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UNITED STATES

NUCLEAR REGULATORY COMMISSICI

WASHINGTON. D. C. 20555

Docket No. 50-390

This Indemnity Agreement No. B-88

I

Ihdemnity Agreement No. B- 88

is entered into by and between

Tennessee Valley Authority

(hereinafter referred to as the "licensee") and the 
United States Nuclear

(egulatory CohrisSiof (hereinafter referred to as the "Commission") pursuant

to subsection 170c of the Atomic 
vnergy Act of 1954, as amended (herein-

after referred to as "the Act").

ARTI CE Iq

As used in this agreement:

1. "Nuclear reactor," "byproduct 
material,"

material," and "special nuclear 
material" shall

given them in the Atomic Energy 
Act of 1954, as

regulations issued by the 
Commission.

"person," "source

have the meanings

amended, and the

2. Except where otherwise specifically 
provided, "amount of finan-

cial protection" means the amount specified in Item 
2a and b, of the

Attachment annexed hereto, 
as modified by paragraph 

8, Article II,

with respect to common occurrences.

3.(a) "Nuclear incident" means any 
occurrence, including an extra-

ordinary nuclear occurrence, 
or series of occurrences at the location

or in the course of transportation 
causing bodily injury, sickness,

disease, or death, or loss of or damage to property, or loss of use

of property, arising out of or resulting from the radioactive, 
toxic,

explosive, or other hazardous 
properties of the radioactive material.

* (b) Any

or series
death, or

occurrence, including an extraordinary 
nuclear occurrence,

of occurrences causing bodily 
injury, sickness, disease, or

loss of or damage to property, 
or loss of use of property,
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arising out of or resulting from the radioactive, toxic, explosive,

or other hazardous properties of

i. The radioactive material discharged or dispersed from

the location over a period of days, weeks, months or longer,

and also arising out of such properties of other material

defined as "the radioactive material" in any other agreement

or agreements entered into by the Commission under subsection

170c or k of the Act and so discharged or dispersed from "the

location" as defined in any such other agreement, or

ii. The radioactive material in the course of transportation

and also arising out of such properties of other material

defined in any other agreement entered into by the Commission

pursuant to subsection 170c or k of the Act as "the radio-

active material" and which is in the course of transportation

shall be deemed to be a common occurrence. A common occurrence shall

be deemed to constitute a single nuclear incident.

4. "Extraordinary nuclear occurrence" means an event which 
the

Commission has determined to be an extraordinary nuclear occur-

rence as defined in the Atomic Energy Act of 1954, as amended.

5. "In the course of transportation" means in the course of rranspor-

tation within the United States, or in the course of transportation

outside the United States and any other nation, including handling or

temporary storage incidental thereto, of the radioactive material 
to

the location or from the location provided that:

(a) With respect to transportation of the radioactive material

to the location, such transportation is not by predetermination to

be interrupted by the removal of the material from the transporting

conveyance for any purpose other than the continuation of such 
trans-

portation to the location or temporary storage incidental thereto;

(b) The transportation of the radioactive material from the 
loca-

tion shall be deemed to end when the radioactive material is removed

from the transporting conveyance for any purpose other than 
the con-

tinuance of transportation or temporary storage incidental thereto;

(c) "In the course of transportation" as used in this agreement

shall not include transportation of the radioactive material to the
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location if the material is also "in the course of transportation"

from any other "location" as defined in any 
other agreement entered

into by the Commission pursuant to subsection 170c or k of the Act.

6. "Person indemnified" means the licensee and any other person

who may be liable for public liability.

7. "Public liability" means any legal liability arising out of or

resulting from a nuclear incident, except (1) claims under State- or

Federal Worken's Compensation Acts of employees 
of persons indeni-

fied who are employed (a) at the location 
or, if the nuclear incident

occurs in the course of zransnortation of the radioactive material,

on the transporting vehicle, and (b) in connection with the lcensee's

possession, use or :ransfer of the radioacti-e material; (2) clai-s

arising out of an act of war; and (3) ciaims for loss of, or damage

to, or loss of use of (a) pronert-y which is located at the location

and used in connection witfl the licensee's possession, use, or trans-

fer of the radioactive material, and (b) 
if the nuclear incident

occurs in the course of :.ransportation of 
the radioactive materia,

the transporting vehicle, containers used in such transportation,

and the radioactive material.

8. "The location" means the location described in Item 4 of the

Attachment hereto.

9. "The radioactive material" means source, 
special nuclear, and

byproduct material which (1) is used or to 
be used in, or is-ir-

radiated or to be irradiated by, the nuclear reactor or reactors

subject to the license or licenses designated 
in the Atzachment.

hereto, or (2) which is produced as the result of operation of said

reactor(s).

10. "United States" when used in a geographical sense 
includes all

Territories and possessions of the United States, the Canal Zone and

Puerto Rico.

ARTICLE II

1. At all times during the term of the license 
or licenses desig-

nated in Item 3 of the Attac!-en t hereto, the licensee will maintaln

financial protection in the a-ount specified in Item 2 of the Attach-

ment and in the form of the nuclear energy liability insurance 
policy
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designated in the Artachment. If more than one license is designated

in Item 3 of the Attachment, the licensee 
agrees to nainta.n such

financial protection until 
the end of the term of 

that license which

will be the last to expire. The licensee shall, notwithstanding 
the

expiration, termination, 
modification, amendment, suspension or revo-

cation of any license or 
licenses designated in Item 3. of the Attazh-

ment, maintain such financial 
protection in effect until all the- radio-

a-ctve material has been 
remved fro- the location 

and zranspozzation

of the radioactive =aterial 
from the location has ended 

as defined in

subparagraph 5(b), Article 
I, or until the C5--i551o0 auhorizes. *;ne

termination ox the odific-ation of such financial proaeczion The

Commission will not unreasonably withhold such authorization-

2. In the ever.n: of any pan-en: by :he ins-Urer or insure-s un.er a

policy or policies spec-:i-edi I-er - of the Atanzen he- which

reduces the aggrega e lii-l of such ?o°i'y or polalcies bel'ow the amount

of f"nanfcial protect-ofl, the licensee vi11 pro-pzly aFply ro- hs ins--ers

for reinstatement of the amount speci-iec in Ite- 2a ^f -tne A-ac-hent

(without re erene to 7b- - 2) and will make all reaso-nabe

efrOrts to oDtain such re-nsae. 
-he eve at-he lensee ha

not obLained reanstatenze. 
of such a-ount within ,inety days after the

date of such reduction, 
and. ;n the- absence of good -ause 5owOw- -o Ztn£

contrary, the Co--ission may assue an- orce. reou-ring 
zhea I cezaE tZ

furnish financial protection for such amount in another 
forn-

5. Any obligations of the licensee Un-er Subse-tion 
53e(S) oI the

Act 'G indetnify the United States 
and. the Co=I-ssacn ,r-- - blc

liability, together with any public liability satisfaed by the in-

surers under the policy 
or policies 6esignated 

in -he Atta:-t=enr

hereto, shall not in the aggregate exceec 
zhe at-unt 01

prste-tion with respect to 
any nu-clear i-ncicent, jnclucd g the reason-

able :osts of investigattng 
and sett:ing cla:fms and defending 

su:t-s

for damage-

.4- With respect to any extraordanary 
nu-lear o:-u--rence zo which Lh-s

agreement applies, the C-..-ssn, a..d the l:censee -r behali 
of Itself

and other pErsons indEmniffl-d, n-sofar as their interEsrs appear, ea-fh

agree to waive

(a) any issue or deiense as to the conduct of the c;aimanL or

,ault of persons inde-nlnied, _ncludng, but not )-itd to

B



(1) negligence;

(2) contributory negligence;

(3) assumption of the risk;

(4) unforseeable intervening causes, 
whether involving

the conduct of a third person or an act of God. 
-

As used herein) "conduct of the claimant" includes conduct of persons

through whom the claimant derives his 
cause of action;

(b) any issue or defense as to charitable 
or govelnmental

inurnity;

(c) any issue or defense based on any statute of limitations if

suit is instituted within three years 
from the date on which the

claimant first knew, or reasonably could 
have known, of his injury or

damage and the cause thereof, but in 
no event more than 20 years after

the date of the nuclear incident.

The waiver of any such issue or defense shall be effective 
regardless

of whether such issue or defense may otherwise be deemed jurisdictional

or relating to an element in the cause 
of action. The waivers shall

be judicially enforceable in accordance 
with their terms by the

claimant against the person indemnified.

5. The waivers set forth in paragraph 4 of this Article:

(a) shall not preclude a defense based upon a failure to take

reasonable steps to mitigate damages;

(b) shall not apply to injury or damage to a claimant or to a

.claimant's property which is intentionally sustained by the claimant

or which results from a nuclear incident intentionally and wrong-

fully caused by the claimant;-

(c) shall not apply to injury to a claimant who is employed at

the site of and in connection with the activity where the extra-

ordinary nuclear, occurrence takes place if benefits therefor are

either pavaDle or required to be provided under any worien's co=-

pensation or occupational disease law: Provided, however, That with

respect to an extraordinary nuclear 
occurrence occurring at the

facility, a claimant who is employed at the facility in connection
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with the construction of 
a nuclear reactor with 

respect to which

no operating license has 
been issued by the Atomic 

Energy Commission

shall not be considered as employed in connection with the 
activity

where the extraordinary 
nuclear occurrence takes 

place if:

(1) the claimant is employed exclusively 
in connection

with the construction of a nuclear reactor, including all

related equipment and installations 
at the facility, and

(2) no operating license has 
been issued by the NRC 

with

respect to the nuclear reactor, and

(3) the cla imant Hs not employed in connection with the

possession, storage, use 
or transfer of nuclear 

material

at the facility.

(d) shall not apply to any claim for 
punitive or exemplary

damages, provided, with respect to any. claim for.wrongul death

under any State law whichn Drovides for damages only punitive 
in

nature, this exclusion does not apply to the extent that the

claimant has s-ustained 
actual damages, measured 

by the pecuniary

injuries resulting from 
such death but not to exceed the maximum

amount otherwise recoverable 
under such law;

(e) shall be effective only 
with respect to those obligations

set forth in this agreement;

(f) shall not apply to, or prejudice the prosecution or defense

ot, any claim or portion of claim which is not within the pro-

tection afforded under (1) the limit of liability provisions under

subsection 170e of the Atomic Energy Act of 1954, as amended, and

'(2) the terms of this agreement and the terms of the nuclear energy

liability insurance policy or policies designated in the attachment

hereto.

6. The obligarions of the licensee under this agreement shall

apply only with respect 
to nuclear incidents 

occurring during the

term of this agreement.

7. Upon the expiration or 
revocation of any license 

designated

in Item 3 of the Attacrzent, the Ccmzission will enter 
into an

appropriate ame.-.cmenr of this agreement with the Iicensee reducing

the amount of financial protection required under this Article;

provided, that the licensee is the.n entitled to a reduction in the

amount o: fi.anccial protection under applicable Cormission 
egulations

and orders.
.B
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8. With respect to any common occurrence:

(a) If the sum of the limit of liability of any Nuclear Energy

Liability Property Insurance Association policy designated 
in Item 5 of the

Attachment and the limits of liability of all other nuclear energy

liability insurance policies (facility form) applicable to such

cotmon occurrence and issued by Nuclear Energy Liability Property

Insurance Association exceeds $124,000-,000, the amount of financial

protection specified in Item 2a and b of the Attachment shall be deemed

to be reduced by that proportion of the difference between 
said sum

and $124,000j000 as the limit of liability of the Nuclear Energy

Liability Property Insurance Association policy designated 
in Item 5

of the Attachment bears to the sum of the limits of liability of all

nuclear energy liability insurance policies (facility form) applicable

to such common occurrence and issued by Nuclear Energy Liability

Property Insurance Association.

(b) If the sum of the limit of liability of any Mutual Atomic

Energy Liability Underwriters policy designated in Item 
5 of the

Attachment and the limits of liability of all other 
nuclear energy

liability insurance policies (Uacility form) applicable to such

common occurrence and issued by Mutual Atomic Energy Liability

Underwriters exceeds $36,000,000, the amount of financial protection

specified in Item 2a and b of the Attachment shall be deemed 
to be

reduced by that proportion of the difference between said sum and

$36,000,000 as the limit of liability of the Mutual Atomic Energy

Liability Underwriters policy designated in Item 5 of the Attachment

bears to the sum of the limits of liability of all nuclear energy

liability insurance policies (facility form) applicable to such

common occurrence and issued by Mutual Atomic Energy Liability

Underwriters;

(c) If any of the other applicable agreements is with a person

who has furnished financial protection in aform other than a nuclear

energy liability insurance policy (facility form) issued by Nuclear

Energy Liability Property Insurance Association or Mutual Atomic Energy

Liability Underwriters, and if also the sum of the amount of finan-

cial protection established under this agreement and the amounts of

-inancial protection established under all other applicable agreements

exceeds an amount equal to the sum of $160,000,000 and the amount

available as secondary financial protection, the obligations of the

licensee shall not exceed a greater proportion of an amount 
equal to the

sum of $160,000,000 and the amount available as secondary financial

protection than the amount of financial protection established under

this agreement bears to the sum of such amount and the amounts of

Zinancial protection established under all other applicable 
agreements.
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(d) As used in this paragraph 8, Article 
II, and in Article III,

"other applicable agreements" means 
each other agreement entered into

by the Commission pursuant to subsection 170c of the Act in which

agreement the nuclear incident is defined as a "com-on occurrence."

As used in this paragraph 8, Article II, "the obligations of the

licensee" means the obligations 
of the licensee under subsection

53e(S) of the Act to indemnify the United 
States and the Commission

from public liability, together 
with any public liability satisfied

by the insurers under the policy 
or policies designated in the

Attachment, and the reasonable costs of investigating 
and settling

claims and defending suits for damage.

9. The obligations of the licensee 
under this Article shall not 

be

affected by any failure or 
default on the part of the Commission or

the Government of the United States to fulfill any or all of its

obligations under this agreement. 
Bankruptcy or insolvency of 

any

person indem-anified other than 
the licensee, or the estate of any

person indemnified other than 
the licensee, shall not relieve the

licensee of any.of his obligations 
hereunder.

ARTICLE III

1. The Commission undertakes 
and agrees to indemnify and hold

harmless the licensee and other persons 
indemnified, as their

interest may appear, from public liability.

2. With respect to damage caused 
by a nuclear incident to property

of any person legally liable 
for the nuclear incident, the Co-mission

agrees to pay to such person 
those sums which such person 

would have

been obligated to pay if such property had belonged to another;

provided, that the obligation of the Commission under this paragraph 2

does not apply with respect 
to:

(a) Property which is located 
at the location described 

in Item 4

of the Attachment or at the location 
described in Item 3 of the

declarations attached to any nuclear energy liability insurance

policy designated in Item 5 of the Attachment;

(b) Property damage due to the neglect of the person indemnified

to use all reasonable means 
to save and preserve the property after

knowledge of a nuclear incident;

(c) If the nuclear incident occurs in the course of transportation

of the radioactive material, 
the transporting vehicles 

and containers

used in such transportation;

(d) The radioactive material. B
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3. The Com-mission agrees to indemnify and hold harmless the licensee

and other persons indemnified as their interest may appear, from the

reasonable costs of investigating, settling and defending claims for

public liability.

4.(a) The obligations of the Commission under this agreement shall

apply only with respect to such public liability, such damage to

property of persons legally liable for the nuclear incident (other

than such property described in the proviso to paragraph 2 of this

Article), and such reasonable costs described in paragraph 3 of this

Article as in the aggregate exceed the amount of financial protection.

Ib) With respect to a common occurrence, the obligations of the

Comnission under this agreement shall apply only with respect to

such public liability, such damage to property of persons legally

liable for the nuclear incident (other than such property described

in the proviso to paragraph 2 of this Article), and to such reason-

able costs described in paragraph 3 of this Article, as in the

aggregate exceed whichever the following is lower: (1) The

sum of the amounts of financial protection established under this

agreement and all other applicable agreements; or (2) an amount equal

to the sum of $160,000,000 and the mount available as seconGary

financial protection.

5. The obligations of the Commission under this agreement shall

apply only with respect to nuclear incidents occurring during the

term of this agreement.

6. The obligations of the Commission under this and all other

agreements and contracts to which the Commission is a party shall

not, with respect to any nuclear incident, in the aggregate exceed

whichever of the following is the lowest: (a) $500,000,000; (b)

$560,000,000 less the amount of financial protection required under

this agreement; or (c) with respect to a common occurrence,

$560,000,000 less the sum of the amount of financial Drotection

established under this agreement and all other applicable agreements.

7. The obligations of the Commission under this agreement, except

to the licensee for damage to property of the licensee, shall not be

affected by any failure on the-part of the licensee to fulfill its

obligations under this agreement. Bankruptcy or insolvency of the

licensee or any other person indemnified or of the estate of the

licensee or any other person indemnified shall not relieve the

Commission of any of its obligations hereunder.
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ARTICLE IV

1. When the ComNBission deter='nes that- the United States will

probably be required to make. indein iy. payments under the. provisions.

of this agreement, the Com-ission ahall have the right- to. collaborate.

with the licensee and. other perso.s. indeinnified. in. the settle=e3- and.

defense of any claim and shall. have. the. right- (a) to. require- the. prior

~approval of the Cosmision for. the settlement or 
payent. of. any, claim

or action asserted against the 
licensee or. other person.irne--f 

ied

for public liability or damage- 
to. property of persons. legally- liable

for the nuclear i3nident which. 
cla or aC-ion. the. licensee. or- :ne.

Co=ission may be required. -to inde-iy 
under this. agreemen; and.

(b) to appear through -he torney General of the United. States. on.

behalf of the licensee or-o-her 
rersn -i-.-emnified, -ake chage. of

such action and settle- or. de-end any such action. - If e.se:l.ent

or defense of any such action or claim is undertak'en by.- he Co--ission,

the licensee shall 'urnish all. reasonaDle assistance in effecting a

settlement or asserting a defense.

2. Neither this agreement nor any interest therein nor- claim.

thereunder may be assigned or transferred without the approval of

the Com2s sion.

ARTICLE V

The parties agree that they. will..enter into appropriate a eZ"ens. o'.this

agreement to the extent that such aze,,ments are required pursuazt- o- he

Atomic Energy Act of 1954, as amended, or licenses, regulations or orders

of the Co-ission.

ARTICLE VI

The licensee agrees to pay to.the Commission.such 
fees as are. established

by the Commission pursuant 
to regulations or orders of the Co-ission.

ARTICLE VII

The tern of this agreement shall co-mence. as of the date amd tie. speci ied

in Item 6 of the. Artachtent- and shall te=-nnatCe at. the ti-e. of. expiration of

that license specified in Item 3 of the Aztachment,. which is. the- las: to exnire;

provided that, except as may otherwise 
be provided in applicable 

regulanions

or orders o- the Ccmiss.on, 
the ter-. of th s agreenent shall nor.- t 

-..ae

until all the radioactive Mater-al ;.as 
been re=ovec.-ro=._he loca-ion 

and

transportation o -the rai-:oacive naterial. f onthe location has enced as

defined in subraragraph 5(b), Article I. Termination of the term 0: -thS

agreement shall not arfect any obligation of the licensee or any obligation

Ot the Coz--ssion under this 
agr-eer- Jith respect to any nuclear incident

occumring during the term of this agreement.
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ARTICLE VIII

1. If the licensee fails to pay assessed deferred premiums, the
Commission reserves the right to pay those premiums on behalf
of the licensee and to recover the amount of such premiums
from the licensee.

2. The Commission shall require the immediate submission of
-- financial statements by those licensees who indicate, after an

: - assessment of the retrospective premium by the insurance
- pools, that they will not pay the assessment. Such financial

statements shall include, as a minimum, exhibits indicating
internally generated funds from operations and accumulated
retained earnings. Subsequent submission of financial statements
by such licensees may be requested by the Commission, as required.

3. If premiums are paid by the Commission as provided in paragraph
1, payment by the Commission shall create a lien in the amount
paid in favor of the United States upon all property and
rights to property, whether real or personal, belonging to
such licensee. The lien shall arise at the time payment is
made by the Commission and shall continue until the liability
for the amount (or a judgment against the licensee arising out
of such liability) is satisfied or becomes unenforceable. The
Commission will issue a certificate of release of any such
lien if it finds that the liability for the amount has been
fully satisfied or has become legally uneforceable.

4. If the Comnission determines that the licensee is financially
able to reimburse the Commission for a deferred premium payment
made in its behalf, and the licensee, after notice of such
determination by the Commission fails to make such reimbursement
within 120 days, the Commission.'4ll take appropriate steps to
suspend the license for 30 days. 'The Commission may take any
further action as necessary if reimbursement is not made
within the 30-day suspension period including, but not limited
to, termination of the operating license.
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Item 1 - Licensee

'Address

'Tennessee Valley Authority

500A Chestnut Street Tower II
Chattanooga, Tennessee 37401

Item 2 - Amount of-Financial Protection

a. $1,000,,000

b. With respect'to any nuclear incident, the amount specified
in Item 2a of this Attachment shall be 'deemed to be (i)
reduced to the extent that any payment made by the insurer
or insurers under a policy or policies specified in Item
5-of this Attachment reduces the aggregate amount of such
insurance policies below the amount specified in Item 2a
and (ii) restored to the extent that, following such
reduction, the aggregate amount of such insurance policies
is reinstated.

Item 3.- License number or numbers

SNM-1861

Item 4 - Location

All of the premises including the land and all buildings and
structures known as the Watts Bar Nuclear Plant, including but
-not limited to the Unifts' 1 and 2/-./uclear reactors.-,) The Watts
"Bar Nuclear Plant is."ocated in,'Rhea County, Tenn`essee on the

/ West Bank of the Ten ssee Ryer at Tennesse -River Mile 528.

Iterh8 - Insurance Policj>'No(s). 7 -

CURFACU01 t:URNA~............................ ..................... .. -,............*............. .............. .. .. .. ................. ............. .. ;.................i....

--- M348 (9.7 .. . . .. .. .. A; .

- - - - ____ __ - ____ ____ - - - - - -
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Item 6 -

Nuclear Energy Liability Policy (Facility Form) No.NF-256'
issued by the Nuclear Energy Liability- Property Insurance
Association.

The indemnity agreement designated above, of which
this Attachment is a part, is effective as of 12:01 a.m., on
the 5th day of September, 1979.

FOR THE.UNITED STATES NUCLEAR REGULATORY COMMISSION

Jerome Saltzman, Chief
Antitrust & Indemnity' Group
Office of Nuclear Reactor Regulation.

FOR TENNESSEE VALLEY AUTHORITY

Dated at Bethesda, Maryland,
The 5th day of September, 1979.
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