UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

Before The Atomic Safety And Licensing Board

In the Matter of
HOUSTON LIGHTING AND POWER CO., et al
(South Texas Project, Units 1 and 2)

Docket Nos. 50-498A |
50-499A ‘

Docket Nos. 50~445A
50-446A

TEXAS UTILITIES GENERATING COMPANY,
(Comanche Peak Steam Electric Station,

)
)
)
)
)
)
Units 1 and 2) )

SECOND SET OF INTERROGATORIES AND REQUESTS FOR
PRODUCTION OF DOCUMENTS ADDRESSED TO CENTRAL AND SOUTH WEST
CORPORATION BY THE PUBLIC UTIUITIES BOARD OF THE
CITY OF BROWNSVILLE, TEXAS
The Public Utilities Board of the City of Brownsville,
Texas ("Brownsville" or "PUB") hereby submits additional
interrogatories and requests for production of documents to
Central and South West Corporation ("C&SW") and its sub=-
sidiacies.
1. With respect to each document noted on Attachment A
please respond to the following gquestions:
a. 1Is the document now in the files of CaSw? If
s0, please produce all documents in the file in
which the document is located.
b. If the document is not in CaSW's files, has
it ever been in these files? If so, please produce
all documents in the file in which the document is
located.
Coe (1) If the document is not now is C&SW's files
and once was, please describe what happened to
the document (lost, destroyed, etc.) and the

date when it ceased to be in the files.
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(ii) Describe all CsSW policies relating to
maintenance of files and other records,
including policies pursuant to which the docu=-
ment 1s no longer in the files, and provide
copies of all such written policies.
(1ii) 1Identify all persons in any way respon=
sible for removing, destroying, etc., the docu~
ment.
d. Describe all CiSW policies for maintenance of files
and other records in effect as of the date of the docu~-

ment, and provide copies of all such written policies.

e, Has the document been produced to any party in this
or any related proceeding? 1Identify each such occasion,
including the party, the proceeding, and the date of

production,

2. Provide all whole or partial indices of the subject
matters or headings or titles of CsSW's files and other

documentary records, from 1954 to date.

3. Identify all persons responsible for the main-
tenance of CiSW's files and other documentary records,

from 1954 to date.

4. Please produce all files containing documents
referring to the City of Brownsville, or to the Public

Utilities Board of the City of Brownsville, including but
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not limited to all files referring to Brownsville or the

PUB in the name, title, or subject matter.

. Please produce all files containing documents
referring to the City of San Antonio, or the City Public

Service Board of the City of San Antonio.

6. Please identify all perscns who in any way aided in
preparing the previous production of documents to
Brownsville, and describe the extent of each person's
knowledge.

7. Please identify each person who in any way par-
ticipated in the preparation of responses to this set of
interrogatories and document reguests, including a
description of the extent of each such person's par-

ticipation.

INSTRUCTIONS AND DEFINITIONS

l. PFor purposes of this Second Set of Interrogatories
and Requests for Document Production only, Central and
South West Corporation ("C&SW") shall be defined to
include all past and present parent, affiliated, and
subsidiary companies of C&SW, including but not limited
to CSR Services Co., but shall not include Central Power
and Light Company, West Texas Utilities Company, Public
Service Company of Oklahoma, and Southwestern Electric

Service Company.
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2. The period of time for which responses and docu=-
ments are requested is from January 1, 1954 to the pre-
sent.

3. In all other respects, the instructions and defini-
tions set forth in the Schedule for Production of
Documents by Central & South West Corporation (attached)

should be followed.

Respectfully submitted,

/ B
V/M A C {/ F B D
Marc R, Poirier
Attorney for the Public

Utilities Board of the City of
Brownsville, Texas

Law Offices Of:
SPIEGEL & MCDIARMID
2600 Virginia Avenue, N.W.
Suite 312
Washington, D.C. 20037

February 20, 1980



' » Attachment A

LIST OF DOCUMENTS

1. December 18, 1973 letter from P, H. Robinson (HL&P) to
T. L. Austin, Jr. (TU), copy to Mr. Si Phillips (C&SW);
subject: admission of the public sector to TIS, in connection
with nuclear licensing.

2. September 18, 1967, J. M, Wilson (Central Power & Light)
to R. McClanahan (Middle West Service Co.), copy to S. B.
Phillips and F. J. Herr (C&SW); subject: takeover by purchase
of Brownsville municipal electric system.

3. September 15, 1967, E. S. Joslin (CP&L) to Si Phillips
(C&SW); subject: memo by B. M. Davis (CP&L) concerning
attempt of American Metals Climax to build a plant in
Brownsville.

4. September 13, 1967, R. McClanahan (Consultant to CP&L
and CsSW) to J. M, Wilson (CP&L), copies to S. B. Phillips
and F. J. Herr (C&SW); subject: takeover by purchase or lease
of Brownsville municipal system.

5 September 8, 1967, J. M. Wilson (CP&L) to R. McClanahan
(Middle West Service Co.), copy to S. B, Phillips (C&SW);
subject: takeover by CP&L of Brownsville municipal electric
system.

6. September 7, 1967, Carl Sandeen (Middle West Service
Co.) to E. S. Joslin (CPs&L), copies to S. B. Phillips and F.
J. Herr (C&SW); subject: effect on tax of CPslL takeover of
Brownsville municipal electric system.

y S September 5, 1967, R. McClanahan (Middle West Service

Co.) to E. S. Joslin (CP&L), copies to S. B. Phillips and F. J.
Herr (C&SW); subject: "Purchase Lease Plan" for CPsL takeover
of Brownsville municipal electric system; possibility of
installing 150 MW plant at Brownsville.

8. July 27, 1967, B. M. Davis (CP&L) to R. L. Johnson
(Middle West Service Co.), copy to Mr. S. B. Phillips (C&SW);
subject: study for takeover by CP&L of Brownsville municipal
electric system.

9. March 2, 1967, R. L. Johnson (Middle West Service Co.)
to S. B. Phillips (C&SW); subject: takeover by CPsL of
Brownsville municipal elecric system.

10. February 9, 1967, R. L. Johnson (Middle West Service
Co.) to E. 8. Joslin (CPsL), copy to S. B. Phillips, (C&SW);
subject: minimum offer for Brownsville property.
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11. December 27, 1966 B. M., Davis (CP&L) to R. B. Phillips
(C&SW); subject: Brownsville citizens' petition for referen-
dum to abolish Public Utilities Board.

12. December 6, 1966, R. L. Johnson (Middle West Service
Co.) to S. B. Phillips, Jr. (C&SW); subject: different
methods for CP&4L takeover of Brownsville municipal electric
system,

13. September 16, 1966, R. B, Phillips (C&SW) to B. M. Davis
(CP&L); subject: generally, acquisition of municipal systems,
including lease method; ideas from Edison Electric Institute.

14, September 13, 1966, B. M, Davis (CP&L) to R. B. Phillips
(C&SW) enclosing materials; subject: CPsL takeover of
Brownsville municipal electric system.

15. September 9, 1966 meeting in memo to B. M. Davis (CPs&L),
S.B. Phillips, Jr. and R. B, Phillips (C&SW) were present; S.
B. Phillips is supposed to have material on CPgL takeover of
Brownsville municipal electric system.

16. July 22, 1966, H. E. Nissel (Middle West Service Co.) to
E. 8. Joslin (CPsL), copy to F. Herr (C&SW); subject: PUB pro-
posal for Harvey Aluminum Incorporated.

17. February 7, 1966, E. S. Joslin (CP&L) to R. B, Phillips
(C&SW); subject: takeover of Brownsville municipal system.

18. February 3, 1966, R. B. Phillips (C&SW) to E. S. Joslin
(CP&L); subject: meeting on "Brownsville situation" with
CPs&L.

19, January 31, 1966, R. B. Phillips (C&SW) to E. 8. Joslin
(CP&L), copy to S. B, Phillips (CaSW); subject: purchase
price for acquisition by CP&L of Brownsville municipal
electric system [NOTE: The conclusion is that takeover may
not be economically feasible, but nevertheless it has advan=-
tages to CP&L because Brownsville is growing faster than
CP&L, is a natural for industrial development, and because
purchase would eliminate a large strategically located muni=-
cipal operation.)

20. January 28, 1966, R. B, Phillips (C&aSW) to E. S. Joslin
(CP&L); subject: draft of memo on price for purchase by CPsL
of Brownsville municipal electric system.

21. July 2, 1965, E. 8. Joslin to Ygnacio Garza (BND),
copy to John S. Osborne (C&SW); subject: meeting about CP&L
expansion in Port area.
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22, June 23, 1965 memo to B. M. Davis (CP&L); subject:
CPsL/Brownsville Navigation District meeting about service to
Port; John S. Osborne (C&SW) attended.

23. August 28, 1963, J. S. Osborne (C&SW) to J. Harris Ward
(Commonwealth Edison); subject: CP&4L takeover of service to
Union Carbide.

24. August 16, 1963, E. S. Joslin (CP&L) to J. S. Osborne
(CsSW); subject: CPsL takeover of service to Union Carbide
and other industries served by Brownsville.

25, July 31, 1963, E. S. Joslin (CP&L) to W. P. Barnard
(PUB), copy to J. S. Osborne (C&SW); subject: Brownsville
service to CPsL customers pursuant to expansion of city
limit; new power plan by Brownsville; service to industrial
customers in Port of Brownsville.

26, July 20, 1963, E. S. Joslin (CPsL) to J. S. Osborne
(C&SW); subject: CPsL takeover of service to Port of
Brownsville; CP&L service to Union Carbide.

27. July 3, 1963, W, P. Barnard (PUB) to E. S. Joslin
(CP&L), copy to J.S. Osborne (C&SW) (letter shows Osborne is
President of CP&L, obviously an error); subject: Brownsville
takeover of CP&L customers pursuant to expansion; new
Brownsville power plant; service to industrial customers
contract.

28, October 29, 1962 F. J. Herr (C&SW) to Dwight Carlson
(CP&L); subject transfer of Del Rio properties.

29, October 26, 1962 J. L. Bates (CP&L) to Leon W. Hill
(Bureau of Reclamation), copy to J. S. Osborne (C&SW);
subject: draft contract for CP&L purchase of Falcon power.

30. October 26, 1962, J. L. Bates (CP&L) to J. S. Osborne
(CaSW); subject: refers to avoiding FPC jurisdiction in
contract for purchase of Falcon hydroelectric power.

31. December 5, 1961, J. L. Bates (CP&L) to John C. Thompson
(Bureau of Reclamation), blind copy to J. S. Osborne (C&SW);
subject¢ rate for power purchase from Falcon project.

32. December 1, 1961, J. L. Bates (CPs&L) to J. S. Osborne
(CaSW); subject: rate proposal from Bureau of Reclamation,
probably for Amistad power.

33. November 16, 1961, Lon C. Hill (CP&L) to J. 8. Osbhorne
(C&SW): subject: possible takeover by CPsL of San Antonio
municipal electric system.
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34, November 16, 1961, Lon C. Hill (CP&L) to H. H. Dewar,
blind copy to J. S. Osborne (C&SW); subject: relating to
takeover of San Antonio municipal electric system.

35. November 9, 1961, H. H. Dewar to Lawrence E. Hill
(CP&L); subject: advertising comparing San Antonio municipal
rates to private utility rates [says why don't you talk this
over with John Osborne; "the possibility of redeeming San
Antonio from private ownership is very far from dead.")

36. June 17, 1960, Keith R. Cardey (CP&L?) to J. S. Osborne
(Ca&SW); subject: rate to Brownsville.

37. June 1, 1960, J. L. Bates (CP&L) to J. 8. Osborne
(C&SW); subject: rates for sale of power to Brownsville.

38, May 9, 1960, J. L. Bates (CP&L) to Reynaldo Garza, copy
to J. S. Osborne (C&SW); subject; creation of PUB by amend-
ment to City Charter.

39. February 16, 1960, J. M. Wilson (CP&L) to R. D.
Stevenson, copy to J. S. Osborne (C&SW); subject: preventing
creation of Brownsville Public Utilities Board.

40, February 8, 1960, J. L. Bates (CP&L) to J. S. Osborne
(CaSW); subject: effect of creation of Brownsville Public
Utilities Board on CP&L service area.

41, January 9, 1960, J. L. Bates (CP&L) to J. S. Osborne
(C&SW); subject: creation of Public Utilities Board in
Brownsville.

42, June 9, 1959, wWilliam C. Cunningham (CP&L) to R. M.
Winsborough (Middle West Service Co.), copy to J. S. Osborne
(C&SW); subject: dissatisfaction of Brownsville citizens with
municipal electric system.

43. January 29, 1958 from Mr. Carlton (CP&L) to Mr. Osborne
(Ca8W); subject: CP&L purchase of power from Falcon Dam and
from Mexican share of Falcon.

44. November 8, 1957, J. M. Wilson (CP&L) to George E.
Bailey, copy to J. S. Osborne (C&SW); subject; acquisition of
Brownsville municipal electric system.

45, January 23, 1957, J. L. Bates (CP&L) to William M.
Longman (Central Surveys), blind copy to J. S. Osborne
(C&SW); subject: survey of citizens of Brownsville on munici-
pal v. private ownership of electric system.
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46, January 23, 1957, J. L. Bates (CP&L) to John S. Osborne
(C&SW); subject: lease purchase by CP&lL of Brownsville muni=-
cipal electric system; survey of citizens of Brownsville.

47. June 22, 1956, J. L. Bates (CP&L) to J. S. Osborne
(C&SW); subject: takeover by purchase by CPsL of Brownsville
municipal electric system.

48, October 1, 1954 contract between United States of
America and CPsL (Falcon), copy marked return to John Osborne
(CasSW) .

49, September 28, 1954, J. L. Bates (CP&L) to Leonardo de
Lozanne (CFE), blind copy to J. S. Osborne (C&SW); subject;
CP&L purchase of Mexican share of Falcon power.



1 B Attachment B

INSTRUCTIONS

Unless otherwise specified the pericd of time for which
documents are requested includes the entire period from
January 1, 1965 to the date on which documents are made

available to Brownsville's representatives for inspection and

copy ing.
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(a) In the Matter of Houston Lighting & Power Co. et

al. (South Texas Project, Units 1 and 2), NRC Docket Nos. S50«

498A and 350-499A;

(8) 1In the Matter of Texas Utilities Generating Company

(Comanche Peak Steam Electric Station, Units 1 and 2), NRC
Docket Nos. 50=~445A and 50-446A:

(¢) In the Matter of Central and South West

Corporation, et al., SEC Administrative Proceeding File No.

e=-4951;

(d) West Texas Utilities Company, et al. v. Texas

Electric Service Company, et al., No. CA3-76-0633F, United

States District Court (N. D. Texas, Dallas Div.);

(e) 1In the Matter of the Emergency Hearing on

Intrastate and Interstate Service of Texas Interconnected

System, Docket No. 14, Public Utilities Commission of Texas.

(£) Central Power & Light, et al., FERC Docket No.

INSTRUCTIONS

Unless otherwise specified the period of time for which
documents are requested includes the entire period from
January 1, 1965 to the date on which documents are made
avalilable to Brownsville's representatives for inspection and

copying.
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Brownsville reguests that *=he Reeper of the Records
identify the specific request or reguests to which each docu-
ment is responsive. Where possible, the Reeper of the
Records is requested to maintain the integrity of CSw's
£iling and recordkeeping systems by producing together docu=-
ments responsive to this Subpcena, which are found together
in the Reeper of the Records' files.

If you claim that any document requested hereunder is
privileged, with respect to each such document, please pro-
vide the following:

(a) date;

(b) type of document;

(¢) 1identity of author and addressee;

(d) present location and custodian;

(e) any other description necessary to enable the
custodian to locate the particular document;

(£) the basis for the claimed privilege; and

(g) a detailed description of the nature of any judi=-
cial protection alleged to be necessary to protect
the privilege or confidential nature of any such
document.

DEFINITIONS

A. "Documents" mean all writings and records of every
type in the actual or constructive pcssession, control, eor
custody of CsSw, its directors, cfficers, emplovees, con-
sultants, cor agents, including but not limited to contracts,
memoranda, correspondence, reports, surveys, tabulatiens,

charts, books, pamphlets, photographs, maps, bulletins, minu-
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tes, notes, diaries, log sheets, ledgers, transcripts, micro-
£ilm, computer printouts, vouchers, accounting statements,
telegrams and telegraphic communications, engineering
diagrams (including "one-line diagrams"), mechanical and
electrical recordings, records of telephone communications,
speeches and all other records, written, electrical, mechani-
cal, or otherwise.

"Decuments” shall also mean copies of documents, even
though the originals thereof are not in the possession,
custody, or control of CSW, and every copy of a document
which contains handwritten or other notations, or which in any
other manner does not duplicate the original, or any other
copy furnished pursuant to this request.,

8. "Communications" shall include, without limiting the
generality of its meaning, all conversations between two or
more persons eithef in person or by trlephcne, all state-
ments, speeches, declarations ané comnients, and shall include
documents as defined in Definition A. above.

C. "Person" shall mean any natural person, company,
association, firm, corporation, cocperative, rural electric
cocperative, municipality, joint stock association, or any
political subdivision, agency or instrumentality of the
federal, state, cr municipal governments, or a lawful asso-
ciation of any of the foregoing, or any entity that produces,
generates, transmits, distributes, purchases, sells, or fur-

nishes electricity.
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D. "Identify," when used with respect to documents,
means that the type, author, recipient(s) of the original,
recipient(s) of copies, date, and subjact of the document
should be specified.

"Identify," when usel with respect to communications
means that the type of communication, maker of the com=-
munication, persons communicated to, persons for whom the
communication was intended, date and subject of the com-
munication should be specified.

*Identify," when used with reference to any corporation,
asscciation, cooperative, or other legal entity, means to
state the name and current address of said organization or
entity; if the current address is unknown, provide the last
known address.

"Identify," when used with respect to any person, means
that the person's name, current business address (or current
mailing address for persons now retired), current job title,
and employer, should be specified. 1If the current address is
unknown, please provide the last known address.

Where more than one request in this series asks for
identification of a document, communicaticn, legal entity, or
person, in response to the second and subsequent reguests,
please provide the name of a corporation, legal entity cr
person, or the date and author or maker of a document or com-
munication, along with a reference =0 the response in which a

full identification was provided.
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Z. ‘"Representative" shall be understocd to include,
without limiting the generality of its meaning, any director,
officer, employee, contractor, or consultant, of any person
as defined in Definition C. above, who at a particular formal
or informal meeting, or in a particular document or com-
munication, appear to participate in the meeting, or in the
making of or the receipt of the document or communicaticn, en
behalf of or as agent for, said person. Whether or not a
representative has actual authority as an agent of the person
is irrelevant to his or her status as a representative.

F. "Relating to" or "relate" means consisting of,
referring to, reflecting, or being in any way legally, logi-
cally or factually connected with. Regquests "relating to" a
subject or item should be understood to include possible or
contemplated actions as to such subject or item. For
example, a request for documents relating to interconnection
plans would inclucde documents relating to interconnection
arrangements that have been considered but rejected,

G. "Electric utility" means a private corporation,
cooperative, rural electric cooperative, municipality, joint
stock associaticn, or any political subdivisien, agency or
instrumentality of federal, state, or municipal governments,
or a lawful association of any of the foregoing that owns,
controls, or operates, Or proposes or is studying the possi=-
bility of owning, controlling, or cperating, facilities for
the generation, transmission and/or distribution of

electricity.
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H. "Transmission services" shall mean the undertaking
by a utility to transmit power and/or energy for any other
electric utility, whether the power and/or energy is
generated by the first utility or by any other electric uti-
lity. “"Transmission services" shall lso include the sale by
a utility of transmission capacity without energy.
"Transmission services" include wheeling.

I. "Interconnection®™ shall mean the physical junction
of the electric transmission systems of two or more electriec
utilities so that electricity may flow over the juncticn
according to location of points of power generation and power
usage, in the same manner as electricity flows over the
lines of an individual electric system. A junction normally
maintained in an cpen position is considered an interconnec-
tion. A junction by which a lower voltage system is joined
£0 a transmission line through a2 transformer is considered an
interconnection.

"Interconnected cperation" between two or more electric
utilities shall mean a methed of operaticn in which electrie-
city flows over interconnections between the electria
transmission and/or subtransmission systems of the electric
utilities in the same manner as electricity flows along th
lines of an individual electric system, whether or not such
flow cof electricity occurs pursuant to the terms of an inter-
connecticon agreement. "Interconnectad cperation" includes

all forms of interchange, inclu ing sales, purchases or
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properties or assets of which have been acquired by TP&l.

N« "Dallas Power & Light Company" or "DPs«L" shall be
understood to include its parent, direct or indirect subsidiary
affiliated, or predecesor companies and any entities pro-
viding electric service at wholesale or retail, the proper=-
ties or assets of which have been acquired by DPsL.

O. "Texas Electric Service Company” or "TESCO" shall be
understood to include its parent, direct or indirect sub-
sidiary, affiliated, or predecessor companies and any enti-
ties providing electric service at wholesale or retail, the
properties or assets of which have been acguired by TESCO.

P, "West Texas Utilities" or "WTU" shall be understood
to include its parent, direct or indirect subsidiary, affil-
iated, or predecessor companies and any entities providing
electric service at wholesale or retail, the properties or
assets of which have been ucguired by wru,

Q. "Southwestern Electric Power Compan&' or "SWEPCO"
shall be understood to include its parent, direct or
indirect subsidiary, affiliated, or predecessor companies and
any entities providing electric service at wholesale or
retail, the properties or assets of which have been acquired
by SWEPCO.

R. "Public Service Company of Cklahcma"™ or "PSO" shall be
understood to include its parent, direct or indirect sub-
sidiary, affiliated, or predecessor companies and any enti=-

ties providing electric service at wholesale or retail, the
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properties or assets of which have been acqguired by Public
Service Company of Oklahoma.

S§. "Texas Utilities"™ or "TU" shall mean Texas Utilities
Generating Company, its parent, affiliated, direct or
indirect subsidiary and all predecessor companies, including,
but not limited to, Texas Utilities Company, Dallas Power &
Light Company, Texas Electric Service Company and Texas Power
& Light Company.

T. "South Texas Units" shall be understocd to refer to
the nuclear generating units for which applicants in the
above-captioned proceeding have obtained a construction per-

mit from the Nuclear Regulatory Commission.
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Mr. T. L. Austin, Jr., President L P U e A
Texas Utilizes Company DEC 1
1506 Commerce Street vy iv
Dallas, Texas 75201 TYRERT
' I. L AUSTu", R
Dear Louis: '
This letter is 2 follow up of cur discussion on Novemboer 28 relat-

ing to anti-trust (ssues (nvolving licensing nuciear plants planned
by TIS utilitles. [ was asked to uncertakas the zreparas
posed revision to the 13687 TIS Agreement o provide for
of other public and private entities to memter ship. I am sending
you, Si Phillips and 3armey Davis cu: sug es.e: draft which closely
parallels the existing agreement. e;:;es: that you §0 to werk en
th.is crait to see if we can com up with & "-al draft that will be
acceptakble to TU, Central and EL&P. Zf this can be e.c::npx.s..ed
we can then 2pproach the public entities seeking their approval or
revisicn. [tis certainly not my intenticn to ex:l'_ce he public
sector from parficipating in the inisial stages in formulating 2 new
agreement, Cut rather that cur preparation of 2 sraft will éxoecits
reaching agreement ameng all members of TIS. Fu rther, investor-
owned companies are carmnin ..‘e burden of licens sing, cesign,

construction and c;:era:::r. the nuciear plants anc will be more
directly affected by conditions contéined in a revisec TIS Agreement

than is the case of :.“.e p\.b.‘.;: entites,

I have e.su" Gecr-e C;:'ee. anc D. E. Simmens to review the pragosad
dutes of the Adminiswanve Committee, Pla anning ~---C~mm.::ee and
Cperating Sub~-Committee and let me have their commen 4. 3 s ggest
that vcu nave 7our operatng people collaberate with mv zeonle o the
end that any addizen or revision 1o commitiee functions. be Wns:;;-
da:ed.

Sincerely vows,

o
P‘:R_"ﬂ:: -~ [ ot AT ~
i s S fLe - |
A:hac“. ; “&- ‘-';' ) 4 A
1 . » - - ,-: . -
$'Mr. 8i Phillips (Atzzca.) - DR IR

Mr, Bamey Davis (Atrach.) TP/ 23"8;-""’:- /d
* oy

— — - ——— -
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Cea tha, e Cly's ac:a:::ula::cus for Fayment of Tevenue Soncs Should =e
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Wil pa RNtALIVei 5.
-t

- Septem'cer & 1367 ~
™
o
:
Mr. g, .‘.chanaban, Presicens
Miadle Vese Sexrrize C Pany
Cthago, Mines 50602
~ear Macg
Thanks oryouy lerrar o5 Septe::;ber 13, 1567, :omrzen::.:g °n ay
Cragfe of a pps Sed lezey © the Clzy Ci‘:c:ai: of smwussze.
Prior 1 rece:v:ng your letzer 930 mada ncther drafe, epv o
¥hich (g encioseq. Inan atTempe o REL vigws SXPresses W Mr Joslin
{2 chis 1zsp draf: SUDStituraq e g%nery Statemen, d42oue SXPencitures
e} aCditiong 0 the ~YStem lter 4Cqutstziog Dr the Ceflnice Stitemen, of
$2, 400, 000 (5 flve 7ears, and dsed 2 7ears ‘0Stead o 20 yeges or the
term of Le lease °f the 5 Ver plane (# \t1s T8 iney Y the Cley,
Further, n an itempe ; folow suzgesrzcr:s ef Mr. Davig Duncgs to
M. Davys, | ‘acluced , Tdler *Seral a.q Vague SSmm ment i, Tegery
©aplane i the Brcwnsvu.'e iT2a, zrg al ‘
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(2) [ have uncerstood that \n order to Interese them o
Segotiating we wUl need to hold out w0 them a cebt-free ciry. [amy
draft [ mentioned thar the Ciry would be cebr-free only \n connecsion
with acquiriog the entire System and 414 act mencion (¢ la coanection
with acquiring the System without the power plane. ilso, the uncars- N
taking 0 make an additional cash payment 10 cover ather \ncabtedness -
is limited to the axtent that purchase price remalns 2o be Fald over ang.
above the payment o1 or retirement of revenue Soncs. “2

L

&

Qbviously, there would ze 3 real protiem U they "
retilo the power plant and It is valued at, say, 312,000, 000 and :=e
money required © pay o the ravenue sonds, after o ing chels accumu-~
lattons, would amounc w0 $16, 300,000 azd, with the power plant val ue,
make a weal value of aZour 528,500, 000 ot the entize System, which
might be a rotal valuacion flgure very dlficult o reach,

Undoubredly, 2oy purchase, with o7 withous the sower
plant, will 2ave 0 te for enough 1o retire the revenus 2ond lsdestadness
Secause:

{a) The plant and lacome from 'z will
have to be mace detr-free or deposit be mace
o do 0 la order tc comply with cur morTgige.

(b) Some revecue bonchoider might
stop the sale unless such bonds are pald or che
mouney deposited for that purpose.

(c) We can't reasonably sxpec: that th
City will sell the System with some of the dobe
against 1t still o be pald through taxation ot
other revecue sources.

If they decide 0 retaln the power place, and the fair
value of the remalnder of the Syscem !s noc acequate 20 cover the $4, 400, 000
of other Zonds Lo addition 0 covering the revenue bonds, then we should e
able © persuace them, (n the negotiation, that they are gemiag the reat, etc.
ou the retained plact \nstead of having the other city bonds pald off,

(3) 1 feel that \£ the Srowasville franchise ordlaance does zot
provice {or payment thersfor and the conrrace of sale does act spectfically
allocaie a portion of the purchase price o the franchise, then we would 20t
bave aov trouble with "favored catlons” provisions (o other owes., The
contIe.ct ol sale, [ presume, need noc allocate any porsion of the purchase BP

-
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price 0 the fmanchise, and (¢ would be a mamer of working sut with

IRS ageats a reasocable allocation. Normally what is done would sot

oe 2 matter of publlc laformation 2ur [ could noc give any real issurance
that some other towa would 2ot fiod out about i, 9T at least find sut that
we dealt generously with Srowasville for the acgqulsition of the System,
and Losist ou similaz trearment 45 2 prerequisite 10 graniing 2 cew
{ranchise. Asa ma::e: of fact, “he Srownsville purchase, U made,

‘."
probadly will be used anyway (o furure franccilse negotiations, particusy
-
lariy with the larger cittes. =
Iz addirion to the cbvious lncome tax advaczge of et
allocating part of the purchase price o the {rancilse, [ belleve it mignc

be Degeflcial lo rate marters U we ever have companywide regulation.

(4) Iz connection with drafting the formula for paying
tent og the power plane, U (¢ 18 retalned, | "*oug::: [ had seen a stucy
By you in wailch you seached a total figure of (2%, Obviously, some
other approach ....;txr. Se tetter Irom our standpelnt and might even de
preferred by the Clty.

(3) Although Mr. Dugcan seems 0 have 2 good lnsighe
nto the thinking of the Browasville pecple, [ belleve thar we should 30t
give up on the dea of having them apply their accumulated funds to
payment of revenue tonds. Hence, as mencioned atcve, [ tried o0 sell

the \dea and am hopeful that we would be able o sustalz thls positicn
\n any segotilations.,

(6) I belleve we need w1 encourage them o belleve that
they will have a debt-free city U they will seil us the entire System,
which 1s all that 15 sald \n my drafs. [ doubr thar we zould be 2oy less
luctd oo this polat and seill gala  the desired resul:.

(7) [ have understood thatthay would re quz-- assu.:azc- of
aunual lacome equivalent to the payments mmade oy the Public Utillsies 3card
and some Dasis {or (ncreases thereof \a the furure. Qbviously, thls s an
unusual requizrement - but presumably we geed o do something along !
line Uf we are 0 succeed (3 acgquiring the property. As previously mentioned,
the revenues to the City {from ad valo:er:: taxes and gross recelpts taxes
will act gearly cover these annual payments from the PUB. [ tried to come up
with someching additional to ke ::edz:ed against the FUB payments. Since
wdey are not se“'rg thelr cash equity la the System aand will still have it
and the earings from it, the sub-paragrapn (3) seemed to be a logical L
means of tulld g 4p he recelpts n :e:la:sm ent of the PUB pav..‘eq:s }i?
{t would be Sermer, of course, not © lnciude his provision but ! have under-
stood that sor-.ec:-.:"g like tt will be ecess...f to gt tem o snter lacd :
gsegotiacions. [ a provision of the kind (s included, 1t will of course have

—————— PSR-
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(8) I[tem 3(a) on Page 4 was <hanged \n he gew Zdraft
is meationed acove,

(9) [ am zot sure thac | uncerstand the memo raacum
prepared oy Mr. Carl Sandess our am laclined 1o zellave rhar A S
under 4 misconception as to tixes dlscussed. For lastance, the Seara ~
of Texas ad valorem taxes are based on 2 statewlce rate, taring lnto 0
account tax valuations all over the entire Sctate, and it is \aconceivasie ="
Dac e acditiony of 510,000,000 o $15,000, 000 20 the rax »ails ac
Srowasville would zave agy aoticeable 28%2¢t on the fax =Ul of inybody.
The same would Se tue, 0 2 much lesser dagree, with respec:
Cameroa Councy and e other taxing ageacies. Progably tals s one
redson why we Zave zeen old thar any ad valorem tax Fayments cther
Ran 0 the Clry self will not be credited as Seing received v the Clty
as a result of the sale of the Systerm. Thals dces not Mmean, of course,
that voters who are particulariy lncerested la the School Districs o
some oDer local taxiag ageacy would zoc te (nfluenced 5 some extent
o vote for the sale of the System (o order for their favorice local ageacy
®© have more funds.

th

[ belleve that you made an exceilenr fyrreer pgotnt o Indlcate thae Iz
wUl oot e faasitie © take title 0 the System subject o e revenue Sond
Indebredness,

[ Bope thar my draf, which to some sxtenc reflaces laformation
developed here and which has not been made avallabie 2o you, aod my
comments will De of sorme value \a your further sonsideracions.

Sincerely,
\ . -
o
IMWison:AH ! .'/‘ ‘ \\ . /
-BC. ' .|.’|;'\\ ,1 |
) \HH Al
M~

-
0
i

CC: Messr=.5.3
T.]

£.5.]Jeslin
Barmey Davis

n
s
i
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MEMQ - Srownsville September 15, 1967

Jack Ware called W, W, (Bill) Witmer and we both talked to him after
Jack \ntroduced wbo [ was, etc.

Firscoff | explaized » Mr., Witmer the mporance of keeping all of this
quiet until after QOctober Sth, since that was the date all Clty candidates must
be filed for the November 7th election. He was not aware of the City elaction
80 [ asked him woo in Browasville knows about this. Hs has talked 0 GO ote.
The oaly contacts made L Brownsville have been Sy WVestinghouse, ind they
have talked to the alrport Authority relative to installation of a casalivation
plant. (This bears out the names of Westinghouse Gene McNair showed me
the day [ talked 1o mim)

Mr. Witmer says be bas been employed by both or has a weorklag

arrazgement with both Americau Metals Climax, which he rafers o 25 Amex, a.d later-

national Utilirtes Corporation of which Mr, Howard Butcaer U \s Chaizrman,
[pternaticnal Utilities Corporation has agreed o fizaace tae generation for the
American Metals Climax at a reduction plant to be cullt on Jeep water on the
South Texas coast. Coastal States has been coutactad as the g8s source.

This reduction plant wul use alumica, make alumigum plgs e be shppad out.
The alumina will be brougnt \a by large oCzan-golug ships from Austrciiz and

North Africa where they have mines, These rwo plants, in Africa and Austrzlie, - -

are alrcady stockpiling the alumina. North Africa Plaut has been operatng
several years, the ove In Australia ooly a year and thar was to fulfill lease

agreement.

Internaticaal Utilittes Corporation used to te a holding company but gow
has 1ts Home Officz 1n Toronto, Canada, and Lo 1945 it became exampt from
the provisious of the Holding Company Act. It has a wide diversified field of
operations and nas an \nvestment company called [nternational CUtilities, Ine.
In New York. Both Wvare and YVitmer refer to this company as [, U,

Witmer says [.U, s interested oniy \n {inancing this plant aag would
prefer leasing it o us. They have quotad 3.6 miil power to Amex and are
gotng to charge 11T} on their equity in the plant, which amounts o 10% of tha
total = with 90% debt. Of course thelr own bondlng bouse will carry tha bSonds.
They figure on a 30-year lease but will go as low 25 20 years. Their rerurn
is figured on the depreciated balavce,

They bave several such plants now, some o other countries * on2 \a
gellingham, Washingron.

Wirmer {igures the plaa: will cost §87.00 per KW, |
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The Amex load will be approximately 360 MW, three Fot lines at
120 MW each, but they plan ou a twin turbine 330 MW place (2 units of
275 each). Witmer menttonsd Srown-Bovart usits due o tha time element.
Says bollers are the things se cannot ges.

He says the plait will be somewhnat subsicized oy the steam operatica.
This 18 where Westinghouse comes \n and he says they wUl completely cperate
the steam part. This Is to make distilled water with an outlet o ceraln drug
compautes. leems they have outlets already planued - 20 problem hers.
Westinghouse had a Mr, Spencar of Housto. work with them on the desallzarion
Process. He o turm 5ad a chemicai company (whom Yirmer says he cannot
mention) o make a study of the use of the water, Thls study \s oow compiete,

They also have 2 .ommitment from Dow Chemical for the Daguestum
resulting from the process.

.U, \s \cterested in getring an agreement with us t©© operats the plant
on ar operator's agreement for 20 - 25 - 30 years, or better yet, lease us
the plant. At the end of the contract CPL could purchase she place,

Actually, Witmer ozeds a swancby - ne calls it Sack~up . fays e needs
360 MW, -

[ asked bim \f he was tied w0 Brownsville. He sald ne'd go anywhere
be could get the back-up. | mestioned Corpus Christl, He thought the chanoei
too shallow over cear Inglestide.

He says other piaces being co. sidersd by Amex and [.1J, are:
New Orleans, Vicksburg (United Cas), Mississippt (REA-TVA)

Witmer is gotng to talk 0 Amex and [, U, by next week and will call Ware
wheo he gets back. He's meeting wem In Vew York.

Barzey M. Davis

-



Middle West Service Company
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Prasssent

Septermber 13, 19:7

e, J. M., Wilsez

Ceztril Power and Ligh: Company
120 North Chaparral Sireet

« 2Tpus Christi, Texas

Dear Jim:

Thls letter is (2 azswer to your letter of September 3, 1747 azd
ecclosures therewith, Thiz will kit scme of the high spots but is zot
intended to be a czmplets coverage of your drafl, I thinmk a mumbes of

things must be crystalized bg;.{o:e we ars al that poist,

I have the feeilag that your drait goes too deeply luto the intenticn
of Central Fower and Light Compasy at this time. We are presestly coze
cerned wilk the preblem of cbialning the right to izspect the books, recsrds,
azd property of the Publlc Utilisy Baard, I Sppreciate thal ir i3 necessary
to make 2 good case iz order to do that but I think it is a gTeal disadvantage
to disclose too much of cur Inteation as it will caly weakes our bid, Iz other
words, the bid becsrmes azti-climactic,

1 appears to us that we should not dlsecuss the :-eci:szﬁg:: ef the $4.4
millica of cther debt of the Cliy at this tima, 'We have comsiderable questicr
a3 to whether you can affard to pay 34.4 =illion or sp to $5 millicz iz additisa
to the amount to retire the domds, U you are caly purchasing the trazsmissics
azd distzitution facilities.

Car tax pecple are of the opizion that Uf an ammount wers assigzed [z the
parclise prics a3 the cost of a (rasehise thes it could be ammortized over the
life of the {razchise and iscucied {or tax FUIPoees, izasmmuck 23 lha2re would

e 0o assurasce thal the {ranchise would be renewed, TLhere are sewvwral

Bp
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cases alcag tais line one of which is the Clevelasd Raillway Compazy 36 BTA
403 iz which the laternal Revence Service has acgquiesced, Howsver, as you
increase the charges for deductions for tax purpeses i becc:::c.; Secessary

tc bock these czarges, ‘Slace we already bave a paucity of izcome it becomes
more dillicull to show any lncome I we arr to sontinae piliag up deferred
clarges as contrasted with c2arzing amounts off to surplus. The attrar.iocn of
Bx deducticas entices us a3 =uch as azybedy, but we believe tha: you =must
zot bite loto the izncome of Central Power and Light Company as now constituted.
Tie questicn a5 to whethes the purchase of a fraachise would ecdazger your
poeiticn |z other towns when their fruznchises come 2P i3 a business question
iz your area which you folks are much better able {0 answer than we are nere

in the Service Compasny,

We have not attexmpted,as yet, to see whather the formula oz page 2 (b)
would work out satisfactorily from 2 cost stazdpoint, We had stayed away
{rom this appreach as U the power plant would be leased and the tracsmisgicn
and distribution woald be purchased, it seemed t5 us the amouat ever what |
could be classified as fair value for the trangmissicn and distridbutics would
best be classified as advaznced lease rental payments to be charged cif over the
{nture and de deductible for tax purposes, This appreoach made It a aecessity
te Rive 2 round amount for the additicnal lease remsal to be paid aazually aver
the term of the lease 25 azy formmula csverizg the various items lacluded |2

€arrying charges would be difficslt to justify,

Uznder (c) on page 2, you have (as we did) lacluded the amounis set
aside by the Cliy (n the revezue bond fund as 3 reducsion {rom tke prizcipal
ammount of dedt to be retired thersby comuiftiizg Central Power azd Ligh:
Carmpazy cnly to the net wmount. We sotics tha: during Zarzey Davis's
discussica with Mr, Duscaz, he (Mr, Duscaz) said that the Clty would leck

et LD
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