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MINUTES OF REGULAR MEETING OF KISSIMMEE UTILITY AUTHORITY, HELD
THURSDAY, FEBRUARY 23, 1989, AT 6:00 PM, ADMINISTRATIVE BUILDING,
KISSIMMEE, FLORIDA

Present at the meeting were Chairman Hord, Vice Chairman Gant,
Secretary Bobroff, Assistant Secretary Lowenstein, Director Jones,
Director Van Meter, Attorney Brinson, General Manager Welsh, Recording
Secretary Rundio.

A. MEETING CALLED TO ORDER at 6:04 P.M. by Chairman Hord, who noted
that all Board members were present.

B. AWARDS AND PRESENTATIONS

1. EMPLOYEE OF THE MONTH - JIM WOFFORD

General Manager James C. Welsh said Jim Wofford, Power Plant
Operator/Generation & Transmission, was selected by his fellow
employees as March Employee of the Month. Mr. Wofford was ill and
unable to be present. Mr. Welsh highlighted his 16 years of dedication
and outstanding abilities, assisting his fellow employees, working
under pressure and getting the job done.  Mr. Welsh said Jim has been
a definite asset to the KUA organization, but hat Mr. Wofford was
retiring shortly.

Max Alderman, Manager/Generation & Transmission, accepted the
service award plaque in his stead from Chairman Hord, who extended
congratulations on behalf of the Board. Director Bobroff handed him a
$50 U.S. Savings Bond. In addition, he will receive a "reserved"
parking space and one day off, with pay.

C. HEAR THE AUDIENCE

Mr. Jim Scott, Buenaventura Lakes, questioned the reason for the
Board members and General Manager having spent $S, 000 in 18 months
for travel. He did not feel the ratepayers should be subsidizing all
the Board members attending the same convention

Chairman Hord concurred he and other members have attended
conferences and training sessions put on for all Board members,
including new members, sponsored by the American Public Power
Association (APPA). Director Bobroff is a director of the national
organization and travels to Washington, D.C., for this purpose.
Chairman Hord felt this was akin to what other Boards do and was
beneficial to all members and KUA. He responded the Seattle trip was
to the APPA National Convention. Mr. Scott questioned why Mayor Van
Meter went along, since he wasn't a voting member of the Board.

Mayor Van Meter responded to Mr. Scott by saying he was invited
to the APPA Conference. He said he has also been asked to give their
opening speech at the Orlando Convention in June. He considered it an
honor to have been chosen. He said he resented Mr. Scott's
accusations, and suggested it was nit-picking. The Mayor said
attending these functions made him more knowledgeable in working with
the KUA Board.

D. INFORMATIONAL REPORTS (REQUIRING NO ACTION)

1. PROGRESS REPORT ON ENGINEERING PROJECTS

Kenneth L. Davis, Manager/Planning & Engineering, reviewed
the Progress Report which was included in the Board packets.
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Mr. Davis indicated negotiations have been completed in
finalizing the general construction contract for Terry's Electric, Inc.
regarding the Carl A. Wall and Lake Cecile Substations Project. He
indicated revisions were received and contracts should be executed
within 2-3 days.

On the Long Range Power Supply, there is no new activity.
Engineers report that major portions of the study will be completed in
March.

All KUA personnel are now operating on the new Radio
Communications System conversion, with the exception of the
installation of the base station at Marydia. Phone lines are to be
installed next week.

Regarding the Michigan Avenue Line Relocation, staff is
currently developing the details of the work required.

The Feeder Addition at Airport Substation project has been
energized and carrying load; the project is complete.

Questions by the Board were answered by Mr. Davis as to starting
and completion dates of the two above substations, and the materials
(insulators) required on the Michigan Avenue project which may be
starting in May, 1989, etc.

2. MONTHLY F&A DEPARTMENTAL REPORT

James C. Schuster, Manager/Finance & Administration, gave a
presentation, using several overheads, on the Condensed Financial
Reports for the period ended January 31, 1989.

Director Gant inquired what assurance we have all the water
and sewer meters are being read consistently. Mr. Schuster replied we
have several methods, firstly, placing tokens on the route to insure
reader found them; secondly, checking the entire meter book.

Director Bobroff asked what interest we are earning on our
funds and whether any funds sit idle without earning interest. Mr.
Schuster said the current method is a state investment fund which is
cross-checked to market to see if we can do better. Major portion of
funds is on deposit with them and we have overnight repurchase
agreements for excess funds where they are authorized and these are
used immediately to reinvest on a daily basis.

Director Bobroff questioned if year-to-date interest earned
has been about 8%. Mr. Schuster concurred, and we are watching the
interest rates very closely and expect them to peak in early September
to make a decision to perhaps make some good investments near the end
of the fiscal year. Forecast is for interest rates to drop
substantially during last quarter 1989 and first quarter 1990, so will
try to lock in some good yields.

Since Mr. Schuster was also presenting the next item, it was
pulled out of sequence.

4. STATUS REPORT ON AUDIT AND FINANCIAL REPORT

Mr. Schuster stated that an extension has been requested for
submitting the Annual report with the State. Mr. Barrett of Coopers &
Lybrand was present to answer questions. Some in-house delays were due
to start-up problems with the new billing system and project
accounting, he said. Mr. Schuster anticipated the Financial Report
should be completed by March 31, 1989, and will be presented to the
Board at the April 27, 1989, meeting if this meets with the Board's
approval. He said we have not recruited our Budget staff as yet, so
some Accounting personnel are assisting.
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Questions by the Board were answered by staff. No problems are
anticipated.

3. COST OF POWER ADJUSTMENT

Mr. Max Alderman, Manager/Generation & Transmission,
highlighted, through overheads, the actual COPA rate for January, 1989,
as a negative $0.00430/kWh as compared to the estimated COPA rate of a
negative $0.00058/kWh. The primary reason for the decrease was lower
purchased power costs.

Staff's recommendation is to continue the Cost of Power
Adjustment of a negative $0.00150/kWh.

E. OLD BUSINESS

1. NORTH BERMUDA DISTRIBUTION COMPLEX - UPDATE

Mr. Welsh was pleased to report we are 8.2% below our budget
and according to projected construction time by the bidder, with penalty
clauses attached, we are ahead of the overall project schedule by 2-4
weeks.

Ken Lackey, Manager/Distribution Operations and Project
Manager for this Distribution Complex, gave a brief update on the
progress being made on the North Bermuda Distribution Complex. The bids
were received February 21, 1989, and evaluated by K&R Engineers &
Constructors, Mr. Parsons and Ken Lackey. The low bidder was General
Constructors, Inc., Orlando.

There was some concern as to the correctness of the firm's
bid and whether all specified construction was included. There was a
differential of $120,000 between the bidder and next low bidder. Mr.
Chuck Parsons, Project Architect, and Mr. Pat Ryan, Owners
Representative for the project, were at the meeting to address this
concern. Construction references were submitted by K&R Engineers and
Charles H. Parsons on behalf of the low bidder. Mr. Ryan indicated a
comprehensive study of the references of General Constructors, Inc. is
being made. A credit check is also being made.

Staff's recommendation is for the Board to approve the bid
submitted by General Constructors, Inc., in the amount of $1,305,550 and
the alternate add of $23,781 for the elevator installation and authorize
the Board Chairman and Secretary to execute the contract subject to
final bid approval by the Project Architect and Owners Representative
and approval of the contract by the KUA attorney.

Mr. Pat Ryan explained the two lowest bids and the profits
involved. He suggested it was a good bid and the contractor is that much
more efficient and will complete it in less time. He also suggested the
bidder may have missed something in his bid. Therefore, he contacted the
bidder, who has gone over his spread sheets, and assured us he has not
missed anything and stands by his bid. He is ready to sign the contract
now at this cost. Another concern might be the contractor knows he can't
do the job for this amount of money, but hoped to create reasons for
change orders as the job progressed to recover the money.

Mr. Ryan feels our investigation of this contractor is
incomplete and recommended to the Board that staff have authority to
sign a contract if our ongoing investigation convinces us he is
legitimate and can complete the job for this total cost. Mr. Ryan
assured the Board and staff that special attention would be paid by his
firm that no change orders would be made by General Constructors, Inc.
that are not legitimate.  Mr. Parsons feels the same way, he said. Mr.
Ryan said he found no overriding reason why KUA would want to spend
$120,000 for the next bidder.

Mr. Welsh made a point of clarification that recommendation is
to authorize the Chairman and Secretary to execute the contract under
those same conditions.
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Chairman Hord questioned why Erie Crate Manufacturing
Company, Orlando, liked General Constructors' work but would not
hire them again. Mr. Ryan said there apparently was a personality
conflict. Chairman Hord inquired the length of time required to do
an in-depth investigation and survey. Mr. Ryan replied, several
days.

Chairman Hord suggested to staff that the outstanding
issues be resolved prior to the Chairman and Secretary signing any
contract. He felt we should feel confident with the contractor
chosen and have any gray areas resolved. Director Bobroff expressed
concern over the 150-day completion time, which seemed unrealistic.
Mr. Ryan suggested some contingency time was necessary, due to
weather, deliveries, etc.

Director Jones questioned if Mr. Ryan's firm does a
thorough credit investigation on these contractors to see how they
pay their subcontractors, materials suppliers, etc. Mr. Ryan
replied he called the Florida State Licensing Board to check on
their general contractor's license. Their license was issued in
1980 and is current. No complaint has been lodged against General
Constructors. Director Gant was reluctant about the entire issue.
Director Jones inquired about his bonding capacity; this is being
checked, Mr. Ryan said, by the KUA attorney, Ed Brinson. The Board
was informed that General Constructors has been in business 10
years, though few members heard of them.

Chairman Hord suggested we mark time, allow Mr. Ryan to
do a complete investigation of General Constructors, and answer the
Board's questions to their satisfaction.

A Special Workshop Meeting was scheduled for 5:00 P.M.,
Tuesday, February 28, 1989, to discuss the results of Mr. Ryan's
credit investigation of General Constructors, Inc.

At this point, Director Gant expressed concern about the
usage of this property and Complex in total years, and what the
final decision was on the plans for the Distribution Complex
project. Mr. Welsh replied that the questions were resolved at the
November 23rd Workshop Meeting with a revised plan. At that time,
the Board instructed staff to bring back an evaluated and approved
contract. Discussion followed on updating everyone on the plan.

Chairman Hord indicated that the General Manager
expressed to the land owner of the property behind this that we
want to talk when they want to talk. Mr. Welsh confirmed this,
saying we are proceeding to obtain options and actual purchases
when they are comfortable doing that.

2. SURCHARGE - PUBLIC HEARING

Director Bobroff moved, seconded by Director Lowenstein,
that we recess our Board meeting and open the Public Hearing on the
PSC's (Public Service Commission) direction to us, and on
conclusion returning to the regular session.

Motion carried 5 - O

Jim Schuster indicated this was a Public Hearing to level
where it is reinstate the surcharge to its previous equivalent with
the utility tax. This was necessitated by the PSC's rejection of
the surcharge filed earlier. The ruling from the PSC was
essentially that our current provision under the PSC rules and
regulations would not allow for that approach to levy a surcharge.
The only way we could levy a surcharge was to have it exactly equal
to the utility tax within corporate limits.
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Attorney Ed Brinson stated for the record that our Charter
provides in Article III for Public Hearings that says: "1. The
Authority shall conduct public hearings pertinent to rate changes,
cost of power adjustment (COPA) ..." and suggested after the Public
Hearing we will resume the normal activities of the Regular meeting.

Mr. Jim Scott, Buenaventura Lakes, asked for a definition
of a "surcharge." Attorney Brinson replied it would be an
"equivalency" charge. We interchange the word "surcharge" and
"equivalency" charge. Mr. Scott was opposed to the "equivalency"
charge, also, he said. He felt the surcharge should go to recreation
and playgrounds, and questioned why PSC interfered with the rate
change. The Board and staff emphasized the PSC considers this a part
of the rate structure, over which they have jurisdiction, but they
cannot tell the Board how much to charge, only the method to be
used.

Attorney Brinson explained to Mr. Scott that at a prior
meeting the same problem was addressed where he asked the County
Commissioners that the equivalency charge be transferred for County
recreation. The General Manager researched the matter, along with
contacting our Bond Counsel for input regarding our bonding
capacity. It was our opinion the County Commissioners were informed
that KUA's Charter was established by the City Commission and passed
by referendum of the voters of the City to provide that we have a
responsibility to operate the electric system. It says we can charge
the necessary rates and the money from those rates can go to pay for
the cost of the operation of the electric utility, and it demands
that at least 6.24 mills be transferred to the General Fund of the
City, which means we don't have any direction in our Charter to use
our money otherwise. Until the Charter would be changed, this Board
has to operate within its guidelines. We have no legal direction to
transfer funds, except to pay for our expenses, to the General Fund
of the City. Mr. Scott indicated the residents of BVL have no
recourse on anything.

Mr. Brinson suggested to Mr. Scott that perhaps if the
County was a chartered government, then perhaps they could impose a
utility tax similar to what the City imposes on citizens inside the
City. Another solution might be if the Charter was changed and then
it would require a vote of the people in the City.

Mr. Welsh said Ms. Eleanor Anderson was directed by the County
Board of Commissioners to research the issue brought up and obtain
some background. She contacted Mr. Welsh and asked for a history on
the surcharge and asked him to make a presentation before the
Commissioners on this. Mr. Welsh had previously given a talk at the
BVL Homeowners Association on the surcharge.

Attorney Brinson said this Board has done everything they can
to reduce the equivalency charge to almost half. Previous
controversy over "equivalency" was submitted to the PSC and they
rendered a written opinion saying "equivalent" meant "equal". The
PSC has the legal authority to say it. Mr. Brinson advised Mr. Scott
that he could approach the PSC to ask them to change their rules.

Mr. Welsh indicated the revenues generated from the surcharge
will be used for systems improvements for the County, for all of our
ratepayers, substations, transmission lines, and any capital
expenditures.

Mr. Welsh explained to Mr. Scott that BVL cannot arbitrarily go
to another power company, such as Florida Power Company, because the
territorial limits are fixed.
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Mr. John McDonald, BVL, asked how should a tax be considered
as part of the great process of establishing the rate for utilities.
Mr. Brinson replied the City was granted a Charter by the state and
they can't preempt taxation. The legislature gives the municipality
authority to tax, in this case a "public service utility tax within the
city limits". This tax is passed on to the general fund of the City.
Mr. McDonald said BVL is concerned that money go back to them; if money
was reserved for maintaining the substation it would satisfy all of
them.

Mr. Tony Costanzo, BVL, expressed his concern because the
"City" has all the advantages, and BVL is not encompassed.

Mr. Richard Herring, City Commissioner, City of Kissimmee,
suggested KUA has the offer to challenge PSC, or have a Public Hearing,
on this subject. He expressed concern that BVL residents were not
notified of a Public Hearing at Tallahassee. Mr. Welsh said KUA had
Counsel Fred Bryant in Tallahassee represent us. Commissioner Herring
asked that the surplus funds be turned into recreation or change the
Charter to work things out.

Attorney Brinson read, verbatim, the PSC Declaratory
Statement from Tallahassee of December 13, 1988, for the benefit of the
BVL audience. A portion read..."Now therefore it is declared by the
Public Service Commission that Rule 25.90525...does not authorize the
imposition of a surcharge on the electric bills of customers outside
the City limits which would be less than the public service tax imposed
on customers inside the City limits...".

Moved by Director Bobroff that we adjourn the Public Hearing
and resume with the Regular meeting. Seconded by Director Lowenstein.

Motion carried 5 - 0

Chairman Hord recessed the meeting for five minutes.

Chairman Hord suggested to Mr. Scott they petition all the County
residents to submit a registered letter, return receipt requested, to
the PSC in Tallahassee, return receipt requested, to have a hearing and
await their decision. This was their recourse as ratepayers.

Moved by Director Lowenstein, seconded by Director Gant, to
reinstate the surcharge up to an equivalency rate of the City tax,
effective March 1, 1989.

Motion carried 5 - O

Director Gant recommended that this money, along with our
COPA fund, be rebated to October 1, 1989. This includes fuel and
purchase power costs. Further discussion followed.

Director Bobroff moved that the excess amount of money (4%)
obtained through the equalization tax between March 1 and October 1,
1989, be put in a Capital Outlay Fund designated for systems
improvements for out-of-city. Seconded by Director Jones.

Motion carried 5 - O
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3. RENTAL AGREEMENT - CHEN'S MAGIC WOK

Negotiations were pursued by staff and a rental agreement
was obtained for the leasing of additional office space at Chen's
Magic Wok, Waterfront Square, next to our present leased space. This
extra space is to be used for records retention and Customer Support
Services (meter reading) at a yearly rental of $12,000 ($10/sq.ft.),
with an 18-month option to purchase for $96,000 ($80/sq.ft. ).

Staff recommends approval of the Board for the Rental
Agreement and transfer of funds ($7,000) from Contingency to
Facilities Maintenance.

Moved by Director Bobroff, seconded by Director Lowenstein,
that we enter into a Rental Agreement into space previously occupied
by Chen's Magic Wok, authorizing the Chairman and Secretary to execute
the Rental Agreement, and also authorizing staff to transfer funds
from Contingency to Facilities Maintenance in the amount of $7,000.

Motion carried 5 - 0

F. NEW BUSINESS

Mr. Welsh said this item was discussed in depth at the previous
meeting.

1. COMPUTER SYSTEM UPGRADE

Mr. Schuster briefed the Board on the necessity of KUA
upgrading the Computer System. Some problems experienced to date are
disk storage, screen response time and processing time. Staff
recommends the transfer of funds from the Reserve for Future Capital
Outlays to Capital Expenditure Project No. F89101. This is for the
immediate upgrade of KUA's current IBM System 38. At the Budget Goals
& Objective meeting of February 22, 1989, it was recommended to go to
the IBM AS400 model in the next budget year.

Director Bobroff moved, seconded by Director Gant, to
transfer funds in the amount of $7,000 from the Reserve for Future
Capital Outlay to Capital Expenditure Project No. F89101.

Motion carried 5 - 0

2. FACSIMILE MACHINE

Mr. Schuster has checked into the purchase of a ||
facsimile machine, which may be available through State Contract. ;
Discussion on purchasing this item was held at the February 22, 1989,
meeting.

Motion by Director Jones, seconded by Director Bobroff,
authorizing staff to transfer $1,560 from Reserve for Future Capital
Outlay to Capital Outlay - Machinery & Equipment Project #F89101.

Motion carried 5 - 0

G. CONSENT AGENDA

The General Manager requested that item 7. be removed from the
Consent Agenda for the purpose of discussion.

Moved by Director Lowenstein to approve the Consent Agenda, with
the exception of item 7. Seconded by Director Bobroff.

Motion carried 5 - 0
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1. APPROVAL OF MINUTES OF JANUARY 25, 1989, WORKSHOP MEETING

2. APPROVAL OF MINUTES OF JANUARY 26, 1989, MEETING

3. APPROVAL OF MINUTES OF FEBRUARY 9, 1989, SPECIAL MEETING

4. LINE EXTENSION FOR 3680 BOGGY CREEK ROAD, EAST LAKE FISH 
CAMP

5. PURCHASE OF PADMOUNT TRANSFORMERS

6. WATERFRONT SQUARE - TELEPHONE SYSTEM

8. BID #07-89 - ELECTRIC SUPPLIES

Motion carried 5 - 0

7. BID #K05-89 - DIGGER DERRICK

Ken Lackey updated the Board on this item and made a
recommendation by memo dated February 23rd to the General Manager that
the bid be awarded to two companies. Discussion followed at length on
the various bidders and their costs.

Moved by Director Bobroff, seconded by Director Jones, to
authorize staff that the Derrick be purchased from Altec Inc. in the
amount of $62,715 and the cab/chassis be purchased from Heintzelman
Ford in the amount of $43,517 and that Options #1, 2, and 3 (on the
Agenda Item) not be exercised.

Motion carried 5 - 0

Mr. Lackey explained the reasons for not exercising the
above three options.

H. HEAR GENERAL MANAGER, ATTORNEY, DIRECTORS

GENERAL MANAGER

Mr. Welsh informed the Board that the FMPA is interested in
making a presentation to the Board on the Integrated Dispatch
Operations (IDO) project. A Workshop Meeting date was established for
6:00 P.M., Wednesday, March 29, 1989. He presented some workshop
material to the Board members.

Mr. Welsh also indicated to the Board that there will be an FMEA
Legislative Reception at the Governor's Club in Tallahassee on March
8th.

At Chairman Hord's previous request, Mr. Welsh handed out the
July 27, 1988, Minutes on the Administrative facility project to
refresh their memory on the discussions and decisions made at that
time.

ATTORNEY - No comments

DIRECTORS - No comments

I.  ADJOURNMENT - Meeting adjourned at 8:55 P.M.




