Washington Public Power Supply System
A JOINT OPERATING AGENCY ATTACHMENT 3

P.O.D0X94 MIFIFTHAVE. RICHLAND, WASHINGTONIS2 YELCPHONE (50N 72L5¢8)

ppril 25, 1973

Mr. Abraham Braitman, Chief
Office of Antitrust and Indemnity
Directorate of Licensing

U. S. Atomic Energy Commission
Hashington, D. C. 20545

Subject: WASHINGTON PUBLIC POJER SUPPLY SYSTEM
WPPSS KUCLEAR PROJECT KO, 1
ANTITRUST REVIEW FOR WHP-)

lefcrence: Letter, Directorete of Licensing to J. J. Stein,
fpril 3, 1973.

Dear Mr. Braitman:

‘The reference letter requested informaticn for antitrust review in
raspense to Item 9 of Appendix L to 10 CFR 50. Item 9 reguests
t.formation on “non-affiliated” electric utility systems witin peas
loads smaller then applicant's which serve either at wholesale or
retail adjacent to areas served by the applicant.

In view of the special circumstances of the Washington Public Power

Supply System (WPPSS) and WPPSS Nuclear Project No. 1 in particular,

as well as the unique nature of Pacific Northwest Power planning in
encral, most of the twenty Items (including Ho. ¢) in 10 CFR 50
ppendix L would not appear to be directly applicable, nor would

an atterpted literal response appear to meet the needs of the anti-

trust review.

1°PSS is 2 municipal corporation of the State of Washington which

is engaged in the generition of electric energy. WPPSS does not
engage in distribution or retail operations. The proposed WPPSS
buclear Project No. 1 is plant number 6 of the Hycdro-Thermal program,
a coordinated planning effort by four Northwest investor cwned
utilities, 104 public and consumer owned agencies, and the Bonneville
P.wer Adninistration, all acting as the Joint Power Planning Council.
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KPPSS Nucloar Project No. 1 will be owned by the WUPPSS, comprised of

21 pudlic and consurer owned agencies of the State of Washington. The
project’s capability was offered to all lt.]l;\C" in tu; Northwest

which participate in the Joint Pcwer Planning Council and is being
purchased by 104 public and consumer owned agencies trro sh "net +i1ling"
agreerents end by 5 investor owned corpanies -hrough Lxchcﬁse“ «G sements,

Hith this background, Mr. Joseph B. Knotts, Jr., counsel for the Swnr?v
-System, contacted your office d, in turn, the Departmant of Justi
for clarification and guidance as to appropriate responses.

The Justice Department's reply, which is attached (attachment A), suggests
that our response to Item 9 be limited, pending further notice, to a

map showing a1l non-affiliated systems In accordance with that suggesticn,
which we urdirstand is agreeable to your office, we are submitting the
following information to facilitate the antitrust review

Letter Subject Description
Att \ttachment

A Justice Department Suggested approach for
LOtI(r to Mr. Knot ing inft ,
&/12/73 requested by 10 CFR 5¢

B Tl ,.u\." of None- r\ tt“tk f
Affiliated Utilities utilities in the |
Nort! t parti
ting in the Project ar
their power source

> o

L.
c Service Area Map - Service area map of
Non-Affiliated Northwest utilitie!
Utilities not participating in

the Project

D Officia) Statment - 1) Description of |
$25,000,000 in Revenue 2) Dascription of Pro)
’ LOtL- for WPPSS Kuclear particir .
Project No. 1 3) Map of Service Area
of Project
Participants
4) Copies of major
contracts ase 1 a
with the Pre
Financial and 1

o™
~

6) Regiona
load-rescurce!
forecast




Mr. Braitman page 3

April 25, 1973

If further information is nceded, plezse let us know.

Very truly yours,

N. e o TR
J.

J. STEIN
Managing Director

JIS:DLR:mdm
Attachment




STATE OF WASHTHGTON
COUNTY OF BENTON

On this day personally appeared before me J. J. STEIN to me
«nown to be the individual described in and who executed the within
and foregoing fnstvument, and acknowledged that hé signed the same
as his free and voluntary act and deed, for the uses and purposes

therein mentioned.
Given under my hand and official seal this 25th day of April,

1873.

KRotery Public in“end for
the State of Washington,
County of Eenton



ALTACHMENT A AR AV ol

UNIT  STATES DEPARTMENT v 4USTICE

WASHINGTON, D.C, 20330

Addions Feply so the
Dislios Jaduried
oad Reder 1o Initinke and Noasber

TEK:JJS
60-415-0

April 12, 1973

Joseph Knot.s, Esquice

Suite 1050

1747 Pennsylvania Avenue, N, W,
Washington, D, C. 20006

Dear lMx, Knotts:

As attomey for Vashington Public Power Supply Systen
you have inquired whether the System, in coinecticn with a
forthecozing application to the Atcmic Energy Commission,
must furnish the data specified in each of the twenty items
of Infcimaticn Requested by the Atterney General for Antie
fxust Revicw, The System is repostedly a munieipal corpo-
ration ¢nd joint operating agency of the State of Wacghington,
ccnposed of appronimately 18 public utility districts and
the cities of Richland and Seattle. The power to be pro-
duced by the proposed nuclear unit will reportedly be made
available to the foregoinsy entities and to nwaerous other
public utilities in the Pacific Northwest,

Because of the broad ownership of the proposed nuclear
unit and the even broader access to power from the proposed
unit, you question whether there is need in this instance
foy all of the information which is custom--ily required
for antitrust revicw of AEC applications., Jou also note
that, under the usual informatien requirem.ats, each of
the entities composing the System will be required to sub-
mit a certain amount of information, and inquire whether
this is decned necessary.

We have reviewed this matter in the light of the
oints you have raised, the circumstances attending the
ystem's ownevship and operations, and our previous

experience in connection with the application submitted by
the System with respeet to the llanford No, 2 Nuclear Unit,



ATTACHMENT A

Our ecaclusion is that the System should sub: it the informa-
tion specified in the 20 itenms pertaining to antitiust revicw,
gubject to tha following modifications,
Item 8 - Submission of this data may be
deferred, pending notice from the Departaent
that it is nceded.,

‘

Item 9 - A map showing all non-affiliated
gystems may be subnitted ir licu of the list,
Submission of other data muy be deferred, pending
further notice,

Items 11 and 12 - Data relative to the System
only nced be furnished, Submiscion of data on the
entities comprising the Sy:tem may be deferrcd,
pending further notice,

Item 15 - Subnissic of this data may be
deferred, perding furthe. notice,

Item 20 ~ Subnission of this data may be
delerred, pending further notice.

We trust the foregoing modifications will en.ble the
Systen to expedite preparation of it application,

Sincerely yours,

THOMAS E. KAUPER
Assistant Attorney General
Antitrust Division

o’ N
= “’(f"{ (4-{-5 Ltk P
/7 A
D¢ Joscph;J{ Saunders

Chief, Public Counsel and
Legislative Section



ATTYACHMENT B

Tabulation of Non-Affiliated
Utflities

The following Vist includes those investor-owned utilities that are not

participants in the Project:

(1) Californiz Pacific Utilities Cc pany
(2) 1daho Power Company

(3) Utah Power and Light Company

The list on the following pages shows the other utilities that are
not Bonneville Power Administration Utility custemers and are not
participants in the Project. The 1ist also indicates the utility
from which each of the non-pa(tfcfpant utilities receive either all
or a porticn of their bulk power supply. As may be seen in the
table, oniy three utilities, the cities of Dubois, Soda Springs,
and the City of Weiser, Idzho, buy their power from non-participants
in the Project. '
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City of Dubois, Idaho
Village of Plummer, Idaho
City of Soda Springs, Id Utah Power and
C{t)' Gf \'I'Q I'}"‘)"

City of Ashland, Oregon

Nehalem Basin West Oregon Electric Coope
Utility Distri
Alder Mutuzal Ligh mpany City of

<~

Chelan County PUD, Washington

Power Company

.

dacomae,

Town of Fircres

Lakeview Light and Power

Comparny
Town

Washington Water Power Company

Company

Ohop Mutual Light Company City of Tacoma, Washington

Parkland Light and Water City of Tacoma, Washington

Company

sula Light Company, = City of Tacoma, Washington




20,
21,

22,

Utility
Preston Electrie Utility

Town of Steilacoom, Washington

. PR :
Townof W= “--2 . Washington
g

.- =

S AT

Utilfty'~ Source of Power
City of Tacoma, Washington
City cf Tacoma, Washington

Douglas County PUD, Washington
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Northwest Utility Halts

- Another Nuclear Project

|
)

-~

“Special to The New Yort Tirnes « Immediately after the announce

. . i . ment that the No. 3 plant would be
SEATTLE, May 27 — The Washing- " mothballed for three years, traders

tl:n l:t.fbuc Povelr ‘S‘;Pply S:rste; ;‘{1 4 the price they were willing to
y pearly 1,400 craftsm 33 or the tem's bonds

begin to “‘demobilize and preso~- L e - 4

Za0ne to two points. t tra oC-
another of its mclear on “*ourred at lower eveln?:?‘tbm
onday because of a lack of financ. - quickly came 1o a standstill
. The action leaves only ane of five =0 ooing quickly '

~* “The street did not panic because
ouclear plants w .they weze glready aware of the prob-
lk?hpemm. a gmiw [ lexgs."me trader said.
board wok the actios today-an the 74 'whnops"a:.'a “"m“"%';?.‘{m .bo.y
Dk No 3aRer ks rvesnent i = 43,50 orped champage corks
ers said th mﬂdmﬂmtmmﬂ-gml ., -
lion in , ".'.'&Bc::gsb?t}a’em No. 3 are 70 percent
X . -2 Bonneville Power Ad-
power system's looming default Tues- ~-ministration, a Federal that
day on $2.25 billion in bonds sold to Xmmassopemoftheelocmdty
mm two d:o;-lermmglted nuclear * eoncumed in the Northwest. Four of
units had made it impossible to secure " the region’s largest investor-owned
additional financing. = ~-_wfilities own 30 percent of the pro

Its 324 bil-

sysiem will continue to seek ﬁmnect - :)hoof;he!permmm leted Unit 2 _

ing 114t s not forthcoraing, if will take -
meﬂnﬂuep‘t:fmer)vlen‘theplmfor e
thnoyu;s lay o&momierm i
workers. A year ago, power sys- -
wmnho:othbcned'orﬂmtmm-: 4
sons a percent compicted unit, -~ .
known as Unit No. 1. - :

lion. -

On May 12, the Kaiser board had re-

Jected an offer from the Jacobs group

_ valued at more than $255 million. Mr.

Jacobs then sald he would begin a

proxy fight to Sust Kaiser
Under the - Kaiser’'s
$19.50, one share of a created
series A ha &

By JOHN HOLUSHA

Special 1o The New Yord Tines

DETROIT, mg,'— To help re-
duce the cost gap een Japanese
and American automobiles, Detroit

" is scrambling to automate its facto-
ries, increase quality and improve

_laber relations.

But auto executives say that
more efficient plants are only part
of the answer to the cost gap. Also
important, they say, are the advan-
tages that the J companies
enjoy from an ervalued yen and
tax forgiveness on éxported prud-
ucts
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Your won2y Matter :

If WPPSS Defaults on Tts Tax-Exempt Bonds,

You, as an Investor, Should Kno

By Lysn Asisos ‘

Statf Repmrver wf Tur Wars Stased demrnnal

¥oa Spelman and her hushand bought
$40 05 of Washingion Public Power Suptdy |
S, stem pevenue honds three years ago To !
fay the supply system is teetering on the l
bk of defauit, and the bunds are w wih 3
mere L3%0 The Speimans fear that by |
January. WPFSS won t be able 0 make its
mierest payments

Fared with that grim prospect. Mrs
Stwiman says she doesn | know whether she
should sue try 1o organize a bondholders
groap or just sit tight I'm woered that
we are gung 10 lose our money she says
explaiming that no one seems 10 know what
w 40

‘me reason for her confusion s that noth
ing the size of the potential WEPSS default |
has ever happened hefore Ml wpal honds
have been considered the salest pasible 0
vesiment  Defaults are few. bankrupicies
even fewer As 3 result. investors rarely
have tethered tu worry atwat what they
should do if their mumcipal bonds stopped
paving interest

Hut with WPPSS problems following 3
few short vears after New York City's finan
cral eSS, more prople are starung to pay |
ientinn 10 the nghts and remedies avanl |
shie 10 Bouders of troubled tax exempt \
humds

These nghts and remedies don t come
mio piny annl there & & defanll
raused Dy a fallure (o pay Interest oF princt
pal The terms of these rghts are set forth
i the ssue 5 bond resolution. and they viry
trom one bond issue 1o the next

A Possible Specdup

On paper  these remedies seen potent
(e for vrample. enables 3 52t percentage
» X S e weslerme
ihe debt swed all bondholders so that all in
torest and prncipal becomes due immed
ely

But sxperts are quick to point oul he*
wich actions actual'y may do hitle (o help
pvestors get (heir money That's because
LA exempt hond issuers usually have spe
1al legal protection that prevents meestors
fron sewang property, since such a wizure
gt Aisrugt operations of a mumcipaiity
A5 4 resuil mvestors may get & Judgment i
it o the issuer doesn | have the
investors won | gt pad
an t simply attach a police car o
et lacility or any other asset
pality might have explams
Spata, @ specialint mumicipal
fetanit and a partner auh the Mcagn law

rsally |

ety

wrt

1 hydre

he  mIMnK

James &

Buying & Borrowing
Mece are some recent figures on finen
Cial Wends SifeCng CONSUMers and vt
W eesioey
DOW JONE S WDUS TRIAL S
Cloeng 1196 11 Year sacier w74
MOODY 5 CORPORATE YIELDS
Avacage for Aa cated Doods
12 21% Year ewtier 15 10%
— FEDERAL WOME LOAN BANK .
Avecage aftoctve COnvenona morigage
ate or ww homes
TI% Year sartier 17 26%
Average prce on new homes
$86 400 Year sariar 396 500
—PANK MONE Y MARKE T DF POSITS —
Rates for Bocounts with munenum el
ance o §. 500
{ At one mase commercial benk 8 8%

Atnn—mlmu«w H
5% |

can be seized i the eveni of a default and
i 10 pay bondholders

Mr Spiotto says that. m a default, invest
ors shoald consider the possible repercus
sion of any action they might take, since
wune of the remedies avaiiable 1o tondhobd
ers can make 2 bad situation worse. Accel
eration of the debt, for example. may do It
e tor bondhoiders 1t the bond issuer hacnt
(he money 1o pay it But the additional p &
st @ nught force the issuer Into Bankrupioy
s creating 3 new set of probiems

Secking Solutions

And while it may take only one fourth of
a1l tendholders 1o accelerate the debt. it can
take twice that number to cancel the accel
eration And Mr Spiofto says, it car be at
fieult o obtamn the agreement of 9% of
Donumursy w e wib s hold bond taroe

So often, peopie forget that they are
seeking 3 resolution of the protiem, not 3
Judgment, ' Mr. Spiotto says. not'©€ hat his
torically most holders of trouvied bonds
eventually have been paid Their paymwnls
may have come late, and their ipterest nay
have been reduced. bul few, he says, have
st all their investment

Bond experts seem 1o agree that the in
vestor § first step after a default & to gt n
formation. Mr Spiotto recommends that you
first contact the boand trustes - Lyphk ally a
hank - which can 200 to make sure that the
issuer lives ap to 5 agreements

Ask the trustee what the status s and
what 4ctions it intends 10 take Mr Spwtte
siys He aiso recommends contacting the

wm of Chapman & Cutler
This base rule apphies whether defanit
myolves 1 general ohhgation bond hooked
pung prowers of the muan pality o
enie twnd. which 15 bacued only by ‘
o fromm & spec e operation snch s
rem
nle dossn b appty
B ) Y bete @

by the t

v e

the tis o

L2

gt hends have e
vale enterprise. 35 0 the (aoe
fwveiopmen  honds Here Ihe
Ly the company hat be

we funds Bmidings, land 1nd ®

from

o

mumcipality or agency thiat issued the tonds
10 see what miormation they have on the
Huatwn

Romiholders «an defer 1o the wisdom of

the frasier and et that maleiy .« 4 e

| the test way o pr o ey A
toanthobbory e wheh '

' Mot b e B

o Banh the trster a0 I0e WIE
sdyvs Bundhoidens hasen t yet [ R

| tugether  Hut tokn J Flenung 2 vice prest

v 75 1D Ll

w What to Do

dent in the corgorite trust department. Says
he welromes such A muve ~Wed rather
have bondbolders involved,  he says We
always hike t see people interested in their
myestinents
Nothing Generated

The trustee, either by itsetf or 3t the &)
recton of the bondholders coms » may
be abie 10 take control of the pars ngs
= wants. In the WPI'SS case for examphe
the trustee could demand that the supply
system turn over all funds currently in WS
possession for the aftected power plarts, No
¢ and No 5 plus any income the two can
celed plants raght have generated These
funds would Birst be used (o pay expenses of
the trustee and the bondholders commutiee
then 10 cover debits for the two power plants
and Oinally to pay principal and interes

But since the No 4 and 5 plants never
were buglt. there isnt any revenue being
produred And the limited tunds suli in the
bank arent sulficient to cover intervst and
prncipal pryments after July 1

Other \wgal remedies are available Pt
the trustee and (he individual Bood” »
could sue for unpad principal and interest
Rut even if they won in court, they might
not get any money

The reason. according to M. Speotto
‘People can resign And that, he Says. IS
exactly what happensd when a court or
dered a levee distnct in Louisiand o raise
Laxes 0 cover bond payments. The toard of
the levee district reugned en masse. leaving
the district without anyone authornzed 1o
raise tanes. And smce the court conldn t
force thase vacancies to be fiiled. it had a0
way of enforcing 1is order

Hut (he bond tssuer 150t the only poten
Ua! target of hondholder lawsuns In the
WIPSS case. invesiors already bave started
suing underwriters bond attomess. eng)y
neers ind other peanie avolved i the prep:

=
sration of the mwial bond atfening prospec

uses These suits charge that the bond doc
wments included false and nusieading winf
mation causi.g dondholders to inves' thew
muney without tull knowledge of potential
problems
Same Wall Street lawyers say these law
suits are premature since defaul? hasnt o
curred and since investors have yet 1o hase
either poncipal or interest
Clearly the Bugation has started in an
tripation of a possible loss. sy Jack Nus
baum. & partner with the New York law
firm of Wikikie, Farr & Gallagher, which re
contly tecame bond counsel t» WPPSS
They want to get in sooner rather than
later to protect ©Aeir nghts
Despite the difficulties involved with in
vobing bondholders’ Tights and remadies,
many lawyers stress that they can b used
as effective bargaining tools No issaer of
tax exempt bon 1S eager 1o leave 3 defaalt

ancured and ! sk bemg Sl aat of the

bpond market Ultimately resoly’ s use

ally are worked out * Mr Sprott says
Bondholders  rights and remedies get

more hazy if a municipal default turns into
2 hankruptey While & municipality can't be
forced @to banrruptcy. it can voluntanty
sevk the protect n of Chapter 9 of the U s
Bankruptcy Cide so that it can reo"garize
its debt. The rules here are set by a deral
bankruptey ge. who may or may not fol
low provis, of the bond resolut'on
When you get inte bankruptcy. ot isal

FERSONNEL PROBLEMS
Are often location problems

- productivity - tumover
- recruitment

«Ccoet
Sena for Compimenton ot on
Ofice Locaton
Locanon Reiale ) Toleges
75 Mow Seer AMBaan N 07041 (204 Vo400
NV 202 50 4040 © Chwerage (U2 346 1980

clear what the nights of the tundhoiders |
are. ' says Robert Amdursky, & partner at
Willkie, Farr & Gallagher Me says few mu
mcipai bankruptcies have been fied since
Chapter § went into effect in 1979 o egal |
precedent is lacking in this arex None of
us knows what would Rappen because o
hasnt happened before

Mr Spiotto, however, Says that i case of
a bankruptcy, investors should file 3 prout

face value

Fearfal that probiems pagueg the No |
and No 5 plants would spitl owes into the
partially compieted No 3 plant Mr Chur
chall ignored the advice of his beoker and

* claim © with the court 1o estabiish them. | Snid bis bonds Just 4 nweth after purchasine
lves a5 creditors and 1o guaranies aoufi | hem 1 want the income.  he Says of b
cation of all developments decion  Even though  witimaiely, the

eatholders might come out OK_ T couldn !

Of course. investors who want to avowt | afford 3 two ox three year hiatus

More anc more busmess
peaple are recommending
the Frankin Plaza to thew
business inends and 8330
cimtes And the reasons e
cles: Comfortable rooms
and swte s 8 compiele

Whe s e make i eany 0
@0 Tusmess
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Copteis (e
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been postponed or canc? :
unit is endangered. Last week things got
cven worse.
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wpss, called the court Jecision "devas
(ating.” He said he still expected work on
the last fully active power project. which
is 97% completed, W < finished in Sep-
wember. But $149 million more is necded.
and the money is nowhere 10 sight. -

The local utilities had agreed 10 help

e —

and § under contracts that obligated them
1o pay for the reactors whether OF pot they
pmdu:cd electricity- Wwhen work stopped
more thana year ago pecause of cscalating
costs and an inability to et more financ-
inz2. the auilities ref to pay and de-
clared (he agreements invalid. The state
supreme court wen ;
utilities did not have the authority toentel
into the accords in the first place. because
they were puttin
for the construction costs. |
WPPSS is NOW $8 3 billion in debt and |
has no visible source of income. A Wash-
inglon State judge remporarily saved 1t
from default on May 3L when 1t faled W
make 3 $156 million monthly interest
p'.lymcnl. by issuing a temporary injune-
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A failure by wppss would severely rat-
tle the $400 billion municipa\-bond market
by driving Jown prices and raising borrove
ing costs for state and jocal govemmcms. It
would be par\.'h‘ulariy rough on the Pacific
orthwest. Says Tim Kerr. Jepuly Lreasur
erof Washington Slate: “We will see sume |
very high \nterest rates” \
1t would seem that only the federal |
Government can save WPPSS now. but \
there has been litile movement oW ard a |
C hrys\er-s\yle pailout. COnE* essman |
George ¥V Hansen of 1daho has intro- \\
duced 3 bill 1o raise $5 billion ©0 buy back \
\
i

e ——

the bonds and pay oft bondholders But
ven a chance of consider-
ation untul wPPsS actually defaults. Since \
that could happe a8 early as this week. |
. Hansen may not have jong Lo wait. .
— / i — i —— gt

|

i s
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Chemical Wll Press
for WPPSS Default
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lire Wash-
n Public Power Supply System
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ihead with plans to de
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Vice Pres

default,

ming said yesterday
As a lirst
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sold to finance the now-abandoned

WPPSS fourth and fifth nuclear
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their liquid
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action of this type could take
considerable time

Meanwhile, a small portion of the
376.4 million, is insured by
American Municipal Bond
ance Corp. However, that company,
a subsi the ailing Baldwin-
not yet set any
payment,

The total amount outst: m\l.vu: for
all WPPSS bonds is
Should there be
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PPSS Default

WPPSS would go down in history as
largest municipal bond default
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Whoops Woes

A 32.25 billion default loomns

he US. nuclear power industry has

suffered many setbacks, one of the
worst being the accident at Three Mile Is-
land. But none is potentially more costly
than the financial tragedy unfolding in
Washington State. Next week the Wash-
mgton Public Power Supply System is ex-
pected o fail to make a $156 million
monthly debt-service payment to Chemi-
cal Bank on bonds worth $2.25 billion
The sccuritics were issued starting in 1976
to pay for two nuclear power plants that
have alrcady been scrapped. A default
would likely endanger completion of
three other unfinished WPPSS plants on
which $6.1 billion is owed. Moreover, the
uncertainty that it would create could
shake the very foundations of the munici-
pal bond market and lead to huge losses
for big and small investors alike. Says

iwo of

U the debt-service payment is not made, i!

R " :rt Adler. a Shearson/ American Ex-
p vice president: “Small, medium a~d
large nvestors will all be hurt—all the
way across the country.”

On Wall Sireet, the wppss (nick-
namews Whoops) situation is being com-
pared o the near default by New York
Cuy in 1¥75. Investment bankers are he p-
ing for the “ost, but some expect the
worst. Says David Jones, an economist
with the brokerage firm of Aubrey G
Lanston: “This situation is another
Mount St. Helens waiting 10 happen.”

WPPss's troubles are Lhe resuit of more
than a decade of misjudgments. In the
early 1970s. when it appeared that the de-
mand for electricity wouid outrun suppty,
wPPss started construction on three nu-
clear plants and later added two moers
The agency. though, was unable v wupe
with such cnormous projects, and Jdead-
hines began shpping and cxpenses bal-
iooming. By 1982 the total cost of the Jde-
velopment had lcaped to $238 bhillion,
more than five tmes the onginal esti-

1Ml

MAY 30, 1983

7 completed nuclear power uni:

atthe trc ..ed WPPL5 instali.

mate. The first plant is not scheduled for

completion until 1984, seven years later
than expected. Making the situation even
worse, energy demand has been falling for
several years. so not all the plants are
needed. By last year, building had halted
on Plants 4 and §, which were financed by
the bonds. Since then work has been
slowed on two other plants as well, and
the project’s construction fund is nearly
exhausted.

Utilities in the Pacific Northwest,
which agreed to use power from Plants 4*
and § and were supposed Lo help finance
the project, are now pushing it toward dJe-
fault. They signed contracts. known as
take-or-pay agreements, that obligated
them to pay for the reactors whether
or not they generate any electricity
Now the utilities claim, among other

things, that the contracts are unenforce-
able and that they were misled by official
projections about future energy shortages.
Most of the utilities have stopped pay-
ments to WPPsS, and by the end of June,

ccorne the b vest municipa.  ankruptey

88 utiities wil €624 m.'lion

wWPPes's woes have made consumers
in Washungton State furious. Since bills
for the nuclear plants started coming due,
the average res ‘ential electric rates have
gone up about 80%. Soi.e irate ratepayers
urged that wppss file for banaiupicy so
that its debt payments can be eased

Congressman George V. ‘lansen of
Ida%o has been prepanng legislation for a
feucral batout of Whoops. The Federal
Reserve is watchin~ the situation, but nei-
ther the Reagan Admunistration nor
C - .gress seems inclined (o consider a res-
cuc operation

If wppss does not make its debt-ser-
vice payment on May 31, it will have 90
Jdays to find the money If it cannot come
up with funds. then Chemical Bank. as
bond fund trusice. or the lenders will be
able to declare the bonds immediately
dJdue. Such an action would Joom the en-
tire project and push WPPSS inlo receiver-
ship. making it the biggest municipal
bankruptcy tn U S. history "

owe (1t

Spin-Off

Time to form a new company

Tlmc Inc. 1s best known as a commu-
nications company that publishes
magazines and books and owns Home
Box Office. the largest US pay cable-
lelevision service. Since the early 'S0s,
the company has also been in the forest-
products business. It entered the field al-
most by accident, purchasing half il- |
lion acres of prime East Texas timue..and |
as part of a long-term drive to find secure |
paper supplies for its magazines. 7he for-
est-products unit grew Into a major pro- |
ducer of pulp and paperboard, although it
never manufactured paper for the publi- |
cations. In 1973 Time Inc. acquired Tem-
ple Industries. a large Texas producer of
building products, and in 1978 it added
Inland Container Corp.. an [ndianapolis-
based manufacturer of containers and
containerboard

Now Time Inc. is leaving forest prod-
ucts. Last week, ai the company’s annual
shareholders meeting. President J Rich-
ard Munro announced a plan to form a
separate company by splitting off the
forest-products operations from the firm's
other businesses. If stockholders ap-
prove the plan, which would give them
shares in the new forest-products com-
pany, at a special meeting later this
year. the move could be completed by
year'send

The spin-off should make it easier
for each company to satisfy its own con-
siderable capiia! needs. Said Munro: “At
the moment, we inevitably have a con-
tnuing tug-of-war betwecn widely differ-
ent needs that have to be evaluated from
distinctly different perspectives ™

Time Inc has made several major
investments i1 communications during
the past few years. In additivn to its mag-
aznes, books and HEO, Time Inc. owns
American Television & Cominunications
Corp.. one of the largest 8US. cable-TV
companies. HBO last year joined with
CBS and Columbia Pictures to form a
new movie studio. iri-Star Pictures. Last
month the company launched its eighth
magazine, TV-CABLE WrIK, which will
provide system-specific listings for both
cable and broadcast TV. Time Inc. is also
experimenting with a teletext service for
cable television. Time's teletext will be
the official information service for the
heads of government at this week's eco-
nomic sumniit in Williamsburg, Va.

The forest-products firm. which will
have its headquarters in Diboll. Texas,
will be a major US. corperation on its
own. Last year that part of Time Inc. ac-
counted for $1.1 billion. or 32%% of the
company's $36 billion in revenues. if it
had been an independent company. the
forest-products  operation would have
ranked 270 on the FORTUNE 500 list
Munro said in announcing the proposal
that separation means that the “major
parts of Time Inc can become greater

than the whole.” &
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