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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»

-
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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
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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
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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
Other 1
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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
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jes, have lost more construction
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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 mar