
April 24, 2006

Mr. Robert Tilford
311 West Beech Avenue
McCracken, KS 67556

Dear Mr. Tilford:

I am responding to your letter of February 3, 2006, to Chairman Nils J. Diaz.  Your letter
indicated a concern about adequate insurance to cover issues that might arise in connection
with nuclear operations.  I will explain below how Congress has provided that there be available
adequate funds to compensate members of the public for harm to person or property that they
may suffer in the unlikely event of a serious nuclear accident.  

The Price-Anderson Act, originally passed by Congress in 1957 and most recently extended in
2005, requires utilities operating large commercial nuclear power reactors to provide financial
protection, in an amount equal to the maximum amount of insurance available from the
commercial insurance market.  That insurance, currently $300 million, is provided by American
Nuclear Insurers (ANI), an insurance pool comprising commercial liability and property
insurance companies.  The amount of money made available by ANI and purchased by utility
operators of power reactors is considered the “primary” insurance layer comprising the Price-
Anderson system.  The “limit” simply reflects the total amount of liability that the member
insurance companies are willing to insure.  

The Price-Anderson system provides a “secondary” insurance layer.  Under this financial layer,
each utility operating a large power reactor is responsible for up to $95.8 million as a 
“retrospective” premium which is to be made available on a per reactor per incident basis. This
layer has increased over the years and is adjusted for inflation at least every 5 years.  This
secondary layer becomes available in the event that an incident at a reactor exceeds the $300
million primary limit.  Both primary and secondary insurance are available for any reactor
incident that occurs anywhere in the United States.  Therefore, with 103 operating commercial
reactors, there is a total of over $11 billion to pay claims arising from a reactor incident.  It
should be noted, however, that no more than $15 million is due from each licensee per reactor
in any one year to pay claims.  This is to ensure that a utility would have the ability to pay its
share of the secondary insurance.  Should a reactor incident exceed the amount of funds
available under the Price-Anderson system, Congress has provided a process and has
expressly committed in the Price Anderson Act “to provide full and prompt compensation to the
public for all public liability claims resulting from a disaster of such magnitude”.  
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Your letter also noted uncertainties with respect to the technical and financial aspects of
decommissioning.  NRC has regulations both for the technical requirements, §50.82
(Termination of license), and Subpart E of Part 20 (Radiological Criteria for license termination) 
and for financial aspects §50.75, Reporting and recordkeeping for decommissioning planning.  
The accumulation of funds for decommissioning and the estimated cost of decommissioning
are periodically reviewed to provide reasonable assurance that sufficient funds will be available. 
A licensee is responsible for completing decommissioning before a license is terminated. 

I hope we have addressed the concerns you raised in your letters to Chairman Diaz and to
Senator Roberts. 

Sincerely,

/RA/

Luis A. Reyes
Executive Director 
  for Operations

cc: Senator Pat Roberts
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