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The fo l lowing  conve r sa t ion  took # l a c e :  

MAYOR CHARLES L.  BECKER: Good Morning. Welcome t o  ano the r  of  
San An ton io ' s  f i n e s t  p roduc t ions .  The l a s  one of t h e s e  t h a t  w e  h e l d  
w a s  i n  t h e  Thea t r e  of  t h e  Performing A r t s  d t h a t  drew such a round 
of app lause  t h a t  w e  dec ided  t h i s  t ime  w e  I d  ho ld  i n  more s e d a t e ,  
less t h e a t r i c a l  su r round ings ,  b u t  I do ap  c i a t e  a l l  of  you be ing  h e r e  
t h i s  morning. A s  you probably know, t h e  pose  of t h e  meeting i s  t o  
permi t  M r .  M i l l s  Cox who had been a p p o i n t  by t h e  Ra i l road  Commission 
as t h e  o p e r a t i n g  head of t h e  Lo-Vaca Gas h e r i n g  Company t o  b r i e f  
it t o  t h e  C i t y  Counci l ,  and a l s o ,  i f  nece r y ,  t o  b r i e f  t h e  C i t y  
P u b l i c  Board o f f i c i a l s  on h i s  p r o g r e s s  t h  f a r  w i t h  r e s p e c t  t o  t h e  
a c q u i s i t i o n  o r  p o t e n t i a l i t y  of  a c q u i s i t i  f a d d i t i o n a l  s u p p l i e s  
of  gas  t o  be  i n t roduced  i n t o  t h e  Lo-Vaca e f o r  t h e  C i t y  of San 
Antonio. Need le s s to  s a y ,  it a l s o  goes  t e 399 customers  on t h e  
Lo-Vaca l i n e ,  b u t  s i n c e  we a r e  engaged p r i l y  i n  t h e  o p e r a t i o n  of 
t h e  C i t y  of San Antonio as a C i t y  Counci as t h e  C i t y  P u b l i c  
S e r v i c e  Board, i f  I may speak f o r  t h e  C i  b l i c  S e r v i c e  Board i n  
t h a t  connec t ion ,  w e  a r e  go ing  t o  c o n f i n e  of our  remarks h e r e ,  
I would imagine a s  to  how it e f f e c t s  t h e  of San Antonio. So 
wi thou t  any o t h e r  f a n  f a r e  on t h a t  s u b j e  would f i r s t  l i k e  t o  s a y ,  
M r .  Cox, we  c e r t a i n l y  a p p r e c i a t e  you t a k  o u r  t i m e  t o  be  w i t h  u s  h e r e  
t h i s  morning. I r eques t ed  t h a t  a s  soon , Cox could make himself  
a v a i l a b l e  t o  u s ,  w e  would a p p r e c i a t e  it l y .  The C i t i z e n s  a r e  
ask ing  u s  c o n s t a n t l y  what t h e  p r o g r e s s  i ere a r e  w e ,  a r e  we goinq 
t o  have h e a t  f o r  t h e  w i n t e r ,  a r e  w e  g o i n  be  p r o f i c i e n t l y  equipped 
w i t h  energy s o  t h a t  we can have l i g h t  an t h a t  s o r t  o f  t h i n g .  I t  
is a v a l i d  q u e s t i o n  and a good q u e s t i o n .  t h a t  w e  a r e  a l l  concerned 
wi th .  So,  M r .  Cox,would you l i k e  t o  p r o  i t h  your  s t a t emen t  
p l e a s e ,  sir. 

MR. MILLS COX: Yes, thank you, sir ,  I e l i e v e  it would b e  b e t t e r  
if I r e a d  what I have p repa red ,  a few n o t e  I have t o  cover  t h i s  t h i n g ,  
s o  that 's  what I w i l l  do and t h e n  I w i l l  a er any q u e s t i o n s .  Your 
honor,  Mayor Becker,  C i t y  Counci l ,  and T r  ees of t h e  San Antonio 
P u b l i c  S e r v i c e  Board and t h e  o t h e r  C i t y  0 c i a l s ,  I a p p r e c i a t e  t h e  
oppor tun i ty  t o  make t h i s  appearance b e f o r  ou f o r  t h e  purpose of 
s t a t i n g  t h e  p o s i t i o n  of t h e  Lo-Vaca Gathe g Company a t  t h i s  t i m e ,  
b u t  more p a r t i c u l a r l y ,  t h e  p r e p a r a t i o n s  t a r e  necessary  and are 
be ing  made t o  p rov ide  i f  a t  a l l  p o s s i b l e  gas  requi rements  of  your  
c i t y  f o r  t h e  coming w i n t e r .  My o t h e r  anp ance b e f o r e  your  C i t y  
O f f i c i a l s  was i n  1967. 9 t  t h a t  t i m e ,  we s e n t e d  t h e  Texas wa te r  
p l a n  t o  t h e  C i t y  of San Antonio w i t h  Mayo A l l i s t e r .  A t  t h a t  t i m e ,  
I was chairman of t h e  Texas Water Develo Board, and w e  were 
r e q u i r e d  by t h e  L e g i s l a t u r e  S t a t u t e  t o  op a wa te r  p l a n  and t o  
encompass a l l  t h e  wate r  b a s i n s  of Texas. found t h a t  w e  had t o  combine 
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some water  b a s i n s  w i t h  t h e  r e s u l t s  t h a t  w e  had 27 River  Basin h e a r i n g s  
from Texarkana t o  E l  Paso. I am happy t o  s a y  t h a t  i n  San Antonio,  of 
a l l  our  27 h e a r i n g s  i n  San Antonio was t h e  on ly  p l a c e  t h a t  o u r  Water 
p l a n  f o r  t h a t  n a r t i c u l a r  c i t y  was a c c e p t a b l e  and it was most p l e a s a n t  
t o  have t h a t  hayoen. The o t h e r  26 a r e a s ,  w e  r a n  i n t o  o p p o s i t i o n  of 
a l l  k inds  from t h e e n v f r a t n e n t a l i s t s ,  S i e r r a  Club. W e  m e t  one s i t u a t i o n  
where one groun of people  asked us  t o  keep 50 m i l e s  of t h e  Sabine River  
untouched. That  group fol lowed u s  t o  4 o r  5 meet ings  and I f i n a l l y  
s a i d ,  "who are t h e s e  weople fo l lowinq  u s  around?' And they  s a i d l ' t h a t  
is a nudes t  group".  W e  d i d n ' t  l e a v e  t h e  50 m i l e s  of t h e  Sabine River  
uncovered f o r t u n a t e l y  . 

I howe todav t h a t  i n  t h i s  meetinq which concerns  q a s  and n o t  
wate r  and a s  a r e s u l t  of t h i s  meetinq t h a t  w e  can l eave  a t  l e a s t ,  
maybe n o t  a s  happy a s  t h e  wate r  mee t inq ,  b u t  w i t h  some b e t t e r  under- 
s t a n d i n g ,  of  t h i s  most a c u t e  and s e r i o u s  problem. I would l i k e  t o  
t a k e  a few minutes  of your t ime  t o  g i v e  you some of t h e  e v e n t s  t h a t  
have occured i n  t h e  o i l  and gas  i n d u s t r y  many of which a r e  r e s p o n s i b l e  
f o r  having brought  u s  t o  t h i s  p o s i t i o n  t h a t  w e  a r e  i n  today.  I n  t h e  
sho r t age  of g a s o l i n e , n a t u r a l  g a s ,  f u e l ,  f u e l  o i l ,  and r e l a t e d  petroleum 
wroducts which i s  a mat te1  of real concern l o c a l l y ,  s t a t e  wide,  and 
n a t i o n a l l y .  I n  1954,  t h e  Uni ted S t a t e s  Suoreme Court  e n t e r e d  i t s  
d e c i s i o n  i n  t h e  m a t t e r  of P h i l l i p s  Petroleum Company wherein ,  a s  of 
t h i s  r e s u l t  of  t h i s  c o u r t  d e c i s i o n  a l l  p r i c e s  of n a t u r a l  g a s  s o l d  i n  
i n t e r s t a t e  commerce weqe r e q u l a t e d  by t h e  Fede ra l  Power Commission 
a t  t h e  wel lhead.  T h i s  was done by t h e  c o u r t  i n s p i t e  of t h e  s p e c i f i c  
r e s t r i c t i o n  i n  t h e  n a t u r a l  g a s  a c t  i n  1938. That  t h e  r e g u l a t i o n  of 
g a s  moving i n  i n t e r s t a t e  commerce d i d  n o t  apply a t  t h e  wel lhead of t h e  
producer .  And, I ' l l  almost  defy  anyone t o  r ead  t h a t  Supreme Court  
d e c i s i o n  and l a y  it down by t h e  N a t u r a l  Gas Act of 1938 and f i n d  any- 
t h i n g  t h a t  even matches it. Those of us  a t  t h a t  t i m e  who were res- 
wonsible  f o r  t h e  a c q u i s i t i o n  of qas  s u p p l i e s  f o r  t h e  major i n t e r s t a t e  
gas  p i p e l i n e  companies f e l t  t h a t  t h i s  was t h e  f i r s t  s t e p  i n  t h e  
deminishinq of t h e  suwply of n a t u r a l  g a s .  The i n i t i a l  imvact  of  t h i s  
c o u r t  d e c i s i o n  i n  1954 i n  s o  f a r  a s  it a f f e c t e d  m e ,  t h a t  f o r  t h e  12 
month p e r i o d ,  t h e  Texas E a s t e r n  Transmiss ion Corpora t ion ,  I could 
on ly  purchase  t o t a l  of 36 b i l l i o n  c u b i c  f e e t  of  qas .  I t  simply would 
n o t  be s o l d  by t h e  producers  pending some f u r t h e r  c l a r i f i c a t i o n  of 
r e g u l a t i o n  of t h e i r  ga s  s a l e s  a t  t h e  wel lhead.  It had been our  p o l i c y  
a t  Texas E a s t e r n ,  i f  a t  a l l  p o s s i b l e ,  t o  purchase  each y e a r  t h e  amount 
of gas  t h a t  we had produced,  d e l i v a r e d , a n d  s o l d  f o r  t h e  p r i o r  y e a r  s o  
we could s t a y  i n  ba l ance .  And t h a t  was when w e  beqan t o  f a i l  t o  do  it. 
The y e a r  1956,  d r i l l i n g  o o e r a t i o n s  i n  t h e  United S t a t e s  reached t h e i r  
weak a t  a d a i l y  average  of about  3,000 d r i l l i n g  r i q s  i n  o p e r a t i o n .  
I n  t h e  y e a r  of  1956, w e  were abou t  ho ld ing  our  own i n  t h e  d i scove ry  
of n a t u r a l  gas  and c rude  o i l  equa l ing  t h e  wi thdrawal .  A f t e r  1956, 
d r i l l i n g  a c t i v i t y  began t o  d e c l i n e  as t h e  Fede ra l  Power Commission 
beqan i t s  program of wel lhead p r i c e  r e g u l a t i o n s .  Th i s  d e c l i n e  cont inued  
u n t i l  1972 a t  which t ime  I b e l i e v e  t h e  average number of d r i l l i n g  
r i g s  i n  o p e r a t i o n  was abou t  900 p e r  day.  Now, t h a t  is a d rop  from 
about  3,000 t o  900. The r e s u l t  i s  s imply ,  i f  you p l a n t  100 a c r e s  i n  
co rn  and 1 0  a c r e s  i n  co rn  you a r e  go ing  t o  q e t  more from t h e  100 a c r e s  
t h a n  you do  from t h e  10 a c r e s .  I n  1969, d e p l e t i o n  a l lowance w a s  c u t  
t o  22%% from 27%%. One of t h e  t h i n g s  t h a t  should  be  of concern t o  
everyone i n  t h i s  count ry  i s  what i s  going on i n  Washington today as 
r e l a t e s  t o  our  energy.  I l a y  t h i s  l ack  of s u p p l i e s  of o i l  and g a s ,  I 
p u t  it r i g h t  i n  our  Na t iona l  Congress. Now, t h e y  mav hang me f o r  
t r e a s o n ,  b u t  I won ' t  channe my mind. Because, under t h e  l e g i s l a t i o n  
t h a t  has  p r e v a i l e d  p r i o r  t o  World War I and up t h r u  World War I1 
and up u n t i l  5 y e a r s  ago ,  t h e  Uni ted S t a t e s  has  k i l l e d  a l l  of i t s  
economy. One v i c t o r y  and 2 World Wars, and a s  one B r i t i s h  Genera l  
s a i d ,  "We f l o a t e d  t h e  v i c t o r y  on a s e a  of o i l  t h a t  came from t h e  
Uni ted S t a t e s !  Now, t h a t  s t a r t e d  t h e  d e c l i n e  on ly  a s  a r e s u l t  of  our  
n a t i o n a l  p o l i c i e s  i n  Washington. One of t h e  h i g h l i q h t s  of t h e  r eg -  
u l a t i o n s  of t h e  F e d e r a l  Power Commission was t h e  e s t a b l i s h m e n t  i n  t h e  
Permian Basin  i n  West Texas,and t h i s  t o  m e  I could never  conc ieve  
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of having any sense  o r  any judgement. T h e i r  f i r s t  r e g u l a t i o n  of p r i c e  
i n  t h e  Permian Basin  they  e s t a b l i s h e d  of 10C f o r  MCF f o r  what t h e y  ca l l  
o l d  qas .  A m i c e  of 12C f o r  MCF f o r  new q a s .  And you have new and 
o l d  g a s  coming o f f  t h e  same f i e l d  and sometimes o u t  of t h e  same l e a s e .  
Now, how you d i s t i n q u i s h  between t h e  new q a s  and t h e  o l d  g a s ,  I mean, 
when you g o t  t h e  same f eed  bag? I t  is e x a c t l y  l i k e  2  b a l e s  of c o t t o n  
of t h e  same q rade  would be beyond my comprehension. With t h i s  t y p e  of 
program i n  o p e r a t i o n  and ex tending  t o  a l l  d i s t r i c t s  of Texas,  Lousiana,  
Oklahoma, and New Mexico, it w a s  n a t u r a l  t h a t  t h e  d r i l l i n g s  would d e c l i n e  
and t h a t  t h e  money needed f o r  t h e  development t o  cove r  our  i n c r e a s i n g  
demand f o r  o i l  and gas  was simply n o t  forthcoming and t h e  i n d u s t r y  
c o u l d n ' t  produce it. The i n d u s t r y  could n o t  produce t h e  ven tu re  and r i s k  
c a p i t a l  necessary  t o  c a r r y  on our  d r i l l i n g  o p e r a t i o n s  and look f o r  new 
o i l  and gas  s u p p l i e s .  Apparent ly ,  t h i s  f o l l y  has  now been recognized 
by some people  i n  Washington t o  t h e  e x t e n t  t h a t  some e f f o r t s  a r e  now 
being made t o  d e r e g u l a t e  a t  t h e  wel lhead t h e  p r i c e  on n a t u r a l  gas .  
Now. I saw i n  t h e  F e d e r a l  R e g i s t e r  t h e  o t h e r  day t h e  b i l l  t o  accomplish 
t h i s  i n t roduced  i n  Congress i n  A p r i l .  That  b i l l  ha s  gone o u t  f o r  
review by 17 d i f f e r e n t  agenc ie s  b e f o r e  it goes back t o  Congress t o  
be  a c t e d  upon. I f  it g e t s  back i n  two y e a r s ,  w e  w i l l  be  lucky.  

One of t h e  ou t s t and inq  t h i n g s ,  t h e  imares s ive  t h i n q s  t o  me 
t h a t  demonstates t h e  need f o r  c a p i t a l  t o  f i n d  t h e  o i l  and gas  t h i s  
count ry  needs i s  i n  a  r e c e n t  r e p o r t  of  t h e  F e d e r a l  Power Commission. 
Th i s  r e p o r t  sets f o r t h  t h a t  n i n e t e e n  i n t e r s t a t e  s a s  p i p e l i n e  companies 
have committed t o  t h e  producing end of t h e  b u s i n e s s  and w i l l  g e t  i n  
and h e l p  them a  t o t a l  of $1,251,000,000 advanced payments t o  look f o r  
o i l  and g a s ,  p a r t i c u l a r l y  g a s ,  f o r  t h e  i n t e r s t a t e  g a s  p i p e l i n e  companies. 
T h a t ' s  a  l o t  of money. Of t h i s  commitment, seven hundred and n i n e t e e n  
m i l l i o n  d o l l a r s  has  a c t u a l l y  been advanced. The amount advance f o r  
development d r i l l i n g  i s  $159,000,000; t h e  amount t h a t  has  been recouped 
from t h e  g a s  produced and s o l d  i s  $31,000,000. And t h e  nonrecoverab le  
amount a t  t h i s  t i m e ,  which I assume must be  d ry  h o l e s  and non-productive 
s t r u c t u r e s  i s  $13,690,000. Th i s  a c t i v i t y  has  provided an  i n c r e a s e d  
d a i l y  p roduc t ion  c a p a c i t y  of 3,825,000,000 c u b i c  f e e t  of  gas  p e r  day.  
Now, t h a t  sounds l i k e  a  l o t  of g a s ,  But ,  w i t h  Lo-Vaca P i p e l i n e  Company 
o p e r a t i n g  a t  f u l l  c a p a c i t y  i s  3  b i l l i o n  f e e t  a  day and can d e l i v e r  
3  b i l l i o n  f e e t  a  day. So they  have a c t u a l l y  found l e s s  t han  one 
d a y ' s  supply of gas  f o r  t h i s  company, f o r  t h a t  amount of money. Tha t  
has  e s t a b l i s h e d  a  proven r e s e r v e  of 18,997,000,000 c u b i c  and a  p o t e n t i a l  
r e s e r v e  of 10,656,000,000 c u b i c  f e e t .  The two l a r g e s t  advances made 
under t h i s  program by t h e  p i p e l i n e  companies t h i s  y e a r  t o  s e c u r e  g a s  
t h a t  it needs was made by Columbia Gas Transmiss ion of New York, $267,000, 

The nex t  one i s  Narven N a t u r a l  Gas Company of Omaha , $234,000,000, 
b u t  i t  a l l  t o t a l s  $1,251,000,000 t h a t  t h e  p i p e l i n e  companies a r e  w i l l i n g  
t o  gamble to  f i n d  an adequa te  supply of gas  t o  meet t h e i r  monthly 
requi rements .  While no one cou ld  s a y  wi th  c e r t a i n t y ,  i f  t h e  wel lhead 
wrice  of n a t u r a l  g a s  had n o t  been r e g u l a t e d ,  how much would have been 
qene ra t ed ,  b u t  c e r t a i n l y  anounts  of t h i s  n a t u r e  would n o t  h a w  t o  dumped 
i n t o  producing i n d u s r r y  i n  a  one o r  two y e a r  p e r i o d .  I n  f a c e  of t h i s  
s i t u a t i o n ,  and h e r e ' s  where aga in  I come back t o  Washinqton, i n  t h e  f a c e  
of t h i s  nat ionwide problem, t h e  Secretarv of t h e  Treasury ,  M r .  Hughes, 
has  announced t h a t  i n  t h e  Treasury Department t hey  have a  p roposa l  t o  
be inc luded  i n  t h e  nex t  t a x  b i l l  t h a t  no one can  p u t  money i n  t h e  d r i l l -  
i n g  of a  w e l l  and g e t  t h e  b e n e f i t  of t h e i n t a n g i b l e t a x  wr i te -of f  u n l e s s  
t h e  money came from t h e  o i l  and gas  i n d u s t r y  i t s e l f .  That  means t h a t  
i f  anyone i n  t h i s  room has  g o t  a  hundred thousand d o l l a r s  t h a t  you g o t  
o u t  of a corn  c r o p  o r  d c t t o n  c rop  o r  s o l d  your c a t t l e  and y o u ' r e  w i l l i n q  
t o  gamble t h a t  hundred thousand d o l l a r s  i n  t h e  d r i l l i n g  of a  w i l d  c a t  
and t h e  w e l l  i s  d ry  you cannot  wr i t e -o f f  on your t a x  r e t u r n  t h e  
i n t a n g i b l e  l o s s  on t h i s  one hundred thousand d o l l a r s .  How can you f i n d  
o i l  o r  gas  under  t h o s e  c i rcumstances?  

September 7 ,  1973 -3- 
s kw A 



Now,  a s  f o r  Lo-Vaca and i t s  p r e s e n t  s t a t u s ,  a s  w e l l  as t h e  
p l a n s  f o r  t h e  comlng w i n t e r .  A s  you know, I was apnointed by t h e  200th 
D i s t r i c t  Court  of T r a v i s  County on J u l y  24, 1973 a s  a  c o u r t  appoin ted  
supervisor-manager and t o  select a  board of d i r e c t o r s  which t h e  c o u r t  
would awprove. T h i s ,  I d i d ,  and I t h i n k  we have s e l e c t e d  an ou t s t and ing  
groun of people  f o r  t h i s  board ,  who a r e  most competent i n  t h e  f i e l d  of 
o i l  and gas  and t o  h e l p  u s  s o l v e  t h i s  problem. These d i r e c t o r s  a r e  
M r .  Pau l  R.  Haas, of Corpus C h r i s t i ,  fo rmer ly  w i th  Lagor la  O i l  and c a s  
Company; Mr. Robert B. Gilmore, of D a l l a s ,  Texas,  Board Chairmanand 
t h e  I n t e r n a t i o n a l l y  known Petroleum Consu l t an t ;  M r .  Roy P. Due r s t ,  of 
F o r t  Worth, Texas,  who has  r e c e n t l y  l e f t  t h e  S i d  Richardson o p e r a t i o n  
and has  s p e n t  most of t h e  l a s t  f i v e  y e a r s  i n  Washington i n  t h e  
Department of  t h e  I n t e r i o r ' s  O f f i c e  on Con t ro l  and A l l o c a t i o n  of 
Imports  of Crude O i l ;  M r .  J o e  P. Di-kerson, of  Houston, Texas ,  who 
i s  r e t i r e d  P r e s i d e n t  of t h e  S h e l l  P i p e l i n e  Company, p r i o r  t o  h i s  t i m e  
w i th  t h e  S h e l l  P i p e l i n e  Company, he  w a s  t h e  Vice  P r e s i d e n t  and Produc t ion  
Manager of S h e l l  i n  Midland and Denver; and M r .  John R .  Sueman, Jr., of 
Houston, Texas ,  who was e l e c t e d  by t h e s e  d i r e c t o r s  t o  be  Board Chairman. 
M r .  John R .  Sueman i s  t h e  son  of t h e  i n t e r n a t i o n a l l y  known John Sueman 
of Humble. John Sueman, Jr., s p e n t  twenty y e a r s  i n  t h e  N a t u r a l  Gas 
Department of Humble a s  an eng inee r .  So w e  have ,  I t h i n k  f i v e  w e l l  
q u a l i f i e d  people .  

Here are t h e  f i g u r e s  t h a t  show what Lo-Vaca has  done and i s  
con t inu ing  t o  do.  A s  of  J u l y  1, 1973, Lo-Vaca has  made a  t o t a l  advance 
t o  producers  f o r  t h e  development of gas  p r o p e r t i e s  a f t e r  g a s  purchase  
c o n t r a c t  has  been made of $38,920,000 and have made committments f o r  
an  a d d i t i o n a l  $48,000,000 t o  be advanced t o  producers ,  i f  as and when 
t h e i r  reserves war ran t  t h e  payment. Th i s  i s  a  t o t a l  of $87,521,000 
t h a t  Lo-Vaca has  l a i d  on t h e  l i n e ,  and t h i s  was wrior t o  my t a k i n g  over  
t h e  company. Lald  $87 m i l l i o n  d o l l a r s  on t h e  l i n e  t o  s e c u r e  a f i r m  
gas  sunply .  Lo-Iraca has  no f i n a n c i n g  a b i l i t y  of i t s  own nu r suan t  and 
r e q u i r e d  by t h e  mortgage and i n d e n t u r e s  of t h o  s e c u r f t i e s . o f  t h e  
p a r e n t  company. 'I'nls r . ? s u l t s  i n  Lo-Vaca g e t t i n g  a l i  of i t s  c a p i t a l  
from t h e  p a r e n t  company, C o a s t a l  S t a t e s .  A s  of J u l y  31,  1973, Coastal 
S t a t e s  has  advanced t o  Lo-Vaca a t o t a l  of  $51,353,000,  and t h a t ' s  what 
Lo-Vaca now owes t h e  p a r e n t  company. And a l l  of  t h i s  money is going 
i n t o  t h e  c o n s t r u c t i o n  of p i p e l i n e  facilities and t h e  a c q u i s i t i o n  of 
gas  s u p p l i e s  f o r  t h e  seven months p e r i o d  ending J u l y  31,  1973, Lo-Vaca, 
i n  t h e  c u r r e n t  y e a r ,  l o s t  $5,962,000. The l o s s  f o r  t h e  month of J u l y  
was $513,000. The g r e a t e r  p o r t i o n  of t h i s  l o s s  r e s u l t s  from t h e  h iqhe r  
p r i c e s  pa id  f o r  g a s ,  and a s  w e  have p re sen ted  t o  t h e  Railroad Commission, 
i n  our  r a t e  h e a r i n g ,  t h e  June  average cost of t h e  ~ u r c ~ ~ d s e d  gas  
Lo-Vaca bouqht w a s  24.4C. Our average  s a l e  f o r  t h e  same month w a s  
24.6C. Lo-Vaca had a  two t e n t h s  of a  c e n t  p r o f i t  b e f o r e  what i t s  
gas  c o s t  o n l y ,  and t h a t  two t e n t h s  of a  c e n t  won' t  buy t h e  pos tage  
stamp t o  m a i l  o u t  your s t a t e m e n t s .  T h a t ' s  where w e  a r e  today .  

There has  been much concern expressed  a s  i f  Lo-Vaca i s  made 
s t r o n g  and v i a b l e  company, it w i l l  b e n e f i t  on ly  t h e  e q u i t y  owner of 
Lo-Vaca. And h e r e ' s  where 1 am goinq t o  speak f r a n k l y .  I f  t h e  an- 
imos i ty  to  M r .  Oscar Wyatt ,  3 r .  and I have no r ea son  f o r  even mentioning 
M r .  Wyat t ' s  name excep t  M r .  Wyatt can t a k e  c a r e  of h imse l f .  H e ' s  proven 
t h a t  by b u i l d i n g  a  b i l l i o n  d o l l a r  comnany i n  f i f t e e n  y e a r s .  But ,  it 
a l s o  should be remembered, i f  y o u ' r e  concerned about  t h e  e q u i t y  of M r .  
Wyatt be ing  e n r i c h e d ,  i n  a d d i t i o n  t o  M r .  Wyatt,  t h e r e  are i n  exces s  
of twelve thousand s t o c k h o l d e r s  i n  t h e  C o a s t a l  S t a t e s  Gas Company who 
have p u t  debenture  money i n  i n  a d d i t i o n  t o  t h e  deb t .  

A t  t h e  Ra i l road  Commission h e a r i n q ,  M r .  " 7 a l t e r  Winlen , camposing 
t h e  docke t  No. 500, on o u r  rate h e a r i n g  on l a s t  Thursday,  August 30, 
asked t h a t  a l l  i n t e r e s t e d  p a r t i e s  g i v e  t h e i r  comments when t h e  pro- 
ceeding i s  reconvened f o r  t h e  r e b u t t a l  c a s e  of t h e  i n t e r v e n e r s  on 
September 24, a s  t o  any new and nove l  d i f f e r e n t  ways i n  which t h i s  
r a t e  c a s e  could  be  s e t t l e d  i n  t h a t  it was a  s e r i o u s  problem, and I 
a q r e e  t h a t  it i s  a s e r i o u s  problem. 
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I s a y  t h a t  a t  t h i s  t i m e  is n o t  t h e  t ime t o  embark upon some 
new and u n t r i e d  method of r a t e  making. What needs t o  be done i n  t h i s  
i n s t a n c e  i s  t o  ~ r o v i d e  a r a t e  t h a t  l e t s  Lo-Vaca go buy t h e  g a s  t o  m e e t ,  
f i r s t  t h e  needs of t h e  cominq w i n t e r ,  and t h e n  t h e r e  a f t e r ,  

The need f o r  r a t e  r e l i e f  i s  c e r t a i n l y  more a c u t e  t h a n  some 
new proposa l  i n  some r a t e  making, and I ' m  n o t  b e l i t t l i n g  what M r .  
Win le in ,  Hearing-Examlner, s a i d ,  I ' m  s imnly say inq  t h a t  I t h i n k  
we should  e s t a b l i s n  a r a t e  on t h e  t ime t e s t e d  ways of r a t e  making f o r  
t h e  n a t u r a l  qas  b u s m e s s .  What I propose t o  do s o  long a s  I am r e s -  
p o n s i b l e  f o r  t h e  o p e r a t i o n  f o r  t h i s  company is number one ,explore  a l l  
p o s s i b i l i t i e s  of t h e  development of s t o r a g e  f a c i l i t i e s  i n  t h e  d e p l e t e d  
or semidepleted o i l  o r  gas  f i e l d s  cont iguous  t o  t h e  Lo-Vaca system. 
The b e n e f i t  i n  v a l u e  of s t o r a g e  f a c i l i t i e s  and s t o r a q e  cawaci ty  d u r i n g  
t h e  w i n t e r  months can n o t  be counted i n  t h e  va lue  of d o l l a r s  and c e n t s  
and I ' l l  g i v e  a c o n c r e t e  example. When I was w i t h  t h e  Texas E a s t e r n  
Transmiss ion Corpora t ion ,  w e  conver ted  t h e  Oakford gas  f i e l d  i n  Penn- 
svlvanTa a t  Oakford Pennsylvania  t o  a gas  s t o r a q e  reservoir, W e  
had a 1 4 0  b i l l i o n  f e e t  of  q a s  i n  t h a t  reservoir o f  which 40 
b i l l i o n  was t h e  bottom cush ion  and t h e  100 b i l l i o n  was t h e  t o p  f l o a t .  
I n  extremely co ld  wea ther ,  we could p u l l  t h a t  r e s e r v e  a t  400  m i l l i o n  
f e e t  a day f o r  100 days u n i n t e r r u p t e d .  Now, you c a n ' t  count  t h e  
va lue  of t h a t  i n  an  extreme co ld  pe r iod .  I t  i s  t r u e ,  w e  have a s p e c i a l  
r a t e  f o r  t h a t ,  and i t  w a s  d o l l a r  and h a l f  a thousand,  b u t  they  
l i n e d  up t o  g e t  i t ,  and we w e r e  o f f e r e d  2 d o l l a r s  a thousand i f  w e  
would g i v e  them p r e f e r e n c e  qver  t h e  d o l l a r  and $. T h a t ' s  how v a l u a b l e  
it can be .  A 10 or 15 b i l l i o n  f o o t  s t o r a q c  r e s e r v o i r  is  somewhere 
between B e e v i l l e ,  San Antonio,  and Aus t in  and a l i t t l e  e x t r a  c a p a c i t y  
i n  t h i s  p i p e l i n e  i f  we  could  t a k e  100 m i l l i o n  f e e t  of  gas  a day o u t  
o r  b e t t e r  on extremely co ld  days ,  you c a n ' t  coun t  f o r  t h a t .  I w a s  i n  
S t .  Louis when I was w i t h  Trans  Western P i p e l i n e  Company d u r i n g  t h e  
ten-week snow storm. I w a s  p r e s i d e n t  of t h e  M i s s i s s i p p i  River  Val ley  
and t h e  gas  company, I was w i t h  them t r y i n g  t o  se l l  them some g a s  t h a t  
we had s u r p l u s  and b u l l d  a l i n e  i n t o  t h e  S t .  Louis  a r e a .  They s a i d  
w e ' l l  g i v e  $2.00 a thousand f o r  a l l  t h e  qas  you can g i v e  us  today.  So, 
s t o r a g e  f a c i l i t i e s ,  you may s a y  t h a t  once o r  t w i c e  du r ing  t h e  w i n t e r  it 
i s  of extreme va lue .  Tha t  i s  one of t h e  t h i n g s  w e  a r e  working on now 
and t h e  s tudy  i s  under  way. 

The nex t  t h i n g  # 2 ,  t h a t  I a m  i n v e s t i g a t i n g  i s  t h e  p o s s i b i l i t y  
of  a l i q u i f i e d  n a t u r a l  gas  impor t .  Tha t  h a s  been accomplished by E l  
Paso on bo th  t h e  w e s t  c o a s t  and t h e  east c o a s t .  Texas E a s t e r n  Trans- 
miss ion  and a group of i t s  a s s o c i a t e s  have a c o n t r a c t  w i t h  S o v i e t  
Russia .  Occ iden ta l  Petroleum Company a l s o  have an agreement w i th  
S o v i e t  Russ ia  t o  b r i n g  LNG i n t o  t h e  Unlted S t a t e s  a t  $1.00 a thousand.  
I t ' s  i n  t h e  paper  t h i s  morning t h a t  Panhandle E a s t e r n  have s igned  a 
c o n t r a c t  w i t h  A l g e r i a  f o r  23 t r i l l i o n  f e e t  of  LNG t o  be brought  i n t o  
one of t h e  g u l f  p o r t s  and n u t  i n t o  Panhandle,  E a s t e r n  l i n e  i n  t h a t  
a r e a .  A s  a r e s u l t  of t h i s ,  I have now joined hands w i t h  ano the r  g a s  
company, and we a r e  a c t i v e l y  engaged i n  i n v e s t i q a t i n g  one sou rce  of 
t h i s  t y p e  of supply  of gas  dnd I hope w e  can make it je l l .  Now, t h a t  
t a k e s  money, gentlemen. I t  t a k e s  money t o  even g e t  your f o o t  i n  t h e  
door and I ' v e  a l r e a d y  g o t t e n  approva l  from t h e  c o u r t  and Lo-Vaca 
Board t h a t  f o r  $25,000 I can keep my f o o t  i n  t h e  door on t h i s  i n v e s t i -  
o a t i o n  f o r  twelve months and I ' l l  pay t h a t  i f  I have t o  pay it o u t  of 
my own pocket .  T h a t ' s  how c r i t i c a l  t h i s  could be .  I f  w e  can g e t  it 
it would be  600 m i l l i o n  f e e t  of g a s  a day. We would q e t  400 m i l l i o n .  
The o t h e r  company would q e t  200 m i l l i o n .  400 m i l l i o n  f e e t  of  g a s  a 
day i s  a v a i l a b l e  t o  t h e  1,;-Vaca system today ,  and I can p u t  on my h a t  
and go home, t h a t ' s  how s imple  it would be .  

Another t h i n g  t h a t  I ' m  do ing  i s  where Lo-Vaca's p i p e l i n e  
c a p a c i t y  pe rmi t s  it t o  t r a n s p o r t  gas  f o r  o t h e r  p a r t i e s .  T h i s  i s  a 
f l e x i b l e  p i p e l i n e  system. I have never  s een  i t s  e q u a l ,  i t ' s  almost  
a loop  , i n t e r i o r  of  Texas.  W e  a r e  o f f e r i n g  t o  do t h i s ,  and I have 
concluded one arrangement on which t h e  papers  a r e  be ing  drawn, f o r  
100 m i l l i o n  f e e t  a day t r a n s p o r t a t i o n .  I ' m  working on a n o t h e r  one 
f o r  75 m i l l i o n  f e e t  a day t r a n s p o r t a t i o n  and what I ' v e  done is ask  
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t h e s e  people  i f  t hey  would q i v e  m e  t h e  o ~ t i o n  of t a k i n q  mv t r a n s n o r t a t i o n  
f e e  i n  qas  o r  i n  money and they 've  q iven  m e  t h a t  o n t i o n ,  I ' m  goinq 
t o  t a k e  t h e  t r a n s v o r t a t r o n  f e e  i n  g a s ,  and it will b e  gas  a v a i l a b l e  
f o r  t h e  Lo-Vaca customers .  If you c a n ' t  f i n d  gas  one way, 1'11 f i n d  
it ano the r .  

Another t h i n g  t h a t  I have ~ r o p o s e d  t o  do and we a r e  d o n g  
it, i s  t o  keep Lo-Vaca's c a p a c i t y  c u r r e n t  w i t h  i t s  p r e s e n t  and f u t u r e  
needs ,  by t h e  investment  of  a l l  of o u r  funds  a v a i l a b l e  i n  f l a t  land 
expansLon s o  t h a t  w e  can c o n t r a c t  t o  purchase  gas  anywhere w e  can 
f i n d  it, and g e t  i n t o  t h e  p i p e l i n e  w i t h  a minimum of d e l a y  a s  f a r  
a s  ma in l ine  c a p a c i t y  i s  concerned. I f  by t h e  j ud l e lous  use  of t h e  
money we creneratefrom t h e  r a t e  i n c r e a s e s  g ran ted  u s  by ehe Ra i l road  
Commission, I t h l n k  u s i n g  t h e  t h i n g s  I ' v e  named, w e  can make Lo-Vaca 
a s t r o n g  f l e x i b l e  gas  system i n  what a c t u a l l y  Lo-Vaca should be .  It 
should be  an i n t r a s t a t e  p u b l i c  gas  u t i l i t y ,  r e g u l a t e d  by t h e  Ra i l road  
Commission of Texas and ope ra t ed  f o r  t h e  b e n e f i t  of t h e  people  i n  Texas 
t h a t  are connected t o  t h i s  system. T h i s  cannot  be done u n l e s s  t h e  money 
i s  available t o  do  i t ,  Now, t h e  f i g u e s  I have g iven  you ahead of 
t h i s  show t h a t  C o a s t a l  S t a t e s ,  wh i l e  some people  may s a y  has  d r a i n e d  
t h i s  company, i t ' s  t h e  o p p o s i t e ,  because a l l  of t h i s  money, t h e  51  
m i l l i o n  t h a t  Lo-Vaca owes C o a s t a l ,  and t h e  89 m i l l i o n  t h a t  has  been 
committed and has  been p a r t i a l l y  pa id  t o  p roducers  t o  s e c u r e  s u p p l i e s  
of gas .  That  money on ly  comes from one s o u r c e ,  comes from t h e  p a r e n t  
company,other t han  what i s  genera ted  by Lo-Vaca i n  i t s  o p e r a t i o n s  and 
you can s e e  they  h a v e n ' t  gene ra t ed  a dime t h i s  y e a r ,  t h e y ' v e  l o s t  money. 

Another t h l n g  t h a t  I t h i n k  t h e  p u b l i c  needs t o  know, i s  t o  
r e l a t e  t h e  n a t u r a l  gas  t h a t  goes i n  t h e  p i p e l i n e .  That  i s  t h e  one 
commodity of which t h e r e  is no market .  Gas p l p e l i n e  company does n o t  
make one t h i n  dime on i t s  gas .  You buy a d o l l a r s  worth of g a s ,  you 
p u t  it through your p i p e l i n e ,  and you se l l  a d o l l a r s  worth of g a s ,  less 
t h e  sh r inkage  t h e  company uses .  There i s  no mark up on 
your gas a t  a l l .  

To conclude,  I would l i k e  t o  r e p o r t  t h a t  i n  p r e ~ a r a t i o n  f o r  
the coming w i n t e r ,  I ' v e  had two ve ry  f r u i t f u l  meetings with-the 
e l e c t r i c a l  power g e n e r a t i n g  companies. I t h i n k  a s  a r e s u l t  of t h a t ,  w e  
have a r r l v e d  a t  a s o l u t i o n  and what it may appear  t o  be  a Rube Goldburq 
o r  an Amos ' n  Andy t r a l t .  W e  can i n c r e a s e  o u r  d e l i v e r y  t o  any degree  
i n  any extremely co ld  w ln t e r .  I t  i s  r e a l l y  comnljcated,  b u t  I t h i n k  
w e  can ach ieve  t h e  r e s u l t  of  adding t o  o u r  system, how much g a s ,  I 
d o n ' t  know. P v t ,  what we've agreed t o  do 1 s  rue w i l l  keep i n  c o n t a c t  
i n  extreme c o o l  wea ther ,  we w l l l  set up even necessary  by laws,  I ' l l  
s t a y  i n  my o f f i c e  a l l  n i g h t  long wi th  a qroup t o  keep t h i s  t h i n g  coor-  
d i n a t e d  when t h e  weather g e t s  extremely c o l d .  I a l s o  have a committment 
from one g a s  p l p e l i n e  company t o  h e l p  i n  extreme co ld  weather  w i thou t  
q u e s t i o n .  I j u s t  asked t h l s  gentleman i f  w e  could he  could  h e l p  
m e  d u r i n g  t h e  co ld  weather  and he  s a y s ,  ' I ' l l  q i v e  you 100 m i l l i o n  
f e e t  of gas  a day d u r i n g  t h e  extreme co ld  wea ther ,  and you can pay 
m e  o r  r e t u r n  it when you g e t  t h e  qas  back ' .  Now, t h a t ' s  t h e  atmosphere 
i n  which we a r e  t r y i n g  t o  so -ve  t h i s  problem. And, I ' m  c e r t a i n  I 
can g e t  h e l p  from o t h e r  g a s  p i p e l i n e  companies because I ' v e  g o t  a long 
f r i e n d s h i p  i n  t h i s  bus ines s .  And I w i l l  see a l l  t h e  major i n t e r s t a t e  
p i p e l i n e  companies. One warm day when they  have s u r p l u s  gas  and they  
can g i v e  i t  t o  m e ,  w e  w i l l  t a k e  it. W e  a l s o  have f i v e  competent gas  
buyers  working around t h e  c lock  n e g o t i a t i n g  and fo l lowing  every  p o s s i b l e  
supply o f  g a s ,  t o  t h i s  e x t e n t ,  t h a t  any day,  a n  i n t e n t i o n  t o  d r i l l  
a p p l i c a t i o n  i s  made wi th  - h e  Rai l road  Commission, t h e  nex t  day t h a t  i s  
p u t  on our  r e c o r d s  and t l ~ ~ t  w e l l  i s  fol lowed t o  i t s  complet ion,  S t a t e  
wide. 

We r e c e n t l y  p a i d  70C f o r  some g a s  i n  Reeves County. And t h i s  
week w e  have proposed a b i d  of 780 MCF f o r  ano the r  p o s s i b l e  r e s e r v e ,  
b u t  I am n o t  c e r t a i n  t h a t  78e w i l l  buy t h i s  g a s .  We had one s i t u a t i o n  
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offered u s t o  buv gas  a t  76 t .  I t  was 80 m i l l i o n  f e e t  a  day f o r  f o r t y  
days .  1 t u rned  it down. The f o r t y  days  would be  gone b e f o r e  t h e  
co ld  weather  came. 76C was 52C above what we w e r e  s e l l i n g  g a s  f o r .  
I ' d  have taken  a m i l l i o n  d o l l a r s  o u t  of t h e  company t r e a s u r y  and 
wouldn ' t  have had any g a s  f o r  c o l d  weather .  W e  l e t  t h a t  g a s  go.  And, 
I t h i n k  it was a w i s e  d e c i s i o n .  

Another problem t h a t  w e  a r e  having t o  d e a l  w i t h  is  t h e  s h o r t -  
aqe of m a t e r i a l s .  And we run  i n t o  t h i s .  W e  needed 67 thousand f e e t  
of 12 i n c h  l i n e  ~ i p e  t o  connect  one of o u r  g a s  r e s e r v e s  p r e s e n t l y  on 
c o n t r a c t .  Now, t h i s  r e s e r v e  i s  a h i q h  s u l f u r  and carbon d i o x i d e  gas  
which is very  c o r r o s i v e  and it r e q u i r e s  a low carbon s teel  t h a t  w i l l  n o t  
blow o u t  and cor rode  o u t  i n  a few months. The f i r s t  p i p e  of this t y p e  
t h a t  we were o f f e r e d ,  t h e  d e a l e r  had a supply  of p i p e ,  
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He wanted $136,000 over  t h e  e s t a b l i s h e d  m i l l  p r i c e .  We s a i d ,  "NO thanks" .  
W e  have o rde red  t h e  p i p e  f r o v a s t e e l ~ n i l l  i n  Birmingham and w e  can g e t  
d e l i v e r y  on Xovember 1 9 t h  of t h i s  v e a r .  On Tuesday of t h i s  week I c a l l e d  
t h e  p r e s i d e n t  o f  t h a t  s t e e l  cov.panv t o  s e e  i f  he  could  p o s s i b l y  a s s i s t  us  
i n  t h e  d e l i v e r y  and e q e d i t e  it and h e  i n d i c a t e d  he  might be  a b l e  t o  q e t  
it r o l l e d  and o u t  of  t h e  m i l l  one week earl ier .  Now one of t h e  g r e a t e s t  
problems we've encountered i n  buying g a s  f o r  t h i s  ~ i p e l i n e  system,  and I ' v e  
run  i n t o  it every  t i m e  I t a l k  t o  anybody, i s  t h e  atmosnhere t h a t  has  been 
c r e a t e d ,  and I ' l l  g i v e  it t o  you s t r a i g h t .  I n  t h e  Sar. Antonio pape r s ,  t h e  
Aus t in  pape r s ,  t h e  Corpus C h r i s t i  p a p e r s ,  thatL0-Vaca's  b roke ,  it c a n ' t  
buy g a s ,  and every t i m e  some unfavorab le  a c t i o n ' t a k e s  p l a c e  i t ' s  on t h e  
h e a d l i n e .  Every t i m e  I t a l k  t o  a producer  about  buying g a s ,  "Can you pay 
f o r  i t ? " ,  I t  g o t  t h l s  r i d i c u l o u s ,  t h a t  one major company's c r e d i t  department 
t o l d  t h e i r  ga s  department t o  n o t  n e g o t i a t e  w i t h  us  t o  s e l l  us any more gag,  
Well I h i t  t h e  c e i l i n g ,  because t h a t  very company we had advanced a m i l l i o n  
f o u r  hundred thousand d o l l a r s  t o  buv t h e i r  gas  and h e l p  them t o  develop it. 
And I t o l d  t h i s  c r e d i t  manager, "You've g o t  your  c r e d i t  c a r d  b u s i n e s s  mixed 
up wi th  your  o i l  and gas  b u s i n e s s ,  and n e x t  t i m e  I h e a r  you say  t h a t  I ' m  going 
t o  t h e  Chairman o f  t h e  Board of  your  company and hope you won ' t  b e  h e r e  a f t e r  
t h a t , "  because t h a t ' s  what w e  run i n t o .  Now yes t e rday  I t a l k e d  t o  two 
s u p p l i e r s  o f  gas  on a s p o t  b a s i s .  They ' re  o l d  f r i e n d s  o f  mine. One has  50 
m i l l i o n  f e e t  a  day, t h e  o t h e r  has  75 m i l l i o n  f e e t  of  gas  a day w e  cou ld  
buy f o r  s i x  ~. .onths on a s p o t  b a s i s .  They asked me, "When can vou t e l l  us 
about  your r a t e  r e l i e f ,  because our  people  a r e  s t i l l  concerned t h a t  you 
c a n ' t  pay f o r  t h i s  gas  i f  we s e l l  it t o  you?" I want t h a t  125 m i l l i o n  f e e t  
of  s p o t  gas  f o r  s i x  months d u r i n g  t h e  c o l d  weather. Now how I can g e t  
it ,  I d o n ' t  know un le s s  I can t e l l  them t h a t  we've g o t  r a t e s  r e l i e f  and 
we can pay them f o r  it, and i t ' s  n o t  t h e  766 g a s ,  i t  i s  cheaper  t han  t h a t .  
Th i s  gas  i s  t h e r e  every day i n  co ld  weather  and we can depend on it. 
lJow p l e a s e  r e n e ~ b e r  what I s a i d ,  I have no t  endeavored t o  make a ju ry  
speech o r  s o  c a l l e d  s e l f - s e r v i n g  d e c l a r a t i o n .  I have simply s t a t e d  t h e  
problems a s  I see them and I hope t h a t  we can overcome t h e s e  p r e s s i n g  problems 
s o  t h a t  w e  can g e t  f i r s t ,  a s  I t e s t i f i e d  when they  reopened t h e  r a t e  h e a r i n g  
t h a t ' s  a l l  I s a i d  a l l  day long  on c r o s s  examination.  I have on,e goa l  t h a t ' s  
ga s  f o r  t h e  coming wi .nter ,  and I would n o t  vee r  from t h a t .  Then i f  w e  can 
g e t  a long  range  supply o f  g a s ,  t h a t ' s  what w e  want. I may g e t  i n  t r o u b l e ,  
b u t  I ' v e  been appoin ted  by t h i s  c p u r t  t o  do two t h i n g s ;  p rosecu te  t h i s  
r a t e  c a s e  to  i ts conc lus ion  which w e  have done and t h e  b r i e f s  have been 
f i l e d ,  and t h e  o t h e r  one i s  t h e  mandate from t h e  Ra i l road  Commission, t h e  D i s -  
t r i c t  Cour t  i n  R u s t i n ,  a s  w e l l  a s  t h e  A t to rney  G ~ n e r a l ' s  O f f i c e ,  t o  q e t  
t h e  gas  f o r  t h i s  coming w i n t e r  and I am n o t  go ing  t o  l e a v e  any ston? unturned 
t o  f i n d  it. But I need t h e  one t o o l  t o  do it w i t h  and I t h i n k  you can see 
from t h e s e  f i g u r e s  I ' v e  g iven  you t h a t  i t ' s  money. Fle have asked f o r  a 
temporary r a t e  of  34.96 from t h e  Ra i l road  Commission. We've s t i p u l a t e d  
on t h e  r eco rds  t h a t  t h e  commission would reopen i t s  hea r ings  on t h i s  
docket  on September 24th  and t h e  i n t e r v e n o r s  and p r o t e s t o r s  can p u t  i n  a 
f u l l  blown r e b u t t a l  c a s e  where t h e  commission would g r a n t  us  i n t e r i m  
relief t o  g i v e  us t h e  t o o l  t o  g e t  gas  wi th .  I f  i n  i t s  f i n a l  f i n d i n g s  t h e  
commission e s t a b l i s h e s  a r a t e  lower t h a n  what w e  a r e  a sk ing  f o r  t h e  u s i n g  
under t h e  i n t e r i n  r a t e  w e  w i l l  make re funds  between what t h e  f i n a l  r a t e  i s  
and what we a r e  ncw ask ing  fo r .  Now t h a t  w i l l  n o t  be  re funds  i n  cash b u t  
it w i l l  be  an adjustment  i n  b i l l i n g  u n t i l  evervbody was even.  I t  seems t o  
m e  t h a t  i n  an atmosphere t h a t  has  been i n  t h i s  b u s i n e s s  and f r a n k l v  
h v s t e r i a  and emotion has  taken  t h e  p l a c e  o f  common sense ,  and I have 
seen  it i n  t h e  s i x  weeks I have been i n  t h i s  p o s i t i o n ,  and I ' v e  t r i e d  t o  
g e t  around t h e  h v s t e r i a  t o  t r y  t o  s o l v e  t h i s  problem. Of course we 
n e g o t i a t e  t o  s e t t l e  t h e s e  r a t e s i f  w e  have f i v e  people  t h a t  want t o  n e g o t i a t e  
t o  s e t t l e .  Each one has  a d i f f e r e n t  answer, and i f  people  g e t  t h o s e  f i v e  t o  
a g r e e  on one answer it would he  a m i r a c l e  and I ' n  n o t  a m i r a c l e  worker,  
I ' m  j u s t  a  p lugger .  What we need i s  r a t e  r e l i e f  and whether t h e  San Antonio 
P u b l i c  S e r v i c e  Board would l i k e  it o r  n o t  o r  t h e  C i t y  o f  San Antonio 
would l i k e  it o r  n o t ,  t h e  C i t y  o f  Aus t in ,  t h a t  t h e  on ly  t h i n g  t h a t  i s  going 
t o  g e t  gas  t o  keep your l i g h t s  burning and yomhouses  warm t h i s  w i n t e r ,  
and t h a t ' s  a l l  I ' m  h e r e  t o  do, t o  t r y  t o  do t h a t .  I ' l l  be  happy t o  answer 
any q u e s t i o n s  . 
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MR. CAPLOS TREVINO (KITE) : M r .  Cox, you propose t o  h i k e  t h e  rates 
t o  34.9$ MCF. How much more do you t h i n k  you w i l l  have t o  go b e f o r e  t h i s  
crisis is over? 

MR. COX: 
_I 

I d o n ' t  propose t o  h i k e  t h e  r a t e ,  I have asked t h e  Ra i l road  
Commission t o  approve t h a t  r a t e  and i s s u e  an o r d e r  t h a t  s e t s  t h a t  a s  
an i n t e r i m  r a t e .  U n t i l  sane unforseen change t a k e s  p l a c e  I would t h i n k  
t h a t  r a t e  would p r e v a i l  f o r  a number o f  y e a r s .  You c a n ' t  qua ran tee  t h a t .  
I ' v e  been i n  t h i s  bus ines s  a long t i m e  and some of t h e  t i m e  when vou g e t  
i n t o  w ipe l ine  expansion t h e r e  would come a t i m e ,  f o r  example, when t h i s  
LNG becomes a v a i l a b l e .  Ye would have t o  b u i l d  about  an 80 m f l l i o n  d o l l a r  
p l a n t ,  i n  p o s s i b l y  Corpus C h r i s t i ,  and p u t  t h i s  n a t u r a l  gas  i n  o u r  p i p e l i n e .  
I f  you do t h a t ,  you've g o t  t o  r a i s e  your  r a t e s ,  which i s  t h e  normal p roces s  
o f  any i n t e r s t a t e  p i p e l i n e  company and I t h i n k  w e  should o p e r a t e  i n  t h e  same 
manner a s  an i n t e r s t a t e  p i p e l i n e  company. I n  f a c t  w e  a r e  now i n s t a l l i n g  and 
chanaing t h e  LeVaca bookkeeping system and moving ove r  t o  t h e  F e d e r a l  
Power Commission System o f  uniform accounts  s o  t h a t  w e ' l l  have o u r  books 
k e p t  e x a c t l y  l i k e  books a r e  r e q u i r e d  to  be k e p t  on t h e  i n t e r s t a t e  g a s  p ipe-  
l i n e  company which i s  t h e  b e s t  way t o  keep them. 

MRS. COCKRELL : M r .  Cox, i n  r e q u e s t i n g  t h i s  r a t e  i n c r e a s e ,  a r e  you 
propos ing  t h a t  t h i s  app ly  t o  a l l  customers of *Vaca? I t  would seem t o  m e  
t h a t  perhaps  t h o s e  o f  us  who were t h e  o l d e r  customers who have t h e  long  
term c o n t r a c t s  perhaps  should  be t r e a t e d  a l i t t l e  b i t  d i f f e r e n t l y  from 
brand new customers.  

MR. MILLS COX: Well, I a p p r e c i a t e  t h a t  p o s i t i o n .  But i n  r a t e  making 
f o r  e l e c t r i c  u t i l i t i e s  b u i l d i n g s ,  t e l ephones ,  g a s ,  w a t e r ,  t h e r e  is no 
r e c o g n i t i o n  between t h e  new and an o l d  customer. But t h i s  r a t e  we have 
asked f o r  of  34.9~8 would be  a v a i l a b l e  would be  t h e  r a t e  a p p l i c a b l e  to  
e n t i r e  system of Lo-Vaca. Now I might l e a v e  t h i s  thought  w i t h  you. Your 
c i t y  made a c o n t r a c t ,  f o r  about  24g! and I t h i n k  t h a t  c o n t r a c t  has  been 
i n  e f f e c t ,  8 o r  9 o r  10 yea r s .  (Since 1962) .  Now t h e r e  a r e  c a l c u l a t i o n s  
t h a t  have n o t  been made, might be  w e l l  t o  make them, i s  how much t h e  
C i t y  o f  San Antonio has  saved on 246 gas  compared t o  o t h e r  p r i c e s  i n  o t h e r  
c i t i e s  i n  t h a t  p e r i o d  of t i m e .  I t  might be  a s i z a b l e  sum of money. 

MR. MATTIIEWS : Most u n f o r t u n a t e l y  t h e  C o a s t a l  ~ e o ~ l e  made low c o n t r a c t s  
w i t h  everybody, M r .  Cox, and s o  when you compare them they  a r e  p r e t t y  
much i n  l i n e  w i t h  t h e .  .I mean they  a r e  a l l  low . . . . . so  w e  r e a l l y  d i d  g e t  
an advantage over  o u r  ne ighbors .  

MR. COX: I d o n ' t  t h i n k  t h a t  y o u ' l l  f i n d  much 2 4 ~  r a t e s  anywhere i n  
t h e  l a s t  f i v e  o r  s i x  y e a r s .  For  example, Lone S t a r  has  f i l e d  an 
a p p l i c a t i o n  w i t h  t h e  Ra i l road  Commission f o r  an i n c r e a s e  i n  r a t e s ,  e x a c t l y  
t h e  same p a t t e r n  o f  a r a t e  making we a r e  a s k i n g  f o r ,  and they  a r e  a sk ing  P 

5 We a r e  a sk ing  34.9$. 

MR. NEWMAN: M r .  Cox I know you a r e  aware o f  t h e  f a c t  Houston L i g h t  & 
Power has  a c o n t r a c t  w i t h  Houston N a t u r a l  Gas, 206 a thousand. You a r e  
aware o f  t h e  f a c t  Houston L i g h t  & Power a l s o  h a s  a c o n t r a c t  w i th  Exxon, 
21.1~f a thousand.  

MR. COX: Is t h a t  c o n t r a c t  s t i l l  i n  e f f e c t ?  

MR. NEWMAN: S t i l l  i n  e f f e c t ,  Y e s  sir. I t  w i l l  be r e n e g o t i a t e d  i n  1975.. 

MR. COX: I ' l l  t a k e  your  word f o r  t h a t .  I have n o t  checked t h a t .  But 
T 've  s n w t  a day w i t h  IIouston L i g h t  and Power Company. Now t h e  o t h e r  s i d e  
o f  t h e  c o l n ,  and I d o n ' t  t h l n k  I ' m  r e v e a l i n g  any conf idence ,  b reak ing  any 
conf idence ,  t o  p r e p a r e  f o r  t h e  coming w i n t e r ,  they  have bought f u e l  o i l  
and they  have prepared  t h e i r  sys tem t o  burn c rude  o i l  i n  a l l  p l a n t s  excep t  
one t h a t  c a n ' t  burn f u e l  o i l .  They've gone up t o  $8.50 a b a r r e l  f o r  f u e l  
o i l  which they  w i l l  burn when t h e y  c a n ' t  g e t  t h e  g a s ,  s o  t h a t  e q u a t e s  o u t  
t o  much h i g h e r  than  206 a thousand.  
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MR. NEWMAN: T h e r e ' s  no q u e s t i o n  about  t h a t ,  I ' m  o n l y  answering some 
o f  t h e  remarks t h a t  you made r ega rd ing  c o n t r a c t s  and p r i c e s .  L e t ' s  be  
mindful  of  t h e s e  t h i n g s .  The o t h e r  c o n t r a c t  t hey  have i s  w i t h  P e n z o i l ,  and 
i t  t u r n s  o u t  t o  26.5 and Pennzoi l  r e c e i v e s  a l a r g e  pe rcen tage  of  t h e  g a s . . .  

YR. COX: I a g r e e  w i t h  you, M r .  Newman l o o % ,  b u t  l e t  m e  make t h i s  p o i n t .  
I ' l l  g i v e  you t r a c k  odds. I ' l l  g i v e  vou t r a c k  odds thev c a n ' t  go buy t h a t  g a s  
today a t  thosk p r i c e s .  

MR. N E W 4 N  : I know t h a t  s i r ,  I know t h i s .  I ' m  n o t  deba t ing  t h a t  p a r t  
w i t h  vou a t  a l l .  A l l  I wanted t o  do i s  be mindful  o f  t h e  f a c t s ,  b u t  when 
w e  do speak o f  Con t r ac tua l  o b l i g a t i o n s ,  and what n o t ,  and we a r e  going t o  
compare what we have saved,  t h a t ' s  what you asked us t o  do,  I am comparing 
what w e  have saved wi th  Houston. f 

MR. COX- I a g r e e  w i t h  you. That  i s  t r u e .  To t a k e  you f u r t h e r  down t h e  
m ' d  l i k e  t o  f i n d  some 106 g a s ,  b u t  it d o e s n ' t  e x i s t .  

MR. NEWMAN: Of cou r se  n o t .  

MR. COX: And, one of my expe r i ences ,  when I p u t  Transwestern P i p e l i n e  
Company t o g e t h e r  and b u i l t  t h i s  p i p e l i n e  t o  t h e  w e s t  c o a s t  w e  s t a r t e d  o u t  
w i t h  i n i t i a l  volume of 300 m i l l i o n  f e e t  p e r  day a t  4 2 6  d e l i v e r e d  a t  t h e  
Colorado River ,  that's t h e  C a l i f o r n i a  boundarv. Before  we went i n t o  o p e r a t i o n ,  
I t ende red  a n o t h e r  150 m i l l i o n  f e e t  of  gas  t o  P a c i f i c  L i g h t i n g  a t  376 which 
brought  t h e i r  r a t e  from 42#  t o  376. They tu rned  it down. Now, I ' v e  s een  
some o f  t h o s e  people  r e c e n t l y  and they  hung t h e i r  heads  and s a i d  w e  wish w e  
had t a k e n  i t ,  and i f  you can f i n d  us  some g a s  f o r  $1.50 I ' l l  buy it, 
c e r t a i n l y ,  today.  So what you a r e  s a y i n g ,  M r .  Newman, i s  e x a c t l y  c o r r e c t ,  
b u t  it i s  a situation t h a t  i s n ' t  a p p r o p r i a t e  and a p p l i c a b l e  t o  what we a r e  
t r y i n g  t o  do now. 

MR. NEWMAN: Yes I unders tand t h a t .  I ' m  very  f a m i l i a r  w i t h  t h e  p r i c e  of 
g a s ,  M r .  Cox. And a l l  I was s a y i n g  is when you sugges ted  t h a t  we go back 
and compare what we've saved ,  you s e e ,  I am going back and I am comparing 
it and I ' m  a s k i n g  you t o  do t h e  same t h i n g .  

MR. COX: But I d o n ' t  t h i n k  y o u ' l l  f i n d  t h e  206 r a t e  f o r  b o i l e r  f u e l .  
I d o n ' t  t h i n k  y o u ' l l  f i n d  t h e  20g! r a t e  f o r  house hea t ing .  

MR. NEWMAN: S i r ?  

MR. COX: You won ' t  f i n d  t h e  20# r a t e  f o r  house h e a t i n g ,  y o u ' l l  back 
down 206 r a t e  f o r  gas  f o r  b o i l e r  f u e l ,  b u t  you Won't f i n d  206 gas  
through a d i s t r i b u t i o n  system. .  . . 
MR. NEWMAN : I had r e f e r e n c e  t o  t h e  s a l e  o f  gas  t o  Houston L i g h t  & 
Power, from Exxon, from Houston N a t u r a l ,  and from Pennzofl .  

MR. COX: I ag ree  w i t h  you. Except I c a n ' t  f u l l y  excep t  t o  what w e  a r e  
t r y i n g  t o  do h e r e  today.  

MR. BECKMANN : M r .  Cox I t h i n k  t h i s  i s  probably ve ry  b a s i c  b u t  j u s t  what 
e f f o r t  i s  Lo-Vacamaking today t o  se l l  t o  new customers? I 
MR. COX: The on ly  form of a new customer i s  t h e  t r a n s p o r t a t i o n .  

F13. BECKMAIJN : T r a n s ~ o r t a t i o n ?  

MR. COX: Transpor ta t io i l ,  where w e  have c a p a c i t y .  

CITY ATTORNEY 13ECKMAIJN : hhere  a r e  you ~ o v f n g  gas  t o ?  

XR. COX: We move gas  f o r  a f e e ,  and T have been s u c c e s s f u l  i n  t h a t  
i n  a l l  o f  them g i v i n g  m e  t h e  o p t i o n ,  t o  t a k e  gas  a s  payment f o r  t h e  f e e  
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i n s t e a d  o f  money, which g i v e s  us a d d i t i o n a l  gas .  

MR. BECKMAPIN : Right .  

MR. MATTEIEVTS : I t h l n k  you might s t a t e ,  M r .  Cox, t h a t  t h e  Ra i l road  
Commlssionk o r d e r  i n  c u r t a i l m e n t  p roceedings  f o r b i d s  L o - V a ~ a  from t a k i n g  on 
new customers.  I mean t h a t ' s  p a r t  o f  t h a t  Ra i l road  Commission o r d e r .  

MR. COX: Well t h a t ' s  t r u e ,  M r .  Matthews, and I ' m  t h e  o p e r a t i n g  head of t h i s  
company and i f  I c a n ' t  meet my p r e s e n t  requi rements  I ' m  s u r e  n o t  go ing  t o  se l l  
some more gas .  

MR. MATTHEWS : W e l l ,  t h a t ' s  r i g h t ,  b u t  I meant.. . .  

MR. COX: Regardless  of  any a l l o c a t i o n s  by t h e  Ra i l road  Commission. 

MR. MATTHEWS: T h a t ' s  r i g h t ,  b u t  you a r e  f o r t i f i e d  though the f a c t  t h a t  
t h e   ailr road Commission o r d e s t h a t  t h i s  s h a l l  be  done. 

MR. COX: W e l l  a s  f a r  a s  I am concerned t h a t ' s  m o o t .  That i s  i n  a 
vacuum, cause  w e  c o u l d n ' t  do i t  i f  w e  wanted t o .  

CARLOS TREVINO (KITE 1 : M r .  Cox, what about  t h i s  new r a t e ?  What would you 
a c t u a l l y  accomplish a s  f a r  a s  t h e  ...... 
MR. COX: A s  I s t a t e d  a wh i l e  ago,  I know what it w f l l  do f o r  s i x  months, 
t h i s  coming win te r .  I t ' l l  l e t  m e  buy 125 m i l l i o n  f e e t  o f  s p o t  gas  a day 
which i s  a v a i l a b l e  every day. T h a t ' s  n o t  s o  much t h e  p r i c e  t h a t  w i l l  buy t h a t  
g a s ,  i t ' s  t h e  a s su rance  t h a t  t h e  seller has  t h a t  we can pay f o r .  Because 
they  a l l  f e e l  w e  are i n  jeapordy,  and I ' l l  s a y  we have n o t  been i n  jeapordy, ac- 
t u a l l y .  One lawyer asked m e  i n  Aus t in  t h e  o t h e r  day on c r o s s  examinat ion,  
"What about  t h e  r e h a b i l i t a t i o n  o f  L o V a c a ? "  I s a i d  s i r ,  y o u ' l l  have to  d e f i n e  
r e h a b i l i t a t i o n  b e f o r e  I ' l l  answer your  q u e s t i o n ,  because I d o n ' t  t h i n k  t h i s  
company needs  r e h a b i l i t a t i o n .  I t  j u s t  needs  some money, t o  m e e t  i t s  needs  
f o r  g a s  w i t h ,  and i t ' s  t h a t  s imple .  

CARLOS TREVINO : What about  a f t e r  6 months.. . . .  

MR. COX: That  s p o t  gas  ends .  Because t h a t ' s  a s  long  as t h e s e  peop le ,wan t  
to t h e  gas ,  s i x  months. But i f  a t  t h e  end o f  s i x  months we a r e  through 
t h e  w i n t e r  and w i t h  t h e  i n c r e a s e d  r a t e  and t h e  purchase  g a s  ad jus tment  c l a u s e  
t h a t  g i v e s  us t o o l s  t o  buy t h e  g a s  everybody is competjng fo r .  I f  you 'd  
been i n  t h i s  b u s i n e s s  back i n  1948 and 49 and seen what t h e  r e s e r v e s  were 
then  a s  cbmpared t o  now, people  running t h e s e  p i p e l i n e s  'are s c r a p i n g  ove r  
what I c a l l  t r a s h ,  a c t u a l l y ,  t o  g e t  some g a s ,  i t ' s  l u s t  t r a s h .  Twenty y e a r s  
ago they  wou ldn ' t  even set p i p e  and c o n n l e t e  them even a s  gas  wells, a c t u a l -  
l y .  And at t h e  p r i c e  o f  gas  706 and 806 which i s  now reasonab le  which makes 
i t  p r o f i t a b l e  f o r  t h e s e  producers  t o  produce t h e s e  marginal  t h i n  gas  sands .  
You c o u l d n ' t  do it o therwise .  

CARLOS TREVINO : What abouc t h e s e  r e p o r t s  t h a t  we've hea rd  about  new 
r e s o u r c e s ,  and; new d e p o s i t s  i n  no r the rn  p a r t s  o f  Texas. . . . . .  

MR. COX: Could you t e l l  m e  which county? 

CARLOS TREVINO: No, t h a t  i s  what I am a s k i n g  you. . . . .  

MR. COX: W e l l  I g e t  a  d a + l v  r e p o r t .  W e  have t h a t  North Texas 36 i n c h  
system jo ined  wi th  Texas U t i l i t i e s .  They ' re  buying and looking  a t  t h e  g a s  
a l l  through t h a t  l i n e  which runs  from somewhere o u t  i n  West Texas c l e a r  
i n t o  D a l l a s  and F o r t  Worth, and i f  t h e r e ' s  any gas  a v a i l a b l e  o u t  t h e r e  o r  
be ing  d i scove red ,  o u r  people  a r e  t a l k i n g  t o  them. 

CARLOS TREVINO: Do you propose t o  buy it.... 

MR. COX: Y e s  s ir .  I f  i t ' s  a v a i l a b l e .  
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MR. NEWMAN : M r .  Cox, when w e  g e t  back and w e  speak o f  t h e  p r i c e  o f  
gas  and t h e  a t t i t u d e  of t h e  C i t y  P u b l i c  S e r v i c e  Board r ega rd ing  t h e  p r i c e  
of g a s ,  t h e r e  a r e  a couple  of t h i n g s  I" l i k e  t o  ment ion,  t h a t  d i d  
t r a n s p i r e  p r i o r  t o  t h e  t i m e  t h a t  you came i n t o  t h e  p i c t u r e .  ~ i r s t  o f  a l l ,  we 
a r e  very. mindful  of  t h e  p r i c e  o f  g a s ,  and keep up w i t h  it d a i l y .  W e  a l s o  
a r e  mindful  of  t h e  p o s i t i o n  t h a t  we were a e t t i n q  i n t o  r ega rd ing  t h e  s e v e r i t y  
o f  t h e  sho r t aye .  On n o t  one,  b u t  innumerable occas s ions ,  by innumerable 
l e t ' s  say t h a t  n o t  l e s s  than  f o u r  o r  five,Lo-Vaca was t o l d  i n  t h e  p a s t  
p r i o r  t o  t h e  t i m e  and even a f t e r  t h e  t i m e  t h a t  t h i s  went be fo re  t h e  
Ra i l road  Commission a t  t h e i r  r e q u e s t ,  t h a t  w e  would pay more f o r  gas  than  
t h e  23.75g! t h a t  we're paying,  And t h a t  what t h e y  would do ,  if they  
would go o u t ,  t hey  s a i d  t h e y  d i d n ' t  have t h e  money t o  buy it, w e  s a i d  w e  
would buy it. I remenber one package,  f o r  examale, from Katy.  his 
amounted t o  50 m i l l i o n  c u b i c  f e e t  a  day. A t  t h a t  t ime t h e  p r i c e  was 556. 
Now I ' m  j u s t  say ing  t h i s  i s  t h e  p r i c e  w e  were t o l d .  We s a i d ,  a l l  r i g h t ,  
you go buy t h a t  qas  556. W e ' l l  t a k e  it, and what w e ' l l  do w i t h  it, 1s 
t h a t  w e ' l l  g i v e  Aus t in  and LC- an o p p o r t u n i t y  t o  j o i n  w i t h  u s ,  and w e ' l l  
pay you t h e  t r a n s p o r t a t i o n  c o s t .  They s a i d  t h a t  they were n o t  i n  p o s i t i o n  
t o  buy i t .  !.re s a i d  you dn it, w e ' l l  pay you, w e ' l l  90 t o  them, and w e ' l l  
handle  it accordingly.Not  a s i n g l e  c u b i c  p i e c e  o f  f o o t  o f  gas  came t o  us i n  
t h i s  manner. There were a c d i t i o n a l  c o n t r a c t s  t h a t  we s a i d ,  Vet 11 t a k e  
them, a t  a p r l c e  ruch  h i a h e r ,  y e t ,  t h a t ' s w h a t  we a r e  t a l k i n g  about  a t  23.756. 
:ken t?us went b e f o r e  t h e  Ra i l road  Comnission, we f e l t ,  and f e e l  today ,  t h a t  
w e  a r e  one e n t i t y  on t h i s  system. I T ' S  a b s o l u t e l v  t r u e  t h a t  what o u r  re- 
s p o n s 9 b i l i t y  f s , i s t o  look t o  t h e  handl inq of a s i t u a t i o n  i n  San Antonio. 
But San Antonio i s  n o t  going t o  be looked upon a s  j u s t  one s e p e r a t e  
bhte tyand t h e  399 o t h e r  peop le ,  and o t h e r  communities, and p i p e l i n e s  and 
what n o t ,  handled i n  some o t h e r  way. The Ra i l road  Commission couldn't do t h i s  
i f  they would, b u t  t h e y  won ' t  anyway. So t h e  t r u t h  is t h a t  we have t r i e d  t o  
a c c o ~ p l i s h  it i n  t h a t  manner. Now I'm a l s o  q u i t e  con f iden t  t h a t  you a r e  
f a m i l i a r  w i t h  t h e  s i t u a t i o n  t h a i  p e r t a i n s  r ega rd ing  Channel I n d u s t r i e s  and 
Tennessee Gas and Transmission Company. T h e r e ' s  s i t u a t i o n  where,  I t h i n k  
t h a t  t h e  C i ty  Counci l  should  be extremely w e l l  acqua in ted  w i t h  t o o ,  i t ' s  very  
c u r r e n t .  Channel I n d u s t r i e s ,  a  100% s u b s i d i a r y  o f  Tennessee Gas, e x a c t l y  
a s  Lo-Vaca, f s  a  100% s u b s i d i a r y  o f  C o a s t a l  S t a t e s ,  a c t u a l l y  had more com- 
mit tments  t han  they  had g a s  t o  f u l f i l l  them and something had t o  be  done. 
Over an extended p e r i o d  of t ime  they  w r e s t l e d  w i t h  t h i s  and they  t r i e d ,  f i r s t  
of  a l l  t o  r e n e g o t i a t e  w i t h  t h e  va r ious  ones  t h a t  they  w e r e  connected t o  and 
they  d i d n ' t  succeed.  I t  succeeded w i t h  some b u t  n o t  w i t h  a l l ,  t hen  they  
went b e f o r e  t h e  Ra i l road  Commission and they asked f o r  an i n c r e a s e .  
The Ra i l road  Commission t o l d  them t o  go back o u t  and t a l k  it ove r  some more 
and come back l a t e r .  And they  d i d  t h a t .  They k e p t  on do ing  i t .  Here's 
a news r e l e a s e  da t ed  August 1 6 ,  "Tenneco r e n e g o t i a t e s  Gulf Coast  Gas S a l e s .  
Channel u n i t  t a k e s  $55 m i l l ~ o n  wr i te -of f  i n  losses . "  Tenneco Inco rpo ra t ed  had 
improved second q u a r t e r  and f i r s t  q u a r t e r  p r o f i t s  d e s p i t e  a p re - t ax  l o s s  
o f  $55 m i l l i o n  r e f l e c t i n g  l o s s e s  o f  a u n i t  which w i l l  i n c u r  ove r  t h e  n e x t  
s e v e r a l  yea r s  because of  r e n e g o t i a t e d  gas  s a l e  agreements. The u n i t  Channel 
I n d u s t r y  Gas Co~,panv i s  t h e  o p e r a t o r  o f  t h e  i n t r a - s t a t e  Texas Gulf Coas t  p ipe-  
l i n e  t h a t  has  been o p e r a t i n g  under long  term f i x e d  p r i c e  gas  s a l e s  c o n t r a c t s  
r e q u i r i n g  i t  t o  s e l l  s u b s t a n t l a l l y b e l o w  c o s t .  They p o i n t  of  my s t o r y  is 
t h a t  h e r e ' s  a  s i t u a t i o n  t h a t  i n  p o i n t  i n  f a c t ,  1s a lmos t  i d e n t i c a l  t o  t h e  
s i t u a t i o n  t h a t  w e  a r e  confror. .ed w i t h  r i g h t  he re .  We have..We must be  
prepared ,  I f e e l  t h i s  way l ' m  s u r e l y  no s t r o n g e r  t han  anybody else on t h i s  
Board. We're awful ly  anxfous t h a t  w e  see t o  i t  t h a t  we come up wi th  t h e  
energy f u e l .  W e  know t h a t  t h e  w i n t e r ' s  coming. W e  know what month i t  is .  
We a r e  doing eve ry th ing  i n  o u r  power t o  accomplish t h e  o b j e c t i v e .  But w e  
have t o  a l s o  be  i n  a p o s i t i o n ,  i n  my opin ion ,  t h a t  w e  can  answer a l l  t h e  
q u e s t i o n s  t h a t  can a r i s e ,  f i r s t  t o  o u r s e l v e s ,  and then  t o  t h e  f i r s t  person 
t h a t  w e  pas s  walking down t.hr s t r e e t ,  and t h e r e  a r e  a l o t  o f  q u e s t i o n s  t h a t  
they  can ask  us t h a t  woulb be very d i f f i c u l t  f o r  us t o  answer. I f  w e  d o n ' t  
do,  i n  my op in ion ,  e x a c t l y  what w e  would have t o  do even i f  w e  would have 
it o the rwi se ,  and t h a t  i s  work w i t h  t h e  o t h e r s  t h a t  a r e  on t h i s  system 
t o  t h e  end o f  s o l v i n g  t h i s  problem. The f a c t  i s ,  t h a t  i f  y o u ' l l  go back 
and t a l k  t o  Oscar  Wyatt and Rue Thomas andGa le  Gallaway, and you name 
anybody e l s e ,  and Jack  Ware; I t h i n k  t h a t  they  would have t o  t e l l  you t h a t  
t h e  coope ra t ion  t h a t  t h e y  r ece ived  from t h e  C i t y  P u b l i c  S e r v i c e  Board i n  
San Antonio was s i n g u l a r .  That  nobody t r i e d  ha rde r  t han  w e  have t r i e d  t o  
work w i t h  them. These a r e  t h e  f a c t s  and they '11 a t t e s t  t o  t h e s e  f a c t s .  I 
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d o n ' t  f e e l  t h a t ,  i n  t h e  p o s i t i o n  t h a t  w e  are i n  today w i t h  t h e  w1lol* m a t t e r  
be ing  l a i d  b e f o r e  t h e  Commission which was t h e i r  cho ice ,  t h a t  we a r e  
i n  a  p o s i t i o n  h e r e  t o  do anyth ing  o t h e r  than  what w e  a r e  doing. T h a t ' s  
e x a c t l y  what,  how I f e e l .  

MR. COX: M r .  Newman, would you t e l l  m e  e x a c t l y  what you a r e  do ing ,  I ' d  
l i k e  t o  know? 

MR. NEWMAN: What w e  are doing? 

MR. COX: Y e s  

MR. NEWMAN: W e l l ,  i t  was my unders tanding  t h a t  t h e r e  w a s  to  have been a  
meet ing wr th  you t h i s  week, M r .  Cox,..... 

MR. COX: W e l l  you have had a  complete misunders tanding ... I have made no 
commit tment forany  meet ing t h i s  week e x c e p t  t o  come t o  San Antonio f o r  t h i s  
meeting. 

MR. NEWMAN: W e l l ,  I ' l l  t e l l  you, Don B u t l e r ,  who is t h e  C i t y  At torney  
of Aus t in  i s  t h e  sou rce  o f  my in fo rma t ion ,  and I ' l l  s a y  t h i s .  That  he  
f e l t  t h a t  he and o t h e r s  were p lanning  on meet ing w i t h  you t h i s  week, a s  I 
r e c a l l  s p e c i f i c a l l y ,  he s a i d  Wednesdav o f  t h i s  week, t o  d i s c u s s  v a r i o u s  ways 
of working o u t  e x a c t l y  what i t  i s  t h a t  y o u ' r e  h e r e  p r e s e n t i n q .  

MR. COX: I ' m  n o t  p r e s e n t i n g  anyth ing  M r .  Newman, I ' m  s imply t e l l i n g  
you what I have done s i n c e  I ' v e  been. . . . . .  

MR. NEPJMAN : I unders tand.  W e  have the problem. I ' m  t a l k i n g  abou t  
manners o r  a  method t h a t  would be u t y l i z e d  t o  a l l e v i a t e  t h e  problem. 

MR. COX: A l l  r i g h t  now l e t  m e  answer your  q u e s t i o n s .  1'11 t a k e  them 
"I o r d e r .  F i r s t ,  t h e  t r a n s p o r t a t i o n  o f  the g a s  from Katy. Now,what 
happened t o  t h a t  I d o n ' t  know, because I have n o t  involve?  myself ,  i n  p a s t  
even t s .  That  d o e s n ' t  g e t  any gas .  I f  you g e t  g a s  t o  t r a n s p o r t  today and 
t e n d e r  it t o  me, I ' l l  hau l  it f o r  you. 

MR. NEWMAN: Yes s i r ,  wi thou t  q u e s t i o n .  

MR. COX: 
I 

And I ' l l  ask  you my s t a n d a r d  ques t ion ,  W i l l  you q i v e  m e  my 
money i n  t h e  form o f  gas  i n s t e a d  o f  money f o r  t h e  t r a n s p o r t a t i o n  fee?  

MR. NEWMAN: W i l l  we? 

MR. COX: Y e s  s i r .  

MR. NEWMAN: We wouldn ' t  have any,  i n  f a c t  we've been working on some 
d e a l s  and w e  are i n  a  p o s i t i o n  t o  come up w i t h  some gas .  

MR. COX: .... 
MR. NEWMAN : Le t  m e  f i n i s h  your q u e s t i o n .  You want m e  t o  answer whether 
w e  w i l l  pay you i n  gas  o r  pay you. I d o n ' t  t h i n k  t h a t  we would back up 
a t  t h a t ,  o r  t h a t  w e  w i l l  back up a t  t h a t .  I t ' s  go ing  t o  be  a  m a t t e r  o f  
simply de te rmin ing  t h e  rate a t  which w e  w i l l  pay you,  o v e r  t h e  p e r i o d  now 
a  y e a r  o r  18 months, t hey  s a i d  they would t r a n s p o r t  gas  a t  26 p e r  thousand 
cub ic  f e e t  . . . p  e r  hundred miles. And w e ' l l  work it o u t  w i t h  you, any way 
you want t o  work i t  o u t .  

MR. COX: Well ,  i f  you d o n ' t  want t o  g i v e  m e  t h e  money i n  gas  I ' l l  t a k e  
money. E i t h e r  hay.  Now. I ' l l  go back t o  your  f i r s t  t h i n g .  T h a t ' s  what 
w e ' l l  s o l v e ,  w e ' l l  t r a n s p o r t  gas  f o r  you. Now I p o i n t e d  o u t  i n  a  number 
of c a s e s ,  your  r e p r e s e n t a t i v e  M r .  B i l l  Murray who's very  capab le ,  t h a t  anytime 
t h a t  you f i n d  g a s  and you can buy it, w e ' l l  t r a n s p o r t  i t ,  h.-+ J made i t  
c r y s t a l  c l e a r  i f  t h e  producer  wants advances l i k e  w e  were making, you g i v e  them 
t o  him. 
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MR. NEWMAN: Yes s i r .  

MR. COX: You b u i l d  t h e  connec t ing  l i n e .  

MR. NEWMAN: Yes sir. 

MR. COX: W e ' l l  buy t h e  gas .  

MR. NEWMAN: Y e s  s ir  w e ' l l  p u t  i n t o  your 1 ne.  
! 

MR. COX: -- We're c l e a r  on t h a t .  

MR. NEWMAN: You b e t .  

MR. COX: A l l  r i g h t ,  now , on t h e  Tennessee Channel I n d u s t r i e s  what 
you l u s t  t o l d  m e  about  t h e  Channel I n d u s t r i e s  i s  t h e  f i r s t  I ' v e  e v e r  
known about  it, t h a t ' s  t h e  f i r s t  I ' v e  heard .  I heard t h a t  t h e r e  was a c a s e  
b u t  t h a t ' s  a l l .  Now, t h e  n e x t  t h i n g  i s  a s  t o  meeting t h i s  week. I made 
no commitments f o r  a meeting t h i s  week and I can sunpor t  t h a t .  I was asked 
t o  come t o  a meetfng i n  Aus t in  t h i s  week and I s a i d  I have a commitment wi th  
t h e  Mayor of San Aptonio and those  peop le ,  and t h a t ' s  where I ' m  qo ing  f i r s t .  
??ow I ' l l  p u t  i t  r i q h t  o u t  on t h e  t a b l e .  The C i t y  At torney  o f  Aus t in ,  Texas 
made two phone c a l l s  t o  my a t t o r n e y  y e s t e r d a y  t h a t  t h i s  meeting i n  San Antonio 
would be counte r -produc t ive ,  I had no bus rnes s  qo ing ,  t h a t  Oscar Wyatt ,  
e l e c t e d  M r .  Becker Mayor o f  San Antonio,  and I s h o u l d n ' t  come. T h a t ' s  why 
I s a i d  I ' m  n o t  n o t  go ing  t o  San Antonlo u n t i l  I g e t  some o t h e r  m a t t e r s  
c l e a r e d  up. Now t h e y ' v e  g o t  f i v e  p roposa l s  t o  n e g o t i a t e  t h i s  r a t e .  Not 
one of  them t h a t  I a c c e p t .  The l a s t  one is a s  r i d i c u l o u s  a s  I ' l l  e v e r  s e e  
and i t ' s  g o t  a t h r e a t  i n  it, t h a t  i f  I ' l l  a c c e p t  t h i s  i n t e r i m  r a t e  by t h e  
L.C.R.A. t h e y ' l l  a g r e e  n o t  t o  sue  u s ,  sue  t h e  Commission and set  t h e  r a t e  as ide  
i f  w e ' l l  a ccen t  it. Now, t h a t ' s  b lackmai l .  Agreed n o t  t o  qo t o  c o u r t  t o  
set t h e  rata aside. 

MAYOR BECKCR: Excuse me, What was t h e  a t t o r n e y ' s  name? 

Pm. COX: Don B u t l e r .  I had t h a t  message tw ice  from him yes t e rday .  My 
a t t o r n e y  g o t  it and he can conf i rm it t o  you. 

MAYOR BECKER: I ' d  l i k e  t o . . . . .  

MR. COX: J u s t  a  minute Your Eonor. I ' d  l i k e  t o  know how I can r e n e g o t i a t e  
anv r a t e  s e t t l e m e n t  i n  t h a t  atmosphere and under t h o s e  c i rcumstances .  

MR. NEWMAN: Excuse m e ,  I d i d  n o t  h e a r  t h e  p o i n t  t h a t  you made, what else 
t h e  L.C.R. came up wi th .  

MR. COX: I s a i d  they  came up w i t h  a r a t e  t h a t  was r i d i c u l o u s .  The c h i e f  
p o i n t  i s ,  they  agreed  i f  I would a c c e p t  t h i s  i n t e r i m  r a t e  t h a t  t hey  would 
n o t  appea l  it t o  t h e  c o u r t s .  T h a t ' s  a  f a c t .  T h a t ' s  p l a i n  blackmai l .  The 
o t h e r  one w a s  t h a t  i f  a  rate d i d n ' t  prove s u c c e s s f u l  i n  20 months i t  would be  
s e t  a s i d e  and we'd go back t o  o u r  o r i g i n a l  24$ and you c a n ' t  buy g a s  under 
t h o s e  c i rcumstances .  T h a t ' s  n o t  even a good hun t ing  l i c e n s e .  

MAYOR BECKER: M r .  Cox, I ' m  n o t  a sk ing  you t h e s e  q u e s t i o n s  i n  a h o s t i l e  
a t t i t u d e ,  i t ' s  j u s t  t o  c l a r i f y  t h e  f a c t s  about  it. Now, you r ega rd  i t  a s  
b lackmai l  f o r  a p a r t y  b e f o r e  t h e  Ra i l road  Commission t o  say  they would 
appea l  from an o r d e r  t h a t  they  renarded  a s  u n f a i r  and u n j u s t  and u n j u s t i f i e d .  
I d o n ' t  t h i n k  t h a t ' s  a  f a i r  s t a t e m e n t .  

MR. COX: They t o l d  me t h a t  i f  I would a c c e p t  it they  would n o t  go t o  c o u r t ,  

MR MATTHEWS : T h a t ' s  j u s t  t h e  same t h i n g  a s  s ay ing  t h a t  i f  you p u t  i n  a 
r a t e  t h a t  we d o n ' t  a c c e p t  w e ' r e  go ing  t o  appea l  which they  have t h e  l e g a l  
r i g h t  t o  do.  

MR. COX: I ' d  l i k e  t o  make one more s t a t emen t .  
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MR. MATTEENS: I d o n ' t  want t o  argue w i t h  you about  it I j u s t  s a y  I 
d o n ' t  t h i n k  t h a t  should  be  c a l l e d  blackmai l .  I t h i n k  t h a t ' s  t o o  s t r o n g  
a language f o r  it. 

MR. COX: You and I bo th  have been gofnq down t h i s  road a long t i m e .  

MR. MATTHEWS : - T h a t ' s  r i g h t .  

FIR. COX: A s  I ' v e  t o l d  you b e f o r e  I t h i n k  you and I a r e  bo th  c u t  o f f  t h e  
same b o l t  of  goods. 

MR. MATTAEWS: We've been g e t t i n g  a long  ve ry  w e l l  i n  o u r  conve r sa t ions  d u r i n  
t h e s e  t h i n g s  ..... 
MR. COX: I ' m  want t o  make o t h e r  t h i n g s  c l e a r  here .  Th i s  relates t o  your  
M r .  h e s s ,  You're rate c o n s u l t a n t .  Mow t h r e e  weeks ago today o u r  ra te  man 
and f ~ n a n c i a l  man, M r .  B i l l  Greehie  had h i s  l a s t  meeting w i t h  M r .  I-less i n  
D a l l a s .  Now M r .  Greehie  came back from Dallas and I wa i t ed  i n  my o f f i c e  till 
he g o t  h e r e  from D a l l a s  about  8:00 Fr iday  n i g h t .  Because M r .  Greehie  had s a i d  
one ,  t h a t  M r .  fIess was t h e  most competent r a t e  men he  has  every d e a l t  w i t h  
and t h a t  he  was f a i r  and reasonable .  Bill Greehie  came i n  from D a l l a s  and he  
says  I a m  very p l ea sed .  H e  s a y s ,  M r .  H e s s  and I have reached a s i t u a t i o n  where 
I can recommend t o  LO-Vaca t h a t  t hey  a c c e p t  t h i s  w i th  a few l i t t l e  ad lus tments  
w i t h  no problem, and he  s a y s  t h a t  M r .  Hess f e e l s  t h e  same way about  t h e  P u b l i c  
S e r v i c e  Board o f  San Antonio,  and I ' m  hope fu l  t h a t  w e  can a r r i v e  a t  a meeting. 
H e  s a i d  M r .  Hess is going  t o  phone them and see what t h e y  want t o  do w i t h  it. 
And your  own c o n s u l t a n t ,  accord ing  t o  t h e  in format ion  t h a t  I have,  phoned 
your  people  and they  tu rned  i t  down. 

MR. MATTHEWS: L e t ' s  see, you say  phoned who? 

MR. COX: Phoned t h e  San Antonio P u b l i c  S e r v i c e  Board. 

MR. MATTHEWS: Turned down a meetfng. ... between t h e  ..... 
MR. COX: No they  tu rned  down t h e  p roposa l  t h a t  M r .  Hess and M r .  Greehie  
had agreed  on. 

MR. MATTHEWS: I f  anybody h a s  e v e r  s a i d  t h a t  they  agreed  on any th ing  
o r  you phoned anybody, I d o n ' t  know who it is. 

MR. COX: W e l l ,  maybe w e  are n o t  on t h e  same wave l eng th .  

MR. NEWMAN: - We're n o t ,  b u t  w e  h a v e n ' t  t u rned  down anyth ing ,  

MR. MATTHEW: We've never  hea rd  o f  t h i s  t h i n g .  

MR. COX: A l l  r i g h t .  

MR. MATTHEWS : I t h i n k  you must be  misinformed abou t  t ha t .  

MR. COX: I t h i n k  M r .  Greehxe i s  a p r e t t y  honorable man and I know 
M r .  Hess i s  and t h a t  w a s  t h e  i n fo rma t ion  they  brought  t o  us t h a t  t hey  
reached t h e  p o i n t  where t h e y  thought  an agreement could be reached.  

MR. DEELEY: W e  have Don Thomas h e r e  who was a t  t h a t  meeting. 

MR. COX: But B i l l  Greehie  s a i d  I would recommendLo-Vaca a c c e p t  it and I 
unders tand M r .  Hess i s  going t o  phone San Antonio. . . . .  

MR. MATTHEWS : What i s  i t  t h a t  y o u ' r e  t a l k i n g  about ,  because none o f  
us have e v e r  hea rd  t h a t .  

MR. COX: W e l l  I c a n ' t  g i v e  you a l l  t h e  d e t a i l s  on t h e  f i g u r e s .  But 
they  bo th  had a f i g u r e  t h a t  t hey  thought  t h e i r  p r i n c i p a l s  would accep t .  
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I checked it o u t  w i t h  B i l l  Greehie  and h e  s a i d  t h a t  M r .  Hess phoned him, 
t h a t  he phoned i t  t o  Sar Antonio and it had been tu rned  down. 

MR. MATTIIEWS : W e l l  you unders tand  o u r  a t t i t u d e  toward. . . . . I  t h i n k  t h e r e  
Ts something wrong h e r e  because we a r e  c e r t a i n l y ,  your t a l k i n g  about  
something c e r t a i n l y  I never  hea rd  o f ,  M r .  Newman or any member of t h e  Board 
e v e r  heard  o f  and I t h i n k  M r .  Deeley never  heard  o f ,  a s  t h e  General  Manager... 

MR. COX: Now t h a t ' s  t h e  r e p o r t  t h a t  I have g o t t e n  from o u r  f i n a n c i a l  
and r a t e  man. 

MR. MATTHEWS: L e t  m e  review t h e  conve r sa t ion  on t h i s  p a r t i c u l a r  s u b j e c t  t h a t  
I had w i t h  you ove r  i n  Aus t in .  

MR. COX: I ' d  be happy t o .  

MR. MATTMEWS: You remember t h a t  w e  d i s c u s s e d  ........ room, and had two 
or t h r e e  very  amicable  and I t h i n k  p r o f i t a b l e  d i s c u s s i o n s  and exchange 
o f  i d e a s  w i t h  each  o t h e r  about  t h i s  t h i n g .  I n  t h e  f i r s t  one o f  t h o s e  d i s -  
c u s s l o n s  you mentioned t h a t  M r .  G reeh ie ' s  admira t ion  o f  o u r  r a t e  e x p e r t ,  
M r .  Hess, and t h e  p o s s i b i l i t y  o f  working something o u t  and I s a i d  f i n e  
t h a t ' s  wonderful ,  l e t ' s  g e t  them t o g e t h e r .  I s n ' t  t h a t  e x a c t l y  what I s a i d ?  

September 7 ,  1973 
SC 



MR. COX: Up t o  t h a t  p o i n t  we ' re  t o g e t h e r .  

MR. MATTHEW: Okay. Then I s a i d  though H e s s  is h e r e  a d v i s i n g  u s  
s i t t i n g  a t  o u r  elbow on t h e  c r o s s  examination of t h e s e  t e c h n i c a l  w i t -  
ne s se s  and w e  need him and I t h i n k  t h a t  I a g r e e  w i t h  you t h a t  t h e  
sooner  w e  could g e t  you some temporary r a t e s ,  t h e  b e t t e r  o f f  you would 
be and t h e  q u i c k e r  w e  cou ld  g e t  down t h e  l i n e  on s o l v i n g  problems here .  
The re fo re ,  r sugges t  t h a t  w e  a s k f o r  an adjournment of t h i s  so t h e s e  
two men can have t h e  t i m e  t o  g e t  t o g e t h e r  and work it o u t .  I s n ' t  t h a t  
what I s a i d ?  

MR. COX: T h a t ' s  e x a c t l y  what you s a i d ,  t h e  second day. L e t ' s  keep 
t h i s  r e c o r d  c r y s t a l  c l e a r .  I s a i d  t h a t  M r .  Greehie  was t h e  r a t e  w i t n e s s  
on t h e  w i t n e s s  s t a n d  being cross examined. That  t h e  t h i n g  to  do i s  t o  
l e t  t h i s  c r o s s  examination run  i t s  cour se  and g e t  th rough ,  t h e n  l e t  
t h e s e  t w o  men g e t  back t o g e t h e r . , .  

MR. MATTHEWS: And I suggested i n  r e p l y ,  " W e l l ,  if there's a prob- 
a b i l i t y  of  agreement,  why do w e  was t e  our  t i m e  h e r e  a  couple  of 

weeks c r o s s  examining and l e t  t h a t  t i m e  go  by? 

MR. COX: M r .  Matthews? 

MR. MATTHEWS: I know you had your problems,  I ' m  n o t  blaming you. 

MR. COX: I 've  been going down t h i s  road ,  as I s a i d ,  a s  long as 
you have. You d i d n ' t  a s k  m e  t o  recess t h e  Rai l road  Commission hea r ing  
u n t i l  t h e  second day because I had l e f t . . .  

MR. MATTHEW: T h a t ' s  r i g h t .  You t e s t i f i e d  on t h e  20th.  I t a l k e d  
t o  you on t h e  2 1 s t ,  and i t  w a s  e i t h e r  t h e  2 1 s t  o r  22nd w e  had t h i s  
d i s c u s s i o n  and when I had it, I s a i d  "we c a n ' t  be  i n  h e r e  cross examin- 
i ng  and a t  t h e  same t i m e  t a l k i n g  abou t  s e t t l e m e n t . "  

r4R. COX: I ' l l  t e l l  you e x a c t l y  my f e e l i n g  about  r e c e s s i n g .  T h a t ' s  
t h e  o l d e s t t r i c k  i n  t h e  b u s i n e s s ,  t o  recess t h e  h e a r i n g ,  o r  recess 
t h e  c o u r t . . .  

MR. MATTHEWS: I a s s u r e  you, it w a s n ' t  a t r i c k  on my p a r t .  

MR. COX: ... because you might go  set t le  t h e  c a s e  wh i l e  t h e  j u ry  
i s  i n  t h e  ju ry  room, b u t  n o t  wh i l e  t h e  t r i a i  i s  going on. 

XR. BERG: M r .  Cox, can I a s k  some q u e s t i o n s  t o  c l a r i f y  something 
t h a t  we ' re  d i s c u s s i n g  h e r e .  34.9$ you sugges t ed  as a temporary rate.  

MR. COX: Y e s ,  sir.  

MR. BERG: For  some extended pe r iod  of t ime? 

!4R. COX: U n t i l  such t i m e  t h a t  t h e  Commission sets a  f i n a l  f i r m  rate. . .  

MR. BERG: I thought  I heard  you s a y  maybe one y e a r  o r  two y e a r s ,  
b u t  it wasn ' t  a  m a t t e r  of  months, it was more a  m a t t e r  of y e a r s .  Am 
I wrong t h e r e ?  

MR. COX: The r a t e s ?  

MR. BERG: The temporary r a t e s .  

XR. COX: - The temporary r a t e s  w i l l  be 3 4 . 9 C  u n t i l  such t i m e  as t h e  
Commission s e t s  a  f i n a l  f i r m  rate.  

MR. BERG: I t  could be a  long p e r i o d  of t ime? 
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MR. COX: Yes, sir. It could be. But I don't think they would be 
too long in doing it. 

MR. BERG: Like one year? 

MR. COX: Oh, no. I don't think so. Mr. Matthews has said he's 
going to put on a rebuttal case. 

MR. BERG: So, there will be an escalation above that 34.90. 
Is that what you're implying? Or would it be below it? 

MR. COX: It would be what the Commission set. It would not be 
above, it would be below. We have agreed to refund if the rate is 
lower, we have agreed to refund. 

MR. BERG: Okay, that's the point I was getting at. The 34.90 
say, as a cieling until a rate hearing. The Commission may come 
down with a lower rate or may they say -- say 34.90 is it? 
MR. COX: They can say that. 

MR. BERG: Is that right. That is substantially different, I think, 
than some of us understood here. 

MR. COX: The Commission could also set a rate above 34.96. 

DR. ROBERT WEST: Is it realistic to think you can live with 34.90 
very long? I think you are giving the wrong impression to the group 
here that some reduction from 34.90 will come later on, whereas 
personally,in my own judgment, with the price of gas goinq up in the 
70-786 range now which you mentioned, it doesn't seem realistic that 
the 34.90 would prevail very long. 

MR. COX: If I gave you that impression, I didn't intend to. 

DR. WEST : I think you are giving that impression. 

MR. COX: 34.9C is what we've asked for and is a temporary rate to 
be set by the Commission. 

MR. BERG: But, you say you can live with it, you will accept it 
as a continuing rate and that if the Railroad Commission says that 
that's the rate you've got to have, you would be satisfied with it. 
That's the impression I got. Is this correct? 

MR. COX: We would use the 34.96 rate until the Commission set the 
f i m i r m  rate. After the complete rate hearing was concluded, which 
would also encompass what evidence Mr. Matthews put under his rebuttal. 

MR. BERG: Would you be satisfied with the 34.90 if the Commission 
says so? 

MR. COX: That's correct. Until such time, just as Doctor West 
says, gas prices go up it wouldn't effect the rate, because we flow 
that through, but increase in the cost of pipes; if we borrow money, 
you might pay 9% for it... 

MR. BERG : There would have to be an escalation somewhere... 

MR. COX: That would bave to be somewhere reflected in the change 
in rate since its due to allow you to finance and borrow money. 

MAYOR BECKER: You were talking about the winter. Isn't that correct? 
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r4R. COX: That's correct. 

MAYOR BECKER: The s ~ o t  sales for gas for this coming winter to take 
care of the coming cold months. 

MR. COX: That's right. 

MR. BERG: Would be at 34.94 

MAYOR RECKER: That's right. 

MR. BERG : Mr. Cox, does this include the transportation costs also? 

MR. COX: That's the whole rate. 

MR. MATTHEWS: Let me see if I can't clarify something, Mr. Cox, 
which, of courqe, is a comoonent part of the proposed rates, and that 
is that it does have escalation in it for increased cost of qas on 
a monthly basis for additional cost for gas in the field. 

MR. COX: That's correct. 

MR. MATTHEWS: So that this would be escalated really on a monthly 
basis as you bought higher ... 
MR. COX: I'm glad, Mr. Matthews, that you brought that out because 
I was negligent in not pointing out that we have asked for... 

MR. MATTHEWS: Of course, that's necessary, I'm not saying it's 
wrong, I'm just calling attention to the fact that the idea that this 
is 34.90 that's just where you start, and then from then on it's 
always up. 

MR. COX: That would be the only change there would be. The change 
in the cost of gas and nothing else. 

MR. MATTHEWS: Now, let's say, for instance, I mean I just jotted 
down fiqures that I made over at Austin during your testimony and the 
other testimony on this rate. You take, for instance, the permanent 
rate, just to give a comparison, which was the one mostly testified 
about, as you remember. Of course, it was based on a 22.750 cost of 
gas which was an estimated cost of a year aqo or more. I mean it 
was just an arbitrary estimated cost andwas formerly said that the 
37.850 per MCF rate would be escalated by the increased cost of gas 
on a monthly basis above 22.750 

MR. COX: Yes, sir. 

MR.MATTHEWS: Okay. Now, in the testimony, it showed that in the 
meantime, qas, the average cost in June 1973, that's two months ago 
or whatever it is, was 24.6~~ so on that formula, that 37.85C price 
is really 41 and 51104 per PILP price. Just on account of the increase 
above 22.5C that would automaticly be applied, you see, in the formula 
that...this is all in the formula in the evidence. 

MR. COX: That's the rate formula in the evidence. Yes. 

MR. MATTHEWS: And, of course, that involves a 15.14 per MCF 
transportation charge, becluse 22.759, the 15.10 remains static. 

MR. COX: Correct. 

MR. MATTHEWS: And the 22.75 is estimated because, you see, the cost 
of gas, field cost of gas on a monthly basis. So, actually, what the 
evidence over there is that they want 15.14 per MCF for delivery to 
all customers irrespective of their take, irrespective of their location. 
Is that right? 
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MR. COX: That's correct. 

MR. MATTHEWS: Now, then,that doesn't give the larger customer any 
break over the smallest, does it? 

MR. COX: Does he deserve a break? 

MR. MATTHEW: Well, I think that the rate that they have testified 
to is this, and you can correct me if I'm wrong, that they couldn't 
put in an ordinary two-part rate that would give credit for the big 
taker and havinq a large load factor and, therefore, not monopolizing 
much more pipe than he actually used instead of a fluctuating demand 
where he had it sitting there and was taking a few per cent of its 
carrying capacity which a two part rate compensates for, of-course, 
you know these rates are a little complicated to discuss in a public 
meeting. Anyway, we can't have a normal rate under these conditions. 
because you've got about a 40% on the average deficiency in the ability 
of the pipeline companies to supply the requirement to the customer. 
So, he doesn't have the option of taking his total requirements. So, 
a flat rate that they said was about the only thing you could do here 
until the situation developed where you were more nearlv supplying the 
full amount. fsn't that a fair statement of the testimony in the 
case by the experts? 

MR. COX: I couldn't say for certain, because I couldn't hear all 
the testimony ... 
MR. MATTHEWS : That's right,you weren't there when the expert... 

MR. COX: I didn't hear all the cross examination...and there is 
no doubt about it. 

MR. MATTHEWS : But, I'll assure that's in the record, and there 
Ts no doubt about it. 

MR. COX: You tell me that, and I'll take your word for it. 

MR. MATTHEWS: Now then, any rate, flat rate, put in would not be 
a fair rate if and when substantial full deliverance was made, at 
least that's what their experts... 

MR. COX: I am looking at it this way. Whatever gas the City of San 
Antonio took, would take it's part of the pipeline capacity whether 
it was 100% of the load factor or 50% load factor. So, I see no 
difference between a small buyer and a large buyer. They're both using 
their proportianate part of the pipeline. 

MR. MATTHEW: Iiell, not quite. That isn't the theory of rate 
making, certainly, because our load factor is much hiqher than many 
industrial... 

MR. COX: It may not be your concept of rate making, but... 

MR. MATTHEWS: I mean with standard kind concept... 

MR. COX: I can fix -- I can taylor a rate for this pipeline nobody 
would like it. 

MR. MATTHEWS : That's right. 

MR. COX: And, it would be the fairest rate that could be made. 

MR. .?TATTHEWS : That's right, and it would be on a load factor. 
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MR. COX: I t  would be  on t h e  demand and commodity r a t e  w i th  a  f i x e d  
'load f a c t o r  and t a k e  and pay f o r  minimum whether you took a  f o o t  of 
gas  o r  no t .  

MR. MXTTHEWS : I t  won' t  work u n l e s s  you can meet t h e  f u l l  demand. 
I t  worksif  i t  w a s  t a i l o r e d  on 75% load f a c t o r .  The rate would be  
r e l a t e d  t o  t h a t ,  t hen  any g a s  you took ,  you pay on ly  t h e  commodity and 
none of t h e  demand. 

4 BERG: I ' m  t r y i n g  t o  r e s o l v e  t h i s  down t o  manageable terms. I t  
seems l i k e  we've q o t  t w o  p a s s e s  h e r e  t o  r e s o l v e ,  l e g a l l y  and non- 
l e g a l l y .  One is: we've g o t  a  c o n t r a c t  t h a t  says  s o  much money, 
you Day it. You're sayfnq w e  c a n ' t  pay it, w e ' l l  l oose  our  s h i r t ,  
impossible f o r  u s  t o  do it. On t h e  o t h e r  hand, w e  want g a s ,  and we 
need gas  f o r  t h e  C i t y  f o r  a l l  purposes ,  e t c .  Gas f o r  t h o s e  purposes  
c o s t  more money,as much a s  70,  80,  o r  85C. Okay, somewhere i n  
between t h e r e  l l e s  a  f i e l d  t h a t  we've q o t  t o  d i g .  Now, i s  t h i s  a  l e g a l  
problem? W e  can keep going on and on -- on t h i s  t h i n g  and I ' m  t r y i n g  
t o  see i f  w e  c a n ' t  f i n d  a  way t o  s a y ,  w e l l ,  i f  we d o n ' t  f o r g o  o u r  
l e g a l  p o s i t l o n  by ag ree ing  t h a t  some k ind  of a r a t e ,  and I ' m  n o t  s ay ing  
34.9C o r  any o t h e r  r a t e ,  h u t  a t  some k ind  of ra te  t o  g e t  on w i t h  t h i s  
yea r  and then  no t  a b d i c a t e  l e g a l  p o s i t i o n  and t h e n  r e s o l v e  i n  t h e  
f u t u r e  a f t e r  t h e  Rai l road  Commission and w e  and you and a l l  of u s  t h a t  
have l i v e d  w i t h  t h i s  t h i n g ,  l e t ' s  say  t h e  Arabs and who e v e r  else i s  
caus ing  t h e  un and down i n  t h i s  t h i n g  t o  determine what it should  be  
r a t h e r  t h a n  t o  cast it i n  c o n c r e t e  a t  t h i s  t i m e .  

MAYOR BECKER: I s n ' t  t h e  f i r s t  r e q u i s i t e  of t h i s  whole s i t u a t i o n  
a  r e c o g n i t i o n  t h a t  w e ' r e  r e a l l y  n o t  d e a l i n g  j u s t  f o r  o u r s e l v e s ,  b u t  t h a t  
i n  t h e  r o l e  of t h e  C i t y  Counci l ,  we're r e p r e s e n t i n g  a c i t y  of 900,000 
peonle .  We're t h e  e l e c t e d  o f f i c i a l s  of t h e  c i t y  of 900,000 people .  A s  
t h e  appointed t r u s t e e s  of t h e  C i t y  P u b l i c  S e r v i c e  Board, you a r e  
r e p r e s e n t a t i v e  of how e v e r  many people  t h a t  are looking j u s t  as 
they  a r e  t o  u s ,  t hey  a r e  looking  t o  you f o r  gas  f o r  t h i s  w i n t e r .  I n  
your r o l e  of s t epp inq  i n  and be ing  p l aced  i n  t h e  p o s i t i o n  t h a t  you 
a r e  i n  Lo-Vaca, you have a m u l t i n l i e d  number of neople  t h a t  are depen- 
d e n t  upon you t o  b r i n q  some semblance of o r d e r  o u t  of what h a s  been 
described a s  chaos.  Now,  I t h i n k  t h a t  somewhere a long  t h e  l i n e ,  
w e ' r e  a l l  going t o  have t o  hanq our  h a t s  on t h e  hook and s a y  we're 
goxnq t o  s i t  down h e r e  and work t h e s e  t h f n q s  o u t .  Now, I want t o  g e t  
back t o  t h e s e  remarks h e r e  f o r  a  moment t h a t  M r .  B u t l e r  made i n  A u s t i n ,  
t h e  C i t y  At torney.  I ' l l  sav  t h a t  w i thou t  equ ivoca t ion  t h a t  t h o s e  
remarks a r e  u n c a l l ~ d  f o r .  And he i s  e i t h e r  one of t w o  t h i n g s ;  h e ' s  
e i t h e r  thoroughlv uninformed o r  wholly and complete ly  an unmi t iga ted  
l iar .  Now, one of tyro. 

MR. MATTHET*7S : M r .  Mayor, l e t ' s  see i f  w e  c a n ' t .  .. 
MAYOR BECKER: Excuse m e  j u s t  a  second p l e a s e ,  Wilbur. On t h e  
nex t  hand, about  t h r e e  months aqo i n  t h e  C i t y  of Aus t in  a t  t h e  i n -  
v i t a t i o n  of t h e  S e c r e t a r y  of A g r i c u l t u r e ,  John White, I a t t ended  a  
p a r t y  t h e r e  f o r  Sena tor  nlonr7all who came down from Yinnesota ,  and 
a t  t h a t  o a r t y ,  I was s t a n d i n g  wi th  At torney  General  John H i l l ,  and 
Ex-Senator Cha r l e s  Her r inq ,  who i s  t h e  Chairman of t h e  L.C.R.A., 
came up and accused m e  of t a k i n g  money from Oscar Nya t t ,  C o a s t a l  S t a t e ,  
and v a r i o u s  t h i n g s  f o r  c a m ~ a i q n  funds .  Another t o t a l l y  i r r e s n o n s i b l e  
and u n c a l l e d  f o r  remark, and when I q o t  back I woke un my a t t o r n e y  and 
asked him how I could  nroccec-l t o  sue  t h e  jeans  o f f  of  t h i s  man. And 
I ' l l  be ve ry  hones t  abou.  i t ,  t h e  o n l y  r ea son  I d i d n ' t  whip him r i g h t  
t h e n  and t h e r e  i s  because I d i d n ' t  t h i n k  it was proper  f o r  t h e  Mayor 
of t h e  C i t y  of San Antonio t o  be  i n  ano the r  c i t y  and g e t  i n t o  a  knock 
down drag  o u t  brawl a t  a  f u n c t i o n  where such d i g n i t a r i e s  were p r e s e n t .  
Now, I ' m  going t o  e s t a b l i s h  once and f o r  a l l ,  and I hope make i t  
p e r f e c t l y  c l e a r , t h a t  I d o n ' t  a p o r e c i a t e  t h a t  k ind  o f . + a l k .  I c o n s i d e r  
i t  wholly i n f l ama to ry ,  wholly accusa to ry  and t o t a l l y  and thoroughly  
i r r e s o o n s i b l e  and c h i l d - l i k e .  I d o n ' t  c a r e  whether word g e t s  back t o  
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Nr. B u t l e r  o r  no t .  I t  makes no d i f f e r e n c e  t o  me  o r  t o  M r .  Herr ing f o r  
t h a t  m a t t e r .  They know e i t h e r  where t h e y  can f i n d  m e  o r  T ' 1 1  a c c e n t  
an invitation by them t o  appear  any o l a c e  t h e y ' d  l i k e  t c  a d j u d i c a t e  t h i s  
m a t t e r  i n  any manner t h e y  s o  seem t o  d e s i r e .  

MR. BERG: C h a r l i e ,  w e  a l l  ag ree  w i t h  you,  b u t  w e  t h i n k  t h a t  t h e r e ' s  
two s e p e r a t e  f a c e t s ,  n o t  t o  i n t e r r u p t  you, b u t  w e  f e e l  t h a t  t h e r e ' s  
a whol ly ,  a problem invo lv ing  people  t h a t  want t o  t a l k  w i t h  o r  about  
you,  b u t  what w e  need t o  se t t le  h e r e ,  and I d o n ' t  t h i n k  w e  want t o  
screw it un we. . .  

MAYOR BECKER: We're no t  going t o  screw it up,  Tom, b u t ,  see, I 
cannot  l e t  t h i s  remark qo unanswered and unchal lenqed because of one 
f a c t .  The l a s t  meetinq I had a t  t h e  C i t y  P u b l i c  S e r v i c e  Board, I 
came o u t  of t h a t  meeting and gave some very  c o n c i l l i a t o r y  glowing 
remarks about  t h e  meet ing and my exqe r i ences  i n  t h a t  meetinq t o  
c e r t a i n  newspaper r e p o r t e r s .  Much was made of t h a t  meet ing,  and my re- 
marks and one a r t i c l e  i n  p a r t i c u l a r  t h a t  appeared i n  t h e  paper  l a s t  
Sunday went on t o  say  t h a t  a p p a r e n t l y  I was made an o f f e r  t h a t  I 
c o u l d n ' t  resist o r  c o u l d n ' t  t u r n  down o r  some o t h e r  e q u a l l y  cunning,  
r i d i c u l o u s ,  s t uwid ,  s t a t e m e n t  which i s  a lmost  horclered on l i a b l e .  
I ' m  t i r e d  o f  b e i n g  placed i n  t h e  middle  o f  t h i s  t h i n g .  I ' m  j u s t  
makinq it known now t h a t  i f  anybody else has  anyth ing  t o  say  about  
what my involvement i s ,  how I won t h e  e l e c t i o n ,  who p a i d  f o r  my 
camwaign funds  and a l l  t h a t  s o r t  of t h i n g ,  a l l  t h e y ' v e  q o t  t o  do is t a k e  
m e  i n t o  c o u r t  i f  t h a t ' s  where they want t o  do  i t ,  a u t  m e  on a w i t n e s s  
s t a n d  and n u t  m e  under oa th .  

MR. NEWMAN: We, t o o ,  enjoyed t h a t  mee t ing ,  C h a r l i e ,  b u t  t h e  
remarks which you have r e f e r e n c e  t o ,  i n  t h e  f i r s t  p l a c e ,  I d i d n ' t  
see i t  i n  t h e  paper  a t  a l l ,  b u t  from what you had to  s a y ,  I wish t o  
a s s u r e  you t h a t  t h o s e  remarks d i d n ' t  come from anybody ... 
MAYOR BECKER: I know they  d i d n ' t ,  John,  I know they  d i d n ' t .  But ,  
it seems l i k e  someone's always t r y i n g  t o  r ead  somethinq i n t o  any t y p e  
of a s i t u a t i o n  where any of u s  q e t  t o g e t h e r  and meet f o r  t h e  purpose 
of s a t i s f y i n g  t h e  needs of t h e  c i t i z e n s  of San Antonio. Now, l e t ' s  
assume I w a s  more c o n c i l l i a t o r y ,  t a c t ,  maybe I was doing it f o r  a r ea son .  
Maybe I was a l s o  doing it because I want t o .  

But i n  e i t h e r  c a s e ,  I was hope fu l  it would produce some 
type  of a s o l u t i o n  t o  t h e  s i t u a t i o n  t h a t  t h i s  town, i s  f aced  wi th .  
And t h a t  i s  a cominq w i n t e r  where we a r e  a l r e a d y  o u t  of s u f f i c i e n t  power 
t o  burn t h e  street l i g h t s  a t  n i g h t ,  and o t h e r  a c t i v i t i e s  have been 
c lo sed  down such a s  n i g h t  b a s e b a l l  and a l l  o t h e r  k ind  of t h i n g s .  And, 
w i n t e r  i s  going t o  be even worse from what I ' m  t o l d .  Now,  i t ' s  t i m e  
t h a t  w e  a l l  q e t  our  heads t o g e t h e r  and s t o p  t h i s  r i n g  around t h e  ro sey .  
Anything less t h a n  a s a t i s f a c t o r y  s e t t l e m e n t  t h a t ' s  i n  t h e  b e s t  i n t e r e s t ,  
and I b e l l e v e  i t ' s  i n  t h e  b e s t  i n t e r e s t  of t h e  peowle, i s  them having 
t h e  a b i l i t y  t o  go and t u r n  on a h e a t e r  o r  a g a s  s t o v e  o r  whatever means 
you have of t h e  usaqe of tile produc t  and t h e y  have a r i q h t  t o  c r i t i c i z e  
and condemn everyone of u s .  And shou ld ,  because we've had how many 
months t o  work o u t  a s o l u t i o n  t o  t h i s  s i t u a t i o n .  How many months 
have w e  been engaginq i n  t h l s  r i n g  around t h e  mr lbe r ry  bush? You 
c a l l e d  m e  "nanny" and I c a l l e d  you "johnny" and "my dad can whip 
your  dad" and a l l  t h a t  k ind  of s t u f f .  I t ' s  t i m e  f o r  people  t o  sit  down 
and s t a r t  a c t i n g  i n  a r e s p o n s i b l e ,  i n t e l l i g e n t  a d u l t  f a s h i o n .  And, I 
t h i n k  t h a t ' s  what M r .  Cox i s  t r y i n g  t o  do and I commend him *or it. 
I a l s o  say  a t  t h e  same t ime I t h i n k  t h a t ' s  perhaps  what t h e  C i t y  
C o u n c i l ' s  t r y i n g  t o  do h e r e  today.  A t  l e a s t ,  I know t h a t  was why I 
asked M r .  Cox t o  be h e r e .  I would l i k e  t o  a l s o  s a y  t h a t  I t h i n k  t h a t  
t h a t ' s  what t h e  C i t y  P u b l i c  S e r v i c e  Board 's  t r y i n g  t o  do and t h e  General  
Counsel and a l l  t h e  peowle t h a t  a r e  r e p r e s e n t i v e s  of t h e  C i t y  P u b l i c  Ser- 
v i c e  Board. But ,  somewhere w e  a r e  going t o  have t o  s t o p  t h i s  b u s i n e s s  
of p i ck ing  around and p u l l i n g  on t h i s  s t r i n g  and s e e i n g  what i t  w i l l  
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do  t o  t h a t  h a l l  of  twine way ove r  o n  t h e  o t h e r  s i d e  of t h e  ho r i zon  
somewhere. Vle're going t o  have t o  come t o  g r i p s  w i t h  t h e  problem 
and r ecoqn ize  it f o r  y.~hat it is .  

MR. BERG: T h a t ' s  why I s a y ,  w e  g o t  on one s i d e  we've g o t  a c o n t r a c t ,  
whether w e  a b d i c a t e  l e g a l  r i g h t s  o r  n o t ,  ought t o  b e  a lawyels' argument 
o u t s i d e  of t h i s  room. On t h e  o t h e r  s i d e ,  w e  need t h e  gas .  T h e r e ' s  
a l l  s o r t s  of p r i c e s .  Everybody i s  quot ing .  Everybody knowledgeable 
i n  t h e  b u s i n e s s  knows what p r i c e s  t h e  g a s e s  a r e  i n  t o d a y ' s  market .  
Can w e  n o t  g e t  on w i t h  t h e  b u s i n e s s  of f i n d i n g  a way of q e t t i n g  a 
temporary s i t u a t i o n  t h a t  w i l l  pe rmi t  us  t o  g e t  on w i t h  t h i s ?  

MR. COX: L e t  m e  r e s t a t e  t h i s  s i t u a t i o n . . .  

MR. BERG: Without a b d i c a t i n g  l e g a l  j u r i s d i c t i o n ?  

MR. COX: I know t h a t  a g r e a t  d e a l  of  t h e  concern t h a t  t h e  people  
have had has  been t h e  ab roga t ion  o r  d e s t r o y i n g  of a c o n t r a c t  made i n  
good f a i t h  between two p a r t i e s  which t h e r e  i s  no q u e s t i o n .  There has  
been some c o n t r a c t u a l  r i g h t s  v i o l a t e d .  Now, t h e  r e l i e f  f o r  t h a t  i s  i n  
t h e  Courthouse and I ' m  n o t  t h e  one t o  c u r e  t h a t  problem. 

NR. BERG: T h a t ' s  why I s a y ,  can w e  s e p a r a t e  t h e s e  two? 

"IR. COX: My answer t o  t h a t  i s ,  t o  g i v e  me, a s  I s a y ,  t h e  t o o l s  t o  
t r y  t o  s o l v e  t h i s  problem, and I w i l l  s t a n d  on t h i s .  I t h i n k  t h a t  Lo-Vaca 
has  p re sen ted  a good r a t e  c a s e  t o  t h e  Commission. T h a t ' s  where it 
should be  p re sen ted  and t h a t ' s  where t h e  d e c i s i o n  should  come from. 
Obviously,  t h e  Commission would l i k e  t o  have a s e t t l e m e n t  made t h a t  
everybody would a g r e e  t o ,  h u t  I t h i n k  t h a t  w e  cou ld  spend a n o t h e r  
s i x  months t r y i n q  t o  reach  a s e t t l e m e n t .  Where a s  i f ,  my p o s i t i o n  i s ,  
w e  made a good r a t e  c a s e .  W e  have s t i p u l a t e d  t h a t  t h i s  r a t e ,  i f  t h e  
Commission sets a d i f f e r e n t  r a t e  from t h e  34.9C p l u s  t h e  purchase  g a s  
ad jus tment  and i t ' s  lower t h a n  t h a t  w e  w i l l  r e fund  every  n i c k e l  t h a t  
we have c o l l e c t e d  under t h i s  i n t e r i m  r a t e ,  when t h e  permanent rate i s  
set.  That  won ' t  be  i n  ca sh ,  because a s  you a l r e a d y  s e e ,  w e  a r e  o u t  
of  cash.  But ,  we would re fund  t h a t  by ad jus tment  i n  t h e  b i l l  u n t i l  
everybody was even. When t h e  Commission s e t s  t h e  permanent r a t e .  Now, 
I t h i n k  t h a t  i n  t h e  long r u n ,  i f  t h e  body t h a t  has  j u r i s d i c t i o n  over  
t h i s  m a t t e r  should se t t le  it and t h a t ' s  t h e  Texas Ra i l road  Commission. 
And t h a t ' s  why I ' m  w i l l i n g  t o  s t a n d  where w e  a r e  now on t h e  r a t e  and 
our  s t a t emen t  t h a t  we w i l l  r e fund  i f  t h e  r a t e  i s  lower ,  I mean h i g h e r  
t h a n  t h e  i n t e r i m  r a t e .  I f  t h a t  could be  adopted ,  t h e  Commission could  
i s s u e  t h a t  o r d e r .  I c o u l d n ' t  gua ran tee  it,  b u t  I t h i n k  we can come 
p r e t t y  c l o s e  t o  g e t t i n g  your street  l i g h t s  t o  burning t h i s  w i n t e r  w i t h  
what w e  have done and wi th  what w e  p l a n  t o  do. 

DR. WEST: C h a r l e s ,  may I j u s t  make a p a r t i a l  comment on Tom's 
s ta tement?  I t  seems t o  be  p e r f e c t l y  c l e a r  t h a t  a  t r u e  o r d e r  of  
p r i o r i t i e s  has  n o t  been e s t a b l i s h e d  on t h e  p a r t  of anybody, and i n  t h a t  
group,  I w i l l  i n c l u d e  t h e  C i t y  Counci l ,  t h e  C i t y  P u b l i c  S e r v i c e  Board, 
C i t y  of Aus t in ,  L.C.R.A.,  aiid whoever else i s  in . . .  

MAYOR BECKER: You a r e  r i q h t .  

DR. !'TEST : A s  I see it, t h e  t o p  o r d e r  of p r i o r i t y  i s  t o  q e t  t h e  g a s .  

MAYOR BECKER: Right .  

DR. WEST : A t  whatever p r i c e ,  and I r e p e a t  whatever p r i c e ,  whether 
i t ' s 3 4 . 9 C  o r  whether i t ' s  75.9C. I t h i n k  t h a t  i s  t h e  impor tan t  t h i n g .  
I t h i n k  ano the r  o r d e r  of p r i o r i t y ,  b u t  s i g n i f i c a n t l y  down t h e  l adde r  
from t h a t  f i r s t  o r d e r  of  p r i o r i t y  a r e  t h e  c o n t r a c t u a l  r i g h t s  of  t h e  
v a r i o u s  consuming e n t i t i e s  a g a i n s t  Lo-Vaca o r  C o a s t a l  S t a t e s .  I t ' s  
almost  d i f f i c u l t  t o  mention t h e  f i r s t  o r d e r  of  p r i o r i t y  a s  you have 
done on numerous occas ions  w i thou t  be ing  accused of c a r r y i n g  f a v o r  
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w i t h  Oscar I!yatt o r  y o u ' r e  p r o t e c t i n g  C o a s t a l  o r  whatever.  I d o n ' t  
t h i n k  t h e r e  is anvbody i n  t h e  C i t y  of San Antonio t h a t  I know o f . . .  

A t  t h l s  n o l n t  t h e r e  was a nower f a i l u r e  f o r  a counle  of 
minutes .  

MR. COX: W e ' l l  t e l l  yqu,  and w e ' l l  buy it, w e ' l l  t a k e  it. Now 
you t e l l  m e  how y o u ' r e  gofng t o  q e t  more d i r e c t  than  t h a t .  

DR. WEST: !Je l l ,  John t h o s e  s n e c i f i c  examples which a r e  c e r t a i n l y  
cons t ruc txve ,  b u t  a s i d e  from t h a t ,  I t h i n k  t h e r e ' s  a g e n e r a l  back- 
ground of an a t t i t u d e  of an imos i ty  t h a t  perhaps  i t ' s  q o t  r ea son  f o r ,  
I r e a l l y  d o n ' t  r e a l l y  have a l l  t h e  f e e l  of t h e  background and wou ldn ' t  
a t t empt  t o  he  a judge of it ,  h u t  whatever t h e  p e r s o n a l  h o s t i l i t i e s  and 
a n i m o s i t i e s  a r e ,  you know they  ought t o  be p u t  a s i d e .  T h i s  i s  n o t  
impor tan t  t o  Juan Rodriguez who l i v e s  on t h e  w e s t  s i d e  who wants t o  
be  warm t h l s  a l n t e r .  

"IR. COX: I c o u l d n ' t  a g r e e  w i t h  you more, Bob, b u t  t h e  p o i n t  I ' m  
making i s ,  and I am j u s t  goinq t o  ask  you t o  n l e a s e  c o n s i d e r  o u r  
p o s i t i o n  i n  t h l s  r ega rd  f a i r l y .  F7e1ve t r i e d ,  God knows we've t r i e d ,  
b u t  i f  somethinq comes a long  and C o a s t a l  d o e s n ' t  ag ree  t o  t h i s ,  w e  
a r e  t h e  obstructionists. W e  are t h e  people  t h a t  have t h e  wrong a t t i t u d e .  
I d o n ' t  c a r e  what it amounts t o  any th ing  t h a t  s t o p s  anyth ing ,  we ' r e  
t h e  people .  My God, t h e r e  i s n ' t  anybody t h a t  worked h a r d e r  on t h i s  
t han  w e  worked w l t h  C o a s t a l  and worked a lone .  

DR. WEST : Iihat I ' m  s a y i n g ,  John i s  a l l  t h a t ' s  behind now, I t h i n k  
a l l  t h a t  ought t o  be  f o r g o t t e n  whatever t h a t  was. I d o n ' t  know what 
it w a s .  I t h i n k  t h a t  ought t o  b e  f o r g o t t e n ,  and t h e  o r d e r  of p r i o r i t y  
now ought t o  be  f o r  people  t o  coope ra t e  and look ahead and n o t  behind.  
I t h i n k  +he C i t y  P u b l i c  S e r v i c e  Board of San Antonio has  jo ined  t o o  
much w i t h  t h e  C i t y  of Aus t in  i n  cheap a t t a c k s ,  and I c a l l  it a cheap 
a t t a c k  on C h a r l i e  Becker,  i f  t h o s e  s t a t e m e n t s ,  you know... 

MR. MATTHEWS: No one i n  San An ton io . . . i s  un t rue .  I d o n ' t  t h i n k . . .  

DR. WEST : I d i d  n o t  say  you had been involved i n  it. 

MR. MATTHEWS: You s a i d  w e  jo ined i n  a t t a c k s  on t h e  Mayor. 

DR. WEST : I s a i d  jo ined  t h e  C i t y  of Aus t in  i n  t h e  g e n e r a l  a t t i t u d e  
towards Lo-Vaca and C o a s t a l ,  I d i d n ' t  s a y  you joined on a t t a c k s  on 
C h a r l i e  Becker because I d o n ' t  t h i n k  you have. 

1IR. MATTHEWS : ?Jha t l s  your ,-:enera1 a t t i t u d e  toward Lo-Vaca? 

DR. WEST: Towards Lo-Vaca? I t h i n k  Lo-Vaca ought t o  be looked on a s  
a p u b l i c  s e r v i c e  e n t i t y  t h a t  h o n e f u l l v  i n  snme way,and i s  qoing t o  be 
by compromise,can sunplv q a s  t o  t h e  cLstomers t h a t  a r e  now depending on 
it. I d o n ' t  have any emotional  a t+i . tnde e i t h e r  a p a i n s t  o r  f o r  Lo-Vaca. 
I t ' s  j u s t  a  nondesc r ip t  e n t i t y  which is nu re ly  a s e r v i c e  e n t i t y . .  And I 
t h i n k  it has  g o t  t o  be  pa id  enough t o  keep it i n  b u s i n e s s .  

MR. YATTHEWS : Do you t h . ~ n k  it ounht t o  he  excused of t h a t  and s o l d  o f f  
h a l f  a  t r i l l i o n  c u b i c  f e e t  of q a s  i n  1972 which i f  they  had now we 
wouldn ' t  even have t h l s  problem? 

DR. WEST : No, Wilber.  I d o n ' t  t h i n k  t h e y  ought t o  be  excused f o r  t h a t .  
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MAYOR BECKER: You could  write it i n  t h e  annals of h i s t o r y  t h a t  w i l l  
go down t i m e  immemorial, a millennium. But h e r e ' s  what Bob i s  t r y i n g  t o  
s a y ,  and I t h i n k  h e r e ' s  what M r .  Cox i s  t r y i n g  t o  s a y ,  and I t h i n k  t h i s  i s  
what t h e  Council  is t r y i n g  t o  say .  W e  t h i n k ,  t h e  Counci l ,  and i f  I ' m  n o t  
speak ing  f o r  t h e  Council  t hen  they  can speak f o r  themselves ,  t h a t  i t ' s  
h igh  t l m e  t o  g e t  on w i t h  the b u s i n e s s  a t  hand. Now, i f  t h e  C i t y  o f  Aus t in  
o r  any o t h e r  m u n i c i p a l i t y  o r  group o f  people  o r  t h e  r e p r e s e n t a t i v e s  o f  
t h o s e  group of people ,  want t o  con t inue  t o  p l ay  games, and c a l l  
names and p o i n t  t h e  f i n g e r  and a l l  t h i s  k ind  o f  s t u f f ,  l e t  them have a t  it. 
My f i r s t  and on ly  concern and r e s p o n s i b i l i t y  a s  f a r  a s  I f e e l  i s  t o  t h e  C i t y  
of San Antonio and i t s  environment.  Now I ' m  go ing  t o  go down r i g h t  now on re- 
cord  a s  s ay ing  t h a t  and I ' m  n o t  ashamed o f  it i n  t h e  l e a s t .  The people  o f  
t h l s  community a r e  t h e  ones t h a t  e l e c t e d  t h i s  C i t y  CouncTl. Nobody i n  
Aus t in ,  Texas vo ted  f o r  m e .  Ilobody i n  Corpus C h r i s t i  voted f o r  m e ,  o r  any 
p l a c e  i n  between, o r  on t h e  L.C.R.A l i n e s  o r  any th ing  e l s e  t h a t  I know o f .  
Maybe t h e y  d l d ,  I d o n ' t  know t h e  network o f  t h e  dadgum p i p e l i n e s .  But I do 
know who we ' r e  r e s p o n s i b l e  t o  and t h a t  i s  t h e  weople o f  t h e  C i t y  o f  San 
Antonio and i n  t h a t  connection I i n c l u d e  t h e  env i ronnen t s  what e v e r  t h e y  
may b e ,  Bexar County o r  what e v e r  t h e  P u b l i c  Service. extends t o .  Now, w e  
owe t h e s e  people  r e s p o n s i b i l i t y .  We've g o t  w i n t e r  app..-sching and I t h i n k  
t h a t  anybody t h a t  wants t o  ho r se  around any longe r  i s  welcome t o  it, b u t  
how a r e  w e  going t o  s o l v e  o u r  own p a r t i c u l a r  immediate problem t h a t  p e r t a i n s  
t o  us. And '?y us I ' u s e '  t h a t  word t o  be a l l  i n c l u s i v e  t o  encompass a l l  the 
people  I ' m  speaking o f ,  t h e  c i t i z e n r y  o f  t h i s  town. 

MR. NELJMAN: T h a t ' s  e x a c t l y  t h e  same t h i n g  .... 
MAYOR BECKER: That?s t h e  on ly  i n t e r e s t  I have. . . . . .and I d o n ' t  g i v e  a h o o t  
who knows it. Pardon m e  John,  I ' m  f i n i s h e d .  

MR. COX: There i s  one t h i n g  I would l i k e  t o  d i s c u s s  f i r s t .  That  i s  t h e  
apparen t  descrepancy between o u r  M r .  Greehie and t h e  P u b l i c  S e r v i c e  Board 's  
M r .  Hess. I t h i n k  they  a r e  bo th  h i g h l y  q u a l i f i e d  people  and i f  I have l a i d  
t h e  groundwork h e r e  f o r  some misunders tanding t h a t  i s n ' t  t r u e  I want t o  g e t  
it c o r r e c t e d .  I t h i n k  t h e  b e s t  t h i n g  t o  do t h e r e  i s ,  you t a l k  t o  M r .  Hess 
and l e t  m e  t a l k  t o  o u r  man because t h e y ' r e  bo th  f i n e  peop le ,  and I c e r t a i n -  
l y  wouldn ' t  want e i t h e r  one of them t o  g e t  involved i n  something t h a t  I may 
have c r e a t e d  because t h e y ' r e  bo th  n i c e  people .  

MR. -XhTTHEWS : You n e e d n ' t  worry one minute.  That  any th ing  t h a t  w e  might 
d i s a g r e e  on about  t h a t  is  going t o  have any e f f e c t  on o u r  f u t u r e  r e l a t i o n -  
s h i p s  and a t t i t u d e s .  

MR. COX: I ' m  t h i n k i n g  about  what I am t a l k i n g  about  i s  doing an i n j u s t i c e  .. 
t o  two people  who a r e  s e r i o u s l y  t r y i n g  t o  g e t  m a t t e r s c l e a r e d  up. 

MR. MATTHEWS : That w i l l  be reso lved .  I d o n ' t  s e e  how it could  be  a  
problem a t  l e a s t  one t h a t  would l a s t  more t h a n  two minutes .  

MR. COX: !day I say  some o t h e r  comments h e r e ,  t h a t  r e l a t e s  t o  t h e  atmos- 
w h a t  I r an  i n t o  h e r e  when I took t h i s  t h i n g  on J u l v  2 1 s t  which is 
less than  two months ago, and .chis i s  n o t  s e l f  s e r v i n g  d e c l a r a t i o n ,  b u t  
I ' v e  done a  l o t  of  homework. And I ' v e  burned t h e  midnight  c o a l ,  because 
I want t o  save  t h e  o i l .  I have run i n t o  many t h i n g s  t h a t  puzz l e  m e  t h a t  
s i d e  t r a c k e d  m e  from what I ' m  t o  do and t h a t ' s  t o  f i n d  gas  f o r  t h e  
coming w i n t e r .  I have a  s i t u a t i o n  i n  Aus t in .  They g o t  m e  on t h e  te lephone  
from Houston.. . . .  and a s  vou a l l  know C o a s t a l  S t a t e s  has  been suspended 
pendlng ap W r C  i n v e s t i g a t i o n .  FCC lawyers i n  Washington g o t  ho ld  o f  t h e  
C o a s t a l  lawyers i n  Houston and g o t  hold  o f  m e  t o  c o r r e c t  what they  heard .  
They s a i d  they  heard  i n  Aus t in  t h a t  I had r e f u s e d  t o  t a l k  s e t t l e m e n t  and 
t h a t  concerned t h e  FCC. I had t o  go p u t  t h a t  t o  bed because t h a t  was n o t  
t r u e .  Now, t h a t  d o e s n ' t  s o l v e  t h e  problem f o r  t h e  coming w i n t e r .  Now ano the r  
t h i n g  t h a t  M r .  Matthews i s  bo thered  about  and T've done some i n v e s t i g a t i o n  
i s  t t i s ,  t h a t  M r .  Wyatt s o l d  o f f  a  number o f  r e s e r v e s  an2 s t r i p p e d  t h e  
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company. I f l n d  from my i n v e s t i g a t i o n  one s a l e  i n  p a r t i c u l a r  t h a t  t h e  
amount of  gas  he  s o l d  from t h e  S h e l l  s o  n e g l i g i b l e  t h a t  i f  I had been 
runnlng t h e  o p e r a t i o n  I ' d  would have c u t  i t  o f f .  And i t  was a  h igh  s u l f u r  
c o n t e n t .  

MR. P1ATTHEMS: Well t h a t ' s  t h a t  very r e c e n t  s a l e  t h a t  had t h e  Fede ra l  
Power Commission. .... 
MR. COX: No, no t h i s  i s  t h e  S h e l l  Pawnee d e a l ,  one of t h e  f i v e  you a r e  
t a l k i n g  about .  

MR. MATTMEWS: - W e l l ,  t h a t ' s . . . . . .  

MR. COX: L e t  m e  make ano the r  p o i n t  h e r e .  I t h i n k  t h a t  t h e  p e o ~ l e  h e r e  
i n  t h i s  country  know and i n  t h i s  a r e a  t h e r e  has  r e a l l y  been no d iminut ion  
i n  t h e  r e s e r v e  a s  I look a t  it o f  Lo-Vaca b u t  t h e  one unponderable unmovable 
f a c t  has  come i n t o  p l ay  and t h a t  i s  d e l i v e r a b i l i t y  and M r .  Newman knows t h a t  
a s  w e l l  a s  I do. I f  you can g e t  a  f o o t  o f  gas  todav and maybe two y e a r s  from 
now you o n l y  g e t  a  h a l f  of  . foot  s o  t h e  d e l i v e r a b i l i t y  on t h e s e  r e s e r v e s  has 
dec l ined .  Now, I ' m  n o t  a  d e l i v e r a b i l i t y  e x p e r t  b u t  I know somethinq abou t  
it because two c o n s u l t a n t s  and I c o n s t r u c t e d  t h e  f i r s t  d e l i v e r a b i l i t y  s t u d y  
and e x h i b i t  e v e r  i n t roduced  t o  t h e  Fede ra l  Power Commision i n  1948. I f  
you e v e r  saw a  w i ld  c r a p  and bundle o f  pape r s  it was t h a t .  Eut it met t h e  
c o m i s s i o n ' s  t e s t .  I t  was t h e  f i r s t  one e v e r  cons t ruc t ed .  Ire took every 
gas  w e l l  connected t o  t h e  Texas E a s t e r n  System and w e  produced a  d a i l y  
c o n t r a c t  q u a n t i t y  s t a r t i n g  w i t h  t h e  bottom h o l e  p r e s s u r e  a s  r e f l e c t e d  i n  
t h e  R a i l r o a d  Comnission,in t h e  Louis iana  C ~ n s e r v a t i o n  Commissfon,records. 
And we went through t h e  g a s  and came up w i t h  a  new bottom h o l e  p r e s s u r e  till 
we g o t  some of t h o s e  w e l l s  t o  nake ,on  an open f l o a t  t e s t n a k e  100,000,000 
f e e t  a  day. We had them down t o  250,000 f e e t  a  day i n  t h e  9 t h ,  l o t h ,  and 
1 1 t h  y e a r .  ~ J O W  t h a t ' s  what happened, mnt on ly  t o  Lo-Vaca. And I t h i n k  
one of t h e  o u t s t a n d i n g  examples of t h i s  s o  c a l l e d  v i o l a t i o n  o f  c o n t r a c t  i s  
w h a t ' s  happened t o  t h e  major p i p e  l i n e  companies. Texas E a s t e r n  Transmiss icn 
Corpora t ion  is s h o r t  450,000,000 f e e t  p e r  day i n  t h e  summer t ime f o r  one of  
t h e i r  b i g g e s t  s u p p l i e r s .  Simply because t h e  gas  i s n ' t  a v a i l a b l e .  Now t h a t ' s  
what we ' re  conf ron ted  wj.+h and t h e  reason  I p re s su re  you t o  move i f  you can 
see your w a y  do it. Don't  oppose  t h e  34.9 c e n t  r a t e  b u t  l e t  t h e  Commission 
i s s n e  i t . F o r  every  day t h a t  p a s s e s  t h e r e  a r e  8 o r  10 buyers  f o r  every  f o o t  
o f  gas  t h a t ' s  a v a i l a b l e  and t h e y ' r e  o u t  t h e r e  day and n i g h t  t r y i n g  t o  buy it. 
And w e  have had an upsurge i n  d r i l l i n g  and we've had some i n c r e a s e  r e s e r v e s  
proven up i n  t h e  Delaware Bas in ,  t h e  S h e f f i e l d  Channel and of cou r se  we a r e  
r e a l l y  connected t o  it b u t  i n  t h e  Anadarcal  Basin which i s  o u r  l a s t  f r o n t i e r  
t o  f i n d  gas .  Now, g i v e  us t h e  a b i l i t y  t o  go g e t  t h a t  gas  b e f o r e  someone e l s e  
buys it. I t  is d i sappea r ing  everyday.  Another t h i n g  I t h i n k  i s  o f  i n t e r e s t .  
The Lone S t a r  Gas Company j u s t  abandoned a 30,000 f o o t  w e l l  i n  t h e  a n a d a r c a l  
Basin .  $6% m l l l i o n .  They found one g a s  sand t h a t  t hey  plugged back t o  a t  
19,000 f e e t  and w i l l  produce and w i l l  s e l l  from 200,000 f e e t  o f  gas  a day. 
Tha t  wou ldn ' t  pay f o r  t h e  b i t s  t h a t  d r i l l e d  t h e  we l l .  A s  you w e l l  know, M r .  
Newan wouldn ' t  pay f a r  t h e  rock b i t .  But t h a t ' s  what we ' r e  conf ron ted  wi th .  
The money t o  buy gas  w i t h  and t o  g e n e r a t e  t h e  money to  develop f u t u r e  g a s  
r e s e r v e s  and t h a t ' s  why I sa13  a  wh i l e  ago , I  t h i n k  t h a t  l i q u i f f e d  n a t u r a l  
gas  i s  one of t h e  most impor t an t  t h i n g s  t h a t  we a r e  involved  i n  and t h e s e  
people  came t o  s e e  m e ,  i f  w e  were i n t e r e s t e d  i n  it. I s a i d  I ' l l  t a k e  h a l f  
of  t h a t  d e a l  r i s h t  now. And it'll c o s t  t h i s  conpanv $25,000 and i f  t hey  
h a v e n ' t  g o t  it I ' l l  s t e a l  i t ,  t o  keen o u r  f o o t  i n  t h e  door ,  and t h a t ' s  
a  1 2  months p e r i o d .  To ho ld  o u r  p o s i t i o n  i n  t h a t  gas  and heavens knows we 
nay n o t  g e t  it. But I t h i n k  I ' d  be  d e r e l i c t  i f  I l e t  it s l i p  by and n o t  t a k e  
t h e  oppor tun i ty  t o  a c q u i r e  f o r  Lo-Vaca and i t s  customers .  And a g a i n  I t h i n k  
t h i s  Lo-Vaca system has  g o t  t o  become a  complete ly  i t ; t ra  s t a t e s  system r e g u l a t e d  
under t h e  Ra i l road  Commission and complete ly  under t h i s  j u r i s d i c t i o n .  

FlF.. ECRGPV.iJPJ : We've i d e n t i f i r 4  two s e p a r a t e  identities h e r e  t h a t  have t o  
be s e t t l e d  on t h e i r  own merit a e p e r a t e l y .  But where do  w e  go from he re?  . . . .two hours  l a t e r ?  
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MR. COX: May I say  one more word, and then  I ' l l  s h u t  up, because I ' v e  been 
t a l k i n g  a l l  morning? I f  any group o r  any s i n g l e  customer of Lo-Vaca can s e e  
a  way a t  l e a s t  n o t  t o  oppose t h e  Commission's a r a n t i n g  t h e  34.9 c e n t  r a t e ,  
that 's t h e  q u i c k e s t  r e l i e f  t h a t  we can g e t  I t  is i n  t h e  hands o f  t h e  
Comrn~ssior.,ihe people  i n  whose hands it shoulG be. I n  Texas, i t ' s  t h e  Ra i l road  
C o m m ~ s s i o ~ , i n  t h e  i n t e r  s t a t e  gas  b u s i n e s s  i t ' s  t h e  Fede ra l  Power Commission. 
Both have t h e  same purpose.  

MR. I1ATTHEWS : May, I ,  Morton,asked a  question7 You unders tand t h a t  one 
c e n t  even one c e n t  p e r  WCF i n  a  y e a r  of  o u r  t o t a l  reau i rements  would be 
$900,000 o r  i t ' s  r e a l l v  a  m i l l i o n  d o l l a r s  now? 

FIR. COX: Yes, sir. 

MR. MATTHEWS : So, t h a t  when it mav look l i k e  a  l i t t l e  amount b u t  t h e  r a t e  
payer  has  t o  pay it. And I mean w e ' r e  n o t  t a l k i n g  about  anyth ing  e x c e p t  
w h a t  t h e  man who uses  t h e  s e r v i c e  has  t o  pav. Both e l e c t r i c  and gas .  So, 
t h a t  a  d i f f e r e n c e  of one c e n t  is e s s e n t i a l l y  a  m i l l i o n  d o l l a r s  f o r  him t o  
pay ,  two c e n t s  i s  t w o  m i l l i o n  d o l l a r s ,  and s o  on. So i t  r e a l l y  makes, 
a l though  it. l c m k s  l i k e  a  sma l l  amnunt, i t  a c t u a l l y  i n  the aggrega t e  makes 
a  l o t  of  d i f f ~ r e n c e .  On t h i s  whole system i t ' s  .... even a t  t h e  >ow r a t e  i t ' s  
f i v e  m i l l i o n ,  f o u r  m i l l i o n  w e l l , . . . i t ' s  453 m i l l i o n  i s  t h e  e s t i m a t e d  p r e s e n t  
c a p a b i l i t y  w i t h o u t  t h e  f r u i t s  o f  t h e  e f f o r t s  t h a t  y o u ' r e  p u t t i n g  i n  t o  g e t  
more. So t h a t  y o u ' r e  t a l k i n g  about  $4,530,00(\ v e a r  d i f f e r e n c e  of one 
c e n t  i n  t h e s e  r a t e s .  So i t  cakes  q u i t e  a  d i f f e r e n c e  and o f  cou r se ,  I cou ld  
unders tand o t h e r  customers ,  114 nr anvbody e l s e ,  want ing t o  s e e  t h e  b a s i c s  on 
t h i s ,  and t a l k s  about  t h e  r a t e .  But that s h o u l d n ' t  de te rmine  us  i n  g e t t i n g  
on w i t h  t h e  show about  i t ,  and g e t t i n g  it done and a t  t h e  same t i m e  t r y i n g  
t o  a r r i v e  a t  a  c o r r e c t  r e s u l t .  

?4AYOR BECKER: Wilbur ,  what a r e  t h e  op t ions?  Burning p i n e  k n o t s ,  corncobs,  
household p o s s e s s i o n s ,  f u r n i t u r e ?  

MR. MATTHEWS: Well ,  I d o n ' t  t h i n k  it% an o p t i o n  t o  s a y  t h a t  t h i s  i s  n o t  
r i g h t .  ( I n a u d i b l e )  

MAYOR BECKER: But what a r e  t h e  o p t i o n s  a s  far  a s  h e a t i n g  a  home I ' m  
n o t  a sk ing  you t o  , But I am ..... 
MR. MATTHEWS: The o p t i o n  i n  d e c i d i n g  it wrong, your  q u e s t i o n  i m p l i e s  t h a t  
w e  have t o  acquiesce  i n  a  wrong rate. 

MAYOR BECKER: I a m  n o t  a s k i n g  you t o  acqu ie sce ,  But I am s a y i n g  what are 
t h e  o p t i o n s .  

MR. MATTNEWS: The o n l y  o p t i o n  t o  have i s  t o  b e  r i g h t  and n o t  w i t h  g r e a t  
de l ay  and n o t  w i t h  a  l o t  o f  f a n  f a r e .  

MAYOR BECKER: What's today? September t h e  7 th .  

MR. MATTHEWS: T h a t ' s  r i g h t ,  and I asked t h a t  w e  s t a r t  t h i s  two weeks ago,  
a i r e c t l y  and' I was tu rned  down on it, and I ' l l  have t o  say  f r a n k l y ,  t h a t  
I thought  we were go ing  t o  be t a l k i n g  abou t  t h i s  d u r i n g  t h i s  week. Now, I 
d o n ' t  say  you cou ld  be  making any committment, M r .  Cox, b u t  your a t t o r n e y  
i n d i c a t e d  when w e  ad journed  o v e r  t h e r e  h e ' d  be  c a l l i n g  u s  i n  a  day o r  two, 
and we'd have an i n i t i a l  meeting w i t h  t h e  group and w e  h a v e n ' t  hea rd  from him 
y e t .  

MAYOR IZECKER: Now, I d o n ' t  want t o  r a i s e  a  q u e s t i o n  abou t  t h a t  because w e  
a r e  ready t o  meet any t i m e .  We're ready t o  go forward any way we can.  But 
I ' l l  have t o  s a y  t h i s ,  t h a t  i n  t h e  i n t e r i m ,  why, w e  d i d n ' t  hea r  any th ing  
when we r e a l l y  had. .  . . . 
MR. COX: M r .  Matthew, now, you 've  g iven  t h e  a s t ronomica l  f i g u r e s  o f  
t h i s  c o s t  and t h e y  a r e  a s t ronomica l  i f  w e  embark on t h i s  l i q u i f i e d  n a t u r a l  
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gas  immrt t h a t ' s  a  d o l l a r  a thousand.  

MR. MATTHEWS : T h a t ' s  r i g h t .  But let's j u s t  throw o u r  money away when it 
7 1s necessary .  

MR. COX: 
0 

I p u t  it i n  t h e  record .  The c o u n t e r  s i d e ,  t h e  o t h e r  s i d e  o f  t h e  
c o i n  on o u r  b i g  f a v o r ,  i s  t h a t  t h e  h i g h e s t  r e s u l t  i n  t h i s  rate t h a t  we're 
a sk lng  f o r  would be  a  l i t t l e  b e t t e r  t han  twelve d o l l a r s  a y e a r  i n  Corpus 
C h r i s t i ,  about  $8 a  y e a r  i n  San Antonio,  I t h i n k  s i x  d o l l a r s  o r  something a  
y e a r  i n  Aus t in .  And t h e r e ' s  was one o t h e r  c i t y ,  I d o n ' t  remember t h e  F igu re .  
But Corpus C h r i s t i  w a s  t h e  h i g h e s t  f i g u r e ,  I t  i s  i n  t h e  recorrl now t h a t ' s  

. h-qr' m? +'?i= r a t e  and what t h e  Ra i l road  Commission shows as t h e  average  dom- 
e s t i c  consumption p e r  households  i n  t h e s e  c i t i e s .  

MR. NEWMNJ: Mr Cox, you know, I c a n ' t  h e l p  b u t  have t h e  f e e l i n g  t h a t ' s  
been c r e a t e d  h e r e  unmistakeably t h a t  t h e  whole answer t h a t  a l l  t h e  money should  
n e c e s s a r i l y  come from t h e  rate payer .  Now,  i s  it n o t  t r u e ,  s i r ,  t h a t  i n  
t h e  f i r s t  s i x  months o f  t h i s  y e a r  t h i s  whol ly  owned s u b s i d i a r y  o f  C o a s t a l  
S t a t e s  d i d ,  i n  f a c t  even though it s u s t a i n e d  a  l o s s  on t h i s  p a r t i c u l a r  
s u b s i d i a r y  make a  n e t  p r o f i t  of  something t o  t h e  v i c i n i t y  o f  $20 mi l l i on?  

MR. COX: No s i r .  

MR. NEWMAN: I t  d i d  r,ot? W e l l ,  what d i d  it make? 

MR. COX: I ' v e  g iven  you t h e  f i g u r e s .  

MR. NEWWN: W e l l ,  I ' m  t a l k i n g  abou t  C o a s t a l  S t a t e s .  

MR. COX: C o a s t a l  States? 

! IR .  COX: Yes. 

MR. IJEWl4XJ : Not Lo-Vaca, b u t  C o a s t a l  S t a t e s .  

MR. COX: i,n-Tlaca announced a  s i x  months e a r n i n g  o f  $22 m i l l i o n  e a r n i n g s .  

MR. NEhNAN: T h a t ' s  what I ' m  t a l k i n g  about .  

E4R. CE RGFIAN : Now, i f  y o u ' r e  going t o  r i d e  t h a t  horse . . . .  

' 7 .  ;JEi24Ai?: I ' n  n o t  r i d i n g  any h o r s e ,  :lr. Cos, if v o u ' l l  l e t  me f i n i s h . .  .. 
ME. COX: well, you won ' t  have t o  f i n i s h  becacse  h a l f  of  t h a t  p r o f i t  o f  

b i i l i o n  came from Colorado I n t e r  S t a t e  Gas Comnany i n  Colorado. 

MR. NEWMAN: W e l l ,  j u s t  one second.  

MR. MATTHEWS : W e l l ,  t h e  pape r  s a i d  5 m i l l i o n .  

MR. NEWMAN: A r e  they  s h o r t  o f  gas  i n  Colorado I n t e r  S t a t e ,  by t h e  way? 

MR. COX: I wouldn ' t  know. 

MR. N E W :  W e l l ,  i t ' s  a s t o n i s h i n g  t h a t  you d o n ' t  know, because I do 
k n o w . 1 n  f a c t ,  t hey  had a  meet ing o u t  t h e r e  n o t  long ago Rue Thomas ap- 
peared  and t o l d  them what t h e  s i t u a t i o n  was and they  c a n c e l l e d  b u i l d i n g  per-  
m i t s .  Bu t ,  be  t h a t  as it may, a l l  t h a t  I ' m  s a y i n g  is... .I d o n ' t  want to  l e a v e  
t h i s  meet ing and have everybody h e r e  t h i n k  t h a t  t h e  o n l y  person  t h a t  h a s  
any money t o  p u t  i n t o  t h i s  i s  t h e  rate payer  i n  San Antonio and Aus t in ,  LCRA 
and P e n z o i l ,  and Lone S tar  G a s ,  you know. They ' re  n o t  t h e  o n l y  people  t h a t  
have it. Th i s ,  i n  f a c t ,  i n  t r u t h  is a  whol ly  owned s u b s i d i a r y  o f  C o a s t a l  
 state^. T s n ' t  t h a t  t r u e ?  

:IR. COX: Lo-Vaca? Yes. 
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MR. IJEI*.LAN : A l l  r i g h t .  And t h e  f a c t  s t i l l  remains accord ing  t o  
Ba r ran ' s  September t h e  3rd ,  1973 t h a t  the.? ea rned  t o  June ,  6 months $1.01 a 
s h a r e  and it comes o u t  18,676,000 s h a r e s  o f  Coas ta l .  

MR. COX: I ' l l  c u t  through a l l  t h a t  cha f f  you ' r e  t a l k i n g  a b o u t . . . . I  could 
walk up and down t h e  h a l l s  of C o a s t a l  f o r  month a f t e r  month t o  g e t  some of 
t h a t  money and I wouldn ' t  g e t  it. 

MR. NEWMAN: Why no t?  A r e  they  n o t  mindfu l  t h a t  t h e  w i n t e r  i s  coming on 
%n San Antonio? 

MR. COX: T h a t ' s  n o t  my bus ines s .  

MR. NEWMAN: Well ,  I ' l l  t e l l  you something. But s e e ,  t h e  p o i n t  I ' m  
making i s ,  and we've knnwn t h i s  q u i t e  some t i m e ,  s o  w e ' r e  n o t  j u s t  s i t t i n g  
back saying,"come on,  you do t h i s "  o r  something l i k e  t h a t ,  b u t  we a r e  mindful  
when we're t a l k i n g  about  t h e  wholly owned s u b s i d i a r y  o f  C o a s t a l ,  we t a l k  
abou t  t h e  w i n t e r  coming on, t h a t  t h e r e ' s  someone else o t h e r  than  t h e  rate 
payer  who ought  t o  be  looking  a t  t h i s  s i t u a t i o n .  

MR. COX: M r .  Newman. 

MR. NEWMAN: Y e s ,  s i r .  

MR. COX: F i r s t ,  I d o n ' t  apo log ize  a s  you s a i d  I should  have known abou t  
. ?o lo rado  I n t e r s t a t e .  I d o n ' t  apo log ize  f o r  n o t  knowing, because t h a t ' s  n o t  
my bus ines s .  

MR. NEWMAN: I unders tand ,  sir .  

MR. COX: Then, make no apo log ie s .  

MR. NEWMAN: W e l l ,  t h e r e  is no apology needed, I ' m  j u s t  s ay ing  t h a t  i n  t h e  
cou r se  o f  o u r  o p e r a t i o n s  h e r e  i t  i s  e s s e n t i a l  f o r  us. We've found ove r  a 
p e r i o d  o f  t i m e  t o  concern ourselves w i t h  eve ry th ing  t h a t  goes  on everywhere. 

MR. COX: I f  y o u ' r e  going t o  complain abou t  t h e  C o a s t a l  making $22  m i l l i o n . .  

MR. NEWMAN: I ' m  n o t  go ing  t o  complain about  it a t  a l l .  

MR. COX: W e l l ,  t hen  why t a l k  about  i t ?  

MR. NEWMAN: Because we've g o t  a w i n t e r  coming on,  M r .  Cox. And what T ' m  
s ay ing  is t h a t  t h e  whole l o n e  s u b s i d i a r y  of C o a s t a l  S t a t e s  is Lo-Vaca. 
And i f  t h e  p a r e n t  c o r p o r a t i o n  has  t h i s  company and has  t h e s e  o b l i g a t i o n s ,  
t h e r e  ought  to  be some p l a c e  i n  h e r e  where w e  can g e t  t o g e t h e r  and have a 
meet ing o f  t h e  mind, t h a t  t h e  r a t e  naver does  something and the c o r p o r a t e ,  
p a r e n t  company does something. T h a t ' s  what I ' m  say ing .  

MR. COX: W e l l ,  I ' l l  t e l l  you what. I ' l l  make a d e a l  w i th  you. J u s t  
spend your  energy doing t h a t  and l e t  me spend my energy w i t h  the t o o l s  
buying gas .  

MR. N E W N :  Well, t hen  I ' l l  t e l l  you what I ' m  t a l k i n g  about .  Money. 
Does it r e a l l y  make any d i f f e r e n c e  t o  you, i n  your . . . . . in  t h e  f u l f i l l m e n t  
o f  your o b j e c t i v e  i f  a l l  o f  it comes from a rate payer  and none of it comes 
from Coas t a l ?  

MR. COX: Well, I d o n ' t  l i k e  f o r  i t. to -we from the rate payer. 

MR. NEWMAN : Well, where do you t h i n k  Texas E a s t e r n  Transmiss ion ' s  money 
comes from? 

MR. COX: S i r ?  

MR. NEWMAN: Where do you t h i n k  Texas E a s t e r n  Transmission--Where it 
comes from is, their sale of gas .  
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MR. COX: I c o u l d n ' t  hea r  you. 

MR. NEWMAN : Where do you t h i n k  Texas E a s t e r n ' s  money comes from.. 
Tennessee Gas, P a c i f i c  L i g h t i n g ,  P a c i f i c  Gas and E l e c t r i c .  .... Where does 
t h e i r  money come from? 

MR. COX: Well, I t h i n k  it comes from t h e  people  t h a t t h e y  s e l l  t h e  gas  t o .  

MR. NEWMAh : T h a t ' s  a l l  I ' m  asking.  W e l l ,  t h e n  l e t ' s  go back, then ,  t o  
ano the r  c a s e  you w e r e n ' t  f a m i l i a r  wi th .  W e l l ,  No, No, were go ing  t o  go back 
now t o  Channel I n d u s t r i e s .  Where does  t h e r e  money come from? 

MR. COX: I d o n ' t  know. 

MR. NEWMAN: - Well, where t h e  h e l l  do you t h i n k  it came from? 

MR. COX: I don ' t know. 

MR. NEWMAN: Well, do you know where it came from? From Texas E a s t e r n  
~ r a n s m i s s i b n s ?  You knew t h e  answer t o  t h a t .  

MR. COX: -- Texas E a s t e r n  Transmiss ions?  

MR. NEWMAN : yes; Where do they  g e t  t h e r e  money? 

MR. COX: From t h e  r a t e  payer .  

MR. NEWMAN: W e l l ,  where do you t h i n k  t h a t  Channel I n d u s t r i e s  g o t  i t ?  

MAYOR BECKER: John,  w i l l  you pe rmi t  m e  t o  s a y  something? 

MR. COX: You're t a l k i n s  abou t  a  s i t u a t i o n  t h a t  I d o n ' t  know any th ing  
about .  

MAYOR EECKER: John,  I d o n ' t  t h i n k  t h a t  what y o u ' r e  t a l k i n s  about  i s  
r e a l l y  p roduc t ive ,  and I ' m  go ing  t o  t e l l  you why. There are t h r e e  en t i t i e s  
h e r e  t h a t  s h a r e  r e s p o n s i b i l i t y  f o r  t h e  a c q u i s i t i o n  o f  gas  f o r  t h e  C i t y  of  
San Antonio. 3ne of them i s  t h e  C i t y  Counci l ,  one of them i s  t h e  C i t y  
P u b l i c  S e r v i c e  F-ard, and t h e  o t h e r  i s  t h i s  gentleman who i s  heading up t h e  
Lo-Vaca Gas Gather ing  Coruora t ion .  T h a t ' s  t h e  t h r e e  e n i t i e s  t h a t  I s e e  
t h a t ' s  r e s p o n s i b l e  f o r  t h e  s o l u t i o n  o f  t h i s  problem. Now, I ' d  l i k e  t o  go 
o u t  and blame it on Russ ia ,  China,  Mao T s e  Tonq, i t  d o e s n ' t  make any d i f f e r e n c e ,  
t h e  North Vietnamese o r  anybodv else. But when you n e t  r t g h t  down t o  t h e  
f i n a l  a n a l y s i s  o f  t t ,  w e  a r e  t h e  people  charmed w i t h  the r e s p o n s i b i l i t y  o f  
s o l v i n g  t h i s  dilemma. Is t h a t  o r  i s  t h a t  n o t  c o r r e c t ?  

MR. COX: Y e s ,  s i r ,  it is.  What do you have us do? 

MAYOR BECELER: - I t h i n k  t h e  t h r e e  of us a r e  going t o  have t o  work it ou t . .  
Now I say  She t h r e e  o f  u s , , I 1 m  i n c l u d i n g  t h e  C i t v  Counci l  i n  i t ,  because w e ' r e  
g e t t i n g  c o n s t a n t  reminders ,  a imon i t i ons  and what n o t  from t h e  c i t i z e n r y  of 
t h i s  towv hv te lephone  and by .,,- oy p u b l i c  appearance and by w r i t t e n  letter 
and eve ry th ing  else. Winte r ' s  cominq, and they  want t o  know what we ' r e  going 
t o  do about  t h e  a a s .  You s e e ?  Now, how do w e  ao about  s o l v i n g  t h i s  problem? 
And l e t ' s  l e a v e  everybody e l s e  o u t  o f  i t  f o r  t h e  t i m e  being.  Now, w e  can go  
back t o  t h e  groaning  t a b l e  and a rgue  and deba te  and e v e r y t h i n g  else Qnce 
summer comes. Because i t ' s  an accepted f a c t  t h a t  you can darn  s u r e  
s u r v i v e  t h e  summer b e t t e r  than  you can t h e  w i n t e r .  We used t o  l i v e  w i thou t  
a i r  c o n d i t i o n i n g  a l l  t h e  t ime.  And wav back somewhere we used t o  l i v e  
w i thou t  h e a t i n g ,  probably.  But t h e  most r e c e n t  a c q u i s i t i o n  has  been t h e  a i r  
c o n e i t i o n i n g  ... t h a t ' s  been t h e  most r e c e n t  luxury  t h a t  we 've  r e q u i r e d .  But,  
h e a t i n g  i s  necessary .  Now. L e t ' s  g e t  t h i s  t h i n g  s e t t l e d  one t h i n g  a t  a  t i m e ,  
f i r s t  t h i n g s  f i r s t ,  and t h e n  once w i n t e r ' s  o v e r ,  w e  can go back t o  t h e  c o u r t s ,  
w e  can a rgue ,  w e  can d e l i b e r a t e ,  we can do a l l  t h e  t h i n g s  t h a t  a r e  necessary .  
And I am j u s t  s ay ing  t h a t  t h e r e ' s  t h r e e  of us  p r e s e n t  t h e  C i t y  P u b l i c  S e r v i c e ,  
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t h e  C i t y  Counci l ,  and t h e  Lo-Vaca Gas Gather ing  Company. 

MR. NEWAN: Are you say ing ,  C h a r l i e ,  what I want t o  know i s  t h i s .  A r e  
you say ing ,  t hen ,  t h a t  t h e  rate paye r s  should  j u s t  go ahead and pay it 
and t h a t  C o a s t a l ,  t h e  owner of t h e  company, d o e s n ' t  come up w i t h  any th ing  
a t  a l l ?  

MAYOR BECKER: John,  l e t  m e  s a y  t h i s  t o  you. You know and I know t h a t  
i f  w e  cou ld  g e t  it f r e e  t h a t ' s  t h r  way w e  would be  g e t t i n g  it. Now,  l e t ' s  
j u s t  assume t h a t  t h a t ' s  a r ea sonab le  p r e v l s e  t o  o p e r a t e  from. Nobody 
wants  anybody t o  pay anymore f o r  any o f  t h e s e  u t i l i t i e s  and commodities 
than  t h e y  have t o .  But I ' m  o f  t h i s  mind t h a t  I t h i n k  i t ' s  probably b e t t e r  
t o  pay a l i t t l e  more and have some h e a t ,  than  s i t  h e r e  and a rgue  about  who 
ought  t o  pay t h i s  and who ought  t o  pay t h a t  and go through t h e  w i n t e r  f r e e z i n g  
t o  d e a t h ,  o r  c h i l l e d  t o  s a y  t h e  l e a s t .  Don't  vou ag ree  t h a t  t h e r e ' s  some 
p o i n t  o f  reason is i n  t h i s  t h i n g  t h a t  t r a n s c e n d s  a l l  t h e  rest of t h i s  s t u f f .  

MRS. COCKRELL : I ' d  l i k e  t o  make t h i s  s t a t emen t .  I f e e l  t h e  C i t y  of  San 
Xntonio through i t s  P u b l i c  S e r v i c e  Eoard has  a c o n t r a c t  f o r  t h e  supply  o f  i t s  
gas a s  I unders tand it n o t  on ly  w i t h  Lo-Vaca b u t  w i t h  t h e  C o a s t a l  S t a t e s  
also, i s  t h a t  c o r r e c t ?  

MR. NEWMXJ : T h a t ' s  c o r r e c t .  

P1RS . COCKRELL : A l l  r i g h t .  I d o n ' t  see how t h e n  w e  can  s t a t e  t h a t  w e  w i l l  
n o t  ho ld  C o a s t a l  r e s p o n s i b l e  a l s o  as w e l l  as Lo-Vaca. Eefore  M r .  Newman 
s t a r t e d  h i s  l i n e  o f  q u e s t i o n i n g ,  I had planned t o  asked M r .  Cox t h e  q u e s t i o n  
o f  what t h e  p r e s e n t  r e l a t i o n s h i p  between Lo-Vaca and C o a s t a l  S t a t e s  i s .  
Whether C o a s t a l  S t a t e s  i s  c o n t i n u i n g  t o  s u b s i d i z e  Lo-Vaca as it has  i n  t h e  
p a s t .  The p a s t  y e a r ' s  l o s s  has  been mentioned and t h e  F a r +  t h a t  C o a s t a l  
S t a t e s  had t o  s u b s i d i z e  it and I f e e l  t h a t  t h i s  i s  p e r t h e n t  i n  s o  f a r  a s  
t h e  f a c t  t h a t  San Antonio ' s  c o n t r a c t  i s  n o t  o n l y  w i t h  Lo-Vaca b u t  it i s  w i t h  
C o a s t a l  S t a t e s .  I f e e l  t h a t  t h e  consumers should  n o t  have t o  p i c k  up t h e  
e n t i r e  burden on t h i s .  I t h i n k  i t ' s  e n t i r e l y  f a i r ,  I a q r e e  w i t h  M r .  Newman, 
t h a t  C o a s t a l  S t a t e s  i t s e l f  would corn forward w i t h  a t  l e a s t  a  s u b s t a n t i a l  
p a r t  of  t h i s  problem. The f a u l t  i s  n o t  t h e  consumers o f  San Antonio. The 
consumers a s  r e p r e s e n t e d  by t h e i r  C i t y  P u b l i c  S e r v i c e  Board have a v a l i d  
c o n t r a c t . . . a n d  t h e  rise i n  p r i c e s  i s  n o t  t h e  f a u l t  of  t h e  consumer. I 
r e a l i z e  t h a t  t h e r r  are problems t h a t  w e  f a c e  today t h a t  we've n o t  f aced  
be fo re .  And I ' m  n o t  s a y i n g  w e  s h o u l d n ' t  approach t h e s e  problems w i t h  an  
open mind. Eut s i n c e  C o a s t a l  S t a t e s  i s  a p a r t y  t o  t h e  c o n t r a c t ,  I do n o t  
f e e l  t h a t  w e  should  v o l u n t a r i l y  s a y  t h a t  t hey  have no f u r t h e r  o b l i g a t i o n s .  
And I ' d  j u s t  l i k e  my p o s i t i o n  made c l e a r .  

MAYOR BECICER: M r .  P a d i l l a .  

MR. PADILLA: May I make t h i s  s t a t ~ m e n t .  I f  I unders tand  what we're 
t a l k i n g  abou t ,  we're d e a l i n g  w i t h  p r i o r i t i e s  h e r e ,  t h e  f i r s t  t h i n g  we're 
f aced  w i t h  i s  a l a c k  o f  g a s  and w e  must f i n d  it. I a g r e e  w i t h  M r .  Cox. I 
b e l i e v e  t h a t  he  h a s n ' t  s a i d  any th ing  t h a t  would i n  anyway compromise or 
l e a v e  us w i t h o u t  l e g a l  r e c o u r s e  a t  t h e  p r o p e r  t i m e  and I t h i n k  t h a t  i f  M r .  
Matthews d i s a g r e e s ,  p l e a s e  speak up. I t h i n k  i n  some sort,summary what w e -  
t a l k i n g  a b o u t , i s  p r i o r i t y  one . . . ge t  gas .  I f  it c o s t s  more, and a p p a r e n t l y  it 
i s  going  t o ,  l e t ' s  g e t  it anyway because it i s  t h e  on ly  t h i n g  t h a t  w e  can 
burn f o r  energy i n  San Antonio.  Number two -- i s  t h a t  c e r t a i n l y  t h e  consumer 
i n  San Antonio,  and h e r e  I a q r e e  w i t h  M r .  Mewman and Nrs . Cockre l l ,  t h e  
consumer of San Antonio i s  probably t h e  b i g g e s t  v i c t i r  of  t h i s  and t h e  l e a s t  
r e s p o n s i b l e  f o r  t h e  whole t h i n g  and t h e  one w e  owe t h e  most t o .  Now w e  have 
t o  have t h e  means o f  g e t t i n g  h i p  some r e l i e f .  A f t e r  we g e t  him gas .  T t h i n k  
you g o t  t o  g e t  him gas  f i r s t .  I t h i n k  t h i s  i s  t h e  p o i n t  t h e  Mayor t r i e d  t o  
mike. I t h i n k  t h a t ' s  t h e  p o i n t  everyone t r i e d  t o  make. The gas cones f i r s t .  
I f  we a r e  n o t  i n  anywav and I t h i n k  t h a t  ? I r .  Cox i s  a s k i n g  t h a t  w e  n o t  f i g h t  
t h e  r a t e  r e q u e s t  a t  t h e  Rai , road Commission f o r  t h e  t i m e  be ing .  I t h i n k  
he  i s  a l s o ,  i f  I unders tand  t h i s  t h i n g  c o r r e c t r b v r i t  goes  w i t h  o u t  s a y i n g , t h a t  
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w e ' r e  not  surrendering any l e g a l  r i g h t s  w e  might have. We're not  p re jud ic ing  
ourse lves  and our r i g h t s  t o  g e t  r e l i e f  l a t e r .  A s  M r .  Newrnan s a i d ,  I th ink 
Coasta l  S t a t e s  because our con t r ac t  is wi th  them has some r e s p o n s i b i l i t y  i n  
a l l  of it o r  a  g r e a t  dea l  of it. And t h e  money should come, i n  t he  f i n a l  
ana ly s i s  from them a s  we l l  a s  from the  consumer. Probably t he r e  is some 
s o r t  of a  formula t h a t  can be applied.  I th ink  r e a l l y  we're a l l  ta lkinga-  

1 bout t h e  same th ing.  I t h ink  M r .  Cox i s  t a lk ing  about p r i o r i t y  one, l e t s  
g e t  gas. I th ink  we a l l  agree w e  must g e t  some. P r i o r i t y  Two: M r .  Cox 
has s t a t e d  t h a t  h e ' s  t o  have money t o  g e t  gas.  Right now it looks.. . . in 
t h e  beginning a t  l e a s t  it w i l l  come from t h e  consumer, bu t  hopeful ly down the  
road when a l l  of t h i s  &a tpken t o  t h e  cour t  house o r  wherever it has t o  be 
taken t o ,  t h e  consumer w i l l  g e t  some r e l e i f .  And I think t* t h a t  e x t e n t  w e  
have established the  f a c t  t h a t ;  one, we've go t  t o  g e t  g a g  and two, we're 
not  f o rge t t i ng  t h e  consum-r i n  t h i s  thing.  The consumer w i l l  have h i s  day i n  
cour t  and hopeful ly the  c o s t ,  t he  added c o s t  of t h i s  gas w i l l  be shared is 
t o  some ex t en t  by Coastal  S t a t e s .  Does everybody agree with t h a t  o r  i s  t he r e  
... 

MR. BERGMANN : 34.9 g! sounds l i k e  t h e   rice a t  t he  gas s t a t i o n  ... 
>%. MR. PADILLA: My ques t ion . . . .  . 

MR. BERGMANN: Can ' t  w e  have an understanding of what r a t e  should be a  
negot iable  l eve l?  

M I .  PADILLA: Y e s ,  bu t  the  f i r s t  th ing i s  t h i s  i n  my mind. And t h i s  i s  
t he  ques t ion  of M r .  Matthews. I f  w e  concur i n  the  r a t e  app l ica t ion  a t  t he  
Fai l road Commission, a r e  we i n  anyway pre judic ing t he  case of t h e  consumer 
of San Antonio t o  g e t  r e l i e f  l a t e r ?  

MR. MATTHEWS: W e l l ,  M r .  P a d i l l a  w e  contend t h a t  w e  would no t  be pre judiced,  
bu t  Coas ta l  a n d ~ o - V a g  contend t h a t  we'd be wiped ou t  from then on under the  
con t r ac t  t o  sue f o r  anything. Now t h a t ' s  a  mooted aues t ion  I ' l l  have t o  say. 
I t  is our opinion t h a t  w e  can reserve  our r i g h t s .  They contend i f  the  
Railroad Commission f i x e s  t he  rate, t h a t  they have a  r i g h t  t o  change t h e  
con t r ac t  and t he r e fo re  t h e r e  wouldn't  be any breech of it, you see. We 
contend t h a t  under t he  circumstances here which I won't go i n t o  a t  t h i s  t i m e  
because w e  could go on so  long l i k e  forever  on l e g a l  problems. W e  centend 
t h a t  w e  can sue. B u t  I don ' t  th ink t h a t  w e  can state t o  you t h a t  we've 
go t  an uncontested s i t u a t i o n ,  I mean, about it. Because when w e  do sue,  
you a r e  going t o  f i nd  out w e  do have, you see. 

MR. COX: M r .  Matthews may T say one th-? I was w e l l  aware t h a t  i n  
s tatements  t h a t  have been made t h a t  i f  you had i n  any manner waived any 
of ou r  l e g a l  recourse... .  

MR. MATTHEWS : I th ink t h a t ' s  r i gh t ,  and i f  w e  nay sav t h a t  by pu t t i ng  
;It i n  t h e  o rder  of the  Csmmission t h a t  it does. 

MR. COX: W e l l ,  I c e r t a in ly  would no t  oppose it. The o ther  th ing  t h a t  
I would l i k e  t o  say again ,  anyone who has a  con t r ac t  t h a t  they th ink has 
been v io l a t ed  g e t s  t h e i r  r e l i e f  i n  cour t .  Now when they a r e  going t o  g e t  it 
i t ' s  t h e i r  concern. But the  o t h e r  th ing  a l s o  t h a t  t o  me is important and I ' l l  
repea t  again 34.9  cent  r a t e  which would be adjus ted  accnrding t o  t he  purchased 
gas inc rease  would be s e t  a s  an in te r im r a t e .  M r .  Mattews can go back t o  
t h e  C~mmission on t h e  24th of September and present  a  r e b u t t a l  case and I ' m  
c e r t a i n  t h a t  M r .  Matthews and h i s  people a r e  capable of going and present ing  
a s  good a r e b u t t a l  case w e  put  on f o r  our primary case.  

MR. MATTHEWS : Of course,  we're doing much b e t t e r .  

MR. COX: That doesn ' t  mean I ' v e  got  t o  abdica te  my pos i t i on  e i t h e r .  
B u t t ' s  your r i g h t .  Now i f  you can put  on t h a t  case and convince t h e  
c o m i s s i o n  t h a t  t h e  break t hey ' r e  g iv ing u s  on t he  temporary ba s i s  i s  
wrong. W e  a r e  as...and I ' m  repeat ing  again,..we a r e  on record i f  they f i x  
t h e  r a t e  commensurate wi th  your r e b u t t a l  case we accept  t h a t  r a t e  and s t a r t  
buyinn gas under t h a t  a s  f a s t  a s  we can. 
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MR. MATTHEWS : There is one thing which I regard as very important and 
I think practically every party to this case or at least the attorneys 
regard it important and that is the element lost of the 330,000 MCS 
daily, November 1 under the TUFCO contract is now under attack in the 
court in Houston by Pennzoil pipeline and is under attack by the Univer- 
sity of Texas through the Attorney General, City of Austin, and L.C.R.A., 
and San Antonio before the Railroad Commission. Now, so everyone 
listening to this question will know, 1'11 try to break down and state 
what the TUFCO is. That's a contract with Texas Utilities Fuel Company 
which is subsidiary of Texas Utilities Company up in northeast Texas. 
Now this contract involved the building of a pipeline from the Permian 
Basin, that is, from the West Texas area to the East Texas...Northeast 
Texas area, and provides for one trillion cubic feet to be taken out of 
the reserves of Lo-Vaca that would otherwise be on this system, to go 
to the North Texas, to the Northeast Texas area, and that from now on 
and indefinitely until the full pipeline is filled-the thirty six inch 
line is filled-that Lo-Vaca, the company you are managing, will be 
entitled to one half of any gas that you find-that you find and can 
buy-in the Permian Basin; then provides that commencing under options 
in it, and which are now exercised, commencing November 1, 1973 deliveries 
will commence out of these reserves that are now being used for deliveries 
to connect customers including San Antonio, 330,000 MCS daily. Of course 
you are familiar with that I'm sure. Now I mentioned this to you when 
we were having our little talks during the hearing and I hope you have 
looked into it and I hope your lawyers will look into it. I don't 
expect you to personally spend a lot of time on it because we just got 
a knotty legal question. Now eminent attorneys Mr. William, Shoulder, 
Baker and Botts, the Attorney General of Texas and others including 
myself ... I don't class myself as one of the eminent but I agree with 
this, regard that contract as unenforceable and void because it was 
entered into between two competing purchasers of gas in that field, is 
voider under the anti-trust law. We all also think that the Railroad 
Commission has, having its extensive jurisdiction under curtailment 
conditions in Texas and for the public benefit, has the right to order 
Lo-Vaca not to permit the diversion of that gas. Now you, I think most 
of us will agree that 330,000 MCS is more than you are going to be 
buying in the next six or eight months. You would be darned lucky if 
you got that much. Now we're about to lose that much November 1st. Now 
I think we ought to cooperate on this and see if we can't do anything 
possible to keep that gas on this system to relieve the problems of the 
consumers on this. 

MR. COX: I'm a month ahead of you on that. 

MR. MATTHEWS : Well I was hoping you've been doing something about it. 

MR. COX: I've already started. It is one of the things I am working on. 

MR. MATTHEWS : Well maybe it's something we shouldn't discuss here. 

MR. COX: Some arrangements I have been working on, I really wouldn't 
want to discuss here and I can.... 

MR. MATTHEWS : And we feel very strongly about that and we do have these 
proceedings pending and we're going to have to do something about them so 
we're going to have to have cooperation. 

MR. COX : I want everybody that's got proceedings pending to prosecute .... 
MR. MATTHEWS : We have to cooperate on this before it goes.... 

MR. COX : You see the things that I'm circumscribed with when I came 
into this ball game. 

MR. WTTIiEWS : That's right. Now I think you've gone a long way.... 

MR. COX: .... and I'm trying every way in the world that I can and again 
I am not trying to make a jury speech. I am trying every way in the world I 
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can t o  buy every f o o t  of  g a s  p a r t i c u l a r l y  f o r  t h i s  coming w i n t e r .  I had one 
f r i e n d  t h a t  t o l d  m e ,  gave m e  t h e  100 m i l l i o n  today for . .and s a i d  I know your 
s i t u a t i o n .  Pay me when you can  o r  r e t u r n  it when you can. Now t h a t ' s  s p i r i t .  
W e  can t a k e  a  s t e p  toward s o l v i n g  t h i s  problem. But we've g o t  t o  have t h a t  
everywhere and I d o n ' t  t h i n k  I ' m  a sk ing  your group any th ing  unreasonable  t o  
n o t  s u p p o r t  b u t  simply t o  concur  o r  n o t  o b ~ e c t  t o  what we've asked f o r  because 
you can have your  day i n  c o u r t  s t a r t i n g  t h e  24th day o f  September. 

MR. MATTHEWS: W e l l ,  w e  want t o  h e l p  you. And w e  hope t h a t  w e ' l l  have 
coope ra t ive  e f f o r t  t o  keep t h i s  330,000 MCS, which a g a i n s t  p r e s e n t  d e l i v e r i e s ,  
would p u t  us  November 1st w i t h  o n l y  920,000 MCS p e r  day on t h e  whole system. ... 
W e  r e a l l y  need to do something about  it. 

MR. COX: You're making a  good p o i n t  and i t ' s  a  s e r i o u s  s i t u a t i o n  and I ' v e  
-some midnight  c o a l  on t h a t  one too. . . . .  

MR. MATTHEWS: W e l l  I d o n ' t  want t o  b r i n g  it under d i s c u s s i o n  unnecessar i ly .  

MR. COX: T h i s  i s  n o t  t h e  p l a c e  tq b u t  t r y  t o  c o u n t e r a c t  t h a t ,  t h a t ' s  
why I mentioned the f ad ing  d e l i v e r a b i l r t y .  W e  p u t  on 440 m i l l i o n  feet of 
new g a s  l a s t  week b u t  as I s a f d  I con t inue  t o  l i v e  w i t h  t h e  problem; can Lo-Vaci 
pay f o r  t h e  gas?  What I need i s  something a f f i r m a t i v e  and t h e  m o s t  a f f i rma-  
t i v e  t h i n g  I can g e t  is t h e  temporary app rova l  by t h e  R a i l r o a d  Commission 
o f  Texas o f  t h i s  r a t e  where w e  can  go and t h e y ' r e  s a y  "now you can pay f o r  t h e  
gas . "  I ' v e  g o t  one company, The Gulf O i l  Company, and I ' v e  g o t  two f r i e n d s  
l n  t h e r e  t h a t  I ' v e  bought gas  from f o r  t h i r t y  y e a r s  and they  s a i d  t o  me, "We 
d o n ' t  know i f  you can b r i n g  t h i s  o f f  o r  n o t " .  But w e  a r e  w i l l i n g  to  s e l l  you 
gas  on what you 've  done i n  t h e  p a s t  s imply because y o u ' r e  w i l l i n g  t o  t r y  t o  
s o l v e  t h i s  p r o p o s i t i o n  and a l l  w e  ask  you t o  do i s  " w i l l  you i n i t i a l  t h e  
aas m~-r-hase c o n t r a c t  t h a t  Lo-Vaca i s  s i g n i n g  t o  show t h a t  you r ecogn ize  t h e  
l i a b i l i t y  on beha l f  of  Lo-Vaca a s  t h e  c o u r t  appoin ted  manager. I s a i d ,  " I ' l l  
i n i t i a l  any th ing  t h a t  w i l l  buy a  f o o t  o f  g a s .  

MR. MATTHEWS: W e l l  t o  r e f e r  t o  t h e  TUFCO thing,330,000 MCS p e r  day i s  abou t  
25% of  t h e  g a s  now on t h i s  system, 20 o r  25 and I d o n ' t  t h i n k  w e  can exaggerate 
t h e  importance o f  keep ing  t h a t  gas .  

MR. COX: W e  c a n ' t .  

MAYOR BECKER: I think y o u ' r e  i n  agreement w i t h  what M r .  Matthews s a y s  i n  
t h a t  connection. 

MR. COX: Y e s  s i r , e x c e p t  I went t o  work on it b e f o r e  he  e v e r  thought  
about  it. 

MR. MATTHEWS: I t  w a s n ' t  because w e  a l r e a d y  cha l l enged  i t  when you were 
appoin ted .  

MR. COX: You may have cha l lenged  i t ,  b u t  you have n o t  done what I ' v e  done. 

MR. MATTIIEWS : Well n o t  t c ~ k  t o  each o t h e r  about  what we've done. 

MR. COX: T h a t ' s  why a s  I s a y  some of t h e s e  arrangements may look l i k e  a  
Rube Goldberg and Amos and Andy d e a l ,  b u t  i t ' s  going t o  r e s o l v e  i n  some 
a d d i t i o n a l  energy f o r  t h i s  coming w i n t e r .  

MAYOR BECKER: You know t h e r e ' s  a p o i n t  t h a t  we're a r r i v i n g  a t  h e r e ,  though,  
=being t h e  7 t h  of September. My r e c o l l e c t i o n  o f  t h e  w i n t e r s  h e r e  
u s u a l l y  indicates t o  m e  t h s t  w e ' l l  have t h e  f i r s t  norther1 abou t  t h e  middle 
of October.  Usual ly  i t ' s  aDout t h e  middle of October .  Now, t h e r e ' s  go ing  t o  
come a  p o i n t  where w e  c a n ' t  r e s o l v e  t h i s  t h i n g  amongst o u r s e l v e s .  I would 
even go a s  f a r  a s  t o  sugges t  t h a t  some h i g h e r  a u t h o r i t y  d i r e c t  us t o  r e s o l v e  
it i n  t h e  p u b l i c  i n t e r e s t .  

MR. t1ATTIIEWS : What h i g h e r  a u t h o r i t y  would you sugges t ?  
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'IAYOR DECKER: .... I have no idea .  I ' d  c a l l  on t h e  Lord himself  i f  I 
thougilt  i t ' d  do any good. 

MR. bIATT1;CWS : I t h i n k  we need him badly .  

P@~I?YOR CECKCR: We've needed him a  long  t ime,  b u t  l e t  me say  t h i s ,  we can 
always go back t o  t h e  c o u r t  house o r  s t a y  i n  t h e  c o u r t  house a l l  w i n t e r  
makes no d i f f e r e n c e  t o  m e .  I d o n ' t  c a r e  i f  i t ' s  dragged o u t . . . . . .  

MR. MATTHEWS: We're n o t  i n  t h e  c o u r t  house a t  a l l .  IITe're n o t  t h r e a t e n i n g .  

MAYOR BECKER: I d o n ' t  c a r e  i f  i t  d r a n s  o u t  i n  t h e  l e g i s l a t i o n  t h e  r e s t  
o f  my l i f e t i m e  and my te l rs  and a s s ighem f o r  t h a t  ma t t e r .  The on ly  t h i n g  
I g e t  back t o  t h i s  w i n t e r .  And then  w e  a r e  go ing  t o  have a  summer fo l lowing  
t h a t  and ano the r  w i n t e r  fo l lowing  t h a t  and t h a t  s e q u e n t i a l  arrangement has  
always been w l t h  us  too .  

MR. MATTHEWS: I d o n ' t  t h i n k  t h a t  would occu r .  

MAYOR BECKiTR: How a r e  we go ing  t o  g e t  o f f  h igh  c e n t e r ?  

MR. N E W N :  Now w a t t ,  p l e a s e  be i n  N op in ion  i m u a r t f a l  and f a i r  w i t h  us  
t o  t h e  e x t e n t  o f  t u r n i n g  t o  M r .  Cox and say lng  now " M r .  Cox we want you t o  
a l s o . .  ... 
MAYOR BECKER: 
0 

How many neonle  do vou t h i n k  woulc' t h i n k  we're r e s p o n s i b l e  
?or rmnlncr t o  a  s o l u t i o n  i n  t h i s  t h inq?  Three n a r t i e s :  P u b l i c  S e r v i c e  
r i g h t  four . . . . . I  d o n ' t  c a r e  b u t  a t  l e a s t  I ' m  coun t ing  t h e  C i t y  Luuncsl ,  a l l  
I ' m  n o t  exc lud ing  o u r s e l v e s ,  t h a t ' s  why we're h e r e  today.  I ' m  i n c l u d i n g  t h e  
P u b l i c  S e r v i c e  Board of T r u s t e e s  and i ts  managers and a l l  and I ' m  i n c l u d i n g  
t h e  Lo-Vaca Gas Gather ing  Svstem under t h e  head o f  M r .  Cox. Now t h a t ' s  n o t  
exc lud ing  anybody p r e s e n t  i s  i t ?  

MR. NEWMATJ: NO 

MAYOR BECKER: I d o n ' t  know how I can make it any f a i r e r .  Now if you 
want t o  i n c l u d e  C o a s t a l  S t a t e s  and anybody up and down t h e  l i n e  t h a t ' s  
ok w i t h  m e  too.  But t h e  people  a r e  going t o  be expec t ing  us t o  r e s o l v e  t h i s  
t h l n g  i n  t i m e  f o r  t h e  w i n t e r .  

MR. NEW'MAN: I a g r e e  w i t h  t h a t ,  b u t  I j u s t  want t o  say  t h i s .  You've g o t  
a  ca se  i n  p o i n t ,  t h a t  is a s  c u r r e n t  a s  Tennessee and Channel I n d u s t r i e s .  
I d e n t i c a l  excep t  t o  t h e  f a c t  t h a t  nobody e v e r  accused Channel I n d u s t r i e s  of  
s e l l i n g  o f f  p a r t  of  t h e i r  r e s e r v e s .  I n  o t h e r  words, now j u s t  a  second,  
b e f o r e  t h e  Commission h e a r s t h e  consumers a rgu ing ,  h e r e  i s  Tennessee and 
t h e i r  s u b s i d i a r y  Channel I n d u s t r i e s  and it was r e s o l v e d  c u r r e n t l y ,  r i g h t  now. 
I t  would seem t o  m e  i f  h e r e ' s  a  p a t t e r n  goinq t o  t e l l  you how t o  c u t  t h e  d r e s s .  

bAYOR BECKER: OK,say, John,  i f  t hey  can g e t  a l l  theTUFC0 gas  back, i f  
t hey  can g e t  a l l  t h i s  o t h e r  gas  back t h a t  t h e y ' d  been s e l l i n g  o f f  i f  they  can 
ge t  v i n d i c a t e d  of a l l  t h e s e  c o n t r a c t s  w i th  a l l  t h e s e  o u t s i d e  d e a l s  o f  
s p o t  s a l e s  h e r e  and s p o t  s a l e s  t h e r e  I ' d  be t h e  h a p p i e s t  man on e a r t h .  I ' m  
n o t  i n  disagreement  w i t h  any of you on t h a t  and y e t  I d o n ' t  have t h e  
knowledge of it t h a t  Wilbur h a s ,  o r  vou have f o r  example. 

MR. BERGMANN: I ' d  l i k e  t o  b r i n g  up one thing.  

MAYOR GECICER : I ' m  n o t  a rgu ing  o r  q u a r r e l i n g  wi th  any o f  t h a t  s t u f f  I ' d  
l i k e  t o  have a l l  t h e  gas  r e s e r v e s  t h a t  w e  know o f  a t  o u r  connand, t o  t h e  
exc lus ion  o f  everybody e l s t .  and then  w e  cou ld  be  t h e  one t o  appor t ion  i t  o u t .  
I ' m  o n l y  concerned p r i m a r i l y  f i r s t  i n  a l l  w i th  o u r  own s i t u a t i o n  r i g h t  h e r e  
i n  San Antonio,  t h a t ' s  a l l .  And I hope w e  can r ecove r  and recoup every d o l l a r  
we've been o u t ,  every penny, a l l  t h a t ,  you know, I ' m  n o t  i n  disagreement w i t h  
any of t h a t .  Yes, Tom. 

MR. BERGMANN : - And M r .  Cox, I ' d  l i k e  t o  go back a g a i n  and see i f  I , w e  
have an unders tanding.  I t h i n k  w e  do ,  it s l i p p e d  away... I t h i n k  everybody, 
o u r  a t t o r n e y ,  you,  a g r e e  t h a t  t h e  C o a s t a l  S t a t e s  c o n t r a c t  has  t o  be  handled,  
a d j u d i c a t e d  i n  t h e  c o u r t s .  I t ' s  n o t  going t o  be s e t t l e d  a t  t h e  Ra i l road  
Commission. 



I t h i n k  i t ' s  been agreed  t h a t ,  t h e  Ra i l road  Commission w < l l  se t  t h e  f i n a l  
r a t e  f o r  gas .  Right  now your s ay ing  you want 34.9. I d o n ' t  knob i f  it should  
b e ,  b u t  y o u ' r e  s av ing  you want 34.9, w e ' l l  have qas now. And v o u ' r e  
s ay lng  a l s o  t h a t  you would n o t  oppcse our  a b d i c a t i n g  o u r  r i g h t s ,  o u r  l e n ~ l  
r i q h t s ,  under t h e  e x i s t l n q  C 3 a s t a l  c o n t r a c t .  I thin;: you made t h a t  s t a t t  ment, 
am I c o r r e c t ?  

MR. COX: T h a t ' s  c o r r e c t .  I d o n ' t  t h i n k  anybody has  t o  a b d i c a t e  any r i g h t .  

MR. BCRG?LANN : " fgh t .  So, nobodv h a s  l o s t  anything.  The r a t e  i s  going t o  
be set by t h e  Ra l l road  Commission. Matthews i s  going t o  have t o  have h i s  
h e a r l n g ,  and t a l k  and se t t le  on some sort o f  r a t e .  

MR. rlATTKEWS : Well a long  w i t h  o u r  h e a r i n g  t h e r e  are 400 cuStOmerS.... 

?IR . BE RGFLXNEJ : -.. Okay, s o  400 guys a r e  going t o  argue be fo re  t h e  Rai l road  
Comrr.~ssion. Okay, t h e r e  a r e  400 guys t h a t  a r e  go ing  t o  se t t le  t h e  r a t e ,  b u t  
I t h i n k  we've g o t  more muscle t han  a  l o t  o f  o t h e r  people .  A t  l e a s t  I t h i n k ,  
we l i k e  t o  t h i n k  we have. I t  seems t o  m e  t h a t  we're go ing  around,  around,  
an? around and c a n ' t  we s a y  t h a t  w e  have a r r i v e s  a t  a  p o i n t  where we have 
n o t  abd ica t ed  o u r  r i g h t s  under t h e  C o a s t a l  c o n t r a c t ,  t h a t  w e  ought  t o  
l e t  t h e  Rai l road  Comnission p o s t  h a s t e  s e t t l e  a f i r m  f i ~ u r e  whether  i t ' s  
temporary f o r  one y e a r  o r  e i g h t e e n  months cr srhate~rer  +3n nerior! i s  so you 
can g e t  on and g e t  t h e  gas.We w i l l  have t h e  gas ,  t h e  Ra i l road  Commission w i l l  
s e t t l e  t h e  f i n a l  p r i c e  and then,  i f  w e  a r e  n o t  s a t i s f i e d  we can go i n t o  c o u r t  
t o  se t t le  t h e  t h i n g  t h a t  M r s .  Cock re l l  brought  up t h a t  t h e  r a t e  payer  s h o u l d n ' t  
have done a s  w e l l  a s  o t h e r s ,  t h a t  t h e  r a t e  payer  s h o u l d n ' t  have pa id  t h e  f u l l  
f r e i g h t .  

PIAYOR BECKER: Are w e  r e a l l y  s ay ing  t h a t  and s a y i n q  it o v e r  and ove r  and 
ove r  and ove r  agalr.? 

MR. MORTON: We've t aken  t h i s  o l d  toweland we've chewed on it and chewed 
on it and chewed on it. 

MAYOR BECKER: But he  c a n ' t  a c t  w i t h o u t  concurrence o f  t d o n ' t  know how 
many people  on t h e  l i n e .  

MR. BERGMANN: I d o n ' t  t h i n k  w e  need a  concur rence ,  I t h i n k  we w i l l  
a g r e e  t h a k T h i s  t heo ry  e x i s t s , t h a t ,  ye s  w e  would l i k e  t o  do it and t h a t  
o u r  a t t o r n e y  has  Leen t r y i n g  t o  do t h a t .  

MAYOR BECKER: But h e ' s  a sk ing  though, f o r  t h i s  r a t e .  But h e ' s  a sk ing  
though f o r  t h i s  34.9 c e n t s  a s  a means of g i v i n g  him t h e  t o o l s . . .  

MR. BERGMANN : But t h e  Ra i l road  Commission has  t o  approve it .... 
MAYOR BECKER: I unders tand.  Well t hey  won' t  approve i t  probably a s  
long  a s  we cjonlt approve o f  it down h e r e .  

DR. WEST: C i t y  P u b l i c  S e r v - c e  Board n o t  oppcse i t ?  I t h i n k  they ought  
t o  a c t i v e l y  be i n  f avo r  o f  it LO g i v e  some comfort  t o  t h e  Commission .... 
MR. MORTON: Okay, l e t  m e  a s k ,  t h i s  q u e s t i o n  t o  you M r .  Cox. Assuming t h a t  
you have t o  honor a l l  t h e  c o n t r a c t s  t h a t  you now have i n  f o r c e ,  none o f  them 
can be abroga ted .  What i s  your  c a p a c i t y  t o  produce on t h o s e  c o n t r a c t s  d u r i n g  
t h e  w i n t e r  months a s  a  pe rcen tage?  A r e  we t a l k i n g  about  50%, you a q u i r e  no 
more gas  t han  ycu  have today2 

MR, COX: I t  would p r e t t ,  w e l l  s t a y  a s  t h e  R a i l r o a d  Commission now has  
us a l l o c a t e d  and I ' m  s o r r y  I c a n ' t  g i v e  you a percen tage .  

MR. MORTON: Okay. 

MR. COX: But I w i l l  s a y  one t h i n g  aq t.0 how we a r e  l i v i n g  w i t h  t h e  
R a i l r o a d  Commission anci r n d g t h i s  Cour t  Order.  I ' m  r e s p o n s i b l e  t o  t h e  
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d l s t r l c t  Court  i n  T r a v i s  County, Judge Matthews e q u a l l y  r e s p o n s i b l e  t o  t h e  
m i l r o a d  Commission and I t h i n k  i n  a  g r e a t  measure r e s p o n s i b l e  t o  t h e  
At torney General .  Because t h o s e  a r e  t h e  t h r e e  people  t h a t  b rought  t h i s  
l ~ t ~ g a t i o n .  Now t h e  commrssion is d a i l y  checking o u r  d e l i v e r i e s  o f  gas  under 
t h l s  a l l o c a t i o n  o r d e r  t h a t  they  have i s s u e d .  And o u r  d i s p a t c h e r s  and t h e  
commisslon s t a f f .  Check t h l s  d a i l y  eve ry  t h i n g  w e  do  i s  s e n t  t o  them d a i l y ,  
I n  accordance w i t h  t h e  a l l o c a t l o n  o r d e r ,  now one t h i n g ,  t h a t  b r i n g s  to m e .  
How,  t h e  P e r i l s  i n  this t h i n g ,  w i t h  t h e  s h o r t  g a s  supply and however knows 
rf t h e r e  been anyway t o  overcome it, w e  would o f  done i f .  W e  c u t  o f f  
one of t h e  f l r s t  commisslon a l l o c a t l o n  o r d e r s  27 m i l l i o n  f e e t  of  gas  a day and 
s o w  50 o r  60 new conduc tors  found a s  much as 200 thousand f e e t  o f  gas  a  day. 
But i t  d o e s n ' t  sound l i k e  much. But t h e  second day, t hey  a l l  swarmed t o  
Aus t ln ,  and look what you 've  done t c  'is, on t h i s  a l l o c a t i o n  o r d e r  and t h e r e  
was 4,185 people  who e i t h e r  l o s t  t h e i r  jobs  o r  going t o  l o s e  t h e i r  jobs  t h e  
n e x t  day and you c a n ' t  p u t  4185 people  o u t  o f  work. 

PIT!. FI0RTTC)X : Okay, I f  I rr.ay, on my q u e s t i o n  ... I n  o u r  meeting we had t h e  
o t h e r  day,  w e  came up wl th  a  f l g u r e  of roughly ,  what,  SO%? 50% i f  C o a s t a l  
h a l f  d o l l a r  @n a l l  o u r  c o n t r a c t s  and they  accruired no more gas .  This  w i n t e r  
t hey  could be a t  about  h a l f  c a p a c i t y .  I s n ' t  t h a t  roughly i t ?  

MR. MATTIIEWS : Well, I t h i n k  t h a t ' d  b e  a  good guess .  

MR. MORTON: Okay. Again, I ' m  n o t  ho ld ing  anyone t o  t h i s ,  b u t  l e t ' s  j u s t  
assune t h a t  t h e  r a i l r o a d  commission s a i d ,  you can keep your c o n t r a c t , C i t y  
P u b l l c  S e r v l c e ,  a t  23.75 c e n t s .  What we ' r e  s ay ing  i s  t h a t  t h i s  is go ing  
t o e e  good f o r  on ly  h a l f  o f  o u r  requi rements  t h i s  w i n t e r  -- assuming t h a t  
pp, c o n t r a c t s  can b e  a l l o q a t e d  and they  a c q u i r e  no more gas . In  o t h e r  words 
t h l s  t h e  wors t  p o s s i b l e  s i t u a t i o n  w e  cou ld  have? So w e  g e t  50% of i t  a t  
23.75e. Now, some o f  t h e  ba lance  we can use  o i l  f o r .  Can we conve r t  t h a t  
a t  t o d a y ' s  o i l  r a t e  through what it would be a s  f a r  a s  gas  is concerned,  on 
UP. 

MR. MATTHEWS: Well ,  of  cou r se  presumably i f  you bought o i l ,  and t h e y  
breached t h e  c o n t r a c t ,  and fu rn i shed  i t  cheaper  t o  cover  t h e  va lue  of t h e  o i l  
t h a t ' s  what your  c r e d i t  would be  for. . . . .  

MR. MORTON: L e t ' s  n o t  t a l k  i n  terms o f  c o n t r a c t s ,  l e g a l  r i g h t s ,  o r  any th ing  
e l s e .  

MR. MATTHEWS: T h a t ' s  what we're t a l k i n g  about  i f  you l e f t  c o n t r a c t s  i n  
e f f e c t .  

MR. MORTON: Well, t h a t ' s  r i g h t .  We were j u s t  s ay ing  t h a t  were n o t  golng 
t o  go up t o  t h e  Court  I-louse r i g h t  now. 

MR. BERGMANN : There i s  a  f o u r  t o  one r a t i o  i n  gas  and o i l  i n  c o s t .  

MR. MORTON: Okay. So, what a r e  w e  t a l k i n g  about  today ,  t hen  f o r  g a s  
t h a t  we're t r y l n g  t o  buy? A r e  w e  t a l k l n g  about  50C? ,uC? ( Inqud ib l e )  
I n  t h e  7OC a r e a .  So, a t  ( Ina- .d lb le )  le ts  j u s t  assume t h a t  you used a l l  
ga s  and no o i l  t o  keep it si r rple .  I f  we ' r e  t a l k i n g  about  70C, you average  
t h a t  o u t ,  your coming up w i t h  a  c o s t  o f  somewhere around 45C a r e n ' t  you? 
T h a t ' s  93, 45 - 46C. So, t h e  p o i n t  I ' m  making h e r e  i s  t h i s .  And w e ' r e  
looking  a t  a  s i t u a t i o n  where i f  w e  had t h e  wors t  ~ o s s i b l e  cond i t i ons ,  no 
new c o n t r a c t s  on t h e  p a r t  of  Lo-Vaca o r  C o a s t a l  ( i n a u d i b l e ) .  ... No c o n t r a c t  
set a s i d e ,  i f  t h e  Rai l road  Commission s a i d  t h e y  have t o  honor it a t  23.75, 
t h a t ' s  h a l f  of  what we've g o t ,  we c a n ' t  g e t  any more o u t  o f  them, I ' m  
assuming t h a t .  Now, t h a t  may be a  f a u l t y  assumption,  I d o n ' t  know. But 
what we're t a l k i n g  about  he re  i s  460--is what t h e  g a s  would average o u t  
i f  we had t o  go o u t  and buy it d i r e c t l y .  Now, my q u e s t i o n  i s  t h i s ,  
Rea l ly ,  a s  I review t h e  i s s u e s  w s r e  t a l k i n g  about  two i s s u e s  h e r e  t h i s  
morning. Number one,  w e  do n o t  want t o  l o s e  any l e g a l  r i g h t s  t h a t  we have 
by any compromise t h a t  w e  might have on t h e  i n t e r i m  r a t e .  

MR. MATTHEWS: Which w e  c a n ' t  do f o r  c e r t a i n .  Is t h a t  r i g h t ?  

MR. MORTON : Even i f  w e  cou ld  g e t  an agreement by bo th  Coas t a l  and 
Lo-Vaca . 
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MR. MATTHEWS: Well, yes, but your not.... 

MR. MORTON : Well, now, have we asked them for that? 

MR. MATTHEWS : Well, now, you've gotten on the settlement deal and 
agreeing there, everybody agreeing. 

MR. MORTON: Well, again, well, I wonder sometimes if we shouldn't 
get the Courthouse over here. And let's talk about this one problem of 
gas over the next twelve months. If we could get the ideal situation, 
you agree, Mr. Matthews, would be to say that to set aside our losing 
any of our legal rights, that they will agree that if we will support 
them on this rate, that Coastal will agree that we have not lost any of 
our legal rights in the Courthouse and Lo-Vaca would agree the same thing. 
How do we go about getting that done? 

MR. MATTHEWS : Well, let me talk about sitting here in a public meeting 
making an agreement through the newspaper to approve a set rate. You're 
going to wish you hadn't done it, if you do it. I don't know what the 
Railroad Commission is going to do, and what the other customers on there 
are going to ask for, our customers in San Antonio here today, by fixing 
the rates you're going to agree to, I think you're going to make a great 
mistake. Now, I don't say what we're going to do, but we certainly are 
not going to sit here today and weaken our position in the whole situation. 

MR. BERG: Nobody is agreeing to any rates except the Railroad Commission. 

MR. MORTON: That's correct. 

MR. MATTHEWS : I think I stated something that you fellas ought to think 
about. 

MR. MORTON: I'm very aware of that, sir. 

MRS. COCKRELL: I'd just like to say this, too. I have not heard any 
comment on how much Coastal States is planning to put forward as it's share 
of this particular proposed rate settlement. All I have heard is what is 
to be asked of the consumer. I have not heard any figures of what is 
being asked from Coastal States as their share of it. Now, I'd like to 
thear a comment on that part. 

MR. COX: I couldn't comment on what Coastal would continue to do. All 
the money that Lo-Vaca has that I read this morning has come from Coastal. 
I'll venture a hundred million dollars or two. 

MRS. COCKRELL : But will the rate increase then in effect get Coastal 
off the hook on its continued subsidy.? 

MR. MATTHEWS : It's what they themselves ask, without anybody having to 
?mput against it, that they say they need and I neither dispute it or 
raise any questions about it. I think that it's true though, that if you 
probe these rates, you're going to find that 34.9 is substantially higher 
than would be justified. Now then, that's a question we have to go to 
the Railroad and talk about, and I thought we were going to be talking 
about it...and instead of here I thought we were going to be talking about 
it with the others so that we would get a productive outcome rather than 
just a debating ... a one customer debating situation. I think that for us 
to sit here and to telegraph to them through the newspapers to the news 
media that we're willing tc give in to what you want, and your first asking; 
would be a great mistake. ,is far as in the protection of the citizens and 
the rate payers of this community. Now, what we do about it ought not to 
be predicted here, and it ought not to be affected by what we say here. 
But it ought to be worked out on an honest, conscientious, straight- 
forward, factual, and justifiable basis. And I think if we ever get 
together working on that, I think we'll get somewhere. But I think you 
ought to, I think that this can't be handled by masses of people. It's 
going to have to be handled by people along the line representing the people. 
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MAYOR BECKER: Wilbur, as I sat here this morning and heard Mr. Cox 
mention this 34.9C rate, unless my ears are deceiving me, and unless 
I'm losing my marbles entirely, I distinctly remember him saying 
that if the Railroad Commission determined,or the rate setters or who 
ever all these people are,that that was in excess, there would be 
rebates made to the various customers. Now. I was just talking to John 
outside, John Wood, and I told him that if this thing isn't settled, and 
I can only speak for myself, that if this thing isn't settled to some 
satisfactory conclusion before winter comes, then the first cold spell 
people go to turn their heaters on, in their gas stoves or whatever it 
1s they do to stay warm, and it doesn't operate--because the other night 
the fire went off at my house and it went off in our whole neighborhood 
there and I had to get thecaridles out and we all walked around in the 
dark for about thirty minutes and I thought to myself, this would be 
'great' if this was a constant thing. Sure I've lived in the dark, even 
with the lights on sometimes I'm in the dark. But I've lived in the dark 
in the service for years, you know. And I survived it and all that. But 
we've grown accustomed to better in this world:- Now, if this condition 
exists, and these people do indeed come to the City Council, and that's 
where they always wind up--fhey don't come to the City Public Service 
Board, they come to the City Council--and start raising thunder about 
why there isn't any electricity. Why there isn't any gas. Why there 
isn't any heat. And they want to take us out and hang us. I'm going to 
say, "Wait just a minute. You're hanging the wrong people. Go down to 
the City Public Service Board down the street down there and root them 
out of their offices and please leave us alone." 

MR. NEWMAN: Oscar Wyatt told me that he had already made up a page 
ad showing who is responsible and he told me that my name was on top. 
That's what you call brakemanship. I'm very familiar with brakemanship. 

MAYOR BECKER: I know nothing about what Oscar Wyatt has done. 

MR. NEW4AN: I know, but I'm telling you. He's not accusing you. I'm 
saying that he very definitely has in mind who is responsible. He claims 
that he told me, I'm sure he's told others the same. That if we don't 
work something out, that the baby's left, you know, at our door. The 
truth of the matter is, Charlie, it is a matter of our getting together. 
It is a matter of our working it out. It is something that we desperately 
tried to do, and are continuing trying to do. But it does not mean that 
you have to have unconditional surrender. 

MAYOR BECKER: I'm not asking for that, John. I'm not asking for 
unconditional surrender. I'm only reminding all of us, not just you all, 
but all of us here, that today is the 7th of September and we've got a 
short time left to really get on with the business at hand. 

MR. MATTHEWS : C.Jell, now, Mr. I.layor. Let's be fair about it. What do 
you suggest we do? We understand it's going to get cold this winter and 
so forth but what do you suggest we do? 

MAYOR BECKER : Do you want ine to direct you as to what I think you 
should do? 

MR. NEWBIAN : Well I mean you're full of generalities here and we're 
all agreeing with your generalities. 

MAYOR BECKER: Well I'll make one generality, Wilbur, and I made it 
the other day, and I'll mak? it again. Had this condition, this problem, 
this matter, been left to the hands of the City Council, it wouldn't have 
ever happened. That prediction I'll make. 

MR. MATTHEWS : You've already settled it. 

MAYOR BECKER: I have made it before, and I'll make it again. That's 
number one, I'll start with that. 

MR. NEWMAN: Starting back when? I mean, are you back in '62 or '61 
or do you mean now? Back when? 
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MAYOR BECKER: I'm starting from whatever point you want to start with b 
and more in particular October of 1971 at a meeting that we had when we 
pleaded and bled for the Public Service Board to become aggressive in 
their acquisition of more gas for the City of San Antonio. Now let's 
use that as a point of commencement, if you must have one. Now, number 
two. All I'm asking that, to be done here today,whether it makes anybody 
unhappy or not I can't help that, I think we'd be derelect in our 
responsibilities as a City Council, if we didn't request that this matter 
be settled as expeditiously and intelligently, both of them coupled to- 
gether if possible, in view of the fact that the winter is about on us. 
Now that's all we're asking this morning. 

MR, MATTHEWS : I think we've said that that's exactly what we're trying 
to do, but you keep infering that some how or another it isn't being done. 

MAYOR BECKER: I'm fearful of slippage. 

MR. NEWMAN: Well we can't do anything about your fears unless we know.... 

MAYOR BECKER: Well, by being fearful I guess what I'm really implying 
is that I don't know that I have complete confidence. 

MR. NEWMAN: I think that's the point. 

MR. MATTHEWS : Well, we don't have complete confidence in your ideas.... 

MAYOR BECKER: Well, I'm sure you don't, and you're both entitled to 
your opinion, all of it. I'm entitled to mine, you're entitled to yours, 
and I'll say it, I lack confidence. 

tlR. NEWIAN: That's all right, Charlie. Let me point out one thing 
to you. You see, if we'd bought gas in 1971, as Mr. Cox well knows, what 
would we have done with it? You cannot buy gas and just shut it in, if 
you buy an entire gas field and then you just shut it in, the royalty owners 
will say, produce it or else. 

MAYOR BECKER: I realize you can't take it home with you. 

MR. NEWMAN: We couldnlt....we have been charged with the responsibility 
of finding a shoe to fit a foot we didn't know how big the foot was. 

MAYOR BECKER: I understand that. 

MR. NEWMAN: Here....one day we were curtailed the next day we were not. 
We have no underground storage to put it in. What we tried to the best 

, of our ability was to supplement and notsulrplant what we were getting and 
some days we would be sub-planting it and some days we'd be supplementing 
it and we didn't know from day to day, for example, what we would receive 
the next day and never have been able to find out. As far as, I personally 
looking back on it and I'm telling you the God's truth, if you said,what 
would you do differently todal? I don't know what we'd do, but I know this 
much and this I know for damntd sure that we were the most aggressive, in 
fact the only group aggressive,in trying to sit down with Coastal States 
and work it out and every damn one of them will attest to that fact. 

MAYOR BECKER : I'm not going to deny that John, but that was then and 
now's now. 

MR. NEWMAN: Yes, sir, well, right now....of course we think, right now, 
that this time would be ext:emely well spent if Mr. Cox, and the other 
representatives of the other municipalities that had been decided that we're 
going to meet and sit down and work it out, were sitting and working it out. 
That's exactly what I think and that's exactly what we want to do. 

MAYOR BECKER: I would like to think that is even applying to this meeting 
here this morning in some peculiar manner or other that there will be some 
good come out of this meeting this morning. 

MR. NEWMAN: Yes, sir, I think some will. 
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MAYOR BECKER: That might he lp  bring t h i s  th ing t o  r e so lu t i on  because 
l e t ' s  face it w e  have ta lked p r e t t y  p l a i n  here t h i s  morning t o  each o ther  
we couldn ' t  have done it any p l a ine r  and s t i l l  remain gentlemen a t  a l l ,  
you know, And y e t  w e  only have one l n t e r e s t  i n  mind and t h a t ' s  what 's  
good f o r  t he  Crty of San Antonio. I s n ' t  t h a t  cor rec t?  

MR. NEWMAN: Y e s  sir.  

MAYOR BECKER: Okay. 

REVEREND BLACK: M r .  Mayor, I ' d  l i k e  t o  j u s t  respond t o  some of t h e  
th ings  I ' v e  heard, Because I f e e l  t h a t  i n  a very r e a l  sense t he  only 
represen ta t ives  t h a t  t h e  consumers have a r e  here e i t h e r  i n  t he  Council 
o r  i n  t h e  t r u s t e e ,  a person who has an inc rease  i n  r a t e ,  has nobody t o  
p r o t e c t  t h e i r  i n t e r e s t  except  those persons t h a t  a r e  here.  It seems t o  
me t h a t  I would want a g r e a t e r  ~ u s t i f i c a t i o n  of 34,9. f o r  acceptance o the r  
than t he  f a c t  t h a t  a t  was recommended by t he  company t h a t ' s  holding it. 
P a r t i c u l a r l y  i f  t h e  parent  of t h a t  company has 2 2  mi l l ion  do l l a r s .  I 
mean I have t o  have, and i t ' s  hard f o r  m e  t o  understand how a dependent 
ch i l d  with a f a t h e r  with 2 2  mi l l ion  d o l l a r s  can be broke, you know, I 
don ' t  understand t h a t  concept. Maybe i t ' s  a buslness concept I am no t  
acguarnted with.  But i f  you a r e  r e l a t e d  and you have been supplying 
you say you ' re  broke and your f a t h e r ' s  go t  22 mrl l ion ,  i t  seems t o  m e  
t h a t  t h e r e ' s  some r e l a t i onsh ip  between what you have and what your f a t h e r  
has.  Now, i n  add i t ion  t o  t h a t  I r e a l i z e ,  i f  w e  simply receive  these ,  
where is t h i s  process going t o  s top .  I don ' t  know where t he  process of 
concession is going t o  s top  because I do th ink t h a t  when p a r t i e s  l i k e  
these  agree t h a t  it tends t o  a f f e c t  t h e  decis ions  of agencies.  I tend 
t o  respond t h a t  way when I th ink of people ou t  i n  t h e  community with 
drf ferences  and they have reached an agreement I tend t o  say w e l l  i f  
you've reached an agreement I ' m  not  going t o  make t h e  i s s u e  complex by 
examining your agreement. I ' m  going t o  say simply go r i g h t  on. I do 
think t h a t  it a f f e c t s  t he  agreement, I f  you ' re  going t o  have an agreement 
r t  seems t o  me  t h a t  i f  w e  a r e  going t o  t he  consumer w e  a r e  now recommend- 
i ng  t h a t  you assume an inc rease  i n  t h i s ,  and it seems t o  m e  t h a t  w e  do 
have an ob l iga t ion  t o  say t h i s  is a j u s t i f i a b l e  increase .  I have no way 
of resolving.  I have not  heard t h a t  i s s u e  discussed o t h e r  than t he  f a c t  
of t h e  point .  I ' v e  not  heard t he  i s s u e  resolved i n  terms of j u s t i f i c a t i o n .  

So I ' m  th lnking about t h e  78 d o l l a r  a month s en io r  c i t i z e n .  
When you inc rease  t h e i r  u t i l r t i e s  t h a t  they cannot r e a c t  to .  They cannot 
do without  t h a t .  You're going t o  impose some hardship on t h a t  c i t i z e n ,  
too. I ' m  a l s o  th inklng about t h e  whole process of where d id  w e  s t op ,  you 
know, where d id  w e  s t op  i n  t h r s  process,  where d id  we s top  i n  terms of . . . .  
I can v isualzze  another  occassion when w e  a r e  faced with another  winter  
and we're faced with another problem t h e  same and somewhere along t he  
l f n e  w e  can move t h i s  ou t s ide  of t he  a rea  of t he  a b i l i t y  of t h a t  78 d o l l a r  
a month s en io r  c i t i z e n  being ab le  t o  have any hea t  even i f  i t ' s  ava i l ab l e ,  
because they won't have capaci ty  t o  t ake  ca r e  of them. Now, my f ee l i ng  
is  t h a t  t he r e  i s  a r e spons ib i l i t y  on t h e  p a r t  of t h e  energy indust ry  t o  
reconc i le ,  to,  suppose we s a i d ,  a l l  r i g h t  w e  c a n ' t  take  t h i s  because 
t h i s  p r i c e  i s  too  high. I t h l r c  the  o i l  indus t ry  has t o  assume j u s t  a s  
much r e spons ib i l r t y  f o r  people being co ld  ou t  t he r e ,  a s  I have t o  assume 
a s  member of t he  Council. Now, somewhere along the  l i n e  our  system 
works on t h a t  way t h a t  i t ' s  no t  j u s t  one pa r ty  assuming r e spons ib i l i t y .  
And when you t a l k  about a company having 2 2  mi l l ion  d o l l a r s  and no t  
wanting t o  assume any responsrbf l i ty  and t he  person havfng 78 d o l l a r s  
a month having t o  assume the  major r e spons ib i l i t y  of t h e  inc rease  i t ' s  
very hard f o r  people t o  understand t h a t .  

Now, ay own f ee l i ng  f s ,  t h a t  i f  34.9  1s j u s t i f i a b l e  then I can 
support  t h a t  i n  t e r m s  of t h e  i s sues  involved then I don ' t  know how i t ' s  
going t o  be presented I ' m  not  acquainted with how you come t o  these  kinds 
of f igures .  But i f  i t  can be placed where people who a r e  consumers can 
understand it then I ' m  prepared t o  support  it. But I ' m  no t  prepared to  
support  i t ,  I ' m  no t  prepared t o  add t o  t h a t  sen io r  c i t i z e n ' s  b i l l  who 
makes $78 a month, without  any understanding of how you inc rease  these  
r a t e s .  Why cou ldn ' t  it be 7OC, why i s n ' t  f t  15C? Now, I don ' t  know, 
34.9C simply comes ou t  of t he  a i r  f o r  m e  and I th ink it would be t h e  
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same th ing  with a number of o t h e r  c i t i z e n s  i n  t h i s  community. They 
would simply say we committed ourse lves  tc an inc rease  i n  t h e i r  monthly 
r a t e  without represent ing  t h e i r  i n t e r e s t  and I do think t h a t  w e  have t he  
r e spons ib i l i t y  and t h e  only way I represen t  t h e i r  i n t e r e s t  is ,  t h a t  I 
make it su re  t h a t  they e s t a b l i s h  why t h i s  is  j u s t i f i a b l e .  That 's  t h e  
only way I can represent  t h e i r  i n t e r e s t ,  

MR. MATTHEWS: Reverend Black, t he  r a t e  making process before t h e  
commissioner is a s  w e l l  s tandardized.  The Commission is t h e r e  t o  
p ro t ec t  t he  publ ic  aga in s t  exhorbf tant  r a t e s .  Tha t ' s  what t h e i r . . . t h a t l s  
their duty.  Now we're i n  t h e  midst of developing a l l  of t h e  f a c t o r s  
t he r e  and t h a t ' s  t he  reason t h a t  I say w e  shouldn ' t  go o f f  half-cocked 
agreeing t o  a r a t e  u n t i l  we  g e t  a l l  t he  f a c t s  and t he  economics bf it, 
and be ab le  t o  say t h f s  i s  f a i r  and t h f s  i s  r i g h t ,  and t h i s  is  necessary 
i n  order  for t h i s  th ing t o  be operated s o  w e ' l l  g e t  t he  gas.  And t h a t ' s  
what we're working on over  t he r e  and we're working on it b e f o r e h h e  
Railroad Commission, a responsible  s t a t e  agency, and t h a t ' s  whdtd I th ink  
t h a t  i t  has t o  be worked ou t ,  and w e ' r e  working on i t  very hard and 
we're represent ing  t he  consumers, as  absolute ly  t o  t h e  be s t  of our 
a b i l i t i e s .  Now w e  have no p r ide  i n  what w e ' r e  doing. If somebody th inks  
t h a t  somebody can do a b e t t e r  job than we're doing i n  t h i s  proceeding, I 
c e r t a i n l y  would welcome t h e i r  a ss i s t ance .  Then I don ' t  know of any r a t e  
people t h a t  w e  can, wauld, could suggest but  i f  anybody th inks  they can 
g e t  some w e l l  w e  certainly would welcome t h e i r  col iabora t ion .  And so  tre 're 
t r y ing  t o  do t he  kind of job you want done. 

MR. MORTON : I don ' t  th ink we're ques t ioning t h a t  M r .  Matthews. L e t  
m e  ask you a s  f a r  a s  timing i s  concerned, a t  t h e  ou t s ide ,  assuming t h a t  
w e  would oppose t he  34.9 C r a t e ,  what a r e  w e  t a l k ing  about a s  an ou t s ide  
base f o r ,  r e so lu t ion  of a temporary r a t e  of t he  Railroad Commission. 

MR. MATTHEWS: W e l l  t h a t  I d o n ' t  know hecause t h e  timing i s  s o  
completely beyond t he  con t ro l  of San Antonro's a t torneys  o r  San Antonio's 
r epresen ta t ives ,  your Ci ty  Publ ic  Service Board, o r  your City Council, 
t h a t  t h e r e ' s  no use i n  my making a guess. 

MR. MORTON: W e l l ,  I mean a r e  w e  t a l k i n g  about f i v e  years ,  a r e  we 
t a lk ing  about f i v e  months? 

MR. MATTHEWS: I ' d  say no, something i n  t h a t  sense. 

MR. MORTON: Five months? 

MR. MATTHEWS: Well t h a t ' s  r i g h t  b u t  w e  th ink ,  I agree with M r .  Cox, 
t h a t  t h i s  th ing  ought t o  be expedited. W e  j u s t  have t o  g e t  over t he r e  
and work harder  and we've go t  t h e  main f ac to r  a l l  developed and we j u s t  
go t  t o  bare i n t o  it. And t h a t ' s  day and n igh t  work with us, I mean w e  
don ' t  even take  a weekend o f f  f r e e ,  you know. 

MR. MORTON: A l l  r i g h t ,  I d o n ' t  ques t ion  t h a t  a t  a l l ,  I know tha t . . . .  

MR. MATTHEWS: We're going t o  work on it.... 

MR. MORTON: W e l l  le*. m e  ask you t h i s .  Do you agree and I ' m  no t  
t r y ing  to . . . . I tm j u s t  t r y i n g  t o  g e t  a l l  t he  f a c t s  i n  my own mind, do 
you agree with M r .  Cox on t he  s tatement  t h a t  he made t h a t  he was no t  i n  
t he  pos i t i on  t o  buy gas w i t h  t h e  kind of r a t e s  t h a t  he now has i n  force? 

MR. MATTHEWS: I th ink t h a t  i s  exac t ly  co r r ec t .  

MR. MORTON: You do? Then he d o e s n ' t  have t h a t  arm and s o  then what 
w e ' r e  gofng t o  have t o  do, we're gofng t o  go ou t  and buy gas d i r e c t l y ,  
i s  t h a t  what we're r e a l l y  going t o  do? 

MR. MATTHEWS: Tha t ' s  what w e  a r e  aware of a t  t h e  same t i m e .  
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MR, MORTON : We're r e a l l y  saying, i f  i t  takes f i v e  months i t ' s  going 
t o  be impossible f o r  us t o , . . ,  

MR. MATTHEWS: I t  ought t o  be expedited and w e  have t r i e d  t o  do it 
and w e  haven' t  even go t . , . . to  f i r s t  base t o  expedite .  We've been t r y ing  
t o  expedi te ,  I % e  explained t h a t  t o  you... .  

MR. MORTON: Yes...,But what w e  a r e  saying then i s  r e a l l y  we're going 
t o  have ko r e l y  on our own d i r e c t  e f f o r t s  t o  buy gas,  r a t h e r  than looking 
60 them, 

MR. MATTMEWS: W e l l  w e  a r e  i n  p a r t ,  bu t  I th ink what M r .  Cox i s  doing, 
i f  pu t t i ng  f o r t h  e f f o r t ,  I th ink he i s  an ab l e  man, and a s  I s a i d  i n  
the  l e g a l  b r i e f i n g  conference, I th ink w e  ought t o  back him, and I thfnk 
w e  ought t o  do t he  th ings  necessary bu t  t h e  s i tuat ion. . . .Back him by 
saying w e ' B 1  do anything t h a t  h i s  lawyers and Coastal  S t a t e s  and Lo-Vaca 
come up with,  I don ' t  think t h a t ' s  t h e  way to  do it. 

MR. MORTON : I wouldn't suggest  t h a t ,  and I hope no one here  has go t t en  
t he  impression t h a t  we ' re . , , ,  

MR. MATTHEW$: W e l l ,  a l l  w e  say is we're  ready t o  go , w e ' r e  ready t o  
go i n t o  it. W e  tfarnk it ought t o  be expedited. W e  th ink  t h a t  the th ing  
ought t o  be resolved a s  quickly a s  poss ib le .  W e  want to  back W r .  Cox, 
and h i s  Bcrard of Directors, a man of experience. They a r e  OW only hope 
of g e t t i n g  something done here ,  s o  w e  ought t o  t r y  t o  u t i l i z e  t h e i r  
e f f o r t s  and do the  th ings  necessary t o  do so. But I d o n ' t  th ink t h a t  
t h a t  means g ive  it up, I th ink it means g e t t i n g  t o  work on what ought 
t o  be done. 

MR. MORTON : I don ' t . . . . I f  you mistook my l i n e  of quest ioning a few 
minutes ago, giving up anything, I was no t  t r y i n g  t o  go i n  t h a t  d i r ec t i on .  

MR. MATTIIEWS: W e l l ,  I d i d n ' t  s o  i n t e r p r e t  r t .  

MR. MORTON: Yes. 

MAYOR BECKERr W e l l ,  un less  the re  @s some new ideas ,  new thoughts,  
new inpu t ,  anybody have anything they 'd  l i k e  t o  say before we"conc1ude 
t he  hearing? Well, a l l  r i g h t .  

MR. COX: May I say t h ~ s ,  s i r ?  

MAYOR BECKER: Yes, sir. 

MR. COX: I apprecia te  t he  opportuni ty t o  come here  and p resen t  t h i s  
p i c t u r e  t o  t he  b e s t  t h a t  I can. I f e e l  t h a t  I have had a l o t  of s h o r t  
comings i n  present ing  it. But a t  l e a s t  I hope something f r u i t f u l  w i l l  
come of it. And I w i l l  say,  i n  c los ing ,  t h a t  I th ink M r .  Matthews and 
t he  Publ ic  Service Board, o r  any o t h e r  e n t i t y ,  a r e  no t  waiving any r i g h t  
t o  any recourse they may hat'-, Cer ta in ly ,  M r .  Matthews i n  h i s ,  a s  I 
have s a i d  previously,  i n  h i s  r e b u t t a l  case i f  he can be as convincing a s  
he needs t o  be and convinces t he  Railroad Commission of a d i f f e r e n t  
r a t e  than what we've asked for--mind you w e  have no t  asked f o r  t h i s  
a s  a permanent s a t e ,  w e  have asked f o r  t h i s  a s  a temporary r a t e  u n t i l  
f i n a l  adjudica t ion  i s  made by t he  Commission a f t e r  a l l  t h e  evidence 
is i n ,  and I w i l l  r epea t  again,  i f  t h a t  r a t e  is less what t h e  temporary 
r a t e  i s ,  w e  w i l l  make refunds. I th ink w e  presented a good r a t e  case ,  
and I th ink t h a t  a l l  we've g o t  l e f t  t o  do i s  t o  s tand on t h a t  unt i l  
the  Commission i s sues  an urder.  

I 

MR. MATTHEWS: I d o n ' t  want t o  end on a sour  note ,  M r .  Cox, bu t  
t he  testimony i n  t h i s  case a s  t o  r a t e  base i s  t e r r i b l y  i n f l a t e d ,  i n  my 
view, about t he  value of t h e i r  p rope r t i e s ,  I mean j u s t  between you 
and me.... I don ' t  th ink t h a t  t h a t  ought t o  d e t e r  us i n  coming t o  a 
conclusion. I th ink t h i s  temporary rate ought t o  be determined by 
'your need under these  circumstances, supplement t o  t h e  amount required 
t o  do a good job by you without  reference  t o  r a t e  making p r inc ip les .  
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This would be my approach t o  it, c u t  r i g h t  through t he  whole idea  about 
making a good o r  bad r a t e  case.  But t o  c u t  through it on a cash flow 
bas i s  n e c e s s ~ r y  f o r  you and your Board of Direc tors  i n  doing a jam o f f  
job on t h i s ,  a f t e r  Coastal  organizat ion had pu t  i n  t h e  maximum amount 
of funds of which they a r e  capable of pu t t i ng  i n  h e r e l a f t e r  a reasonable 
revaewmg study of i t  i s  made which would take  a few days on the 
da ta  w e  have here,  and i f  they come forward with adequate funds, not  
on a b a a s  of loaning them, where t h e  r a t e  payer pays them back wi th  
i n t e r e s t ;  bu t  on a c a p i t a l  con t r ibu t ion  ba s i s  t o  handle t h e  c a p i t a l  
items, t he  gather ing  l i n e s ,  t he  t reatment  p l a n t ,  and t h e  revolving 
fund of a good many mi l l ions  of d o l l a r s ,  with a purchase f o r  advanced 
payments on gas which you have t o  make t o  meet t h e  p resen t  competition 
and buy gas ,  

MR, COX: W e  know t h a t ,  

MR. MATTHEWS: And you have t o  have t h a t  money, and our  approach, 
and t he  one t h a t  I t a lked  t o  you about, a s  you w i l l  say,  i s  t h e  p r a c t i c a l  
approach i n  your g e t t i n g  t h e  job done, and no t  t h e  t echn ica l  approach 
i n  who made a good r a t e  case,  and pu t  t h i s  i n  e f f e c t  f o r  a t r i a l  period 
and then review it on r a t e  making p r i n c i p l e s ,  And f th ink t h a t ' s  a 
l o t  b e t t e r  plan than one of saying w e  want t o  have t he  Commission.... 
The Commissaon i s  going t o  be p r e t t y  slow, I ' m  a f r a i d ,  about determining 
these  r a t e s ,  because I ' v e  never known a r a t e  case t h a t ' s  submitted t o  
the Commission f o r  o u t r i g h t  decis ion ,  t h a t  i t  d i d n ' t  take  a long t i m e .  
And another thing.  You have t he  prospects  of some of these  400 
customers appealing and s o  f o r t h ,  So I th ink t h a t  t h e  program t h a t  w e  
suggested i n  t he  memorandum t o  you, we've mentioned eleven t h ings  i n  
t h a t  memorandum, and I be l i eve  t h a t  memorandum has been he lp fu l  t o  you 
because you've done a l o t  of the  th ings  i n  it. 

MR. COX: That memorandum has been he lp fu l  t o  m e ,  M r .  Matthews, j u s t  
a s  I t o l d  you i n  Austin,  Texas, t h a t  I thought t h a t  was t he  d i r t i e s t ,  
lowest t r i c k  I ' v e  ever  seen pul led .  

MR. MATTHEWS : W e l l ,  i t ' s  a funny th ing ,  you've done near ly  everything 
i n  i t  t o  some ex ten t .  

MR. COX: There 's  one th ing  I haven' t  done and t h i s  i s  what 's  bothering 
y n f  you would g e t  Oscar Wyatt you could se t t le  t h i s  case.  I ' l l  
make it t h a t  c lean  c u t  and c l e a r .  

MR. MATTHEWS: I ' m  no t  t a l k ing  about Oscar Wyatt a t  a l l ,  him, o r  
anybody else. 

MR. COX: Oscar Wyatt and your antaganism is running you people crazy. 

MR. NEWMAN: Not r e a l l y ,  M r .  Cox. 

MR. MATTHEWS : M r .  Cox, you're  e n t i r e l y  wrong about t h a t .  

MR. NEWMAN: No, no t  r e a l l y ,  we've known him a long t i m e ,  h e l l ,  I 
knew him when he was with... .  

MR. COX: And you s a i d  i n  your th ing ,  t h e  paper, t h a t  I was a t o o l  
of Oscar Wyatt. I t  was on t h e  f r o n t  page of t h e  San Antonio Express. 

MR. MATTHEWS: Who s a i d  t ha t ?  

MR. COX: I t  was on t h e  f r o n t  page. . , .get  t h e  San Antonio Express. 

MR. MATTHEWS: W e l l ,  t u rn  it over t o  t he  newspaper r epo r t e r s  on t h a t .  

MR. NEWMAN: We d i d n ' t  say t h a t .  

MR. COX: And I ' v e  found a l o t  of o the r  th ings  i n  t he r e  t h a t  your 
San Antonio paper has s a i d ,  t h a t  I have puddle v i s i on ,  I f  I 've  go t  
puddle v i s ion  i t ' s  because you people a r e  s tanding a t  t he  end of t h e  
puddle and I c a n ' t  see out .  
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MR. MATTHEWS : W e l l ,  I don ' t  think t h a t  you ought t o  ge t ,  I don ' t  
th ink t h a t  you ought t o  s t a r t  these  personal a t t a c k s  on t he  grounds 
on what appears i n  t he  newspapers. 

MR. COX: I ' m  only defending on what has been s a i d  about m e  i n  t h e  
p ress  and people over here i n  San Antonio.,,.now a l l . . , .  

MR. BERG: Can w e  g e t  back t o  t h i s  n i ce  good atmosphere w e  had where 
w e  s a i d  t h e  cou r t s  were going t o  settle the  b a s i c  con t r ac t s  and o t h e r  
th ings  w i l l  be presented by the Railroad Commission and o u t  of it w i l l  
come the  proper r a t e  whether i t ' s  26C o r  29C o r  22C o r  whatever. The 
Railroad Comnussion i s  going t o  se t t l e  it, weke going t o  g e t  gas,  and 
we're going t o  g e t  o u t  of a job. I s n ' t  t h a t  what w e  agreed t o  do? W e  
w e r e  no t  going t o  set t le  t he  p r i c e  here? 

MR. COX: No, bu t  M r .  Matthews s a i d  he th inks  our r a t e  case  i s  
overs ta ted .  Mow the  f a c t s  a r e ,  they 've  had access  t o  these  books f o r  
s i x t y  days o r  b e t t e r . . , .  

MR. MATTHEWS: The only reason I say it is,  we've gone &nto  it and 
>wet l i ink i t1s  exhorbi tant ,  w e ' l l  pu t  on t h e  evidence t o  show it is. 

MR. COX: That ' s  what I ' m  asking you to  do. Go pu t  t h a t  r e b u t t a l  case 
on. 

MR. MATTHEWS: That" r i g h t ,  

MR. COX: And i f  it comes ou t  a cen t  and a h a l f ,  I guess w e ' l l  have 
to-live with it u n t i l  w e  go broke, which w i l l  be t h e  next  day, bu t  
t h a t . . . . I  want you t o  put  t h a t  r e b u t t a l  case on, 

MR. MATTHEWS: I don ' t  th ink t h a t  you have been l i s t e n i n g  t o  what I 
s a i d  about temporary r a t e .  I s a i d  it ought t o  be done without  reference  
t o  these  mat ters ,  and t o  meet the requirements t h a t  you have on a 
temporary...,on a ,  I don ' t  mean temporary, I mean a year  o r  two years ,  
and it ought t o  be adequate with the  provision t h a t  the r a t e s  would be 
reviewed.... 

MR. COX: You and I have walked up and down t h a t  t r a i l  s o  t h a t  t he  
-5 s o  deep, t h a t  you and me, n e i t h e r  one of us, can see o u t  the 
top of i t ,  

MR, MATTHEWS: Tha t ' s  r i g h t ,  but.. . .but I th ink what I propose t o  
be done quickly., . .whether what you propose would be done.... 

MR. COX: I ' m  go$ng t o  s t and  on t h e  rate t h a t  w e  have submitted 
before t h e  Railroad Commission u n t i l  you can p resen t  a b e t t e r  r e b u t t a l  
case,  b u t  t h e  le t te r  you r e f e r r ed  t o  about m e ,  t h a t  you th ink w a s  
he lp fu l ,  I want it t o  be c r y s t a l  c l e a r ,  what I s a i d  t o  your people i n  
t h a t  meeting when I had no t  seen t h a t  le t ter ,  and I ' l l  r e p e a t , t h a t  
I was su rpr i sed  t h a t  lawyer* t h e  c a l i b e r  t h a t  wrote t h a t  le t ter  would 
s toop f o r  what they d id .  

MR. MATTHEWS: Now, l e t ' s  see what t h a t  le t ter  says.  

MR. COX: Read it, I ' m  not .  I ' m  t a l k i n g  about t he  way you handled it. 

MR. MATTHEWS: Now, l e t ' s  j u s t  t a l k  about what ' s  i n  t h e  let ter .  

MR. COX: You had it on t h e  f r o n t  page of t he  San Antonio Express 
before I ever  saw it. 

MR. MATTHEWS: Okay. 

MR. COX: And you t o l d  m e  it was leaked, and I t o l d  you t h a t  you were 
the  author ,  and it was i n  your hands, u n t i l  you gave it t o  t he  San 
Antonio Express. Then you simply mailed it on Friday. 
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MR. MATTHEWS: I don ' t  know how...I don ' t  know how the  newspapers 
g e t  these  th ings ,  bu t  t h i s  i s  a  pub l ic  letter.  

MR. COX: I know how they go t  it. You gave it t o  them. 

MR. MATTHEWS: I th ink ,  I th ink t h a t  anything t h a t ' s  a  publ ic  mat ter ,  
and t h i s  is s e n t  ou t  t o  a l l  the members of t h e  Board, and to  t h e  Mayor, 
t o  review before it goes out .  I t 's  reviewed by s t a f f ,  and people,  t he  
idea  go t  ou t  t o  t h e  newspapers, i f  you r e sen t  t h a t ,  you ' re  going t o  
have t o  run up a  l i t t l e  t h i cke r  sk in  t o  handle t h i s  th ing.  

MR. COX: I ' v e  go t  the t h i c k e s t  sk in  i n  t he  country.  

MR. MATTHEWS: W e l l ,  s o  what 's  t he r e  t o  worry about? 

MR. COX: I ' m  no t  going to. . . .I1m no t  going t o  l e t  you make a  dunce 
-me by t e l l i n g  me you didn ' t leak t h a t  t o  t he  newspapers. . . .And 
I ' l l  t e l l  you one thing... .  

MR. MATTHEWS: That I did? 

MR. COX: Your group was the  author .  

MR. MATTHEWS : W e l l  t h a t ' s  t he  Mayor, he i s  a  member of t h e  Board, 
and t h e r e ' s  four  o t h e r  members of t he  Board and they a l l  have s t a f f  
people,  and how these  th ings  g e t  o u t ,  I don ' t  know. 

MR. COX: you s a i d  you mailed it t o  me on Friday and I should have had 
i t  on Saturday. I t o l d  you t h a t ,  you know a s  w e l l  a s  I do t h a t  o f f i c e s  
a r e  no t  open on Saturday. 

MR. MATTHEWS: W e l l  I know you ' re  upset about t h a t  but  I r e a l l y  don ' t  
th ink you should be. 

MAYOR BECKER: I t ' s  a  funny th ing ,  Wilbur, t h a t  anything t h a t ' s  s a i d  
about m e  o r  any of our  people, o r  anybody t h a t ' s  a l igned with m e  i n  t h i s  
s i t u a t i o n , i s  always something r e a l l y  unimportant. I f  anything i s  s a i d  
about anybody e l s e , t h o u g h , i t ' s  always highly bold. 

MR. COX: I d i d n ' t  say it was nothing important,  I j u s t  s a i d  t h a t  I 
-..the po in t .  ... 
MAYOR BECKER: I made a  s tatement  e a r l i e r  and t h e  reason I made it 
1s f o r  one reason, when I s a i d  I lack t h e  confidence, and what I mean 
by t h a t  s tatement  i s  simply t h i s .  Of t he  wi l l ingness ,  of t he  wi l l ingness  
on your p a r t  a s  much a s  anybody's t o  settle t h i s  th ing i n . . . . i n . . . .  

MR. COX: I ' v e  been t r y ing  f o r  two weeks t o  g e t  some.... 

MAYOR BECKER: I n  some amicable.... 

MR. COX: And w e  haven ' t  had it y e t  except here  today i n  a  pub l ic  
atmosphere.. . . 
MAYOR BECKER: I n  some amicable, workable, fashion t h a t  w i l l  permit 
t h i s  Ci ty  t o  have gas t h i s  winter .  Now, whether i t  makes you look 
good o r  look bad, o r  whether it makes me look good o r  look bad is r e a l l y  
beside t h e  po in t  any more. That is no longer  important t o  t h i s  i s sue .  
I t ' s  no t  even germane t o  ~ t .  

MR. MATTHEWS: What i s ?  

MAYOR BECKER: Whether w e  look good o r  look bad a t  t h i s  po in t  
because winter  i s  here  and by God, i t ' s  going t o  be cold and when t he  
gas i s n ' t  ava i l ab l e  and t he  energy i s n ' t  a v a i l a b l e  I j u s t  want t h e  
pub l ic  t o  remember t h a t  we have t r i e d  our  b e s t ,  t o  b r ing  about and 
i n i t i a t e  some type ac t i on  t h a t  would prevent  anybody from going co ld  
t h i s  winter .  
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MR, MATTHEWS: That 's  r i g h t .  And I ' m  t a l k ing  about t h e  procedure 
t h a t  I suggested two weeks ago and w e  haven ' t  had a conference on i t  
y e t ,  and I think w e  ought t o  have one , , . ,  

MR. COX: And I want t o  make it c r y s t a l  c l e a r  again,  you conditioned 
w o n  the f a c t  t h a t  I ' v e  asked the Commission t o  recess t h a t  r a t e  
hearing and I ' m  no t  going t o  do this. 

MR, MATTHEWS: W e l l ,  wa i t  a minute, M r .  Cox. You s a i d ,  "Then le t ' s  
wa i t  ti1 t h e  c ro s s  examination is over  and w e  have t h e  recess and w e  
can g e t  a t  it then",and I said,"Well I suppose t h a t ' s  the b e s t  w e  can do". 
And then it was recessed a week ago and w e  haven' t  heard from-you ye t .  

MR, COX: But t he  next  day you came t o  m e  i n  Austin and s a i d ,  
" ~ o u ' v e  backed up on your proposi t ion  and you won't t a l k  se t t l ement  
because you won't recess t h i s  hearing",  And I s a i d , "  I haven ' t  
backed up." 

MR. MATTHEWS : I t o l d  you t h a t ,  " W e l l  i f  t ha t "  the b e s t  w e  can do". 
And then I ta lked  t o  M r .  Weldentall  and M r ,  Weldentall  walked up t o  m e  
when t h e  t h ing  was closed over t h e r e  and s a fd ,  "We're going t o  s e t  up 
t h i s  meeting i n  a day o r  two", and he walked ou t  and I haven ' t  heard 
from hzsn s i nce ,  o r  you e i t h e r .  Now t he r e  i s n ' t  any ques t ion  t h a t  what 
I ' m  saying is c o r r e c t  and I have witnesses t o  it t h a t  were s tanding by. 
I ' v e  forgot ten  who they w e r e  but  I ' l l  remember. I t ' s  some of t he  o the r  
lawyers. W e l l ,  one of them was Frank Dennius and I ' v e  forgot ten  some 
o the r s .  

MR, COX: W e  a r e  j u s t  wearing out.. . .  

MR. MATTHEWS : That" r i g h t  bu t  t he  po in t  is t h a t  I say t h a t  the way 
t o  go about g e t t i n g  use of immediate r e l i e f  on t h i s  r a t e  t h ing  i s  the 
process,  a s  I say,  c u t  r i g h t  through a l l  t h e  t e c h n i c a l i t i e s . , . .  

MR. BERG: Can I make a suggest ion t h a t  s ince  we've discussed a l l  t h i s  
now, M r .  Cox, Mr. Matthews, together ,  I make a motion w e  adjourn the 
meeting, and t h a t  w e  proceed from t h a t  po in t .  Because I th ink w e ' r e  
j u s t  beat ing  t h e  same horse over  and over and over again,  and we're not  
g e t t i n g  anywhere. 

MAYOR BECKER: Tom, I ' m  no t  d isagreeing with t h a t ,  bu t  I ' d  j u s t  l i k e  
t o  know j u s t  a s  a p a r t i c i p a n t  i n  t h i s  s i t u a t i o n  t h i s  morning.... 

MR. BERG: Actively g e t  together  r i g h t  away,. . . 
MAYOR BECKER: When can w e  look forward t o  t he  Ci ty  Public  Service 
Board, t he  Lo-Vaca Gas Gathering people, and whoever t h e  powers t h a t  be 
on t h e  Railroad Commfssion, t o  s i t  down and give some kind of a r e l i e f  
s o  t h a t  w e  can g e t  on with t h e  acqu i s i t i on  of gas? When can w e  look 
forward t o  t h a t ?  

MR. BERG: Is it reasonable t o  say t h a t ,  can w e  have a week o r  more 
than a week, is t h a t  f a i r ?  

MAYOR BECKER: I d o n ' t  know, I ' m  j u s t  asking you.... 

----- discuss ion among CPSB---- 

MR, MATTHEWS, Now, M r  COX, whenever you're  ready t o  t a l k  bo the 
represen ta t ives  and cus toaers  on t h i s .  We've been s i t t i n g  by waft ing 
t o  t a l k  t o  you. We've been wondering why w e  d i d n ' t  hear  from you. We've 
been consifdering a c u t  t o  t h i s  th ing t h a t  I discussed w i t h  you t h a t  w e  
s t op  t a lk lng  about a l l  the  t e c h n i c a l i t i e s  and go t o  t he  very guts  of t h e  
th ings ;  what do you need? and what can Coastal  pu t  i n?  and then how 
much have the customers go t  t o  come up with? We've s a i d  when w e  g e t  t o  
t h a t  po in t ,  because we're going t o  agree t o  a rate to  customers, and I 
sa fd  a t  t he  hearing and I was quoted on it, t h a t  t h i s  i s  a two way th ing 
it i s n ' t  a one way thing.  I t ' s  Coastal  pu t t i ng  money i n t o  it t o  t h e  
ex t en t  of i t s  a b i l i t y  t o  do so. I ' m  no t  asking you t h a t  they be required  
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t o  do something they c a n ' t  do. Then I say t h e  customers ought t o  come 
up wlth t h e  rest of it and p u t  you, n o t  weeks from now, n o t  months from 
now, b u t  a s  immed~ate ly  a s  p o s s i b l e  i n  a p o s i t i o n  t o  go forward wi th  the 
a c q u i s i t i o n  of gas.  Now, i f  I ' m  wrong about t h a t  I wish somebody would 
t e l l  m e  laow I ' v e  g o t t e n  wrong. 

MAYOR BECKER: Wilbur, you've asked him the  question. Now w i l l  you 
permit him t o  answer i t ?  "When can you meet with me?" 

MR. COX: I can ar range  a meeting n e x t  week. M r .  Matthews, I want 
to t h i s  c r y s t a l  c l e a r .  Every t i m e  you've d iscussed  with m e ,  you 
want t o  know what C o a s t a l ' s  going t o  p u t  i n ,  

MR. MATTHEWS: T h a t ' s  r i g h t , .  . . 
MR. COX: - I have no a u t h o r i t y ,  I have nothing t o  do wi th  Coastal .  

MR. MATTHEWS: Well, let 's  j u s t  have them i n  t h e r e ,  They know what 
we're t a l k i n g  about. W e  c r o s s  examined everyone of t h e i r  wi tnesses  and 
demanded the  proauct ion f i g u r e s ,  of  what they can p u t  i n ,  and they know 
what they expect ,  and they 've  known it f o r  two weeks, t h a t ' s  one of  t h e  
main t o p i c s  w e  worked on on c r o s s  examination. You c a n ' t  read th i s , . . .  
anybody t h a t  wants t o  can read t h i s  record,  i t ' s  going t o  be about f i v e  
o r  s i x  v o 1 m . s  and they won't f i n d  more than  t e n  pages, and they won't  
have t o  go through any pages o t h e r  than t h e  t e n  t o  f i n d  what w e  want 
t o  know, What Coas ta l  can and should p u t  i n , f s  a b l e  t o  p u t  i n ?  and then  
we're going t o  do t h e  rest. 

MAYOR BECKER: A 1 1  r i g h t ,  now, Wilbur, le t ' s  j u s t  assume t h a t  every 
th ing  you s a y . l s  c o r r e c t  and i n  o r d e r , . . .  

MR. MATTHEWS: But you can assume it because it is... .  

MAYOR BECfCqR: A l l  r i g h t ,  b u t  l e t ' s  j u s t  assume it. I ' d  r a t h e r  j u s t  
assume it. You can assume it any way you want to ,give me a t  leas t  the  
p re roga t ive  of  assuming it any way I want t o .  What i f  they d o n ' t  p u t  
anythrng in?  What i f  i n  a l l  your ascer tainment  and d e s i r e s  and fu l l . . . .  

MR. MATTHEWS : W e ' l l  ask t h e  Rai l road  Commission t o  condi t ion  t h e i r  
o rde r  on t h e n . . . .  

MAYOR BECKER: A l l  r i g h t ,  what i f  you c a n ' t  make them p u t  anything 
i n ?  Then where are w e  and what happens precendent o r  subsequent to  
t h a t  with r e s p e c t  to  g e t t i n g  gas f o r  t h i s  Ci ty? And that:s t h e  only 
th ing  t h a t  I ' m  i n t e r e s t e d  i n .  

MR. MATTHEWS: What you ' r e  t a l k i n g  about now is, t h a t  w e  should 
assume w e  should n o t  t r y  t o  g e t  those... .  

MAYOR BECKER: I have never once s a i d  tha t . . . .  

MR. MATTBEWS : W e l l ,  you say  now, i f  they  won't ,  what w i l l  w e  do? 

MAYOR BECKER: Now l i s t e n ,  Wilbur. I want t o  t e l l  you something. You 
came t o  t h e  r i g h t  p lace  i f  you want t o  g e t  i n t o  a shout ing  match 
w i t h  somebody because I ' m  p r e t t y  damn q u a l i f i e d  and capable  of  i t  myself. 

MR, MATTHEWS: A what? 

MAYOR BECKER: A shout ing  match. But l e t  me tel l  you something. 
Now j u s t  a minute, l e t  m e  te l l  you something. What i f  they  d o n ' t  p u t  
anything i n  and what i f  the Rai lroad Commission c a n ' t  f o r c e  them? 
And what i f  it would t ake  t e n  years  f o r  t h f s  Court t o  make them and 
a l l  t h e  rest of it, where does t h a t  l eave  us t h f s  winter?  

MR. MATTHEWS: W e l l ,  of course,  t h e  rate payer ... would come up with 
the  whole b i l l .  

MAYOR BECKER: Tha t ' s  a l l  I wanted t o  know. What's t h a t ?  
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MR. MATTHEWS : The r a t e  payer  would then  have to  come up wi th  the. . . .  

MAYOR BECKER: H a s  it ever  occured t o  you t h a t  t h e  r a t e  payer might 
be w i l l i n g  t o  do t h a t  r a t h e r  than f r e e z e  t o  dea th  t h i s  winter?  

MR. MATTHEWS: W e l l ,  yeah, they might be w i l l i n g  till they g o t  t h e i r  
b i l l s .  

MAYOR BECKER: The h e l l  wi th  that.... 

MR. MATTHEWS: What? 

MAYOR BECKER: They 're  paying more f o r  everyth ing  t h a t  t h e y ' r e  
touching these  days,  unfor tunate ly  i t ' s  a f a c t  of l i f e .  

MR. MATTHEWS: A l l  I ' m  t a l k i n g  about  i s  t r y i n g  t o  save,  i f  w e  can do 
it wi thout  s lopping  over .  

MAYOR BECKER: You d o n ' t  have fo rever  t o  f i n i s h  it though. You d o n ' t  
have forever  t o  a r r i v e  a t  t h a t  poin t . .  .. 
MR. MATTHEWS: ....p e n a l i z e  t h e  rate payer t o  any amount.... 

MAYOR BECKER: Do you have fo rever  t o  f i g u r e  o u t  how t o  handle it 
between now and winter?  How many weeks are t h e r e  l e f t ?  

MR. NEWMAN: My approach t o  it would be t h e  one I s t a t e d  and it 
c e r t a i n l y  could be determined i n  a few days i f  you had everybody i n  
t h e r e  t a l k 1  ng . 
MAYOR BECKER: Sure,  i f  everybody agreed with you. But what i f  they 
d o n ' t  a l l  agree with you? 

MR. NEWMAN: Well, w e  could g e t  i n  t h e r e  and f i n d  o u t  what w e  could 
agree t o  i f  we could e v e r  g e t  toge the r . . . .  

MAYOR BECKER: Good Lord, you know t h e r e  a r e  two s i d e s  t o  every ques t ion .  
There a r e  two s i d e s  t o  everything. . . .  

MR. NEWMAN: I want t o  j u s t  say  one t h i n g .  We can have one a t t i t u d e  
a s  M r .  cox knows it. Funny t h a t  w e  i n  San Antonio are always picked o u t  
t o  be f i r s t ,  b u t  I ' l l  j u s t  say t h i s .  That i f  you g e t  t h e  rest of them 
and you s i t  them down i n  t h e  same shape t h a t  we're s i t t i n g  down he re  
you might n o t  have confidence i n  them e i t h e r .  But t o o  bad a l o t  of them, 
and it inc ludes  Penzoi l ,  Bob,you see, t h a t  inc ludes  Lone S t a r ,  t h e y ' r e  
i n  t h e  business .  

MAYOR BECXER: Where does t h a t  b r i n g  a reasonable s o l u t i o n  t o  t h i s  
thing,though, a s  f a r  a s  t h e  average guy o u t  here  t h a t ' s  wa i t ing  f o r  t h e  
gas to  come through t h a t  l i n e  t h i s  winter?  

MR. NEWMW: - I th ink  i t  leads  us e x a c t l y  a t  t h e  p o i n t  where w e  were, 
a n d s ,  t h a t  i t  i s  abso lu te ly  necessary t o  s i t  down and see what 
can be worked ou t .  

MAYOR BECKER: You know t h e  t r o u b l e  wi th  wars is ,  t h a t  t h e  guys t h a t  
cause them never go t o  them. The guys t h a t  a r e  leading  t h e  armies are 
usua l ly  l i v i n g  i n  f i n e  h o t e l s .  They're ha rd ly  eve r  sub jec ted  t o  t h e  
discomfortures  t h a t  t h e  average G . I .  i n  t h e  t renches ,or  whoever it i s  
t h a t ' s  r e a l l y  the  combatant, and t h i s  s i t u a t i o n  reminds m e  exac t ly  o f  
t h a t .  W e  are a c t i n g  a s  i f  w e  were t h e  diplomats  between North V i e t -  
namesse And t h e  United S t a t e s  f o r c e s  and a l l  t h a t  business .  Those guys 
l i v e d  i n  P a r i s  f o r  four  years  o r  something before  they even f i n a l l y  g o t  
around t o  f i g u r i n g  o u t  how they were going t o  s i t  around t h e  t a b l e .  I 
t h i n k  they would have come t o  t h a t  determinat ion a l o t  qu icker  had they 
been over  t h e r e  i n  those  jungles ca tching  d ry  r o t  and everyth ing  else 
with a l l  t he  rest of those  poor d e v i l s .  

MR. NEWMAN: W e  g e t  co ld  too ,  Char l ie . . . . I  g e t  j u s t  a s  cold... .  
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MAYOR BECKER: Of course you do, 

MR. MATTHEWS: W e  are n o t  f u s s i n g  about how t o  s i t  a t  t h e  t a b l e .  
We're f u s s i n g  about even g e t t i n g  t o  t h e  t a b l e  a t  a l l  and w e  assumed t h a t  
w e  would be,  and w e  haven ' t  been.... 

MR. BERG: - Did you answer t h e  question,When M r .  Cox and M r .  Matthews 
are going t o  g e t  together?  I asked t h a t  a long t i m e  ago with a motion. 

MR, COX: I want t o  make t h f s  again c r y s t a l  c l e a r .  I ' m  w i l l i n g  t o  
m n  and t a l k  wi th  a l l  the  group t h a t  wants t o  t a l k  and t h a t ' s  f i v e  
of us. But I a l s o  want t o  make t h i s  f u r t h e r  c r y s t a l  c l e a r ,  t h a t  i f  
M r ,  Matthews i s  going t o  p r e d i c a t e  h i s  meeting on what I ' m  going t o  
drag o u t  of Oscar Wyatt and Lo-Vaca, t h e r e ' s  no need t o  have any meeting. 

MR, NEWMAN: How about having him the re?  

MR. MATTHEWS: W e  want C o a s t a l ' s  r e p r e s e n t a t i v e s . . . .  

MR. NEWMAN : Why n o t  have Oscar the re?  

MR. MATTHEWS: Present  t o  say what t h e y ' l l  do. W e  a r e  n o t  ask ing  you 
t o  drag  it o u t ,  w e  a r e  asking . . . .  

MR. NEWMAN : We've g o t  a problem, s o  has  he. Why n o t  ask him i n  on i t ?  

MR. BERG: Do you understand why they wanted t o  have someone from 
Coas ta l  the re?  

MAYOR BECKER: Have them a l l  t h e r e ,  I d o n ' t  ca re .  

MR. BERG: I t  has been concerned that t h e  th ing  has  been cleaned o u t  
of  phys ica l  a s s e t s  and t h e r e f o r e  l e f t  t h e r e ,  and they  a r e  going t o  have 
t o  ques t ion ,  "Hey, you guys have g o t  to  p u t  something i n  t h e  till t o  
make Lo-Vaca pu l l2"  

MAYOR BECKER: Okay, what i f  they sayIwNo:"? Then what a r e  w e  a l l  
supposed t o  do, f r e e z e  t o  dea th  t h f s  winter?  

MR. MATTHEWS: No, they w i l l  g ive  you a good high r a t e ,  and t ake  it 
o u t  of  t h e  r a t e  payer ' s  h ide  and r e l i e v e  Oscar Wyatt 's  o u t f i t  of bear ing  
t h e i r  f a i r  share.  I suppose t h a t ' s  what would be t h e  r e s u l t .  

MAYOR BECKER: I d o n ' t  know.,..What i f  they  d o n ' t  want t o  do it, a r e  
w e  supposed t o  f r e e z e  t o  dea th  t h f s  winter?  Tha t ' s  t h e  ques t ion .  

MR. MATTHEWS: No, no, we're going t o  g ive  Oscar h i s  pound of  f l e s h  
t o  keep you from f r e e z i n g  t o  dea th .  

MAYOR BECKER: I ' m  n o t  ask ing  you t o  do t h a t .  I ' m  merely asking  t h e  
ques t ion .  

MR. MATTHEWS: What we need i s  t o  g e t  t h e  paper t o g e t h e r ,  t h a t  h a s  
t h e  complete f a c t s  i n  it, and have some a u t h o r i t y  t o  d i scuss  i t  and see 
what w e  can come up wi th ,  and t h e  i d e a  t h a t  i f  w e  f a i l  what w e  are going 
t o  do I d o n ' t  t h ink  ought t o  be t h e  f i r s t  o r d e r  of bus iness .  I t h i n k  
w e  ought t o  f i r s t  have a d i scuss ion  t o  s e e  what happens. 

MR. NEWMAN : You know, M r .  Cox, I d o n ' t  be l i eve  it would be an 
unreasonab'le r eques t  i f ,  I know t h a t  t h e  people over  t h e r e  f n  Tennessee 
t h a t  I know r e a l  w e l l  know you r e a l  w e l l  and I know t h e  boys over  t h e r e  
a t  Channel a l s o  and they a l l  speak h ighly  of  you; I don ' t  b e l i e v e  
it would be u n f a i r  t o  ask you i f  you would, p r i o r  t o  t h e  meeting, it 
won't t ake  long,  review e x a c t l y  what t r a n s p i r e d  between Channel I n d u s t r i e s ,  
and Tennessee G a s  and Transmission Company and t h e  Rai l road Commission 
most r e c e n t l y ,  would i t ?  

MR. COX: I 'd  be happy to .  
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MR. NEWMAN: A l l  r i g h t .  In  o the r  words, i f  we've go t  a... .  

MR. COX: But, I ' l l  p red ica te  my reason t o  do that--what would it do 
me  g e t  some gas t o  so lve  t h i s  problem? 

MR. NEWMAN: I unde r s t and , . , . . I ' l l  t e l l  you something. They're 
g e t t i n g  gas.  You understand? A l l  I ' m  saying is ,  t h i s  i s  exac t ly  what 
they d id ,  they go t  through, they a r e  o u t  doing it. You know they ' r e  
involved i n  t h a t  l i n e  with t he  Houston Natural  i n  West Texas. 

MR. COX: Your concern was t o  give Oscar back to  t h i s  company. 

MR. BERG: Five years  from now he g e t s  back t o  a hea l t h  company. 

MR. COX: A l l  r i g h t ,  bu t  i f  M r .  Wyatt g e t s  t h i s  heal thy company 
b a F k d e r  terms of t h i s  Court  order ,  you've go t  no problem wi th  your 
l i g h t s  not  burning and your f i r e s  no t  burning i n  your house. 

MR. MATTHEWS: Yeah, t h a t ' s  t he  idea.  H e ' s  go t  our  t a i l  i n  h i s  
crack so  w e  have t o  pay him o f f . . . .  

MR. BERG: Can ' t  d isagree  with you, 

MR. MATTHEWS : - That ' s  how simple, t h a t  t h e  argument t h a t  they make.... 

MR. COX: Tha t ' s  what t he  Court has i n s t ruc t ed  m e  t o  do. Can ' t  
d isagree  with t h a t .  

MR. MATTHEWS: Tha t ' s  r i g h t .  

MR. COX: I w f l l  do my bes t . . , .  

MR. MATTHEWS: I d o n ' t  th ink we've helped our  case  about g e t t i n g  
money o u t  of Coasta l  S t a t e s  with t h e  argument t h a t  has taken place  
here  today. 

MR. COX: I ' l l  ask M r ,  Wyatt himself.  I f  he doesn ' t  come, what w i l l  
w e  do From there?  

MEETING ADJOURNED 

September 7,  1973 
l k  




