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MINUTES OF REGULAR MEETING OF KISSIMMEE UTILITY AUTHORITY,
HELD THURSDAY, JANUARY 22, 1987, AT 6:15 P.M., CITY COMMISSION
CHAMBERS, MUNICIPAL ADMINISTRATION BUILDING, KISSIMMEE, FLORIDA.

Present at the meeting were Chairman VanMeter, Vice Chairman Hord,
Secretary Bobroff, Assistant Secretary Jones, Director Price, Director
Gant, Attorney Brinson, General Manager Welsh, Recording Secretary
Fitzgerald.

A. MEETING CALLED TO ORDER at 6:15 P.M. by Chairman VanMeter.

B. AWARDS AND PRESENTATIONS

1. 5 YEAR SERVICE AWARD - DAVID PAYNE

Mr. Welsh commented on David's accomplishments during his 5 years
with the organization and the team spirit he displays. Due to illness,
David was unable to attend the meeting and the award was accepted on his
behalf by Max Alderman, Mgr. Of Generation & Transmission.

2. EMPLOYEE OF THE QUARTER - TOMMY THOMASON

Mr. Welsh highlighted Tommy's technical expertise and outstanding
abilities. Tommy has held two jobs in his lifetime, 23 years in the U.S.
Air Force (retiring in 1974) and the KUA. He says this is the way he wants
to keep it. He was presented with a plaque and given two days off, with
pay. A plaque bearing his picture will be displayed in the lobby for the
remainder of the quarter.

3. HEAR THE AUDIENCE - None

D. INFORMATIONAL REPORTS (REQUIRING NO ACTION)

1. PROGRESS REPORT ON ENGINEERING PROJECTS

Ken Davis, Mgr./Planning & Engineering, highlighted each project.
Transmission System Expansion is near completion with only the transformer
at Marydia remaining to be put into service. This will be done Tuesday of
next week, completing the project. Combined Cycle Unit Improvements
substantially complete with only one punch list item remaining.
Distribution System Expansion, for which public information session was
held tonight, will get under way soon, beginning with looking for site
location, survey work and abstracting.

Due to a problem with getting subs in, the contractors have requested
delaying the bid process on the administrative office renovation. Mr.
Davis suggested moving it back a week to February 3, scheduling Board
action for February 5. Mr. Welsh said he would ask that the January 29
special meeting be rescheduled to February 5. Chairman VanMeter discussed
this with Attorney Brinson and stated the item would be brought up under
Old Business on the agenda.

2. COST OF POWER ADJUSTMENT

Mr. Alderman reviewed the COPA rate for the month of December, 1986,
which was an actual negative $0.00111/kWh, as compared to an estimated
$0.00522/kWh. CR-3 being down has increased the cost of Schedule D firm
power and increases the cost in the broker area. Natural gas prices have
gone up sharply. The combined cycle unit was brought up today, breaker on
the steam turbine was closed about midday in anticipation of the cold
weather. The unit will be running full time for the next two to three
days. Mr. Alderman and Mr. Welsh answered questions from the Board. The
COPA fund was discussed at length.
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3. COMPREHENSIVE ANNUAL FINANCIAL REPORT

John Vodenicker, partner with Arthur Young & Company, began by
reading the auditors report (B-5 in the book). The presentation this
year was put into conformity with a public utility making the financial
statements in a somewhat different format. The balance sheet is
probably the most different in the report. During Mr. Vodenicker's
detailing of the report, questions from the Board were answered. A
handout was given to the Board giving highlights of the operation for
the year, taken off of the financial statements, with Mr. Vodenicker
reviewing its contents.

Director Bobroff initiated a discussion concerning the management
letter contained in the back of the book. He expressed concern that
this was not forwarded directly to the Board. John Hearn stated that
the management letter itself is required by the Auditor General, to be
bound and sent to him. This is not a report which is distributed to the
public. The report that goes to the public does not have the management
comments in it. A lengthy discussion followed with the consensus being
that the matter was handled properly and adequately.

Further questions relative to the report were answered by Mr.
Vodenicker.

4. MONTHLY CONDENSED FINANCIAL REPORT

John Hearn, Finance Director, stated that in addition to the
normal report is a quarterly investment report. The Statement of Income
format has been changed to follow the format of the Annual Financial
Report and to more closely follow the utility financial statements. He
highlighted details of the report and answered questions from the
Board. The Purchasing Report was discussed with the Board asking that
it be better detailed in the future.

5. 1988 ANNUAL BUDGET CALENDAR

Mr. Welsh stated that the calendar was prepared by the budget
committee and approval is requested for the dates noted which include
Board involvement. The February 5 goal-setting workshop should be set
up tonight. Two dates, July 9 and 16, were set for review in order to
meet the July 23 public hearing. The calendar is geared to preparing
the budget for presentation to the City. Director Price suggested
picking a Saturday and completing the review in one day rather than
working late into the night to get the job done. This was agreed to
with Saturday, July 11, 8:00 AM being scheduled. Chairman VanMeter said
the bid review was going to be set later for February 5 and this is
also scheduled for the goal-setting workshop. Mr. Welsh distributed a
listing of meeting dates (regular and workshop) indicating that the
first date shown was January 29, special meeting for bid award. He
stated the award would take only a short time (10 to 15 minutes). April
2 has been scheduled for a workshop on Long Range Power Supply and
System Expansion. This date was agreed to by the Board.

6. FLORIDA CITIES FUELS COMMITTEE UPDATE

Bill Ulseth, representative to the Fuels Committee, noted that
Florida has one procurer of natural gas, Florida Gas Transmission. As a
result, the Fuels Committee is trying to establish a means of procuring
other gas. A subcommittee has been created to try to obtain "spot gas".
The purpose is to procure small quantities of gas (approximately 25% of
their daily take) with no city being in jeopardy of taking more than it
normally would. The contract would be contingent upon transportation of
gas from its location, through FGT's pipeline, to the cities. FGT has
to file with the Federal Energy Regulatory Commission (FERC) to get
approval to transport other gas.  At present they have no incentive to
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transport other gas than their own. If the cities signed a contract
with another supplier, it would force FGT to apply with FERC for a
Section 7-C of the Natural Gas Act in allowing them to transport the
gas. Negotiations are underway with suppliers to bring it in at a
price, including transportation, less than that which FGT charges.
Bottom line is that we would not be paying more for gas than we are
presently paying. He further detailed the procedure and answered
questions from the Board. Discussion followed with Attorney Brinson
explaining some of the legalities involved and past history.

E. OLD BUSINESS

1. SPECIAL MEETING

Chairman VanMeter entertained a motion to reconsider the Board's
action of the December meeting setting the special meeting for January 29
and reschedule it for February 5.

Director Bobroff moved, seconded by Director Hord, that the Board
reconsider action on the special meeting of January 29.

Motion Carried 5 - 0

Director Bobroff moved, seconded by Director Hord, to establish a
special meeting on February 5, 6:00 PM.

Motion Carried 5 - 0

2. AUTHORIZING RESOLUTION AND OTHER DOCUMENTS RELATED TO THE 1987
REFUNDING BONDS

Robert Freeman, Bond Counsel, explained that Resolution R87-1,
proposed for consideration and action tonight, authorizes the issuance of
refunding bonds in an amount necessary to accomplish the refinancing of
the 1982-A debt. This would not be binding on or commit the Authority to
issuance of the bonds. Issuance would only be authorized by the second
resolution and after a purchase contract had been presented. R87-1
incorporates all of the covenants and agreements that were contained in
the original Bond Resolution 5-83 that was adopted by the City in
connection with the issuance of the bonds that are proposed to be
refinanced.

Chairman VanMeter referred to pages 3 and 4, items C, D, F and G of
Section 1.03, which indicate 1986 Bonds instead of 1987. Mr. Freeman
stated that references to Series 1986 in paragraphs B through G will be
changed to Series 1987. He said he will also change page 22, second
paragraph, to reflect that Section 6.02 will read "The Refunded Bonds
will be called for prior redemption in a resolution to be adopted
subsequent to the issuance of the 1987 bonds." Corrected pages will be
forwarded by Mr. Freeman.

Director Bobroff moved to approve adoption of Resolution No. R87-1
authorizing the issuance of electric refunding revenue bonds Series
1982A, to be signed by the Chairman and Secretary. Seconded by Director
Price.

Motion Carried 5 - 0

Director Bobroff moved for approval, substantially as to form, the
Award Resolution, Escrow Deposit Agreement, Official Statement and
Purchase Contract. Seconded by Director Hord.

Motion Carried 5 - 0
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Melinda Wolfe, Merrill Lynch, highlighted the current status of
the bond market. She began by explaining that MBIA, formerly the
Municipal Bond Insurance Association, is now the Municipal Bond
Investor's Assurance. In making this change it is necessary to
reexamine the KUA credit which is a process they must go through. There
should be no problem and they are committed to the same cost as far as
the charge for the insurance. This is expected to be completed by
Monday. She discussed the municipal bond market as it stands at this
point. At present we are looking at coupons at approximately 6 3/4. At
that level they think they can come close to achieving the $5 million
target. They feel the market will remain at its current level and feel
they can come to the Board very soon with a contract. Questions from
the Board were answered by Ms. Wolfe.

Mr. Welsh said when the savings is made in the debt service there
will be an extraordinary loss of $10 million, which is a paper loss.
There is concern whether the increase in the debt which occurs through
this refinancing would in any way affect our ability to do future
financing. Jim Schuster has pursued this and received positive
assurance from Standard & Poor's and Moody's through our financial
advisor, Southeastern Municipal Bonds. Mr. Schuster addressed the Board
by recapping where we presently stand and the current strategy. Today
we are at a $5 million present value savings or about 8~%. We are
approaching our target. The strategy he is offering is that in the next
8-week period we obtain a week-by-week forecast from Merrill Lynch.
With our readiness, it would only take us about a week to actually lock
in our interest rates. He said the trigger to go in that direction
would be any indication in the forecast that there is a beginning in
the upturn of the interest rate. There is a possibility of getting 10%.

The other side, Mr. Schuster explained, is the fact that there
will be approximately a $10.9 million loss on the refunding due to the
nature of the refunding. Projected to the end of this fiscal year that
would wipe out the unreserved retained earnings. The balance on the
books would be essentially all of the assets being offset by total
liabilities, with the exclusion of the restricted assets that are
pledged toward bond retirement. He pursued this to see if it would in
any way jeopardize our future ability to issue bonds or to obtain a
reasonable rating. A response from Toby Wagner explaining this matter
was handed out. Mr. Schuster feels the situation was adequately
addressed and feels comfortable with it. The debt equity ratio is
considered good in the industry as a whole. This issue will be dealt
with in the financial plan as the projected financial condition
includes the amount of retained earnings KUA wants to accumulate during
the 5-year period. Some research has already been done as far as
industry standards for what is "a good ratio." He feels we are in a
good position to go ahead with the bond issue.

F. NEW BUSINESS

1. CAPACITOR BANK INSTALLATIONS

Mr. Welsh said there is an ongoing need on the system to support
the system in terms of reactive control or var support. The
installation of 30 Megavars (Mvar) of capacitors throughout the system
on 5 different distribution buses is needed.

Ken Davis, Mgr./Planning & Engineering, gave a basic description
of the capacitors and explained Megavars (Mvar) and the need which
exists. He used as an example a heavy summer motor load created by
air-conditioners and a net load on the system of 90 MW. The 90 MW's are
transported through the system to the customers. That 1S all we are
measuring, metering and getting revenue from. With a situation of 90%
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power factor, we are also transporting 44 Mvar on the system, which
means we are loading the line and this transformer to 100 MVA (the
rating of that transformer). This is loading the transformer to its
maximum capability but only realizing 90% of the availability of the
capacity of the transformer. In order to supply the vars it is suggested
installing capacity banks. Capacitors will be installed in all new feeders
in the future. At present there is a need to get the reactive system
needs, which means installing bulk capacitors. If the vars are not
supplied, the voltage will begin to sag downward. He suggested putting
five 6 Mvar banks at the substations. Discussion followed with questions
from I the Board being answered.

Director Jones moved to authorize Black & Veatch to proceed with the
engineering design necessary for the installation of the 30 Mvar of bulk
capacitors for the not-to-exceed cost of $70,000, to be funded from the
proceeds of the 1984 Electric Bonds. Seconded by Director Price.

Motion Carried 5 - 0

Mr. Welsh stated he had another item to be brought before the Board
at this point which requires action. The item is Wire Bid KUA 1-87.
Chairman VanMeter entertained a motion for placing the wire bid on the
agenda.

Director Bobroff moved to place on the agenda the item of wire bids
which have been received. Seconded by Director Jones.

Motion Carried 5 - 0

2. WIRE BID DISTRIBUTION KUA 1-87

Mr. Welsh stated there are two actions needed. The first is a bid for
62,000 ft. of 1/0 15 KV wire. The low bid was received from CED for
$704.87 per thousand for a total of $43,701.93. Approval of the Board is
requested to accept this low bid. Discussion followed.

Director Price moved to approve Wire Bid KUA 1-87 for the purchase of
62,000 ft. of 1/0 15 KV wire from the low bidder, CED, for a total price
of $43,701.94. Seconded by Director Jones.

Motion Carried 5 - 0

The second item, Mr. Welsh explained, is that staff has gone back to
negotiate with the supplier a lower cost for the 4 reels of wire delivered
in error. This wire can be used on the system. The original cost was
$7,099 per reel and a price of $6,000 per reel has been negotiated. There
was a need for 6 reels and a request for bids has been made and the lowest
price was from Raybro at $6,247 per reel for a total price of $36,882.
This is slightly higher than the price negotiated for the 4 reels. It is
recommended that we purchase 6 reels at $6,147 per the bid and buy the
additional 4 reels at the lower price of $6,000. This wire will be used
quickly and we may not be able to meet this price at a later date.
Discussion followed.

Director Bobroff moved to accept the low bid of Raybro for 6 reels of
500 MCM-15KV underground cable at $6,147 per reel for a total cost of
$36,882.

Motion Carried 5 - 0
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G. Consent Agenda

Director Bobroff moved to approve the Consent Agenda. Seconded by
Director Jones.

Motion Carried 5 - 0

1. APPROVAL OF MINUTES OF DECEMBER 18, 1986, MEETING

2. LINE EXTENSION CONTRACT, CITY OF KISSIMMEE SEWER PLANT

H. HEAR GENERAL MANAGER, ATTORNEY, DIRECTORS

Mr. Welsh handed out the latest Rate Comparison. He called attention
to the APPA National Conference material included in the Board's packets.

Director Hord asked Mr. Welsh if our crews are trained in CPR. Mr.
Welsh said they are and we are currently scheduling additional training to
update and also to train any new people. The recent accident by employees
of a contractor was discussed as to how it affects KUA.

Director Price mentioned the calendar for the year and said time
needs to be set aside for replacement of Chairman VanMeter on the Board
for next year. He suggested looking at the procedure and possibly make
changes from the past. Chairman VanMeter suggested that Director Price put
his thoughts and observations in writing and give this to the Board for
consideration. Mr. Welsh said it might be well for Director Price to meet
with him to discuss what the process has been in the past since he has
seen only a limited portion.

I. ADJOURNMENT

Meeting was adjourned by Chairman VanMeter at 9:15 PM.


