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M NUTES OF SPECI AL MEETI NG OF KISSI MVEE UTILITY AUTHORI TY, HELD TUESDAY,
SEPTEMBER 14, 1993, AT 7:00 PM BOARD ROOM ADM NI STRATI ON BUI LDI NG, 1701
W CARROLL STREET, KI SSI MVEE, FLORI DA

Present at the neeting were Chairman Hord, Vice-Chairman Gant,
Secretary Bobroff, Assistant Secretary Lowenstein, Attorney Brinson,
President & GCeneral Manager Welsh, and Recording Secretary Rundio.
Director Jones and Mayor Poll et were absent.

A. MEETING CALLED TO ORDER at 7:00 p.m by Chairman Hord.

B. AWARD OF STEAM TURBINE GENERATOR

M. Welsh gave an overview of the logistics of this award of bid. W
were in negotiations with Asea Brown Boveri (ARE) whose representatives
are in Kansas City today at the offices of our Engineers, Black & Veatch.
ABB expressed their concern when we informed them the Board had called
this neeting today and geographically they could not be present. M. Wl sh
also had conversations wth Wstinghouse and GCeneral Electric (CE)
representatives and said they were welcone to attend tonight but that, to
be on an equal footing, they m ght want to be near the phone to answer any
questions. Attorney Brinson suggested that the bidders nonitor our neeting
via a conference call, which was arranged.

Chairman Hord felt he was not ready to talk to the bidders until
Staff and the nenbers had first discussed this. Hs preference was that
they be called if needed.

KUA's Attorney Edward Brinson explained a concern that since a quorum
was not possible for Wednesday evening, and in conplying with the Charter,
all parties had to be notified and it would be in our best interests to
allow them to listen in since on such short notice they could not be
physically present.

M. Welsh distributed copies of a letter received today from
West i nghouse, dated Septenber 10, 1993, regarding the Bid Evaluation and
their concerns, which had been discussed with Attorney Brinson

The conference call went into effect at this point. M. Vinny Tursi,
ABB, stated that he was with Don Shultz, Hobart Jacobs, Steve Edwards and
Myron Rollins at Black & Veatch. Dan Smith of Westinghouse and Ziggy
Bi ernacki of General Electric were on line from different |ocations. M.
Wl sh inforned them all concerning the tel econferencing during the neeting
and to ask or answer any questions as appropriate. No representatives of
Dresser Rand were present at today's neeting. (They had not attended the
Board neeting on the previous Wdnesday, Septenber 8th, when this item was
di scussed, as had ABB, GE and Westi nghouse.)

M. Welsh introduced the item under discussion, the award of bid for
the Steam Turbine Generator for Cane Island Unit 2. Staff had had second
t houghts on the reconmendation delivered to the Board at the Septenber 8,
1993 neeting with award of the bid going to ABB since sone information
came out at that neeting which was new to Staff. There appeared to be sone
m scomruni cation with the Engineers. He stated that even though there were
some judgnment calls in the gray area, he felt we had the nost effective
evaluation by our Engineers and in the best interests of KUA and the
fairest process to award it to ABB. The Board's action, based on this
recommendati on, would have been the fair thing to do anong the four
bi dders.
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Subsequently, wupon further reflection and discussions wth our
Counsel, Staff and Engineers, another alternative was avail able. Rather
than to award to one of the four bidders, there was the option to throw
the bids out and start the process over. This was Staff's reconmendation
t oni ght.

ARE's change in the equipnment offered to us subsequent to the bid
submttal was a surprise and Staff was unsure if this was a fair bidding
procedure. On learning of this, M. WlIsh had questioned the Engineers
during last Wdnesday's neeting on allow ng equipnment changes to be
eval uated after the bid. They considered this a clarification of the
design paraneters or efficiencies which could be achieved from the
machi ne. They felt this was allowed under the bidding procedures, that
clarifications be factored into the evaluation process. Changes in cost or
mat eri al changes are disallowed after the bid. This was a call in the grey
area, but was considered fair. M. WlIlsh said he was concerned with the
actual equipnment being bid and that it did not seema fair process to KUA
Fol | ow ng di scussions with Attorney Brinson, Ben Sharma, Director of Power
Supply, and Jim Tillman, Purchasing Agent, it was concluded that we shoul d
recommend to the Board that the bids be thrown out and receive additional
bids. Upon consultations with Black & Veatch he then |earned that even
they had been unaware until |ast Wdnesday night's neeting that there was
any equi pnent change to that submitted in the original bid; they assuned
it was a nodification due to an error in ARE s efficiency factors.

At this point General Manager Welsh recommended that the bids be
thrown out and that we re-bid this on a fast schedule and only allow the
approved bidders who participated in the bids originally, with the new bid
to be delivered to us by next Thursday, September 23, 1993, at 3:00 p.m.
W will issue the request for bid under the Conplex Bidding Procedure
whi ch woul d be opened in the presence of the bidder individually but not
in the presence of other bidders. The schedule was discussed with the
Engi neers to proceed with evaluations and a recommendati on will be brought
back to the Board for award of bid on Septenber 29, 1993. Prior to this,
the actual bids would not be opened for public review, according to our
Conplex Bidding Procedure. M. WIlsh apologized for the inconvenience
caused everyone and thanked the Board for their patience.

Attorney Brinson stated that since the Board had taken action at the
| ast neeting, according to the rules, if the Board wi shed to neet to
reconsi der the matter at the next neeting, anyone in the prevailing site
woul d have that right. At that neeting it was a unaninmous vote so any
menber woul d have the right to nove to reconsider.

Director Bobroff moved to reconsider the action taken at the
September 8, 1993 meeting. Seconded by Director Lowenstein.

Motion carried 4 - O
Director Jones absent

Attorney Brinson stated that basically the question is open for
di scussion, that if the Board decides it cannot act tonight, they nove to
recess the neeting if they require additional tinme, rather than adjourn.
If you reconsider it has to be at the next neeting; if we adjourn we would
have problens. If no action is taken it would stay on the table.

Chairman Hord said, if we throw out the action of |ast Wdnesday and
go out for new bids, that Staff describe the "Conplex Bidding Procedure”
to be used. M. Wlsh replied that with this new procedure, when we
receive the bids we notify all the bidders what the procedure wll be.
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The procedure will be when they deliver the bids to us on the due date
that they will not be open for public inspection but will be opened in the
presence of the submtting bidder if they so desire and they can exam ne
their own bid, but not those of others until a recommendation is nade to
t he Board.

Chai rman Hord questioned if our Engineers, Black & Veatch, would use
the same nmethod of evaluating the bidder they did this last time. M.
Wel sh el aborated that the 10-year versus 30-year dilema needs to be
di scussed to get the Board's direction as to how Staff should proceed
Also to be discussed is the issue whether the nenbers have any preference
regardi ng on-shore/ off-shore bids and get the Board's direction on this.
These could be better handled after the decision is nmade to re-bid it or
not; its just a question of procedure.

The question on the table now is whether we want to consider throw ng
out the bid and open it for re-bidding on a quick-paced nethod and limt
it to the initial bidders.

Director Gant asked if the Engineers could acconplish this in such a
short tinme frame. M. Welsh stated B&V could neet this requirenent. Don
Shultz affirmed this via conference call. Chairman Hord asked what the big
picture neans for us if a new bid is received by Septenber 23rd or the
30th. M. Welsh replied that one nore week in the process cones down to
tacking on a three-week delay before finalization. If there's a delay in
receiving the wunit at the site, there's the potential for overtine
expenditures to get back on track. The bidders will still have to respond
to their abilities to meet these deadlines as well as consider this in the
eval uation dollar-w se

Chairman Hord asked if all those bidders agreed with this short tine
franme. At this time M. Biernacki (GE) confirmed the 23rd of Septenber is
fine. M. Smth (Westinghouse) agreed to the 23rd. M. Tursi (ARE) also
concurred with the 23rd.

The Chairman asked the nenbers if they wanted to go through the
process again. Director Bobroff didn't see any other alternative and said
he wasn't particularly pleased with the process at the last neeting. The
ot hers did not respond.

Dresser Rand (DR) had submitted a bid but was not present at the
Septenber 8th or 14th neetings; however, they will be notified of this new
bi d.

Director Bobroff moved that we ask for new bids from the original
bidders, reviewed at the September 8th meeting, and that Staff go with a
new bidding procedure. The new bids will be due in KUA's Purchasing Office
in Kissimmee by 3:00 p.m., Thursday, September 23, 1993. A meeting is
scheduled for September 29th to take action on the new bid. Seconded by
Director Lowenstein.

Motion carried 4 - 0
Director Jones absent

Director Bobroff inquired if the bidders understood why we are doing
this. M. WlIlsh asked them Messrs. Biernacki, Smth and Tursi al
acknow edged they understood this procedure.

Black & Veatch or CGE did not have any comrents on this. Dan Smith
(Westi nghouse) asked when the Engi neers expected to re-issue the new bid
speci fications. M. Shultz said they are being published now and shoul d be
ready by Thursday, at the |atest. The specs are not being changed in any
way but are being reproduced as submitted previously. A whole new set is
being submtted with new data sheets requiring pricing, etc., to be filled
in. Attorney Brinson requested that M. Shultz send specifications to
Dresser Rand, also. M. Shultz assured himthis would be done.
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Chairman Hord had a series of six personal questions and thoughts to
express. He expressed considerable concern to the Engineers (and asked
that M. Shultz not take it personally) but that were he a vendor he woul d
prefer to do his own bidding pertaining to his own bid as opposed to them
assigning a dollar value to it. That now is a good tine to wite the
rules, if the Board agrees with him on how this should be. A bothersone
issue to himat the Septenmber 8th neeting was concerning the spare parts.
There was a big range of spare parts which could make a vendor conpetitive
initially and then non-conpetitive. He felt these vendors are professional
in the equipnment they build and felt enough data should be on hand to know
what is a logical spare parts inventory. He felt that through negotiations
by Engineers and vendors a value could be placed in the bid package to
whi ch the vendors agr ee.

M. Welsh observed that, ideally as it seens, it would be difficult
getting that situation wunder these bidding circunstances. M. Shultz
confirnmed that no dollar anobunt had been assigned to the spare parts.

Chai rman Hord asked that M. Wl sh respond to his question by saying
"spare parts will not be considered". M. Wlsh and M. Shultz affirned
this as being correct. They will not be, nor had they been, considered in
the previous bid s nunerical evaluation.

Regar di ng options, Chairman Hord questioned the $200, 000 assigned by
B&V wherein Westinghouse bid $70,000. Again, he preferred the vendor do
his own bidding. M. Wl sh said under normal bidding procedures where they
woul d not have know edge of everyone else's prices, we could go back in
and ask them This new Conplex Bidding Procedure wll correct this
situation.

In this particular instance, M. WIsh recomended that we not do
that at this tinme because we're on a fast track concerning eval uation and
there should not be any holds or delays at this point. He proposed that on
Septenber 23rd their sealed bids go to the Engineers with all the
information spelled out. If anything is not included, the Engineers wll
have to make a judgnment and put a value to it and evaluate it on that
basis. Having gone through nunmerous clarifications already we are now
asking for their best and final bid. M. WlIsh suggested having a speci al
process specified for this bid, where disclosures of the bid anmount are
not made, but only the information submtted is evaluated, wthout any
i nput fromthe bidders after the initial bid.

Director Gant stated all the itens have been addressed and if an item
is inadvertently left off, it would be easy to include that informtion.

Chairman Hord stressed that he preferred the Engi neers and vendors be
all oned one additional week to get the right answers for the big picture
rather than have | ack of conmunication and be rushed for answers. There is
al so the Special Meeting for Cctober 6th, tentatively, if required. This
additional time allows for the Engineers to seek additional information
and clarifications under the bidding procedure for conplex bids.

M. Shultz suggested receiving the bids and delay setting the award
date until after they've |looked at the bids. M. WIsh and the Board
approved of this tack, shooting for Septenber 23rd. |f deenmed necessary,
an additional week would be made available (October 6th). Chairmn Hord
felt this was inportant enough for all Board nenbers to be present for
t hat neeting.
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In summary, the Board tentatively schedul ed the neeting for the award
of bid for Septenber 29th; however, the Engineers will have the nornal
conpl ex bidding procedure where clarifications and information are all owed
by the evaluators and the bidders. Prior to any disclosure of the other
bi dders' prices and submittals, and if the Septenber 29th deadline cannot
be met, M. Shultz would inform M. Wlsh and this would be reschedul ed
for Wednesday, October 6th, as suggested by the Board tonight.

Director Bobroff wunderstood the bids will renmained sealed to other
bi dders and there would be no disclosure of anyone's bid prior to any
other information being exchanged back and forth between the Engi neers and
the vendors. Bidder A's bid would be unknown by bidders B, C and D until
they cone before this Board. M. Wlsh said by law we're allowed to wait
10 days (from when the bids are due till public information, or Septenber
23rd to October 3rd) and that anyone else is entitled to see the bids in
t he neanti ne.

Anot her question posed by Chairman Hord on the efficiency of the unit
was whether it is logical to consider a true operating anbient tenperature
range as opposed to 25 degrees out and 95 degrees out. He felt we nust
have sufficient data of our own to know the average w nter and summer
tenperatures and conpile this into a fornmula showing how many days of
various tenperatures there are, e.g., at 70, 80, 90 degrees, to be able to
eval uate the equi pnment bei ng purchased based on operating in that range of
ambi ent tenperatures. He wanted Staff to ask these questions of Black &
Veat ch.

Steve Edwards, Black & Veatch, was asked the above question by M.
Wel sh of the possibility of obtaining an average yearly tenperature and
evaluating it on that basis. This was Chairman Hord' s exact question, he
said. M. Shultz said the steam turbine is not affected by the anbient
tenperature but the gas turbine is. He explained these circunstances and
how performance is attained. Basically, its evaluated at about 77 degrees.
Chairman Hord felt if the Engineers, in their professional opinion, have
evaluated it in the anmbience its going to run in, then he is satisfied. If
they haven't, he wants themto do it. M. Shultz said they would eval uate
it at that desired tenperature

Anot her point by Chairman Hord is a gray area in the eval uation based
on the paynents schedule. He suggested that this tinme around perhaps B&V
put together three criteria of paynent schedules and ask each bidder to
respond to that. Staff stated that the evaluation done based on different
bi ddi ng schedules is a pretty straightforward financial calculation based
on present worth analysis. Chairman Hord said that rather than the best
bid, to set criteria of one-fourth down, progress paynents and a 20%
retention, or nothing down with 80% at the end and a 20% retention. All
the vendors would be neasured by the sanme yard stick, as opposed to each
taking a shot at it and then trying to equal out the equation through
financial calculations. M. Shultz had no problemw th this and said that
even if they do that he questioned whether they (vendors) would follow
their suggestions but they could try it. Chairman Hord stated that the
question is, who's the custonmer and who's the vendor? If they won't follow
your suggestion, aren't you the custoner?

Director Gant wunderstood the paynment schedule as being where they
were taking a ook at the dollars available to be paid and how they were
paid out and charging interest back for the paynents. Exactly, said M.
Wel sh. They bid different paynment schedul es which were required. However,
wi t hout putting down sonme specifications the bidders are being allowed to
define where their paynents are comng. From a security standpoint, they
could be getting ahead of their noney.
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Aroll call was had. M. Biernacki said he felt that when you | ook at
terms of paynent it boils down to where your cost of noney is during that
schedul e period Basically, this is a calculation and a fornula. M. Wl sh
asked himif CGE would have any problem to adhering to a specific payment
schedul e, given that other dollars mght need to be adjusted to conpensate
for it. M. Biernacki couldn't see any problens, but that it could cost
nore that way. M. Shultz said our noney is cheaper than the vendors'
noney. If they can't get their noney up front, then they start adding that
cost to the cost of the steam turbine. M. Shultz concurred this was a
pretty straightforward calculation. Chairman Hord preferred that we
speci fy the paynent schedule and have them bid to that schedul e, perhaps
offering two different schedules. M. Wl sh said paynent schedules tie it
to dates of conpletion of certain tasks, with vendors having different
schedul es for conpletion. Chairman Hord asked that M. Shultz put his best
t houghts together on the paynent schedule so its easy for himto conpare
and easy for us to understand. M. Shultz expressed agreenment on this.

The delivery schedule was discussed. This was also considered to be
somewhat of a gray area. Chairman Hord asked, can't we just say that you
have to have it conpleted by a certain date, period? No exceptions. M.
Wel sh said sonme could not conply. Penalties are evaluated if certain dates
of ours are not net. Director Gant said that at the last neeting, all
vendors agreed that they could neet that date. Chairnman Hord asked that
each vendor take that responsibility of neeting specified deadlines.

A roll call was taken on delivery schedules. M. Biernacki replied,
"no problent, in hitting the date. Dan Smith said as of |ast week there
was "no problent; however, they would look at it again, but repeated, no
problem Vinny Tursi stated, "Yes", regarding neeting that first date of
August 1, 1994. So, we are anticipating their contractually neeting that
date. Al three vendors agreed to neeting the August 1, 1994 deadline if
this process doesn't extend past Cctober 6th.

A final item of Chairman Hord was the wuseful Ilifetinme of the
equi pmrent versus the operating tine, the 10- and 30-year question. He
stated we would have to go beyond 10 years and asked if we would do it
progressively over every year thereafter up until sonme nmaxi mrum nunber of
years as it figures into the equation strongly. M. WlIlsh had discussed
with Myron Rollins earlier, he said, on how they evaluated this and M.
Wel sh gave the nenbers and vendors an overview on how the system works
over the years. Chairman Hord stated that you have to use the sane
paraneters for the specified two points of evaluation--how nuch are you
going to use it and how nmuch is conpetitive energy going to cost--two very
gray areas. His concern was what happens after the 11th, 12th, etc.,
years. M. Welsh said the 10 years at a 7% rate is equivalent to |ooking
at it for 30 years at a 14-16% rate. Black & Veatch chose to be
conservative in terns of years instead of interest rates. This answered
the Chairman's questions. The direction at this point is that the current
eval uati on procedure that was based on the first 10 years is acceptable.

M. Wlsh stated the question has cone up regarding on-shore/
off-shore and that the Board nust decide whether they want on-shore
preferences. Director Bobroff stated that we not mx it up, but to create
such a situation for future bids after taking care of this one
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Chairman Hord said this particular issue has no bearing on today's
di scussion. M. Welsh would await further direction fromthe Board on this
for future bids.

This concluded this agenda item The Board and Staff thanked the
participants on the teleconferencing for their patience and input.

C. RESOLUTION R93-10 AUTHORIZING ISSUANCE OF ELECTRIC SYSTEM REFUNDING
REVENUE BONDS, SERIES 1993A

Joe Hostetler, Director/Finance, gave a brief presentation on these
three separate resolutions. He al so thanked the Board and Bond Counsel for
accepting these agenda itenms on short notice today. He asked for approval
to proceed with this sale, stating that bids wll be accepted next
Tuesday. M. Hostetler stated that this resolution set certain paraneters
to ensure we get the mninum of what had been discussed in the past. He
referred to itenms B, C and D of Section 4, page 2 of R93-11 stating the
amount, interest rate and savings to be realized.

David Moore, Financial Advisor, Evensen & Dodge, briefly highlighted
our current status and said a week ago it was close to $1.9 mllion at
present value savings. Market is within one to ten basis points (or |ess
than one-tenth percentage points). He said it should be around $1.8
mllion or higher in the next couple of days.

Director Bobroff moved to approve Resolution R93-10 authorizing the
issuance of the Electric System Refunding Revenue Bonds, Series 1993A, in
an amount not exceeding $22,000,000 and setting forth certain other
provisions as stated in the Resolution. Seconded by Director Lowenstein.

Motion carried 4 - 0
Director Jones absent

D. RESOLUTION R93-11 AUTHORIZING THE PRESIDENT & GENERAL MANAGER TO
AWARD ELECTRIC SYSTEM REFUNDING REVENUE BONDS, SERIES 1993A, TO
THE SUCCESSFUL BIDDER UPON CERTAIN CONDITIONS

Director Bobroff moved to approve Resolution R93-11 authorizing the
President & General Manager to open and accept bids and award the Electric
System Refunding Revenue Bonds, Series 1993A, to the successful bidder
upon certain conditions as set forth in the Resolution. Seconded by
Director Gant.

Motion carried 4 - 0
Director Jones absent

E. RESOLUTION R93-12 PROVIDING FOR REDEMPTION OF OUTSTANDING
ELECTRIC SYSTEM REFUNDING REVENUE BONDS, SERIES 1985

Director Bobroff moved to approve Resolution R93-12, which provides
for the redemption on October 1, 1994 of the outstanding Electric System
Refunding Revenue Bonds, Series 1985. Seconded by Director Lowenstein.

Director Gant asked if this was part of the original series we
planned to defease. Mr. Welsh said we had planned a cash defeasance on
this but with the drop in interest rates it made it possible for us to do
an advance refunding. He explained the potential utilization of these
funds which will be evaluated.

Motion carried 4 - 0
Director Jones absent
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F. OTHER - None
G. HEAR GENERAL MANAGER, ATTORNEY, DIRECTORS

GENERAL MANAGER

M. Welsh thanked the nenbers for their tine and patience.

ATTORNEY - No comments

DIRECTORS

Chairman Hord inquired how nmany other capital itenms of any

significant dollar value ($1 million and over) do we have yet to bid in
relation to Cane Island, Clay Street or any other substation in the near
future as part of this project. M. WlIlsh stated that there wll be
several presented during the next neeting which he briefly outlined.

Chai rman Hord inquired what nethod of bidding, etc. is being used.
Staff responded that anything conmplex will be handl ed under our Conplex
Bi ddi ng Procedures. Chairman Hord enphasized that although he was not
faul ting anybody, it’s our business and if its legal to do it, that is how
our business should be run. He did not want our Engineers bidding for
ot her people. He hoped they got the nessage the Board was sending via
Staff. He felt if the systemin the future warranted further discussion
he woul dn't be opposed to a small workshop. M. Wlsh felt the procedure
is pretty well set and would be followed. Chairman Hord asked that M.
Wel sh, M. Sharnma and M. Tillman | ook over the information prior to the
next neeting and address all these issues and evaluate them He stressed
that if Staff did not feel confortable with anything, that they not bring
it to the Board for action. Its the principle of these repetitive issues.
M. Welsh stated considerable nore attention would be given to mnimze
getting into these situations again

H. ADJOURNMENT: Meeting adjourned at 8:30 p. m

ATTEST:

SECRETARY



