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KCS shares hit
hard by news
of loss in lawsuit

By BILL MINTZ
Houston Chronicle

Wall Street hammered KCS !her%:

shamllondqaﬂ:era‘l‘em said
Ey:lﬂ to Ten-

ngcofuq:ihng natural gas with pro-

KCS Energy’s
mmmwmrmmm
toll on the Edison, N.J., firm.

The company’s sharés fell 6%, to'35%, in
See KCS on Page 8C.

BUSINESS

Finance & Markets

KCS

Cantinued from Page 1C. -

ﬁﬁdjng Monday on the New York
Stock Exchange.
Also, KCS will delay and possibly

‘terminate a planned public offering

and acquisition of the oil and gas op-
erations of MidAmerican EnerEr

Co. until the legal cloud created
%{e jury verdict is lifted, said James
Christmas, KCS president and

Huef executive officer,

:-The planned MidAmerican En-
deal, valued at $220 million,

'h_rould have doubled KCS Energy’s

-production and reserves.
- A state district court jury in Za-

-pata County ruled that KCS must

y $28.5 million in actual damages,
,{?14,1 million in punitive damages
-and $473,000 in attorneys fees to

Tenneco’s Tenneco Gas Pipeline

- 3~Tenneco filed its lawsuit after July

73994 tests revealed that
~duced by KCS in Zapata County had
-Bigher ‘than

gas pro-

expected . concentra-

tiens of propane.

KCS was obligated by 1ts contract
to deliver gas with a set energy con-
tent per thousand cubic feet.

When KCS substantially in-
creased production in 1993, much of
the gas did not meet the contract
specification, Tenneco argued in
court.

KCS began inj propane
the gas to raise t,he eat value to
_create the ap ce the gas met

the specification, said Mark Wawro,
an attorney with the Houston firm of
Susman, Godfrey, which repre-
sented Tenneco in the lawsuit.

Tenneco was required to take a
share of the pmduction in the field,
but it had the right to reject produc-
tion that failed to have the required
energy content.

The contract required Tenneco to
pay about $8.25 per thousand cubic
feet at a time when natural gas was
selling for about $1.50 to $2, Wawro
said.

Tenneco routinely tests gas deliv-
ered to its pipelines to determine
whether the gas is predominantly
methane and to make sure it meets

““contractual

consistent wil

equiremerits fhr heat-
ing values, sail
Johnson

“We believe fhe d’lur_',r‘s verdlct was'
e facts and is in-

not supported b
applicable law,”
Christmas said in a written state:
ment. “We are shocked and very

gjmomted with the jury’s verdlct :

He said the co y wﬂl ask a
judge to set aside Lﬁaﬂ

appeal the verdict.
Tenneco was represented by the
g%mmﬂ law firm 6f Susman God-

Tenneco and KCS are not.

strangers to courtroom battles.
The Texas Supreme Court ruled

'in August that Tenneco should pay

KCS, Tesoro Petroleum and Coastal
Corp. a total of $206 million'to cover
the difference between what Ten-

necq, paid for the companies’ natu-

ral gas from the Bob West field in
Zapata County and what it would

have been required to pay under its .

contract with them.
The court’s action upheld a 20-

spokesman Russell * tha

verdict.Fail;
'ing that, KC S*Wlllseekanewtna]orj.

yea:' conh‘actTdahng hacl; to 197
requires Tenneco to buy nat
ral gas from the three companie
through 1999 at prices well abov
the current market.

The contract is a “take-or-pay
agreement, under which Tennec
must take an allotted share of th
field’s natural gas production eac
day pr ‘pay for what is not taken.

g earlier case, Tenneco a
gued nsuccessfully that KC
showed bad faith by increasing pr:
duction of gas covered by the hig
priced contract.

- KCS said the latest dispute wil

Tenneco does not affect the sals

‘contracts, which run through Jani
_ ary 1999.

Tesoro said Monday that it hole
no interest in the producing pro;
erties that are the subject of the la
est dispute between Tenneco ar

KCS and its lawsuit is not affecte

Tenneco of Greenwich, Com

to sell its gas operation

mclu Tennessee Gas Pipelin

to El Paso Natural Gas Co. The de

is scheduled to be completed ne
" month.



