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INTERROGATORY 1: State the full name, address, .’,r
occupation and employer of each person answering the
interrcgatories and designate the interrogatory or the part
therecf he or she answered.

INTERROGCATORY 2: Identify each and every person you are
consideri:ng calling as a witness in the event a hearing is (>
held in th.s proceeding and with respect to each of these
witnesses!:

a. State the substance of the facts and opinions to
which the witness is expected to testify;

b'. Cive a summary of the grounds for each opinion; and

c. Describe the witnesses’ educational and professional
backgrcund.

INTERROGATORY 3: What is the complete basis for your
posit:i:on that Licensee’s decision in April ,1982 to ’‘defer’ —
construction for two to five years, and subsequent cessation
of construction at WNP-1 was not "dilatory."”

INTERRCOGATORY 4: Please explain fully what you mean by
the woard “"defer”

INTERROGATORY S: Please explain fully what you mean by
the word "“dilatory" .

INTERFROGATORY 6: What 1s the basis for your response to
interrcgatories 4 and S?

INTERROGATORY 7: Why do you contend that Licensee has
established good cause for an extension of the WNP-1 -
construction permit? Explain your answer fully.

INTERROGATORY 8: What are the reasons Licensee offered
to NRT in support of a showing of 'good cause" as required
by 10 Z.F.R. 50.95(b)?

INTERROGCATORY 9: Is it your position that the reasons
offered by _icensee to support a showing of good cause are
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in fact the ¢-ly reasons why Licensee had requested an
extension of its construction permit?

INTERROGATORY 10: If your response to Interrogatory 9
is no, state all other reasons.

INTERROGATORY 11 : What is the basis for your response
to interrogatories 9 and 10?

INTERROGATORY 12: Please explain fully what you mean by
a "reasonable period of time"

INTERROGATORY 13: What factors do you contend should be
condidered when determining if a requested construction
permit extension is for a "reasonable period of time™?

INTERROGATORY 14: What do you centend would constitute a
“reasonable period of time"” in the case of WNP-1?

INTERROGATORY 15: (a) Is it your position that BPA
support is necessary to the financing of WNP-17

(b) if your answer to Interrogatory No. 15(a) is in the
afrfirmative, identify and giv e full details with respect to
all information upon which you base that statement.

INTERROGATORY 16: Is it your position that the
financial support or lack of financial support by BPA for
WNP-1 would have an effect on the financing costs of WNP-17

INTERROGATORY 17: Is it your position that the opinion
of BPA as to when WNP-1 should go into commerical operation
would have an effect on the financing costs of WNP-17?

INTERROGCATORY 18: (a) Is it your belief that BPA has
the authority to disapprove any further financing of WNP-1
construction?

(b) If your answer to Interrogatory No. 18(a) is in the
affirmative, explain fully the factual basis for that
statemernt.

INTERROGATORY 19: Is it your position that the growth
rate of electric power requirements has a business
relationship as to when WNP-1 shculd go into commercial
operation?

INTERROGATORY 20: (a) Is it your position that the
January 11, 1983 letter to H. Denton, Director, NRR, NRC
from G.D. Bouchy, WPPSS, supports Permittee’s eossertion
that a deferred need for power constitutes "good casue" for
deferring construction?

(b) 1f your answer to Interrogatory No. 20(a) is in the
affirmative, set forth and explain fully the factual basis
or legal authority for your position.

INTERROGATORY 21: (a) Is it your position that a lack
of need for power can, as a matter of law, constitute ‘'good
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cause” under 10 CFR 50.55(b)?

(b) if your answer to Interrrogatory No. 21(a) is in
the affirmative, set forth and explain fully the factual
basis or legal authority for this position.

INTERROGATORY 22: (a) Does the lack of need for power
in the Northwest justify deferring construction of WNP-1?
(b) Explain fully your answer to Interrogatory No.

22(a).

INTERROGATORY 23: Explain the factual basis and/or legal
suthority which supports ths position that six to nine years
is a ‘reasonable period of time’ under 10 CFR 50.55(b).

INTERROGATORY 24: What do you believe would be a
(maximum) reasonable period of time for extension of the
construction completion date for WNP-17

INTERROGCATORY 25: () Identify any and all
“requirements of any regulations" promulgated since the date
of docketing of the WNP-1 operating license application from
which WNP-1 would otherwise be grandfathered by virtue of
its date of docketing.

(b) Explain fully how each of the requirements
identified in response to Interrogatory No. 25(a) will delay
completion of the plant beyond the requested completion date
of 1991. Give full details as to the extend to delay
attributable to each such requirement.

INTERROGATORY 26: Explain the difference, if any,
between deferral, mothball and preservation.

INTERROGATORY 27: To what events is the restart of !

construc+tion on WNP-1 tied. Explain fully your answer.

INTERROGATORY 28: What would be the effect of default
on WNF-4 and S on the restart and completion of WNP 17
ProviZde all probability analyses, scenarios and time
precictions.

INTERROGATORY 29: What is the effect of deferral of
construction on WNP-3 on the restart and completion of
WNP-1? Give the basis for your response.

INTERROGATORY 30: What is the effect of bond ratings
on WPPSS ability to finance WNP-1. Explain fully and provide
the basis for your response.

INTERROGATORY 31: If a bond rating service refused to
rate WPPSS bonds would WPPSS be able to finance the
construction of WNP-1? Explain your answer.

INTERROGATORY 32: Is it your position that the Atomic
Safety and Licensing Boarcd Initiel Decision (LBP-75-72, 2
NRC 922) for the Construction Permit found that the



Bonneville Power Adminstration had the power to approve or
disapprove the issuance of bonds by WPPSS. If yes give the
reasons in detail for approval and/or disapproval.

INTERROGATORY 33: Is it your position the ASLB Initial
Decision (LBP-75-72, 2 NRC 922) found that BPA could control
the cofistruction of WNP-1? If yes, in what manner? Explain
in detail the basis for your answer.

INTERROGATORY 34: Is it your position that the original
finding by the ASLB in its Initial Decision (LBP-75-72, 2
NRC 922) on WPPSS financing ability remains valid? Explain
the basis for your answer in detail.

INTERROGATORY 35: Is it your position that the original
finding by the ASLB in its Initial Decision (LBP-75-72, 2
NRC 822) on the need for WNP-1 remains valid? Explain the
basis fcr your answer in detail.

INTERROGATCRY 36: Is it your position that the only
reason the ASLB found WPPSS financially qualified is
because c¢f BPA financial backing?

(a) If yes, explain the basis in detail.

(») 1f no ,cite all the reasons you beiieve the finding
of financial qualification.

INTERROGATORY 37: What constitutes '"good business
sense' in decisions on nuclear plant deferal?

INTERROGATORY 38: What constitutes "BPA support”?

NTERROGATORY 39: How is "BPA support"” recognized in
ial Decision (LBP-75-72, 2 NRC 922) on the
tion Permit for WNP-17
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INTERROGATORY 40: Is cost of financing an issue in this ;j’
proceeding? If so, why? ‘

INTERROGATORY 41: Is need for power an issue in this
proceeding? If so, what are the issues which should be
litigated with regard to need for power ?

INTERROCATORY 42: What is the legal basis for your
answer to Interrogatory 417

INTERROGATORY 43: What, besides the Applicent’s
representation on the need for WNP-1, does the Staff rely
upeon for itz positic. on the need for the plant?

INTERROGATORY 44: Was the construction of WNP-3
(Satsop) halted because of no need for its power?

(a) If so, how does this affect the five-year deferral
of WNP-17

‘b) Tf not, what were the reasons and how will they
affect the deferral of WNP-1?




INTERROGATORY 45: Is the ultimate cost of power from
WNP-1 a factor in the need for the plant? Should it be a
factor in the business decisions affecting continued
constructien?

INTERROGATORY 46: What is the Staff’s position on the
relationship between time and the deterioration of partially
constructed facilities and equipment? Provide the basis for
this position.

INTERROGATORY 47: What is the difference between BPA
withholding approval for financing and BPA disapproving of
financing?

INTERROGATORY 48: What level of staffing is necessary
at WNP-1 to maintain the construction site and equipment
without deterioration ?

INTERROGATORY 49: Is it your position that the only
obstacle to financing of the WNP-1 was/is the BPA
recommencdation?

INTZRROGATORY S0: Do you agree that the passage of
Washington Initiative 395 affected the ability of WPPSS to
issue bonds? Explain your answer fully giving the basis and
identify all documents reliea upon.

Respectfully submitted,

-
7 //
Dated this day, the Sth 49,7&4.‘;1): ............
E

of June, 1983. ugefie Rosolie, Director
Coqlition“for Safe Power



WPPSS Ratings Suspen-d—ed by Moody’s

On Bonds for Nuclear Projects 1, 2 and3

By Emux Lamson

Staff Reportar of Tue Wais STREET Joumm s

P
Ine. said it suspended the raungs oll-
don of bonds used o fAnance Washingion
Public Power Supply System 5 nuciear proj-
ects Nos. 1, 2 and 3.

The move is significant decause the
bonds have deen viewad as disunct from
ponds issued for canceled projects Nos. ¢

cld Jnl .’! ??gcncc, .yn:.

5. The Sonds for projects Nos. 1, 2and 3
are backad :ndirectly by "evenue from the |
‘aderal Bonneville Power Admunistration,
while bends for projects Nos. ¢ and 5 are |
backed by 38 unlites. Many of the utilities
nave refused '0 pay their obligations and
are chailenging their debt in court.

Moody s acton follows by less than a
month 3 decision by ard ¢
Corp. to suspend its ra il VoS,
1. 2 and 3. At the tme, the crecit-ralng
company cited concerns thar e sysiem
might have o file under Chapter 3 of the
federal Banaruptcy Coce, which deais /a1
municipal concems

Moody s, tn its announcement. said it sus
pended the ralings Ddecause of incentaniies
concerning “he long-term (ntegmty of all 1s
sets of the supply system and n light of e
nonpayment” of 3 monthly payment. it aiso

| suspendad the raungs on two WPPSS ssues

that arent directly related to the nuclear
projects. A suspes -
unce!

BPaiter S&P's move G suspend e rat
ings May 13, Craig ‘¥ Atwater, Mondy's se-
alor revenue hond inalvst, had sad, “Were
still of the opwnion the plecge of Bonnevilie
does provide secunty hat s appropnate for
a Baa debt”

Mr Arwaier sad the falure o make Ue
\nterest payment changed that. But what e!
fect could that have on pmjecs Nos. 1, 2
and 17 "We areat quite sure’’ he sad.
“That's why we suspended 1t.”

On Tuesday, the power system failed '
make 3 $15.6 mulion monthly interest pay-

Last weeg

uumunue:omfonsuﬂym
whether to appeal or not.”

James Perko, chief financial officer for
the Washingron Public Power Supply Sys-
tern, based in Richland, Wash., said, "We re
disappointed,” dut added tie system didnt
have 2 bond ssue pending that would de di-
rectly affected by the rating. “From that
standpownt, it's a disappointment, but fot 3
major proclem,” he said.

The Moody's turnabout demonstites
heightened concern for the power supply
system, which started . the early 70s as 2
grand pian to provide irexpensive power.
But forecasts of power den and showed that
all the pianned electncity wasat necessary
Currently. pmjects Nos. 4 and 5 have been
canceled ind project No. 1 was suspenced in
Apnl 19682 for a2 maxumum of live years.
the power sysiem s execiuve
board voted :0 suspend project No. 3, about
two-turds compiete, a5 well. Project No. 2 1S
neirly compiete. The suspension of No. 3
Ul result in the layoffs f 1250 over Uie
next two months

Gary Lundgren, executive vice president
of Marshall & Meyer Inc., 3 munc:pal bond
broker and dealer that deals exciusively in

the power system's bonds, said the Moody's ‘

acnion is "just a reflecuon of mounang con-
cern over the lack of leadership out of the
Pacific Northwest to resoive the problems of
4 and 5. He said the “Chinese wall” be
tween the bonds for those plants and for
projects Nos. 1. 2 and 3 is breaking down as
the threat of defaut on Nos. 4 and 3
looms.

On bond markets, pnces of WPPSS bonds
tumbied again yesterday, although trading

ment to Chemical Bank, New York, the ac extremely light. Dealers said
trustee of the §2.25 billion i bonds (ssued 1O | maryed down ;nc,',"m T

projects Nos. 4 and 5.

Moody's yesterday also said it assigned
its Caa rating 0 the power system s projec's
Nos. 4 and 3, citing the failure to make the
Chermical Bank payment. The raung had
been since Jan. 7, 1982; before
that the rating had been Baa-1, Mr. Atwater
said. The agency said bonds #ith a Caa rat-
ing “are of poor standing. These issues have
present elements of danger with respect 1o
the payments of principal or unterest.”’

Chemical Bank had said it would declare
the power system in default i 1t failed to

by as much as four or five points. A “point”
equals $10 for each $1,000 face amount 0

boncs. N

WASHINSTON. 5 C 20009
Front  Edir .
ke e payment, ad wowc gve e page  Page s;::'
| power system 30 days 0 corTect the default.
But last week a Wasiington state judg® wA-? ST _IT Jolliar
ruled the bank couldn't declare the system W4 S ks
in default. The bank has 30 days, from the =7 =7-=s= -t 29583300 =—
May 77 ruling date, to appeal the order. ““We. JUN 2 1983
haven't decided not to appeal, but thed YA3INTYZ - 417,454
again we haven't decided to appeal,” said ’
Willlam H. Berls, vice presdent, trust and 1
investment division of the baak. * We are go- “This market ‘s so tun that it's very

hard !0 tell you wha: these boncs are
worth,” said the head of mumucipal tend e
sesrch at one large ‘Wall Street Arm. The
gap berween the hid and sifersd sides s 5o
wide you can dnve a fruck tirough L

Another municipai dond speciaist e
scribed trading as “sporadic, ' Wity oy 3
few’ small trades bewg done it Nis Arm.

The power sysiam s 15% boncs lue U7
were quoted at one 4rm at 3 prce of 3 28,
96 offered, down four pownts from Mcrday s
close
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PROGUAM CBS Morning News STanCN WD VM-=TV
CB8S Netwotk
DATE June 16, 1983 7:00 A.M. o Washington, D.C.
SUBECT Ruling en Financing Nuclear Plants

- SUSAN SPENCER: The stage i3 set for what could Hecaome
the biggest default in thne history of the municipal bond markel.
The Washington State Supreme Court has ruled that utilities 1n
the state don't have to pay off on bonds used to finance two
defunct nuclear power plants. That debt amounts to $2 1/2
billion. The ruling is still open to review, but 1t has sent
jitters through the bond market,

OFFICES IN WASHINGTON DC @ NEWYORX o LOS ANGELES @ CHICAGO e DEROT @ AND OMHER PRINCPAL CITES

Motenas soosec Dy Soco V fecom. nc Oy De a1 N NG WRerTe DLTOMN ol 1m-umaammam
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s filed with the Ore-
gon Court of Appeals. But in an un-
usual move, the Two CO™

Court 's 0 vave the Case
a lawsuit

To the gditer

Your editorial of June 3 \n
wiich you again artack GPU Nu-
clear at Three \ile lsland for
managemen! \nefficiencies and
casual practices with respect 0

blic :
" ep(\:m Canby. gandon.
¢ Mc_wne and milton-F
its pow-aban- e
e plant project T’nccuuume.Cenn
' gt and Northern W

dsmicts are pare restaruing Unit 1188 naif-uruth
i

WYERS contend that GPU Nuclear owner of Three
4 pocenmuy senous mile Island. 3ls0 operates a 629
: 9::& feng range probiems. ' 1 megawall nuclear power statico
jed @  |f the SuP rt agrees with at Forked River. . This stanos.
beanns- \Vogdnch,WPPSS attorneys argue 0 xnown as Qyster Creek. 'S the

by WPPSS pnefs, wit Wil 'mder'mne bubhc con- oldest comme.':'.a\ auciear power

y Lane County (acis and drasucally impair b€ stauon 1o the United States and

of loclrpvemmem.‘ gperanonal since 1969
ye “con-

eld Unlm[“ That. y. would Ba tpis stauon

why would the identical 109
management of GPU Nuclear
manage 2 very efficient opers
tion at Qyster d then
mcongruous\y 0
Mile Isiand B s different man-
ger’ The answer \S obvious — it
wouldn t

DAVID H. BUERKEL
v

ri—
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Board of WPPSS

To Meet Friday;
Bond Default Seen

By e Wars STaerr Jounnas Staff Reporter
SEATTLE - Washington Public Power
Supply System's executive board will meet |

share
4 and

Although default on the piants’ bonds is

their
cs.
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S&P cited the supply system'’s decision to
suspend construction for three years on unt
No. 3 unless financing for its 70% skare in
the piant could be obtained. Such a delay
could increase the risk of more cost over-

- | runs for the four investor-owned utilities,

S&P said.

A bankruptcy-law filing, he noted, would
dissolve the barrier that exists between
plants Nos. 4 and 5 and the Bonneville

now a near certainty, Carl Halvorson, board | Power Administration-supported plants Nos.
chairman, tried to discourage speculation | 1, 2 and 3. The debt for the groups is cur-

| that the system will opt for a voluntary §l- | rently secured separately. “Taking bank-

ing under Chapter 9 of the Bankruptcy Code, | ruptcy isn't going to pay any buls,” he said,
which regulates municipal bankruptcy. 1 | adding that such a filing would most likely
don't see it as an attractive option at tiis | kull any chance of raising the $2 billion !0 3
point or at any point. It doesn't do anything | billion still needed to compiete piants Nos. 1
for you. The !awswts aren't going 0 20| and 3. Plant No. 2 is near compietion and
away,” he said should come on line later this year. '
As reported, the supply system's interest |  All four investor-owned utilities have op-
reserve account has enough money © meet | posed delays in the nuclear power plant's |
the July 1 interest payment on the onds of | completion. |
plants Nos. 4 and 5 but won't be able to | Pacific Power’s first:mortgage bonds are |
maxke the payment of next Jan. 1. With cash | rated triple-B, Portland Generai's bonds are

dwindling, the system has suspended pre- | rated triple-B-minus. Puget Sound's bonds |
ventive maintenance on the partly buiit | are rated tripie-B, and Washington Water's |
plants and halted contract-settlement negnti- | bonds are rated triple-B-plus.
ations with contractors and equipment. sup- e e
pliers.

Meanwhile, the supply system’'s woes
continued to affect other Pacific Northwest
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Insurers, the Biggea_ﬁ(festors in WPPSS,

Face Huge Losses1

By DaNtEx HERTZBERG
Sta/f Reporter of Tne Wall STazeT JoumnaL
NEW YORK -Insurance companies may
turn out to be the big losers If tungs get any
mumwmmmm-.scpmrsw

ply System.

Property casualty insurers are probably
the biggest institutional nvestors In the 'ax-
free bonds issued by WPPSS. The supply
system seeins certain 10 default on about 52
billion of its bonds. But it could default on
more~it has more than $8 billion In bonds
ouistanding—and in that case insurers-
might have to write off hurdreds of millions
of dollars in assets.

. It that happens, some companies may

' have to raise their rates. Insurers seem con-
fident, however, that the power system
won't default on all of its bonds. And even if

| it does, some say that the indusiry can eas-
ily absorb big WPPSS losses.

Property-casualty insurers held $1.35 bil-
lion in WPPSS bonds at the end of 1382, ac-
cording to A.M. Best & Co., an Oldwick,
N.J.. research concern. Heading the st is
State Farm Mutual Automobile [nsurance
Co. \n Bloomington, [ll., which owns $£57.2
million in WPPSS dedt.

Many big companies say they hoid rela-
tively few of the high-risk bonds, which were
issued for nuclear plants Nos. 4 and 5. They
say most of their holdings are n WPPSS
honds for projects Nos. 1, 2 and 2, which are

| backed indirectly by revenue from the fed-
. eral Bonneville Power Administration.
' Insurers cunsider a default on these
| bonds  udlikely. “The federa! government
' wouldn't like to see the creditworthiness of
one of its agencies besmirchied,” says John
K. Lundberg, vice chairman and chief finan-
cial officer for Crum & Forster, the insur-
ance subsidiary ot Xerox Corp. “‘Bonneville
Power will find a way to make payments
and service the debts on 1, 2 and 3, he
says.

Nonetheless, federal help for the troubled
power system is far from assured. And on
Friday, it indirectly suffered another set-
back when Standard & Poor’s Corp. put four
utilities on its credit-watch list because of
;bm financial involvement with plant No.

Property-casualty insurers traditionally

bonds, In #+’udon to State Farm, {nclude
ar-erican Express Co., with about $200 mi-
lion. Crum & Forster, §137.6 million: Conti-
nental Corp., $139 million; and ITT Corp's
Hartford Insurance Group, $115.39 million.

The National Association of Insurance
Commissioners has already made compa-
nies write down as much as 70% on their

—

Some insurers may
have to raise their rates
if the system defaults.
But some say their proj-
its on other intestments
in the past 12 months
will compensate for any
WPPSS losses.

holdings n the Nes. 4 and 3 bonds. But be-
cause of its overall financial heaith, even 2
writedown of all WPPSS hoidings “wouldn t
be a matter of serious concern (0 us,” says
a State Farm spokesman.

Although most of the big Insurers say
they have already sold their Nos. 4 and 3
ponds—if recently, at a substantial loss—an
exception is American Express. It still has
$90 million of the bonds in its portfolios and
those of its Fireman's Fund insurance sub-
sidiary.

State regulators usually let insurers
carry bonds on their books at onginal cost
even though their true value may be much
lower. But in the case of the Nos. ¢ and 3
bonds, the association of insurance COMMIs
sioners has toid companies to list them at
true value.

SomeofmeNm.imd.'nbondsaremd-
{ng at about 25 cents for each dollar of face
value. Such a heavy write-down would cut

" deeply Into the capital base of a company

with large holdings. However, Sanford Weill,
president of American Express, says the
write-down won't have a big effect on the
capital base of Fireman's Fund, which Is
$1.4 billion.

f Power System Defaults

base. But ‘nenrers =2y they could handle
such huge losses because they have equally
huge paper profits on other stocks and
bonds.

“The balance sheets of the insurance -
dustry have gotten s0 much healthier over
the last 12 months that a wnie-Cown
wouldn't be a major factor,”” says Mr Lund-
perg of Crum & Forster. He says his e
pany's portfolio grew “by at least 3600 mul-
lion" in the past year.

David Seifer, an analyst at First Sesicn
Corp., figures that the market value of -
surers’ bond portfolics, long depressed e
cause of high interest rates, rose last year
by 10 or 15 cegls on the doilar.

All the turmoil over WPPSS comes at 3
difficult time ‘for property CASUALLy InSurers.
For the past four years. 1 “lerce price war
has been raging among insurers, JEpressing
commercial insurance rales and sending e
{ndustry's operating profit down 3% last
year.

Some insurance executives say i ail
take a major shock, ke 3 costiy hurncarne,
to dnve commercial rates back up igain
(Personal automobile insurance raigs, new:
ever, are rising.) But they doudbt that evea
a major WPPSS default will do the job. Cur
rently, the combined assets of properiy-<is
ualty insurers exceed their liabilities by 360
billien, dwarfing the WPPSS hoidirngs

[ ress ..ynh[ll:'gena, Yne.
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If the insurance commissioners made the ‘
same decision on Nos. 1, 2 and-3 bonds, com- l
panies would have to write off hundreds of |
millions of dollars, reducing their caply

buy a lot of tax-exempt bonds, and because
WPPSS is the country's largest tax-free is-
suer, their investment in the power system
isn't_surprising.. Major_holders of WPPSS
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Somc lecly Consequences of the WPPSS Decision

By ]u,ue; E, Lablwn

In what appears to he q url(—ue:vv

ing decision for Washington state, ity

. supreme court delivered an adverse

ruling regarding the validity of the

contractugl agreements between tho

; Washington Public Power Supply

* System and some of the 88 p.uhc-
" ipating utilities,

U The devastating ruling nlwlvod
Lthe Washington wunicipalities gnd
* public utility ,districts  from  their
“tuke or pay” contractual agreement
! to service the debt on $2.25
worth of bonds for the u»mlnwlu-u
of WP I'\‘s nuclear prow cls No.
and 5.
Kileen Austen, & suvvy municipal
analyst who has followed the situ-
ation for Drexel Burnham Lambert,

billion:

i

FIXED-INCOME INVESTMENTS

feels that the decision will have sey-
eral elfects. Fust, she teels that de
fanlt vittial  ceptamty.

. Howeyer, detinlt may not come
until January, as tunds are gvailable,
with the trustee 1o meet the July,
nterest payments. Se o, there will
he increased pressuge on WEPUSS Lo
tile for Chapter 9 bankruptey. 11 this
occurs, all five projects w'l he forced
into hankruptey, which cannot he
entered inta by the mdividual pro-
j(‘l"

Next, Austen leels that the pross
nect of WPPSS obitaimng hnaneing
to complete project No. 3 has heen
rendered virtually nonexistent,

becomss - a

/ rass Jul:lh: gence, Jnc.\
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Fourth, other joint action agen-
cies —~lwo or more utilities. combined
to provide cost-effective  electric
power —arg going to feel the impact
ol the coury's decision in the market-
place.

Finally, and extremely important,
Austen thinks that there i3 a possi-
bility underlying all of this that the
security behind the bonds of projects
No. 1, 2, and 3, could also be atteet-
eil. She relers here (o the Spring-
held, Ore., lawsuit in which the val-
iity of the “net billing” agreements
wats Challenged.

T'he district court ruled that these
agreements were valld and enforce-
able. However, m light ol the state
supreme court’s ruling, the decision
of the district court will probably be
appealed, and  the potential  chal-
' lenge o the validity of these “net
Bilhg" contracts is not yet removed.

I hight of the above, Austen feels
that  besides |m|(|lllg one’s breath,
mvestors should sell bonds of pro-
jeects Noo L, 2, and 33, and as tar as |
aned 5 o, 1S alrealy too lute. Tnvest-
the losses o ollset
probits m equilies or other areas.

i 1ull|(. st

The [Treasury muarket led the
bond  markets last week with a
strong  performance  until  Friday.
T'his wars a situation where technical
forces, led by technictans and chart-
ishy, plus 2 boost from the hkely re-
appointment  of - Federal  Reserve
Board Chairman Paul A, Volcker,
overgame  the strong  fupdamental
torces of supply, a strong economy
andd rising monctury aggregates. In
fuet, strong buying resulted when
thyg long bund traded down near the
bottom of its trading range —94"%: or
11 percent. Buyers were hoping that
prices would advance back to the top
of ity teading vange 101" or 10.20
percent ;

The Treapury will offer three is-
stes this week in ity end-ol -quarter
tmancing. A Tour-year note will be
wnctioned on Tuesday, a seven-year
note on Wednesday, and o 20-year
bowd on Thursday. These issues will
come in mintmm denominations ol
$1,000 and should return 1045 per-
cent, 10,70 percent, and LI percent,
respectively.  ‘They  may  be  sub-
serthed to at no charge, at any of the
Federal Reserve hanks or at the US
Ureasucy i Wasghimgton, D.C

Lebherz has 23 years' experience
i fived-tncome noestments
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tions, Halvorson said. . P
{ He said the first wave of lawsuits has broken and the

. rhdmd wave has hit. Numerous \;uss action rawsuits

d :
5 yIPPSS has set aside 5 million for future legal
costs, 2 move prompfing criticism.

“A lot of people who criticize us wan! wPPSsS broke

and unable to deferd itsell,” Halvorson said.

He said the idea ia; "It gets worse en’ me-
thing will come down from heaven or C¢ and
“pail everything out.”” But be said, “Then ..\l be nO
bailout.” ’ AL

" HALVORSON SAID HE geit anguished calls from
noiders of what were supposed 10 have been risk-{ree
ponds. “All 1 well them.is that eventually the ponds will

W .
Halvorsen said he would love to put some of his el-
gderly callers in touch with e utilities that are J&

¢using (© of! the beods. . 2 g
ks s py e sl - . _:DLJ
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espite wee of bad news,
girman remains optimistic

Stories bY MARTIN ROSENBERG
Photos bY GERRY LEWIN

of B uu-o-l.uul
TLAND — As the Washington

PO
Public Power Supply System rises of
the economic future of

wise, WPPSS will never be able to
sell bonds 10 finish plants 1 and 3, he

Cbnsuucuon of plant 3. two-thirds
nded last month.

Plani | was mothballed for up to five

he

joined the 11-member WPPSS execy
gve board last spnng. serving as ane ‘

the Pacific Northwest, according to0 in April 1982 y
Carl Halvorson. chairman of the Only p\anthumml_v shov? signs nally emmed {rom 2 fauity man
WPPSS executive of tife, with |oading siated for agement structure incapable of

. And Halvorson is optimistic about

IN A WEEK that prought bad fi-
pancial news 10 the peleaguered
WPPsS, Halvorsen predicted three
of the system's fi
brought on iine as the power (s need-

York raung 3geocy. last week sus

agency’s uncertainty about WPPSS’

«Every time you turn your light

on in Salem, you’re

part of those three

February — about five years behind

raised, he said.

WPPSS failed Tuescay @ make 2 ””
$156 mulhion monthly interest pay” p‘a‘nts‘ ’
ment on (WO rerminated projecis. - g —
4and . $a M : .
Moody's Investors gervice, a New next fall and startup planned for  gverseeing gevelopment of five nu-

clear plants. he said

pended its rating on 96 pillion of schedule. The problems were compounced

bonds used to finance plants 1,2 and Halvorson said all three plants are  when an Oregon court ruled publiciy

3, even though the bonds are in- needed and Wil eventually be com- ovmed utiliges did not owe a penny

directly backed Dy revenue from the pleted toward plants 4 and § because they

federal Bonneviile Power Adminis THE FINAL COST of plants 1,2 lacked authonly w0 enter into the

tragon. ‘ and 3 will be about $13 billion, of agreement 0 puild the plants. Hal-
THE SL'SPENS!ON reflected the which 88 billion has a y been vorson said.

WwWashington utilities valked al

| { ability to cover its plants 4 and 3 unfinished plants are already Paymg® the bonds when = ™" Ore-
| ¥ - peing paid for throush electric rates, 90 rounterparts refused. A
e TROUBLE WITH plants 4 and 5

However, many of the 88 utfiities

'i'!nqging to pay tor their share of vyille

.

: dme it 8 ed. Othet-
sty e S 405520

:‘0—5”

the tuture of plants 1.2and3
in the eyes of the financial com muni-
ty, he said, mrnung problems into 3

the

y 3 uunonmbmdsnldforiand AL ,
5§ restmicting the systems ability @ paying off its share bl bonds sold o ts 4 and 5 bonds could be paid off
: the other three plants - — - finance plants 1.3and3 — = in & few years if Northwest electnc
WPPSS' salvation depends on leg- CONSUMERS IN the est rates Were gmply reised 10 evels
islstioneDerund K:’._le;hre >l ol iadirdcrty; 100t the il & rﬁby most Americans. 3
ipeoject, BPA fates for tBe ¢ When WPPSS finishes plants. k2
. Ralvorson said. years, whether or not the plaats are and 3, it will find 8 “preasonabie mar
: Mnmlhﬂ&dmpludur-_ fmished, he said. L P \m",lormruﬂnpomm outhern

ing the recenty donciu onof ! WAnyone who has any ideas of pot Califormua, he sad.
the wm%:g;‘hmds - sfinishing m:::nu - it's sheer SV “Ygs CH:::I‘ORSON is (ar from &
SON said b (3.<o0L Pt kes . eaz3dEn deader.. . 4
the legis tiod 'Mu& ;i ‘n}iﬁﬂuupgpﬁdm of Halk . :'m'lmm_pncu."._be'mdn
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Gypsy future await

They're S0 political and the
money on them is so flaky.
They're committed to build it
one minute; then backing out of
Asop fon it the next.”

: ' ¢ last Tuesdey, ‘
workers lokd ¢ i . The layoffs force workers o
- 0( playing " do something they don’t want
_anapolis Face EIweE. Lo do; Turman said.

“When the job is over, BUY¥3 . «q'sa sad, sad >|lua('um," he
ump in their cars and race 10} gaid, 1'1f you uet on the vaud
the nearest work site 12 get O fand leave the wife and kids be- |
the hiring list first,” Turman, -~ -
has fe'\lsed\hind. ghe has to make all the
is staying pehind in ' decisions. It causes real prob-
hopes of finding work. " |

By MIKE OAKLAND
Olymplan Staff Writer
Olympian Bob Turman, one

ems.
~ . This time, Turman said, he's
R s have high going to stay put his Fast

tailed It fer another job. Don |

Dennis, 8 spokesman for Tele- \O‘X'l“ge‘:‘n‘:“;‘f;“‘ soing 10 S

arerys gare so( w.sm[-"‘ﬁ‘no:‘ |in the Lord — he's my ’provul-

‘;,1“}3“ sewdemome,.n,; sak'i er,” Turman suid. “He's poing
g Kk 100 iscon- to give me the wisdom, the

s emers . f knowledge and the direction "

"~ It's the lack of stability by
moving from town Lo town that

bothers Turmat. wyou're not

comm'\ltcd —dn a church ov i

the cominunity. you're i BYP”

sop plant were announc

Lo financial straits of the Wash-
{ngton Public Power S

, System. e,

“1'ye been going from one | y.

\]ob to the next for 17 years." Turman said hc_'ll cu_ush\cr
Turman said. “Pretty soon "\e\ switching professions just to
wife says 1don’t have another stay in the Olympia ared.
move in me. And the kids look  And pe's angry that the ¢ aft
“at you and say, ‘Mom's got & workers were the first to pet
home and you've got a home, the ax when the Salsop nuclear

where’s my home?"” \an} was mothballed.
‘Turman, 35, & pipefitter by~ Al the clerks are still out
prO(e”‘on. said the ‘tra- lhere," he said. “There are 1w

velers'' or “poomers’’ Ve gaper pushers for cvery wot
from one job 1o the next. or. iust like over Al (WPEPSS)

“These nuclear power hous-) _ ..

them, you know the job doesn’t
last forever,” Turman said.
« And sometimes the jobs even

shut down pefore they're done.

s 1al

plant one at Hanford. There
are still 900 paper pushers
working even though 1L was
mothballed a year ago. But
they're still paying all that
money and there's not a bit of
work getting done. As far as
I'm concerned they really cre-
ated a monster by requining all
that pnpcrwuu'k."

Millwright Rink Wezenberg,
35, Olympia, agreed.

Lwhat the hell all those peo-
ple are still doing up there, |
don't know," Wezenberg said.
‘orhere's nobody to boss
around anymore.”’

But Wezenbet g, the fathe of
three sons, said he's not gowng
Lo leave despite his pink slip.

wWe moved up here (from
California) \n 1977 for the preal
Northwest. California’s got the
weather, but it's got teo many
people.”

Wezenberg was 1o the con-
struction business in Califforma
but after the move got into real
estate. When the market

! «
\'l€'4|1lfll.lull ne 20009
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, bail out Chrysler and

fell

17233 Mot nce, J’::s.:

flat, he went 1o work at Satsop
two years ago.

Now that his job has been
terminated, he's considering
re-entering real estate.

“It's nice to have an option.
But for a lot of these guys they
don't know anything else. |
They're ina world of hurt.”

Wezenberg said he doesn’t
understand how the federal
govemmcnt can spend lots of
money on defense programs
wnd in foreign countries.
v Jeepers, creepers, why can’t
we help our own first. They can
New
york City, why not WPPSS?”

Another construction work-
er, Mike “Jerry'" Clart said,
“There isn'l much work any-
where. | guess 1'11 have to stay
and see how unemployment
treats me.”’

Sunday: The Olympian’s busi-
ness page looks at the financial
fallout of mothballing the Halt-
sop nuclear plant.
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plants. :
recisely what nappened Fri- 82t 3%
jant No- 3.A recent attempts:
The Treasury Depanmem. sees
ederal govemmem in this,
n. Henry Jackson

Thatis P
day o op With P
ville Power Auunlnhumon anal-
{ because of the \egal role for the §
srom the debt o0 and W nington €7 !
says Congress 13 in no M il us
ercfore, it is up t0 h closely
among



Nuclear Plant Contracts Voided,
" Raising Concern in Bond Markets

that bound local ulity
pyoﬂﬂjsumumhmd-wmm
puclear power plants that were never
finished. .

aftermath of the court decisian, securi-
tes dealers said few of the bonds could
| be traded, although speculators were
offering to buy them at only 13 cents on
the dollar.

The ¥ashington Public Power Supply
Sy:um.cr-cd'.nm‘lmmmmdm

ton, had relied on the contracts 0 as-
that its bonds would be paid off,
though it had halted work oo the
plants. The utilities had pianced to pay
with revenue from elec-

their contracts specified that they were
obligated to make the payments even if
the plants were not built and there was
no electricity tw sel.

In its 7-to-d decision yesterday, re-
leased in Olympia, Wash., the Supreme
| Court found that the utilities ‘‘lackad
| authority to enter into this agreement.”

The 40-page decision, written by Judge
Robert F. Brachtenbach, said that
Washington State law allows the local
utilities to purchase power and 10 own
generaring plants but not 'to guarantee
another party's cwnership of a generat
ing facility in exchange for a possible
share of any electricity generated."”

The guarantees the judge referred to
were the promise by the local utilities to
buy electricity produced by the power
authority’s plants, or to pay for the
| plants if electricity was not produced.
Construction of the plants was stopped

Coutinued an Pase D8, Caluma |

 Cootioued From Page Al
begause of cost overruns and a decline
in demand for eiectricity in the North-
wast.

The decision was a blow to the
Chemical Bank of New York, which as

for the bondhoiders had filed

suit in W to force payment
o the bonds bank has on hand
the money to make the next interest
umcnt.dmlmyltmmnmcol-

ted the money for future interest
ps

ents.
vice president. said the bank was

ran McGirl, a Chemical Bank

uylvbowdthccmmvmvﬂid
under Washington State law.

Because the supply system is the
country's largest issuer of tax-exempt
bonds, its problems have become a
cause cé!dbre in a market where indi-
vidual investors buy about three-
fourths of new bonds.

Some analysts are fearful that arge
losses on the supply system bonds
would turn investwrs away frum @y

picipal bonds, including the general. -

obligation issues backed by the full
faith and credit of local governments
all over the country. Supply system
bands, while tax 2xempt, reiy for
repayment on the revenue of the atli-
ties.
Slight Increase in Yieids

The supply system's problem has
caused a slight increase in yelds
peeded 10 seil other bonds backed by
sa.es of electricity, but has not spread
poticesbly, even yesterday, to (ssues
of = “te and jocal governments.

The decision yesterday overturned
an earlier judgruent by Judge H. Jo-
King County Su-
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Doubts about the bonds for the
fourth and fifth plants have reduced
the value of the 38 billion of bonds that
were (ssued for the three other plants,
even though they are backed by cou-
tracta with Benneville

Fileen Titruuss, a vice president at
the brokerage house of Drexel Bur-
ham Lambert, said that the latest
court decision made it uniikely that
the supply system couid obtawn financ-
ing through loans from bYanks and -
surance compames that it was seex.
ing to compiete the thurd plant.

Different View Taken

By finding that the contricts were
pot enforceable, the state court tock 1
much different view of the contracis
than did the utilities and “heir ‘awyers
several years ago

For example, in the official state.
ment for bonds sold in Seprember
1980, lawyers at Wood & Dawscn, o
New York City, and Houghton Cluck
Goughlin & Riley, Seartie, said the
agreements between the local uulites
ar {1 the suppiy svtem were a “‘valid
and binding agreement .’ [n reachung
that conclusion, they noted that "“we
kav2 reiied upon the opinion of coun-
sel’ for each of the rarucipants

The lawyers alsc added standard
language saying that the enforceabil-
ity of the contacts may be subject
judicial discretion, excercise of Wash-
ington State's police powers or bank-
ruptcy £

In a minority opinion, Justice
James M. Dolliver said the o 1jonty
decision ‘“‘places constraints on mu-
nicipalities not intended by the Leqs-
lature.” Tustice Robert F. Utter also
dissented from the majority and said,
““The dectision here today may not free
municipalities from all potential costs
in even the present case, ¥ill bar them
from potentially advantageous con-
tracts in the future, and will make fi.
:nncin; of future projects more cost.
y.”

<onT
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W hOOPS.' |14 ho Loses \Ionm 7

mhon n

rax-exempt
threatens W

Whoops
come the largest hankrup'c:
tax-exempt
in L.

honrds He-
n a
1eNCY
about it s

traight; most evarything 's crook-
-'f aot as in criminal but as in

Zoverimental

1
mstory. Litlie

e rti

cated

Whoops promised
ar power and delivered ¢
partially built plants that produce
nothing. But the story’s moral ex
tends beyond nuclear power. Pri-
vate utilities have experienced
comparahle nuclear disappoint-
ments - without triggering equai
financial debacles

What Whoops represents s a
breakdown of the normal disci
plines of business and politics that
prevent routine errors {rom be

Samuelson writes regular’y on
Vational

§ articie 18

gconomi
Journal

reprinted

affairs  for
from Chich thi

-alamities. It
m;‘r ens

comin
w "n!

e'no 31208
ndepen
authorit
wcecountable to anyone

{ empowi.ed to issue tax-iree
securities—interact with profit-
underwniters and bond

raring agencies

when

wenl duvernment e —

U0y

seexing

n this, it 8 hardly excep-

States and localities have
jeuriated in an (pgenivus expan-
sion of tax-exempt tinancing. Un-
derwriters have eagerly promoted
the expansion that has stretched
the competency of raung agencies
w provide reliabie judgments

"ECONOMIC FOCLS

anoout Hhonas
the Whoup
tendencies. 1t
deeming value

But virtue stops there. Already,
electrie bills have risen in the Pa-
cific Northwest, and possible con-
sequences stretch further. Some
members of Congress are suggest
ing & federal rescue, which prob-
ably would éost billions. And some
finance specialists argue that the
losses to.investors could disrupt
municipal bond markets perma
nenti

That. in the end. s what
Wh oops 18 all about. Who loses
money” When construction begau

underlving worth. If
atfair checks these
may have some re-

in the early 1970s on five nuc.e
plants. the demand lor 2ie
in the Nortnwest was T
1hout T percent innu
plants costs
36.6 hillion
Now, growth
0S8t estimares nave
324 billion ot more
two of the
percent completed) have
canceled, another twa '»
percent compietad) have *
laved and oniy one neariy
plant is scheduled W &
ating early next year
Meanwhile, however
1ssued mountains ol !
bonds to financ
the canceled reacturs. these 1o
taled $2.25 nilion. The
reactors have consumed anoiher
$3.7 billion; and the nearly com-
pleted reactor, 32.4 billion. Nor-

were

has

reACt S

cOnatr

detaved

s Bt |

mally, "evenue from the reactors’
electricity sales would be expected -

to repay the bonds
It is here that the piot thickens
because no one wants (o be
with the resulting
courts have been

lom~es Thﬂ
hnuted with

stuek °

lawsuits in the legal equivalent of

musical chairs to assure
someone else s standing when the
bills arrive.
Cyrus Noe. whose newsletle
See FOCUS, (8, Cal 1

-

,
Joat

that»

-




: n &

let.'v"[- w""‘ JG r”-!
FOCLUS, From C7

Clear:ng Up records the legal hrawling, describes

?...., Ju-11%3

| But on available evidence. the case for tederai
| intervention 1s weak. Abundant hydro power
_ means that the Nurthwest's residential it not .

the mountin litigation a8 indescribable. Whonps business) rates remain less than haif the nationai

uamuniuoaicotwm\uhinhm‘.dumu
issue tax-exempt bonds. Bus private and public
utilities—the higgest is the tederal Bonnmeville
Power Admupistration—assured the reactors’ ti
" pancing hY promising W pay for them regardless
of whether they mrddivmdgg power. -
Not surpeisingly. some utilities now are chal-
lenging these contracts in Wasnington. and Ore-

gun courts o tar have rendered contlicting vpan _

jore. Although Whoops has missed 4 monthiy pay-
ment to hondholders’ trustees. the next semian-
nual pavment to the nondaoiders thetiiselves &
ikerw 10 he made iram the trusfées reserve uc:
count. i

Arrer that. ne sve knows. [f Wheops went
hankrupt. «would Lrditors pursue he vtilities”
The Bunneviie P ower Administration” The closer
o climax cumes. Lae greater the pressire fof ted -
eral help. Rep (reucze Hanser (R-laano siready
wants the govergment to buy the honds at their
March | marke? yuive.

Combined with electricity rate increases in the
Northwest and:dsistiog Bunneville Power funce,
Hansen figures the exira cost will e 51 billion.
That estimate could be low. The honds’ prices
already have dronped sharply (some sell for 30
percent uf their vriginai value), and Howard Sit-
zer. vice president tor municipal hond reseurch at
Thomson McRinnon, sd,s investors woud want
more than Tnese depressea values.

Regardless, someune is going to suifer The
Northwest aluminum industry (which repr@kents
about 3 percent of the US. tutal) already com-
&h‘;m that rising business electricity rates \nureas-

Y

with Canadian-produced aluminam. Farmers de-

pendent on electricity Lor irrigation pumpuiy tace |,

, asimilar oSt gquee2R, o . .. <4

e

average of 9 cents per kilowart hour. Many ong-
| inal hond investors probably have soid at larze
| losses; the honds now are prime vehicles for spec-
ulation.

As for the municipal bond market, no ovne
knows what will happen. Sitzer savs a detault or
bankruptcy might frighten awav individual invest-
ors. Eileen Titmuss Austen. a Drexel Burnnam
vice president, dissents. She says that sume inter-
. est rates will rise—primarily tor Northwesteor

hoerowers—hit there will he 1o generi miter™ip-
tion of borrow:ng.

And there are possible Henerits irom e -
tinety depiored - ¢onriict. The investng pubtic
heavilv depends on (e opinioas of the hong-rat-
ing agencies and ur srwerers Ther o] iy
ment has neen forspiucusiv wanting. A Lt
public clamor (pius hondholder swits) may tocts
their attention better.

\ Also overdue » a reexamination hy Congress
"and the states of the immense variety of quasi-
| government orgamizations and activities that now
| benetid from tax-exempt of preterential interest
| rates. Schonk, highways and sewers ynce consti-
tuted the bulk of tax-exempt borrowings: in 1951,
thev were less than one-tiith. Congress [ikew se
.has spawned quasi-government agenci.es that not-
row tor everything trom housing to stuctent loans

It's gotten out ot hand. Someone was houad to
20 whoups.

83 dabion. Jourral

8ut its plants at a competitive disady antage *
a
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' troubled puciear
eaves fallo

JAMES RUSSELL
wd Fingncial Editor
ne great “Whoops" bond saga. wit
characters aumbering in the hundre
sands. is nearing a showdown.
The tension 1$ mounting, the stakes are high,
outcome is in doubt in the case of $8.3 billion In
muaicipal ponds that were sold to pay for 2 grandi-
ose and nOW troubled nuclear g< :.r development 1D
the Pacific west
‘ Financial fallowt from the regional
f washington Public Power Supply
§ ihroughout the land, since the money
% came from countless igvestors in ciue

nh a cast of
ds of thou-

of the

which acquired the acronym
10-year history even before
criptive of their character, are
y the most widely owned municipal debtobli-
'R gations in history. y
B " gmall investors by the pought them. S0
did giant insurance companies, blue chip corporations
and gilt-edged bond mutual funds whose investments
are limited to the safest things va the market
“A disproportionate number of the nondholders
reside in South Florida.” said Joel Wildman. manager
of two local offices of Donald Sheldon and Co., an 0-
vestment firm active id the buying and selling of
WPPSS bonds.
Joseph Huber. vice presi
at Southeast Bank, agreed
“This is a big 'nves
there are large numbers
this area,”” he sad.

dent and dond specialist
ment market. and it's likely
ipvestors 10

Credibility problem

Bond issues that provided the money for twoO of
the ill-fated WPPSS projects have peen threatened
with defauit as a result of plant cancellations and a
refusal by potential users = some 88 municipalities
and utility companies in all — to pay

The remaining issues appearsd largely immune Lo
tl.2 crisis unul Standard and Poor's Corp. rem
rating from them. contending they might get caught
in the crossfire from courts, legisiators, city govern-
ments, CONSUMErs and all the other players in the

late Friday when the execu-
rdered the mothhalling of its
project No. 3. the fourth of the five nuclear projects
to be abandoned of delayed

This new develo
WPPSS
seemed likely to coatin
the latest chapter in the
undertaking gone sour J

“Every bid for 8 WPPSS bond, no matter what
project, has peen pulled,” one trader declared late
Fnday ‘

Complex and confusing because of the immensity
6f the enterprise and all the people and institutions
involyed, the wWhoops' affair has tajkan on 2 siganifl

a.
The plot thickened
tive board of WPPSS ©

brrught trading in all the
halt, a situatior that

hond experts assess
unfolding story of a gigantic

ut in bon

cance
peing desc
of the entire conce

t

and pend on this type of

-

project
d markets

far beyond its Own nsions. It is

ribed as a critical test case of the viability
ot of municipal hond financing and
ne sanctity of contract relationships
Cities. counties and states all over
financing

regional dime

the nation de-

for countless nillions
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of dollars worth of pubiic Worns
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large credibility problem involving
municipal donds \n general” 00
served William Berls, vice president
of New York's Chemical Bank, the
trustee for the immediately threat:
ened WPPSS bond..

Jim Reilly, editor of the author-
tative Fixed Income Journal, was
even more emphatic

“What is happening in the Wash-
ington situation todav puts all of
public power in ;ec:ar‘:v." he sad
“This could be a dangerous domino
thing with all tax-exempt honas
feeling the resuit {f contracts can
We cast aside, ouf whoie economic
seeucture s in danger F

The WPPS5 contracts
enough when they were drawn
The 38 signers wou'd pay off the
wonds regardless of what happened
in the course of the massi
development

But as construction costs soared
adove dudge! and the de
power dec'ined rather
creased, two of the five plants were
apandoned and act vity on a third
was stopped Besel py consumer
complaints and legal uncertanties

alore, nearly ail the 88
would-be users reneged On their
agreements

lsolated as they are f the far
northwest corner of the United
States. the quintet of nuclear power
projects themselves have attracted
little attention elsewhere [t is the
wide distnbution of the bonds that
has made them a marter of national
concern

Senators and CONgr
the region are trying for a partial
feders! ba'lout. The Washington
State legisiature |8 wrestling with
the problems and, of courze. the
court system has been flooded with
WPPSS5-related law sults

uTAUTY
‘-..-MAI

ALD

urnR
v

MORNING -

ervnAY

were ¢

pnr

ve nuclear

of

esgmen from




-------——-—-—————-—————-—-—ﬁ==

Washington State ]
Not Liable for

By Cagrie DoLaN

sta/f Reporter of Twx WaLl STREET JOURNAL
OLYMPIA, Wash. -In a major and unex- |
decision that could lead to the largest |
municipal default in history, Washington (
State's highest court freed Washington utill- |
tes from their obligations to help pay the |
$2.25 billion of debt on two canceled nuclear

power plants.
in a &2 decision, the
utilities

{

court ruied that the ‘
lacked the authority to enter into !
with the Washington Public |
Power Supply System to bulld (he nuciear,
plants. The ruling overturned a lower court |
decision that heid that the utilities had to |
pay for their share of projects Nos. 4 and 5.
despite cancellation of the plants (n 1982.
| ‘Defauit is now pretty much assured.”’
| said Sen. Al Wlliams, chairman of the
Washington State Senate Energy Commit- |
tee. “and bankruptcy S much more
likely
Obtaining payment from the utlities,
which are responsible for about two-turds of
the $2.25 billion of dedbt, was WPPSS' last |
major stab at avoiding default. Without pay- }
ment from the urilities, it is uniikely WPPSS |
can meet its obiigattons to bondhoiders
across the nation !
Bids on all WPPSS bonds were halted
yesterday shortly after the courts decision
was announced
Donad Mazur, managing director of
WPPSS. said that ““the decision can oniy be
devastating,’ and called it an incradible
ruling. He said the WPPSS execunve board
was studying the decision and didn't know
what actions the board would take. WPPSS
wouldn't comment further, except 0 say
that the ruling wouldn't stop it from fimish
ing its unit No. 2, scheduled for compietion
| in September
| However, the ruling is lilkely to doom
I\WPSS unit No. 3. Officials had been trying
| this week 0 get banks to lend money to keep
| unit No. 3 open. Sen. Williams said “it wnll
lz‘marly impossibie”” to get that money

|

!

|

'
.

Chemical Bank, New York, is the trustee
for the bonds on projects Nos. 4 and 5, and
filed the lawsuit on behalf of bondhoiders.
Chemical wouldn t immediately comment on
the suit.

Albert Malanca, attorney for some of the
utlines. saxd e approached Chemcial Bank
‘two or three times'' about a possible settie-
ment, but said bank officials weren't inter
ested in negotiating.

Mr. Malanca sald although the unlit
were successful o court, “‘you don't have &
| champagne celebration over a corpse.’
| A WPPSS spokesman saxd it wasn't clear
' what legal steps can now be taken. “This
';lun involved state law and was decided In
| the state's hughest court, so | don’. think we
| can appeal Uus case,” he said

|

l

ustices Say Utilities

$2.25 B

| they had

| but

| tor Chemical, said h2 was

e

|
|

lion WPPSS Debt '

In Portland. Ore., Portiand General Elec
mic Co.. an investor-owned uulity that
doesn't have an \nterest in unils Nos. 4 and
5. called the decision “termbie.” Portiand |
General is among those who believe that a |
WPPSS defawt will'hurt the borrowing abil i
ity of all utlities in the Pacific Northwest.

James Durham, vice president and se
nior counsel for Poruand General, said the
result of the decision means '‘COMMIUNENLS
made in good faith can de dishonored by
government bodies. Apparently nobody’'s
word is good ‘or anythung anymere
ft's (n wnung.”

Mr. Durham called tie uglities’ attempts
to avoid repayment a “‘sad commentary :
He said. "When they entered the agreement,
every intention of paywig But
when things got rough, they went looking for |
technical ways 10 get out of paying.” |
Portand General holds a 107 interest .n'A
ject No. 3. Mr. Durham said the court s
deciston shouldn't affect separate arrang®
ments for the completion of pmject No. 1
‘with what courts are doing #ith con
tracts these days. who knows what will hap
pen” he asked 1

n Seatt's, Michael Mines. an attorney

still in shock”
yesterday afternoon foilowing the ruling. He
said Chermucal s lawyers will flle 3 motion o
a “couple of weeks ' asking the washing'on
supreme Court to reconsider (s opinion

Mr. Mines S&d‘(‘.L?"TI-ZL doesn't have
the authomty to negotiate setlements Wit
the utilities involvad in the case

pro

'

cover whatev rec rth
hoiders.” He said, 'bondhoiders were !
believe those bonds were 3 perfectly legitl-
mate buy. They (bondhoiders) were badly
ised " He said Chemical's attorneys plan 0
study the opinion to see if i* can be \ppealed
to a federal court
Howard Clark Jr., executive vice presi
dent of American Express Co., which nolds
$90 rmullion in bonds for units Nos. 4 and 5
said the company ‘will continue (o WOrk
mmmebmdmmeewpunuewcm'
| He added. It isn't going to stop here.” Mr
Clark didn't know what action might be
taxen
A spokesman fo

er we <al ver

r Bonpeville Power Ad-
ministration said that federal agency s
studying the court's decision and wouldn't
comment on it. Bonnevilie has a separate
repayment cQoiract with WPPSS for proj
scts Nos: [, 2 and 3. Under that agreement,
“Bonneville acts as a “middle man between
WPPSS and certain utiliues that have a
stake \n WPPSS, with the agency s revenue
packing the bonds for the three plants

| “Ano’her Pena Ceptral”

|
|

| increases p

An analyst said that yesterday's decision
ressure on the supply system o

| tral,”

-evm;fr

i

declare bankruptcy. “It's another Penn Cen-
she said. 'The magnitude 5 \ncrec
bie. I think it's going ' end up in some X
of super court. a bankrupicy court

At leas: tome Whoops n\2stors
come out whole ‘n the event of
That is because their donds are U
one of the nation's {wo Diggest ¢
ance companies

The msurer, Amencan Municipal 3ond
Assurance Corp. is obliged 1o mee! §76.4m
lion in pnacipal anu ~terest payments
ploject Nos. 4 and 5 bords in u findual ard
wnstitutional portfoiios. It would be tn2 .arg
est loss suffered by the Baidwin-i
Corp. subsidiary. Knowmn as Ambac

An Ambac spokesw¥oman said that

Uhipeet 0f 2 delawil "'wowa o€ reiagvely mt
nor.” because the payments would Dde
spread over lhe maximum 35-year lifeume
of the Whoops bonds. Lmtially. Ambac wewa
have t0 make interest payments of oniy $1.®
million annually

S0 far. Ambac hasn't set aside any “asa
reserve 1o cover 3 Whoops defaull deciuse
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we haven't been notified of a detault.” the
spoKeswoman added. Karen Hessing, Am
bac director of research that it w

be ditficult for he peopi

to let Whoops If bec
Northwest bond issuers would be hurt

Ambac it also has guaranieed
meet [ éments of $156 mullion
and 1= -est on Whoops project Nos
3 boiids, which werent covered dy Y
day's court ruling

Ambac s principal comoetiior

| Bond Insurance AssoC1al said
insured Whoops bonds an  won t
by a defauit. However wAon Karves
nior vice president, said that We are

| very circumspect’” in urng the donds
any government unit L isn't meeting !is
Whoops obiigations including pubiic
districts and towns or Cities Laat are
Lnese__ms:rc'_s

I pess jnlelﬁ'ycnce, ,ync.
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Court Ruling
Puts WPPSS
At the Brink

By Les Blumenthal
Associated Prew

SEATTLE. June 15—The Wash-
ingtan Public Power Supply System
was left without a means of paying
off the $2.25 billion debt for two ter-
minated nuclear power plants today
and the largest default in the history
of the municipal bond market
seemed all but aesured.

The state Supreme Court. in a
T-to-2 decision. overturned a lower
court ruling and held that public
utility distnets and municipal util-
ities in Washington state had neither
the express nor implied legal autho-
nuy to enter into agreements o pay
tur the plants being built by
WPPSS. '

The Washington public utilities,
which were among %8 Northwest
pubiic utiliues that spunsored ti”
two phants, together are responsible
ior mure than two-thiras of the hund
deht.

Courts in Idaho and Oregon have
rmiled that utilities in those states are
nut ubliged to pav their share of the
hond dedt on the plants. Those cases
are on appeal.

A default 18 “verv close.” said
Washington Guv. John Spellman.

The decision sent nppies through-
out the municipal bond market.
which ended the day mixed aiter an
imtial slump.

_But bonds for WPPSS projects
No. 1, 2 ané 3 fell about 4 points,
and bonds for projects No. 4 and
3—the terminated plants—fell more-
than 13 paints.

The movement of a puint is equiv-
alent to a $10 change in the price of
a bond with a 31.000 face value.

“This is a devastating decision.”
said Don Mazur. new managing di-
rector of WPPSS, which was build.
ing the plants for the utilities and
had sold the bonds to finance their
constr ction.

Frass Yate

All that is standing between the

supply system and default now is a frent :

. L -
.S 20008 .ot
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WASHINSTIN,

state court restraining order prevent-

g bondhoiders from forciog the wASHI.3TON, D.G.

15eue.
“[ see no region-d solution at this’
time without some federal interven-
tion,” Spellman said. But Rep. Al
Swift (DeWash.) predicted there was

See WPPSS,. D14, Col. 3 ‘

IWPPSS Verging

' WPPSS, From DI12°
liptle chance tor congressinnal assidt-
amce unless it hegumes a national
puh.em.

*+ The suit to torce payment hy the

Washington uulit.es was hrought
mure thon 4 vear agy hv Chemical
Bank ot New York, the trustee tur
ounas seld w tinance construction of
the two abandored plants

“Chemical Bank has not vet seen
the decisicn hut is surprised and dis-
mated it the geported results,” said
Brian McCurt. a hank spokesman.

McGirl <aid the bank would ask
the staze Supreme Court to recon-
sider its decision and planoed to
amend its suit in the lower court to
assert “traud and contract claims for
the tull amount” of the bonds
against members of the supply sys-
tem and supply system directors, the
utilittes and” their commissioners,
and certain attarneys.

A series of 13 suits #so has been
tiled bv hondhoiders that allege vi-
olatwon of federal securities laws and
that the ahility of WPPSS to eom-
plete and finance the piants was
“musrepresented.” 2

Chemical Bank had planned to
issue WPPSS a “notice of default™
earlier this month after the supply

e

o ——
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MORNING - 524,500
SUNDAY - 820,152 |

on Default

svstem tailéd to make a payment
Nty a honad . serve ‘und. Such 3 noe
tice would have given the suppwv
system 30 davs to make the pay-
ment. atter which detault could have
heen declared ind the suppiv svstem
headed tur bhankruotey or receiver-
ship.

WPPSS's unly assets are its three
remaining nuciear power plants, of
which one 18 nearing compietion, an-
nther has heen mothballed for 13
long as tive vears and construction
has been balted on a third.

The two abandoned plants, one at
Satsop, west of Olympia. and the
ather at the Hantord nuclear reser-
vation, were ‘ermirated more than a
year ago atter WPFS3 was unable to
borrow money to continue construc-
tion and questions were raised about
whether the power from the plants
would be needed.

WPPSS has already borrowed
$2.25 billion, which, when interest is
added, leaves the region’s ratepayers
with a 27 billion debt over 30 years.

As ratepayers realized they would
have to pay for two “dry holes,” they
rose in revolt and the utilities in
turn looked for a way of avoiding
pavment.

Scecial correspondent Lauro Par-
ker also contributed to thus report

PRI —— | ——— g ——— — . —




ﬁu sold moye |
ponds to fTnhance
jects The supply

4 and 5 plant
peen officially

puclear projects carr
raling 8% recently

jows a Siring o
ments in (he trouble

with only its No

jes, have lost more construction

make a $15.8 milhion payment,
han §6 WaS due Monday, into ot
the (hree ©Of WPPSS' shutdown Nos 4 and -
system also sold nuclesr plants. Only & judge’
for construction has pfevema! wPPSS bond trustee,

s, which have the Chemics! Bank ol New

from LNRKETNE the largest municl
or WPPSS' 1, 2, and 3 pal bond default in Amernc

ied a TrnpleA “Because of uncertminties €
February 1982 cemning the long rerm integrity of
ratings have assets ol the supply sysiem, &

light of the nonpayment under the

by both

ours, the bond resolution tor projects 4 and 3,
the ralings were su.pelulud

Moody's fol- Cralg Atwater, & vice presidont at

wPPSS' othe: securies bonds yes
PSS suspended terday. It SUS

su
ar ptant at ponds sold by WPPSS in the 19608 10

he past fmance the Hunlord Generating Pro-

has been forced 1o halt ject, B3 well as bonds for WP

Mmmlslralwn'l

sinall packwood Lake hydroelectric

wppss  project in Lewis County

2 reactor under The plummeting pond

gbility 1o go o® underwrl

were (he 1w jor reason WPPSS was
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WPPSS Woes
Hurting Bonds
In Washington

By Carnig Dotax

Staff Reporter of Tue Wil STagrT JouRNaL

Some people in Washington state are
learning about the problems of having an

ar newghbor.

The firancial troubies of the Washington
Public Power Supply System, a group of fve
nuclear-generating plants p he state, are
affecting Washington municipaiities that
want 1o raise money~whether or not they
have any part in the project.

WPPSS, often called “Whoops,” S the
unmmuﬂdmumcxputmdsmmen-
gon. One of its generating units is near ccm-
pletion. One has been mothballed. ind conr
struction on another may soon de stopped.
The other two were canceied in i982. leaving
investcrs wth $2.25 hillion in nonds whose
interest WPPSS can t pay. While courts con-
sider who must pick ip the b, the possibil-
iy of default hangs over the project and
wurts the rest of the siate

“We have nothing to do with Whoops. ex
cept tha: we buy power from it,” says Ar
nold Hartvigsen, treasurer of the Port of Ta-
coma. “But we have to pay ugher interest
10 borrow, just because were associated
with it geographically

Some expect the port's expernence 10 he-
come more common. The port recently soid
©6 mullion in bonds o raise money W buiid
new shipping ‘acilities. It was forced to offer
a mgher-pniced deal than it had hoped for
Even 50, a Seartle bond dealer says an order
for &4 mullion of the port's bonds was can-
ceied when the buyer found they had the
name “Tacoma' on them.

Comparisons With WPPSS
Mr Hartaigsen says (hat &nt fair. Suil,
he says he can understand the reluctance. |

“They've got the whole country to choose |
from. ' he says. “] suppose if 1 were on the |
East Coast, ['d be very selective about buy- |
ing bends n the Northwest.” ‘

The state of Washington plans to bring |
$15 mision of gemeral-obligation bonds 1o
market in July. “We'll see 2 penaity rate,”
says Deputy Treasurer Tim Kerr. ** Although
the state’s financial condition has dramati- |
cally improved (n the last few years, some
people see us tarred with the same brush i
Whoops. '

Mr. Kerr says he hopes invesiors will re- |
alize that the state shouldnt be penalized
just because PSS is located n Washing:
ton. But if mvestors demand Mgher rates.
he says. the state must pay: 't has (o sell
bonds at least twice a year to rale money
for highway projects. higher education and |
other necessities. "Whoops is always going
1 be #th us,’ be says. “We have live'

|weve been getang much

rdeal
1Co

| Last month. the Elma school distnct, which

aith that. It's just become an increased cost
of doing business

[Frass .ynb[l'?gmcc, Yne.

WASHINGTON, D C. 20083

To reassure (nvestors, underaTiiers for
the stite s past two saies have taxen out ur
surance policies guaranteelng regayment on
the bonds. General-obligation bonds are
backed by a state s promise 0 repay them,
and it sn't typical for them to be insured.
“Local people don't !lke them buying the in-
surance because it makes (he bonds more
costly,” says Mr. Kerr “But back Bast, it's
a real selling point.”

Small mvestors, especially, feel
with insurance, says Leon J. Karvelis .
senior vice president of the Municipal Bond
Insurance Association in White Plains, N.Y.|
“The average guy on the street who wants
m‘wyamddmtbuustmtosonom'
all the background for hum. It goes
wis mind that all bonds \n the state are re
lated.” He says Washington municipalines
may have !0 seek out the small investors,
hecause some insututional investors jon't
want to touch their donds inymore

Some CONncerns ire laking advaniage o
the area’'s ‘roubies. Beciuse 1 .0t of conv
panies have swopped duyng 2 the slale.
netter ytelds
there. ' says a spokesman for Alistate [nsur-
ance 00 . 3 .4rge nvestcr In 3 market (ke
that, you can demard and receive 3 better
Alistate 15 a umt of Sears. Roebuck &

Voters Also Affected
The WPPSS troubles have ilso affected
voters, who often must approve bond issues.

has a WPPSS site within its borders, asked
voters to approve a $12 million bond issue 0
it could replace the district's T)-year old
high school. The bond issue was defeated.
Supenintendent DeWayne Bovd says a tele
phone survey of voters taken after the ciec
ton found WPPSS was a major factor

“There s a growing distrust about bonds
in geperal’ he says. “Peopie wonder
whether approving an issue would be the
end of it, or if it would tumn into another
Whoops. ' He says residents were also wary
of having 0 back the bonds because they
fear they will be burdened with other costs,
such as higher unempioyment claims and in-
creased taxes. if WPPSS foids. '

Smaller issues. in which the bonds are |
sold to local or regional banks, haven't been
disrupted much. Soohomusb County Trea-
surer Kir* Sivers says the county airport
didn't hav. 4ny trouble selling $1 million of
bonds recently to fund repair work. But he
says Washington municipalities will face
some trouble away from home

‘On the Zast Coast they still think we've
goi cowboys aad Indians out here. All the
citizens of the state are going to be consid-
erec as part of Whoops for a while'

———————————

we're financial donkeys out here
Seattle bond dealer. “Maybe we

through i
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Of course. some people unk wanness 5

warranted. In recent years. Washingron
state had {inanciai difficuities unrelatec ‘o
WPPSS.

on in the East that

“There's a percepti

ve earned
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. _iF_The Miami Herald / Gunday, May 29, 1951 -
”llll power 10 make sure that the bond Aare a conservative, |nc0zf-e-or:enxcd
o crisis point was set for Paymentsare made One way Jran- investment, no* 3 tracing * ehicle. In
May 31 WPPSS was ex- other. benghoicers are going to get our opinion, the 1 2 ;nd 3 bonds
'f‘,i to pay its nond trus- pad I they don't. the Paalic : excellent invest-
mical Bank. 3 regular $i586 Northwest region isin troudle and ment. | even believe the $ and I35
{pstaliment due on the dond s0 is the bond industry. That just will work out, although there mMay
pvering projects No. 4and 5. won't happen.” bea temporary hangup in the Janu-
valued at $2.29 million Beris said a default on WPPSS &Y interest payment.
ked DV (WO power projects ponds would have serious side ef- Other bond specialists are less
fects oa all kinds of municipal and enthusiastic.
Steve Hueglin suggusted 10

neen abandoned.
corporate obligations in the region.
and clieats of Gabriele Hueglin and

/

still represent an

>
%

2 judge’s ruling ast week de- :
indeflinitely an anticipated Thus. state local authorities
ron Ob defauit on the 4.5 have 1o make good on the wppss Cashman that they hold on to their
prolongng the agony of un~ debt, he reasoned. 1, 2 and 3 bonds and consider buy- :
. that has enveloped the iag if they dcn't have some already »
* debt for months. Farther out ‘@1 ‘or nolders of projects 4 and
{s money i0 an. escrow ac- 5.7 he Jdded, “the situation is more 5
to cover a forthcoming July The bank executive's message 0 & s
payment t© pondhalders, pondholders was not to worry it !.twlﬂ to give advice on the 4
_and there can be no about the July 1 semi-annual inter- and 5's. Hueglin said. because “the 2
fate of the projects is. for the most 4
_in the hands of the courts.” %

of defauit until the | 8% payment.

rit wParther Out I8 where the doudt part .

of the litigants — WPPSS., lies.” e sald. Bond specialists now are saying

Bank. hondholder "9’9"\ what's decided In legal and legts- t:m the ;.r_aderkymg \esson from the

atives — appeared happy with' Jative barries in the “Whoops™ 3f- Whoops™ expertence is that legal

ruling [t seemed to Duy time' fair now could set precedents for
lirtle else gecades to come, according 10 pond sale dond

3 experts. Whiie there are cieas egal re-
“At least 90 per cent of those quirements for paying off the dent

nonds will not mature until well the severs troubies of the power

past the year 2000, Huder of svstem removed any visible means

of economic support for what s

cuanart jlone does not maxe for a

P LT J——
§ “ gl b iy Southeast Bank pointed cut.
jsse ¥ \ e When WPPSS honds were first owed
4 marketed, they dore the sponsor-

- o}
- ¥ ship of the diggest names on Wall A promise to pay

Financial _ ' Street. and the stamp of apgroval of
Editor i he premier ratiog agencles =~ Without power to be soid and
it., the revenue

$tandard and Poor’s and Moody's. customers o buy
that normally would pay off the ob-

The legal support {or pay!ng them

“Bondholders. at least for the off appeared unassailable ligations simply i8 not there — and

being, are suffering né harm®  Now, with & crisig situation s, notin prospect.
Washington Superor Court Judge hand and the ratings in disarray. So the responsibility falls back on
Joseph Coleman said the 4-3 donds are selling at about what James Lebenthal of the Wall
According 10 Berls of Chemical one-third ther face value. while Street firm of Lebenthal and Co
Bank, the earliest that anv bond- two of the remaining three trade at calls “a promise to pay. come hel!

holder could miss an interest payv- sizeadle discounts. or high water -
ment (s next January But the bank. “We have been telling customers in view of what now i8 happen-
1o for a yesr that cv‘rytmnsowm ing in the “whoops' affair, Ledeo:
nald “Here come hell and high

{0 its trustee role. |$ determin
work out,” sald Wildman of thal sad:
water "

pull out all the stops to see that no :
bondholder loses in the long run. Sheldon and Co. “Municipal bonds

“There is so much confusion and
%0 many variables.” Berls sald. “But

Chemical will do ovoﬂhinl in Its

o~ —— ——
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‘Whoops' is no joke

Financial anal,sts used to chuckle at the Washington
Public Power Supply System: Its initials, pronounced
“whoops,” became sarcastic shorthand for the project's
overruns, construction deiays and management problems.

They're not lauzhing anymore. WPPSS has become 1
worst-case example in the energy business.

In 1957, =3 public and private utilities in the Pacific
Northwest, pushed by the federal Bonneville Power Ad-
ministration, launched the massive construction program

‘10 meet what was seen as an explosive growth in the
demand for electricity. They issued bonds and ordered up
three nuclear power generators. In a few years, they
ordered up wwwmore plants, for a total of five.

Then the troubles began. Each plant’s construction
costs, projected in the hundreds of millions, ballooned
past $3 billion. Total WPPSS costs grew to a boggling $24
billion. And a funny thing happened to the electricicy
demand the plants were supposed o satisfy: [t tapered
off. The Northwest, in fact, now has a power glut

So WPPSS administrators canceled the last two of the
five plants—for which they’d already issued $2.25 billion
i bonds. Then they mothballed another plant undes
construction. And, last week, halted work on another one.
Only one is still being buiit. But the costs of borrowing
money for the project—which has yet to produce one wast
of power—continue at $15.6 million a month. This week,
short of cash, WPPSS failed to meet an interest payment.

Full default is likely. Perbaps bankruptcy. And almost

inly & plea for the feds to bail out the utilities and

That would be wrong. U the Chrysler loans, a
PSS bailout offers no payback, in money or joba.

Utility customers in the Northwest have had bargain

energy for decades; rates absorbing the WPPSS losses
er than those in the Northeast. And
bondholders knew the risks they were taking. Let them,

§

Dot tazpayers, foot the massive bill for misjudgment. -

D i

N-curbs

By HARRISON RAINIE

Washington (News Buresu\-The
risks posed by nuclear wastes do not
have to be weighed every time the
government examires a reactor
license, the Supreme Court mled
unanumouasly yesterday

The decision reverses the finding of
3 lower court that had sided with
environmentaiists and had jeopard.zed
virtually every new reactor contem
plated in the nation, ineluding the
:;c Island Lighting Co.'s Shoreham

L

Writing for the majority, Justice
Sandra (rConnor uphe!d the right
of the Nuc!ear Regulatory Commission
1o issne genermp-$iaehings about the
limited dangers of nuclear waste
"rather than having Wiem become an
environmertal issue at each licensing

hearing for a reactor.

For years, the NRC has argued that
there would be little or no environmen:
tal damage stemnung from the disposal
of nuclear wastes because technology

.would soon become advanced enough
0 contaln the threst or the wastes
could be buried safely in salt mines

Though the lower court found these
promises in doubt and that “significant

environmental risks” were involved iz |

nuclear waste storage, O’'Connor said

' NSC blanket findings were “within the
| bounds of reasoned decision making.”

The court is aware of the problem of

‘ nuclear waste disposal, but that is »

matter for Congress and the agencies
0 which Congress has delegsted au-
therity, she said . ‘

—
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WPPS

another plan

~porrowed 10

BPA chief

»y ROGER HOPKINS

C."omﬂ‘om
7 * RALISPELL — Bonneville Power
Adrnistration chief Peter Johnson
will recommend 3 construction hait
bn the Wastungton Publc Power
Suppty System § nuclear olant Ng. 3
And Johtgon. e o a Kal
gpell audience at the Northwest Pud-
e Prwer \s50C1aU0N meeting Thurs:
day. sad he wonders | WPPSS No 2
il De ympieted

e Schwinden on
WPPSS. Page 8.

Jahnson said he L recommend
WPPSS Mo } be mothballed when
v‘ne BPA Dboard
."unms there §

' He sud the wruction halt 8
‘he onlv alternative ‘aciog BPA,
te a baikout

is prmous\v aban-
doned plants ¢ and 5 WPPSS No. |
has since deen mothballed. to0 leav-
fing plants 2 and 3 with tne hope of

completion
\  No. 3 is 70 percent compete. NO 2
&s about reent finished and

tJohnson rermed 1ts fate yncertan
after Johnsoo s an-
Car'

i in a critical situation be-

qcause of 3 possible default 00 bonds

and \nterest totalng nearly §7 blios

g the two termin
_otgd plants. 4 and %

|5 “Halvorson said the final deter-

— -

S to

probably wil come

further comment

sion to meet 3 g

Gerald Muelier one of
Planung Council
Montana.
decision is disappornting

wers from

pnsing

Muiler said WPPSS could save as
rullion a year O
for plant No

that

much as $300
struction COStS

WPPSS plants will be completed

t

the WPPSS

from the

said Joh

said failure 0 complete any

affect the P
a senous

projects

Wash-

ht out of Kalispell
rwo North

mem-

But not sur

n con-
3 by

one of

lan's fore
extent

Mueller said 3 nuclear energy task

poruons of the pro
On the problems

wWPPSS Mueller

control of what s

said,
gowng on

are controlling us

ed to the commussion
nstraints dictate reopen-




Faced with the pect today
of mothballing yet another nucle-
PSS offffas

ing 2 worldwide
for “monvonttonal fi-
* o make the move unnec-

i 3 searen will tahe 3t 228
s month, Wastungton ublic Pow-
o Suppiy dystem Treasurer Jum
Perko told execuuve board mem-
_pers meeting at the Sea-Tac Hil-
ton yesterday
o the meanume. WPPSS Man-
Director Don Mazur recom-
mended beginning a construction
glowdown 00 WPPSss WNPI
plant at Satsoo
The board was scheduled 10
meet again today o coasider the
* slowdown propusal
r Mazur said he's not optimistic
abuus e supply system findirg
money to continue the plagt's con-
i struction. put he endorsed the
> board's efforts nonetheless
s Wall Street brokers bave tald
*  poth and the

o "aner

that selli
money wuuld be impossible
The supply system faces several
najor lawsuis over the validity
o its agreements o pay back
sondholders who lent wWPPSS
wme $2.25 billicn to build tw
WNP
NP at Sat

—

or Saisop vi

)

no market -

Board members agreed to
search fo. uncunvcnuondl money
soucces at the urging of Tacoma
Utlities Director Paul Nolan and
former Seattie First Natonal
Bank President Mike Berry Both
men are WPPSS executive board

+ ne full mar-
ket.” said Berry

i i wiew @ COPY of The
Walil Street Journal in his hand.

Berry said that companies
Chrysler, Caterpiller and
Lockheed. which have had thewr

own troubles of late, have been
able to raise new funds

1 dunk its 3 gambling society
me have here he said

Berry suggested that it might
be worth pay'ng 15 or 16 percent
\pterest, double current short
rverm tax-free rates. to secure the
needed money

He suggested that WPPSS ap-
proach other wrokers to see \f they
are interested in selling more
ponds. WPPSS present brokers,
he suggested, may be Y
cause of possible jawswits aganst
them by preseot pondholders

Nolan urged the poard oot to
halt tre Satsop construction with-
out a thorough search for funds

I thunk there s a price for ever-
ythuag,” he said. suggestung that a
high enough \nterest rate mught

.l
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attract individual investors 0
gamble on another WPPSS bond

\ssue

Mothballing the plants and re-
suming construction 1o three
years could cost mullions.
according to Mazur

The Boaneville Power Admunis-
tration Wednesday strongly Sug
gested the {hree-year Jeiay

BPA Deputy Admimstrator Bob
Ratcliffe expr reservations
about the practicality of searchung
for more money

BPA. he sad. has already ex-
plored the market and found 1t
was a dead end, he said

Mason County Public Utility
District Comumussioner Bob Olsen
said he svmpathized with the idea
of saving some 2 300 construction
and white collar jobs at the Satsop
site. but such short-term ‘bridge
financing could prove fatal to the
projects

The supply system. ne said. has
little idea how much money it
would need to carTy the plant gntil
WPPSS' legal difficulties are re
solved. 1f the courts rule that the
agreements on the terminated
plants are invalid, or if tne cases
are still peoding when any new
financing must be re
paid, he said. the supply system
also would be forced to termipate
WNP-3, which is 74 percent com-
piete. .

PPS3 1o canvass worid
ani monsy
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roR NUCLEAR RECULATCRY COMMT3S5L3N

mOGRAM All Things Considared

CAT Mav 31, 1983 $:00 P.Y.

SLa.ECT Northwest Nuclear Progranm
gUSAN STAM3ERT: Today 3 ¢

electric ytilities in tne Pacific Nort

intecest payment on tnhelr bgnas worth

tsennicaliv, the washington Pyslic Pso

~afault, But One 3F the Diggesc - % Ll 8-

A3ld ohile the coutts 8act Out w72 3 tes
Thel Cumley, @ cTeportal #4100 i

Intelligencer, says the trouble D238Nn 3

JOEL CUMLEY: fhe utilities ©

we were going to be using more and mare

he vears

ahead., They embarke2 3n 3 prag

nlants, abusing all of its critics ait
they were enemles of growth, granola eaters, one thing and

another.

from four billion to 24 bi
mismanagement, [n the meantime, the customers re

GCradually, the price of this

stanch WETA Radid
NPR Network

210y dasningtan, D.

£ the Northwest Felt ¢
and more slecteticity

ram to HSutld five agytl
h the denunciation tn0

nuclear program went

llion dollars, largely because

W ot

- .

at
al
3t

up
of

pelled against

the resulting rate increases, creating less and less need for
electricity. And fFinally, the Wall Street bond houses, which had

enthusiastically embrsced tax-

decided
they did

ptedictions have been for electri

frea municipal

that they no longer had as much faith 1n the program

pefaore,

offerings on 4hoops,

as

The result has been that four out of the five nuclear
plants are nNow essentially shut down,
terminated, two of them 1n mothballs.

two of them permanently

STAMBERGC: Any lessons in all of this as to how good

cal demand, and also how good
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the orivate sector 1s 1n ma<ing such prajections?

AUMLEY: All predictions wer2 2is3stirously afF. a8 A°f
there's any lLessan in tnis, [ suppose 1t's that you can De ~ctonj}
and you can go on to higher things. Recause the parson who w~as
out fedaral 8anneville Power Agministrator out here 1in the mi3-

1970s and predicted the shortages and pushed for the eanstruct ian
of these nuclesar plants is now tne U.5. Sescetary, of Energzy, 2020

Mosel.

STAMBERGC: There's a great worcy that if they cefaul®,
or maybe 1f this goes on as interminably as you'tre predicting it
will, there would be a very detrimental impact on tne 5ond
market. Are people fesling tnat that's true’

CUMLEY: The people that nave investad 17 472733 Dands
have seen tne value fall out of them 1n the trading ngcket the
last caunle af weaks, We have a3 fractures situatiog, wit §2

utilities “hat own shace of thess two ary holes refusing to 24t
up the money to pav far them, an? a great court “Sattle, samelimnes
resembling and Abboht and Tastello comel/, Taging all

rezion in th2 zoutts over wnelnerl tne gtilities will De faorces to
pey. Even if they are forced lejally t2 pay, the cugtamars 28"
ricis e § R A

: . k
gimsly gys» Le33 alectricity, an2 tRme uytilities «
Fr -

Lo - *
marey tC Py 2 thege sJel

TAMBERG {a %he maant.me, there's 3ls2 =7

'

3 3 B
feas~3l paiLlaus., O09%es anyone believe that that 13 Licely

CUMLEY: I dan't think the people crying for 3 Fedaral
bailout «now how deep the well is. [ think there’'s ver, Litsia
chance of tnis happening. I wauld not want t2 expect 193 5E
back in your neck of the woods paying Detween seven and
per kilowatt-hour for eleztricity, [ don't think such 3
would be willing to bail out customers out here paying b
twa and four cents per xilowatt-hour for electricity.

W w

L

STAMBERG: Yeah. Your rates are much lower, aren't
they, out there”

CUMLEY: fhey are much lower., We have a legacy »of
cheap, low-cost federal dams on the Columbia River, I suppos?,
| as a fellnw taxpaver, | should thank you for heloing put up t"e
money to pay fac them, But we've squandered that legacy naw 3N
we are into this nuclea. debaclie.

STAMBERC: But where will 1t all end? That's the
question,

CUMLEY: [ think it'll end with the biggest mynicipal
bond default in American nistory, four shutdown nuclear plants,
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"WPPSS Is Seeking Private Loans to Avoid
Mothblling No. 3 Nuclear Power Projec

eqmmirtee.

current schedule of Deceder L E, A3 dlec
mc:mealotw.nmr‘
0 suspead constructon n»‘.
of 1% of ‘2e plant's owners'
But the four tlites Soid 0% if
making acoroval milkely. Thar

tertm.
A decision

the vote,

I vt e proposal gt
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"PPSS Furloughs 1,250;
Misses M ay Interest Pavment

available,” Chemical

[f defauit 8 de
could demand payment
vond debt—which
oulion over tre ne

In New York
Inc. suspended it
finance three
inally planned hy

Moody s said yesterday

igh Chemical

mally deciare WPPS3 in default if the pay-

ment was missed. Superior Court Judge Jo

seph Coleman in King County, Washington

signed an order Friday prohibiting the bank

and bondholders fram declaring the system

in default until a tnal on the matter is held
Chemical said it is considering an appea!

Among factors being weighed by Chemical,

a bank spokesman said, .5 that the court

44

v

a new review of the bonds
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 COMPANY NEWS |
Washin g‘térinﬁéf
‘Misses a Payment

SEATTLE, May J1 — As sxpectad,
ashingtoe Public Power Supply
System edged closer o default woday
me2s on [n bends Soated 0 con-
struct twa Juciear reaciors, when it
mmssed a monthly payment. The

wer? abandoned because e
need for power had been overcsti.
mated and the plants were 100 aXDen-
sive 10 build.

But the Cheical 3ank, wrustee ‘or
the “ondhoicers, has beec liocked
from declaricg the utlity officaily o
default. Last week, the dDack #as n-
defimtely restraned Dy ibe Kaog

g.
g

cal i3 being restrained pend-
autcome of .awsuits fled by
and others in Oregon, Wash-
and Idaho to determune who is
responasibie for repayment of the cebt.
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_ Bur in Washirgron today, default
took a back seat 0 copcera gver ay-
offs of 1,300 pecple at he power 5YS-
tem’s guc'ear plart No. 3. The utlity’s
@eczuve board voted Fricay 10 soul
down the resctor for thres year De-
cause the board could not fnd 580
mullion in #nancing in the face of e
possible default

Plant No.3, lke No.l, whuch %25
mothballed a year ago because of 2
lack of financing and shrinkage o =¢
market for elecricty, is backed oy
the Bauneville Power Admimstaton,
s Federal that markets =alf
the power consumed (1 the regcn.

Peter Johnson, Bonpeville's admia-
{strator, said maney 0 repay bonds oo
the Nos. L and 3 placts, & weil as ™
No. 2, which is expected o procuce
B et wih merease rate

which will mcrease rates

,t0 raise the mooey.
" The specter of a default as sweeeD-
,ing as that by the power sysiem is’
forcing utilities, municipalities, coun-
‘tes an port districts the
state to pay igher rates when they at-
‘tempe to sell bonds. :

The latest victim was the Port of
Tacoma, which aas 00 compecton
with Tacoma Ck‘g..\a:. a ucility that

ﬁd&ﬂwnﬂwmm
to finance a contaiper ship ter.
minal instead of the 2-y=ar term that
commissiopers wanted [Instead of

m:ntcmofummcpon
will have to pay §.39 percent.
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Public Power Suppiy Syytem

and preserve’’

of its ouciear projects on [~

lack of fipanc. « -

action leaves only cosof five “ .
ouclear plants i 1ty $24 bil- T

. The power system's ‘emautive :;

" board took the action today so the 74 -

mdm-a.‘no'nu':.

nl. its (pvestmen? advis. -
&3 sald they could not float 8963 mil- -
Bow in bonds oecessary w complete

systam’s looming defa ues. -~
nulmnn!nm'nmm:
SINtruct two aow-termimated Suciear -

:
:
!
§

‘Ancther Nuclear Project

3

Lignt
of Portland, Ore., for exam-

(ﬁ’thwe_St Uﬁlity Halts /ch_'.l Jr.?:”:'gena, .ync.
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pance constuction of Unit 3, Beune

i ville would need 0 raise rates region-
i wide by 20 percemt. Thus would ilso

the $5.2 bullcn . bonds cld o far on

i Unitsi,2andl.

Altbough the power sysmiem ofS-
clally wull de w1 default oo the bend

' debdt for Umits 4 and $ ou Tuescay,
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WPPSS Heads Into Battle With 4 Utilities

Over Plan to Suspend Work on Plant No. 3 |

By Nogmay THopo®
suﬂlnwwulhu'u¢tﬂmndoumn
SEATTLE - Washington Public Power

WySmuhom'w;mnr
clash with four big utlites that oppose its
plans 1o mothball i3 No. 3 nuciear power

plant. J

WPI'SS may

£
L

It would be the ‘ourth of 'WPPSS's Jve
partally huit piants o be careled or sus
senced, {f the decision s approved by an
07 vote of the plant's owners comumitiee.
Four iveswrowned utimes, which to
gether Sold 3 30 nterest o e jlant, op
scse the construction halt, and some lave
threatened legal action (o block it
“We may never get approval,” said
Hasvorson, executive board president. “But
Wwe e guing ‘0 g0

aternative but to mothdall the
cause ‘we're not W a poscn
bonds.”

o sell

Josepa Coleman. Wasaingmon State Supe-
ror Court judg® for King Zounty, last weex
enjoined the bank rom downg so.

On Friday, Judge Coleman expanded in
bis Tuesday rullng. prolubiting the bank or
boodhoiders trom declanng WPPSS  de-
fault for mussed payments as long as a mal
tnvolving units 4 and 5 continues or nless
the tnjuncdion is litted If upteld. the order
would avert the likeithood of WPPSS falling
imo default before the end of the tnal.

But Michael Mines, 1 [awyer represent
Chemical Bank, said the bank is likeiy
the order, but it wen't decide usal
s week

The tmal before Judge Coleman concer=s
the responsibiity ‘or repaying e .35 ou-
lion f bonds ssued ‘or umts 4 1ad 5. Be

555

;cum the plasts were zasceled, many of De

88 utilites that parucipated ire contesing
their Uability :0 repay the bonds. Lol e
{ssue s resolved, mcst 150 tave refised 0

through the process that's aside today
requured. He idded that WPPSS nasn't any |and administrative expenses.
plants be- ! leave enough ‘or

maxe monthly nterest javmenls ‘0 WPFPSS,
paying instead 30 2SCTUW.
As a result, funds ;n project ccounis

Carl | bave #windled. WPPSS las said Ual ness

it receives ag infusion of cash. it wnll set
most of e remaunder for legal
That won
the nterest payment. but
cover e

because the escmow funds would

| interest Judge Coleman rued WPPSS -an!

If the owners comunittee can't agree, the | be declared i default.

dispute would probatly be submutiad 0 s

eamon, 3 'WPPSS lawyer said. "It sould bei

ar-econsuming; It's 3 ¢ mplicated pro-
cess, ' he sad.
| Separately, on Friday. a judge here pro-
hibited trustees and hoiders of donds for
| WPPSS Nos. 4 and 3 pmjects ‘rom Jecarg
 the power supply sysiem @ defauit for
mussing (nterest paymests on those bonds.
But 2 lawyer for Chemical 3ank. the bond
.mxa.mmm:lucly:oappwm

:

i

| A WPPSS spokesman said there also are
;mn&nmﬂhﬁdmm@lml;b
‘m declaration in some other court,

| But bef e his ruling, Wall Stree: was
concerued that WPPSS mught de forced 0
flie under Crapter 3 of the lederal Bank-

sankriptcies. Standard & Poor's Corp. feit

lruw:y Code, which deals with mumcipal
!me possibility was great enough that on

May 13 it suspended its ratng on 36 dillien
eit »onds ssued for WPPSS projects 1, 2 and
The uncertainty surrcunding projects 4
and 5 3as made it impossible for WPPSS to
raise additional funds to continue construc-
ton of project No. 3. On Friday, WPPSS of-

1
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Bcials said that No. 3 is about T4% om-
pleted, but :hat they have ‘nly about 131
mullion of about $1 Billion required o com-
plete it

The 2xecutdve board voted 'O slow con-
struction ‘or 20 days and 10 mawntann it at i
.level that would allow constricuon 0 e
sume. During ‘hat period it wul continue *0
search for Anancing and ~nll seex approval
from uyniines and the owmers coTuTutiee 0
mothdbaul the prejects. |

The recommendazon ‘0 suspend c<on-
struction of e piant came ‘rum he 30nIe
ville Power Admuustrazcn. the Dig leceri
power markeung igency. Bonrevile 2as 2
contrac: %0 use 2lectmciry fmm ke No. 3
slant, ind 0 regdy e plad''s onstructoa
20rds ‘mm 3onnevile power tevenus 3ut
the ‘eceral igency sad 1t cowan't provice
surds *o contnue tonstructon while awa®-
ng another dond issue.

But four invesiorowned Jtilies, Fhich
aren® representad on WPPSS s exacunve
hoard, are axpectad ' oppose the moLTtal-
g ‘wten he Nwmers TomUTultee ionsicers 1
Paciflc Power & Ligat Co. and Portiand
General Slecmc Co.. both of Pordarnd, Ore,
ea-h hold 2 107 wniterest n he plar. Puge:
Sound Power & Lignt Co., Bellame, '‘Wasn
and ‘Vasmurngzien ‘Vater Power 20 . Spekane.
Wash.. wid 3% each. WFPSS Noids e >
mainng T0%, but it spiits its vote Ml 3on-
nevile on the cwners ClomnTulles.

Al the sxecutve Hear: mestrg. WPPSS
Jtficials said WPPSS No. 2 project s IT.1%
complete and .s scheduled ‘or fUel loacng 2
September. WPPSS sull teeds abcut 5130
mullion to compiete he plant, but on Fnday |
Bonzeville repeated an early promuse to pro- |

However, Bonnevile's adminstrator, Pe
ter T. Johnson, acknowlecged that he ex-
pects Congress to examune the decision. He
said that Boaneville hasn't yet fourd 1 &rm
market for pcwer “~m the plant but that it
g. lating with several potendal users o

WPPSS canceled its projecis 4 and 3
in January 1982 because of reduced fore
casts of power demand .n the region, and =
Apri 1982 it suspended its project No. 1 ler
as long as Ove years for e same reason. i




Northwest
Utilities in -
\/Varning

Threaten Suit
To Save Plant

Special o The New Yore Tines
SEATTLE, June 7 — Private utili-

be terminated by the supply system.
Craftsmen were laid off at the
larmed piant, designated as Unit 3,
t week and the utilities’ executives
say that if new financing cannot be se-
cured (0 resume construction, they
will sue the supply system {or violat-
ing an owmershup agreement.
“We will instigate some type of
legal action, We are not sure
what form it will take.” said Robert

,U.-:u Yatol s?gcncﬂ, Jae.
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The utilities have formed a subcom-
mittee, led by Puget Power, to find
money if the iy system caanot.
““We hope we can construcuon
through loans from banks woridwide,
{ncurance companies, oil money, any-
thing we feel comfortable with,” said
Jack Vogel, spokesman for the Pacific
Light and Power Company of Port- |
land, Ore. 1

The four utilities have already put
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J The Whoops Disaster

Congress is still wrestling with the
question of whether the federal government
should make a major commitment tc
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financing the cleanup of the crippled
nuclear power plant at Three Mile Island.
But that $1 billion-plus problera could begin
to look cheap compared with the financial
mess nuclear pawgr has created for the
wlshing on ic Power Supply System.
The system, otherwise known as Whoops,
! is a consortium of public and private utilities
organized in conjunction with the Bonneville
Public Power Authority. In the early 1970s,
Whoops launched a nuclear building boom
that has gone completely bust. It began work
on five nuclear power plants, which together
were to cost something over $6 billion.
oday, over $6 billion in debt later, it is
expected to cust $17 billion more to complete
the building program. Because of the huge

cost overruns and because the anticipated
demand for power has failed to materialize,
all of the units have been canceled or put on
hold; only one facility is near completion,
and the consortium is on the verge of
defaulting on its bonds.

Rep. George V. Hansen, Idaho
Republican, wants the nation's taxpayers to
join with the BPA, Whoops and iheir
customers in fachioning a bail-out, lest

default give a bad name to utilities in

general and nuciear power in particular. We
doubt that Congress will want to rush to the
rescue. HNor should it. The interesting
question now is what position the Reagan
administration will take, given that Donald
Hodel, the Secretary of Energy, was a major
force in pushing Whoops inte its nuclear

program when he was Bonneville Power’s A

administrator.

As Shoreham future flickers, Lilco rating dinis

By II(’“ABL HANRAINAN

Stapdard and }oor's yesterday lowered Lhe credit
raling of the Long Island Lighting Co., for the
second time in two months, citing the uncertainty of
the operation of Shoreham as the reason for the
downgrading.

The Wall Street analysts also expressed concern
over the future of Shorecham, noting the lack of
visible support on the part of Gov. Cuomo for
nuclear power and the position taken by the Nuclear
Regulatory Commission two weeks ago in declaring
that it was willing to close down existing plants at
Indian Point in the absence of suitable local evacua-
tion plans for the areas surrounding the plant.

" The governor yesterday said: “Standard and
JLoor's s mterested i dollars and cents. We're

Interested in bodies and souls-then dollars and
cents. Lilco is in the business of making money
They're not In the business of saving lives.”

A Lilco spokesman said yesterday that the last
time Standard and Poor's and Moody lowered Lilco's
bond and stock ratings there was little immediate
impact on the company.

Martha Lipfert, the spokesman, sald yesterday,
however, it should be rcalm d that there is an overall
Impacl on the company's ability to raise funds and
Interest investors, w' ‘ch in thae will be reflected in
higher utility 1ates.

The latest standard and Poor’s ratlngs came in
conjunction with Lilco's attempl yesterday to market
$150 million in general revenne and refunding bonds.

The rating on the Issue was lowered to a double B
rating. When Lilco's rating was dropped in March,
the utility had entered the market to scll $75 million
in general revenue Issues and those sales went
through on schedule, said Lipfert.

On other Issues, Standard and Poor's set the rating
on Lilco's preferred stock al double B minus, down
from double B plus; the commercial paper rating
was lowered to B, from A minus three, and the first
mortgage bonds went Lo double B plus, from triple B
minus,

In releasing the ratings, Standard and Poor’s said
its action is a reflection of increased concern about
potential delay in the commercial operation of
Shoreham, which is an investment_equal to more
than half the company’s capital, Joo

G\
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wiistone Il shut for refueling

‘ WATERFORD (UPI) — The Millstone IT nu-
::;l: mw.s_ :en‘t v‘n taken out of service Frida,

a i6-weex ueling and maintenance 2
Northeast Utilities nx: Sl

Northeast said all of the fuel asserablies will be
removed from the reactor for inspection and test-
mmmwlhlamemuwofme
reactor vessel and associated components.

When fuel is reloaded into the reactor, about
o_aomrdoltbcn?fuclmobuvmum
placed with fresh assembies. said Northeast. which
9Wns and operates che atomic geserator

Nertheast said the steam generators in the
nuclear power plant also will be inspected and

repaired and the low pressure turd
overhonied pr urbine will be

-~ Millstone I, also at Waterford, and Connecticut
Yankee at Haddam

O v, e ’ it 4
477288 wrticliinvaran, ins
L :
IAEHINHEm e amanw

rront Eait

Connecticut has two other nuclear power plants

‘Feds shouldn’t bail out Whoopsw

~~NOWw comes the Washington Public Power Supply
.~System seeking a federal handout The system,
o dppropriately nicknamed Whoops, is a Pacific
*""Northwest consortium of public and cooperative
‘electric utiliies. Whoops is near default oo $2.25
billlen in bonds sold to finance five nuclear power
plants. Rep. George Hansen. R-ldaho, wants the
~{ederal treasury to coatribute $1 billion toward
asfetiring the debt. Congress should decline. Whoops
jih A regional mess: the region should clean it up.

Whoops officials rightly argue that they were pres-
., Sured into the nuciear program by the Bonneville
Power Administration, the agency that operates the
- federzal hydroelectric<dam system oo the Columbia
- River. Secretary of Energy Donald Hodel, then
~ Bonneville administrator, used his power as region-
al energy czar to push the nuclear plants. Citing
~ Inflated energy-use projectioni™Hede! warned utili-
., tes that Boaneville could not ensure future energy
delivery. The message was clear Bulld the nuclear
plants or eise. More than 80 utilities bought into the
 project Whoops officials authorized five planis.

- Calamity followed. Energy demaud dropped while

te. w. Loa P
2 2UBCACS) 0

NGTON. D £, 28829

Eait ¢
Pesa

Other
Perca

- . -

P L

Nawva o

P

- MAY 2’0 (o83
Ml 50T caP.

the project's cost rose from $4 billion to $25 billion
Two plants were canceled in the middle of con-
struction — after billions had ailready been speni. A

“third plant, two-thirds complete, has heen moth-

balled, and & decision is pending on mothballing
the fourth. The single plant not in doubt has yet o
generate a kilowalt

Hansen aiso proposes that all Bonneville ratepay-
ers share the Whoops debt through higher electri-
cal rates. Given Bonneville complicity in the fasco,
he has a good case. The burden would not be
extreme. Because of the region's cheap hydro-
pewer, Bonneville customers’ electrical rates still
would be lower than in many parts of the country

There's great irony in all this: Bonnewville’'s low-cost
hydropower goes principally to customers of public
and cooperative utilities, such as those that make
up Whoops. Bonneville and its utility customers
fought hard agaiast sharing the cheaper power
with Northwest homeowners and farmers servec

‘by investor-owped utilities. Now that Whoops has

gone sour, they're eager that U.S. taxpayers share
the misfortune. Congress should have none of L.

R
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WPPSS’ Plan for Loan Faces Uphill Battle |

As Bonneuville, Banks Question Proposal
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Latest cut ... ..

No. 3 would not eftect

at WPPSS: ~  s=mmt

What are

‘
1

Although the plant without mothballs carries
:&‘ntmol 4.9 billion, $758 million for the |
is still significant by any measure of ac-
BPA, .mmmamm&n-'
No. 3 as of i's eptire gystem cost |

that th., agency uses to
utilities and H

‘ae

cost of mothballing No. 3
1983, and §73 ion in
1984. In 1985, however, it believes the delay ac-
tually will save $89 million, said BPA spokes-

than it can sell.

Administrator Johnson said Friday the
is negotiating some short-term coutracts
— in the range of two years — with Southwest-

the agency's oweds those contracts, he
(Continued on page 5)
‘Mﬂumnomﬂqu -
So BPA adds into its estimate of savings the
costs of power that No. 3 would generate but
that the would not be abie to sell.
That's reason BPA contends the ro)oct
wan be put on hold for three years but not longer.:
Both BPA and WPPSS believe any delay of
m::nmuwﬂnew&v‘mm but
; again the figures guote are different. 5
A Bve- dalay would add $1.1 billicp to the
eost of plant WPPSS accounting, with

nmcbzm it uses to compute the
y, Britton said. An eight-year delay
cost §].9 billion.

believes it will need the power from No.
thin five years and therefore adds tie cost of
' pot having taat into its equation. But it
* says the nel loss to the entire BPA system would

i
Be

sgl

! be about $150 muilion with a five-year delay, and
Washington Public Power Supply System - A

around $400 million after eight years, said pow-
_ er supply analyst Walt Pollock.
i from beth a es are estimates.
Washi Water Power Co., which owns 5
t of No. 3 and plans to fight the mothball-

. does not yet have its own estimates on the
costs of the delay
Piedmont, WWP vice president for public
relations, said he has seen figures from outside
in the $100 million range. and "I would
that significant. "
decision to mothball No. 3 ended what
y have been one of the worst months in the
of WPPSS.

earlier, the executive board had
accept defauit on bonds for plants No.
and one of the country’'s major bond-
panies suspended ratings for bonds on
r three plants.
The Legislature refused to pass a law that
ould alow WPPSS to declare separate bank-
ruptcy on individual plants, and the rating sus-
pension remains in effect.

But gloom did not permeate Friday's meeting,
as ratepayer groups sent salvos at voard mem-
bers. who see willing to let most of their
barbs slide.

One member of the Seattle Light Brigade af-
fected the palsied movements of a senile ma-
tron. and, in hand. bemoaned the passing

a;gs

£

!

S,

i
:

of No. 3 which “never had a chance to electrify

our lives.”

Cynthia White, another Light Brigade mem-
ber. asked board members to spend some of the
$500 each receives for attending meetings to buy
an advertisement in the organization’'s publica-
tion. Other utilities have purchased such ads, she

are not returnihAg money through ' said

“We'll see if we can work it into our budget.”
said Chairman Carl Halvorson !

Carol Dobbins. Light Brigade president. later
presented Halvorsun a jar of red pingpong balls
which she said were barracuda eggs

The gift was a ribbing for Halvorson's state-
ment two weeks previously that WPPSS would
not “walk barefoot areong the barracudas’ by

spending all of its dwindling funds for Nos. 4 and .

5 on bond payments Dy s A
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WPPSS |
to decide
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First National Bank, said “there's  Front  Edit Other
'ate O' usm t deal of money available” ' Poge Page Pogo
that WPPSS won't know if n
can't borrow uniess it tries. fy BEATTILE, Eliasastidd
; Board members didn’'t speci 1
N PfOiéCt 'what kinds of uncenventional fi- | s MAY 27 1983
< S -dl * eother ™ SRt
Wi, i" EVENING - 246,630
“m b m*«m. SUNDAY — 231,05
WPPES directuss teday n-- —wand charge A pasmium
considoring & reselution to halt nu ingepest in return.
construction on Nuclear Project 3, Rebert Mcmed-putyBPA
its %_l* of the right .dmu.mor. said his agency —
B o 58 Bhect Gt — haz
But they gares- on e z
sive search for from “‘uncon- ﬁohed for money in many places

ventional"” sources to permit con-
struction of the plant, which is 76
percent complete, to resume with-
in a few months at Satsop, Grays

and has had inquimes from money
but none had substance ™

"He warmed that the Snohomish
County Public Uulny Distnict, un-

Harbor County. / to arran -term financ-
Executive-board members 5t because tionship with
the Washington Public Power Sup- PSS, got mnue by borrow-

ply System, meeting in committees
vesterday, obviously were relue-
tant to accept what o(hers offered
as simple truth — that WPPSS'
Plant 3 account is nearly broke and
that no investor will lend WPPSS*
additional money because of its
ung]e of legal and political prob-

The Bonneville Power Admuus
(rnuon emphasized those points in
a report t0o beard commiltees-
Wednesday and suggested WPPSS’
consider postponing completion of {
the plant for three years.
Johnson, BPAM '
trator, reportedly was
insist today that WPPSS mﬁuu
Plant 3.
But yesterday, some WPPSS
board members instead urged a
search for unusual sources of

mbypulm; WPPSS' nor-
mal fi ial advisers, bond coun-’
sel and underwriters, who have
said WPPSS cannot borrow now.

Louis Winnard, board member,” ‘
asked for a staff report contrasting
the cost of pnm higher umnerest
on unconventional financing with
the cost of mothbailing the plant
for several years

Another board member, CM
Berrv. retired president of Seartie-

ing $15 million on short-term no‘es
to pa for a hydropower project
e cant be in that position,”
he said. “We've got to be able to
demonstrate that it can be paid
back."
BPA has offered to continue to
cg debt service on the $1.6 billion
PSS has borroweu so far to
build Project 3, plus mothballing
oests. But BPA ean't provide the

800 milion WPPSS. needs to finish

for its 70 peresnt share of
piant. Ratchife sad.

Four Northwest private utilities
own the remaming 3 percent
They have warmed that mothball
ing Plant 3 would be a breach of
contract and have hinted they will
sue if work is haited

WPPSS' new mana disec
wr, Don Mazur, Smie M
ordered the drafting of a resolu#ion
to take the first formal step to
shuiting down Plant 3 If
money 8 found within two .
WPPSS still could resume con-

struction and complete the pmjbct ,
b on schedule, b= said.

Plant 3 has established nuclear
industry record.. Scheduled for
compietion in 1986, it is about
seven months ahead of schedule
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Whoops!
Congress cught to put up the
“no ballout” sign for the Wash-
ington Public Power Supply
System, the Northwest utllity
that is on th2 financial rocks.
The troubled utility has
been nicknamed “Whoops” and

a better name could hardly be
found.

To be truthful, the trouble
followed some bad federal ad-
vice along the way. The Bonne-
ville Power Administration,
created by the U.S. government
in 1937 to market electricity
from federal dams along the
Columbia River, urged local
-utilities to undertake the nu-
_clear power development plan

« that has fallen on its face.
But that doesn’t excuse the
poor planning and misman-
agement on the local level. One
Seattle financial analyst was
- quoted the other day as laying

the problems to “ambition,
. politics and no business sense”
. by persons connected with the
. project. :

Five power plants
were sup be bullt. Two
have been canceled, two are
under construction and the
fifth is close to compietion but
hasn’t become operative.

The plants were supposed to

i el
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cost $4 billion but the estimate
has soared to $23 billion. The
demand for electricity In the
Pacific Northwest that the
planners saw 10 years ago has
not developed.

The upshot is that the con-
sortium of public and private
electric utilities that joined in
the project are threatening to
default on the municipal bonds
that have been sold to finance
it.

Now comes Rep. George
Hansen, R-Idaho, with a plan
for the federal government to
ball out the bondholders and
utility customers who seem
‘{,.'{f}’ to get stuck with soaring

Why should American tax-
payers rescue bondholders who
bought the municipal bonds in
the first place largely because
the earnings from them are ex-
empt from federal taxes?

Why should American tax-
payers bail out utilities and
utility customers who let politi-
cians and managers from their
area lead them down a garden
path?

Hansen is asking U.S. tax-
payers to pay for a regional
folly and Congress ought to say
no.
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