June 12, 1996
Page 1584

M NUTES OF SPECI AL MEETI NG OF KI SSI MVEE UTILITY AUTHORI TY, HELD
VEDNESDAY, JUNE 12, 1996 AT 6:00 PM BRINSON BOARD ROOM
ADM NI STRATI ON BUI LDING 1701 W CARRCLL STREET, KISSI MMEE, FLORI DA

Present at the neeting were Chairman Gant, Vice-Chairnman
VWalter, Assistant Secretary QGuthrie, D rector Hord, D rector
Lowenstein, Vice-Mayor Dorsett, Attorney Brinson, President and
CGeneral Manager Wel sh, and Recordi ng Secretary ORourke.

A. MEETING CALLED TO ORDER at 6:05 p.m by Chairman Gant.

B. BUDGET REVIEW

1. INTRODUCTION - JAMES C. WELSH, PRESIDENT & GENERAL
MANAGER

M. Wlsh stated that the budget package represents the
culmnation of a lot of work by a lot of people throughout KUA
both in Finance and the operating departnents. M. Wl sh expl ained
we will go through our normal format with a financial overview,
per sonnel overview and then a review of both the O%M and capita
budgets by each departnment. M. Wl sh stated that Joe Hostetler,
Director of Finance would give the financial overview and also the
personnel overview due to the fact that Neville Turner, Director of
Personnel is on vacation.

M. Welsh explained three basic points that would be covered
wi thin the budget. The first was three new enployees in the
budget . Actually there are five additional places, with two
decreases over positions that were in the 1996 budget for a net
i ncrease i n personnel of three additional enployees. This will be
detailed in the personnel overview.

M. Wl sh said we would al so be recommendi ng that the Board
approve a 3% Mrket Level Adjustnment for non-bargaining unit
personnel to be effective Qctober 1, 1996. W are not recomendi ng
at this tine any salary adjustnments for the bargaining unit
personnel since an increase is subject to collective bargaining
negotiation. M. Wlsh stated we have not started negotiations for
the 1996/ 97 fiscal year yet, so we do not know what the union wll
be requesting for bargaining unit personnel. M. Welsh said it
woul d be premature to make a recomrendation at this point.

M. Welsh also stated we are recommendi ng the Board approve
funds to make a dental plan available to all personnel. The plan
woul d be effective for non-bargaining unit personnel on January 1,
1997 so that it coincides wth the date the health insurance

contracts becone effective or are renewed. M. Welsh said we
anticipate offering the dental plan to all enployees, including
bargai ning unit enployees. Since the plan is an enploynent

benefit, it is subject to negotiations. W would present it as
part of the proposed benefit package to be included in the contract
that is negotiated for the fiscal year 1996/97, to be effective
January 1, 1997 or the date the contract is ratified, whichever is
| at er.
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2. FINANCIAL OVERVIEW - JOE HOSTETLER, DIRECTOR/FINANCE

Chai rman Gant suggested the wording be changed on the first
line of page I1-5. It now reads Aas we nove toward deregulation in
the electric utility industry@ and Chai rman Gant suggested it read
Asince there appears to be a nove toward deregulation in the
electric wutility industryd. Chairman Gant stated we should
approach deregulation in this manner instead of accepting the fact
that we are noving in that direction. M. Wlsh stated the wording
woul d be changed to reflect this.

M. Hostetler distributed an errata sheet covering m nor
changes and corrections to the budget and briefly explained these
changes. M. Hostetler:s overview began with the fiscal policies
establi shed by the Board and Budget ed Revenues and Expenses.

M. Hostetler then explained the Summary of Qutstandi ng Debt

Service on page I1-17 and Director Hord asked if we needed
approximately another $8 mnmllion between 1997 and 1998.
M. Hostetler said that was correct. In 1997, we have to conme up
with out of current operations $5.6 mllion and in 1998, al nost $13
mllion. M. Hostetler stated that we will outgrow this based on

growt h projections. M. Hostetler said they are studying the
situation with our Financial Advisor, watching the nmarket and wl |
do whatever they can to either reduce or elimnate a rate increase.

M. Hostetler explained the Summary of Expenditures by El enment
of Expense on page |1-18. Personal Services and Fringe Benefits
are reductions for 1997 over 1996 due to the fact that we have
capitalized nore of our |abor costs into using our work order
system into capital projects, capitalizing nore expense than we
have in prior years.

Chai rman Gant questioned the work order systemand if we are
capitalizing higher operating personnel expense. M. Hostetler
said that was correct and there are tw different ways we
capitalize. One is a capital project such as the |linenen and the
crews who are actually doing the work and all their tinme, fringe
benefits, materials they are wusing and truck expenses get
capitalized. The other is admnistrative costs that should be
capitalized for the Executive departnent, finance, purchasing, etc.
because these functions could not be done wi thout everybody being
here. M. Hostetler said this is being done to properly reflect
and to nore easily track total costs of all |abor, overhead and
mat eri al s. M. Wlsh stated the intent is not to inprove the
bottom I|i ne. The intent is to bring our day to day accounting
practices nmore in line with what they shoul d be.

Chai rman Gant questioned the repowering of Hansel and will we
really be involved in it in 1997. M. Sharma, Director of Power
Supply said yes, it is feasible and we could see sone tine paynents
for equi pnment which wll have to be ordered.
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M. Hostetler then gave a brief review of the Operating
Statenent on page I1-11. Director Hord questioned the operating
income which is $4 mllion short or dowmn 42% M. Hostetler said
there are depreciation expenses which is roughly half of that,
which is a non-cash expense. M. Hostetler stated we woul d grow
out of this due to sales grow h.

M. Hostetler went over the Bal ance Sheet on page 11-12. He
stated insurance is going up by 17% due to the fact that the $3
mllion fund is not adequate in case we were hit by a severe

hurricane. M. Hostetler stated utilities are trying to build up
internal funds in order to protect them from not having the cash
avail able to rebuild their system pendi ng rei nbursenent from FEVA
There is no insurance carrier that will carry a utility for this
kind of a loss. M. Hostetler said nost utilities, depending on
their size, are thinking about sonewhere between $5-10 nillion
M. Hostetler said we are suggesting to build the insurance fund up
$250, 000 a year until we reach at least the $5 mllion |evel.

M. Hostetler stated the total budget is $122,553,429 but the
errata statenent will change this slightly to sonewhere around
$122,500,000. The exact dollar anpbunt will be presented at the
Publ i ¢ Heari ng.

3. PERSONNEL OVERVIEW - JOE HOSTETLER

M. Hostetler is giving this presentation for M. Neville
Turner, Director of Personnel & Ri sk Managenent who is on vacation.

M. Hostetler reviewed the Organizational Chart of al
departnments on page [-18. In Power Supply we are recomendi ng one
new position, in Information Systens we are recommendi ng two new
positions, in Engineering two additional positions and del eting one
position and in Custoner Relations deleting one position. There
are no changes in Finance, Personnel, Mterials Mnagenent and
Transm ssion & Distribution. In 1996 we had 258 enpl oyees and are
projecting 261 enpl oyees for 1997. M. Hostetler stated we have
five new positions |less the two positions which we are del eting,
whi ch nets three positions.

Chairman Gant questioned the two additional positions in
Information Systens and said it is difficult to justify hiring for
positions that return no revenue. M. Wl sh stated we have been
going to outside contractual users and al so have been relying on
HTE to nake changes to the work order system but there are al ways
delays. M. Hostetler said we have a very conplicated work order
system and we have sone changes that need to be done to the
programto nmake it effective for us. M. Hostetler said we either
have to do the changes ourself or pay HTE to do them and HTE is
growi ng so fast they do not have the resources. M. Wlsh said
this is an ongoing problemw th having to continually inprove the
wor k order system
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Director Lowenstein questioned if we have outgrown HTE.
M. Welsh stated after a |ong, thorough review of HTE we have not
outgrown them and do not want to get rid of them Basically they
have done a good job for us.

Director Hord asked if instead of hiring two new people for
Information Systenms, <couldnt we hire tenporary enployees.
M. Welsh stated we have been going through that for the past two
years, but we are now at the point where we need to internalize
somewhat. M. Welsh said we are addi ng one System Programmer and
one User Training & Support Associate which would be added support
for the data processing users throughout the system in all the
depart nments.

M. Hostetler stated in the Ten Year Plan we asked the Board
to approve a 3% Market Level Adjustnent. M. Hostetler said we get
nost of our projections fromKiplinger and they are estimting 3-
1/ 2%

Moved by Director Lowenstein, seconded by Director Guthrie, to
approve staff:s recommendation for a three percent (3%) Market Level
Adjustment for the non-bargaining unit personnel effective October
1, 1996.

Motion carried 5 - 0

M. Welsh reiterated we are not reconmending at this tinme any
sal ary adjustnents for bargaining unit personnel since the anpunt
of such increases is subject to collective bargaining negoti ati ons.

We have not started negotiations for the 1996/ 97 year yet and do
not know what the union will be requesting for the bargaining unit
personnel and it would be premature to make a recommendati on at
this point.

M. Hostetler stated the Personnel Departnent did a survey of
other utilities and their dental plans. Both Osceola County and
the Gty of Kissimmee pay for dental for their enployees.
M. Welsh said the outside nmaxi rum exposure woul d be $20 per nonth
per enployee or a total of $60,000 per year. M. Welsh stated
approving the dental plan would have a bigger inpact in terns of
appreciation than another 1/2%in the payroll itself.

M. Welsh stated we shoul d expl ore packages that parallel our
medi cal coverage which basically gives the enpl oyee the choice of
taki ng the basic regular coverage where they have conpl ete choice
of their physician or dentist. As an alternate choice for the
enpl oyee we shoul d explore going into an HMO type plan where they
woul d have to use a selected dentist but their co-paynent woul d be
alittle bit |ess.

Chairman Gant stated he did not approve of dental plans
because they usually tell you what dentist to go to and it is not
in the enployeess best interest to be forced to change dentists
because of the dental plan they now have. Chairman Gant said sone
may choose to do it to get paid, but then will go where they are
projected to go and he does not agree with this concept in general.
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Director Hord stated our revenues for the comng year are
declining by $4 mllion and you have to stop sonewhere. Director
Hord said we are perhaps approachi ng deregul ati on and sone day our
sales may not be what they are now, but once you neke this
commtnent of a dental plan to the enployees you will never take it
away. Director Hord stated KUA offers a | ot of good benefits, it-=s
a good place to work, offers a fair wage and enough is enough.

Director Guthrie stated he would be in favor of investigating
a dental plan and does not believe it is an unreasonabl e benefit.
Director Quthrie said many conpani es have this benefit and it is no
| onger innovati ve.

Director Lowenstein stated he would be in favor of an
i nvestigation of a dental plan.

Director Walter stated we need to be conpetitive with benefits
that we offer to enpl oyees and believes we should take a ook at it
to see what the bottom dollar would be before making a fina
conmi t ment .

M. Welsh stated the dental plan would be available to al
per sonnel including bargaining unit enployees. Since the plan is
an enploynment benefit it is subject to negotiations. W woul d
present it as part of a proposed benefit package to be included in
the contract that is negotiated for the fiscal year 1996/ 97 to be
effective January 1, 1997 or the date the contract is ratified,
whi chever is |ater.

Moved by Director Guthrie, seconded by Director Walter, to
approve staff:s recommendation for a dental insurance plan with the
recommendation that the Board review and approve the program prior
to it being put into place.

Motion carried 4 - 1
Director Hord wvoted no

The neeting recessed from7:55 p.m to 8:05 p. m

4. DEPARTMENTAL, O&M AND CAPITAL BUDGETS

a. POWER SUPPLY - BEN SHARMA

M. Ben Sharma, Director of Power Supply, highlighted the
depart ment organi zation chart. This year there are 84 enpl oyees in
the departnent. M. Sharma pointed out there are three divisions
within the departnent. M. Sharma introduced Jeff Ling, Mnager of
Power Production, Robert M Il er, Manager of Bul k System Pl anni ng,
Randy Christian and Ray Brennick who head the System Control
Di vi si on.
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M. Sharma explained the need of one new person in the
departnment, which would be a Uility Worker. This Uility Worker
woul d be nore |ike a handyman doi ng what ever needed to be done.
This work used to be done by Mechanics, but now the Mechanics are
split between the two plants and they have no tinme to do these
smal | j obs.

Chai rman Gant questioned the 40% i ncrease in Personal Services
on the Operating & Maintenance Expense chart on page 111-18.
M. Sharma stated this was due to the reclassification of
Oper at or s/ Mechanics associated with the cross-training program
whi ch increased sal aries and wages. Overtine al so increased due to
the cross-training program

M. Sharma highlighted the Capital Expenditures on page |V-4
due to the fact that sone of these itens were not included in the
Ten Year Plan. One is the Exhaust Plenum for the Hansel Conbined
Cycle unit. The other itemis the Automated Trouble Call Answering
Syst em Conput er Equi prent. This equipnent will record all trouble
calls in sequence and then the conputer will locate the faults to
make it easier for Transm ssion & Distribution to understand where
the problemstarted. After the trouble calls have been answered,
this automatic systemw ||l also call back those people who called
earlier to see if their power is back on.

Director CQuthrie questioned if there were any outside
conpanies that offer this type of service. M. Wlsh stated they
do not offer what this systemw |l be able to do for us.

Director Hord questioned the Control System Upgrade. M. Jeff
Ling stated it is now an anal og system and we would be going to a
digital system |If we do the repowering of Hansel, this upgrade
will not be needed. M. Ling said our current systemis old and
out of production and has been for several years because we cannot
get the parts for it. The major function of this systemis to
nmonitor and maintain the gas turbine. It stops the gas turbine, it
nmonitors the systemon the gas turbine and it is the safety system
of the gas turbine.

Director Hord also questioned the Frame 7 Conbustion
| nspecti on. M. Ling explained this is a routinely schedul ed
mai nt enance i nspection that takes place at 8,000 hours and consists
of dismantling the conbustor section of the turbine, inspecting al
the major parts and replaci ng any damaged conponents.

Chai rman Gant stated Stanton Il is on line and we will be in
Stanton Il through FMPA. W wi || purchase power through FMPA and
this will inmpact our COPA significantly. Chairman Gant questi oned

if this meant a rate increase to our custoners. Chai rman Gant
asked M. Sharnma to take the kilowatt hour cost from Stanton | and
Stanton Il and give the Board a conparison on the two. Chairman
Gant wants to know what the cost between those two units is. He
said to include the debt service needed to serve it and take our
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regular cost, bring it in at 7% and anortize it over 30 years

Chairman Gant stated the Board needed to take a |ook at these
nunbers because the revenue is going to increase in COPA and if
that is going to be reflected in the rate to the custoner, that is
a rate increase.

b. INFORMATION SYSTEMS - DENNIS WICK

M. Dennis Wck, Director of Information Systens, briefly
hi ghli ghted the departnent organization chart. M. Wck stated
there are two additional positions needed - a System Anal yst &
Programmer and an Associate User Training & Support Specialist.
M. Wck stated there are no differences between the budget and the
Ten Year Pl an.

Chairman Gant asked if M. Wck was upgrading all users to
OS/ 2WARP. M. Wck stated no, he was not adding this to anything
new. Chairman Gant said he felt in a conmmercial setting such as
KUA, we should not be using Wndows 95 and we should be using
Wndows NT. M. Wck stated he thinks these two prograns are going
to merge and be one.

c. TRANSMISSION & DISTRIBUTION OPERATIONS - KENNETH LACKEY

M. Ken Lackey, Director of Transm ssion & Distribution, gave
a brief overview of his departnent. M. Lackey stated there are no
di fferences between the budget and the Ten Year Plan. M. Lackey
said there are no changes in the nunber of personnel.

Chai rman Gant questioned the inventory issues of 2,195, 000.
M. Hostetler stated this is the entire amount of the
capitalization of work order expenses and part of this is personal
services, fringe benefits and the nmajority of it is materials and
suppl i es. M. Hostetler said it is listed as inventory issues
because it is all the materials that are taken out of inventory
under Materials Managenent and given to the line crews to go out
and do a line construction.

d. ENGINEERING - KENNETH DAVIS

M. Ken Davis, Director of Engineering, stated we are adding
two new positions, an Engineer and a Meter Technician and del eting
one SCADA Techni ci an.

M. Davis said the only itenms not included in the Ten Year
Plan are Line Relocation and Conputer Equipnent on Capital
Expendi t ures. M. Davis said $250,000 will be funded for line
relocations in case it is needed.
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e. CUSTOMER RELATIONS - CHRIS BECK

Ms. Chris Beck, Director of Custoner Relations, highlighted
t he departnent organization chart explaining the Receptionist is
transferring from the Personnel departnment to the Custoner
Rel ati ons depart nent. Ms. Beck stated sone enpl oyees are being
nmoved around internally to acconmodate doi ng nore transactions over
t he phone. Ms. Beck said there is a deletion of one Meter Systens
Admi ni strator.

Ms. Beck stated there is an increase in Professional
Contractual Services due to the fact that the maintenance of the
Carroll Street building is also being transferred from the
Personnel departnment to the Custoner Rel ations departnent.

Ms. Beck said on the Capital budget the only change fromthe
Ten Year Plan is the addition of a neter tester for onsite checking

of meters. This device will enable us to test a custonmer:s neter
onsite the day the custonmer calls us. M. Beck stated four or five
people in her departnent will be trained to do this.

£. FINANCE & GENERAL MANAGEMENT - JOE HOSTETLER

M. Joe Hostetler, Director of Finance, highlighted the
departnment organi zation chart and stated there are no differences
bet ween the budget and the Ten Year Plan and no plans to add
addi ti onal personnel.

M. Hostetler reviewed the $1,000 per nonth retainer fee for
our financial advisor versus what we mght actually incur on a
yearly basis. M. Hostetler stated the $1, 000 per nonth retainer
fee is a bargain considering all the work the financial advisor
wi || be doing.

M. Hostetler stated that the intention of the Investnent
Commttee was to have four nenbers: Jim Welsh, Joe Hostetler,
Craig, our financial advisor and Ken Kilgore, City of Kissinmee
Finance Director and the function of this commttee is to give
advice to M. Wlsh and M. Hostetler and M. WlIsh would
ultimately go to the Board and nake any recommendations for any
changes or new policies. M. Welsh wanted to clarify that the
Board-s intention for this commttee was to be set up as an advi sory
panel to the staff as a staff resource, not as a direct advisory to
t he KUA Boar d.

Director Quthrie questioned what the wording is on our policy
inreference to this commttee. M. Wlsh stated the intent is to
develop a policy directive on investnents and bring it back to the
Board. M. Wl sh said we do not have a policy directive that has
set up this conmmttee, we have a policy directive that the
commttee was not set up under. Therefore, the financial policy
that woul d describe this has yet to be brought before the Board by
M. Welsh and for the Board to adopt.
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Attorney Brinson stated if it is an advisory commttee, then
we have to conply with the Sunshine law, but it was the Board:-s
understanding that this commttee was set up to assist M. Wl sh,
who in turn would go before the Board and was not set up as an
advisory commttee. M. Wlsh stated it is nore of a resource and
wor ki ng group for hinself and M. Hostetler.

M. Welsh wanted to clarify that his interpretation of the
intent of the Board was for M. Wlsh to utilize this commttee as
a resource for his own purposes to be able to formulate a
recommendati on as President & General Manager to the Board. It was
the consensus of the Board that this indeed was their intent.

M. Hostetler then highlighted the General Managenent
departnment and stated there is no change in personnel and no change
fromthe Ten Year Pl an.

g. PERSONNEL & RISK MANAGEMENT - JOE HOSTETLER FOR NEVILLE
TURNER

M. Hostetler highlighted the departnent organization chart
and stated there are no changes fromthe Ten Year Plan, except the
addition of the budget for community support activities of $35, 000.

M. Hostetler stated the Receptionist is being transferred to the
Custoner Rel ati ons departnent.

Director Quthrie questioned other operating expenses up 58%in
t he CGeneral Managenent departnment. M. Hostetler stated that is
the contingency fund which is based on a fornula using estinmated
net er ed sal es.

h. MATERIALS MANAGEMENT - JAMES TILLMAN

M. JimTillman, Director of Materials Managenent, highlighted
t he departnent organi zation chart. M. Tillman stated this is the
sixth year in a row of not adding any new personnel. There are no
di fferences between the budget and the Ten Year Pl an.

5. CONCLUSION AND SCHEDULE REVIEW

Director Guthrie asked how nmuch of the budget reflects our
participation in the power pool and what wi |l happen to the budget
if we pull out of the power pool after our trial period. M. Wlsh
stated that the power pool affects what our cost of power is for
our econony power and our overall dispatch. M. Wlsh said we
still have those basic costs whether were in the pool or out of the
pool, but itss a question of how are they nost effectively and
efficiently done. M. Wlsh stated we are trying to analyze this
and that is why we are taking a whole year to look at it.
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C. OTHER

1.PROCLAMATION FOR E.C. ACHARLIEfl SHREVE, JR.

M. Welsh stated Charlie Shreve is a wonderful individual and
has known him ever since he has been associated here in Florida.
M. Shreve has been in the utility business all his life, was
utility director at Gainesville for a nunber of years and for the
| ast nineteen years was the Executive Director of the Florida
Muni ci pal Electric Association. M. Wlsh stated Charlie has
contributed significantly to the industry throughout the state and
the nation. M. Wlsh said Charlie is retiring now and this is an
opportunity for us to recognize himthrough this Proclanmation.

Moved by Director Lowenstein, seconded by Director Walter, to
approve the Proclamation for E.C. ACharliefl Shreve, Jr.

Motion carried 5 - 0

D. HEAR GENERAL MANAGER, ATTORNEY, DIRECTORS

GENERAL MANAGER

M. Welsh stated the City of Kissimee desires to have the 8
Broadway building earlier than Cctober if possible because their
tenant would like to get into the building. M. WIlsh said we are
attenpting to acconmodate those needs, but the City still cannot
cl ose before October 1st because they do not have the noney in the
budget. Attorney Brinson has suggested we | ease the building to
the Gty and then if the closing does not occur, they nust get out.

M. Welsh said we nay end up with two separate | eases. One | ease
for before we vacate the building and then another for after we
| eave there. Qur target date to nove out of 8 Broadway is August

9th. M. Wl sh stated for the first |ease, while we are still in
the buil ding, they would have the beneficial use of us covering the
utilities. For the second | ease, after we nobve out, insurance

taxes, utilities, etc. will all be their responsibility.

M. Wl sh conplinented and t hanked the Board for all the work
t hey have done in bearing with us in working through this budget
process. M. Wlsh said he really appreciated their tine and
attention.

ATTORNEY - No conments.

DIRECTORS

Chairman Gant stated that the staff outdid thenselves this
year in putting this budget together. He said it was an
outstanding job - easy to understand and easy to follow and he

really appreciated it.

Vi ce- Mayor Dorsett stated he can certainly see why KUA wins an
award every year for the budget and that we will probably win it
again this year. He said the budget was very well presented.
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Director Lowenstein said staff has definitely cone a | ong way.

Director GQuthrie stated the KUA Conmunity Qutreach section in
the budget is very inpressive and suggested we do sonething
publicly with this recap. He said perhaps a large ad in the
newspaper woul d be appropri ate.
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E. ADJOURNMENT: Meeting adjourned at 9:35 p. m




