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CHAPTER I

THE ESTABLISHMENT OF THE RURAL ELECTRIFICATION

ADMINISTRATION

During the period from after World War I until 1935

the farmer was in the position of seeing his city cousins

change to a completely new way of life while he stayed in

the technological era of the pre-war years. The cities, by
1

1935, were 70 per cent electrified. The farms of the nation

were 3.1 per cent electrified and in Texas only 2.3 per cent
2

of the farms had central station electric power.

The farmer living far out in the country had to resign

himself to the coal-oil lamp, the hand-powered churn and the

hand-primed and pumped water system. The only means of

electric lighting that was available to the isolated farm was

the Delco system. In this unit a gasoline-driven generator

charged a set of wet cells which provided 32 volts for lamps

and radios manufactured to the system's requirements.

Another source of electricity used by the farmer in

those days was the Windcharger. This was a generator mounted

1Marquis Childs, The Farmer Takes I Hand (New York,

1952), p. 33.

2
Texas Power Reserve Electric Cooperative, Inc.,

$8.000.000 in Savings in 12 Years (Austin, Texas, 1951),
p. 2.
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on a high pole and driven by a propellor. The current from

the generator charged an automobile type of wet battery which

was used mainly to run the only electrical appliance in the

house, the radio.

The undependability and low efficiency of these early

electrical systems left much to be desired by the farmer in

his quest for electrification of the farm. He had heard of

the experiments of equipment manufacturers, the colleges, and

the agricultural extension centers in determining just what

electricity could do to lessen the drudgery of farm tasks

and to increase the efficiency of the most backward of all

industries.

The central power station type of service which he de-

sired could come from only two places, the municipal power

plant or the commercial utility company.

There were several municipalities operating their own

electric systems in the area now served by Brazos Electric

Power Cooperative. The towns of Denton and Bryan had their

own generating facilities, but there were several deterrents

to the expansion of municipal lines out into the rural areas.

First, the money required to build transmission lines would

have to be raised by bonds voted by citizens of the town.

The revenues from the electric system were a major source

of operating capital for the city and the taxpayers would

not increase the indebtedness of the community or take a
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chance on increased taxes in order to serve a few farmers.

Secondly, the insurance covering the city electric system's

activities usually would not be in effect outside of the

city limits. Finally, in some states it had been ruled by

the courts that a municipality power system could not

operate outside of its corporate limits.3

The only choice left the farmer was the commercial

utility company. With their experience in long line trans-

mission, freedom to operate in any part of the wide area

of their franchise, and the generating capacity they

possessed they seemed the logical group to bring elec-

tricity to the rural areas of the United States, but the

private corporations had the same obligation to their stock-

holders as the municipal systems and to the citizens of the

town. The feasibility of rural electrification simply was not

apparent to the companies. They could not justify the spend-

ing of such large sums to bring in so little revenue.

Though the commercial utilities were proceeding on a

plain dollars and cents basis the farmer and amall communities

of ten felt they were being unreasonably cautious, even to the

point of absurdity. The farm that had a high-line a few

hundred feet from the house was often still lighted by a

kerosene lamp. An extreme example of this frustrating

3
Childs, _op. c~it., p. 58.



condition was the town of Little River. This small community

was on the Texas Power and Light Company line from Temple to

Bartlett. The line came directly to the end of town, turned

and went down the main street. For years the citizens had

asked for service from the line and the company would ig-

nore the request or say that it was not feasible to install

a low voltage transformer and distribution lines. This con-

dition existed until the 21 Milam Co-op, later the Belfalls

Co-op, began asking whether the citizens would like to sub-

scribe to the co-op service. The Texas Power and Light Com-

pany then made haste to install a substation and distribution

lines in Little River. As a part of the public relations pro-

gram citizens were given electric irons and radios for signing

up. Old Delco systems were bought from the more prominent

members of the community as a gesture of good will. The

company often paid as much as twice the original price of

such equipment to persuade the people to sign up for service.

The commercial utilities were in a position to tell the

farmer what he would have to do if he wanted their service.

A farm one-half mile north of Itasca was the first farm to

have electricity in that area. This farm belonged to Arthur

Martin. In order to obtain service he had to pay the Texas

4
Interview with Wm. B. Alexander, system Engineer for

Johnson County Electric Cooperative, Cleburne, September
22, 1956.



Power and Light Company $350 to cover the cost of poles,

wire and installation. He had to agree to use an electric

stove and other appliances to bring his bill up to a certain

minimum. After rural electrification became more general

the utility everted to hook up a customer across the road

from Martin without his consent for use of the line. After

reminding them of the circumstances, the utility company,

Texas Power and Light, refunded the cost of the line plus

3 per cent interest for his consent

With such treatment by the commercial utilities the

farmer appealed to the government for assistance in rural

electrification.

The pleas of the farmer for assistance in bringing

electricity to his farm had fallen on deaf ears before the

election of Franklin D. Ro~sevelt as President.

President Roosevelt was no stranger to the fight for

public power. As governor of the state of New York he had

represented the people's interest in the argument over

which group, the state of New york or private interests,

should be allowed to develop the power resources of the

St. Lawrence Rapids and Niagara Falls. From his experience

with this controversy Roosevelt developed his theory that

there should be some state-owned and operated power system

Letter from Mrs. Arthur Martin.
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which could act as a yardstick to measure and discipline the

private power companies

After his inauguration in 1933 Roosevelt began work

with such men as Senator George Norris of Nebraska, Harry

Hopkins, and Morris Cooke to evolve a plan for rural electri-

fication.

Senator George Norris was the leader in the fight to

prevent the war-born Muscle Shoals power plant from falling

into the hands of the commercial utilities. The power plant

had been built on the Tennessee River to furnish cheap power

for the production of nitrates for defense. Senator Norris

saw the potential for good in public ownership of the plant

and had it not been for his intervention and influence it is

likely that it would have been sold to private interests at

a fraction of its true worth.7

Morris Cooke gave substance to the theories of Roose-

velt and Norris. He attacked the problem from the standpoint

of the engineer. For many years the commercial utilities had

based their arguments against rural electrification on the

costs of distribution. The portion of electric rates that

could not be attributed to generating expense was automatically

relegated to transmission and distribution. This area was

6
Childs, oj. cit., p. 48.

7
Ibid., p. 43.



7

the great mystery of the power industry and Cooke felt it was

the key to the problem of rural electrification. By a complete

analysis of the expenses of distribution and showing how ris-

ing load factors (ratio of average load to peak load), tech-

nical improvements in the transmission field, and rising

consumption all contributed to a much lower than stated cost

of distribution Cooke gave technological sanction to the
8

feasibility of the program of rural electrification.

The social and economic aspects of the Rural Electri-

fication Administration seemed to make it ideal for inclusion

in the national work relief program. Ed O'Neal, head of the

Farm Bureau Federation, urged the President to include the

rural electrification program in the five billion dollar

Emergency Relief Act of 1935. It covered the desirable

projects of low cost power, resource conservation, and the

raising of the level of farm life.9

The President's right hand man, Harry Hopkins, was to be

the administrator of the electrification program. His chief

engineer was John Carmody whose experience in the establish-

ment of non-profit companies to bring rural North Carolina

electric power was to prove invaluable in his work as deputy
10

administrator of REA.

!,,hen President Roosevelt signed Executive Order 7037 on

May 11, 1935, the motive was primarily to help pump spending

8 9 10
Ibid., p. 46. Ibid., p. 51. Ibid., p. 52.
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power into the hands of the public. As the first months of

the program passed ,it became apparent to Hopkins and Carmody

that it was impossible to use large amounts of unskilled

labor in the planning and erection of rural power lines.

Morris Cooke soon found the careful planning which was neces-

sary to such projects was not in accord with the wholesale

spending philosophy of the relief program. With these points

in mind the President changed the status of the REA from
11

relief agency to a loan agency.

The remo al of the program from relief project status

was of very great importance to the agency at that time be-

cause it eliminated the necessity of using relief labor in

the highly technical field of building electric transmission

lines, but more important was the effect of making the REA

self supporting instead of having to depend on grants and
12

subsidy.

Now that the program was established on a loan basis

and the responsibility for construction was taken out of the

hands of the government there were three ways to do the job--

through private companies, through municipalities with their

own power plants, or through cooperatives. Since the REA

wanted to do the job as quickly as possible it turned first

to the private companies who through their years of

11 12
Ibid., p. 53. Ibid., p. 54-.
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experience, facilities for immediate construction and terri-
13

tory franchises seemed to be the logical choice.

Nine days after the President issued the order estab-

lishing the REA, fifteen of the largest private utility

companies sent representatives to a conference in which

Cooke presented the problem and invited the companies to

participate in the solution. As a result of that meeting a

committee was appointed to study the "extent to which further

development of rural electrification may be promptly effected

in cooperation with the Rural Electrification Administration."

In July the companies made their report calling for the

investment of over a quarter of a billion dollars and as

further insurance against the possibility of the REA's ac-

ceptance they added "To immediately attempt to standardize

rate schedules for three million consumers under numerous

jurisdictions. . . . the difficulties that arise would be

such that the program would be delayed indefinitely."15 The

report ended by saying that there were "very few farms re-

quiring electricity for major farm operations that are not
16

already served." This last statement was made at a time

13 14
Ibid. Ibid., p. 5.

15
Ibid. 16

Ibid.., p. 56.



when in Texas, for example, only 2.3 per cent of the farms

had central station electricity. With this lack of under-

standing on the part of the utilities it is small wonder

the farmer soon took advantage of the help offered by the

REA and began to do the job himself .

Seven of the first ten loans were made to rural co-

operatives. Among the very first to receive a loan was the

Bartlett Electric Co-op in Texas. It received its loan in

November of 1935. By the end of 1936 nearly 100 cooperatives
18

had signed loan contracts with REA.

Though the reaction from farm groups was very encourag-

ing, the response from the utilities was at best a feeble

effort. Only one of the first ten loans was to a private

company and that was to build three miles of line.19 As

Morris Cooke wrote in his first annual report, "that the

Lprivate/ industry was not even going to use a portion of

the funds available for rural electrification, and the farm

organizations of a cooperative character forged to the front
20

as the principal borrowers under the REA program."

As a result of the poor showing of the program in 1935

Cooke and Senator Norris both felt that the REA should be put

Texas Power Reserve Electric Cooperative, Inc.,
8oo000 in Savings in 12 Years (Austin, Texas, 1951).

12Child0s, _1..c.t.1,p. 59.

19 20

Ibid.. I.icd.., P. 59.
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on a permanent, long-range basis. Senator Norris was of the

opinion that the law should exclude participation in the

program by anyone but cooperative or public groups. He set

to work to prepare a new rural electrification program aimed

at establishing the REA as a permanent agency of the govern-

ment. Two most influential farm groups, the Grange and the

American Farm Bureau Federation, lent their support to the

bill and in early 1936 the Norris-Rayburn Bill was introduced

in the House of Representatives by Sam Rayburn of Texas. 2 1

The establishment of the REA had little of the desired

effect on the private companies but it did cause them to in-

crease the number of farms electrified in 1935 175 per cent

over the previous year. Though this made good material to

print in the papers, the erection of lines was often done to

interfere with the program of a co-op and by such practices

often delayed the electrification of some farms for years.

The usual method employed was to wait until a co-op was

about to bring service to an area and then erect a "spite"

line which skimmed off the better customers and left the
22

co-op line with only the harder to serve customers.

The Norris-Rayburn Act was passed in May of 1936 ,and

though there was much controversy as to whether the private

companies should be eligible or not,it was finally passed

21 22
Ii., p. 62. Ibid.
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including them. The question of preference in obtaining

public power by the public ownership groups was another con-

troversial part of the bill, but it did pass and has become

vital to the cooperatives and municipalities in obtaining

low cost power for their customers.23

The spread of the cooperatives into every section of

the country was the biggest revolution rural America had

seen in its history. The TREA organized "Farm Demonstration

Tours" to take the wonders of electrical living to remote

areas. Farm women saw the electric stove, the electric

cream separator and other new tools to make the housework

easier ; the men saw how electricity could shell corn,

griri meal, dry hay and pump water. This gave great impetus

to the demand for power and helped establish a more di-
24

versified market.

The REA co-ops met the problems of long line construc-

tion and gave new answers which not only cut costs but

speeded the construction. Poles were stripped of cross-arms

and stronger cable nearly doubled the spans between poles.

In 1937 there were 120 systems, in 1938, 360 systems.

By the end of 1939 nearly a half million consumers were re-

ceiving service over two hundred thousand miles of line.25

23Rural Electrification Act of 1936.

242Childs, c , 15Iid., p. 115.Chids 2. cit., p. 114. Ibidp.15
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In Texas the distribution cooperative movement was

especially vigorous. As stated before, the Bartlett Co-op

was one of the first to obtain a loan. The farmers in this

area had tried for years to obtain electricity. Some of them

had their own Delco plants but these only made them more

eager to have central station power. One of t1ese men was

W. R. Janke. He and two others put up fifty dollars each to

pay for the charter of the Bartlett Community Light and Power

Company. This group was organized as a regular corporation

since there was no law in Texas concerning co-ops. The

group received its charter October 26, 1935, and at a meet-

ing of the area farmers Janke was elected president of the

board of directors. An engineer was hired and sent to

Washington to talk with REA. The loan for $33,000 was one

of the first approved in November, 1935.

Janke recalls, "We had been trying to get a private

power company to install electricity for us. They not only

said they couldn't do it but that it couldn't be done at all.'

Another member recalls the shock of receiving the $33,000

loan. "The people at Bartlett thought everyone in the

26
government had lost his mind." It seemed as though that

much money should furnish power to everyone in Texas, and

that it would take all of the United States to pay it back.

26 Department of Education A. and M. College of Texas,
By the People, For the People (Austin, 1956), p. 3.



By having their agreement already established with the

municipal power plant the Bartlett group bad only to con-

centrate on building the distribution lines. This was done

in less than five months. As the co-op built its lines,the

utility company began to do what it said could not be done.

By March of 1936 the Bartlett co-op had fifty-eight

miles of line energized. It is this fact that makes the

members of the cooperative claim it to be the first completed

REA project in the United States. The first rate charged

the members was the same as those in town, with a minimum

of U.10 per month. The inadequacy of the rate for the

scattered service caused the Bartlett Community Power and

Light Company to fall $1600 behind in its payments for power.

At a mass meeting of the members they were told the situa-

tion. The price of the minimum twenty-five kilowatts was

raised to $2.25 without one dissenting vote.27

Cooperative movements in other parts of the state were

not so fortunate as to receive immediate approval of their

requests for loans. In west Texas even the optimism of the

REA was strained to the limit in the case of Schleicher

County's efforts to obtain a loan to build a 195-mile

system to serve 182 members. The area was a prosperous one.

Ranchers already had running water, electric refrigeration,

27
Ibid., p. 4.



15

and other appliances, all run by diesel powered generating

units. These ranchers agreed to pay minimums of as high

as $75 per month to obtain central station power. With

this type of guarantee the group obtained a loan on their

sixth application. The war held up construction until 1945

but since then the cooperative has grown until it now serves

582 members with 921 miles of line.28

In the area near Waco and Temple the first three of

Texas' seventy-six cooperatives came into existence. The

Bartlett co-op was first, then came the Belfalls Co-op

which was first known as the 21 Milam Co-op, and third was

the Hill County Electric Co-op.29

The Belfalls Co-op was first served through an old

electric line originally erected to serve a pump station.

The line was not in use so a line was extended to Temple

where the services of the Texas Power and LiLht Company were

requested. At first the utility company refused to serve

the co-op at all. Finally through the visit of Morris

Cooke and his negotiations with the Texas Power and Light

Company there was obtained an agreement to serve the co-

operative with electric power. With the metering point

28
Ibid., p. 5

29
Interview with E. D. H. Farrow, Manager of the Hill

County Vlectric Cooperative, Itasca, Texas, September 22,
1956.
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designated as Temple the co-op began sending power over the

old, inadequate system to its distribution point some sixty

miles away. The performance was fair at low power require-

ments but when the demand grew the line losses were too

great and the co-op built a new and heavier transmission line.

This co-op also figured in the incident of the town of Little
30

river previously mentioned.

The Hill County Electric Cooperative provides an illus-

tration of the misunderstanding then prevalent among the com-

mercial utilities about the nature of the co-ops. At the

organizational meeting of the Hill County co-op Oscar Harold,

district manager of the Texas Power and Light Company at

Hillsboro, was led from the meeting by E.D.H. Farrow, one of

the organizers of the co-op and its present manager. Harold

stated that he represented Texas Power and Light which was a

tax payer and he felt that he should be able to sit in on the

meeting. Farrow explained to him that this had nothing to do

with taxes and that the entire program was to be financed on

a loan basis and not paid for out of public funds. Farrow

then told Harold he knew his purposes there and that they
31

did not want him present.

Though the commercial utilities represented a hostile

element to the cooperatives they still were the only source

30
Interview with Wm. B. Alexander, September, 1956.

3 1Interview with E.D.H. Farrow, September, 1956.
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of power, aside from a few municipal plants which could not

provide the power required by the rural co-ops. The com-

mercial utilities had the commodity the cooperatives needed

and were in a position to tell them exactly what they would

pay for it. The rates which the cooperatives had to pay for

power would determine, to a large extent, their prospects

for success.

For several years the co-ops were too busy building

lines and learning the electric business to do much serious

negotiation for lower rates from the utilities. The coopera-

tive was treated as a regular retail customer. In effect

the utilities had let the cooperatives build the distribu-

tion lines for them, maintain the right of way, read the

meters, collect the individual bills and were still charg-

ing them as much as retail customers. The status of the

electric cooperatives of the nation in 1940 was that of de-

pendent, second-class citizens.32

The persons that drew up the Rural Electrification Act

of 1936 had seen the possibilities of such action by the

utilities. The "yardstick" principle which Roosevelt had

mentioned in his state power program for New York state was

brought in as a part of the REA. The act read, in part, as

follows:

32
Truett W. Bailey, "How a Power Co-op Succeeded in

Texas," Rural Electrification Mapazine (September, 1954),
p. 20.



The administrator is authorized. . . to make loans.
for the purpose of financing the construction and
operation of generating plants, electric transmission
and distribution lines. . . for the furnishing of
electric energy to persons in rural areas who are not
receiving central station electric service. 33

The right to generate and transmit their own power was

the only means by which the cooperatives could assure them-

selves dependable, wholesale electric power and guarantee

their members adequate service at reasonable rates.

There was no malice in the decision to establish

generating facilities apart from the private companies, nor

was there any haste to exercise this right. As late as the

end of 1940, out of a total of fifty-two Texas co-ops, forty-

one were buying all of their power and three others were buy-

ing some power from the private companies. The remaining

eight co-ops were obtaining power from state agencies and

municipalities.

33
Ibid.



CHAPTER II

ORIGIN AND DEVELOPMENT

In 1941, after having had from three to five years' ex-

perience in operating their own electric distribution sys-

tems, a group of Central Texas managers became convinced that

they were receiving inadequate, wholesale power service and

that the price they were having to pay for this power was ex-

orbitant. They believed that if they were to continue in

operation they could not keep paying out 25 per cent of
1

their gross revenue for power each month. They met with

Charles Falkenwald, Chief of Applications and Loans Division,

and his assistant Arthur Gerth, of REA. This meeting was

held in February of 1941 in Fort Worth, Texas. The REA of-

ficials agreed with their views and were anxious to help

the co-ops as well as to insure the position of the REA
2

loans already made in the area. The organization of the

Brazos Co-op was the result of this meeting.

The thirteen co-ops had banded together in an effort

to make themselves heard by the utilities, but even as a

group they made no headway in the battle for lower rates.

1Bailey, o.p. cit.

2 lbid.

19
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The attitude of the utilities is evident in this statement

by Truett Bailey, manager of the Johnson County Co-op.

Even though we had had several conferences with them,
and had begged them to the extent of embarrassment
for a lower wholesale power rate, they repeatedly
told us that electric power could not possibly be
delivered at any point on their lines for less than
the 15 mills we were then paying. In f act, when a
group of us tried to negotiate in a conference for
a lower rate, they walked out of the meeting, tell-
ing us that we had no authority to negotiate with
them as a group. Literally, they laughed at us. 3

The question of rates was not the only reason for the

discontent of the co-operatives. The power which the utili-

ties sold was usually taken from a city or small town dis-

tribution system whose voltage was about 2400. The

distribution of power over the long lines of the rural co-

ops necessitated a higher level of about 7200 volts, if

efficient transmission was to be made. The cooperative

distribution system had to pick up the power at whatever

point of delivery the utility designated, not where the

co-op wanted it. From the delivery point the co-op had

to build a sub-station and lines to where tle power was

needed or the utility gave them a metering point off their

lines. This not only made operation more difficult but

added to the already high rate of power from utility
4

line s.

3 4
Ibid . Ibid.
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Even after the formation of the Brazos Electric Power

Co-op efforts were continued to obtain a reasonable whole-

sale rate from the utilities. Not until after the loan

was applied for did the utilities suddenly find that they

could deliver power for less than 15 mills per kilowatt

hour. They immediately announced they were discounting

the rates to 12 mills. After the loan was granted the

Texas Power and Light Company further reduced the rate to

9 mills. The co-ops still seemed determined to go ahead

with their plans and the utility called a meeting of the

co-ops in Temple. There the cooperatives were offered a

twenty-five year contract at a reduction of 5.6 mills per

kilowatt hour if they would abandon their plans for generat-

ing and transmission facilities. This offer was not a firm

rate however. The actual rate was still almost 15 mills

and the figure of 5.6 was the result of the discount. The

co-ops felt that the discount could be taken away at any

time, leaving them with the same problem as before. They

again thanked the utilities and went on with their pro-

gram.

One of the incentives to the establishment of the

Brazos Electric Power Cooperative was the coming availabil-

ity of electric power from Morris Sheppard Dam in 1941.

The co-op hoped to build a transmission line from the dam

5Interview with Truett W. Bailey, September 21, 1956.
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to its system and distribute as much power as possible from

this source to the individual cooperatives. The rest of the

system's needs would come from contracts with utilities and

6
municipalities.

In 1941 the Brazos Electric Co-op bid 
4 203,000 for the

25,000 kilowatt output of the Morris Sheppard Dam. The bid

was made to the Brazos River Authority, a state agency, in

competition with the Texas and Power Light Company. The

Brazos River Authority was the successful bidder and im-

mediately made plans to start the construction of the trans-

mission line. At this time the second World War came with

the immediate freezing of all vital war materials such as

transformers, electric transmission wire and poles. Con-

struction was impossible because of the War Production

Board's ban on use of these materials. 7

The fact that Brazos could not construct lines to pick

up the power it had bought from the Brazos River Authority

did not alter the fact that the Brazos Electric Power

Cooperative was to pay $203,000 each year, according to the

terms of the contract. The cooperative either had to sell

the power to the Texas Power and Light Company, which had

lines near the site of the power plant, or find some way to

build transmission lines to its own system.

6 7
.I.0id -Ibid .
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The most obvious step was an agreement for the Texas

Power and Light Company to purchase the power from the Brazos

company. When approached, the Texas Power and Light Company

wanted no part of the output they had bid on a short while

before. The co-op felt that the utility was trying to make

them wish they had stayed out of the electric transmission

business.

The chairman of the power committee for the Brazos

Electric Co-op was Truett W. Bailey, manager of the Johnson

County Electric Cooperative in Cleburne, Texas. He took his

committee to Washington to se'e if the Office of Defense

Mobilization could help them get the output of the Morris

Sheppard Dam into the war effort. He contacted the Texas

Power and Light Company and gave them the alternatives of

carrying the power over their lines or purchasing the power

from the Brazos Co-op for $255,OOO. Rather than become a

common carrier making them subject to regulation they de-

8
cided to buy the power.

After the contract with Texas Power and Light had been

agreed upon Bailey and his committee went to St. Louis to

obtain approval of the contract from REA. Harry Slattery,

Administrator of the REA, had practically all the REA officials

in the meeting room. Over sixty persons were waiting for

the Texas group to appear. Harry Slattery told Bailey

8
Ibia.



he knew about the contract pending with Texas Power and

Light for $255,000 but that the Brazos Co-op was going to

sell the power to the Lower Colorado River Authority for

$60,000 less than the contract agreement with Texas Power

and Light called for. This would have cost the co-op over

$7,000 much less the profit from the other contract. Bailey

then proceeded to inform Harry Slattery that no such deal

would take place and that the President and Sam Rayburn

would know about the situation that day. After the stubborn

refusal of Brazos to let him have his own way in the matter

and the loss of face which he suffered at Bailey's hands,

Slattery turned and stalked from the room too angry to make
9

any kind of reply.

Upon his return to Texas Bailey found four REA auditors

waiting to go over the books of the Johnson County Co-op.

He told them to go right ahead but to stay out of his way.

They spent a month trying to find something wrong but

finally gave up and returned to St. Louis.10

This incident heightened the REA's respect for the

Brazos Cooperative and its leadership. Brazos kept the con-

tract with Texas Power and Light ,and Roosevelt later removed
11

Slat tery from his position because of this and other

9 10
Ib~i~d. Ibid.

11
Ibid..



incidents. The contract with Texas Power and Light is still

in effect today.

During the war Brazos built only one new transmission

line. The Guiberson Corporation at Garland, Texas, was

tooling up to produce diesel engines. The government re-

quested Brazos to build a transmission line to the plant.

Throughout the project the co-op encountered opposition

from the utilities. Right-of-way dealings with land owners

were often made difficult. Agents from the utility com-

panies would go ahead of the co-op right-of-way men and ap-

peal to the farmers not to give their permission for the

transmission line to cross their land. One utility tried

to obtain an injunction to keep the co-op lines out of its

area of operations but the court in Dallas upheld the right

of the Brazos to extend its lines to Garland.12

In some ways the war helped the Brazos Co-op. If the

lines planned in 1941 had been built they would have had to

be replaced within a short time after the war ended. The

transformers and line that the co-op had ready to use when

war came were bought by the government. These transformers

were for 33,000 volt transmission line use. The demands of

the area for power later necessitated the installation of

a system handling 69,000 volts. By recouping their investment

12
Interview with E. D. H. Farrow.
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in the old units and installing the proper equipment the

members of the co-op were saved thousands of dollars. 1 3

13
Interview with William B. Alexander, September 22,

l956.



CHAPTER III

GROWTH AND EXPANSION

After the war the Brazos Electric Power Cooperative had

very little of its proposed system actually built. Due to

the shortages of wire and other materials needed to build

transmission lines Brazos could not serve the entire group

of distributive cooperatives which had forrred it in 1941.

With what lines it had in 1945 it was serving the McLennan

County Cooperative, the City of Garland and a defense plant

near Garland, the Guiberson Corporation.1 In 1946 the co-

op had a total of only 250 miles of lines constructed. Due

to the decrease in war goods manufacturing the demand from

the plant at Garland dropped tremendously. This company had

been the major customer of Brazos the year before. In 1946

Brazos built a little over fifty miles of transmission line

to bring its total to about three hundred miles. This

enabled it to serve the Erath County Cooperative.3

The greatest years in the growth of Brazos Electric

Power Cooperative were 1948 and 1949. By the end of 1949

'Annual Report of Brazos Electric Cooperative to Federal
Power Commission (Austin, 1945, P. 7.

2 3
Ibid. (194+6), p. 52. Ibid., p. 4+8.
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the total number of miles of transmission line was over

600. This great expansion of transmission facilities made

possible the connection of many of the member cooperatives.

Thirteen cooperatives and three cities were added in 1948

and 1949,and the resulting demand for power was more than

Brazos had considered possible. The total power sold in

1949 was almost four times the total sold in 1948.4

Expecting some further increases, the Brazos Co-

operative made plans to insure its power supply. In

June of 1949 the REA granted a loan of $6,48o,000 to Brazos

for extending transmission lines and building the steam

plant at Belton, Texas, with its capacity of 23,000 kilowatts.

In March of 1950 the plant was officially dedicated as the

Bob Poage Steam Plant in honor of Representative W. R. Poage,

who has been considered one of their best friends by Texas

REL people. During 1950 over 200 miles were added to the

transmission system. In 1951 about 100 miles were built and

in 1952 and 1953 less than 50 miles were added since the total

membership was being served and new lines usually represented

lines to new load centers to serve the expanding demands of

the individual cooperatives. (See Table I for expansion.)

4
Annual Report of Brazos Electric Cooperative to Federal

Power Commission (Austin, 1949), p. 3.

Ibidl. ,(1954), p! +.
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TABLE I

ADDITIONS TO BRAZOS ELECTRIC POWER COOPERATIVE
TRANSMISSION SYSTEM FOR YEARS

1941 THROUGH 1955 *

Years Additions Mileage Totals

1941 Peaster to McGregor 122.3
Morris Sheppard to
Garland 11

240.2

1947 Coppell to Sanger 29.58
to Rhome to Decatur 17.51951** Morris Sheppard to

Seymour 67.3Olney to Shannon 28.5
Granbury to

Downing 50.3Belton to Georgetown 41.19
McGregor to Belton 27.8
Belton to Bedias 115.85
Hearne to Purdon 107.6
Grandbury to Bono 23.3
Brock to Weatherford 5.4
Georgetown line to
Bartlett 

2.7
521.10 761.3

1951 Whitney Dam to Garland 97.4
Purdon to Reagor Springs 23.8
Hamilton to Rising Star 59.28
St. Jo to Alcorn 20.0

200.4-8 961.78
1952 Bono to Lillian 26.10

Poage Plant to Hamilton 66.30
Whitney Station P 82

98-22 1060.00
1953 Sanger to St. Jo 34.156

Lillian to Mansfield 6.30
Misc. -24

44.-10 1104.10
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TABLE I--Continued

Years Additions Mileage Totals

1954 St. Jo to Bowie 19.14 1123.5

1955 Shannon to Bowie to

I Peaster 86.35 1209.85

Source: Annval Operating Statistics for Years 1951
to 1955, and System Map M-100.

**

Exact dates not available.

The load growth of the cooperatives in the Brazos

Electric Transmission System in terms of kilowatt hours from

1950 through 1955 is shown in Table II.

By the end of 1951 the nineteen member cooperatives of

Brazos Electric Co-op had 28,000 miles of line serving 64,000

consumers. This represented an increase of 16,000 miles of
6

line and 32,000 consumers since the end of 1946.

It was in 1953 that the Brazos Co-op established its best

record to date for continuity of service. Fifty-three inter-

ruptions caused by lightning, sleet and structural faults

amounted to 53 hours and 5 minutes out of the year's total of

8760 hours. Only about 2 per cent of the consumers were af-

fected at a time. The total continuity for the year was

99.4 per cent.7

6Annual Report of Brazos Electric Power Cooperative
(Waco, 1953), p. 4.

7Ibid.
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TABLE II

LOAD GROWTH OF MEMBER COOPERATIVES IN BRAZOS
ELECTRIC TRANSMISSION SYSTEM BY YEARS

Member Years

KilowattHours

1950 1951? 1952 1953 1954 1955

Bartlett 2,580 3,303 3,736 4,215 4,726 5,098

B-K 4,439 5,231 5,769 6,546 7,468 9,176

Belfalls 3,763 4,535 5,203 6,002 6,536 7,041

Comanche 6,365 8,215 9,087110,487 12,637 14,036

Cooke ... 11,449 13,420115,249 17,827 21,834

Denton 5,867 6,992 7,694 8,842 9,972 10,439

Erath 8,197 10,479 11,334 12,843 14,644 15,410

Ft. Belknap 4,344 5,207 6,697 8,746 11,295 13,295

Hamilton ... ... 12,256 12,839 14,168 14,953

Hill 10,530 6,401 6,693 7,748 8,631 9,289

J. A. C. 2,74713,340 3,981 4,728 6,130 7,631

Johnson 5,463 6,708 7,946 8,704 9,732 10,228

Limestone 4,896 5:097 5,590 6,215 6,9031 7,291

McLennan 4,636 5,383 5,845 6,639 7,400 7,934

Mid-South 2,568 3,169 3,893 4,587 5,393 6,135

Navarro ... 5,320 6,035 6,634 7,370 7,572

Robertson 1,628 2,056 2,398 2,775 3,224 3,451

Tri-County 7,696 8,523 9,927 10,18911,779 13,422

Wise 3,185 3,864 4,526 5,157 -5,869 6,540

Totals 78,905 88,989l132,030 l4%145171,702 1190,777
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In 1954 line construction reached the lowest point in

the history of the Brazos Co-op since the war. Several sub-

stations were increased in capacity, and by the end of the year

over eighty miles of line and three substations were under

construction. Since it took over a year for the Department of

the Interior to approve the contract between Southwestern Power

Administration and the Brazos Co-op, the power that was gener-

ated by the testing of the power plant and the release of sur-
8plus lake water was sold to Brazos at a very low price.

During 1955 the Brazos Cooperative faced even more acutely

a problem which they had started trying to solve in 1953. With

the growth of electrical load in the system the cooperatives

had to buy more power from the commercial utilities or build

more generating facilities of their own. In 1953 they had ap-

plied for a loan to expand transmission lines and build a new

generating plant in North Texas. Throughout 1953 and 1954 the

loan was held up. In 1955 the REA asked for more studies and

information on the project. Finally in November the applica-

tion was revised at the request of the REA. "he new ap-

plication asked for a loan of $6,300,000 for generation

facilities and $j'1,200,000 for more transmission facilities.

By the end of 1955 there had been no approval of the applica-

tion. E. D. H. Farrow, president of Brazos, said in the 1955

annual report of the Brazos Electric Power Cooperative:

8 Ibid. (19541), p. 3.
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"We have not yet found the answer to the problem of obtain-

ing REA loan funds under an adverse administration."9

During 1955 REA did approve a loan of $2,310,000 for

transmission facilities. This was to be used to build lines

through Milam County, but then a problem arose which is a

sign of the difference in the attitude taken by the farmer

twenty years ago and his attitude now toward the cooperatives.

E. D. H. Farrow made the following statement:

Twenty years ago, when the farmers in that area
did not have electricity, right-of-way easements to
build the necessary lines to serve them were easily
obtained, often at no cost. Yet in 1955 it was
necessary to condemn fifty out of eighty-eight farm
landowners in order to obtain the easements needed
to serve the same farmers from whom we were attempt-
ing to obtain the easements. 10

In 1955 the condemnation suits that resulted from the

right-of-way trouble in Milam County slowed down the work in

that area; in the northern part of the state the loop between

Shannon and Peaster was completed. Four new substations with

a total transformer capacity of 34,700 Kilovolt Ampere (KVA)

were built. Among these was the Whitney Substation which con-

nects the Brazos Co-op's lines with those of the Texas Power

and Light Company and has a capacity of 32,200 KVA. Morris

Sheppard Substation was increased from 600 KVA to 1,000 KVA
11

in capacity. These changes in substation capacity show that

9 10
Ibid. (1955), p. 3. Ibid., p. 1.

11
Ibid.
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constant revision of the system must go on if sufficient

power is t o be made available to the member cooperatives

as their loads increase.

The Whitney Dam created a large amount of hydro-

electric power right in the heart of the Brazos system.

Brazos was the successful bidder when the Southwestern Power

Administration offered a yearly total of 2,500,000 KWH (Kilo-

watt Hour) for sale. The price paid for this power is

$441,000 per year. The Texas Power and Ligh Company wanted a

source of peaking power or power to carry over the high demand

periods from mid-morning until after industries started shut-
12

ting down in the afternoon. Brazos offered to exchange the

peaking power of Whitney Dam for firm or long-demand power. A

source of firm power was becoming increasingly necessary be-

cause of the lack of co-op generating facilities sufficient

to supply the basic power needs of the member cooperatives.13

In May, 1956, the loan application which had been filed

with REA for three and one-half years was finally approved.

'he loan of $6,300,000 for construction of generating

facilities totaling 33,000 kilowatts was one of the last
14

approved under the adminstration of Ancher Nelsen.

12Interview with R. A. Segrest, Comptroller of Brazos
Electric Power Cooperative.

13
Ibid.

14
Rural Electrification Magazine (June, 1956), p. 55.
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The site for the proposed power plant had been given

in the application as Lake Bridgeport. During the summer

of 1956 the extremely dry weather and increased demands

from the water system of Fort Worth almost drained the lake

and made the engineers of Brazos look else where for a place

to build the plant. Wieatherford was planning to build a

lake on the northeast side of the town and requested con-

sideration as a possible site. On September 20 engineers of

the Brazos Electric Cooperative, together with engineers

from the Chicago firm of Larremore and Douglas who are con-

sulting engineers for the project, came to Weatherford and

picked out the exact location. The site will be about a

mile back from the dam and on the west side of the lake.

Construction is to be completed in March, 1958.15

Figure 1 is a map showing the transmission lines and

power sources for the Brazos Cooperative.

15

p. 1.
The eatherford Democrat, Monday September 24, 1956,
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As part of its long range planning for future power

sources the Brazos Co-op is now in the process of negotiating

with the City of Denton for a power interchange agreement.

Both the co-op and municipalities have difficulty in obtaining

economical stand-by power. By agreements with each other

they can substantially reduce their operating costs and the

investment that would otherwise be required.16

The contract with Denton will be essentially the same

as those existing with Garland, Bryan, and Greenville. It

provides that the co-op erect a permanent substation near

the city power plant and that one half of the cost of the

station be paid back to the co-op on a monthly basis.

At the present time Denton is using only about half of
17

its new steam plant's capacity. Excess generation capacity

can be sold to the Brazos system in times of high power de-

mand. By the time the 3razos system's Lake Weatherford

generation plant is placed in operation Denton may be need-

ing extra capacity which Brazos can provide. By such agree-

ments both the co-op and Denton can keep investment at a

minimum and utilize new facilities more completely within a
18

shorter period of time.

l 6 Interview with Ross Segrest, December 16, 1956.

17
Interview with Glenn Geyer, Manager of Denton steam

plant, Denton, November 26, 1956.

18Interview with Ross Segrest, December 16, 1956.



CHAPTER IV

CURRENT OPERATIONS AND PROBIENS

At the present time the Brazos Electric Power Co-

operative obtains power from several different sources. The

great bulk of its power comes from the Bob Poage plant at

Belton. This generation facility is owned by the co-op it-

self and since it is the source of the cheapest power avail-

able to the system, it stays in capacity operation almost

all of the time. One difficulty with the Poage plant has

been its location relative to the load center of the Brazos

system. The northern part of the system has expanded rapidly,

and the distance from Belton makes the expansion of the

Poage plant impractical from an engineering standpoint.

Transmission losses to the other end of the system would be

too great. The construction of the Weatherford plant will

greatly facilitate service to that area of the cooperative's

operations.

When the Brazos Co-op sold the power from the Morris

Sheppard Dam to Texas Power and Light Company, it retained

3,000 kilowatts of power for its own use. This amount, though

1
Interview with Ross Segrest, Comptroller, Brazos

Electric Power Cooperative, September 20, 1956.
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not large, does help during peak demand periods by holding

down the amount of demand power that must be bought from

utilities.2

In the annual report of 1952 R. J. Sayger, Chief Dis-

patcher for the Brazos Electric Power Cooperative, made the

following statement:

The capacity now available will barely meet the
load requirements for 1952 operation; therefore,
serious consideration should be given to the instal-
lation of additional generating equipment in the
near future. 3

The additional equipment referred to was first thought

of as expansion of the Poage plantbut the transmission dif-

ficulties mentioned before made it more practical to build

another plant in the upper part of the system. The plant at

Weatherford will not be ready for operation until 1958. The

difference in generating capacity and demand will have to

come from the commercial utilities.

The Texas Power and Light Company is the supplier of

much of the power that Brazos sells to the member co-ops.

Through sub-stations on Texas Power and Light lines power

is fed into the Brazos System during peak demand periods.

In some areas, such as the eastern side of the Johnson

County Co-op system, the local co-op takes power from a

2 bid

3
Annuirl Report of the Brazos Electric Power Co-op

(Waco, 1951), p. 1.
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Texas Power and Light sub-station and supplies the consumers

in that area. The area just mentioned is to be serviced

by a new Brazos sub-station in the near future. 4  Another

type of service which the Texas Power and Light Company gives

to the Brazos system is the serving of isolated metering

points. Often the lines of the utility company are very

close to a group of the local co-ops' consumers ,and they can

be serviced much easier by the utility than by Brazos. The

local co-op builds the line from the consumers to the utility

line and a meter is installed. Power thus metered is billed

to the Brazos Co-op which in turn bills the local co-op.

This part of the Brazos system will likely remain on the

utility lines because the few customers in these areas make

it impractical to extend Brazos lines to reach them.

These three factors constitute the present power re-

sources for Brazos Electric Power Cooperative. The load

demands and power sources for the future are shown in

Figure 2.

In the area of power sales, records are available from

1951 to the present time. The largest amount is sold to the

nineteen member cooperatives, the Texas Power and Light Com-

pany and then the cities. Smaller consumers are: West Texas

4
Interview with Truett Bailey.

Interview with Ross Segrest.
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Utilities Company, and the Service Pipe Line Company.

Tables III and IV show the amounts bought, generated and

sold by the Brazos Co-op. Source: operating statistics 1951-55.

TABLE III

SOURCES OF POWER FOR BRAZOS ELECTRIC POWER
COOPERATIVE FOR YEARS 19 51 TO 19 55

Supplier Kilowatt Hours
Years

1951 1952 1953 1954 1955

Poage Sta. 103,173 137,154 158,229 118,303 149,554

Whitney -0* .-- 3,391 27,518 4,072

Morris
Sheppard 00 .0. 14,454 14,454 14,454

T. P. & L. 66,900 71,685 ... 524 2,820

Cities ... ... . 476

Inadvertent
(T.P. & L.) .. ... ... 66 26

The following table sets forth the sales of power from

Brazos Electric Power Cooperative for the same five-year

period, 1951-1955.



TABLE IV

SALES OF POWER FROM BRAZOS ELECTRIC POWER
COOPERATIVE FOR YEARS 195l--1955

Kilowatt Hours
Buyers

_______ Years

1951 1952 1953 1954 1955

Member
Cooperatives 57,307 67,266 86,571 108,744 122,109

Cities 18,173 24,434 24,010 30,696 28,758

Service
Pipe Line
Co. .. ... 574 128 845

West Tex.
Utilities
Co. ... J .. 2,068 2,306J 2,291

Station
Service ... ... 101 119 135

T. P. & L. ... ... 53,546 5,537

Figure 3 shows the kilowatt hour sales from 1946 to

1954.

The contract between the Brazos Co-op and the South-

western Power Administration concerning the Whitney Dam

power was negotiated November 17, 1953. It called for the

delivery of 2,500,000 KWH of power each month. The demand

might rise above that amount but not over 6,000,000 KWH

per month. In the event of a rise in one month it was to be

adjusted in later months to bring the average to 30,000,000
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for the year. The price paid for the power was to be

$36,750 per month. If Whitney was unable to deliver power

due to breakdown or lack of demand then SPA was to credit

Brazos with 12.49 mills per kilowatt hour not delivered with

an additional credit of 1.28 mills if the water level was

the reason for no generation taking place. 6

At the same time a contract was negotiated between

Brazos and Texas Power and Light Company. The latter agreed

to pay Brazos $37,916 for the 2,500,000 KWH. If the service

was interruptedthe Brazos was to pay Texas Power and Light

12.34 mills for each kilowatt hour not delivered up to the

amount of 2,500,000. If the reason for not generating power

was low water level then there was to be an extra credit of

1.24 mills per kilowatt hour.7

When these contracts were drawn up in 1953 the power

facilities at Whitney were far from complete. In 1955,the

Department of the Interior contacted Brazos and offered to

sell "dump power," or power which would be created by the re-

leasing of surplus water in the reservoir. The price of this

power was extremely low--.125 mills per kilowatt hour. This
8power was available until the contract went into effect.

6Contract between SPA and Brazos, November 17,1953,

7
Ibid.

8Contract between Department of Interior and Brazos.



The output of both the Morris Sheppard and the Whitney

dams represents fairly fixed cost power sources. The Morris

Sheppard contract is for twenty-five years with re-negotia-

tions on power rates every five years. The Whitney contract

is with the Southwest Power Administration and runs for

thirty-five years. 9

Power purchased from the Texas Power and Light Company

is at the rate of 5.6 mills per kilowatt hour. The con-

tract has aclause calling for increases based on the rise

of the cost of gas, a demand clause which penalizes the

co-op if it goes over its contracted demand quota in periods

of peak load and a clause which the co-ops call a "ratchet"

clause which makes the demand quantity reached in a peak

month the new demand quota. The co-op must then pay on the

basis of the new quota even though it does not require it
11

for low peak months.

The main expense in operating the Poage steam plant at

Belton is the rising cost of natural gas to fire the boilers.

Though this is the cheapest fuel available its price has

risen from ten and one-half cents per 1000 cubic feet in 1952

9Contract between Southwest Power Administration and
Brazos Co-op.

10

Interview with T. Bailey.



to thirteen and nine-tenths cents in 1953 and to sixteen

cents per 1000 cubic feet in 1954. In its new contract

with Lone Star Gas Company the rise in prices is limited to

one and one-half cents per thousand cubic feet for the next

five years. The over-all effect of these increases has been

severe damage to the long-range budget of the cooperative.

Fuel costs rise directly as the demand for electricity in-

creases. Practically all other costs are fixed and do not

fluctuate with demands for power. With this rise of 52 per

cent in the cost of fuel the Brazos Co-op was forced to

raise the price for power from 7.7 mills to 8.2 mills per
12

kilowatt hour.

As natural gas continues to gain in popularity in the

eastern area of the United States, Texas must bid against

the distributors in other states served by the gas pipe

lines. The result is higher gas prices for Texas' in-

dustries.

Perhaps the most confusing aspect of Rural Electrifi-

cation Administration loans is the result of the five-year

deferment of payment. This provision was included in the

Rural Electrification Act of 1936 to give the new coopera-

tives a chance to establish themselves before having to start

to repay the loan. During the five-year period the interest

Annual Report (Waco, 1953), p. 6.
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is added to the total amount due but it is not compounded.

The interest thus accumulated must be taken as an expense

each of the five years, but the payment of this expense is

spread out over a thirty-year period.13 Figure 4 shows the
application of the Brazos Co-op dollar for 1953-1955.

The result of this deferment is to make the books of a

co-op look bad on an accrual basis when actually they may be
14operating in the black on an actual cash basis.

The Brazos Co-op at the time of its last annual report

showed total resources of $15,222,566 with an accrued deficit

of $1,124,130. Actually the Brazos is operating in the black

and is maintaining a cushion of credit with the REA.15 The

payments in excess of the amount current draw 2 per cent

from REA. The answer to the financial troubles of the Brazos

will not be forthcoming until the generation plant is com-

pleted in North Texas. As R. W. Miller stated in his 1955

report: "Loads and cheap power are the two most important
16goals of today--we can't have one without the other."

The marginal nature of the cooperatives' operations

makes one part of their expense of operation stand out very

strikingly when compared to the commercial utilities. The

13lbid.14

15 Annual Reporl t(Waco, 1955), p. 4.

16
Interview with Ross Segrest.
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manager of the Brazos makes an annual salary of $9600 per
17

year. In the salaries paid to linemen and other hourly

wage earners there is very little, if any, difference be-

tween the cooperatives' wage scale and the utilities in the
18

area.

Another comparison in wages is possible in the wage

scale of the local distribution cooperative. Figure 5

shows the Johnson County Co-op wage structure.

Since a cooperative is organized as a service organiza-

tion, it would be well to evaluate the service given the

member co-ops. The local co-ops can buy power from the Texas

Power and Light Company for 5.6 mills per kilowatt hour. The

rate from Brazos is 8.2 mills. The manager of a cooperative

that buys power from both sources gives the following reasons

for his preference for Brazos power, even at the higher rate.

A kilowatt hour of power is not just a unit to be
picked up and delivered to the consumer. There are
many kinds of kilowatt hours. Some have lagging
voltage, some are unstable from minute to minute and
some vary in voltage from 127 volts at ten at night
to 105 volts at 12 noon the next day.

Another consideration is that where you pick up
the power may not be where you need it. You may
have to build lines many miles to reach the place you
want to serve. If the voltage at the delivery point
is not the proper one for your system you have to
transform it to make it serve your purposes,

17
Interview with E. D. H. Farrow.

18
Letter from Ross Segrest.



Members (owners)
paid by rate savings

and equities

Board of Directors
(Elected each year. Paid

only expenses of attending
meetings

Attorney
(retainer)----------- General age---------System En ginr

($7200 per year (fees)
plus car, 3 weeks

vacation, no limit
on sick leave)

Assistant Manager Office nager
x7 ($5280 per year, ($4800 per year

other benefits same on hourly basis)
as manager)

Linemen 7

($300 to $420 per
month according to
qualifications and
experience.)

Office Girls
($3C0 peb month
on hourly basis)

Fig. 5--Wage structure lof the Johnson County
Electric Co-op.
Source: Interview with Truett Bailey.

The Brazos Electric Power Cooperative provides
modern, steel and concrete substations located at
the load centers of the cooperative. These load
centers are established by a competent engineering
study. In these substations there is installed
ample transformer capacity plus a bank of 32 step
voltage regulators.

This power is delivered to the distribution
co-ops where they need it at controlled voltages
and is metered to them at their voltage. This means

)



that the distribution cooperative does not pay for any
losses except those actually incurred on its own dis-
tribution system.

When we buy from the commercial utilities we have
to build lines to their designated point of delivery
from our load center, transform the power to our
voltage, regulate the voltage to make it constant
and send it a distance to be distributed. All of the
losses incurred in transformation, regulation and
transmission are our expense since the metering is
done on the utility side of the transformer. We must
also bear the cost of the substation, about $35,000.

This is the reason that a price of 5.6 cannot be
compared directly to a price of 8.2. 19

Since the local cooperative is a non-profit organiza-

tion, the electric bill of the consumer accurately reflects

the cost of bringing electric service to the farm. The bill

of J. wallace illiamson, Glen Rose Star Route, Cleburne,
20

Texas, for September, 1956, was $17.63. This was the cost

of 1009 kilowatt hours. The rates of Texas Power and Light

in the town of Cleburne (16,000 population) for the same

amount of power would have been $23.665.21 The density of

customers for the Johnson County Co-op is 2.5 per mile and

a transformer must be placed at almost every customer's

line tap. In towns as many as eight customers may be served

from one transformer and the density may run as high as 200

customers per mile.22

19Interview with Truett Bailey, Cleburne.
20 Johnson County Electric Co-op records.

2 1 Telephone call to Texas Power and Light in Cleburne.

22
Interview with Wm. B. Alexander.



The Brazos Electric Co-op is constantly revising its

system as new loads require more transformer capacity in

some area or new load centers develop. The nineteen member

co-ops direct the expansion of the system to their needs,

and there is no negotiation with the supplier to give added
23

service.

As illustrated by the attitude of the farmers in the

Iilam County right-of-way incident mentioned before, there

is a great difference in the co-op member of today and the

member of twenty years ago. The cooperative is no longer

an organization of the farmers' friends and neighbors banded

together to help each other; it is thought of as any other

utility. The tolerance that permitted inefficient service

in the past no longer exists.

The most important result of this change of attitude

has been the indifference to the problems of the co-op

both on a local and national scale. Because the co-op

member can no longer see the efforts of the opposition in

terms of spite lines, high rates and poor service he is

often unaware that there is any opposition, and he thinks

what is will always be. The cooperative movement must edu-

cate its members to their responsibilities if it is to

survive. E. D. H. Farrow, President of the Brazos Co-op,

23
Interview with Truett Bailey.



gave this view of the problem in the 1955 annual report to

the member cooperatives:

You and I can remember very vividly the fight we
had in getting service to all of the rural areas of
Texas. At the time we and the farmers were one. In
order to obtain the support of the new generation of
farmers on our problems of today it does no good to
remind the new generation of our problems of twenty
years ago. It is necessary for us to acquaint this
new generation with the problems and facts of today.
And we will win them over and keep them on our side
only by solving the problems of today--not by de-
manding their support because we solved yesterday's
problems. 24

As an approach to the problem of educating the new

co-op member of today, the cooperatives of Texas have press

pared a program for presentation in the public schools.

Under the sponsorship of Texas Electric Cooperatives, Inc.

of Austin, the plan was prepared by the Department of Agri-

cultural Education of A. & M. College. The teaching plan,

called "By the People--For the People," is being distributed

directly to about one thousand vocational agriculture teachers

in the district meetings being held by the ten area super-

visors of the Texas Education kgency.25

The story of the rural electrification movement in Texas

is told in a brief and factual manner. A film by the same

24
"The President's Report," Annual Report (Waco, 1955),

p. 1.

25
Texas Electric Cooperatives, Inc., Newsletter, Vol.

XI, No. 36.
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name will supplement the printed matter. Local co-op

managers will distribute the material to teachers in dis-

trict meetings this fall, and a potential of forty thousand

students will have the program presented to them.26

In the area of mediums to inform the general public

the utilities have a distinct advantage. The vast amounts

of newspaper space, television and radio time, and the

magazine space purchased by the individual and combined

utilities are very effective in presenting their side of the

story. These same expenditures act as a deterrent to any

adverse criticism of the utilities or situations involving

their interests.

When the Brazos Co-op was being organized the com-

mercial utilities argued that there was no need for further

generating facilities in the area. The utilities attacked

the co-ops in paid advertisements in newspapers. When the

co-ops sought to reply, some newspapers refused their ads.

Among these newspapers was the Dallas Morning News. It

maintained this policy until a vigorous campaign, led by

George Harrard, manager of the Association of Texas Co-

operatives, rallied public opinion and in the words of

Bailey, "they were glad to run the reply."2 7

26
Ibid.

27
Interview with Bailey.



Just why utilities should advertise is a point raised

by the REA. They argue that a utility enjoys monopoly

privileges and therefore needs little advertising. There is

little reason for the average citizen being exhorted to

patronize his local power company when under the law he can

not go elsewhere anyway. Much of the time and space purchased

goes to remind the public that the utilities are "tax-paying"

281implying that the cooperatives are not. There is a growing

feeling among the co-ops that there should be some federal

regulation to prevent this type of advertising from being

charged as a business expense for tax purposes.29

The Brazos Co-op is tax-paying to the extent that any

partnership would be if it did not make a profit on the year's

business. Since the Brazos operates in thirty-three counties,

five cities and fifty-seven independent school districts, it

must pay property taxes just as any private individual or

company. Taxes paid by Brazos in 1955 were as follows:30

Ad valorem $66,295.52
Federal unemployment 759.27
F. I. C. A. 6,133.55
State unemployment 759.26
Car and truck license Q,104.93

$ 77,052.53

P
2hilds, 2. cit., p. 21.

P esolution adopted at the fourteenth annual NRECA
meeting, 'Rura-Electrification Magazine (February, 1956),
p. 48

30 Brazos Electric Power Cooperative Records.



The nineteen member co-ops of Brazos paid $90,614.00

in ad valorem and social security taxes during 1956.31

31
Statistics of REA borrowers, 1955.



CHAPTER V

PROSPECTS FOR TIE FUTURE

The area which Brazos serves is a very active and

progressive one. The diverse economic activities present

give a steady market for power undisturbed by weather, crop

outlook or technological change. In the eastern part there

is farming and some timber industry, in the central part

farming and light industry and in the western section ranch-

ing is predominant. The climate varies from the dry regions

near Seymour to the lower, more humid conditions found near

Bryan and Qeorgetown.

With the towns of Fort Worth, Dallas, Waco, Cleburne,

Temple, and Austin all in or very near the Brazos area of

service, prospects for the growth of the cooperative are very

good.

In a release concerning the REA loan awarded to Brazos

to build the Weatherford power plant the Department of Agri-

culture said, "Today's loan reflects the rapidly growing use

of farm power in the Brazos area. In 1955, the nineteen

members purchased 188 million kilowatt hours of energy.

Studies indicate that these requirements will climb to 255



million kilowatt hours in 19 5 '7 , to 315 in 1960 and to more
1

than 413 million kilowatt hours in 1965."1

The summer of 1956 gave very definite indications of

what the trend is to be for the future. The peak demand of

the Brazos system in August, 1956, was 26.3 per cent over

the peak demand for August, 1955, with the total energy

sold up 31.8 per cent for the same periods. Sale of energy

to co-ops was up 27.2 per cent over August, 1955, and the
2

sale of energy to cities was up 66.2 per cent.

Table V shows the anticipated increase in the area

about the Brazos system for the years from 1954 to 1980.

This shows an increase in growth of almost fivefold during

those years.

In the nineteen member co-ops of Brazos during the year

of 1950 the average number of members per co-op was 3,173

and the average consumption was 88 kilowatt hours per month.

In 1954 the average membership rose to 3,614 while the

average kilowatt hour use jumped to 136 per month. In other

words, a 15 per cent increase in membership was accompanied

by a 54 per cent increase in power consumption.3 The in-

crease during the last summer was even faster in pace. The

U. S. Department of Agriculture, USDA, 1389-56
(May 14, 1956).

2Interview with Milton Sturdivant, Brazos Superintendent.

3REA Journal (1954).
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TABLE V

FUTURE ENERGY FOR LCAD AND PEAK DEMAND FOR FEDERAL
POWER COMMISSION AREA 37, REGION V*

Energy for Load Peak Demand
Year (Million KWH) (Megawatts)

8,133

8,796

10,130

11,238

12,447

13,670

14,845

16,075

17,275

18,450

19,607

20,730

26,800

32,900

39,000

1,747

1,906

2,233

2,498

2,790

3,092

3,389

3,670

3,945

4,214

4,480

4,740

6,150

7,580

9,030

a w . r~~~~~~~~r ~.4'-a . ~ r ~ r w s . r ~r.

*Source: Regional load
1956.

estimate report, September 20,

1954

1955

1956

1957

1958

1959

1960

1961

1962

1963

1964

1965

1970

1975

1980
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Johnson County Co-op reported an average consumption of 325.7

kilowatt hours per consumer as compared to a national average

4
of 200 hours per consumer.

Adequate power is essential to the Brazos group not only

in terms of future demands but it is considered to be the key

to solving the financial problems which cause the co-op to

operate on a narrow margin. There are primarily four ways of

obtaining the future power needs of the Brazos system: new

steam plants (gas fired), hyrdoelectric plants, commercial

utility companies, or atomic energy plants.

The source that is being developed for the immediate

future is steam generation. The new plant at Weatherford

will provide 32,000 kilowatts of energy which should provide

for the needs of the system until 1965.

Though steam is the most widely used source of electrical

energy, it is not without faults. The most obvious fault is

the rising cost of fuel. Though the new plant will burn

natural gas, one of the cheapest fuels, the price of that

6
fuel has been raised 52 per ceni since 1952. Another example

of fuel price increases is found in the commercial utilities.

4 Johnson County Co-op records.

5 "Cover Chart," Annual Report f. Brazos Electric Power
Cooperative (Waco, 1955).

6
Annual Report of Brazos Electric Power Cooperative

(Waco, 1953), p.6 .
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Texas Power and Light Company had a long term contract with

Lone Star Gas for their Trinidad generation plant. The old

rate was 3 cents per 1000 cubic feet. The new contract, put

into effect early this year, priced the gas at 13 cents per

1000 cubic feet. 7

Another serious defect in steam generation is the time

it takes to place a steam generator in service. The reach-

ing of operating steam pressures requires up to twelve hours

from a cold start and even from a standby heat the time re-

quired may be an hour. The fuel, man power and delay in-

volved in delivering capacity generation from a steam plant

make them seem cumbersome compared to hydroelectric facilities

which can reach capacity within minutes. The Bob Poage plant

represents an almost ideal situation for steam plants; it

runs at near capacity or capacity almost all of the time

and thus attains greater efficiency. The new plant will

probably not be able to attain this situation until the

future creates a base demand equal to the capacity of both
8

the Poage and veatherford plants.

As mentioned above, the hydroelectric generator has the

advantage of reaching total capacity in a short time. The

Whitney Power Station can deliver 50,000 kilowatts within

five minutes' notice.9 Another favorable aspect of

7 Interview with Ross Segrest.

Ib id. 9 I1bid .
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hydro-generation is the low cost and freedom from factors

which would affect price after the project is built and in

operation. The only problem with hydro-power in the Brazos

area is that there is not enough to provide firm power round

the clock. It is used only as a peaking power source and

often the lack of water limits that use.

The only prospect for new hydro-power in the Brazos

area is the Six-Dam System of the Brazos River Authority.

There are presently two dams, Whitney and Possum Kingdom, on

the 3razos. The Authority, a state agency, has proposed a

series of dams to be built between the existing darns to con-

trol floods more effectively, provide water supplies, create

recreational facilities and to generate electricity. This

last purpose is not a primary one and is thought of only as

a means to retire the loans and bonds used to finance the
10

program. The amount of money needed to construct the

project is 185 million dollars. A bill is in Congress now re-

questing 27 per cent of this amount. If it is authorized, then

'135 million dollars in 3- per cent bonds will be sold to the

public and the government will purchase 50 million dollars

in 2J- per cent bonds. The pay-out period would be fifty
11

years. Created by the Six-Dam program will be water

10Brazos River Authority, Facts from the Brazos River
Authority (Mineral Wells, 1956), p. 9.

11
Interview with Roger Tyler, general counsel, Brazos

River Authority, Mineral Wells, October, 1956.
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facilities of over 2.2 million acre-feet of water. The power

generated would be 500,000 kilowatts. A unique feature of

the power plants would be that the generators will be re-

versible. In periods of peak power demand they operate as

generators. In periods of no demand they can operate as

great motors pumping water back into the lake above. This

principle is called "pump-back." Power generated will be

sold at standard rates1 the power to pump the water back

will be bought at a very low rate from the same utilities
12

which use the dams' energy in peak periods. This surplus

or "dump energy" is a by-product of steam plants being kept

hot in periods of low demand. The delay and loss of effi-

ciency that results from allowing boilers to cool would thus

be partially offset.13

The map in Figure 6 shows the proposed Brazos River

Authority program and the development of hydro potential in

the central Texas area.

The commercial utilities will probably remain as the

source of much of the Brazos Cooperative power especially

after the absorption of the Weatherford plant's capacity

into the system. As a purchaser of almost one million

12
Texas Electric Cooperatives, By the People, For the

People (Austin, 1956).

13
Ibid.
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dollars worth of electric power in 1955 the Brazos Co-op

is a very good customer of the utilities. The power bought

is helpful to the load factor of the utility and as such

makes them more efficient. Even though there is still a

fundamental difference in philosophy that will continue to

exist, the relationship of utility and co-op must be one of

mutual understanding and cooperation in actual practice.

At the present time the Brazos Cooperative does not

seem to be very concerned with the prospect of atomic

energy as a source of power for the future. Perhaps this

may be attributed to preoccupation with today's problems and

their solution. The attitude seems to be one of "wait and

see," and the co-op is not worried about how long the wait

is or who develops the program.

On a national scale the NRECA is actively working for

government participation in the development of atomic gen-

eration facilities by supporting such legislation as the

Gore-Holifield Bill. Proceeding on the basis that the govern-

ment would have to initiate any real action in the field of

atomic powered generation facilities, Senator Gore of Tenne-

ssee and Representative Chet Holifield of California in-

troduced bills in their respective houses to have the govern-

ment build six atomic power plants in various parts of the
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nation. The bill passed the Senate but was killed in the

House of Representatives.14

The president of the NRECA, J. H. Smith, made the fol-

lowing statement which sums up the viewpoint of that organi-

zation.

At least at this stage, the yardstick incentive
is necessary as well as the profit motive, to spur
private enterprise to its maximum. And so mammoth
is the undertaking and the possibility of utiliza-
tion of atomic power that preference for non-profit
distributors, such as rural electrics, is neces-
sary to preserve the balance between "bigness" and
individual liberty and opportunity. 15

Unlike the private utility which may expand at its

discretion, the Brazos Cooperative must rely on loans from

the Rural Electrification Administration for expansion and

modification. The dependence of the co-op is illustrated

by the fact that the Weatherford generation facility was de-

layed three and a half years by the REA refusal to approve

the loan. The basis upon which the REA receives its funds

to operate 'is by appropriations which must pass the Congress

and the President. Repayment of loans is made to the

Treasury of the United States, not to REA. The co-ops feel

that if the REA was given a fund which could be used for loans

which were paid back to the fund the REA not only would be

14 "Legislative Box Score," Rural Electrification fIga-
zine (February, 1956), p. 23.

15
"Atomic responsibilities," Rural Electrification Maua-

2ine (July, 1956), p. 36.
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self-sufficient but could prevent much of the misconception

that exists in the mind of the public.16

The cooperatives are well ahead of their payment

schedule for their loans and the percentage of delinquent
17

loans was .08 per cent in 1954.

The co-op must pay interest of 2 per cent for its work-

ing capital. The commercial utilities may build up sinking

funds which are not only free from taxation but can pay in-

terest as well.18

While the utilities accuse the REA co-ops of being

treated preferentially because of the 2 per cent loans, the

co-ops are quick to point out the fast amortization allow-

ances given to utility companies under Certificates of

Necessity. These certificates grant full amortization of an

expansion program within five years instead of the thirty or

more years which reflect the life of the equipment. To con-

ventional businesses, the certificates produce a tax sav-

ing. They do not "pay" taxes in the usual sense but merely

collect them from their customers as a business expense.

Under the rapid amortization certificates, the utilities

collect the taxes from their customers but are allowed to

16Interview with Truett Bailey.

17 Brazos Electric Power Cooperative Annual Report
(Waco, W9EF)

18
Interview with Ross Segrest.



69

keep some of the money collected. The net result has been

described as an "interest-free" loan. During the life of

the program, June, 1951, through April, 1956, the Office of

Defense Mobilization granted certificates which will amount

to a total of $1,400,000,000. By the time the life of the

projects has been utilized the total benefits to the utili-

ties will amount to $4,800,000,000.19 The program was in-

stituted as a stimulant to building of defense plant power

supplies during the Korean war.

Texas utility companies took advantage of this tax

exemption in the expansion of their power facilities. The
20

companies received a total write-off of $303,891,506. The

total amount advanced to Texas REA borrowers as of July 1,

1956, amounted to only $220,043,252. The Texas utilities

and the amounts they received on the basis of 6 per cent
21

interest for 33 1/3 years are as follows.

Central Power and Light $33,429,450

Dallas Power and Light 32,233,500

El Paso Electric Company 10,962,000

Gulf States Utilities 39,294,000

19Clay Cochran and Ron Ross, Thg Cse forCompetition
in Electric Power, Public Affairs Pamphlet Number 241.

2 0 Texas Electric Cooperatives, Newsletter, Vol. XI
(September 15, 1956), No. 36.

21
Ibid.
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Houston Lighting and Power 56,618,81+0

Southwestern Gas and Eledtric 18,127,275

Southwestern Public Service 54,404,497

Texas Electric Service 48,130,500

Texas Power and Light 68,583,450

West Texas Utilities 11,723,874

At this writing ,the Republican candidate for President

has just been returned to the White House. The coopera-

tives of the Brazos area are very concerned about what type

of leadership and support the Rural Electrification Adminis-

tration will be given the next four years. Under the policies

pursued by REA Administrator Ancher Nelsen the co-ops feel

they have met with delay and refusal where they formerly
22

found cooperation. They attribute the 31 year delay of the

loan to build the Weatherford generation plan to the Repub-

lican Administration. Before resigning from the REA early

this year Administrator Nelsen approved five generating and

transmission loans including the Brazos loan. Two of the

loans were for his home state of Minnesota where he As seek-

ing election as governor this year. The period between May 1

and May 15 saw the approval of loans for generation and

22
Interview with Truett Bailey.
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transmission equaling nearly one third of his previous three

year term of office. 2 3

In another area of REA activity Administrator Nelsen

has been accused of delaying co-op activity. On July 5,

1954, the commercial telephone companies received lists of

the proposed SAGE heavy radar sites throughout the country.

On December 7, 1954, Nelsen wrote the REA co-ops the follow-

ing:

It is not possible to determine at present how
many REA borrowers will be involved in the SAGE
project because of the uncertainty as to where the
various facilities will be located. 24

The cooperatives feel that the present administration

is responsible for many of the adverse conditions confront-

ing them today.

The cooperatives accuse the Department of the Interior

of selling power which has been allocated to co-ops and

other public groups to the commercial utilities. Another

facet of this problem is the raising of Federal power rates

to public groups and in effect lowering them to the utili-

ties. They say this is done by raising the rates on firm

power to the co-ops and municipalities, firming up less of

23Rural Electrification Magazine (June, 1956), P. 55.

24
IThe SAGE Story," Rural Electrification Magazine

(June, 1956), p. 16.
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the non-firm hydro power and dumping more of it to the

companies.25 The allocation of too much of the cost of new

dam construction to power purposes is making the consumers

of that power bear more than their share of the expense.

This situation is thought to be exemplified by recent

developments in the Southwest. Since 1947 the Southwestern

Power Administration has sold power at the rate of approxi-

mately 5.5 mills per kilowatt hour. In December of 1953,

after the six-year term of this rate had expired, the Sec-

retary of the Interior asked that the Federal Power Commission

be given an extension of this rate until the SPA and the

Department of the Interior had worked out a new allocation

of costs.

In January of 1956 the new rates were submitted to the

FPC for approval. Under this new rate the buyers of SPA

power would pay about 7.71 mills per kilowatt hour. This
26

meant an increase of 40 per cent in power costs.

The Assistant Secretary for Water and Power Development

of the Department of the Interior, Fred G. Aandahl gave the

following reasons for the increase:

The rates given were stated to be tentative and were

not guaranteed. The rate was established on the basis of

2 "Clyde T. Ellis, "Extracts from the Report of the General
Manager," Rural Electrification Magazine, No. 5 (February,
1956), p. 52.

26 "SPA Rate Hike Halted,' Rural Electrification zne1
No. 11, (August , 1956), p. 21.
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only two dams in the systems and not on all seven projects.

Also, the estimated costs of the other five projects were

much higher than first estimated and the resulting increase

in power allocation expenses has to be made up in higher

rates for power.27

Henry Blalock, a special consultant for three genera-

tion and transmission cooperatives in Arkansas, Oklahoma,

and Missouri, protested that rather than finding fault in

the generation and transmission co-op contracts that "there

is a close correlation between the deterioration of SPA's

financial picture and the contracts entered into with the

private utilities in the area." He further stated that

"subsidized contracts with the private companies more than

offset the greatly increased power available to SPA and

tumbled its financial position into deficits of $849,562
28

in 1954 and $2,733,139 in 1955."

The SPA has since lowered its request to half of the

original 2.21 mills per kilowatt hour increase but the

co-ops feel this was the original strategy, to ask for a

large increase and then let the co-ops feel they had won a

partial victory by making the SPA lower its request. Be-

cause of this feeling the co-ops are still demanding a return

of the old rate of 5.5 mills per kilowatt hour.29

27 28
Ibid. Ibid.

2 9Interview with Truett Bailey.



74+

Another area where the attitude of the Eisenhower Ad-

ministration has been accused of being against public power

is in the action taken on the Hoover Commission Report on

Water Resources and Power. In January of 1956 the President

sent to the Congress the report of his Advisory Committee

of Water Resources Policy. This report has come to be

called the "Little Hoover Report" by the co-ops because they

feel that it endorses most of the recommendations of the

Hoover Report. 3 0

Senator Wayne Morse (Oregon) has been one of the foremost

spokesmen for the public power groups in their condemnation

of the Hoover Commission and its findings. Morse accused

former President Hoover of saying, "The objective of the

whole proceeding should be to get the Federal government out

of the business of generating and distributing power as soon
31

as possible."

30
Clyde T. Ellis, "Extracts from the Report of the

General Manager"Rural Electrification azine, No. 5
(February, 1956, p. 52.

31
"Hoover Commission Funds," Rural Electrification

=, No. 12 (September, 1954), p. 22.



CHAPTER VI

CONCLUSIONS

The rural electric cooperatives now served by the

Brazos Electric Power Cooperative were the primary means

by which the farmers of central Texas were able to obtain

electricity.

In 1940 the individual cooperatives banded together to

seek a source of power cheaper than that which they were

buying from the commercial utilities. The granting of a

loan by the REA to build generating and transmission

facilities brought immediate offers of lower power rates

from the utilities.

Realizing the long term advantage in having their own

generation and transmission facilities the cooperatives

went ahead with their program and in doing so set the

pattern for other areas of the state. In all parts of Texas

there now exists, though only on paper, a generating and

transmission cooperative organized to insure low power rates

to that area. Figures 7 and 8 show the change in power rates

to REA co-ops for the Texas Power and Light Company, chief

supplier of the Brazos Co-op area, and for utility com-

panies of Texas as a whole.
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Fig. 7--Effect of establishment of Brazos Electric
Power Cooperative on rates of Texas Power and Light company.

Source: Texas Electric Cooperatives, $830,00 j Savings
in 1 2Years (Austin, 1952).
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Fig. 8--Effect of establishment of Brazos Electric
Power Cooperative rates of utility companies throughout
Texas.

Source: Texas Electric Cooperatives, $8,000,000 in Savings
in 12 Years (Austin, 1952).
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The data given in Figures 7 and 8 support the statement

of the co-ops that the Brazos Co-op has become the "yardstick"

of Texas power rates to rural distribution cooperatives in

the state.

At the present time the Brazo;. Co-op has about reached

the limits of its transmission system in total miles to be

erected but there is still great expansion in capacity

necessary to accommodate the load demands of the member co-

operatives and of the cities which either buy from Brazos or

have reciprocal agreements with it.

The cooperative feels that if funds for expansion are

delayed or refused because of administration pressures, the

gap between needs and facilities will grow wider or at best

lag continually. The lag thus created will, they believe,

make the Brazos dependent upon the commercial utilities for

power. The delay in the loan for the Weatherford plant and

the increasing amount spent for purchased power the last

three years seem to support this contention.

On a national level the federal "yardsticks " of TVA

and Bonneville face the problem of operating in the time when

the Hoover Commission Reports have made public power a very

controversial subject. The effect of these two projects on

wholesale power rates throughout the nation is shown in

Figure 9 on the following page.
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