since been 

23 corrected in this later filing. 

24 0 All right, sir. Under the laws o f th~ state 

25 of Florida, I think theft and misappropriation or 
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l possibly fraud from & company would be hopefully a 

2 deterrent. Does Gulf Power have a po li cy o f 

J prosecuting c riminal activity t hat taxes place? 

4 A We don' t have a pol icy th3t sta tes one wa y o r 

5 the other whether or not we Jo that. We evaluate each 

G situation as it comes up. 

7 Q Have you ever filed any type o f compl4 in t o ! 

8 a criminal nature against anyone ? 

9 

10 

1 1 

A 

Q 

A 

Of a c riminal nature? 

Ye s , sir . 

No, sir, not to my knowledge, not si nce I 

12 have been there. 

l) 

14 

Q 

A 

What is your salary , Kr. KcCrary? 

I don't know exac t ly. It's about 289 o r 

15 someth ing like that. 

16 Q And do you know what you r eceived as a c ash 

1 7 bo nus in 1989? 

18 A No, s ir, I don't. I'd have --

19 Q Did you receive any othe r type ot bonus 1n 

20 1989 ? Stock options o r anyth i ng ot that sort? 

21 A I tel ievP there are some s t ock options , yes . 

22 Q Do you know what you' re t ota l wa s i n stock 

2) optio ns? 

24 

25 

A 

Q 

No , I don't. 

Does t~e Board of Directo1s approve bonus es 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

• 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

21 

24 

25 

tor the executives? 

A Yes, sir. 

Q Do they approve a bonus program tor the 

Company? 

A Yes, sir. 

Q Shortly after your i~terim rate inc rease 

there wa s a bonus program initiated by Gulf Po-er. Was 

that approved by the Board of Directo r s? 

A Yes, sir. All our compensation p rograms are 

approved 

Q Was there a change in t~1e pol icy tor bonuses 

at that point? 

A r think there was a change in our pay f o r 

performance pol1cy sometime during the year. 

Q Was that for '89 o~ fat ' 90? 

A It was for -- I guess it was 1989. But it 

had nothing to do with the inter i m rate increase. I c an 

assure you that. 

Q It was this year, though , wasn't l t ? 

A I believe so. I'd have to look back at the 

dates to be c ertain when that occurred. 

Q You're on a projected test year for this rate 

cas e . Do you have any knowledge of the proj e c tion s for 

bonus for salaries, cash bonuses and any stock options 

o r any other type of bonuses made --
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A No, sir. I wouldn't be the pr ~per guy Lo 

2 answer that question . 

) 0 And you would not recall what the Board of 

4 Directors approved for you and the other executives 

5 during the last three o r tour years, would you? 

6 

7 

A 

0 

I'd have t o go back and look 8t the records. 

Could you have someone furnish that to me for 

8 ch~ salary, cash bonuses and description of any other 

9 type of bonuses for yourself and the executives that 

10 you would normal ly list, about tho top rive or --

11 

12 

MR. HOLlAND: Mr. Chairman, he said several 

times that he's not the appropriate ~i tness. I have 

13 informed Mr. Shreve on several occasions that the 

14 appropriate witness to ask that question of is Mr . 

15 Scarbrough. He's the one who has that information, and 

16 can respond to the questions that Mr. Shreve is asking. 

17 CHAIRMAN WILSON: Will ne have that 

18 i nformation when he go~s up on the stand? 

19 

20 

MR. HOLLAND: Yes. He w1ll have the 

information. I'm not stating that we w1ll not objec t 

21 to providing some of that informati on but he will have 

22 tha t information when he goes on the sLand. 

2) MR. SHREVE: Mr. Commissioner, Mr. Mc~rary 1s 

24 President and Chie f Executive Otficer of the 

25 corpor ation. The Board of Directors approves all 
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1 bonuses. Wo'ro in ~ projected tost year, and 1n o rder 

2 to test projections, I think we need t o see wh~t the 

3 sal~ries and bonuses ~nd stock options, or ~ny other 

4 part of the bonus th3t might come out of that, to test 

5 it and see where we're going vith tha projection . And 

6 I think -- I undP.rst~nd that Hr . McCrary doesn't h~ve 

7 the inform~tion ~t the tip of his fingertips, but he 1s 

8 Chair man of the Doard and they made the approvals . And 

9 il Mr . McCrary is wil ling to let Hr. Sc~rbrough, or 

10 whoever else, prepare that and give it to UR, we' ~ be 

11 glad to get it. Now, we run into thi s ~11 the time 

12 where that person doesn't have the inform~tion . 

13 We t ~ok Hr. Lee's deposi t1on, and when we 

14 took that we thought we were going to get that 

15 information at that time . We did not. H~ said Hr. 

16 Scarbr ough wou ld have it. Then we did not get the 

17 inform~tion from Hr. Scarbrough . We were going to 

18 rese t him for deposition. Did not at an early date, 

19 ana we discussed thdt ~t that time ~r.d then made an 

20 o ffer just t o get it from Hr. Scarbrough. We don't 

21 have it, so this is something that I think falls withln 

21 the Board of Directors --

2 3 

24 

CHAIRMAN WILSON: Someone made the offer to 

get the information from Kr. Scarbrough? 

HR. SHREVE : Well, Hr. Holl~nd and I 
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1 discussed taking a deposition and this was au0ut a week 

2 and a half ago, I think on a Friday before las t week. 

3 I had already mentioned to Hr. Scarbrough when he came 

4 into my o ffi ce, there didn't avpear t o be any pro blem. 

5 We did not reset the deposition. Hr. Holland 

6 understand, everybody was busy gett ing ready 'or the 

7 rate case. We said , "Look, okay, we wo n't need the 

8 deposition. We'll j u s t qet the informa tion from Hr. 

9 Scarbrough. " 

10 Evidently there's some concern about uo 

11 getting the information, now. I 'm not blaming anyone. 

12 It j ust happened up to this point we didn't get it from 

13 Mr. Lee. I think he could have gone a.\d gotten that 

14 information in a deposition or furnish ed it later . 

15 It very clearly, as a part, has t o do wi th 

16 their project ions. And we want t o see the in f o rmat 1on 

17 f o r the las t, I think '86, '87 , 'A8, '89, and see where 

18 these projections are going and see what the influences 

19 have been in those years. It's an e xpense trat' s being 

20 paid for by the ratepayers of the Comp~ny. 

Ll No w, Mr . McCrary is Chairma n of t he Board . 

22 The Board approves all of the bonuses . Thls very 

23 clearly is with i n hi s domain, and I see no r e ason that 

24 they couldn't fu r nish it to us. 

2 5 MR. HOLLAND: Hr. Chairman, we have no 

FLORIDA PUBLI C SERVICE COMMI SS I ON 

1 51 



object1on whatsoever, and will furnish the data for 'bJ 

2 and '9 0 that has been requested, and that will be 

J available. Mr. Scarbrough is prepared to produce that. 

We had a number of discussions relative to 

5 this information. There were a number of changes in 

6 terms of whot wa s asked for in and what detail it would 

7 be asked for. We have provided a great deal of that 

8 information already in interrogatory response. Again, 

9 we will give it and have Mr. Scarbrouqh ready to 

10 provide it for ' 89 and '90 . I d on't think it's 

11 relevant, the same data , for ' 86, ' 87 and '88. 

12 CHAIRMAN WIL~ON: In any event, Mr. Scarbrough 

lJ would be the one who --

14 MR. HOLLAND: He's the man to a!"": the 

15 question of it, yes, sir . 

1 6 CHAIRMAN WILSON : I appreciate your pos ition 

17 that Mr. McCrary is the Chairman of the Board and is 

18 ultimately r esoonsible when the Chairman -- when the 

19 Board considers these, but Mr. Scarbrough is the one 

20 who has the information. I think we'll wait until Hr. 

21 Scarbrough gets ~n the stand and we'll get the 

22 information from him. 

2) HR. SHReVE : All right, sir. Then, after we 

2~ get the information, we might want to br1ng it hack up 

25 at a later timl3 when we have 11ad a chanc e to review i t . 
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1 And I think it very clearly is and does affect a 

2 pro jected test year. And I think we can go back in to 

3 any part of that time and use that to test the 

4 projection. 

5 

6 about '88 

COMMISSIONER GUNTER· You do have, talking 

I m~an '89 and '90 -- the lOKs j ust 

7 doesn't have it broken out quite like that. But you've 

8 got the total compensation on '88, and then i f they break 

9 it all out in '89 and '90. We won't get the years --

10 HR. SHREVE: And the question was unnwered 

ll and an interrogatory askec. The Company rephraseed the 

12 question for us and gave us just the c ash as an answer. 

13 We didn't contest that, ?erhaps we should have. But 

14 when they're on the stand, anything. 

15 

16 

COMMI SSIONER GUNTER: I understand. 

CHAIRMAN WILSON: Mr. McCrary is schedulect t o 

17 return as a rebuttal witness, is he no t ? 

18 

19 

MR. HOLLAND : Yes, sir. 

CHAIRMAN WILSON: So there will be opportun1ty 

lO t~ do that. 

21 HR. SHReVE : All right, sir. Mr. Chairman, I 

22 (Pause) that's all we have. 

2J 

24 

2 5 

CHAIRMAN W.LSON: All right. 

Any questions? 

MAJOR ENDER: Jusl one, Mr. Ch ~ irman. 
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CROSS EXAMINATION 

2 BY KAJOR ENDERS: 

) Q Hr. Mcc rary, repeatedly in your pretiled 

4 testimony and on the stand here today, you've uned the 

5 terms " just allegat1ons" and "hard evidenc e." I WOlt ld 

6 like to know what your definition of hard eviden~e lS 

7 befor e c orrective management action is taken. 

8 Well, when we can, when we can prove 

9 something by other than just a one-man allegation that 

10 these things have occurred . When we have some phrsical 

11 evidence, either by recovering the property or s o me paper 

12 trail, something that would hold up ~nd be firm evidence 

lJ that this has occurred, then we' d take some action. 

MAJOR ENDERS: That's all I have, sir. H 

15 

16 

MR. VANDIVER: Good afternoon, Hr. McCrary. 

MR. HOLLAND: Before we get started, he's been 

17 on the stand about an hour. CoulJ we take about a 

18 f ive-minute break? 

19 CHAIRMAN WILSON: Sure, iet' s taKe a bout a 

20 five-mi nute break . 

21 (Brief r ecess .) 

22 - - -

2J CROSS EXAMINATI ON 

24 BY HR. VANDIVER: 

25 Q Hello , Mr. McCrary. Hr. Mccr ary, you 
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6 

7 

8 

9 

1 0 

11 

1 2 

• 1) 

l4 

1 5 

1 6 

1 7 

18 

19 

20 

21 

2 2 

2 J 

24 

2 5 

indica t ed in your testimony somewhP. re that you've been 

managing people for about JO years, is that c orrect? 

A Yes , si r, that's c orrect. 

Q How would you describe your management style? 

A Well, I th i nk my manQgement style depends on 

t he individual situation that I ' m confronted with. 

Q I'd like to direct your attention to Exhib it 

NO. 390 . 

CHAIRMAN WILSON: That is in the packet? 

MR. VANDIVER : This is one of the d isputed 

exhibits tha t's i n both packets, Commissioner. 

Q (By Mr . Vandiver) What I'd like for you to 

do, Mr. McCrary, absent objec tion !rom yuur counsel, is 

t o ask you to cldss ify yourself under o ne o f those 

thre e c lassic s tyles of leadersh i~. 

~~ . HOLLAND : Commissioners, before he answers 

that ques t ion, let me voice an obj e c tion t o the 

exhiblt. The exhibit is a page, as I understand it , 

out of textboo k and I guess it's a management textboo k . 

I don't think that the re is a prov ision, one, i n the 

Evidence Codb for admission of th is page, wi t hout 

authenti c ation. Second ly, I don't think that thi s is 

r elevant. In orde r to be r elevant, it' o got to lead to 

some mat~rial fact. And I don't know what mater ia · 

f act it cuuld possibly lead to, to be perfectly honest 
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2 

J 

4 

5 

6 

7 

8 

9 

10 

11 

12 

• l J 

14 

15 

1 6 

1 7 

18 

19 

2 0 

2 1 

22 

2) 

2 4 

I 
25 

with yo u. So my objection is two-fold: one, i~ has 

not been authenticated , and I don't think can be 

authentica ted without -- without a witness; and two, 

that it ' s not relevant. 

MR. VANDIVER: I'd like t o respond it I could . 

The Florida Evidence Code in Section 90.706 indicates 

that you need not have a witness if it's authoratative 

text. Quite frankly, mama we went up the Management 

Studies Bureau of the Commission and I said , "Can you 

give me a textbook on managment?" This -- these three 

classic styles of leadership appeared on two o! them. 

I repr inted the page. And the manage~ent of Gulf Power 

is at issue in this case. I think this provides 

~cntext and a point of reference for some of the 

decisions that Mr. McCrary has made over the years, and 

I think it's very relevant to t hi s case . 

CHAIRMAN WI LSON: The provisions of the 

Eviden ~e Code, though, require, I believe, that the 

witness acknowledge the text as being authoritative , do 

they not? 

MR. VANDIVER: I think that's correct. That's 

correc t. Commissioners, I do have th~ whole book. I 

c an hand it t -- Mr. McCrary. He can look at the 

c reoential s o f the author, et cetera. This isn't t hat 

big a dea l. I wa nt i t for contelCt . 
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CHAIRMAN WILSON: Well, in order to use t~ i s 

2 as suc h, there has to be some 4CCeptance of i t being 

) authentic -- as authoritative, I t hink is a predi c ate 

4 that ha s t o be fir s t laid. 

5 MR. VANDIVER: May I ap~roach the witness? 

6 CHA I RMAN WILSON: Yes. (Paus e) 

7 Q (By Mr. Vbndiver} Mr. McCrary, in the proc ess 

8 o f managing people tor 3 0 years, have you had occas1 on 

9 to attend any kind of courses in managing peop l e? 

10 A Yes, I have. 

11 Q What did those courses general ly consi s t o f ? 

12 A You know, I c an't reca 11 the agenda on a 11 t lte 

13 management courses that I've attend~d 1n the last 30 

14 years. 

15 Q Would it be fair to say t ha t they're generally 

16 a c ademics telling people in the trenc hes how to do 

1 7 thing s ? 

18 A In s o me cases that may be true . 

19 Q No w, I've got a book that I p lacert in fron t o ! 

20 you. It' s ent itled "Management." I t ' s by a man na med 

21 Krei ne r. Doe~ t hi s appear to be a textbook o n 

22 ma nageme nt? What i s the title o ! t he book, please, 

23 sir? 

24 A The t i tle is "Managemen t , " "Kre itner 

25 Ma nagement fou r th Edit ion." 

fLORIDA PUBLIC SfRVI CE COKMI SS lON 



• 

• 

1 

2 

J 

4 

Q Could you t urn to the table or conten ~ s o f 

that book, please, sir? 

A 

Q 

Okay. 

Could you read just the main chapter headings 

5 for the first sev~ral chapters or that book? 

6 A "Opening Case," " Through the Looking Glass," A 

7 "Manager in Action," "Management Defined," "A world of 

8 Management," "Sacrifici ng Ettectiveness in the Name of 

9 E"ficiency in China, " "What do Managers Do? '' Is that 

~o far enough? 

ll Q That's far enouqh. Does t hat appear to you t o 

12 be just a college level management 101 type textbook, 

lJ sir? 

14 A I really don't know. I am not familiar with 

15 Mr. Kreitner, or his credenti~ls ~r how much experienc e 

16 he has i n managing people. 

17 Q Perhaps there's a reference to Mr. ~reitner .n 

18 his credentials in the book. could you look for that, 

19 

2 0 

p l <?ase, sir? (Pause) 

A Maybe you could tell me wher~ it is in the 

21 t.ook. 

22 Q I don't have any earthly idea. 1 just assumed 

l ) it was in there, telling about how many Ph.D .'s he's 

2 4 got . Hr. McCrary, look in the forward o! the 

25 .ntroduction perhaps. 
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1 HR . HOLLA!ID: I don' c th ink that t his is what 

2 is a.1eant in the Evidence Code in this secti o n. 

J CHA IRMAN WILSON: The witness ~ceds to, first 

4 of all , have some familiarity with the text and then 

5 acknowledge that it's authentic - - that it ' s 

6 authoritative in the subJect matter area, if I 

7 l nderstand the use o f te~tbooks by an expert in 

8 c-o~s e xamination o f an expert wi tness. Am I cor r ect, 

9 Hr. Prui tt ? 1 h o p e you'll correct me if I'm wrong. 

10 KR. PRUITT: Up to what you s a i d wa n correct , 

11 but J th ink you ought t o qet a citat ion o f the complet e 

12 provisions of Section 90.706. As f ar as what has been 

1 1 quoted wa s correct , but 1'11 read part o f it bac k. 

14 " Statements o f f act o r o p inion on a subject o f science, 

15 art o r special i zed knowledge contained in a publ ish ed 

16 treatise, period i c al, book, dissertat i o n, pamphlet or 

17 o ther writing, may be used in c r oss examination of an 

18 eApert witness if the expert witness recognizes the 

19 

20 

2 1 

22 

23 

24 

25 

lUther or treati se , periodical , book, dissertat ion, 
I 

!pamphlet o r other writinq t o be authoritati ve, or, 

inotwithstandinq nonrecognition by the expert witness, 

IIi f, " i n t h is case the Commission - - "f i nds t ha t th e 

Iautner or the treatise , periodical, dissertation, 

!

pamphlet or other writing to be authoritative and 

relevant t o the subJect matter." So if the witne~s 
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1 does~ 't rec~gnizo it, the Commission may, and 1 ~ would 

2 be admidsible. 

) 

4 

5 

6 

CHAIRMAN WILSON: All right. 

MR. VANDIVER: 

! of proof in the e vent. 

I would like to make an offer 

CHAIRMI\li WILSON: Why don'1:. ._.e go aheud and 

7 ask the witness the question whether he recoqniz~s the 

8 ! text as authorita~ive? 

9 

10 

11 

12 

13 

14 

15 

16 

18 

19 

2 0 

21 

22 

23 

Q (By Mr. Vandiver) Do you recognize the text 
i 
I 

, as being author! tati ve? 

A I've never seen it before. 

Q Very well. 

CHAIRMAN WILSON: That seLtle s that. 

lj MR. VANDIVER: Commissioners, I have here the ' 
•I 
' 
jjEducational Products Catalogue o: the Institute of 

II Internal Auditors , and lo a nd behold, on Page 23, 

there's an advertisement for this bo ok and it's 

r epr esented as being a managemen t textbook, and I'l l be 

II 
happy to sho w that to you and al l the parties. 

I CHAIRMAN WILSON: Hr. Pruitt, c an you give ~e 

jsome guidanc e h~re on what sort o f sho..,ing would have 

~ o be made here for my benefit to demon~trate that a 

text book o n manage~ent was authoritat ive in the u rea? 

MR. PRUITT: I think you could re l y o n the 

- 5 r~presentat 1on o f Staff. They work t o.- you . 
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1 HR. VANDIVER: I r eally didn't want that t o b~ I 
I 

2 that big o f a deal. I could get somebody f rom l 
J Ma nagement Studies here. 

4 CHAIRMAN WILSON: I th ink, Hr. Vandiv~r, 

~ actual l y, you can prob~bly get wher e you want to go by 

6 actually inquiring about the substance or informati on 

7 that's contained on that page without necessarily 

8 c eferring to that textbook. 

) HR. VANDIVER : Why don't 1 try that. 

10 COMMI SSIONER BEARD: Can I ask a q1•estl on? 

11 don't want to muddy the water o r anything else, but 1n 

1 2 your studies, okay -- and we all get sent back t o these 

• 1) 

14 

-- I call them refresher courses, or I d on't kno w what 

you sometimes -- have you ever come a c ross the three 

15 classi c styl es of leadership, this littlu parag r aph 

16 type thing here, seen that in any col le~e work or 

17 management courses that the Company ha s put you t o? 

18 WITN ESS McCRARY : I don't kno w t hat 1 have 

19 seen it defined exactly like this , bu t I happen to 

20 !believe that you c an't descr ibe someth i ng as complex as 

21 a ma nagement sty le in three simple categories with 

2 ' three s imple word s , bec ause it m~y var y depe~ding on 

23 the i ssue. 

211 Q (By Hr . Vandiver ) Hr . McCra ry , are you what 

25 we call a hands-on manager as that term has been used? 
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1 Are you more of a delegator? 

2 A Well, in some cases I am a hands-on manage r, 

3 and in some cases I am a delegator. 

Q h.re you a stickler for the rules, or is 

~ getting the job done more important to you as a 

6 mani!lger? 

7 A I guess what is more important to me as a 

8 manager is getting the job done. 

9 Q I would like to now go to Exh1bit 391, if we 

;.o could, and I believe this is t he document that's been 

ll identified as a Baker Childers Report. It's a very 

12 large document. 

l ) 

14 

A 

Q 

That' s correct . 

Why was this investigation conducted? Was 

15 thjs in relation to Hr. Croft . as you stated earlier? 

i.6 

17 

A 

Q 

Yes, sir. 

Now, Baker and Childers were not employees o r 

18 Gulf Power at this time, is that correct? 

19 

20 

21 

A 

Q 

A 

That's correct. 

Why did you go outside Gulf Power? 

I went outside Gulf Power because the Manager 

22 of Security at the time reported into thP same 

23 organization a nd worked side-by-side with Kyle Croft, 

24 and T just didn ' t feel that that would be proper to 

25 

1

'1ave someone in the same organization doing an 
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17 
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1 9 

~:> 

21 

22 

23 

2 4 

.:5 

investigation of one o f his peers. 

0 So the Manage r ot Sec urity was a peer of Hr . 

Cr of t and you were wo rried that perhaps there would be 

some contact between the two of them somehow? 

A I wanted L fair a nd independent investigat ion , 

and I had worked with Hr. Childres previously at 

Alabama Power Company , and I knew ho would do a good 

lOb. 

0 Are yo u famil i ar with the 17 interviews 

contained in that report? 

A Yes, I ha vb read them. 

0 Would it be fair to say that the employees 

questioned the appropr iateness o f spe~ial services they 

we re perfo rming for Gulf executives dnd managers? 

A It would , yes. 

0 Why d o you think these employees were 

reluctant to e xpress their c oncerns to Gu lf Power 

ma nagement? 

~ I r e al ly c an' t answer that unless they f eared 

some r etribution of s~me kind, o r some action against 

them . 

0 Wh en did you receive the Hako r-Childer s 

Report ? 

A I recei ved that in -- about the end o f 

Jant; .lry, 1984. 
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16 

17 

18 

19 

20 

71 

22 

23 

24 

2 :> 

Q So that was the basis you fired Kyle Croft on 

~ecause you fired him on Sunday, January 29, 1984, 

didn't you? 

A That's correct. 

Q I would like to turn t o you~ prPfiled 

testimony for just a minute, j f we could. 

CHAIRMAN WILSON: Can I ask you a question. 

Is this is whole document w~at is known as 

"The Saker-Childers Report"? 

HR. VANDIVER: Yes, sir. 

CHAIRMAN WILSON: This ~s all of it ? 

HR. VANDIVER: 50- some-odd pages or text and 

then various attachments. yes, sir 

Q (By Hr. Vandiver) Page 10, Hr. McCrary. 

Down there about Line 14 and 15, you talk about how ynu 

would no t ordinari ly suspect a man such as Jake Horton 

of illegal o r unethical conduct, : s that correct? 

A Yes. Speci fically it says, "One does not 

ordinarily suspect such a man of illegal or uneth ica l 

conduct ." 

Q And wha t I want to do is I want to look back 

at this uaker-Childers Report in 1984 and Ree if that 

r aised any suspicions i n your mind. Specifica lly, 1 'd 

like to go first to Page 10 of that document, if ~e 

c ould. 
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1 

2 

A 

Q 

Well, I can tell you --

I'd rather go to specific pages it we could, 

) please, sir. 

4 

5 

A 

Q 

All right. Wh i ch page? 

Page 10 of 182. APd about halfway down that 

6 page there starts a sentence "For 6 Xample." 

7 

8 Q 

Okay. 

Could you read that and the naxt two 

9 sentences, please, a total of three sentence3 for the 

10 Comm i ssion into the record? 

11 "For example, we did a little wiring, 

12 plumb ing, air conditioning for Jake Horton, Ben 

lJ Kick . iter, Kyle Croft and Bob Ellis, ( very little !or 

14 Ellis). As time went on, we received instructions to 

15 do m<~re and more of these odd jc-bs outside our work 

16 schedule. " 

17 

18 

Q 

A 

And one more sentence . 

"I n the past five years, these i nstruct ions 

19 to d o these odd jobs and favors for differ~nt peopl e 

20 have started to balloon into major repairs and 

21 p rojects." 

22 Q Now, if we can go to Page 22 of that same 

23 docurent. please. 

24 

25 

A 

Q 

All right. 

And basically again we have Gulf Power doing 
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1 p 1rsonal favo rs on Company t ime f o r Mr. Hor~on, is that 

2 correct? Would that be a fair statement of --

) A That is correct. 

4 Q Okay. And I guess ~y question to you, Mr. 

5 Mc~rary, is that in light of the statement in your 

6 prcfiled testimo ny about bow you wouldn't suspect Mr. 

7 Horton and sG forth, yet you had this report in January 

8 198~; and, I me an, you could have gone out to his house 

~ and looked and seen if the sprinkler system was there. 

10 It wasn't one of those allegations you discussed with 

11 Major Enders. Can you explain that for me, please ? 

12 A I think I need to clear up something. 

1) Going back to my testimony, I talk about J ake 

14 Horton and the fact that he was a well respected 

15 influ~ntial man in the Pensacola community. He wa s 

16 able t o accompli s h a great deal of good for the 

17 citizens of northwest Florida. And then I sdy, "One 

18 would not ordinarily suspect such a man." I did n~t 

19 s ay th 1t I had no s uspic ions of J ake Ho rton doin~ 

20 anything wrong. 

21 Q Okay When did you first become suspicious 

22 that Ja Ke Horton was doing things wr ong? 

23 A Wel l, I suppose when I got the Baker-Childers 

24 Report. 

25 Q Okay. At that time were your suspicions j ust 
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I contined to these little special favors that the people 

7 in the warehouse did for various executives or did they 

J go further? 

4 A Essent i ally, they consisted o ! the type o f 

5 things that are in the Saker-Ch ilders Report. 

6 Q What a c tion did you take relative t o t~ese ? 

7 D1 d you confront Kr. Horton? 

8 

c;. 

10 

A 

Q 

A 

Yes, I d id . 

What did Mr. Horton reply ? 

His -- as far as them installing a sp r inkler , 

11 he denies that . He says he paid !or his s prinkl er 

12 system . He s ays he might have had a sprinkler he ad 

13 replac ed or some small thing like tnat !rom time t c 

14 time . 

15 Did that satisfy you, or dld ynu make fur ther 

16 i ndepe ndent i nvestigation afte r he told you that? 

17 

1 8 

19 

20 

( 

A 

Q 

That's all I did. 

Okay. And trat was January o t 198~? 

That 's right. 

So because o! the r ep r esenta t ions conce rning 

21 Mr. Kickl iter dnd Mr . Horton - - and bo th or those men 

2~ repo r t ed to y ou, d i dn't they? 

2) 

2 4 

A They did. 

There was no way t hat we could r easonably say 

25 that the Baker- Chllders Report wa s just li mited t o th e 

FLORIDA rUBLI C SERV I CE COMMI SS I ON 

169 ' 

-- ------- -------



• 

-

1 

3 

4 

I 
I 

warehouse operation, could we? mean it imp : icated 

management at much higher levels, didn't tt? 

A Wel l, to the extent that saying that the 

lstatLmcnts that were taken !rom the people primarily in 

5 the wareho~se maJe those allegations, that's correct. 

Q But on Mr. Kickliter' s truck that the bid was 

7 rigged for, all the documentation was provided to the 

8 report, wasn't it? 

9 MR. HOLLAND: Excuse me. The reference to 

10 "bld rigging," 1 don't think there is any evidence t o 

11 t~e fact that the bid was rigged. 

12 CHAIRMAN WILSON: What incident are we 

13 referring to here? What truck ? 

l4 HR. VANDIVER: There were allegatio ns 1n the 

~5 Saker-Childers Report that Mr. K1ckliter had purchas~d 

16 a f100 pickup truck, 1 believe , and that pickup truck 

17 was extensively refurbished by Gulf Power employees on 

lB Gulf time, and then the truck wa s sold. And strangely 

19 ~nough, Mr Kick l iter wa s the l o w bidder, and I belteve 

20 t hat there are allegations in here lhat that process 

21 was fixed. And that Hr. Kicklite r got a sweetheart 

22 deal on the truck. 

23 MR. HOLT AND: If you phrase it in that there 

24 were allegations, that there were --

2 5 MR. VANDIVER: Let's leave t hem at that for 
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1 nOlo!. 

2 Q (By Mr. Vand iver) N o~ . at th~ t time ho w oany 

3 executives reported to you in m~nagement at Gulf Power ? 

4 A I had fou r executives. 

5 Q And out v f t he tour executives that reported 

6 to you, two were listed 1n th is r eport as rc~eiving 

7 s pecial favors from Gul f Power employees on Gul r Power 

B time, isn 't tnat correc~? 

9 

10 

11 

12 

1 3 

A 

Q 

A 

Q 

That's correct. 

And that's January of 1984. 

That ' s c<J rrec t. 

Okay. 

MR. VANDI VER: I'm sorry if t appear 

14 disorganized. I probably am. Pub lic counsel covered a 

15 great deal of what I had to ask . 

16 

18 

Q 

A 

Q 

19 Company? 

20 

2 1 

A 

Q 

22 Power ? 

2) 

24 

A 

Q 

(By Mr. Vandiver) Who is fr ed Levin? 

fred Levin is a trial attorney 1n Pensa .. :ola . 

Is he presently employed by Gulf Power 

No, he isn 't. 

Hao he previously been employed by Gulf 

Yes, he h as . 

Do y0u reca 11 a 1987 c ase invol ving the LE. "In 

25 firm where Mr. Levin agreed to represent Gulf Power in 
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1 the appellate defense of tort suit? 

2 

) 

4 

5 

6 

A 

Q 

A 

Q 

A 

That's t he Kay case? 

Yes, sir, Gulf Powe r versus Kay . 

Yes. 

What was involved in that case? 

This was a case that Lnvolved some s:-eople who 

7 were out late one n ight J~ inking, ran off the r oad, h1t 

8 a pole, and sustained severe injuries. 

9 The case was heard and an award wa a made of 

10 $11.2 million against the Compa ny. 5 cillion of that 

11 was punitive damages, so we stood to lose a 

12 considerable amount of money unless this c ase wa s 

13 

14 

overturned. 

Q Would you accept, subject to checx, that the 

15 appellate opinion in that case i11dicates that Gulf was 

16 liable for 4. 2 in pun itive damages; 4.2 i n compen&ator y 

17 damages, for 8. 4 million of total liability? 

18 

19 

A 

Q 

I'll accept that. 1 just -- roughly. 

Now, how much total compensatlon you did you 

20 all pay to Hr. Levin for his defense o! t his tort suit 

21 at the appellate level? 

22 A Wel l, I t h ink I need to go bacx to the time 

23 that w1e hired Hr. Levin to represent us in this c ase . 

2 4 As you xnow, tria l lawyers, o r plaintiffs' 

~s lawyers, normally worx on a percentage of the award. 
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1 It's customary for them to do that. 

• 2 when we discussed with Hr. Levin the 

~ possib1lity of hi m representing us in this case, we 

4 talked about how he wou ~d be compensated. 

5 The only way that I knew to compensate him ac 

G the time was on an hourly rato, wh i c~ is the way we 

7 compensate most of the atto~neys that we use. We had 

8 discussions with Edson Balch, who heads a law firm i, 

9 Birmingham. We had probably two or three meetings 

10 between me, Eason Balch and fred Levin to ta l k about 

11 some way to compensate Fred Levin t o~ his work i t he 

12 represented us in this case. 

1J When Fred agreed to repre Rent us, we had an 

14 agreement that we would pay h im by the hour, and that 

1 ~ we wo~ld revisit this decision lat~r on to see that 

16 everybody wa s satisfied. 

17 After Fred Levin got this lawsuit overtu.-ned 

18 i n the Supreme Court, and in doing s o made some very 

19 good law that will benefit the Company and the 

20 ratepaye rs in the future. I talked to Eason Ba lch 

21 about how we sh0uld compensate hi m tor his work. Hr. 

22 Balch told me that he though t it would ce in order t o 

23 give Fred Levin a bonus of something between 100,000 

- 2 4 and $500,000. Tha t this wou ld not be, 3nd was not, 

25 urusua l t o do this sort of thing. And I made the 
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1 decision to give Fred the $100,000 bonus tor his work. 

2 

) 

4 

5 

6 

Q 

A 

Q 

A 

Q 

Mr. Eason Balch? 

Ba lch. 

Balch? 

B-A-L-C-H 

What exuctly did he do up t here in 

7 Birmingham. What l•ind ot l avyer is he? 

8 A He heads che Balch, Bingham law firm that 

9 represents a number of people, including Alabama Pow~r 

10 Compa ny. I had known Eason Balch tor 30 years or so. 

11 Q Okay. And who was it that r e presented to you 

12 that this Fi r st District court of Appeal decision mad~ 

13 such great law? Was that Mr. Levin o r wa s that 

14 independe nt counsel? 

15 

16 

A 

Q 

No that was Eason Balc h . 

No w, you just testif ied you had no obl1gat ion 

17 to pay Hr. Levin anything other and above the hourly 

18 rate, is that correct? 

19 A I didn't have an oblig ation in this case. I 

20 did have an obligation to revisi t the method i n which 

21 he wa s compe nsated. I believe we said we would t ry 

22 that tor a year and then revisit it. 

23 

24 

2 5 

Q I'd li~ e for you to take a l ook at Exh ibits 

39 3 and 394, please, sir. 

MR. HOLLAND: Commissioners , I was going to 
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l 

2 

object to the admissibility o ! these exhi b its . I f we 

ha ve agreement, and I bel i eve wo will, t hat payment on 

3 th i s was, in fact, made in June o! 1987, and that the 

4 e xpe nses associated wi t h the payment do no t i mpact the 

5 tes t y ear, and they are not presented for the pur p ose 

6 of d isallowing an exp e nse in ~his caoe, then I would 

7 stipulate to thetr admissib i lity. 

a 

9 

MR. VANUTVER: I ' ll stipulate they are not 1n 

this test year. I b~lieve th is is just another 

10 management decision over the past six years that we 

11 want t o l ook at i n terms ot Issue 33 . 

12 

13 

14 

15 

1 6 

1/ 

18 

I • ve 

June 

Q 

jus t 

4th 

Q 

A 

Q 

( By Hr. Vandiver ) In terms o t Exhibit 39 3, 

got one ki nd or curious ques ~ i on first. 

It indicates that this thing was received on 

and paid and approved on June 3rd. 

How ca n that be? 

I c an't explain that. 

Jus t one of those t hings, hum? And whose 

19 signature i s that down there at the bo ttom that s a ys, 

20 "approved by H? 

7 1 

22 

A 

Q 

Pardon? Would you ask your question aga1n ? 

Certainly. Whose signature, whose signa t ure 

23 appears down there where i t says, "Approved by" ? 

2 4 

25 

A 

Q 

Oh, that's, I guess that' s Earl Lee. 

Okay. And he approved, a nd the amount o f 
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1 th is expenditure and voucher is $107,399 .2 3? 

2 

3 

A 

Q 

That's correct. 

Okay. I would like t o go t o the next exhibit, 

4 if we could, please, sir . 

5 

6 

A 

Q 

Okay. 

I'm a csuming that thiu is the under lying bill 

7 for that voucher . 

8 

9 

A 

Q 

That's ~orrect . 

Okay. I ' ~ kind o! cu r ious on t h is one , 

10 because you say it was a $100,000 bo nus that you had 

11 decided o n. And this is such an odd amount, 

12 107,399 . 23, it just don't look like a bonus . 

1 3 A I think the $7,399.2 3 was hourly expe nses 

14 that had not been billed at tha t time. That's the way 

15 I recall. 

16 Q Okay. And then - - and that was i n add it1on 

17 to t he $14 6 , 000-odd you had already pa id? 

18 

19 

A 

Q 

That's correc t. 

The language down at the bottom vf this p~ge, 

20 right below the total amount, appears to i ndi cate that 

2 1 you all had al~eady c ut a deal on this $ 100,000. 

22 A Well, we had . We had had di~cussions on it 

23 prior to the t ime that he wrote this letter . 

24 Q And so in those discussions, you said, "Ftne, 

25 I'll pay you a $100,000 bonus, send me a bill for that 
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1 

2 

3 

amount"? Was that how you let t it? 

A That's right . 

Q Okay. Why doesn't Kr. Levin ~ork for you all 

4 anymore? 

5 A He chose to t e rminate the re lationship whe n 

6 Jake Horton was killed in the plane c rash . 

7 Q Do you know why he chose to terminate that 

8 relationship? 

9 A I assume it w~s because we had told Jake 

10 Horton thal he was being dismissed from the Company, or 

11 the r ecommendation was made that he would be dismissed 

12 from the Company . 

13 Q During t he course of deciding on this bonus 

14 for Mr. Levin, was it ever mentioned, suggested, that 

15 contingency fees are generally paid to Plaintiff rather 

1 ~ than to d e fense attorneys? 

17 A Wel l, usually these contingency fees are pa i d 

18 to Plaintiffs' attorneys . But it is not that unusual 

19 for a de f e nse attorney to be compensated in the same 

20 ma nner. 

21 Q I •ould like f or you to direct your attention 

22 now to Exhibit 396, please, sir , Page 66 of 84. 

2J CHAIRMAN WILSON : What is 396? 

24 MR. VANDIVER: 396 is a r e port prepared by 

2~ the audit ~ommittee of Gulf Power. 
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) Q 

COMMISSIONER E.ASCEY: What page? 

MR. VANDIVER: Page ~6. 

(By Hr. Vandiver ) Now this concerns one of 

4 your employees being involved in three automobi le 

5 a ccidents while driv1ng a company vehicle o n January 

6 

7 

8 

1st, 1988 . 

A 

Q 

Is that correct? 

That's correct . 

And at the scene ot the third acc- ident, the 

9 Gul f Power employee wan arrested for our and multiple 

10 traffic violations, is that corre::::t? 

11 

12 

A 

Q 

That's correct. 

This report to the Audit Committee indicates 

l J that you made a conscious decision not to have the 

14 accid e nt reported as required by Company procedures , 1s 

15 tha t a correct statement? 

16 

17 

A 

Q 

That is correct. 

What was the rationale fur ignor ing ~ompany 

18 procedures? 

19 

20 

A We ll , 1n the first place . this occurred on 

tl'e weekend . It was, as I recall , it w3s New Year's 

21 Eve, Ne w Year's D~y, Sa turday. Hr. Lambert wa s not on 

22 duty, was not on Company business, although he was 1n a 

23 Company automobi l e . However, in hi s capac i ty, he had 

24 the use of a Company a utomobile tor l imited personal 

2S bu~lness . 
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4 

5 

When the -- after the accident happened, Mr. 

Lambert ag reed to reimburse all the people tor t~e 

dambges that he h3d caused. He a greed to repair the 

!company automobile. He was arrested foe DUI. He did 

his required amount of community work, paid the fines 

6 that were levied agai~st him. In other words , all 

7 costs t o the Company were reimL~rsed by Hr. Lambert . 

8 I saw no ben~tit to the Company at that time 

9 of havin~ this broadcast and on the front pages of the 

10 newspaper, in light of al l the other negative publicity 

11 that we had received. So I made the decision that i t 

12 was in the best inte r est o! the Company and tr.e 

13 employees to have Hr . Lambert reimburse the Comp~ny and 

14 t o not fill out the accident report as we nor~ally do. 

15 Q Would you agree that igno.·ing procedures 

16 c reates the impression that you don't take those 

17 procedures very seriously? 

18 A No. I wouldn't agr~e that that is the case. 

19 I think this was a JUdgment call that I have to make. 

20 And I don' t rJn that Company by blindly following a set 

21 of guidelines with no judgment involved at all. And I 

22 think I made the correct decision in this case . 

23 Q So you don't think your wa i ver o! the ru le in 

24 this particular case created any kind of expectat1on 

25 among other executives that you were going to waive for 
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them ne xt week or in the future? 

A I don't think so . I might, under similar 

c ircums tances where the y were not on Company business, 

4 th e y we re involved i n personal business or --

5 Q Is driving a Company car. under the influence 

6 of alcohol or drugs a viol a tion of Gulf Power Company 

7 codL of ethics? 

8 

9 

A 

Q 

10 of eth i cs? 

11 A 

It is. 

What discipline did you impose u nder the code 

Hr. Lambert was severely reprimanded for h is 

12 actions . 

13 

14 

1 5 

Q 

A 

Q 

Was that a written reprimand ? 

I don't believe so. I'm not sure about tha t. 

Do yo u r ecal l if Mr. Lamb~rt got a bonus f o r 

16 the year 1988? 

l7 

18 

19 

A 

Q 

A 

A bo nus? 

Yeah. 

I do n't think he got a bo nus. No w, he wi gh t 

20 ha ve got t e n some compensation in the (o rm o f the 

21 p r oduc tiv i t y imp r ovemen t program or whateve r we ha ve 

22 t here , but i t wa s not a bonus. 

2) 

:' 4 

Q I g uess the bottom l i ne is ther e were no 

Co mpa ny penal t ies imposed upo n h iw f o r any o f th is. 

25 mean , wo uld that be a f ai r sta tement? 
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2 

) 

4 

5 

6 

7 

A Well, I don' t think t hat's totally cor rect. 

Mr . Lacbert suffered conside rably as a result of this 

incident. 

0 

A 

0 

repr i. mand 

You hollered a t him, didn't you? 

Did I holler at him? 

He was repr imanded, you said, and it wasn't a 

a written reprima nd. I assume somebod ~· 

B ho llered at him . 

9 

10 

11 

A 

0 

A 

Yes, h e was reprimanded . 

Okay . 

And this is probably one thjng that Lead to 

12 Mr. Lambert's later resignation . 

l) 

14 

0 Okay. I'd like to turn now to Page -

COMMISSIONER BEARD: Before you leave there, 

1 5 let me ask a question . Mr. Lam~ert was arrested DUI in 

16 a Company vehicle on personal business and he was 

17 reprimanded? The Company -- what the Company, th e 

1B action the Company t ook, I mean, he had to reimburse 

19 for the damage he created; but, I mean, as far as 

20 ~unishment, he was reprimanded ? 

21 

22 

WITNESS HcCRA.RY: That's correct. 

COMMISSIONER BEkRD: And you fired an 

23 employee for stealing a gallon of gasoli ne . Doesn't 

24 that appear to be a little inconsistenc y there 

25 so:newhere? 
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WITNESS McCRARY: Well, the gallon o ;

gasoline was not the only thing that was involved in 

3 the other employee. 

4 COMMISSIONER BEARD: Okay. 

5 Q (By Hr. Vandiver) Are automobile accidents by 

6 an employee normally handled by the President of Gulf 

7 Power Company? 

8 

9 

10 

A 

Q 

A 

No, t~ey're not. 

How did this come to your attention? 

Mr . Lambert, as our Public Relations, he had 

11 reported directly to me a nd so that's the reason I got 

12 invvlved in it . 

13 Q Okay. Could you turn t o Paye 31 of Exhiblt 

14 396, please, sir? 

15 

16 subject? 

17 

1B 

CHA IRMAN WILSON: Are you l ea v i ng that 

MR. VANDIVER: Yes, sir, I am . 

CHAIRMAN WILSON: ~ow long after this 

19 automobile accident and his reprimand did Mr. Lambert 

20 leave the Company? 

21 WIT NESS McCRARY: Let's see, it was about a 

22 year, I would guess . I would have to go back and looK 

23 at t~e. I'd have t0 go back and look a t the record, but 

24 1 think it was about a year. 

CHAIRMAN WILSON: And you said that he did 
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2 

3 

~ 

5 

6 

7 

8 

9 

10 

11 

12 

• 1) 

14 

1 5 

16 

17 

18 

19 

20 

2 1 

2 /. 

23 

24 

25 

not receive a bonus in the year in whi ch this occurred , 

but h e may have participated in a productivity program? 

WITNESS Mc CRARY: Well, we have c ertain 

performance measures tha~ are speci!1c; and part o! the 

compensation is based on those -- the performanc e 

against those spec jf ic measures . And I really ~on't 

kno w offhand, without reviewing the record, what pa rt 

he got under those specific measures. 

CHAIRMAN WILSON: Did Hr. Lambert have to pay 

! or this accident out or hi s own poc ket, or d i d his 

in&u rance company cover it? 

WITNESS McCRARY: No. He paid i t ou t o ~ his 

o wn pocket, I am told. He paid for i t - at any rate. 

he paid for it. He paid for the damages that he caus ed 

t o the other vehic le and also c.o t11e Company vehi cle . 

Q On Page 31 of 84 on Exh ibi t 396, this is the 

deal about the applla nces in Hr. Add ison' s home, a ·1d 

you a ll forgot to b il l him fo r $10,000 worth o ! 

appliances, is that correct? 

A I don't believe that we to - got to bill him. 

I think the intent by Mr. Yarborough was t o give h1m 

t hose appliances. 

Q So Hr . Vdrborough had a kind o! cr1m1nal 

intent here to give th 1s stuft to Hr . Addison whe n ~e 

I 
'wasn 't s upposed t ~ ? 
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1 No, sir. I wouldn't say that it was a 

2 cr iminal intent . 

3 Q Who was going to pay tor the appliances it 

4 Mr. Addision wasn't, in his home? 

5 A Well, that would come !rom the merchandise 

6 sdles. 

7 Q My point is, sir , a man gets 8,000, 10,000, 

B ~ 12,000 worth of appliances delivered to his home and 

9 tren he never gets a bill for them. Somebody has to 

10 pay f or them. Who paid for them in this c ase? 

11 

12 

A 

Q 

Well, that would be Gulf Power st~ckholders . 

Stockholders. Okay, and, again, on Page 32 

13 we've got management procedure was v ~ olated ir that a 

14 merchandise sales order was not prepared , is that 

1~ ror rect? 

16 

17 

A 

Q 

That's correct. 

Now, what kind of investigation did you lodg~ 

18 at the time that you became aware of this deal, this 

19 ittle scheme? 

20 A Well, I talked to Hr. Addison about it and he 

21 asked that 

22 we send him a bill for the appliances and he promptly 

2 J paid it. 

24 0 Well, I think his check appears a little bit 

25 further on, doesn't it, for $8,000-some-odd, paying for 
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1 the - - yeah, there it is on Page J7. So you ba eically 

2 ca lled Mr. Addison, said, "We tried to give you thes~ 

J appliances, but we don't think we s hould now"? How did 

4 that worl<? 

5 

6 

A 

Q 

Wel l, I didn't say it exactly that way. 

I don't want to put words in your mouth, sir. 

7 I want you to te ll me exactly how it worked, please. 

B :•m sorry. I apologize . Just tell me the sequence of 

9 events, you know. 

10 

11 

12 

1) 

14 

1 ~ 

16 

17 

18 

A 

A 

Company. 

Q 

A 

Q 

A 

Is Mr . Addison a friend of yours, s1r? 

We ll, yes. 

What did you 

I mean , he' s my -- he's head o~ the Southern 

I hope he's a friend ot mine. 

He's mind of your mentor, isn't he? 

I wouldn't say that. 

Okay. 

I think the way this happened, after we 

19 star ted looking into a number ot things that had ?een 

20 going on in the Company, as I recall, Mr. Yarborough 

21 came to Arlan Scarbroug h and told h i m that he had not 

22 billed Mr. Addison for these employee ' s - I mean, f or 

23 these --

24 Is that who Mr. Yarborough worked tor? Did 

25 he report to Mr. Scarbrough at that t ime? 
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1 A No. Mr. Scarbrough was the Chief F i nancial 

2 Office~ at the time . 

J Q Isn't that kind of odd that he wouldn't go up 

4 through the chain of comma nd? ~d who was up there at 

5 the chain of command at the head of Mr. Yarborough, 

6 sir? 

7 

8 

A 

Q 

9 that time? 

10 

ll 

A 

Q 

Jake Horton was head of that group. 

Did that raise any suspicion in your mind at 

It did. 

It did, again, because you have already told 

12 me that you were real suspicious in Janua ry , and thPn 

lJ h ere we are in June of 1984 and there's another 

14 suspicious incident involving Mr. Horton, 1sn't there? 

15 

16 

A 

Q 

Correct. 

Please, forgive me for interrupti ng. Go 

17 right ahead. 

18 A I think the way this happened, as I recall 

19 it, Mr. Yarborough camP. to Mr. Scarbrough and told him 

20 thnt he had not billed Mr. Addison for these 

21 appliances. And I can' t remember lt.'hether I talked to 

22 Ed Addison or whdther Arlan did, or just who. But I 

2J know somebody talked to him and sent him a bill a nd he 

24 paid for the appliances. 

25 Q And that was the end of it? 
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1 

2 Q 

That's it . 

Now, having done that, what did you do in 

J te4ros of Mr. Yarbcrough? Did you reel like you needed 

4 to undertake an investigation or the whole appliance 

5 deal, or you just felt it was an isolated thing because 

6 he was the President? 

7 

B 

No. We didn't take - - we didn't investigate 

the appliance deal. I think we did make some changes 

o at that time, as far as discounts to employees. At one 

10 time the executives got a bigger discount than all 

ll other employees, and we changed that so that everybody 

12 got the same c0nsideration when they bought applia nces 

1) 

14 

15 

16 

17 

18 

from the Company. 

Q 

A 

Q 

A 

Q 

Who is Scott Addison, Mr. McCrary ? 

He is Ed Addison's son . 

What's h e do fo r a living? 

He is a stock broker, as I understand it . 

Has your Company , or its subsidiarles, e ver 

19 done any business with Scott Add ison? 

20 I believe so. I believe ther e were some 

21 temporary investment of some Company funds at one time 

22 through Scott Addison. 

2) Q Now, was that Gulr Power money o r was that 

24 Southern ComFany money? 

25 A That was Gulf Power money. 
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Q Wh e r & is Mr. Addison loc~ted, scott Addiso n ? 

2 A He's in Atlanta. 

3 Q And you all -- is it typical Co r you ~ 11 to 

4 invest money vith stock brokers in Atlanta, as opposed 

5 t o Pensacola o r Jacksonville or somewhere ? How d id you 

6 happen Lo be doi ng bus iness with him? 

7 I really can't answer that. That only came 

8 to my attention in the last few months. Hr. Scarbrough 

9 can answer th~t. 

10 Q Do you think business d aal ings with scott 

11 Addi son by Gulf Power would necessar il y con~titute a 

12 c on f lict of interest? 

13 A Not necessarily. 

14 Q I'd like t o turn to your secur ity operat lon 

15 now, if 1 could. And I guess pr0bably I'll jus t ask 

16 you a few introductory questions. 

17 Question: What role does the security 

18 personnel p lay at Gu lf Power Company? 

19 A Well, t hey investigate current diverslon 

20 acc idents that occur, look a ft er the c ontracts for 

21 phys ical sec•trity, and also handl e such thi ng s as our 

22 keys and badges , th i ngs of that n a ture . 

23 Q How many folks do you all employ in the 

24 security a r ea? 

25 A There's probably about eight , I ~auld guess. 
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1 

2 

) 

4 

5 

6 

7 

B 

9 

10 

ll 

12 

• 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2) 

2 4 

25 

I don't kno w the exact number right now. 

Q Do you know who heads ic? 

A Mr. Be 11. 

Q Oh. Your internal auditor is going to appear 

here later in rebutta l? 

A That's e ight. 

Q Great . I can ask him about this, too. 

Which vice-president is that currently under? 

A It comes under Mr. Scarbrough. 

Q Now, in Mr. Baker's report to the Board of 

Directors -- incidentally, that's LXhibit 395, bottom 

of Pagt 2, top of Page ) . I'll just read you what he 

says and see if you, in fact, mado th~se statements. 

In Mr. Baker's report to the Board of Directors in late 

1988, he indicated tha t you stated the e x isting 

security organization was not effective because of : ts 

decen t ralized report ing relativnship, and i t wa e even 

possible that the security !unc tion had been 

compromlsed . Did you, in fact, say that, sir? 

A ~ don't know i t I said those exact word s , 

but, as I tolrl you earlier, Kyle Croft reported through 

the same organization that ~he manag&r of security 

:eport~d, a nd r just didn't feel that that was a -

that I'd get an objective i nvestigation by havin\ thaL 

take place . 
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1 Q Can you explain to me the difference between 

2 a decertralized reporting relationship and a 

J centra l ized one? 

In a centralized report. ing rel ationship, a !' r 

5 define i t, we havn one person in the general office t o 

6 which ~ 11 othe r people in that organization rcpott , 

7 whet her they're loc ated in Panama City , fort Wa lton , 

8 Pensacola or where. That's what I call a central J zed 

9 o~gani ation. 

10 A decentralized organization has t hose 

11 elemen t s of the organization report ing to th~ division 

12 manage r in each of the respective divisions. 

1) Q And the div ision manager is more of a 

14 line-type pers on in te rms of delive r ing the power? 

15 

16 

A 

Q 

Tha t' s correct . 

Now, what kind of func tion -- how is your 

17 thing organized now? Is it central i zed or 

18 decent r alized today? 

19 It ' s decentralized , as is most al l of our 

20 organi ~ation. 

21 Q How doe s the Gu lf Power organizational 

22 s tructur e re lat1ve to security compare to Mississi ppi 

23 Power dnd Georgia Power ? 

24 A I understa nd that they have a c entrali zed 

25 ~ rganization, but other than that, I can't tel l you how 
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1 it compares. 

2 0 So you're all part of the Southern System, 

3 but the y just do it different? 

4 That's correct . We do a lot of th J ngs 

5 different from other companies. We don't nec essar i ly 

6 do everythi ng alike . 

7 0 I thought the s tudy that c onvinced y~u to go 

8 to a decentralized security system was prepared by 

9 people from Miss issipppi Power . Am I wrong on that? 

10 You're wrong . They' re prepared by 

11 organizational design people from Alabama. 

12 

l3 

14 

Q 

A 

0 

And not necessarily from Alabamd Power ? 

Ala bama Power . Not Mississippi Power. 

Oh, it wa s Alabama Power, okay. I wasn't 

15 that WC'Ong. 

16 I'd like to turn to Mr. Croft at th i s time. 

17 Mr. Shreve has covered a good deal of this, but tr ·re 

18 are a c oupl e of points I'm kind o! confused about, I 

19 want t ~ ask you about. How much money did Ky le Croft 

20 steal : rom Gulf Power? 

21 I don't know that we know ror sure . we can 

22 doc ument pretty well around $85,000 that we know he 

23 stole, some of wh ich we recovered. 

2 4 0 Doe~ Mr. Fell's testimony indicate a high r r 

25 amount ? 

FLuR I DA PUBLIC SERVICE COMM ISSION 

l 9 l 



1 

2 Q 

Pa r-don? 

I'll discuss that with Hr. fell. But , 

3 basical ly, Hr-. Cr-oft·s schemes wer-e v er-y elaborate. He 

4 tad you dispose of his waste, didn't he? 

5 

6 

A 

Q 

Three transformers, yes . 

And he fur-n i s he d his entire company' s s u i te 

7 of offices with your- fur-niture, didn't he? 

8 A Now, I can't say that. I know that he 

9 admi tted to some used furniture t ha t he says wa s go1ng 

10 to b e discarded, bu t I don't know whether he furnished 

11 his whole office with furn iture o r ~ot. 

12 Q Now, you learned of Kyle Cr-oft ' s thef t 

13 thr ough the anonymous letters that you 10t , is that 

1 4 correc t ? And that' s basically Page 61 of 18 2 o f 

1 5 Exhibit 39 1? 

:6 

17 

18 

A 

Q 

A 

19 receive d . 

20 

Wha t was the page numbe r ? 

6 1, sir , of Exhibit 391 . 

This is one of the a nony mous letters that 1 

Were the othe r- anonymous letters before this 

21 time or after this time? 

22 

2J 

A I don 't reca ll whether th i• was t he first one 

or the second one . I believe th1s is the second one. 

24 I received a nothe~ one perhaps some two weeks earlier. 

25 Q But they were r ight around the same time ? 
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A Right. 

2 Q Now, you fired Mr. Croft on Sunday morning , 

3 January 29th , 1984 , is that correct? 

A That's correct . 

Q And you brought all the vice presidents in 

6 !'or this event, did:1 't you? 

7 

B 

9 

A 

Q 

A 

That's correct. 

Why did you do tha t ? 

I did that because we operate that Company o~ 

10 a -- in a manner s uch tha t al l very import~nt decisions 

11 tha t we make, we try to do that as a group, so that a ll 

12 vice presidents are satisfied that they have had the i r 

lJ input and that they agree with the d &c is l on. 

14 Q So that's kind o f a democratic style ot 

15 leadership, isn't it, Hr. Mc Crary ? 

16 

17 

18 

A 

Q 

19 conf ~.:sed. 

In that case, that is correct . 

Okay. Now --

COMMISSIONER BEARD: I 'm confused. Wait, I' m 

20 Comm iss ioner Gunter wa s a s king you ear l ier. 

2 1 you had ca lled h~re on Friday a ft ernoon , appa r ently t o 

22 l e t them know that he was going to be fired. 

2) 

2 4 

:>5 made then? 

WI TNESS ~:cCRA.RY : That's correc t . 

COMM I SS I ONER BEARD: So the dec 1s i o n had been 
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1 WITNESS McCRARY: That's correct. It had 

2 been made as far as I'm concerned. I didn't have any 

J alternative but to fire the man. 

4 COMMISSIONER BEARD: I unJerstand that. And 

5 maybe it's a nit, bu~ what I just heard you say was 

6 that you called all the vice presidents in on Sunday to 

7 make the democratic decision that you had informed this 

a <:0mmission on Friday you llad already made. 

9 WITNESS McCRARY: I called them in so that 

10 they would be aware of what was going on, give them a 

11 chance to have their input, if t h ey h~d had something 

12 that w~s contrary to all the evidence that I had, 1 

• 14 least that's -- I just think it's -- that they need to 

might have changed my mind. I didn't th ~ nk so, but at 

15 know these things because it docs a ffec t their area of 

16 operation. 

17 Q No••, yo u and Hr . Croft went into your offi~.:e 

18 and all the vice presidents scurried into their 

19 off>ces, is thd t correct? 

20 A ~r. Croft and I went into my office, that's 

21 correct. 

22 Q Did you set your telephone so tho t all the 

23 other v i ce presidents could listen to your conversati on 

24 with Mr. Croft? 

25 A Absolutely not . 
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1 Q That's a false statement that appears in his 

:< depcsition ·l 

J 

4 

5 

6 

Q 

A 

Q 

Absolutely. 

Okay. Now, you fired him, didn't you? 

I did. 

You fired him. You told Hr. Kickliter to go 

7 help h~m clear out his desk, is t hat correct, or i s 

8 that ~ false statement as well? He went and cleared 

9 out his desk because you fi r ed h im? 

10 A 

11 explai n . 

12 

lJ 

14 

Q 

A 

Q 

That's corr ect . But - - maybe I should 

I'm fixing to ask you abo ut -

Yes, I fired h im. 

You fired him o n Sunday , anJ b~ Monday -- by 

15 the mi ddle of the next week he was resigning from the 

16 company. 

17 

18 

19 

20 

That ' s corr ect. 

What 's the deal? 

A 

Q 

A Jake Horton c a.me to me and asked me i f he 

could talk to Kyle Crott a nd get him to resign. I had 

21 offered Kyle Croft earlier the c ha nce to resign fr om 

22 the Compa ny. 

23 

.l4 

Q 

A 

That p art o f his deposition is true then? 

Yes, that's true. I told him tha t it he 

25 would make restitution to the Company, sign a not q tor 
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1 the things that we knew he had stolen, that we had not 

2 recovered, then I -ould let him resign and that would 

3 be the end ot it. He oidn't choose to do that, so I 

4 fired him. 

5 

6 

7 

Q 

Q 

And then Jake came back t o you? 

That's correct. 

And Mr. Horton then entered into negotiations 

8 apparently with Mr. Croft and his attorney. And were 

9 those negotiations entered into with your knowledge and 

10 consent? 

11 A I knew they were talking about Kyle 

12 resigning. It made sense to me to have Kyle resig , t o 

13 po ssibly avoid a lawsu it in the future. 

14 Q Did you pay his attorneys fees relative to 

15 his termination? Did Gulf Power -- and I apologize f or 

16 using "you." 

17 A Gulf Powe r did not pay the attorneys f ~es . 

1B The attorneys fees were paid by J ake Horton through the 

19 Appleyard agency. 

20 Q ~asn't that billed t o un above-the -li ne 

21 account of Gulf Power? 

22 A No, I think that was in the appliance sales 

23 end o f the business. 

24 Q So it waq billed to a nonregulated account .n 

25 Gult Power? 
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A That's right . That's my understanding. 

2 Q That's fine. I' ~ just trying t u figure out 

3 what happened . 

4 A At a ny rate, those lawyers t ees were paid 

5 without my kno wledge. 

6 Q Now, you said earlier, too, that Gulf Po we r 

7 had paid his insurance premium and you d i dn't k r.ow 

8 about that either. 

9 A Absolutely not. Mr. Horton came to me when 

10 they were talking to Kyle Croft about resigning, and he 

11 told me that one of the things that Kyle wanted him to 

12 do was to pay his insurance for a year. I ~old him 

13 s pecifically, definitely, in no unce r cain t~ rms that we 

1 4 would not pay h is insurance. 

1 5 Q But at sometime later you found out that Hr. 

1 ~ Horton had, in fact, arranged for both the attorneys 

17 fees and the health insurance premiu.ms to be p icked up 

18 by some Gulf Power account, didn't you? 

19 A In the f all of 1988 when I first saw the 

20 Appl P.yard ledger. 

21 

22 

2 3 

Q 

A 

And you didn't know unt il that time? 

NO, sir . 

COMMISSIONER GUNTER : Le t me ask a quest1on 

2 4 on my recollec t ion . It seems as though when I read --

25 have you read Kyle Croft' s deposition? 
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1 WITNESS McCRARY: I've read some of them. 

2 He's given so many, in so many cases. 

J COMMISSIONER GUNTER: I thought -- I'~ 

4 sitting here listening to this, I thought that in his 

5 deposition that he had stated that Francis Horton had 

6 paid his 

7 

8 

MR. HOLLAND: Attorneys f ees. 

CvMMISSIONER GUNTER: Okay . She had paic. 1 

9 think in uis deposition she had paid something. 

lO MR . VANDIVER: It was the proceeds of one of 

11 her po~icies I think, Commissioners. 

12 MR. HOLLAND: It may have been insurance, now 

13 that I --

14 COMMISSTONER GUNTER: Yes, that was my 

15 understanding, and here we're finding out there is 

16 something different out of his depoHition to what 

:7 actually occurred. Is that what you're gettinq at ~ 

18 

19 

20 

MR . VANDIVER: Yes, sir. 

COMMISSIONER GUNTER: Okay. I apo logize. 

~. HOLLAND: What well could have happened 

21 was that the check could have been paid to Francis and 

22 

23 

she but I don't know that. 

COMMISSION~~ GUNTER: But I thought I 

24 recalled that portion in his deposition. 

2 5 Q (By Mr. Vandiver) Now, at this time that the 
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1 f iring/~esignation was going o n over the period of the 

2 woel< 

) 

4 

A 

0 

Two or three days, I'm not sure. 

Sure. And y0u didn't kn~w that Gulf Power 

5 and Hr. Horton were negotiating t o pay the a t t orneys 

6 fees and the insurance premiums , did you know that Hr . 

7 Ho rton had exec uted a promi ssor y note bac k to Hr . Croft 

8 fo r the amount he was suppvsed to owe Gulf Power? 

9 

10 

11 

A 

0 

A 

No, s ir. 

wh e n did you f i nd out about that? 

I believe in 1986, when Ky le Croft filed suit 

12 against the Company. 

lJ 0 Boy, that must have really sent of f the bel ls 

14 ring i ng then about your suspicions about Hr . Horton. 

15 

16 

A 

0 

I t did . 

Okay. And tha t was 1986. Is Hr . Croft 

17 presently collect ing a pensi on from Gulf Power? 

18 A He is. I t hink we're required by law to pay 

19 that pension. 

20 0 Have you all attempted to enforce the 

21 promissory note sig ned by Hr. Croft payable to Gu l f 

22 Power? 

2J A we have a countersuit tiled aga i nst Kyle 

24 Croft and Line Power, and I ' m not sure exactly wher~ 

25 that stands now. It ' s in the courts somewhere. 
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1 Q You all reneged on the promise by Jake Horta~ 

?. never to enforce that note , didn't you? 

3 A Wel l , a s far as I'm concerned that wa s a 

4 promise that was made by Jak e Horton per sona ll y. It 

s was certainly not made by the Gulf Power Compa n y and 

6 with t he knowledge of Gulf Po wer Company . 

7 Q No, he wa s abl~ to convince the e~ployee that 

8 h e could c h a nge your mjnd about fi r ing him, dirln't he ? 

9 And he did. 

10 A He did that . 

11. Q Okay. I've just q ot one quest i on about the 

12 amnesty program I wasn't clear o n . I unders ta nd it 

• 13 went through the 1 1 law firms so that you weren't to 

14 know the i dentit ies. 

15 A That 's correct. 

16 Q Did y ou ever hear informally who participated 

1 7 in t hat program, living in Pensacola, talk around the 

18 Company, the executive suite, do you know a ny body? 

l ~ A I h ave had s o me employees come to me and tell 

20 me that they participated in that p rog ram. 

21 Q Who are th ~y ? 

22 A Well, o ne wa s Ben Kickl iter. 

23 Q What did t hat i nvolve? 

24 A It involved the pickup truck . 

2 5 Q The o ne I was ta l king a bo~t earlier? 
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1 A That's correct. 

2 Ben was fu ssing because he s~id he had to pay 

3 an additional $500 for that pickup truck and he didn't 

4 think it was worth it. That he uidn't -- he didn't 

5 think it was wort:1 more than he paid for it. 

6 Q But nonethe1es9 he anteed up some in the 

7 amnesty program, huh? 

8 

9 

10 

A 

Q 

He did. 

Okay. 

COMMISSIONEl< BEARD : The amnesty program --

11 he' s going to give an undisclosed ~mount to an attorney 

12 wit~ an attorney-c lient privilege. How would he arrive 

1 ) at the figure of $500 as money to be ~aid for the 

14 amensty program? How would he do that? 

15 WITNESS McCRARY : t dor 't know how they 

16 arrived at the $500. 

COMMISSIONER BEARD: Let me , we ll are you 

18 finished with the amne sty program? 

19 

20 

MR. VANDIVER: Excuse me, Commissioner? 

COMMISSIONER BEARD : Are you finished with 

21 the amnesty program? 

22 

23 

MR. VANDIVER: Yes. 

COMMISSIONER BEARD: Let me - - I'm trying t o 

24 unaerstand that. 

25 Somebody misappropriates, lets say, and Lry 
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1 not to use too prejudicial a term, something !rom the 

2 Company o! value that they probably shouldn't have, 

J okay, and for whatever reason this amnesty program 

4 comes along and they get a guilty conscience, or 

5 whatever, and so they go to Fred Levin a nd they pay h im 

6 X amount of dollars of value, to be determined by, I 

7 guess that individual. I don't know who would do it. 

8 They certainly wouldn't qo t o Mr. Scarbrough ar.d say, 

9 "How much is that thing worth that I stole from the 

10 company?" I don't thiruc ~nd you all have no idea wh o 

11 they are; you have no idea, specifically, what they pay 

12 and tor what it was for, I a ssume. It's an amnestf 

lJ p;:ogram, right? 

14 WITNESS McCRARY: That's r ight. 

15 COMM I SSIONER B&kRD: Por example, you all 

16 sent a bill to Mr. ~ddison f or the lawn care issue. 

17 You have no idea whether or not he paid that at a ll ? 

18 WITNESS McCRARY: No, except he told m~ he 

19 paid it. 

20 COMMISSIONER B~ : Yeah, I understand that. 

21 But I'm say ing just from a practical standpoint . So it 

22 you had an investigation, ongoing, I'm not sure what 

23 you all promised in return in thi s amnesty program, if 

24 you have an invest lgation going on and you uncover th~ 

25 theft of something and you g o to prosecute that 
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1 employee for that, and they say, " Whoa, whoa, whoa, I 

Z participated in the amnesty program," how would you 

3 know they were telling the truth or not? 

WITNESS McCRARY: We'd go to the attorney and 

5 ask h im about it it we got to that stage. 

6 COMMISSIONER BEARD: And if, in fact, they 

7 had pa r ticipated in that , then the prosecution would 

B stop at that point? 

9 

10 

WITNESS McCRARY: That's right. 

COMMISSIONER BEARD : Okay. Now, what if lt 

11 was something tha t the y gave $500 for but, in fact , it 

12 was p r obably worth $2,000 more? 

13 WITNESS McCRARY: Well, t hat's a hypothet icdl 

14 thing, but I would try to evaluate that, to see whether 

1 ~ they were -- whether t h e y honestl~ thought it was 5500 

16 wh en it was 2,000, or whether they were trying to 

17 defra~d the Company. 

18 

19 

20 bast s . 

COMMISSIONER BEARD: Aga in? 

WITNESS McCRARY : Yeah. Then I'd act on that 

But as a matter of fact, we didn't, as far as 1 

21 know, we haven't had anything come up where we had to 

22 go to the attorneys and say, "How much did he pay under 

23 the amnesty program?" 

24 Q (By Mr. Vandiver} What led to the adoptio1 

25 of the Gulf Power Code ot Ethics in August of 1984? 

fLORIDA PUBLIC SERVICE COMMI SSION 

20) 



1 

2 

3 

4 

5 

6 

7 

8 

going 

well 

A 

on 

Q 

A 

Q 

run 

A 

Q 

It ~as the myriad of things that had ~een 

in the early '80s. 

Why didn't you have one prior to that time? 

I can't ans~er that. 

Would you agree ~ith me that every large, 

Utility ought to have one? 

I 1.-ould, yes. 

Were all employees required to sign t he 

9 compliance statdment in August of 1984? 

10 A Ye s , they ~ere. That's a condjtion of 

11 pre-employment and all employees were required to sign 

12 the Code of Ethics. 

lJ Q And did all employees exbcute the compliance 

14 statement? 

15 A No, I think there ~ere probably two that did 

16 not, that were about ~o retire the next month or some 

17 reason like that. But other that that --

18 Q Those ~eren't any o f the individuals we've 

19 discussed so far here today, ~re they? 

20 

21 

A 

Q 

No. 

Okay . What else did you do in 1984 to 

22 implement the Code of Ethics? 

23 A We started making extensive revisions to the 

24 way the warehouse Jas operated, and I have 

25 Q Excuse me, s ir. I'm not talking about an 
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1 improved buying system for the warehouse or anything, 

2 I'm talking a bout how you implemented that Code o f 

J Ethics. 

4 A I don't understand exactly what you mean. 

5 What else did we do to implement the Code of Ethics? 

6 Q I mean did you have all 1600 employ~eg get 

7 together in one room, and ~ cu said, "H e re's the new 

8 Code of Ethics, and here's what constitutes a confl ~ct 

9 of interest and here : s an educational package for you, 

10 so you can abide by this." 

11 A No. We had a series ot me etings with 

12 employees from all around t he system in which t he CodA 

1) of Ethics was explained and the reason for it. 

14 Q What did you do in 1985 to implement the Code 

15 o f Ethics? 

16 A 1985? 

17 Q '867 

18 A I d o n't recall specifically anything that we 

19 did in ' 86. 

20 Q ' 87? 

21 A ' 8/, as tar as other actions that we tool< on 

22 'the Code of Ethics in those years, 1 - -

2) 

24 

25 

II 

II 
II 

I' 
I 
I 
I 

Q 

A 

Q 

'88? 

UH --

You may have suspected I'm leading up to 
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I 
I 

• 

l something, Mr. McCrary. 

2 A J suspect that. 

J Q Yeah. What I want to ask you is why did the 

4 j Audit Committee of the Board of Directors find it 
I 
I 

5 necessary to adopt a resolution on January 5th, 1989, 

6 I to reiterate the Code of Ethics and to order you tu 

7 

8 

9 

10 

11 

12 

13 

14 

15 

lb 

17 

18 

19 

2 0 

2 1 

22 

n 

2 4 

2 5 

' 
~~ take certain actions relative to the Code of ~chics? 

II A Well, I think tt.e actions that -- or tne 

!• resolution that was adopted by the Audi l Committee at 
I 

!that meeting was done at my request and at my 
I 
1 suggestion that we reemphasiz e the Code of Ethics in 

light of what we had uncovered in the fall of 1988 ~ ! th 

~he Ray Howell situation 

Q Sur~:~ . 

A and other things. We thought it was in 

' hat what we should do is to ree~phasize t he Code of 

Ethics; to have an educational program; to have a 

program of ethics awareness, and to general ly have 

employees focus on the Code ot Ethic s being a real and 

l1ving document. 

Q Well, don't you think that activity - - and 

al l that is ve ry, very good and noble and everything 

bu t don't you think that activity kind of adversely 

effects on your enforcement of the Code from 1984 to 

1988 ? 
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1 

2 

) 

4 

5 

6 

7 

8 

9 

10 

11 

12 

• 13 

14 

l"i 

16 

17 

18 

19 

20 

2 1 

22 

2 ) 

24 

25 

A Wel l, I d on ' t think so . Because we d idn't --

except for the one isolat ed department, we didn't have 

any ~ajor problems like we had had in the ea r ly '80s. 

Q I would like to di rect your attention to 

Exhibit 408, please. Speci fically , Mr. McCrary, I'm 

looking at Page 3 o f 12, under the ~eading, "Cvnflicts 

of Interest ." 

COMMISS I ONER BRARO: Which e xh ibit? 

MR. VAND IVER: Exhib it No. 408 , Commissioner, 

Page J. 

MR. HOLLAND: Ron, if we g 0 t to a convenient 

breaking place, could we take about five minu t es? 

MR. VANDI VER : 1 think I can J et done in 

about five minutes. 

MR. HOLLAND: Okay, Jhatuver . Oka y. 

Q (By Mr. Vandiver) Under this thing, it says 

you surveyed 327 employees and 15 i nd icated possib. e 

con f licts o f interest . Do you know what the rationale 

behind the survey of 327 was? 

A Well, that's someth ing that we do every ye or. 

And generally, those questionnaires a re sent out to 

employees t h at are at a certain leve l in management, or 

employees who are involved in purc ha sing or contrac t ) ng 

or s ome other place that offers a high degree of 

p robabi l ity of hav i ng s ome confli c t of interest. 
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1 

2 

) 

Q 

A 

Q 

So you t~rget the folks in this survey? 

That's correct. 

I'm just kind of curious about transactions 

4 covered by competitive bidding procedures . 

5 You said you looked at these lJ cases and you 

6 didn 't find a ny conflicts. Can you give me som~ idea 

7 of what those 13 cases consisted of? Just in a general 

a way. I don't need to know names or anything. 

9 A I would really have to look back at those 

10 questionnaires to 

11 

12 exhibit? 

1) 

MR. VANDI VER : Could 1 get a la,e-filed 

COMMISSIONER GUNTER: Call we back up just for 

14 a second ? Have you got Exhibit 408? 

15 

1 6 

WITNESS McCRARY : 408? Yes. 

COM:MI~SIONER GUNTER: Is that exhibit 

17 complete? Is that a complete report? 

18 

19 is. 

20 

WITNESS McCRARY: Yes, it is. I believe it 

COMMISSIONER GUNTER: Would you turn to Pag e 

21 7 of 12, please? 

22 

23 

WITN ESS McCRARY : Turn to what page? 

COMMISSIONER GUNTER: Page 7 o f !2. In the 

24 l~st two senLe nces in the first paragraph, the one 

2 c "Hr. Bell --" 
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1 WITNESS McCRARY: All right, sir. 

2 COMMISSIONER GUNrER: "-- presonted to the 

J committee a written report." This is the one I was 

4 going to ask a quest ion of somebody . "A written repor t 

5 of Arthur Anderson's fi nd ings o f 

6 such-and-such-and-such . " It says, "A copy of th is 

7 report i s attacned." 

8 WI TNESS HcCRAHY: You're right, this is not 

9 complete . 

\0 COMMISSIONER GUNTER: So this is not 

11 complete . So if we're trying to read this d ocument and 

12 read all the decisions that are made, we wo uld have to 

1) have that report. 

14 MR. HOLLAND: 1 have got it right here. 1 

15 don't understand why it's not attached . 

16 COMMISSIONER GUNTER : We ll, I r ead i t and I 

17 don't have it, and I started looking for that att~ched 

18 report. 

19 MR. HOLLAND : Let me make copies of i t and 

20 you can have it . 

21 COMJHSSIONER GUNTER: Fi ne. Why don 't we 

2~ take that break ! 

2) CHAIRMAN WILSON: Yeah, l e t's go ahead. 

24 We'll t a ke fi ve minutes and get a copy of that and 

25 we'll ha ve a complete exhibit. 
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1 

2 

J 

(Brief r ecess .) 

MR. VANDIVER : I have an update on the 

4 e xhibits . This is Exhibit No . 410, out it's missing 

5 the f irst two pages, Commissioner Gunter, and we're now 

6 preparing t o hand out the complete document 

7 COKHi tiS IONER EASLEY: You mean 41 0 i~ what we 

8 s hould be looking at instead of 408? 

9 MR. VANDIVER: No. The repo rt that 

10 Commi ss ioner Gunter referenced . 

11 

12 

l J 

14 

15 

COMMISSIONER EASLEY : Oh. I s this 41 0? 

MR. VANDIVER: Yes. 

COMMISSIONER EASLEY: Thank you. 

CHAIRMAN WILSON: Wha t ? 

COMMI SSIONER EASLEY: The report that is 

16 referenced in 408 i s Exhibit 41 0. 

17 

18 

CHAIRMAN WILSON: Okay. 

MR. VANDIVER: And i t was 1n the record. It 

19 was mjssing the firs t two pages. 

20 COMM ISSIONER EASLEY: And what you 've j ust 

21 hdnded out is a combina t ion of 4 08 and 410? 

22 MR. VAN DI VER: 41 0 with two pages stuck on 

2J the front. 

24 CHAIRMAN WILSON: So I take it the old 410, 

25 get rid of it and wr ite 41 0 on th is one and I'll be 
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correc t? 

2 HR. VANDIVER : Bingo , unless anybody has an 

J objection . 

4 CHAIRMAN WILSON: Wi thout objection. 

5 COMMI SS IONER GUNTER: Let me ask you a 

6 quest ion b~fore we go fur ther. My questi o n' s related 

7 to 408 . The question I had related to 408. When I had 

8 reaJ this - - and I had read this previously when I 

9 r c~d this, it indicates on Page 7 of 12 of 408, that 

10 there was ~ n attached copy of the investigation 

11 p e rformed by Internal Auditor Mr. fell. It SiUd a copy 

12 of this r eport is attached, ot the minutes of the Board 

1) of Di r ectors Audit Committee meeting. 1 have not seen 

14 a copy of Mr. fell's audit report . 

15 HR. HOLLAND: Commissioner . just a minute. 

16 think I c an -- are you looking at the top of Page 7? 

1 7 CHAIRMAN WILSON: Yes. 

:s COMMI SSIONER GUNTER: I'm o n 7 , the first 

19 paraqraph. 

20 MR. HOLLAND: Mr. Bell presented t o the 

21 committee a writ ten report o f Arthur Anderson's 

22 f inding s res ulting ft·om their review o f the books and 

2) records o f the company under the s everal special 

24 investioati ons per i ormed by the Internal Audito r, Hr. 

25 fell. A co,Jy of this report is attached. The report 
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1 

2 

) 

COMM ISSIONER GUllTER: Is this 410? 

MR. HOLLAND: That' s 410. That's right. And 

4 the two a udits t hat Mr . Bell reviewed are in the 

5 record, and I'm not sure which number t hey are, but 

6 that ' s the --

7 COHMISS!ONER GUNTER: No, I was trying to 

8 make a complete one here . I didn't -- and as I wa s 

9 reading it , I couldn't find it, i t standi~g by itself. 

10 I expectPd to s e e i t put together. I g ot you. 

11 Q (By Mr. Vandiver) Mr. McCrary, when we last 

12 did yo u have some questions o n that one ? Excuse me, 

13 Commissioner Gunter. 

14 

15 Q 

COMMISSIONER GUNTER: No. 

(By Mr. Va nd iver) I th ink when we left the 

:.6 las t time , we were talking about the confl 1ct s of 

17 i nte rest earlier i n Exhibit 408, those 1 3 cases dow~ 

16 there at the bottom of t~e page , and I had asked you if 

19 you could g ive me a better idea as to what was 

70 e ncompass ed within transactions cove red by cvmpetitive 

21 tidding pr ocedures . Had you responded to that 

22 question, sir? 

23 A I did. I think I did, and I told you that I 

24 couldn ' t without lo~king at those questionnaires. 

25 Q Could you give me a late filed exhibit on 
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• 

1 that, just generally as to what the 1 3 cases 

2 constituted and why you didn't think they ~o· o re a 

3 conflict or interest? 

4 

5 

A 

Q 

Yes. 

And also I have a question in tha t regard. 

6 Do you recall if you consulted legal councel as to 

7 whether or not those incidences constituted a conflict 

8 of interest? 

9 A It would depend on the magnitude of the 

10 conflict. I don't recall any that required me to talk 

11 to counsel about it. They were for the most part 

12 insignificant. 

13 

14 

1 5 

16 

Q Fine. And --

CHAIRMAN WILSON: Would that number be 546 ? 

HR. VANDIVER: That's correct. 

CHAI RMAN WILSON: All right. 

17 (Late-fi l ed Exhibit No. 546 marked f o r 

18 ident . fi ca tion.) 

19 KR. VANDIVER: And you need no t pu t the names 

20 of the individuals on there, Hr. McCrary, j ust give me 

21 an idea of the kinds of transactions we are talking 

22 about. 

Q (By Mr. Vandiver) Now, the o ri gi nal purpose, 23 

2 4 as I understan~ it, for the adoption o f the Code of 

25 Ethics was -- wer e the warehouse problems and the theft 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

• 13 

14 

:s 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

by Kyle Croft and others acting under him, is that 

correc t ? 

A It was the -- that was part or i t, yes. 

Q What was the other part of it? 

A Well, in 198 4 we discovered that the 

App l e ya rd ledger -- not the ledger, but an arrangement 

had been made with Appleyard to pay for c ertain 

e xpenses and bi ll them back to the Company as a sp~cial 

prvduc tion fee. And, o r course, as soon as we f ound 

out a bout that, we stopped that procedure. 

0 And you f ound out about the Appleyard a ccoun t 

in the fall of 1988? 

A No. I found out about the Ap pleyard account, 

that tha t was being done in 198 4 , a nd that's when it 

was stopped. 

0 Okay. 

A I didn't s ee the ledger for that account 

until t he !all of 1988. 

0 Okay . But the original purpose of the Code 

of Eth ics wa s to prevent embezz lement of Gulf prope r ty, 

and five years later you had avidence of diffe~ent 

kinds of ethic~l violations. 

The political contribut ions? 

Is that a fair statement? 

A That's correc t. Fai r s tatement. 

0 Does this indicate to you that some employees 
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1 chosa to ignore the Code ot Ethics o r tailed to take lt 

2 seriously? 

J 

4 

5 

6 

A 

Q 

A 

Q 

Yes, it does. 

Who did Mr. Horton report to ? 

He reported to me. 

I've got Mr. Horton's pooition descriptiun , 

7 and I believe tha~'s located in Exhibit 414, it )OU 

8 could turn there, please, sir. 

9 If you could take a few seconds and look dt 

10 that, please, sir . 

11 

12 

A 

Q 

All right. 

Is this position description accur~te? An 

1J accurate portrayal of Hr. Horton' s a c tJal funct i ons at 

14 the company? 

15 

16 

A 

Q 

Yes, it is. 

What wa s Mr. Horton's base salary at the ti me 

17 of his death? 

18 

1 9 

20 

21 

22 

23 

2 4 

2S 

but 

and 

CHAIRMAN WILSON: At the t i me o f what ? 

MR. VANDIVER: At the t i me o f h is death. 

It wa s -- I don't recal l th e f i gure offhand , 

140,000, I yues s. 

Q Is that within 20,000 or so? 

A Yeah, I would think so . ! 'd have to go back 

lovl< at the rumbers though 

Q Who s e t that salary? 
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1 A That is se~ by the employee re lations people 

2 in evaluating the vario us j obs that we have in tne 

J Company and trying to place the proper wei ght and va lue 

4 on that job. That sets the salary range and, of 

5 cours e , the actual salary is determined by me, wi th 

6 recommendation to the Compensat ion Commit tee of the 

7 Board. 

8 Q So the Board of Directors, then, has a little 

9 Group Compensation Committee just like they had in --

10 

11 

A 

Q 

That's right. 

Was Mr. Horton elig i ble for yearly bonuses 

12 for hi s job performance? 

1) A Well, I take exception to ... he word " bonus," 

14 because he was eligible for that part of our pa y plan 

1 5 which is tied t o performance. 

16 Q What would you have for a bett~r word t o 

17 character ize it? 

18 A Wel l, it ' s a product l VlLY improvement 

19 proqram, 1 believe , is ·•hat we c all lt. 

20 

21 

2:! 

Q 

A 

Q 

Productivity improvement what? Excuse me. 

Pro')ram. 

So le e 's all call its the "PIP program." 

23 So in addition to the base sa:ary ~ t 

24 approximately $15C,OOO, he wa s eliq1ble for these P I P 

25 payrents every year? 
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1 That's r ight. 

2 0 Ho w was t hat amount ca l culated? 

3 A That's calcu lated by - - at l he begi nn ing ot 

4 t he year we set up c~rtain performance cr iteria, 

5 certain g oa l s that the individual io to meet. And 

6 depending on how he pe rforms aga i ns t those goals, •ha t 

7 would determine what t ype o f pay that he got t0r that 

8 part of his pe rf o rmanc e. 

9 0 Did you sit do wn with eac h of vour direc t 

10 subordinates at the start of eac h year and mutually 

11 discuss those goals? 

12 A Yes, we do. 

13 0 So you w~re particip a ting in a democrati c 

14 kind of style of management there, t oo , weren't you7 

15 A I suppose you'd call it that, yes. 

16 0 Now , so if Mr. Hortor in ~his c ase we re to 

17 meet those goals that you and he had mutually agreed o n 

18 a t the first of year, he wou ld ther get one o f these 

1 9 PIP payme nts at the end of the year. Is that how 1t 

20 worked? 

21 A That's correct. 

2£ Q Okay . Who had to approve those decisions? 

23 A The total 4mount pa i d out under that program 

24 is approved by the Southern Company board. I~'s also 

2 5 approved by the op~rating company board, or the Gulf 
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board, and the amount would be approved by the 

2 compensation Committee, the S?eci!ic amount. 

) Q You mean the fact o! a ~onus had to be 

4 approved by two boards of directors, and the amount of 

5 the bonus then had to be signed ott on by the 

6 Compensation Committee of tho Cult Power Board of 

7 Directors, is that cvrrect? 

8 

9 

A 

Q 

That's correct. 

Okay. Did Mr . Horton receive a PIP payment 

10 for calondar year 198J ? 

1 1 

12 

13 

14 

Q 

A 

Q 

1983? 

Yes. 

I can't -- I just don't remember . 

I need a spread sheet as a lat~-filed exhi b lt 

15 plea&e, sir. And I would like to see a ny bonuses, 

16 addit1onal compensation, PIP paymen ~ s. whatever we can 

17 possibly call them, in addition t o Hr. Horton's base 

18 s alary, tor the years 1980 unt i l Lhe time of h i s d ea th 

19 - - or 1983, s i nc e you took over the c ompany, I think. 

2 G 

2 1 

22 

23 

2 4 Q 

MR. VANDIVER: I think tha t would be exhi bi t 

CHA l RHAN WILSON: 54 7 . 

HR. VANDIV ER: Thank you. 

(Late - filed Exhibit No . 54 7 iuentified.) 

( By Hr. Vandiver ) Was there any year tha t 

25 you remember tha t Hr. Horton d id not receive a bonu~ ' 
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1 

2 

I 
That you remembe r ? 

A I d on 't remember. I 'd have to go back and 

3 look at the r ecords. 

Q Sure. You si t on the Compe nsat ion Committee 

5 o f the Board o f Directors? 

6 

7 

A 

Q 

No, but I usuall y attend che meetings. 

Now, at the tige of Mr. Horton's death, how 

a many executives reported directly to you? 

9 A There were tour e xecutives tha t re~ort to me 

10 direct ly. plus Charles Lambert . 

11 0 Okay. Did you meet with these e xecutives on 

12 a regular basis? 

1 ) A Oh, yes . We ha ve Monday morning sta ff 

14 meetings usually. 

15 

16 

17 

0 

A 

0 

Exc use me. Monday morning Staff meetings? 

Usually. 

And that's all of your f our direct r e po rts, 

18 p lus Hr. Lambert ? 

19 

20 

A 

0 

Right . 

No w, did you a lso have regularly schedu l ~d 

21 o ne-on-one meetings with each of your vice p res i d a nts? 

2l 

2) 

2 4 

?5 

A 

0 

1 

0 

Every d ay almost. 

Constant inter-reaction? 

That's fair. 

Okay. And you shared a suite ot offices with 
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1 the vice president&, is that correct? 

2 

3 

A 

Q 

That's correct. 

So you had a number of unscheduled contacts 

4 as well as any kind of business things you'd have in a 

5 day? 

6 

7 

8 

A 

Q 

A 

9 spec ific . 

10 Q 

11 1984? 

12 A 

Correct. 

Were you and Kr. Horton personal friends? 

Specify the t iae period and I can be more 

How about Hay 1st, 1983 through Hay 1st, 

Let me -- ~hen I first cam~ to Gulf, Jake 

13 Horton was probably more help to me than any of the 

14 other vice presidents in getting me out to meet the 

15 people in the community and helping me get established 

16 in P~nsacola. 

17 So I guess in that per iod you could say th~t 

18 Jake Horton and 1 were friends. 

1 9 Q Did you see each other socially during that 

20 timF? 

21 A occasionally we would have dinner together, 

22 or something to that effect . 

2 ) Q Was it your s uspicion of Mr. Hor~on's various 

24 activities that led to the demise of your soc ial 

25 friendc~ip? 
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1 

2 

A 

Q 

Yes. 

So subseque nt t o sometimo in 198 4 wh~n you 

) and Hr. Horton met t o converse, it wa s generally on 

4 matters of business as opposed to personal matters or 

~ social ralendars and the like. 

6 A I'm sor~y, I didn't - - I don't understand the 

7 question. 

8 Q You've testified that you were socia l friends 

9 with th is man at first but no t so much later. 

10 

11 

A 

0 

That's correct. 

And so what !'m asking you is, would al l of 

12 your meet i ngs with him after 1984 t . :1ve ocen primarily 

1) related t o business? 

14 

15 

A 

Q 

Not neces~arily, no. 

Okay. If you had to put a label on your 

16 s upervision a nd management of Hr. Horton, what wou ld 1t 

17 be? Hands-on? 

18 A Let me be sure I unders~and your qu~stion. 

19 If I had to put a label on how 1 managed Jake 

~ 0 Ho-ton? 

2 1 

22 

Q 

A 

Yes , sir . That's it exact !~ . 

I would say with diffic ul ty. And I don't 

7) know how t o say it any better than t hat. 

24 

25 

0 

A 

Hr. Horton had a mind o f hi s own? 

He did. 
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1 

2 

3 

4 

Q 

A 

Q 

A 

Mr. Horton didn't have any children, did he ? 

No. 

He lived for Gu l f Power Company, didn't he? 

J ake Horton was a hard worker. He was the r e 

5 ear ly in the morn ing a nd weekends . He worked a lot on 

6 the weekends. He was a very harrt wo rker. 

7 Q Model employee in that respec t? 

8 A In that respect, tha tact that he worked long 

9 hours, he was. 

10 Q Okay. I want to go back now to Exhibit 396, 

11 i t we could, please, Mr. McCrary , specifically Page 2 0 

12 of 84. 

13 Who is Bill Graves? 

14 Bill Graves is a local archi te~t i n 

15 Pensacola. 

16 Q What was his role in the construction of your 

17 new office building? 

18 

19 Q 

He was the local archite~t. 

So you had c ontracted with Mr. Graves o~ 

20 contractura l &ervices before, is that c o rrect? 

22 

A 

Q 

That's correct . 

Thi s i s a very -- okay. This is a very 

23 confusing situation, so we'll have to go tnrough i t 

24 rather s l owly. 

25 Now, in July of 1984 Mr . Ho rton i ns truc ted 4 
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1 Gulf employee, Hr. Conner, I believe, to have Hr. 

2 Graves mako a $1,000 political contribution, is t hat 

3 correct? 

4 

5 

A 

Q 

That's correct. 

When did you learn of Hr. Horton's pressure 

6 on Hr. Cravco t o get him to make tho c ontribution? 

7 A That was -- I l earned of it shortly after 

8 that occurred, a c ouple of days after that. 

9 

10 

11 

Q 

A 

Q 

July o f '84? 

Yes. 

Now, we had the Saker-Childers Report in 

12 Janua ry; we had the Kyle Croft firin~ at the end o t 

13 January. And now you have knowledge that Hr. Hor ton i s 

14 putting the arm on Gulf Power vendors t c make polit ical 

15 contributions . 

16 Did you start an inve~tig~ t ion of Hr. Horto n? 

1 7 A Well, I talked to Hr. Ho rton about this 

19 partic ular i nc ide nt. It was Hr. Ho rton 's sto r y that he 

19 did not ask th is vendor to bill thi s b~ck to the 

20 c ompany. He merel y requested a po liti c al c ontributio;. 

21 or asked Frnie Conner, or one of the p~ople in that 

2 2 organization, to get a po l ltical c ontribution for o ne 

23 of the l ocal po lit i cians. And so you have a littl e bi t 

2 4 o f a conf l i c t i ng story there about wha t real l y 

25 ha ppened . 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

• 1 3 

1 4 

1 5 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

2 4 

25 

When I t ouna out about it, 1 talked t o J ake. 

I r eemphasized that we would not have or s tand fo r 

pressure being put on vendors to Maku pol ! t ical 

contribution s . Jake said i t was a misunderstanding and 

he would refund the money. An d I thought that's the 

way it wus unti l a couple of years later. 

Q I'm rea lly curious about ~ometh ing you said 

there. You said you "reemphasized." When did you tell 

h ~m the first time? 

A Well, I don't rec all when I told him the 

f j r st time. But I know since I have b ... "-·· at Gul! 

Powe r, I have emphasized the tact tha• we would not put 

pressu~e on vendorb to make political contributions. 

Q You do~'t r ecall ever discussi rg polit ical 

contributions by ve ndor s with Kr . Horton prior to July 

of 1984 ? 

A I don't recall specifically. 

Q Did Mr. Horton receive a written r e pr imand as 

a result o f this act ivity? 

A No. 

Q And you don 't remember it he qot a bonus for 

that year? 

A No. 

Q Can we go to Page 29 of that document, 

please, si r, of Exhibit 396? And this is another 
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18 
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20 
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24 
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curious question, si r . The last ~entence o f tha t s ays, 

" DPta ils of this tr~nsaction are 1ncluded 1n a ~emo t o 

the f i les in the Executive Department." And 

o.-iginally, I thought that was Hr. Scarbrough 's earliet· 

memo he re, but Hr . Sca rbrough's ~emo is dated a 

month-and-a-half later so it can't be that memo. 

Could I get a copy of the memo referred to in 

the October Jrd memo as a late-f iled exhibit? 

A If it's available, you can got a copy. 

Q Excuse me? 

A r said if it' n available, you c an get a copy. 

HR. VANDIVER: Okay . That would be? 

CHAIRMAN WILSON: 548. 

HR. VANDIVER: 548, "Graves' Cont ribution 

Memo," would be a good short title. 

CHAIRMAN WILSON: Okay. 

(La te-F i led Exhibit No. 5 48 i dent i fied. ) 

Q (By Hr. Vandiver ) Now, s1 x months b'tore you 

had Ky le croft, Saker-Childers, and in both c ases 

ethical conduc t was involved, and in both c ases Hr . 

Horton wa s right in the middle of it. vou were 

su~picious very much by thid time, we re you not ? 

A Correct. 

Q By the wa y, did you seek Hr . !lorton' s counsel 

1n the emp loyee DUl si tua tion we disc ussed c arl1er? 
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A I did not seek his counsel. lie ..,as invol ved 

2 in it. As a matter of tac t, he 's the one that ca~e to 

3 my house and told me about th~ a ccident. 

4 

5 

0 

A 

Okay. You mean Hr. Horton ? 

Hr . Horton came and told me ~bout the 

6 accident on the weekend. 

7 0 I see. So it wasn't the a c~ua l person 

B i nvol ved who contac ted you. It was Hr. Horton aga ! n 

9 involved in it? 

10 At that tim~ , Mr. Lambert waa in the Cou nty 

11 jail, I think. 

12 

1) 

0 Now --

COMMI SS I ONER BLARD: Let me -- you said 

14 something earlier. I apo logi ze for in terrupting yo~. 

15 

16 

MR. VANDIVER : Sure. 

COMMI SS IONER DEA.RD: Juct a kind of a side 

17 note. The reason that you all c hose not to file 

18 Company report s , this, t hat and thP other, was just t u 

1 9 handle it qu1et l y , I think. Is that a fa ir assess~ent , 

20 not have a lot of publ i city out in public? 

2 1 

22 

WITN ESS McCRARY: That' s c~rrect. 

COMMISSION F.R BRkRO: Okay. That struck me , I 

2) guess, as unus ua l . I know in little old Bradford 

24 County where I am, they publish those names in the 

25 newspaper eve ry week just like cl ockwork. And I'm 
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227 

!trying to figure ou:.: -- I think the/ do in most places. 

• 2 I'm trying to figure out how you keep that not be i ng 

3 public when it's a matter of record in the newspaper. 

~ WITNESS McCRARY : We ll, we didn't try to keep 

5 it from being published . As a matter of fact, the 

6 arrest records are there and they're available to the 

7 newspaper, and they usually pick those things up; send 

8 somebody by every day and look at them. But apparently 

9 they missed that day. Now, whether it was because I t 

10 was New Year's Eve or what, I don't know. But they did 

J 1 .lOt p ick that up. 

12 COMMISSIOUER BEARD: I gu llss it would str1k e 

1 3 me - - I understar.d the thought process in one s e nse. 

14 But on the othP.r side of that, if it i F picked up and 

15 t he employees sec here he is DUI, perhaps they see it ' s 

16 i n the company ca r and, wel l, the Sompa ny didn't do 

17 dnything . That would be a pretty bad s ignal. kn old 

18 Safety Depa rtment man like me would have a tough t .me 

19 
I . 
be1ng out there on the line truck with a guy ta l king to 

20 ~ 1m about it and explain to him ho w that works. 

21 WITNESS McCRARY : Yes. 

22 COMMISSIONER B~: I cou l dn' t. 

23 WITN l:SS McCRARY: Wel l, i t \olas a c al c ulated 

• 2 4 !r isk, and it was not a popular dec 1s1on w1th some 

25 emp loyees. But it is something that we felt would be 
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25 

1n the be~t interest of the Compa ny , g iven al1 the 

advers e publicity that we had had. You know, i f we 

could keep from spreading that around, thon we ~hought 

it would be i n our best interests. And it did not make 

the h ~ad lines. 

r (By Mr . Vandiver ) I asked you earl ier about 

your relatio nsh i p wi~h Mr. Ho rton. What was Mr. 

Addi ;on's relatio ns hio to Mr. Horton? Ed Addison. 

A Well, they had worked together for a long 

time in the Company . 

Q They good friends? 

A I suppose they were. They cHd commuui c ate 

with eac h other q uite frequently. 

Q Ho w can you ind icate t hat Mr. Horton a c ted 

alone without any knowledge or approval of Gulf Po wer 

when the President of Gulf Pow~r at that time, Mr. 

Addison, had in fact accepted the appliances from Hr. 

Yarbrough, who worked for Mr . Hor ton ? 

A Wait a minute . I'm not sure that I 

und~rstand your question. If you wou ld go back through 

that again. 

Q Okay. How can you say that Jake Ho rton acted 

alone without any knowledge or appr oval of Gulf Power 

when the President of Gulf Power had accept~d goods and 

services without pay ing for them in wa ys involving Jake 
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1 Horton ? 

2 KR. HOLuAND: Let me clarify something . 

3 The refe r ence that you're making in th~ 

4 testimony, I believe , is a reference to the acts to 

5 which the Company pleaded. And the appliance sales and 

6 the appliances that Hr. Addison rece ived had nothing t o 

7 do with the Appleyard account or any of the other 

8 accounts that I'm--

9 HR. VANDIVER: I don't believe they did, 

10 either . But he test i fied earlier that what h a ppened 

11 was that Hr. Addison had gotten some quantity of 

12 appliances and that he had not been bill~d for those 

13 appliances. And that what happened is Hr. McCrary here 

14 called up Hr . Addison and said, "TherP's been a 

15 mistak e , we forgot to bill you," and then Hr . Addison 

~6 sent him a check. 

17 MR. IIOLLANO : What does tha t have to d o ~o~i th 

1 8 Hr. Horton? 

I 'il MR. V~DIVER: Well, the prem1se here, a s 

20 understand Gulf Power's cheory o f th e c ase, ls that Mr . 

2 1 Horton a cted completely alone and without the knowledge 

22 of anyone else in Gulf Power. 

n HR. HOLLAND: I'm not trying to argue w1th 

• 24 you, but the reference on Page 10 of Mr . McCrary's 

;> 5 test imony . 
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2 

HR. VANDIVER: Uh-huh. 

HR . HOLLAND: l s with reference to the 

l improper a c tivities described in tho plea agreement and 

4 the Government Statement of Facts. I don't think 

5 either one of the documents has any reference to the 

G appliances. 

7 MR. VMlDI VER: I'a jufit r~ferring to what h~ 

8 said on the stand earlier. 

9 HR. HOLLAND: J mcsj" have misunderstood what 

10 he said , but I don' t recall h im ~aying anything o r 

11 making any connec tion about Mr . Add 1son and the 

12 appliance sales, or t h e appliances an~ Hr. Horton. 

1) HR. VANDIVER : We c an g o bac k t o that exhlblt 

14 and we can walk through it. Hr . Yarbrou~h wo rked f o r 

15 Hr. Horton. I thought we established that. 

16 HR. HOLLAND : I don't th! Lk we establi s hed 

17 that Hr. Horton wa s aware of what had h a ppened. 

18 

19 Q 

HR. VANDIVER: Fair enouah. 

(By Mr. Vandive r ) Was Mr. Hor t on aware of 

20 the a pplianc e deal with Mr. Addison? 

?.1 

2J 

2) 

2 4 si r. 

25 

A 

Q 

A 

Q 

I d on't know. 

You n e ver discussed it with him? 

I d o n't r eca ll discussing i t with him, no, 

You mean that one ot Mr. Horton's employees 
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1 engaged in a questionable ethic al a c t, to say the 

2 least, from your ear1ier testimony --

3 A Let me change that . 1 don't re~ember 

4 discussing it with hi ~ before we f ound out abou c it . 

5 Put it that way. 

6 Q Did you ever get any sort of informal 

7 i nformation regarding ~r . Horton's illega l or uneth tcal 

8 behavior? 

9 

10 

11 got? 

12 

A 

Q 

Anonymous l etters have a l luded to that. 

Tha t was the o n ly informal knowledge you e ver 

No. I have had other communi c ations that 

13 indicated that someth ing was not exac tly riyht. 

14 Q What kind ot communications and whom were 

15 they with ? 

16 A Well j ust with various people that didn't 

1 ~ agree with the way he approached thi ngs . 

18 Q can you name one individual o! th is qrour 

19 that you had informally talked to? 

20 A (Pause) I can' ~ offhand. I know I have, just 

21 in ge neral con versat ion s with a number o f people , 

22 have been told that h is me thod of operatio n was 

23 questionable. 

24 Q And those su~picions began in early 198 4 w1th 

25 the Kyle Cr oft situation, the Saxer-Childers thing 
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1 about the ~ork on his home. They ~ere exacerbated by 

2 the Bill Craves o ituation? 

) 

4 

}\ 

Q 

Co1.·rect. 

By the appliance deal, the appliance sales 

5 irregularities , and these other informal contacts you 

6 had had. Io that correct ? 

7 A That's correct. 

8 Q I wvuld like now to ~irect your attention, if 

9 I could, to Exhibit No. 382. r don't believe you have 

10 a copy of that. Let me bring it over to you. 

11 

12 

13 Page l6A. 

14 

15 about 388. 

16 

COMMISSIONER 8~: Where do we find 382 ? 

HR. VANDIVER: Under 3o2, anC I w1ll be on 

COHMISSlONER 8~: We ll, my SldCK starts at 

HR. PALECKI : That' s prefildd testimony of 

:7 Robert Freeman. It's attached to his prefiled 

18 ~estimony. 

19 

2 0 

COMMISSIONER 8~: Who? 

HR. PALECKI : Robert Freeman. Bob Freema~ . 

2 1 Staff witnes s. 

22 COMMISSIONER BEARD: I knew it wasn't in thi s 

23 stack. Okay. (Witness supplied exh i bit ) 

24 COMMI SS IONER B~: We're g o lng to be on 

25 what page? 
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1 

2 

) 

4 

5 Q 

MR. VANDIVER: 16A. 

COMMI3S IONER EASLEY: Say it again. 

MR. VANDI VER: 16A. 

COMMISSI ONER BEARD: Got it. 

(By Mr. Vandiver) What I'm i nterested L ·, is 

6 the very last sentence on that page. Mr. McCr ary . 

MR. VA.t'DIVER: I'm sorry , Commiss ioners, d o 7 

8 

9 

you not have it yet? I apologize. (Pause ) . 

COMMISSIONER EAS LEY: 16A? 

10 CHPIRMAN WILSON: 16A at th e bottom. 

11 Is this an exhibit or j ust Page 16A of h1s 

12 test imor.y? 

13 

1 4 

15 

COHMISSIOUER BEARD: No, in the exhibits. 

MR . HOL~~D: Would be the 1988 Audit. 

COMHISSiotlE.R EASLEY: ls t.nere any other pdge 

16 number on there? 

MR. VANDIVER: This is t r.e lettel· from Mr . 

13 Fel l, or the memorandum from Hr . Fell. 

19 COMMI SS I ONER EASLEY: l' 11 look o ve r your 

2() shoulder. 

21 Q ( By Hr. Vandiver) The last 3entence o n tha t 

22 page i ~dicates that Gulf Power did no investigation of 

2) Mr. Horton ' s activities as of the d a te of that letter? 

24 !s that co n e c t ? 

2S A Th4t ' s correct. That' s what i t says. 
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1 

2 

) 

Q 

A 

Q 

When did Hr. Kickliter reL i re ? 

I think it vas about April ot '89. 

Did he ever receive a writte n reprimand !or 

4 the truck deal or anyth1ng like that? 

5 

6 

A 

Q 

No. He didn't. 

Okay. And Hr. Horton was still on the 

7 payroll and still had never been inves tigated at the 

8 time or h i s death? 

9 ~ell, there had been an investigation by tho 

10 Au1it comm i ttee. 

11 Q We've walked through part of that today, 

12 h a ven't we , Hr. McCrary? 

1) 

14 

, ' 

16 

17 

A 

Q 

I ardon? 

we have been through part or th~t today, 

haven't we, sir? 

A Yus. 

Q 8 1t there was never an investigation o! J ak e 

18 Horton perso nally up through 19897 

19 A No . Up until the Audit Comm i ttee began i ts 

20 i nves tigd ti0 n in the fall of 198 8 . 

2 1 

22 

Q Whl t is a Gulf Po~er --

MR. HOLLAND: Ron, let me s t o p you just a 

23 ~i n u te a nd cl ar i ty s o mething . 

Yo11 a s ked the quest ion, were t.he 

2~ i nve s t i gations - - Wd S there an inv e s t i gati o n of Cu l t 
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23 

2< 

l ~ 

Power company? And i t may be a matter or &emantics, 

bu t wa s there a "Jake Horton," quote, " investigat ion." 

The answer is no 

I think the question might be more properly 

(:hrased, " Wa s there an investigation or investigations 

of Jack Horton' ' activities?~ 

KR. VANDIVER: And perhaps you can ask that 

on redirect. I 'm just going on what the Company lette1 

says, it says ttere's no investigetion or Jake Horton. 

MR. HOLLAND: Okay. 

CHAI RMAN WILSON: Go ahead. 

Q (By Mr. Vandiver ) What's the Gul f Power 

Employee's Comnittee for Responsible Government? 

A That's the PAC. 

Q Is tl.at the organization known in the media 

as PAC I '"' 

A PAC l . 

Q How does this PAC work, through payroll 

deduc t1ons? 

A It c an be payr~ll deducted. It's the 

standard legal PAC that a lot of organizatjons have. 

Q Who decide s where the PAC money goes? 

A It' s dec ided by a committee of employees that 

Q What' s your role in the spending d ec1sions? 
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25 

A None . 

Q Whtit was Mr. Horton's role in the spending 

decisions? 

A You know, I don't really know. I'm assum1ng 

t hat the PAC Committee got input from Jake Horton 

because he wa s very much involved in politics, so I'm 

assuming that they got some input from him. 

Q Let's go back to Exhibit 414, ir we could , 

pleas e , Mr. McCra r y. 

A Tell me what 

Q That's Jake Horton's job descript i on. I am 

en Page 16 o! 18. No , it's not. That w~s Mr. 

Fisher's. I apologize. That's Page 5 o f 18. 

A All r i ght , sir. 

Q It looks like Mr . Horton 's j ob descriptio n 

was part of i t was politics, wa 3n't it? 

A He was in cha rge of governmental affai rs, 

yes . 

Q rn · identally, I notice on Page J of 18 t hat 

the third pa r agrdph down, the i nc umbent 1s r esponsib le 

for ~11 these wonderful th i ngs. 

Wa it ona second. Who are Hayes Associates? 

A The y are a consulting gro up t hat w~ did use 

to help us set job levels and things o! t •1at na t ure. 

And they're the only pr ivate o r qaniz a t 1on t hat's 
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• 

1 mentioned in Mr. Horton ·s job descriptlon. That's on 

2 Page 4 ot 18, second paragraph from the bottom wher~ it 

3 talks about Hr. Horton's outside contacts, and it's got 

4 all those governmental agencies, plus Hayes Associates? 

6 

7 

8 

A 

Q 

Right. 

And th~y are a personnel type outfit? 

Right. 

COMMISSIONER BEARD: They designed a pay plan 

9 so complex that on ly they can administer it. 

10 Q (Ry Mr. Vandiver) Did you and Mr. Horton 

11 ever review PAC I contributions on a regular basis t o 

12 see what was comi ng out of the PAC, wh~re it was going ? 

1) 

14 

15 

A 

Q 

A 

on a regular basis, no. 

On an irregular basis? 

At times we would talk about who the PAC 

16 contributed to. 

'7 Q And that was in your one-on-one or in your 

18 sta ff meetings? 

• 9 A Yeah, or an i ncidental th1ng . 

20 Q do Yvu know what the litmus test was for Gulf 

2 : Power support? 

22 

23 

24 

25 

A 

Q 

A 

Q 

I'm sorry, the witness test ? 

Litmus test. 

Litmus test? No, I don't. 

What is the organization identif i ed in the 
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media as PAC II 

2 A PAC II, so-called PAC II, was as loose 

J organization or employees that wou ld make - - would pool 

4 their money to make political contributions t o 

5 political candidates . 

6 

7 

Q 

A 

Why wa s PAC II started? 

It was star~ed prior to the Lim~ that I came 

8 to Cult, and it's my understanding that it was started 

9 because ce r tain individuals were closest to the general 

10 office were being asked t o make political contribut i ons 

11 more often than people in out l ying dreas . So this was 

12 a way tha t everybody could share in the maki ng of these 

13 political cont r ibutions who elected to d o so. 

14 Q could you look at Exhibit No . 41J at Page 42 ? 

15 This is t he plea agreement wi th the United 

16 States Government. 

17 

18 Q 

CHAIRMAN WILSON: 41 37 

(By Mr. Vandiver) 41 3, P~qe 42. And I 

19 apologize, Mr. McCrary, unfortunately the language 1 

20 want you t o look at is bracketed. I thought these were 

21 clean copies. Out , could you read that sentence (or 

22 us, please? 

23 A "Testimo ny and evidenc e wc>uld show that PAC 

24 II wa~ begun by ~ul ~ Power in response to complaints by 

25 ~ulf Power Company vendors and employees that they had 
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18 

19 

20 

2 1 

22 

2 3 

• 24 

2 5 

been pressured into making political contr ibutions on 

behalf of Gulf Power Company." 

0 And that was before your t i me at Gulf Po wer? 

A That' s correct . 

Q Now, am I correct that this ia an i nformal 

organization made up of your 100 top managers ? 

A Generally that's about correct, but i t 's not 

a requi r~mcnt or was not a requ irement that anyone had 

to participate in the so-called PAC II . 

Q And it's entirely voluntary then? 

1. Right. 

Q Is it true that 9 5 \ o f thooe e ligible 

part icipate? 

A That was probabl y correct. 

Q To what do you attribute thls P-stounding 

per-centage? 

A Well, we j ust support good government. 

Q You mean you're asking people to tak e monP-y 

o ut of the i r pockets , a nd 95\ say yes ? 

P I'm-- you k now, I have to ' ssume that. 

Q would you agree that some o f the 95\ 

contribut e because they believe it' s expec ted of them ? 

A That's protably correct . 

Q Now, in the PAC 1 c a se, Gulf de~ ided wh1 c h 

ca~pa~qn to contribute to, or your -- the Committee 
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d i~, is that correct? 

A That's correct. 

0 And as I understand PAC II, c andlOaLes 

4 approa c h Gulf Power for support, is that cor r ect? 

5 

6 

7 

A 

Q 

A 

That's correct. 

Who did they approach? Hr. Horton? 

Wel l, that request could come !rom any~ne at 

8 Gulf Power. 

9 

10 

11 

0 

A 

0 

Anyone? 

That's right . 

Ha s anyone ever approached you to solicit 

12 Gu lf Power support !or a political campaign? 

1) All the t ime : get t he requests tor campaign 

14 cont r ibutions . 

15 Q Who made the decision a s to who t o support on 

16 ~AC II? You may want t o take a l ook 't Page 4 J o f 

17 Exhibit 41 J in that respect , speaks to that. 

18 

!9 

A 

0 

Wha t wa s the p age number? 

43, sir. It's t hat middle pa ragraph where 

20 they're talking about the Executive Committee for PAC f l. 

21 

22 

A 

Q 

All right, sir. 

And basically we have a litmuo test here of 

23 1f they are good tor Gul f Power, they got the support ? 

24 

25 

A 

0 

That's what this says. 

That's the Government talking though, 1sn't 
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1 1 t? 

2 A That's correct, but I know there have been 

3 times whera one group i n the company would contr ibute t o 

4 one candidate, anoth er g roup would contribute to his or 

5 her opponent. 

6 Q Well, I understand that happe n s all the time 

7 in our politica l world , doesn't it ? 

8 

9 

A 

Q 

It does. 

Who decided o n the level of c ompensat ion 

10 under PAC II ? Mr. Kicklitor? Mr. Horton? 

11 A The level or contributions that were made by 

12 the individuals or the level or c ontribution that was 

1) made to the c andidates? 

14 Q Well, you explained earlier that ~AC II was 

15 th is big pool of money and that Gulf Power employees 

16 contribute into that big pool, and now we have the 

17 money going out t o various political c andidates. And 

18 want to know who decided which candid~te, and after 

19 they decided wh ich c andidate, how much was that person 

~ 0 going t 0 get? 

21 A Well, that's not -- the charac~erization is 

22 not quite right because t here was no pool, no PAC II 

23 pool, as such, where employees contributed ~o the pool . 

2 4 As requests came in for pol itical contributions, 

25 someone would ask people if they supported Candidate A 
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and would th~y like to make a contribution ~o Candidate 

2 A. And they would eiLher make the contribution or not 

J make the contribution. They would write the check, not 

4 to a pool, but to that candidatd. 

Q So it was a personal decis ion on the part of 

6 your executives then in PAC II? 

7 

8 

A 

Q 

That's right. 

How much total ~oney aro wo talking about on 

9 a yearlv basis for PAC I ? 

10 A I don't remembe r t.hose figures exactly, but 

11 it -- I think it was in the neighborhood of $20,000 in 

12 PAC I. 

1) 

14 

Q 

A 

How about PAC II ? 

PAC II was probably a total of $5, 000, and 1 

1 5 think I'm in that neighborhood. 

16 Q $25,000 of politica l cont :i but ions going 

17 through your legally constituted PACs? Is that a fair 

18 statement? 

19 

20 

A 

Q 

$20,000 through the lega lly constituted PAC. 

And there was considerably more money going 

2 1 through the other ways of getting money t0 political 

22 c~ndidates, weren't the re? 

23 A Approximately $5,000 through individual 

24 contributions. 

25 Q Well, that takes us to the plea agreement, 
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18 

19 

20 

21 
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23 

24 

25 

Mr. McCrary, and we are winding down, s o -- l n pl~~ 

barga i ns both sides usually get something. Uhat di d 

Gul f Power receive as part of that give-and-take 

proce&s? 

A We ll, we had removed from us the threat or 

indic tments , numerous indictments against the Compa ny . 

It's my understanding in the discussions with the u.s . 

Attorney that they could have taken each one or the 

a ll egat io,s o n the Apple yard ledgor and made a separate 

count o f tha t. We had the expense of a long legal 

trial, which would have occurred had we had we been 

indicted, and the possibility o! a sizable penalty it 

the number of counts were as l arge as the U. S . Atto r ~y 

indic at ed they might be. So in the plea a g reement we 

had that removed from us and we had the publicity tha t 

wo u ld have been associated with t hat long tr i a l removed 

t r om u s , and our desire was to put this t hing beh i nd 

us , to pu t i t t o bed, pay the fine and move on d o wn the 

r oad. 

Q hhe n d i d your settlemeht discus sions with th e 

u. S . atto rne y be gin? You refer t o the s e t tlement 

discussions in your direct, Page 11, Lines 12 thro ugh 

1 4. 

A They be gan shortly after t he pla ne c ra s h in 

w~ich Mr . HotLOn was k il led. 
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Q That was April of 1989? 

A That's AFril the lOth is when the plane c rash 

occurred, and it was aometime after that, ma ybe a month 

or so, that the d iscussion started . 

Q You saw the Appleyard ledge rs in the fall o f 

1988? 

A That's correct . 

Q Were vou advised at that time but by your 

counse l that those cou ld possibly constitute a 

vio lation or law ? 

A Yes, 1 kne~ that. 

Q And you didn't start talk ing t o the U. S. 

attorney unt i l after Mr. Horto n's death, t c neqottate a 

plea bargain? 

A Well, I'm not sure t hat there had not been 

some earlier discussion. I'd have t o ask my counsel 

a bout tha t . I didn't participate 1n those settlement 

agreements, discuss ions. But I doubt that the Comp~ny 

s t arted these discussions pr ior t o the death of Hr. 

Horton because I think except f or lhat, the Company 

would not have been indicted. 

Q Except fo r the activiti es o f Mr. Ho rton? 

A I don't t hink the Company would have been 

indicted on t he activities of Mr . Horton. 1 tl"l ink that 

would have probably been a personal indictment. 
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1 0 I'd like t o no~ turn your attention back to 

2 the plea agreement, that's Exhibit 413, at Pages 9 and 

J 10. (Pause) Item 31 indicates a contribution made by 

4 Hr. Yates and charged to Gulf Power on July 15th, 1985 , 

5 is that correct? 

6 

7 

A 

0 

That's correcc. 

Why was Gulf Powe~ Company interested 1n the 

8 re-election ot a Colorado Senator? 

9 

l C 

A 

0 

I certain ly waG not interested in any. 

Okay . On the next page we see $2,000 aga1n 

11 on the Hammer & Yntes account to Senator Hart's 

12 presidential campaign on Ju l~ 16th, is that correct? 

lJ 

14 

A 

0 

That's correct. 

The next item concerns a $1,000 contribution 

15 to Gary Hart , th 1s time laundered through the Di c k 

16 Leonard Group, on July 18th, 1985. 

:7 

lB 

19 

A 

0 

(Pause) 

That's correct. 

Now, let's go to Page 34 of that document. 

I misspoke, it's 37 , Page J7. And there we 

20 see a check on July lOth, 1985, to the Dick Leonard 

21 ~roup to the Pensacola Sports Authority, i~ that 

22 correct? 

2) 

24 

A 

0 

That's correct. 

So basically we have three separate illegal 

25 political contributions f or a total o f $3, 500 , a11d an 
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illeg~l $1,500 payment to the Pensacola Sports 

Association in the same month, is that correct? 

A That's correct. 

0 Wouldn't these illegal activities have 

c o nsumed an a1o1ful lot cf Kr. Hortou's time? 

A Well, i~ 1o1ould appear that way. 

0 I mean just about every day he 1o1as t:uttinq a 

check or something, 1o1asn't he? I mean, he had t v let 

~he agencies kno"' ~ho to contribute to and how much, 

right? 

A That's correct. 

0 He then had to be certair the false vouchers 

1o1ere paid, right? 

A Right. 

0 He would then also have t o check and see 1t 

the vend , :-s actually made the! co.1tribut i ons, wouldn't 

he? 

A I suppose that's right. 

0 And it's your testimony that he never 

discussed any of these matters with you ? 

A Absolutely not . Not tha~ they had occurr e d. 

We had numercu s diacussions on the fa c t that they 

should not occur and I inquired about 1 t on a numb e r o f 

occasio ns, but IJ~ didn't learn about the Di c k Leo nard 

involvement until about the time th a t we -- I kno\· we 
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wer e having discussions with the U. S. Atto rney about a 

settlement whe~ we learned ot the Di ck Leonard 

involvement. 

Q All of these political contributions were 

fraudulentl y bi lled to above-the-line a ccounts, we r e n 't 

they? 

A I do~'t thi nk they were a ll bil led t o above-

the-li ne accounts . Poss i bly aomo of t hem w&re a nd some 

of them were not. 

Q But these, you would agree ~ i th me that these 

July 198 5 trans actions are only the tip o f the i c ebe r g , 

aren't they, Hr . Mcc rary? 

A The Ju l y ' 85 --

Q The p l e a agreement deta i l s 1 20 s e p arate 

illicit t r ans act i ons on a more or less c ontinuous bdsis 

f r om 1 981 unt i l late 1988 . Would yo u ag r e e with that? 

A Ye s . 

Q Hr. Ho rto n must have lived in c o ns t ant fear, 

worried tha t you we re go ing t o f i nd o u t, musn ' t he? 

A I' m sorry, I didn't hear yo u . 

Q Wouldn't Hr. Horton ha ve been t et ri f i ed 

c on3tantly tha t somehow you we re g o iny t o f i nd out 

about a ll th is il l ega l ac t ivity a nd dism 1ss h i m f rom 

h is position. 

A I t h i nk he was c oncerned abou t i t . 
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1 Q 

2 McCrary. 

3 

I have no further questions. Thank you, Hr. 

CHAIRMAN WILSON: Questions, Commissionero? 

4 KR. VANDIVER: I've been informed we have a 

5 problem with an exhibit. If we could have just a 

6 minute. 

7 COMMISSIONER EASLEY: While you're doing 

8 that, let me just follow up on that. 

9 In response to a question a minute ago by Hr. 

10 Vandiver, in discussing these activities with Hr. 

11 Horton you said that he didn't discuss them with you 

12 from the standpoint or telling you that they we re go ing 

13 on b~t that you had discussions that they shouldn't qo 

14 on. Would you explain tnat to me , plaase ? 

1 5 WITNESS Mc CRARY: Yes. I continuously 

16 emphasized that we would not pressure vendors to make 

17 political contributions, vendor s or employees, and 

H ! c ertainly that we would not have these thl ngs billed 

19 back to the Company. 

20 COMMISSIONER EASLEY: What was the reaso n for 

21 that d i scussion? Did you have some r e ason to bel i eve 

22 that that 's what he was doing? 

23 WITNESS McCRARY: There have been allegat ions 

24 or those types of thlngs. 

25 COMMISSIONER EASLEY: The pressure I remember 
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1 hearing the discussion of, but thi & ~as at a point in 

2 exami~ation that you were talking about the illegal 

J contributions that were made . Did you have reason t o 

4 believe that he was participating in the illegal 

5 contribut ions as ~ell? 

6 WITNESS McCRARY: Not until not unti 1 

7 after the plea agreement or not u ntil no, not unti 1 

8 we saw the Appleyard ledger in the fall of '88. That 

9 had some politic~! contri~utions on the ledger. 

10 COMMISSIONER EASLEY: Okay. So the 

ll discussions that you had to tell him not to do these 

12 things were really referring bac k to the pressu r e and 

lJ t he illegal charge-backs rather than the contribut i ons 

14 t hemselves? 

15 WITNESS McCRARY : Yes, ma'am . We had had 

16 ~!legations that vendors had bee~ pressured to make 

17 political contr ibutions and had been asked to bill the m 

: a back to the Company. 

19 COHMISSIONF.R EASLEY: Thank you . 

20 COMMISSIONER BEARD: The Baker-Childers 

21 ~ Report, after that came out, I'm trying to understand 
I 

22 

23 

24 

! because I think I either misheard you or misread. 

! that point in time you centralized sec urity? 

I WITNESS McCRARY: That's correct. It ~as 

I 
25 a bout April of 19 84. 
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1 COMMISSIONeR BEARD: And tho 11 at some point: 

2 in t i~e, and perhaps it' s about the ti~e that Sake r 

J publ jshed another report you chose t o decentralize tho 

4 secuJ ity ? 

5 WITNESS McCRAR~ : We decentralized in 

6 prob~bly 1987. There was an organ izational study made 

7 that indic ated that we could save some money by 

8 decPntralizing security. And we did that. 

9 The ma jority o f tha soc urity operat i ons has 

10 to 1o with c urrent thuft, accident i nvestigation, 

11 ph} sical security in the areas in whi c h they are 

12 lo<ated. That is, you have investigator s in Panama 

13 City who investigate t he a ccidents in ?anama City who 

14 wo : k with the account ing people there o n current theft, 

15 and things of that na ture. 

16 COMMI SSIONeR BEARD: Whc did they answer to 

17 in Pensacola? 

18 

19 

WI TNESS McCRARY: I'm sorry, 1 didn't h~ar. 

COMMI SSIONER BEARD : Who d1d they answer t o 

20 in Pensacola? 

21 

22 

WITNESS McCRARY: They answered to Hr. fell . 

COMMI SSIONER BEARD: They did answer t o 

23 somebody in Pensacola? 

2 4 

25 

WITNESS McCRARY: They did answer t o Tom Baker. 

COMMISSIONER BEARD: Not to li ke a d ist r J<:: t 
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1 manager o r something like that? 

2 

) 

WITNESS McCRARY: No. 

COMMISSIONER BEARD: I thought 3aker had 

4 gotten moved. 

5 WITNE~S McCRARY: Baker got moved to the 

6 central divis ion as a resident investigator 

7 COMMISS IONER BEARD: You took all or your 

8 security out o! Pensacola? 

9 ~ITNESS McCRARY: No. we have two security 

10 people there t hat look after the building and 

11 coordinate d r ug tests in Pensacola and thu other 

12 physical security activities 1n the Pensacola area. 

13 

14 

15 

16 

' Mr. Fell. 

COMMISSIONER BEARD: 7 hey answer direct l y t o 

WITNESS McCRARY: Yes. 

Let me clear t hat up, Commissioner. Exce pt 

17 for those investigators tha~ re~ort to the western 

18 div1sion in Pensacola. I was think i ng o f the two 

19 people that we have left in the general office of 

20 Pensacola, they repo rt to Hr . fell . 

2 1 COMMISSIONER BEARD: Okay. 1 n a number of 

22 these documents, I've seen figure s ranging from -- you 

2 J testified to $8 5 ,000 to 113,000 that Croft admitted to, 

24 plus the 4, 000 tn~ t Brazwell admitted t o , ranging 

25 somewhere in the $85 to 110, 11 ~,000 r a ng e of th1ngs 
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that were gone, stolen. And it appears t hat 

2 approximately the same time, you have an audit, the 

) real o ffi cial final audit, not the first one that never 

4 got comple ted, that s~ys you're only m1ss1ng 8 , 000. 

s There is a pretty big discrepancy th~re. 

6 WITNESS McCRARY: Well, that was a warehouse 

7 audit of the inventory in the warehouse. Some of Lhe 

8 things that Kyle Croft was involved in were in the 

9 nature of purchasing materials for use on his o wn home 

10 that he was building. 

11 

12 

COMMISSIONER BEARD: We l l, I'm going t o 

WITN ESS McCRARY: That wouldn't show up in 

13 the warehouse audit. 

14 COMMISSIONER BEARD: -- I'm going to the 

15 inve stigative report, Saker-Chi lders, which is Exh1b1t 

16 )ql, Page 36 of 182, the statement by -- I guess this 

17 is Croft, I believe, no, excuse me, John L. Matthews. 

18 in the middle of the page, "I estimate that l have 

19 pers onally delive r ed appr o x imately $60,000 worth of 

20 materials, parts and une appliance from Gul! Power to 

21 L~ne Power. Both Kyle Croft and Lamar Brazwcll had 

22 instructed me to make those del i veries. " 

2J That sounds like, with the exc eption o f one 

2 4 appliance , $60,000 worth that c~me out of invento ry i n 

25 th~ warehousCJ. !t sounds that way. And it sats d o wn 
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1 further o n , "I estima te that over and above the 

2 

) 

materials which I have d e l ivered to Line Power, I have 

reserved and been involved in delivering o ver $50,000 

4 worth o! materials !rom the wa rehouse to the repair 

5 s hop. So we're talking i n the neighborhood of 

6 $100 ,000, that if you bel ieve this, have come out of 

7 the warehouse, from one quy, and I 'm assuming overlap 

8 in these croft n umbers, a nd the Matthe ws numbers that 

9 maybe they · re even the same thing. Even f ollowing that 

10 a ssumption that th~y're talking abo~t the sam~ stu ff, 

11 there is a pretty good d i fference between 8,000 and 

12 100,000 . 

13 

14 

15 

WITNESS McCRARY: Tha c ' s correct. He doesn't 

say over what period of time he's talking about. 

COMMISSIONER BEARD: Would i t matter? I meo.Jn 

16 you have a n inventory that's a runn ing sheet aga1nst 

17 each other. Do you do an annuaJ inventory every ye,r ? 

18 WITNESS McCRARY: I think it ' s -- we 1 1 . 1 n 

19 t h ose days, I think we were doi~q an inventory about 

70 every two years. I th i nk I'm righ t on t ha t. It's do:1e 

21 much d i fferent from thdt today. We make cycle accounts 

22 on --

23 COMJ-IISSIONER BEARD : At each o ne o f those 

24 auditt:J , when you i1ave -- let 's say an auriit that was 

25 done in 1980, you've got S20,000 worth of material 
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missing. You write that off? I mean, you 've go t t o 

2 a c count f o r it some way. 

3 WITNESS McCRARY: Yeah , you'd have to ask Hr . 

4 Sca rbrough about t hose writeo!fs. I really don't know. 

5 COMMISSIONER B~D: Okay. I mean, 

6 otherwise, I ha v,. t o assume that the ' 83 audit, there 

7 was only $8,000 missing and the other 9 2,00 0 ~as slolen 

8 before that t ime . That's t .he only way I can mak t: that 

9 assumpt ion. 

10 WITNESS Mct:RARY: Yeah. Of course, you get 

11 back t o the estima t e of Mr. Matthews, that's an 

12 off-the-cuff figure t hat he gives. When you s tar t 

13 trying t o pin some o f those t hing s down, it's very 

14 difficult to do t o say, " Specific ally on th is date I 

15 loaded this muc h wire and took t o some o ther plac e." 

16 COMMI SS IONER BEARD: On Page 39 of 18 2 , down 

17 a t the bottom , it talks about the old al umi num on the 

1d old wooden reel s and scrap, and the n the accounten for 

19 is new aluminum. You've got a s wing there of about 

20 $ 19 , 000 , if you bel i e ve that tes timony o r that 

2 1 stateme nt. 

22 Is it your opinion that t hat was a lie? 

23 WITNESS McCRARY: No. But I wl ll say that 

2 4 just because the reel of aluminum i s ol d and has weed s 

25 growing out o f the s pool and those k inds of th ings 

FLORIDA PUBLIC S ERVIC E COMMI SS I ON 



1 

2 

J 

1 

5 

6 

7 

8 

9 

10 

11 

12 

• lJ 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

doesn't necessarily mean that it was not carried in 

inventory. It may be old mater ial that at that time 

was not useable, but it might have still been on the 

books of the warehouse. So it has to be counted or 

either written off. It has to be disposed of some way 

because it is part of tht inventory balance that you 

have to make. 

COMMISSIONER BEARD: Host of the warehouse 

people ThAT I'm familiar with deal with these kinds of 

things and deal with the scrap -- it's a common 

e"eryday deal, you have a scrap pile out there -- can 

pretty well tell the difference between scrap that has 

come back in and a reel of alJminum that's got plants 

in it. 

WITNESS McCRARY: That'~ r ight. 

COMMISSIONER BEARD: Okay. And so, you know, 

either this guy is -- 1'~ jus~ tryinq to determine 

whether or not this has the possib il ity of being an 

accurate statement. Because if lt dot!&, if it's an 

accurate statement, then you have an explanation of 

what happened, one p i ece of what happcneu on getting 

from t he initial inventory that wa d started a nd then 

redone and t hat figure down to $8,000, if you have a 

sequenc e of eve~ts. And maybe the people that were 1n 

the wa rehouse , all of a sudden seeing a ~roblem, 
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1 playirg CYA. I wa s just trying t o understand what you 

2 all's thoughts were about what went on . 

3 WITNESS McCRARY: Yes. Well, I don't w~nt to 

4 lead you to believe t hat I'm trying t o pa int a pretty 

5 picture of the ware house in the 1981-82 t ime frame, 

6 becaus~ it was not. And I would point ou t that this 

7 employ~e was , we late r found out, involved in the 

8 Leeper / Brazwell scheme ot kickbacks, and he's no l onge r 

9 with t he Company. So I have to question hi s moti1es. 

10 COMMISSIONER BEARD: Let me c hange a little 

11 bit. But '82, ' 8 3, '84 time frames, we re t he appliance 

12 sales considered a profitable ope r ation? 

lJ 

14 

WITNESS McCRARY: I don't think so. 

COMMI SSIONER BEARD : l'lhy, H it's not a 

15 profita o le operatio n , why would you continue to 

16 mean, I can understand why it wouldn' t be pro fita ble. 

17 I ran s o me math real quick and there were about $32 ,000 

18 that we r. t t o the contr ibution, polit ical contribution 

19 side, and you' ve got $7,000 worth o r mate r 1a l going to 

20 Georgia . I n competitive business, it's hard to ca rry 

2 1 tha~ kind o f load . But why do you continue that 

22 operati~n if it ' s not pro fitabl e? 

2J WITNESS McCRARY: We ll, as a matter of fact, 

24 we have ~ study goi ng now that we sta r ted probably a 

25 year ego to loo~ at the appliance sales to make a 
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determination i! it can be a profitab le operat ion or 

not. And it not, then we plan t o do SPmething with i t. 

COMMISSIONER BEARD: What's 1\ return on 

equity right now tor you all, roughly b dollars, do 

y::>u know? 

WITNESS McCRARY: $3 million? 

COMMISSIONER BEARD: Okay, I do~'t -- I just 

was curious. 

~ITNESS McCRARY: I'll have to ask ~y 

fi nancial mau. I'm told it's $5 milli on. 

C~MMISSIONER BEARD: Five fingers, right ? 

WITNESS McCRARY: That's rlght . 

COMMISSIONER BEARD: One last question. 

Do yo•l all have some kind or a hot-line 

message, someth ing that people ca.1 ca 11 in an..i get a 

message·? 

WITNESS McCRARY: \.Je h"'VQ what we call " Culf 

Today," whi c h is a telephone recorded message that we 

update eve ry day that gives the things o f inte r est that 

are happening to Gulf Power. Fo r example, I expect 

this morn i ng they'd have something on it about the ra te 

hearing starting today in Ta llahassee, things of that 

nature. 

COKKI SS I OllER EASLEY: Is tha t !01 the general 

public or i s that !or --
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l. 

WITNESS McCRARY: No , it's for ~mployees. 

COMHI ~SIONER BEARD: Who -- I mean, could the 

3 general public dial it up? 

4 WITNESS McCRARY: If they knew the extension 

5 number, they could dial i t, yes. 

6 COMMISSIONER BEARD: Do political messages 

7 get on there? 

8 

9 

10 

WITNESS McCRARY: No , sir. 

COMMI SSIONER BEARD: Okay . 

MR. VANDIVER : This may be an appropriate 

11 time t~ have one of those good news /bad news Yind s o! 

12 things. 

lJ I'm informed that the original 41 0 JiJ, in 

14 fact, contain the missing pages but they were ouL of 

15 order. The ne w 410 didn't contain two pages in t he 

16 original 410, so we've got to go bac k t o the original 

11 410, for whatever that's worth. 

18 CHAIRMAN WILSON: Fortunately (1 nd1 ca ting ). 

19 So the o riginal 41 0 --

20 

21 

HR. VANDIVER: ! s okey-dokey. 

CHAIRMAN WILSON: Is okey-dokey; just 

22 disorganized. All right. 

2 ) 

25 

COMMIS~IONER EASLEY: We throw away the 

second 41 0? 

HR. VANDIVER: The new 410. 
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1 COMMISSIONER EASLEY: The a lleycd 41 0 . 

2 CHAIRMAN WILSON: That's 41 0-A and 41 0-B. 

) MR. VANDIVER: And we thought we wer e q o 1ng 

4 to clear up the contusion. 

5 CHAIRMAN WILSON: Are you sure ? 

6 MR. VANDIVER: I've got it !rom the court 

7 reporters, a nd that's --

8 CHAIRMAN WILS0N: Th.st's goc d ef'ouqh tor me. 

9 COM1'1ISSIONI:.R BEARD: Oh, yeah, I d o have some 

10 others. I'm unorg a n ized here, almo~t as unor~anized as 

11 you. 

12 Let's go to 412 , it we can . oage 79 o f 112. 

lJ (Pause) 

14 Arc fOU there with me? 

15 WITNESS McCRARY: Yes. 

16 COMMISSIONER BEARD: Okay, that's -- there's 

1 7 f ive pages there that look likP a computer printou t , 

1B and I think these relate to Counts One, Count Tw~ . 

19 guess that's it ; there's only two count s they relate t o 

:20 

21 WITNESS McCRARY: Right. 

22 COMMISSIONER BE:A.RO: --I 'm assuming what you 

23 all pled guilty to in relationship with the grand jury 

2 4 and paid the $500,000 tine for, is that ~orre~ t ? 

25 WI TNESS McCRARY: Yes , s1 r. 
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COMMISSIONER BEARD: A couple o f things I'm 

2 trying to understand. On that very fi r st page you have 

J four it~ms listed up there with no dollar sign beside 

4 them in the amounts. Okay? No~ over in the comments 

5 sect ion, t he first one , for e xample , you Sdid , "To the 

6 knowledge of Gull, DLG ~as paid $5,280.13 for this 

7 ser vice." 

8 What's that based on? 1 mean , you have au 

9 acc~unt number. Do you know for a fact you did that or 

10 not ? 

11 WITNESS Mc CRARY: It's my unde rstanding that 

12 there ~as a tape made !or Jim Smith. Now , 

1) COMMISSIONER BEARD : Did you pay for it? 

WITNESS McCRARY: Well, lt was done-- I 

1 5 think it was done i n-house or a part o f it was done 

1 6 COMMISSIONER BEARD: ThiP says the Dick 

17 Leonard Group did it and you paid for it. You have an 

18 account 

19 WITN ESS McCRARY: We might have, and I real ly 

20 can' t explain why there's no money shown on there . 

21 COMMiSSIONER BEARD: We ll, .in all four ot 

22 these cases, it looko as though you ' re rleading guilty 

23 to something that you don't kno~ whether you're guilty 

24 ot 1t or not. 1 just am curious . And e 1 th£ r yo•l' ve 

25 got invoices where you pa id !or it, or yo u don't. 
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1 WITNESS Mr.CRARY: Co~~issioner, 1 d i dn' t put 

2 this together and I r e ally don't know 

) COMMISSIONER B£AR.D: Who is the .lpproved 

4 witness? 

5 CHAIRMAN WILSON: Who d id pu t this t oge ther? 

WIT NESS McCRARY: I'm aaouminq that wa s 

7 George Fe 11 . 

8 

9 

COMMISS IONER BEARD : I'll wait ? 

WITNESS McCRARY: But, you know, I don't k~ow 

10 wh j there's no money shown there t o r that. 

COMMISSIONER BEARD: Now, let me -- go o ve r ll 

12 

13 

t o Page 82 and Page 83. There's 

out because it struck me as odd. 

I just ~icked one 

" 10- 20 - 8J, Hemme r " 

14 Yates Condomi nium Renta l ." And on tt.e next pa";Je, 

15 "8- 2-8 4, Hemmer & Yates Condom i n ium Rental . " 

1 ( They're paying tor a condomin1um rental. Do 

17 you kr. ow what tor? 

18 

19 

20 

21 thi s was 

22 

WI TNESS McCRARY: I have no idelli. 

COMM ISS IONER BEARD: Who wou ld know ? 

WITNESS McCRARY; Well, I'm assuming that 

COMMI SSIONER BEARD: You ple d guilty to it, 

2J okay? No w if you p lea d guilty to someth ing, that means 

24 that Gulr Power, whomever it was at Gult Pow~r -- okay, 

25 and J'm not into that right now - - needed a condom1n1um 
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• 

1 

2 

J 

for something, okay? Didn't want it to show up on the 

I 
books and routed it through. 

Now, I was just cur ious who might be able to 

4 tell me what the condominium that was rented for and 

5 pled guilty to was for? 

6 

7 that. 

8 

9 Company? 

10 

WITNESS McCRARY: I can't -- I c an't answer 

COMMISSIO.~ER BEARD: Can someone i n the 

WITNESS McCRARY: No, sir, I doubt anybody i n 

11 the Company --

12 

lJ 

14 

15 

16 

COMMISSIONER BEARD : Why would you plead 

guilty to something you can't -- you don't hav~ any 

idea you're guilty of . 

HR. HOLLAND : Commissioner Beard 

WITNESS McCRARY: Well, this was only 

17 Appleyard's ledger. 

18 COMMISSIONER BEARD: We ll, 1! Appleyard, you 

19 know, does other illegal things, maybe they might l 1e? 

20 WITNESS McCRARY: They could have. But I 

21 think all these things, all these ind ivi dual items 

22 listed on here, ma de up one count. And if you had left 

23 that line off, we slill would have had that one count. 

2 4 COMMISSIONER BEARD: I unders tand that, okay ? 

25 But I just -- one of two things. 1 have trouble 
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l understanding pleading guilty for something th~t you 

2 didn't do vr trying to check out and find out. Or as 

3 an alternative, if you're rent ing ~ondominiums f 0 r 

4 whatever , maybe o fficials of ~ulf Power o r Southern 

5 Company or some th ing like that, how you wouldn' t know 

6 about it. One of two ways to cut this thing, to be 

7 honest with you. 

8 HR. HOLLAND : Commissioner Beard, let me try 

9 to help you. 

10 COMMISSIONER BEARD: Good . 

1 1 HR. HOLLAND : Because I wAs involved in the 

12 plea n~gotiations. 

1) COMMI SS IONER B&~: Okay. 

1 4 HR. HOLLAND : To the extent that • e wPre ab! e 

13 to, and t o a la rge extent we wer e abl e to, con firm that 

16 these acts did, in fact, occur . There were people 

17 in fact, the condominium, the quest ions were asked. 

IS !People couldn't remember who it was tor, but they 

place. 
1
remembered that the act too k We were able t o 19 

2J confirm that it took place . NuW --

21 COMMI SSIONER BEARD: How can you conf irm that 

22 i t took p lace? 

2) HR. HOLLAND: ~e c an confirm the fact that a 

24 condominium was rented f or Gulf Power' s ~urposes , f o~ 

25 a n ind i v i dual of Gulf ?ower Company . lt was not 
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1 confirmed who actually used the condominium, but it was 

2 acknowledged that the condominium was, in fact . rented. 

J The question here is not who was there? The 

4 question is: Was Gulf Power Company uillod for 

5 a omething other than what they actually received? 

6 COMMISSIONER BEARD: Tho question may or may 

7 not be who was there. I'm not interested in that. Let 

8 me suggest to you thac if someone r~nts a conde, it 

9 probably wasn't for one of your meter readers or ror 

10 your lineman. 

11 

12 

MR. HOLLAND: That's probabl y true. 

COMMISSIONER BEARD: And if it was rented f o r 

1J someone at a reasonably high level , reasonably high 

14 level executi"es prcbably xnew about it. 

HR. HOLLAND: It was not r~nteJ for an 15 

1 6 executive. It was rented by an exec utive for someone 

17 else. The executive acxnowledsed tnat it was, in ta c t, 

18 rented and that executive was Jake Horton because he 

19 was responsible for every one of trese accounts that 

2 0 are in this plea agreement. 

21 And you asked the question a re there things --

2 2 COMMISSIONER BEARD: Nobody else but Jake knew 

2 J that? 

24 MR. HOLLAND: That's right. And y o u asked the 

2 5 question did we plead to some things that we ·.oere not 
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1 certain of, and the answer is absolutely, we did. 

2 There are very few of them in here that fit with i n that 

J category, but there are some. 

4 CHAIRMAN WILSON: Can somebody tell me wh i ch 

5 ones o! those are, or do you know? 

MR. HOLLAND: I could go down th~ list and 

7 probably pick a few of them out. The point I'm try i ng 

a to make was that in the process of plea negotiations, 

9 we tried to get the things out o! there, the few things 

10 that ~e had some substantial doubt about, o r didn't 

1 1 have sutstantial evidence that t hey did, in fact, 

12 occur. The Government said, "We've got the facts to 

13 back this up. We know it occurred. We can prove it 

14 occurred, and there's no deal unless i t stays in 

15 there." And we made a calculated, c onscious decision 

16 to go ahead wi th the plea agreement without absolute 

17 proof tnat these things occurred. 

18 

19 

Now, what does that mean ? It means there's 

still two counts. If they took the m out , there would 

23 still be two counts. We were look i ng at two counts 

21 versus over a hundred counts. And 1n the proc ess o r 

22 negotiat i ons, we decided that it was in the best 

2 3 i nteres t of the Company to take the two counts with th e 

24 overt a c t s, a s they were described j n the p lea 

25 agreem~nt, p lead to those two c ounts , and get out. And 
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2 

) 

.; 

5 

6 

7 

B 

9 

10 

11 

12 

• 1) 

14 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

22 

23 

2 4 

25 

that ' s exactly what we did. 

CHAIRMAN WILSON : So if I read on Page 7 9 of 

112 here where it says, "West Florida Landscaping 

political contributions, summary item," gave no 

specific date other than sometime in 1982, or amount 

to the best knowledge or the Company, the amount of 

contribution was $8, 000? 

MR . HOLLAND: That's c~rrect. 

CHAIRMA.N WILSON: ~"h~t am I supposed to asoume 

ftom that? Was that the Government said, " We're 

tell1ng you it's a thousand dollars, you can believe it 

or not, but you're going to plead guilty to it anywa y" ? 

MR. HOLLAND: No . We talked to Dave Cook, who 

was the head of West Florida, or is the head of West 

florida Landscap!ng. He said, "I mad P a c ontribution 

I billed it back to the Company. I think it was a 

thousand dollars. I don't have che c heck. I can't 

prove it , but I think it was a thousand dollars. 

make the contribution. I did bil l i t back." 

I d i d 

We knew that act occurr~d. We just didn't 

know the exact amount, and the Government d i dn't say 

what amount it was. 

COMMISSIONER BEARD: Or who it was to? 

HR. HOLLAND: 0~ who it was to. And I know 

who he said he thought it was to, but there W3S no 
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1 absolute proof. 

2 COMMISSIONER BEARD: The Government says, and 

J I understand it's only one piece here, the Government 

4 says, "We're telling you there 's a thousand do l lars 

5 paid, okay, but we really don't know who it was to and 

6 we can't verify we can't find proo f of it." 

7 MR. HOLLAND: The ma~ who did the act, 

8 Commissioner, admitted to us that it did , in !ac- t, 

9 occur. We had what we felt like was suffic ient proof, 

10 or that the Government could prove that the a c t did 

11 occ-ur. 

12 CHAIRMAN WILSON: Is the same thing true ot 

lJ the Design Associates item above that? 

14 

15 

16 

KR. HOLLAND: Item 17? 

CHAIRMl~ WILSON: Yes . 

KR. HOLLAND: Let me speak to that one bec ause 

17 it' s been the source of a great de a i o f c ontroversy. 

10 Paragraph 17 came as close to anything i n thi o p l ea 

19 agreement to killing the whole deal be c ause Gulf Power 

20 Company, Hr. McCrary, me, everybody involved, were 

21 insi!·tent that that paragraph come out . We did 

72 everything that we knew how to do to get that paragraph 

2) out o f the plea agreement. We had some evidenc e -- no t 

24 a great deal, and certainly not to our mind & suffi c iolllt 

25 t o c onvic t the Company o n that overt a c t . The 
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1 Government insisted, repeatedly, that that item Gtay 

2 in. Tney said, •we' ve got tho proof. We can prove 

3 it ... 

4 COMMISSIONER BEARD: Why didn't you say, " Show 

5 me the proo!"? 

6 MR. HOLLAND: I did aay. They don't have to 

7 show it to you . In tact , they won't show it to you. 

8 COMHISSTONER BEARD: How did you get the rest 

9 of this stuff down here? 

10 MR. HOLLAND: Most o! the rest of it, the Dick 

11 Leonard stu!!, we sent -- we sent one o! our auditors 

12 to Tampa. Dick Leonard told us what they ha~, in fa c t, 

1J billed back. We confirmed what had been billed back t o 

14 us. 

15 COMMISSIONER BEARD: Did you send one to 

16 Design Associates? 

17 

18 

! 9 right. 

20 

MR. HOLLAND: Ray Howell was miss1ng. 

COMMISSIONER BEARD : That's true. You're 

MR. HOLLAND: And Ray Howell is back, and at 

21 some point we will know what, in fact, d i d occur and 

22 whether this statement is, in fact, true. 

23 COMMISSIONER BEARD: Did Ray Howell's records 

24 go with him? 

25 MR. HOLLAN~ : Yes, they did. Those that ne 
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1 did not destroy. 

2 COHMISSIO~ER BEARD: Did they come bac k with 

J hiro? 

4 HR. HOLLAND: Ray Howel l's records were found 

5 snortly after he disappeared in a ditch in plastlc 

6 bags. But they were found, and to our knowledge they 

7 are in the possess 1 on of the Government. 

8 And do we know what's in them? No. An~ have 

9 we asked? Yes. And wil l the Government tell us? No. 

10 And t hey're not going t o te1l us until they complete 

11 t~eir i nvestigation, and we wo n't know until sometime 

12 down the road. 

l) COMMI SSIONER EASLEY: As long as you're 

14 testifying, Counselor 

1 5 MR. HOLLAND: I'm not testlfying. I JUSt want 

t6 to clarify. 

17 COMMISSIONER EASLEY: I kno~. but d o I ask you 

18 or do 1 ask Mr. McCrary? The interrogatory asl~s for 

19 the FERC accounts in which the transdctions were 

20 recorded. 

21 pages? 

22 

Is that the account th~t's shown on these 

MR. HOLLAND: Yes. To the extent that we are 

~ J aware of where the payment was made, those are the fERC 

a c-::ounts. 

COMMISSIONER EASLEY: Of whom c an 1 inquire 
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1 how muc h o! this is included in those things t he 

2 Company has agreed to subtract? How much o f this is 

3 above and below, and how much of it do I need tc wo rry 

4 about? 

5 MR. HOLLAND: Commissioner, we filed -- I 

6 think we filed, in the investigative docket, an 

7 accounting, and in~ icated that as soon as we had a 

8 c omplete fil i ng we wou ld make it. To our knowledge, 

9 none o f what is here impact9 this rate c ase. We'v e 

10 done everythi ng we k now to t ake it out, any impact. 

11 COMHISS IONEP EASLEY: For instance, on Page 82 

12 of 11~, there are many items here that are shown 

13 instead of account, it says " See CollliJents. " And und~r 

14 "Comments" it says, " Disguised as miscellaneous 

15 expense.» Was that done that way bec ause you couldn't 

16 identify the FERC account? 

17 HR. HOLLAND: That's right. We were not able 

18 to identify the invoice, I guess, which included that 

19 

20 

charge. I think Mr. Fell, in termc o t the details -

COMMISSIONER EASLEY: Well, 8-10-13, (sic) 

21 liemJ;·er & Yates, Florida House, Charitable, !or 

22 instance, tor a thousand dollars on that same page. 

2) 

H 

HR. HOLLAND : Yes. 

COMMISSIONER EASLEY: That's the rlorida Hous e 

25 in Washington? 
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1 

2 

HR. HOLLAND: Yes, that's right. 

COMMISSIONER EASLEY: Would that show up as a 

3 t~ue, charitable d scuction or 

4 

s 

6 brackets? 

7 

8 

9 

10 was. 

11 

HR. HOLLAND: No, it would no t h~ve. 

COMMI SS IONER GUNTER : What does "SPF" mean in 

MR. HOLLAND: I'm not sure. 

CHAIRMAN WILSON: Subscriber plant factor. 

COMMISSIONER GUNTER: That's what I thot:ght it 

HR. VANDIVER: for purposes of the record, 

12 Commissioners, I would prefer this come !rom someone 

13 ~hat's been --

14 

15 

COMMI SSIONER EASLEY: I don 't know why. 

MR. VANDIVER: Either Hr. Fell o r Mr.McCrary 

16 on rebuttal. 

CHAIRMAN WILSON: Is ~her~ someone who will be 

JB abl e to answer those kind ot questi ons? 

1 9 HR. VANDIVER: 1 think Mr Fell can answer 

23 those k ind of questions . 

2 1 HR. HOLLAND: I t hink the SPF is a speciAl 

22 production fund, the Appl~yard account t hat was set up 

2 J ' 8 : to ' 8 4 . 

2 4 

25 

COMMISSIONER BEARD: Let me l inista -

HR. HOLLAND: Hr. Fell can answer that. 
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1 COMMISSIONER BEARD: -- with Mr . Mc Crary on 

2 some thi ngs a nd t hen it can go t o Hr. fel l a f ter that. 

J Let's go back to Page 83 ot 112; examp le, t he 

4 Hemmer & Yates condominium rental. I f I understand 

5 co-rectly, that was arranged tor ar.d handled, as f a r a s 

6 you know, solely and completely by Jake Horton? 

7 

8 

WITNESS McCRARY: As tat a s I know, yes. 

COHMI SSIO~ER BEARD: Now, I'm trying to 

9 un• :crs tand this. You've got somebody comi ng t o town 

10 th.•t 's important, okay, whatever ; they're s o me kind ot 

11 a I ig wig. So I'm Jake Horton; I go out here and 

1 2 male arrangements for the rental of a condominium and 

1 J f or somebody el se to pay it so it doesn't show up, and 

14 pr0cably the next th i ng I've got t o do is stock the bar 

1 5 an• get the f ood and do all these things. And r do a ll 

16 t h,s by myself, and no body else kno ws about it , and 

1 7 none of my other executive vice-presidents ct President 

:a of the Company has any ear ly idea this is going on. 

19 Thi s big wi g is in town. None of you all we nt to that 

'0 conJomini um and socialized, or went t o any of t hose 

2 1 event s a t all? You have no idea who that wo ul a have 

22 bo<· 1? 

23 WITNESS McCRARY: I absolutel y d o not . lt we 

2 4 had someone comi ng in town that we wa r. ted t l') en te rt.a in 

25 f or a legi t ima te purpose, we'd rent the condo nnd pai 
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1 for it and put it on the books in the proper place. 

2 CHAIRMAN WILSON: AI.y othe!" questions, 

3 Commissioner? 

4 Questions, Commissioners? 

5 COMMISSIONER GUNTER: I asked mine earlier, 

6 Hr. Chairman. 

7 

8 

9 please? 

10 

CHAIRMAN WILSON: Questions? Redirect? 

HR. HOLLAND: Can we take about fiv~s minutes, 

CHAIRMAN WILSON: Yeah, let's take about a 

11 five-minute break and come back. 

12 (Brief recess.) 

13 - - - - -

14 

15 

HR. HOLLAND: Hay I proceed? 

CHAIRMAN WILSON: Please do. 

16 BY MR. HOLLAND: 

17 Q Hr. McCrary, there have been a number of 

18 questions asked about the warehouse and the state of 

19 the warehouse in '82 and '83. Were there, in fact , 

20 actions taken by you upon your coming to Gulf Power 

21 Company, 1 believe, in Hay of 198 J to improve the 

22 situat!~n at the warehouse? 

2 ) A You're talking about the physical operation 

24 of the warehouse? 

25 Q Yes. The inventory contro l system? 
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A There have been a number of thlngs done at 

2 the warehouse to improve the situation there. The 

3 wllrehouse has been cleaned up. The items in ir .ventory 

4 have been marked and placed in the proper bins . 

5 There's been a computer system installed that keeps up 

6 wi th the inventory and the issueb so that we know what 

7 we have, we know how fast inventory turns over. 

8 Physical security has been increased. The appl l ances 

9 have been separated from the rest or the items in the 

10 general warehouse, and there is just a l o ng list of 

11 things that we have done to 

12 Q Are you satisfied that tne steps have be~ n 

13 taken to appropriately account for a,d enable the 

14 Company to inventory items in the warehouse ? 

15 Yes, I am. I'm very proud or :he warehouse 

16 operation that we have now. 

17 Q There were some quest ions asked earlier about 

lP the Company's terminating its relati ons hip with 

19 vendors. Were the vendors involved in the various 

20 c riminal investigations being con uuc ted by the 

Ll government to your knowledge cooperating with ~he 

22 government in their investigations ? 

23 

2 4 

A 

Q 

Yes, thdy were. 

Were we, 1n fact, trying to investigate at 

25 the same time and seeking information fro m those 
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1 vendors? 

2 

) 

We were, up until about 1986 when we kind o! 

pulled back and when it was in the hands o! t he IRS 

4 and the fBI, we kind of pulled back our investigations . 

5 Prom that time on we cooperated with the government. 

6 Q Is there any evidence, to your knowledge, 

7 that the vendors involved in the plea agreement, 

8 Appleyard, Desian Associates -- Htrike Design 

9 Associates Appleyard, o:ck L~onard, or Cooper Yates 

10 profited from the transactions i1 which they were 

11 involved? 

12 

1) 

A 

Q 

We have n o evidence to that e!!ect. 

Do they have any evidenc~ t o the effect thdt 

14 the employees involved prof ited from the transaction~ 

15 involved? 

16 

17 

A 

Q 

No. 

With respect to your relationships at C~B 

18 Bank, does the Com~any make disclosures to the 

19 Securities and Exchange Commiss ~on Wlth res~ect t o your 

20 relationship to the bank? 

21 

22 

A 

Q 

~es, it does. 

Does the bank make di sclos~res regarding 

23 the ir relationship to Gulf Power to federal 

2 4 authorities? 

25 A I think that's a banking requirement tha t 
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1 they would have to make. 

2 Q There were a number of questions asked you 

3 relative to the Company's prosecution of t hose 

4 individuals who ~ere involved in theft or the 

5 falsification of invo1ces. Did you, in fact, have 

~ discussions with management and with counsel as to the 

7 wisdom of going :orward with prosecution? 

8 A We l.ave discussed that from time to time, 

9 that's correct. 

10 Q Have you been advised from time to time that 

11 it would not bs in the Company's best interest, because 

1~ of the legal risk ~ssociated wi~h attempting to 

1) prosecute, for them to go forvard with that type of 

14 action? 

15 A There is a legal risk associ 1tcd with it. 

16 For example, if we prosecute or we recommend 

17 prosecution and we're unsuccessful then the employee 

18 may come back to us, demand his job back, back pay ano 

19 other restitution. So we think the risk of that 

20 outweighs the good we wou l d get from following thal, 

21 especially since these investigations were in the hand s 

22 of the government and this investigation has been the 

23 subject of two grand jur ies in Pensacola and one in 

7 4 AtlaJ.ta, and I'm assUllling that they prot>ecute when 

25 there is evidenc e to do so . 
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0 Was the government, in !act, a~are ot certai n 

2 ot the allegatio~s and certain of the !acts related t o 

) the plea agreement and the other instances thac ~e've 

4 disc ussed today oJmultaneous ly ~1th or prlor to the 

5 Company's obtaining kno~ledge of that ? 

6 A Yes, they ~ere. 

~ 
I 0 Hr. ~ccrary, ~ i th respect to the amnesty 

8 program, to your kno~ledqe do tha s~ate of florida and 

9 the f ederal government, in fact, have similar prvgrams? 

10 A Thero have been programs by various state 

11 agencies, fede ral agencies from ~imc to time. 

12 ~ Had you, in tact, had experience prior to 

• 1) 

14 

coming to Gulf Po~e~ Company ~ith awnesty programs 

similar to that Jn ~hich you instituted at Gulf Po~er 

15 compa r y? 

16 A we had an amnesty program when 1 ~as in 

1 7 construc tion a t Alabama Po~er Compony, and ~e ~ere 

18 buildj_ .1g the farley nuclear plant, we had a large-sc ale 

19 theft o f tools and ~e did have a a .nnesty program there; 

20 recove red a consi derable amount of tools that had tx:en 

21 stolen f r om the job . 

22 Q Mr. McCrary, you ~ere asked a great dea l ot 

.2) questions about t he Saker-Childers Report, and I 

24 believe you testifi ed that it ~as -- started around 

2 5 Christmas time of '83 and ran through JanuarJ of '81. 
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1 W~en did you come to Gulf Power Company? 

2 In M8y of 1983. 

J Q Did you, upon receipt o! the anonytous 

4 letters to which you've referred , co~ence th~ 

5 in ;estigation that was ultimately titled "The 

6 Ba~er-Childers Investigative Rupert"? 

7 A Yes, J did. 

8 Q In your opinion would the var ious allegat ions 

9 and, in fact, cri~i nal charges that have been brought 

10 against certain o r thA individuals involved have 

11 res11lted had this investigation not been commenced by 

12 you "' 

• 13 A Well, I can't say for &Pre what might have 

14 happe ned, but I k now this i nvestigation prec ipitated 

15 the actions we took against some of t~ e individuals, 

16 and t hat, I aD told, is what got the IRS and the fBJ 

17 inte r ested in i t. 

18 Q When did the IRS and FBI commence the1 r 

19 invertigation? 

20 A I believe that was in April of 1986. 

21 Okay. And how long did it tak e before the 

22 gov<'r l•ment was prepared to go forward to prosec ute on 

~3 Lheir investigation? 

• 2 4 Well, from 1986 unt~l we settled the matter 

25 in the fall of '88. 
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1 Q '89. 

2 A '89, yeah. So that was about four years. 

) Q You were asked ll number o f quostl o ns relative 

4 to your knowledge of Jake Horton and hlS actions . Were 

5 you, in fact, told by individuals that Jake Horton wa s 

6 s o meone to whom you should keep c l ose wa ~~h and keep 

7 careful eye on his actions? 

8 A Yes. 

9 Q We re you told by others thllt Jake Hvrton wa s 

10 a very c apable individ~al who wa s taek-oriented and he 

1: in f act could get and would get the job dJne? 

12 A I have been told that and I knnw tha t from 

lJ working with Jake Horton. He diJ work hard and h e was 

14 able to accomplish quite a deal, quite a qreat deal f o r 

15 the community and the Company. 

16 Q To your knowledge, we re the act1 o ns of Jdke 

17 ~orton that a r e con tained in th~ olea a~re~ment kno wn 

18 to b nyone other than the individuals who are named in 

19 the plea agreement? 

20 A As far as I know, those a ctions were not 

21 known by a n yone else. 

22 Q When did you, in fact, hav~. as Major Enders 

23 define it , "hard evidence" t~at Jake Horton wa s ln fd c t 

• 24 invol Jed in snme type of unethical o r a vi o latl on of 

25 the c •mpany's procedures? 
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l A It ~as in September of 1988 ~hen I first saw 

2 the Appleyard l edger. 

) you at that time commenc e an Q Di d 

!invest1gat ion 4 of the advertising agencies ~ i th ~hom t he 

5 Company ~as doin~ business? 

6 we did. 

7 Q And ~as that investigation taken to the Aud i t 

B Committee of the Board of Directors? 

9 A It ~as. 

10 Q Mr. McCra rv, ~ho ha s the ul ~ imate po~Ar and 

1. authority in Gulf Po~er Company to hire and fire 

12 officers? 

13 A That's up to the Board ~f Direc tors. 

14 Q Did thP. Board of Directors, spec ifi c a ll y the 

15 Audit Committee -- and the minuteP , I think, are 

16 contained in the record commence an investigat ion o f 

l i the various adver tising agenc i es, Design ~ssoci ates a ~d 

. s the Appleyards? 

19 Well, that investigatio~ ~as done by Hr. 

2 0 Fell, our internal auditor, at the requ e s t o f me and 

2 1 the Aud it Committee. 

Q Was the initial request by yo u ? 

2 ) I initiated a request to George Pell 

2 4 personally to look at all our advert i sing a ccounts . 

25 When I ca lled George to my offic e t o talk t o him abo ut 
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1 lit, he had already started an investigatlon o f the Ray 

2 Howell account. 

) Q And did those various investiqatlons and 

4 o ther investigations which were conducted by Mr. Fell 

5 under your directlon and under the direction o! the 

6 Audit Committoe u lt i mately result in the Audit 

7 Co~i ttee's recommendation to the Board that Mr . Horton 

8 be separated from the Company? 

9 

10 

11 

A Tha c. 's correct. 

MR. HOLLAND: That's 1111 l h ,1ve. 

MR. VANDIVER: I'd llke to move for the 

12 admission of exhibits number I think it's J9J and J~~ 

1 3 and I will pocket 390. 

14 CHAIRMAN WILSON: All right, 393 and 394, 

1 5 based on the understand i ng of the ~ses to which the y 'r e 

16 going to be put, without obj ection are admitted into 

17 evidence. And the other exhitits nave beP.n stipulated. 

18 (Exhibits Nos. 393 and 394 received 1n 

19 evidence . ) 

20 CHAIRHAN WILSON: Any further- quest lons at 

2 1 this point? 

22 

2) 

2 4 McCrary . 

25 

MR. VANDIVER: No. 

CHAIRMI~ WILSON: No? Thank you, Hr. 

We'll adjourn now. We're going to resume 
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1 tomorrow morning at 9:00 o'clock. It's my intent this 

2 week to run from 9:00 1n the morning unti l 6:00 o'clock 

J at night. Thank you all very much, see you in the 

4 morning. 

5 (Hoarinq adjourned at 5:52p .m., to reconvene 

6 at 9:00a . m., Tuesday, Jun o 12, 1990, at the same 

7 location.)) 

8 

9 

10 

l l 

12 

lJ 

14 

15 

1 6 

17 

18 

19 

2C 

21 

22 

2 3 

24 

2 5 
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