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M NUTES OF FLORI DA PONER CORPORATI ON (FPC) WORKSHOP MEETI NG OF KI SSI MVEE
UTILITY AUTHORITY, HELD WEDNESDAY, APRIL 5, 1989, AT 6:00 P.M,
ADM NI STRATI VE BUI LDI NG KI SSI MVEE, FLORI DA.

Present at the neeting were Chairman Hord, Vice-Chairman Gnt,
Assi stant Secretary Lowenstein, Director Jones, Mayor Van Meter, Attorney
Bri nson, GCeneral Manager Wl sh, Recording Secretary Rundio. Secretary
Bobrof f was absent.

Also in attendance were Messrs. Pete Dagostino, Vice President,
Eastern Division, Samuel F. N xon, Jr., Supervisor, Rate Design &
Adm ni stration, and John L. Scheidt, Staff Engineer, Systens Operations,
all of Florida Power Corporation (FPC), St. Petersburg.

A MEETI NG CALLED TO ORDER at 6:08 P.M by Chairman Hord, who said
Secretary Bobroff was not present. He stated this was a Special Wrkshop
Meeting to review the Power Supply presentation by the FPC
representatives.

1. FLORI DA PONER CORPORATI ON PRESENTATI ON ON POAER SUPPLY

M. James C. Welsh, General WManager, stated the Florida Power
Corporation (FPC) representatives have a presentation on a Partial
Requirements (PR) type contract and a new contract concept discussed with
them earlier, basically a segnented type of Partial Requirenents. He
indicated that |ast week he and Director Bobroff attended a tour of the
FPC Control Center at St. Petersburg, Florida. Since other Board nenbers
were unable to attend due to prior commtnents, FPC has brought with them
this evening a video on their Control Center.

M. Pete Dagostino, Vice President, Eastern D vision, gave a brief
i ntroduction. He said FPC has well over a mllion custonmers now, is the
second largest utility in Florida, and covers 20,000 sg.m. O
i nportance, he said, was to express their philosophy and how they do
busi ness.

Three points included in M. Dagostino' s opening statenment were: 1)
service, 2) reliability service, and 3) rate stability. From a service
standpoint, he said, they look at their retail and whol esal e business,
the retail is easier to nonitor and is |ooked at quarterly. They have a
| arge resource base available to assist any custoners in difficulties.
They command a construction program of over $250 million per year, which
points to their size. In generation availability, their goal this year is
to maintain at l|east 82% including their nuclear power plant. Their
custonmer opinion survey, he said, spoke very favorably to their
reliability. They have over 6,000 MWV of generation capacity. He said they

have a good bal ance of coal, oil, nuclear and gas to take advantage of
the oil situation when oil and coal prices are down. One of their
corporate goals continues to be to provide the lowest rates in the State
of Florida. The retail business is protected by the Public Service

Comm ssion; the wholesale service is also protected from a rate
standpoi nt through the Federal Energy Regulation Conm ssion (FERC) in
provi di ng customers protection.

Sam Ni xon, Jr., Supervisor, Rate Design & Adm nistration, handed the
Board nmenbers booklets on their proposal along with an Annual Report. He
said they have worked with Kissimmee Utility Authority (KUA) since early
1987 in helping to evaluate with Black & Veatch (B&V) alternatives
avai lable from FPC to KUA. He stated that KUA has purchased 31 MV from
QUC and is now considering 10 MW M. N xon highlighted FPC s offer, a
whol esal e partner power concept. They have | ow enbedded costs which their
custoners are sharing and paying for. It's a 10-year commtnent, wth
five-year notice of cancellation by either party. This is to allow a
custoner tine to replace such a resource.
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Chairman Hord inquired what the rates would be in the future. M.
Ni xon replied they can provide a forecast, but that before they can
change their rate, they nmust go to the FERC and have it accepted by
t hem

M. Welsh asked for a clarification of the contract, that at the
end of the first five-year period and then on out, the contract would
al ways automatically extend five years. M. Nixon said that was correct
and agreed with Director Gant that this could last 30 years or nore.
Di scussion continued on extensions and the possibility of cancellation
by FPC. M. N xon did not know of any supplier giving term nation and
then that proceeding going before the FERC. He said even though we're
talking Partial Requirenents, they are obligated under the terns and
conditions of the <contract to build and construct capacity for
customers.

M. Nixon explained that Partial Requirements cones in tw forns:
1) FMPA Approach, covering the average enbedded system cost and nonthly
average system fuel cost; and 2) SECI Approach (terned "Sem nole")
covering the average enbedded system cost by unit type and nonthly
average system fuel cost by unit type. Both PR s are dispatchable; both
have contract demands; both have flexibility in the anount of purchase.

Sam Ni xon said FPC is willing, in the interest of resolving KUA s
|l ong-term options, to extend the current 25 MN Schedule D purchase
through 1989. M. N xon discussed an exanple of purchase flexibility
for a five-year period, showing the initial contract demand, and the
demands that allowed maxi numincrease and decrease fromyear-to-year.

Di scussion followed on inactive units brought back into service
and charging $73/ MNWday. M. Wl sh explained the increase in denmand and
the mll increases.

Further discussion continued on stratifying wherein we m ght need
only base and peaking power, excluding the internediate range. M.
Ni xon said they mght give us sone apportionnment between the three
categories, allowing us considerable flexibility.

M. John Scheidt, Staff Engineer of Systens Operations, expanded
on flexibility, and touched on new concepts still on the draw ng board.
He said the new services are called "D spatching Services." Unit
Commi tment Services covers a situation where you have a large variety
of energy resources and need to have them schedul ed, they provide that
schedul i ng service through their extensive conputer program They would
nmodel our system price out the alternative sources of generation that
KUA has, and then would provide us with optiml scheduling to give us
mnimal cost for tonmorrow s anticipated |oad requirenents. "Econom c
Di spatch Services" is the day-to-day, nonent-to-nonment changes of the
Unit Comm tnent schedule of the previous day. They al so provide other
services, not that we need them he said, but that they are available
t hrough t hem

M. Scheidt explained, from the handout proposal, the Service
Schedul e H (Reserve Interchange Service) and a Letter of Commtnent for
such Service, identifying the anount, duration and pricing associated
with KUA s purchase of Reserve Interchange Service from FPC. Also
included is Service Schedule |I (Regulating Interchange Service) and a
Letter of Commtnent for such Service for a one-year period. Since
neither KUA nor FPC has extensive experience with regulating service,
this would be considered experinental. The prices for these services
are spelled out in the booklet.

M. Scheidt said that regulation is nothing nore than the
adj ustnment of your generation to track the changes in load on an
i nstant aneous basis. They are working with another wutility on this
program
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Director Lowenstein asked if we had a shortage problem wth
contracts through other wutilities. M. Harper replied we were called
and were told they could not supply our power. He was referring to
Olando Utilities Commssion (QUC) in 1983 or so.

Director Van Meter, referring to FPC s dispatching, asked that if
t hey had a nunber of whol esal e custoners, what would their incentive be
for having lower costs when they had available power? They could
conceivably control their prices. M. Harper said they could possibly
have a market. M. Wl sh expl ai ned how t he broker deal s work.

Lengt hy di scussion conti nued on regul ati ng.

At the Board' s request, M. WlIsh graphically explained the
regul ating during sw ngs of peaks and | ows.

Chai rman Hord inquired whether FPC offered us their best and fi nal
offer. M. WlIlsh said they haven't nade their offer; we're in
negotiations at this tine, so at the next neeting we'll have to make
assunptions, rather than a decision. M. WlIlsh said we have to decide
whether there is enough economes with the FMPA-IDO project via
opportunities and savi ngs.

Chairman Hord said what we're dealing with isn't economcs. Wat
it boils down to is a business philosophy, do you want a co-op to nake
our | ong-term decisions, of which we have one seat of an unknown nunber
of seats, or do you want to make your decision in this roomwth people
such as those (FPC) who were here tonight?

Chairman Hord stressed we're to the point we have to neke a
pl ain-tal k decision. We're down to "fish or cut bait."

Director Lowenstein asked, in relation to FMPA, do we have to
forecast the anount of power we anticipate using? M. Wl sh indicated
we have to provide them wth our best forecast, but it has no
contractual bearing. They're required to neet our | oads.

M. Wlsh asked the Board nenbers to peruse a letter on the
Al -Requirenents Project which he received from M. Dean G Shaw,
Director of Electric Uility, Gty of Ccala, Florida. This letter was
sent in response to M. Wel sh's request, followwng D rector
Lowenstein's request for a financial statenment fromthe Gty of Ccala,
at the Workshop Meeting of March 3Qth. The Board nenbers felt it would
gi ve them added insight into their decision-nmnaking.

Mayor Van Meter left the neeting at 8:10 P.M

M. Welsh indicated the Board does not have an easy decision. He
said if there is no conpetition, will we be stuck again. Chairmn Hord
said there will always be capacity available. Florida wll always
continue to grow, we're not a stagnant state by any neans. The people
who can do it, TECO FPC, Gainsville, Tallahassee and QUC will continue
to add bigger units. M. Wl sh added that generally there are swings in
over-capacity and under-capacity, and power shortages. W m ght have to
buy gas turbines and put themin, increasing our rates considerably.

Chairman Hord inquired of M. WlIlsh whether FMPA can wite us an
iron-clad proposal guaranteeing us whatever power we need from now to
eternity? M. Welsh said it would guarantee that they wll serve, but
there's no iron-clad guarantee anywhere. Chairman Hord said M. Calvin
Henze (FMPA) can try to assure us, but if FPC s source dries up, they
are not a generator and they would be in the sane predi canent as we.
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Questions by the Board were answered by M. Scheidt. Director Gant
asked if there's an additional cost to FPC to provide regulation. M.
Scheidt said those costs are a conbination of telenetry equipnent
costs, manpower costs and ot hers.

Director Lowenstein said, |ooking at 20% higher or lower, to a
maxi mum i f need be, could we go beyond the maxi num and would there be
an additional adjustnment? M. Dagostino said yes. That in the nore
detailed contract of the FMPA, they can nake any adjustnents that both
parties agree to make. If KUA's needs are greater init's gromh, etc.,
and if FPC has it available to sell, it would nost likely sell it to
us, or others. If it's not available, they would help us neke other
arrangenments, he said. FPC feels they can react easier on the downside
than on the upside, that with seven years' notice they will let us take
off nmore than 20% Chairman Hord asked if they would |let us add nore
than 20% wi th seven years' notice. M. Scheidt said it's a possibility
and can be discussed; it cannot be unlimted.

Di scussion continued on base load inpact and rate increases and
decreases. M. N xon said that they had a 17-18% reduction in 1988
versus 1986 rate | evel. Chairman Hord asked what brings on this type of
rate reduction. M. N xon replied one reason was a custoner, Cccidental
Petroleum settling this case at the retail Ilevel. Followng this
settlenment in Decenber, 1988, the lower retail rates were put into
effect imediately, he said. Nothing had been done on the whol esale
side, so FPC contacted their whol esale custoners and offered them the
identical rate reduction and conditions.

M. Ni xon stated the custonmer owns their own distribution system
therefore, they are not going to allocate any of the cost from Florida
Power Corp.'s distribution system to the prices they charge KUA W
would pay for FPC s transm ssion system and their production system
produci ng generation. That's what whol esal e neans. Chairman Hord stated
we're a "factory outlet.”" M. N xon replied, "Exactly!" Chairman Hord
asked where is their incentive to be conpetitive? M. N xon said a
tremendous anount of custoners is noving into Florida continually and
attracting those custonmers is FPCs incentive to be conpetitive. He
said they are a cost-effective, l|lowrate driven wutility wthout
sacrificing service. He indicated they are extrenely notivated in this
i ndustry at the corporate |evel.

John Scheidt ran the video on the FPC Energy Control Center
showing all its sophisticated conputers, facets for dispatching, the
mul titude of substations, nonitoring, sophisticated conputers, etc.

Di scussion followed on dispatching, using brokers for Dbetter
pricing, |load forecasting, their transm ssion planning group, nanpower,
and so on.

Chai rman Hord thanked the speakers for their presentation, which
he said was worthwhile. The speakers extended their appreciation for
having been invited to make their proposal to the KUA Board. They then
depart ed.

The neeting recessed at 7:27 P.M and reconvened at 7:32 P. M

M. Welsh gave several observations on FPC s presentation. He was
inpressed with their being very accomobdating on a contractual and
pr of essi onal |evel.

John Harper, Chief Dispatcher at Marydia, said we have been at the
Operation Center for nine years and have dealt with FPC during that
time. He said they were never condescendi ng because of our size or the
anount of power usage. Under energency type operations, he said, they
never dropped us and al ways i ncluded us when the power need arose.
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Di scussion continued on options of FPC or our becomng a
generator. Chairman Hord expressed concern about being controlled by
others. A rundown was nmade of the nenbers already in the FMPA-1DO
project. It was brought out that nunmerous nenbers of the project can't

appreci ate our problens because of their size and needs and being in
i sol ated northern areas.

B. VEETI NG ADJOURNED: Meeting was adjourned at 8:20 P. M
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