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MINUTES OF A SPECIAL MEETING OF KISSIMMEE UTILITY AUTHORITY, WEDNESDAY, APRIL 10, 
2002, 5:00 P.M., BRINSON BOARDROOM, ADMINISTRATION BUILDING, 1701 WEST CARROLL 
STREET, KISSIMMEE, FLORIDA. 
 
Present were Chairman Walter, Vice-Chairman Shearer, Director Hart, Director Toro, Director 
Gemskie, Mayor Gant, Attorney Brinson, General Manager Welsh and Recording Secretary Fizer.  
 
A. MEETING CALLED TO ORDER at 5:00 P.M. by Chairman Walter. 
 
B. PLEDGE OF ALLEGIANCE 

 
The Board and staff recited the Pledge of Allegiance. 

 
C. ALL REQUIREMENTS PROJECT STUDY  
 

1. INTRODUCTION AND OVERVIEW OF RECOMMENDATION – JIM WELSH, 
PRESIDENT AND GENERAL MANAGER 

 
 General Manager Welsh reviewed the history and the schedule of the All Requirements Project 
Study by the staff, the Board and the consultant, First Southwest Company.  He noted that after nine 
months of intense study and deliberation the strategic advantages and disadvantages for joining the 
All Requirements Project were very close.  Mr. Welsh said that staff was recommending that KUA 
continue on its own without joining the All Requirements Project.  He noted that staff members, the 
consultant and KUA’s attorney were part of the steering committee that worked on the project.  He 
commended Joe Hostetler, Vice President of Finance & Risk Management, Ken Davis, Vice President 
of Engineering and Operations, Ben Sharma, Vice President of Power Supply and Attorney Brinson 
for their work in bringing out alternatives and details that have made and continues to make the 
strategic planning process extremely valuable.  Mr. Welsh said that any strategic decision made by 
the Board would set the course for KUA in the next decade and the decades to come. 
 

2. SUMMARY OF STAFF OVERSIGHT AND CONCLUSIONS – JOE HOSTETLER, VICE 
PRESIDENT OF FINANCE & RISK MANAGEMENT 

 
 Joe Hostetler also reviewed the study process and listed staff’s observations.  Mr. Hostetler 
said that the All Requirements Project is a good fit for non-generating utilities, small generating utilities 
and utilities that are transmission dependent.   Mr. Hostetler reviewed the heat rates of KUA and the 
other utilities currently in the All Requirements Project.  He also detailed capacity credits and 
discussed the methodology, natural conflicts and the capacity market per First Southwest Company.  
He stressed that the sensitivity of capacity credits is going to be critical for KUA’s financial health.  
Also reviewed were fixed versus variable financing, comparison of residential electric rates, rating 
agency reports and the diversity of All Requirements Projects’ plants.  Mr. Hostetler noted that Mr. 
Brinson was a key player in this study process because of the history he brought to the table.  Mr. 
Hostetler recognized that KUA employees realize that change will be needed in the future and staff is 
ready to make those changes whatever is necessary.  He said KUA’s fiduciary responsibility is to KUA 
customers, City of Kissimmee, and the municipal electric utility industry.  Mr. Hostetler listed 
mitigation strategies that could be considered should KUA choose to go it alone and the challenges 
that KUA faces.    He also reviewed the disadvantages and risks of not joining the All Requirements 
Project.  Mr. Hostetler gave a power point presentation detailing the advantages and disadvantages. 
 
 Director Toro asked if the other vice presidents in the company were consulted about the 
findings of the study.  Mr. Hostetler said they were in general update meetings but were not involved in 
detail.   Director Toro asked for discussion on what would happen if a catastrophic event occurred 
and took out some of KUA’s generating units.  Mr. Hostetler said the ability to run Cane Island should 
still be there even if KUA lost some of its load.  Director Gemskie asked if any of the utilities in the All 
Requirements Project have used arbitration on capacity credits and Mr. Hostetler said they have not 
had to use this option.  Director Shearer asked if it would be easier to buy fuel as a group instead of 
alone should there be a Mideast crisis and how would it affect these purchases.  Mr. Hostetler said 
that presently Florida Gas Utility makes provisions for KUA’s natural gas.  He said this is why it would 
be important to hedge gas prices.  Director Hart asked how soon would a decision need to be made 
on when to build another plant to meet capacity demand past the year 2006 and if KUA were in the All 
Requirements Project would that decision be made by the All Requirements board.  Mr. Hostetler said 
that it would be made by the All Requirements board and KUA would have a representative on that 
board.  Mr. Welsh said the choice of building it at Cane Island would have to be negotiated with KUA 
and the All Requirements Project would not automatically be given a bid to build it at Cane Island other 
than the contractual rights they currently own.  He further stated that joining the All Requirements 
Project does not change KUA’s ownership rights of the Cane Island site.  The decision to build 
another plant would be that of the All Requirements Project and a good location would have to be 
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negotiated.  Ben Sharma said that to get another unit going by June 2006 the decision would have to 
be made by September of this year.  Mr. Welsh noted that KUA is in negotiations with the Florida 
Municipal Power Agency about a Cane Island 4.  The possible reorganization of Power Supply and 
Finance was also discussed and what that means for KUA.  Mr. Hostetler said that Finance and 
Power Supply need to work together more closely together and one position will be changed in 
structure.  Chairman Walter asked for further discussion on the comparison of rates and if these were 
base rates or production rates.  He further stated that the rates can not truly compare because of the 
methodology of calculating these rates.    Chairman Walter also asked how a move to the All 
Requirements Project would affect KUA employees functionally.  Mr. Hostetler noted that there would 
be two positions now located in Bulk Planning that would possibly be absorbed by the All 
Requirements Project.  Other than that there would not other impact on our operations with the 
employees as far as transportation, distribution or operating the plants.  There should be no additional 
changes.     
 

3. PRESENTATION FOR FIRST SOUTHWEST COMPANY ALL REQUIREMENTS 
PROJECT STUDY – JERRY WARREN, DIRECTOR 

 
 Jerry Warren from First Southwest Company was retained by KUA to assist in the evaluation 
of participating in the Florida Municipal Power Agency (FMPA) All Requirements Project.  The FMPA is 
an alliance of municipal utilities that share common interests and objectives relating to the reliable and 
cost effective supply of bulk power.  Mr. Warren gave a detailed presentation on the independent 
assessment as to whether KUA should participate in the All Requirements Project.  The study 
included three separate elements – Economic Analysis, Contract Considerations/Negotiations and 
Strategic Considerations.  He said that First Southwest Company worked with KUA Staff, FMPA staff 
and FMPA’s consultant, R. W. Beck who prepared the economic analysis.  It involved high level 
generation planning, production simulation modeling and the All Requirements Project rate design.  
Mr. Warren explained that the All Requirements Project is built around two contracts – an All 
Requirements Power Supply Project Contract and a Capacity and Energy Sales Contract.  He 
detailed each.  One of the side agreements stated that the KUA staff would become the development 
arm for the All Requirements Project for any new plants in the area.  When Mr. Warren reviewed the 
Strategic Considerations they identified strategic control, generation/power supply and other risks as 
well as historic rate performance.  Mr. Warren said after the study was complete the savings were 
found to be small and both the advantages and disadvantages of joining the All Requirements Project 
were very close.  First Southwest Company gave a “slight nod” for KUA to join the group of utilities.  
Mr. Warren wanted to express that this was a strategic process and KUA was thinking about its future 
and how it will be best positioned to be successful.   
 
 Mayor Gant noted that Cane Island 3 has only been on line for a few months and we are 
dealing with a situation that has been created by a very recent observation.  He said in the past the 
Board has been very resilient in dealing with these types of problems with bulk power and can 
diversify on their own. 
 
 Chairman Walter recessed the meeting from 6:40 PM to 7:00 PM. 
 
 Mr. Warren continued his presentation.  Director Toro asked how many All Requirements 
Project participants are generators.  Chairman Walter inquired about the size of each participant.  Mr. 
Warren reported on how KUA joining the All Requirements Project would affect KUA’s ability to 
compete in a deregulated market, the impacts that could be realized if there were a fuel supply crisis 
and the retail loss risk.  He gave an overview of the conclusions, the length of contract rate of delivery, 
and the pros and cons of joining the All Requirements Project.  Mr. Warren noted that if KUA chose 
not to join the All Requirements Project then some mitigation strategies should be undertaken and if 
KUA did join the All Requirements Project they should continue to stay actively involved in the FMPA at 
all levels and push for governance changes.   
 
 Director Gemskie asked Mr. Warren if something had changed in the All Requirements Project 
that would make it more desirable to join now over the other two times when KUA did not approve 
becoming a member.   Mr. Warren said a number of things are different including FERC order 888 & 
889 that open up the transmission system from the Federal Energy Regulatory Commission and 
FERC order 2000 requiring the creation of Regional Transmission Organization.  He said there are an 
increasing number of merchant marketing companies in Florida, the 2020 Commission created by 
Governor Bush that recommended a competitive wholesale market and there have been proposals in 
legislation two years in a row that would change the industry.  Director Gemskie asked how KUA 
would stand up on its own and Mr. Warren said that alone KUA could not.  Director Toro wanted to 
know if KUA would be in charge of their own transmission and it was pointed out that KUA is not a 
transmission dependent company and KUA would not have to pay a pro rata share.  When the 
Regional Transmission Organization is implemented then KUA will be required to pay its cost under 
that framework. 
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 Director Hart asked about the reduction in market rates and how KUA could become top 
heavy.  He wanted to know if there was any situation where a municipal utility suffered that situation.  
Mr. Warren noted that in the Southeast electric rates have largely been flat at the wholesale level and 
competitive forces that have created that situation can only increase. 
 
 Mayor Gant wanted to know if KUA can stand up to the commercial plants.  Mr. Warren said 
he did not think KUA could compete against the larger plants but that he did not think KUA has done it 
alone in the past.  KUA has had alliances and membership in and with Florida Municipal Power Pool 
and Florida Gas Utility.  Director Shearer wanted to know why KUA did not join the All Requirements 
Project when it was studied previously.  Mr. Warren said he gleaned that some of the reasons were 
staff assessment and some were consultant assessment but that KUA was in a different utility 
environment at the time and concerns about future competitive pressures were not as great.  
Chairman Walter said he agreed and this process was begun because the rates were going up, a 
generating unit was down and gas prices were going up.  The Board wanted to know how to prevent 
these things from happening to our customers in the future and thus the study. 
 
 Mr. Welsh noted that on previous considerations, KUA also studied joining the Florida 
Municipal Power Pool and on the second study joined the pool while still maintaining KUA 
independence by not joining the All Requirements Project.  He said KUA has also been faced with 
some stark realities.  Chairman Walter clarified that as a stand alone, KUA would build plants as 
needed for our use that would quickly become outdated, however, as a member of the All 
Requirements Project perhaps more plants would be built more often using updated technology 
making them more efficient.  Director Hart wanted to know if KUA plant personnel would be actively 
participating in the new plants built under the All Requirements Project according to the side 
agreement.  Mr. Warren said that would appear so but KUA would also become the largest generator 
in the All Requirements Project and would have active participation in those types of decision. 
 

4. COMMENTS AND REPONSE TO QUESTIONS OF POTENTIAL ALL 
REQUIREMENTS PARTNERS – ROGER FONTES, GENERAL MANAGER & CEO 
OF FLORIDA MUNICIPAL POWER AGENCY (FMPA) 

 
 Roger Fontes, General Manager of FMPA acknowledged the presence of two of the All 
Requirements Project board members, Dean Shaw of Ocala Electric and Vince Ruano from the City 
of Bushnell.  He also noted that Claude L’Engle, former General Manager of FMPA was also present.  
Mr. Fontes said he would recommend to the All Requirements Project Board to accept KUA and that 
KUA coming onto the system would have a good effect on all parties concerned.  He noted that KUA 
coming into the All Requirements Project system would have associated costs with it and those can 
be worked through from the start.  He noted the positive reasons for consideration and said that the 
strategic alliance makes the All Requirements Project responsible for the power supply acquisition 
program, KUA keeps its autonomy, and it would improve KUA’s resource diversity.  Mr. Fontes said he 
expected KUA would see lower wholesale rates and most importantly the All Requirements Project 
allows distribution utilities, like KUA, to ride out turbulent times and unexpected events.  Mr. Fontes 
also said that KUA could retain their commercial paper program.  He also addressed the credit ratings 
and credit worthiness.  Mr. Fontes said that his staff is very committed to being the best wholesale 
supplier in the State of Florida.  He said that in the power acquisition process that FMPA is relentless 
in trying to find the lowest cost resource and that he has nine professionals working on this and also 
works with R.W. Beck. Mr. Fontes noted that he and the All Requirements Program Board would 
support whatever decision KUA makes.  Discussion was held on how often the All Requirements 
Project cities realize reductions in rates.   
 
 Claude L’Engle addressed the Board and noted that each city that has joined the All 
Requirements Project has undergone a similar conservative study as KUA.  The initial studies on 
these cities showed a small savings of one to two percent a year and when the cities actually joined 
they realized 15% to 16% savings in the first year and there on out.  He said that FMPA also did a 
study on KUA joining the All Requirements Project.  Mr. L’Engle noted that it is a power supply 
philosophy that the system protects against the loss of the largest unit and if KUA joins the All 
Requirements Project, that unit would be Cane Island 3.  He said that KUA and FMPA have enjoyed a 
good working relationship in the past and looked forward to a continued relationship whether it be in 
the All Requirements Project or not.  The members of the All Requirements Project believe that its 
success comes from consistently looking at long term solutions for the group as a whole.  As new 
members come into the project they share this philosophy and work together.   
 
 Dean Shaw and Vince Ruano individually addressed the Board and each said they would 
welcome KUA into the All Requirements Project.   
 
 Chairman Walter recessed the meeting from 8:20 PM to 8:28 PM. 
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 Richard Hord, 2324 Robert Court, Kissimmee and also a former KUA Board member asked 
what KUA’s savings are currently through the Florida Municipal Power Pool and also asked for 
clarification on KUA’s operating personnel being used on newly built plants.  Chairman Walter noted 
that this may give potential for expansion and promotion of KUA employees.  Mr. Hord said the 
savings amount over the next few years was very appealing coming from a ratepayer’s view.  He said 
he found in his business that things change and KUA is faced with changing times.  He surmised that 
for that reason alone should be a deciding factor on why KUA should join the All Requirements 
Project.  Mr. Hord said that FMPA is not a stranger to KUA and there has always been a good 
business relationship with them.   
 
 Mayor Gant noted that the good relationship with FMPA has been contributed to greatly by 
former General Manager Claude L’Engle.   
 
 Harry Lowenstein, 2319 Kelly Ann Court, Kissimmee and former KUA Board member 
addressed the Board.  Mr. Lowenstein said he voted twice in the past against KUA joining the All 
Requirements when he was a board member.  He said he thought the larger the number the easiest it 
is to survive and he recommended KUA joining the All Requirements Project. 
 
 Mayor Gant asked Attorney Brinson how joining the All Requirements Project would impact the 
City Charter.  Attorney Brinson said he did not think there would be legal impediments to joining the All 
Requirements Project because you are not selling the structure or the operations, just leasing the 
capacity.  Mayor Gant wanted to know if what is owned now could dissipate over the years.  Attorney 
Brinson said if KUA were to be sold it would have to be approved by the City of Kissimmee as 
protected by the Charter. 
 
ACTION:  Motion made by Director Gemskie, seconded by Director Toro, to adopt resolution 
02-03 and authorize the Chairman and the Secretary to execute the resolution and all 
contractual documents necessary for KUA to join the All Requirements Project. 
 
 Director Hart reviewed that the analysis is looking at both the strengths and weaknesses of not 
only KUA but FMPA and the All Requirements Project.  He said that in the long run he thought it would 
be the best for KUA. 
 
 Director Gemskie stressed that as a board it is the fiduciary responsibility to the ratepayers to 
keep the rates down.  Director Toro said that after listening to all the information provided he thought it 
would be the best benefit to all for KUA to join the All Requirements Project.  Director Shearer said he 
thought it was a close call and there are advantages and disadvantages.  He said that even though the 
General Manager advised against it, the Board’s responsibility is to be in a good position in the future 
to be competitive and to do that KUA needs to combine its efforts and align itself with others because 
there is strength in quantity.  Director Shearer said he would speak to and for the motion. 
 
 Mayor Gant said he heard in the report that there was no benefit for KUA to join the All 
Requirements Project.  He said the strategy proposals are speculative and that he believed in 
ownership.  Chairman Walter noted that the Board has never done anything but try to benefit the KUA, 
the ratepayers and its employees.  He also recalled that the City Commission used their wisdom to 
give the operation of KUA to a board that does nothing but spend its time dealing with utility issues.  
Chairman Walter said he thought that took a lot of courage and in this case he thought the move to 
join the All Requirements Project is the right thing to do at the right time to bring KUA to a point it 
needs to be in 30 years to protect the rate base of KUA users. 
 

Motion carried 5 - 0 
 
 
 Roger Fontes reported that the All Requirements Project board would be meeting on May 31st 
at 10:00 AM in the offices of the Florida Municipal Power Agency to make the decision to accept KUA 
into the project. 
 
D. OTHER – None. 
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E. HEAR GENERAL MANAGER, ATTORNEY AND DIRECTORS 
 
 General Manager Welsh thanked the consulting engineers and staff steering group for their 
nine months of hard work.  He said that as always staff will implement the will of Board and the policy 
direction given to KUA.  He asked that each staff member and employee commit to this decision and 
make it work well.    
 
 Mayor Gant said the presentation by the staff was great.  He said he felt that the KUA staff was 
one of the best in Central Florida and they will make it work. 
 
 Director Shearer noted that the American Public Power Agency (APPA) has asked that KUA 
speak on the evaluation of the General Manager at their annual conference in Dallas, Texas in June.  
He said that he has been asked to make this presentation and asked for any input from the Board that 
they think would be appropriate. 
 
 Director Toro commended the staff on doing a wonderful job on the presentation and he felt 
assured that the staff would make everything work as it should. 
 
 Director Gemskie concurred with Director Toro and felt the staff brought a lot of good 
information to the Board.  Director Hart said he concurred. 
 
 Chairman Walter and the Board appointed Director Gemskie as a special liason of the KUA 
Board to the All Requirements Project Board to attend the meetings and possibly serve in that 
capacity in the future.  Mayor Gant wanted to know if the Board could be updated as the surplus of 
power begin to dwindle and Director Hart said if KUA and the All Requirements Project extend 
capacity by building a Cane Island 4, this would not be necessary.   
 
 Roger Fontes said that at the All Requirements Board would brief all project participants on the 
capacity expansion requirements for the next ten to twenty years.  Mr. Fontes said that he would get a 
report to each of the KUA board members detailing this information. 
 
 Chairman Walter said he appreciated all the efforts that everyone had put forth and he felt 
assured that the past performance on the KUA staff indicates that they would be able to make this 
transition work without a problem. 
 
F. ADJOURNMENT 
 
 Chairman Walter adjourned the meeting at 9:00 PM. 
 

 


