May 10, 1989
Page 423

M NUTES OF WORKSHOP MEETING OF KISSIMVEE UTILITY AUTHORITY, HELD
VEDNESDAY, MAY 10, 1989, AT 6:00 P.M, ADM N STRATIVE BU LD NG
KI SSI MVEE, FLORI DA

Present at the neeting were Chairman Hord, Vice-Chairman Gant,
Secretary Bobroff, Assistant Secretary Lowenstein, Director Jones,
Attorney Brinson, GCeneral Manager Wlsh, Recording Secretary Rundio.
Mayor Van Meter was absent.

A MEETI NG CALLED TO ORDER at 6:07 P.M by Chairman Hord to review
coments of Coopers & Lybrand (Auditors) to the Board and the response to
those comments by the KUA staff.

B. REPORT TO MANAGEMENT ON AUDI TED FI NANCI AL STATEMENT

M. Janes C. Wl sh, General Manager, prefaced by saying sonme of the
comments have been resolved; others will be resolved this evening and in
the future.

Joe Hostetler, Manager/Finance & Accounting, addressed the issues
one at a time to correspondi ng comments.

Chai rman Hord said this procedure was satisfactory and bri ef
responses woul d suffice.

REPORTABLE CONDI T1 ONS

Revenue Cycl e

1. M. Hostetler explained that, because it takes one hour to update
journalized utility billing activity, the billing is done weekly rather
than daily. Eventually this systemw ||l be placed on the AS-400 conputer.

In response to Director Bobroff's query, he said that it was inpractica

to use a second shift for billing purposes, especially since we only have
one printer. Chairman Hord stated that the consensus is that weekly
billing woul d be nore than adequate for the normal busi ness purposes.

2. Chris Beck, Manager/Custonmer Relations, highlighted a new rate change
verification policy. A new step-by-step checklist was put in place to
accurately recal cul ate rate changes.

Director Bobroff asked for clarification of "rate change,” since a rate
change requires Board approval. This, however, referred to rate changes
approved by the Board due to fuel adjustnents or other reasons, and woul d
docunent the checking of the rate change in the conputer versus the
tariff sheets.

3. Ms. Beck explained the initiation of new nmeter sheets (done manually
to date) on the HTE System The neter sheet programis activated and new
sheets are automatically generated by the system for insertion into the
appropriate neter books by the |ead neter reader. New books are currently

conpiled yearly. Al nmeter sheets will be rerun conceptually prior to
each cycle at the time KUA converts to the hand-held electronic neter
reading devices. At that tinme, these neter sheets will be magnetically

stored data sheets in the hand-held el ectronic neter readi ng devices.

4. W now have a weekly check sheet for imediate attention to print out
listings of pending conplete work orders, for tineliness of conpletion
| ost work orders, etc.
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Di scussion followed on the handling of work orders, where they
originate, and whether they could be handled by, for instance, Custoner
Rel ations or the Engineering Departnment. It was suggested by Director
Bobroff these work orders could be sent to the Service Center by
conputer via a nodem at each place. This would stream ine the operation
and be | ess tine-consum ng.

Director Bobroff nentioned that when we originally considered
conputers, a total system was to have been nade available for the
transfer of information from one departnent/division to another, thus
el i m nati ng manual handl i ng.

Chai rman Hord asked staff to review what system is available for
wor k order handling and exactly howit's done in order to elimnate sone
manpower. Can we electronically send these work orders direct from
Engi neering or other departnments? A response is expected at the Regul ar
Meeting on May 25th

Paynents Cycl e

1. M. Hostetler said that wth the new Procurenent Managenent
Procedures and Purchasing Mnual being developed, circunvention of
procedures will be easier to detect through this centralized purchasing
system

Director Bobroff inquired about the purpose of Petty Purchase
Orders (PPOs), maximumlimts all owed, and who authorizes them

r. Hostetler explained Petty Purchase Orders are only authorized by
t he General Manager, Departnent Managers and their imredi ate Supervisors
for the purpose of purchasing smaller itens, up to $200.

D scussed was the nonitoring of total anounts spent per nonth
t hrough PPO s, conputerization by the Materials Managenent Departnent to
retain nunbered PPO s and conplete records. The Board felt this system
has been insufficiently nonitored.

Director Jones felt the Petty Purchase Order expenditures should be
summari zed on conputer, and subject to review regularly.

Chai rman Hord suggested to staff that a review system be put in
effect for tighter internal controls on PPOs in view of our
multi-mllion dollar operation. This would detect nonconpliance wth
pur chasi ng policies and procedures.

M. Welsh responded that Petty Purchase Orders allowed flexibility
in our operations for purchasing parts/equipnment quickly wthout
del ayi ng jobs. He suggested the system can be regularly reviewed by the
Pur chasi ng Agent, and periodically checked by the General Manager.

Materials & Supplies

2. M. Hostetler explained inventory counting, using two-part tags, and
t aki ng physical counts.

Suggestions were made by Board nenbers and staff regarding the
usage of appropriate work orders and inventorying supplies and equi pnent
returned to the warehouse, ensuring all material is accounted for.

3. Director Bobroff expressed concern that if materials and supplies are
not properly accounted for, the balance sheet and profit and |oss
statenent can be unfavorably affected and he suggested autonati on.

Director Lowenstein expressed his views that problens be followed up on
and rectified.
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Comrents, corrections or partial inplenentations may be updated
through the review of Managenent comments by Auditors at the end of
Sept enber.

Uility Plant Cycle

1. M. Hostetler indicated a | ack of detail listing necessary to wite
off part of the assets (property, plant, equipnent) devel oped over the
past years. Now, with the HTE system we have a fixed asset conputerized
nodul e.

Di scussion followed on options available to list all prior and
current inventories, conparing current depreciation rates and making
adj ustnments. The new system (work orders and capital itens) can be in
pl ace by the end of fiscal year 1990.

Directors Gant and Bobroff suggested that it's only good business
practice to initially set up the system for manually Ilisting al
i nventories.

Chai rman Hord was assured by M. Hostetler that all major itens are
now capitalized, tracked through serial nunbers, and are accounted for
The HTE fixed asset system can be used for itens such as derrick trucks.
Wrk orders (with project nunbers) nust be instituted on |ine extensions

and distribution types of capital <costs (covering |abor, incomng
inventory, outside purchases, subcontracted |abor, etc.). Having a
conplete inventory of all itenms can then be used by the Finance

Departnent for |ogging ongoing purchases. HTE is attenpting to define a
system for this purpose.

Di rector Bobroff questioned whether HTE, when working on a program
for us, gives us only what we want, in the sinplest form rather than
what they want us to have. M. Hostetler said, yes, to the forner.

Director Jones inquired, at what dollar amunt do we capitali ze,
and do we expense everything after that?

M. Welsh replied, $500, and expense everything bel ow that anount
unless it's a part of a larger system e.g. tel ephone system

2. Depreciation expense was discussed, and whether it should be taken
for a full or partial year. M. Hostetler said the depreciation rates
used were originally used by the Cty and continued by us. On a nmanua
system it is nuch easier to depreciate once a year; on a conputerized
system it can be done fromthe date the capital asset hits the system
preferably quarterly. Discussion continued on streamining the systemin
a tinmely manner.

3. M. Hostetler briefed the Board on nonitoring projects and to which
accounts they are charged. Projects Managers wll be responsible for
monitoring their respective projects. W were faced with sone problens
in this area, but gradually they are being resolved and nonthly reports
will be issued on the status of these.

General Control Environment

1. Joe Hostetler stated that originally we were reconciling accounts
manual | y. On  becomng automated, numerous transactions cane up
incorrectly. Currently, we reconcile significant control accounts on a
nmont hl 'y basi s.

Director Gant expressed concern whether correct procedures are
being used in |edger accounts, accounts receivable, accounts payable,
custoners' deposits, etc.
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2. Bond issues were discussed. KUA is required to biennially furnish an
Engi neers' Report on the adequacy of our Renewal Repl acenent | nprovenent
Fund (RR& ), currently at $1.5 million. The Engineers review the system
and ensure that we are not underfunded. The Bond Counsel w Il review the
bond covenant and advise KUA to which bond issue we nust adhere. The
Bl ack & Veatch Engi neers' Report will cost approximately $15-18, 000.

Di rector Bobroff questioned whether we are following the old or the
new bond covenant.

Attorney Ed Brinson stated that the original 1983 bond covenant was
at issue. M. Wlsh said a biennial report nust be done involving all
bond issues. Robert Freeman, Bond Counsel, will be contacted requesting
witten confirmation.

Chairman Hord left the Meting at 7:31 P.M Vice-Chairman Gnt
chaired the Meeting.

Dat a Processi ng

1. M. Hostetler highlighted our "billing revenue" report, | a managenent
report summarizing the billing process, indicating nunber of kilowatt
hours sold, custonmer accounts, etc. THE is redesigning the old system at
their expense, and we are currently testing it.

2. An explanation was given on wupdating the AS-400 wth expansion
abilities. Renoving any unnecessary custoner history off the system was
di scussed.

3. M. Hostetler indicated the AS-400 could be delivered in 6-8 weeks.
Two 800 negabyte di sk drives are being purchased. HTE tests and devel ops
them at other locations. Qur Auditors are concerned that we have
t horoughly gone through the testing process to ensure it doesn't harm our
system M. Hostetler said our storage capabilities are insufficient to
run these tests.

4. Regarding the System 38 option to limt invalid, unlimted |o0g-on
attenpts, M. Hostetler said such options have been set to three (3)
attenpts before term nation

OTHER RECOVMENDED | MPROVEMENTS

Revenue Cycl e

1. Chris Beck explained that estimated bills are now based on consunption
and handled by a Custonmer Rep, who allows for seasonal adjustnents,
consunption in sanme nonth in the prior year, or other external factors,
t hi ngs a conputer cannot acconpli sh.

2. Director Gant asked about "standard exception” listings. Ms. Beck said
it's a listing of a conputer printout of those accounts in a particular
billing cycle that perhaps have sonmething wong with them wusually only
4-5 accounts out of an entire billing cycle. These are revi ewed, checked

and approved by the Supervisor daily.

3. The Auditors require us to summarize adjustnents to ensure
conpl eteness. Adjustnents are now revi ewed, |ogged and signed off by the
Supervi sor or Manager, depending on the anount of adjustnent.

4. Joe Hostetler said a formal "bad debt" policy wll be devel oped and
i npl emrented. Sone bad debt accounts wll be isolated and renoved from
accounts receivable.
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Director Bobroff inquired why the decision was made not to use an
outside collection agency for these outstanding debts. M. Hostetler said
we're looking into that at this tinme. Basically, the Treasury division
tracks collections with collection letters.

Attorney Brinson explained about <collection agencies knowng the
statutes in approaching people at their place of business to collect bad
debts, and our attenpts to collect through bankruptcies. M. Brinson asked
what percentage of their deposits are applied to their delinquency. Usually
this deposit is insufficient to cover two nonths of used electricity.
Lengt hy di scussion fol | owed.

5. M . Hostetler Dbriefly touched on customer refund cheeks being
automatically issued by the conputer, which just after conversion required
significant research. Mre thorough procedures are now i n place.

6. Auditors had questioned whether we had recal cul ated any of the interest
on deposits. Procedures will be inplenented to ensure accuracy.

Paynents Cycl e

1. Current policy requiring paynent from the pink copy of nulticolored
printing request fornms will be enforced. Nunbering will be omtted. Color
coding seens to work in this instance. Several Board nenbers were uneasy
about our losing track of printing request fornms which are unnunbered. They
were assured that controls are in place.

Director Bobroff inquired what central | ocation or person is
responsible for recording these printing requests. D rector Lowenstein
suggested control nust be maintained on who is buying what, and thought
Mat eri al s Managenent m ght be the ideal Departnent. Staff concurred with the
above suggestion and said it would be put into effect.

2. The process for naking paynents is basically controlled by the Finance
Department. M. Hostetler elaborated on the procedure used, frominitiation
(requests for checks are approved by the General Manager) to the tine checks
are mailed out. Reviewing checks upon signing, with supporting
docunent ati on, can be acconplished w thout l[osing control. Auditors desired
conpl et e doubl e-checki ng. Checks are witten weekly.

3. Procedure is in place having an Accounts Payable derk initial
docunent ati on as evidence of having reviewed all outgoing checks. D scussion
foll owed on paynent procedure to vendors.

4. Manually typed checks are issued under extraordinary circunstances, e.dg.,
energencies, parts required quickly, etc.

Materials & Supplies

1. M. Hostetler explained the nost effective manner of handling and
controlling correct quantities of goods received. The Materials Mnagenent

Departnent will be responsible for this. Having appropriate Purchase O der
forms printed to elimnate tine-consumng manual witing was suggested by
Director Bobroff. Conparisons and reconciliations will be prepared in a

tinmely manner. Discussion was had on receiving accurate, |egible packing
slips. Invoices and purchase anmpbunts nust coi ncide
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Uility Plant Cycle

1. This is a process of |ooking at an invoice and ensuring it is going to
t he proper project nunber or expense.

General Control Environment

1. Joe Hostetler said he is in charge of handling non-recurring entries,
adj usting accounts, and providing nonthly financial statenents which they
prepare. \Wen trained personnel are available, such persons wll take on
those responsibilities and also to prepare the journal entries and ensure
they are signed off by the Departnent Head.

2. Mnimm anal ytical reviews are being done; this will be increased in
the future.

3. Certain operating procedures are being perforned. Custoner Relations
and Finance & Accounting procedure nmanuals are being devel oped and wl|
be available in the fall.

Director Gant suggested having nore detailed, yet -easy-to-follow
procedures nmanuals for reference and training purposes and comented,
from experience, how nuch easier a job can be for any enployee wth
clearly witten nmanual s.

4. KUA currently has an unfilled position of Staff Auditor. This position
woul d report to the Manager of Finance & Accounting. In response to the
suggestion by the Auditors, it is intended to recruit for this position

at a higher level than was originally intended. KUA wll recruit an
Internal Auditor with the experience |evel necessary for himto function
i ndependently w thout direct supervision. He will report directly to the

Ceneral Manager. He would be responsible for internal auditing controls
and handling special projects, and perhaps auditing external contracts,
etc.

5. The specialized PC software discussed was to download from a nain
frame into a PC. Procedures will be devel oped against access into and
| oss of inportant PC software. Discussion foll owed.

Dat a Processi ng

1. This item covered sone of the old conversion data, since taken off the
syst em

Director Bobroff inquired about the potential of water damage in the
conputer room ruining all our records and data processing equipnent.
Staff said this would be | ooked into.

2. Two portable Halon fire extinguishers are now maintained in the
conput er room

3. IBM User Profiles (passwords) have been changed.

4. In case of a conplete conputer crash, a contingency plan for our
conputer operations was in question. Options are being reviewed and a
cost-effective plan will be developed to ensure that daily business
activities continue.

5. Procedures to bind and file conputer printout reports wll be
instigated to avoid inportant data being |lost or m spl aced.

Director Jones left the neeting at 8:45 P. M

Oper ati ons Controls

1. Chris Beck stated we do have ability to pull out conputerized custoner
conpl aints. Custoner conplaint work orders will help quantify other types
of conplaints. Al conplaints will be recorded.
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2. KUA is presently developing a penalty program for delinquent accounts
and | ate paynents, to be activated in fiscal year 1989/ 90.

C. M SCEL LANEQUS

M. Welsh inforned the Board that Chairman Hord's nomnation for a
second five-year term which had been placed on the Gty Commission's
Agenda for their neeting on May 9th, was passed by the Cty Conmm ssion.

M. Welsh issued an invitation to Board nenbers to help celebrate
KUA's success in the conversion to the HTE System one year ago and to
recogni ze the hard work of those involved. A get-together will be held at
3:00 P.M, Friday, May 12th, in the Custoner Rel ations Departnent.

D. ADJOURNMENT: Meeting adjourned at 9:00 P. M
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