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NUCLEAR REGULATORY COMMISSION
[10 CFR Part 140]

FINANCIAL PROTECTION REQUIREMENTS AMND
INDEMMITY AGREEMENTS

Miscellaneous Amendments

AGEMCY:. U. S. Nuclear Regulatory Commission

ACTION:  Proposed rule

SUMMARY: The Nuclear Regulatory Commission is considering amending its

regu]étidns relating to the financial protection and indemnity that it

requires of its licensees to implement legislation that modified and

extended for ten years (to August 1, 1987) the present Price-Anderson

" legislation.

DATES: Public comments on this»nbtice must be submitted on or

before June 5, 1979 Written comments should be submitted

to the Secretary of the Commission, U. S. NMuclear Regulatory Commission,

Washington, D.C. 20555, Attention: Docketing and Service Branch.

FOR FURTHER INFORMATION COMTACT:

Mr. Ira Dinjtz, Office of Nuc]éar Reactor Regulation, U.S. Nuclear

Regulatory Commission, Washington, D.C. 20555, phone 301—492—8336.




SUPPLEMENTARY INFORMATION: In order to complete implementation of

certain provisions of Public Law 94-197, legislation enacted on December 31,
1975 which modified and e%tended to August 1, 1987 the Price-Anderson

Act (P.L.'85—256), the Nuc]eér Regulatory Commission must codify'in 10

CFR Part 140, a sténdafd master_po?icy form whiéh the Commission determfnes
td be adequate proof that a licensee is maintaining the necessary secondary
financial protection required by the Commission pursuant to subsection
.170b. of the'Atbmic Energy Act of 1954, as amended. This standard master
policy form was submitted by the Nuclear Energy Liabiiity—Property‘
Insurance Association (anvadditional policy identical to the pub]ishéd-
policy except that it contains supplemental money amounts has been

submitted by the Mutual Atomic Energy Liability Underwriters but will

not be published separateWy; The proposed rule, however; applies to

both pgTicies.)

Subsection 170b. establishes a mechanism -- payment of a retrospective
premium -- whereby the utility industry would share 1iability for any
damages exceéding the maximum 1iability insurance avéi1ab1e from private
sources, currently $160 million, that might result from a nuclear

incident. In the event of é nucdear incident causing damages. exceeding -
S160'mi11ion, each licensee of a commercial reactor rated at 100 electrical
megawatts or more would be assessed a prorated share of damages . of up to

‘the statutory maximum of $5 million per reactor per incident.
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Since August 1, ]977‘the Commission has utilized a binder fufnished by
these two insurance pools as evidence of secondary financial protection.
The use of the binder was‘nécessary beéause the pools were not prepared

| to put the mastér po!icy in Tinal form. The binder is being used in the
jnterim. The binder is almost identﬁca] to the standard master policy
form and in the staff's view meets all the requiréments for implementation
of P. L. 94-197. The pob]s have informed the staff that drafts of the
-master policy have been commented on by their utility ;]ients and other
'organiiations and all comments made by these organizations have been
accommodatéd. The proposed rule making is to solicit public comments on

- the policy.

Both the master secondary financial protection policy and the accompanying‘
certificate of insurance, which names.the utility insureds;'estabTish
the termé and conditions underbwhich thevinsureds'are responsible for
the payment of the retrospettive premium and, in addition, establish fhe
liability of the insurénce poois for the nonfpayment of the premiums

in the event of default by the insureds. The'secondary financial
policy establishes the conditions under which the retrospectfvé insurancé_‘j
premium becomes payable and contains_additiona] terms and conditions for
_(1) establishing, as previou;ly mentioned, the total contingent 1iabi1jty
of the insuring companies in the event.of retrospective premium defaults;
(2) establishing the requireménts with which the insureds must compiy in

notifying the insuring companies of a nuclear incident; (3) establishing




the rights of recovery by the insuring companies for any policy and (4).

cancellation conditions for both the insuring companies and insureds..

Although the cost of investigating and settling liability claims and

defending suits for damage is retained as a part of financial protection,

(i.e., nuclear 1iébi1ity insurance), the proposed rule modifies certain
sections of 10 CFR Part 140 in confbrmance with‘Public Law 94-197 to
“exclude these costs from government indemnity. The master secondary
financial protection policy includes the same treatment of these cosfs.
Finally, since the amendments to Part 140 merely imﬁiement a statute,

good cause exists for omitting a value/impact analysis.

Pursuant to the Atomic Energy Act of 1954, aé amended, the Energy
Reorganization Act of 1974, as amended, and sections 552 and 553 of
Title 5 of the Unitad States Code, the following amendments to Title 10,
Chapter I, ﬁart 140, Code of Federal Regulations, are published as a

document subject to codification.

1..' Section 140.92, Appendix B, Article II, paragraph 8(d), is amended

to read as follows:

(d)‘As used in thié paragraph 8., Article II, and in Article
III, "other applicable agrzements” means each other agreement
entered into by the Commission pursuant to subsection 170c. of
the Act in which agreement the huc]eaf incident is defined as
a "common occurrence." As used in this paragraph 8., Article

IT, "the obiigations of tha licenseze” means the obligations of




the Ticensee under subsection 53e(8) of the Act to indemnify
the.United‘States’and the Cbmmission from public liability,
together with any public liability satisfied by the‘jnsurers
uqder the policy or po]icies_desigﬁated in theAAttachment, and
_the reasonable costs incurred by the insurers in investigating

| “and settling claims and defending suits for damage.

Section 140.92, Appendix B, Article III, paragraph 3, is deleted.

Section 140.92, Appendix B, Article III, paragraph 4(a), is amended
'by deleting the phrase "and such reasonable costs described in

paragraph 3 of this Article".

Section ]40.92; Appendix B, Article III; paragraph 4(b), is amended
by deleting the phrase "and to such reasonable costs described in

parag?aph 3 of this Article".

Section 140.92,‘Appendix B, Article 1V, paragraph 1., is revised to

read as follows:

1. When the Commission determines that the United States will
: pfobab]y be required to make indemnity payments under the

provisions of this égreement,‘the Commission shall have the




right to collaborate with the licensee and other persons
indemnified in the settlement and defense of any claim (pfovided
that no government {ndemnity that would otherwise be avaiiab]e_
to pay public Tiability claims is used for these purposes) and
shall have the right (a) to require the prior approval of the

Commission for the settlement or payment of any claim or

action asserted against the licensee or other person indemnified

for public TiabiTity or damage to property of persons legally
liable for the nuclear incident which claim or action the
»iicensee or the Commission may be required to indemnify under
this agreement;. and (b} to appear.throﬁgh the Attorney General
of the United States on behalf of the licensee or other person
indemnified, take charge of such action and settle or defend
any such action. If the settlement or defense of any such
action or claim is undertaken by the.Commission, the licensee .
shé]] furnish all reasonable assistance in effecting a settie-

ment or asserting a defense.
Section 140.93, Appendix C, Article I1I, paragraph 3 is deletad.
Section=140.93,prpehdix C, Article 111, paragraph 4(a), is amended

by deleting the phrase "and such reasonable costs described in

paragraph 3 of this Article”.




Section 140.93, Appendix C, Akti¢1e II1, paragraph 4(b), is amended
by deleting "and to such reasonable costs described in paragraph 3.

of this Article". .

‘Section 140.93, Appendixbc,'Artic1e IV, paragraph 1, is revised to

read as foljows:

1. Uhen the Commission!determines that the United States will.
‘probably beirequfred'to make indemnity payménts under the
provisions of this agfeement, the Commission shall have the
right to co]Taborate with the lfcensee ahd.other persons
indemnified in the settlement and defense of any claim (pro¥
vided that no government indemnity that would otherwises be
‘avaiWabTe to pay publfc 1iability claims is used for these

;._purposes) and shall have the right (a) to requife the prior
approval of the Commission for the sett]ément or payment’of
any clai% or‘actioh'asserted against,the’]itenseevor other
person indemnified for public liability or damage to property
of persons legally liable for the nuclear incidenf which.;}aim

or action the licensee or the Commission may be required to

indemnify under this agreement; and (b)_td‘appeaf through the

Attorney General of the United States on'beha1f of the licensee
or other person indemnified, take charge of such action and

settle dr defend any such action. If the settlement or defense
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12.

of any such action or claim is undertaken by the Commission,

the licensee shall furnish all reasonable assistance in effecting

a settlement or asserting a defense.

Section 140.94, Appendix D, Article I, paragraph 6, is amended by

deleting:

”During the period 12:01 a.m.,.... to 12:01 a.m., September 6,
1961, inclusive: 'Pub]ﬁc-liabi]ity‘ means any legal Tiability
arising. out of or resulting from a nuclear incident, except (1)
claims under étate or Federal Workmen's Compensation Acts of
employees of persons indemnified who are employed (a) at the
location or, if the nuclear incident occurs in the course of»
transportation of the radioactive material, on the transporting
vehicle, and {b) in connection with the licensee's possession, use,
or transfer of the radfoactivé material; and (2) claims arising out

of an act of war.

From 12:01 a.m., September 6, 1961:"

‘Section 140.94, Appendix'D, Article II, paragraph 3 is deleted.-

Section 140.94, Appendix D, Article 1I, paragraph 6, is amended by
deleting the phrase "and to such reasonable costs described in

paragraph 3 of this Article".




- 13. Section 140.94, Appendix Dg Article 111, paragréph 1,.is.keviséd to

read as follows:

1. “When the Commission'determinéérthat‘fﬁe United States will
probably ‘be required to make indemnity payments under the
‘provfsions of'this'agreement, the Commission.sha11‘have the

right to.c§11aborate with the licensee and other person§ |
indémnified in the settlemenf and defense of any c]aim-(provided»
that no government indemnity that viould otherwise be availéb]e
tb pay ﬁub]ic 1iabi1ityac1aims i§ gsed fof these purposes) aﬁd
shall have the right (a) to require the prior approval of the
Commission for the settlément or payment of any claim or
action asserted against the Ticensee or_other,pérson indemnified
for public ]iabi]fty or damage to property of persons legally.
1iable for thé nuc1ear'incident thch claim or‘action the
1icensee or thé Commissioh may be required to indemnify under
kﬁhis agreement; and (b) to appear through thé Attorney Genera]
of the United States on béha]f b? the 1icenseé or other person
indemnified,-take charge of such action and settle or defend
any such“actioh. If the settlement or defense of any such -
action or claim is undertakeh by the Qbmmiséion, the licenses
- shall furnish all reasbnabie assistance in effecting a settle-

ment or asserting a defense.. -
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Section 140.95, Appendix E, Article I, paragraph 6 is amended by

deleting:

- "During the period 12:01 a.m.,...,. to 12:01 a.m., September 6

1961, inclusive: 'Public Tiability' means any legal 1iability

arising out of or resulting from a nuclear incident, except (1)

claims under state or Federal Workmen's Compensation Acts of employees

~of persons indémnified who are emp]oyed‘(a) at the location or, if

the nuclear incident occurs in the course of transportation of the
radioactive material, on the transporting vehicle, and (b) in
connection with the licensee's possession, use, or transfer of the'
radioactive material; and (2) claims arising out of an act of war.
From 12:01 a.m., September 6, 1961:"

Section~140.95, Appendix E, Article III, paragraph 3, is deleted.

Section 140.95, Appendix E, Article III, paragraph 4(a), is amended

by deleting the phrase "and such reasonable costs_described in

paragraph 3 of this Article".

Section 140.95, Appendix E, Article III, paragraph 4(b), is amended
by deleting the phrase "and to such Feasonab?é costs described in

paragraph .3 of this Article".




-11-

18.  Section 140.95,_Appendix‘€, Article IV,_paragrabh 1, is revised to

read as follows:

1. When the.Commission determines that the United States will
probab1y be required to make 1ﬁdemnity payménfs under the
‘provisions of this agfeement, the CQmmission shall have the
right to collaborate with_the~}icenseé and»otherApefsonS

. 1ndemnified in the settlement and defense of any c]aim‘(provided
that ﬁo Qovernment indemnity thét would otherwise be available
td_pay public Tiability claims is used for these purposes) and
shall have the right (a) to require4the prior apprové] of the
Commissioh for the settlement or payment of any claim or |
actfon asserted against the licensee or other person indemnified‘.
fgr public ]1qbi1{ty or damage to proberty or.persons legally
“liable for the huc]ear incident which claim or action the
Ticensese or the Commissionvmay be required to indemnify under
this agreement; and (b) to aﬁpear through the Attorney General
of the United States on behalf of the 1icénsée or other person
~indemnified, téke charge of:such'action and settle or defend
any such action. If the settlement or defense of any sUch
action or claim is undertaken by the Commission, the Ticensee
shall ernish all reasonable assistance in effecting a seft]e-

ment or asserting a defense.
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~ Section 140.107{ Appendix G, Article.ll, paragraph 6(d), is revised

to read as follows:

(d) As used in this paragraph 6., 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
agreément the nuclear incident is defined as a "common occurrence."
As used in this péragraph 6., Article II, "the obligations of the'
ticensee" means the obligations of the Ticensee under subsection
53e(8) of thé Act to indemnify the United States and the Commission
from public 1iability, togethef with any public liability satisfiéd
by'the_insurers under the policy 6r'po]icies designated in the
Attachment, and the reasonable costs incurred by the insurers in
investigating énd sett]iﬁg claims and defending suits for damage.

~

Section 140.107, Appendix G, Article III, paragraph 3, is deleted.

Section 140.107, Appendix G, Article III, paragraph 4(a), ﬁs amended
by deleting the phrase "and such reasonable costs described ‘in

paragraph 3 of this Article".

Section 140.107, Appendix G, Articlie III, paragraph 4(b), is amended

by deleting the phrase "and to such reasonable costs described in

paragraph 3 of this Article, as in the aggregate exceed 5160,000,000“.
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23. Section 140.107,‘Appendix G, Article IV, paragraph 1, is amended to

read as follows:

1. When the Commission determjnes,that the United States wi]T
probab1y be required to make 1ndemnity.p§yménts under the
pfovisions of this agreehent, the Commission sha11 have the
right to collaborate withvthe'licensee and other persons
indemnified in the settlehent and defense.of any claim (prov1ded
that no government indemnity that would otherwisé.be available
to pay public 1iability claims is used for ﬁhése purposes) and
shall have the right (a) to require the prior apbrova]vof the
Commissioh for the settlement or péyment Qf any claim or
acfﬁon asserted against-thé Iicensee or other person indemnified
fof‘bﬁb]fc liability or damage’to property of persons legally
liable for the nutjear incident which claim or.action the )
Ticensee or the Commission may be required to indemnifyAunder
thfs agreement; and (b) to appear through the Attorney General

- of the United States on behalf of the_licénsee or other pefson
indemnified, take charge of such action and séttle or defend
any such action.. If the settlement or defense of'any such
action or c]aim is undertaken by the Commission, the licensee
shall furnish all reasonable aSsiStanceJin effecting a Settlement

or asserting a defense.
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Sectibn 140.108, Appendix H, Article II, paragraph 3, is amended by

deleting the phrase ”1ncJudihg the reasonable costs of investigating

and settling claims and defending suits for damage."

Sectibn 140.108, Appendix H, Article III, paragraph 3, is deleted.

Section 140.108, Appendix H, Article III, paragraph 4(a), is amended

by deleting the phrase "and such reasonable costs described in

paragraph 3 of this Article."

Section 140.108, Appendix H, Article IIf, paragraph 4(b), is amended

by deleting the phrase "and to such reasonable costs described in

paragraph 3 of this Article, as in the aggregate exceed $160,000,000".

Section 140.108; Appendix H, Article IV, paragraph 1, is revised to

read as follows:

1. When the Commission determines tﬁat the United States will
probably be required to make indemnity payments under the
provisions of this agreement, the Commission shall héve the
right to collaborate with the licensee and other persons
indemnified in the settlement and defense of any claim (providéd
that no government indemnityvthat would otherwise be available

to pay public liability claims is used for these purposeé) and
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“shall have thé right (a) to-reduire the prior approval of the
Cohmission'for the sett?ement or payﬁent of ény'c1aim ér
éctioh asserted against-the licensee or other person indemnified
for public Tiability or damage tq‘property of persons legally
1iab1é for the nuclear incident which claimbor action the
1jcensee or the Cdmm?ssion may be required'to indemnify.under
this agreement; and (b) to appear‘tﬁrough the Attorhey General
of the United States on behalf of the Ticensee or other person
,1hdemnified, take charge of such action and settle or defend
any such action. If the settlement or‘defense of any such |

action or c¢laim is undertaken by the Commission, the Ticenses

shall. furnwsh all reasonable ass1stance in effecL1ng & sett7e—i_v B

";menu or assert1ng a dcfense

29. A new Section-140.109, Appendix I, is added to read as_fo11§ws:




5 140.109 Appendix I
NUCLEAR EMERGY LIABILITY INSURAHCE ASSOCIATION
MASTER POLICY NO.
NUCLEAR EMERGY LIABILITY INSURANCE -
(Secondary Financial Proteétion)
Mamed Insured: Each Person or ofganizatién desfgnafed

in Item 1 of a certificate..

Policy Period: Beginning on the first day of August,

1977, and continuing to the effective |

date and time of the cancellation or
other termination of this policy,

eastern standard time.

© Limits of Liability: . &;‘f1 .   1.The"am6unf;df~rétk05bé¢tfgé pkem1um

| o | acthal1y're¢ei9éd by the.companies
plus the amount of the companies'
contingent 1iability, if any, pursuant

to Conditions 2, 3 and 4.

Date of Issuance Authorized Representative




In consideration of the payment of the annual premium, in reliance upon the

“statements in the certificates and subject to the limits of liability, con-

ditions and other terms of this Master Policy, the undersigned members of
Muclear Energy Liability Insurance Associétion (hersinafter caT]ed.the
-“companiéé”), each fbr itse1f,»seVera11y and not jointly, and in the respec-
tive proportiens herein set forth, and the insureds named in the

certifﬁcatés, agree as follows:
INSURING AGREEMENTS.:

I. . NUCLEAR ENERGY LIABILITY INSURANCE ' o .

Af(SeCOndary‘FTnahéiaTlﬁfotettiOh)'

1

To pay on behalf of or to the insured or to the insurad's workers
compensation carrier all sums payable as excess losses to which
this Master Policy applies.

1. DEFINITIONS

"bodily injury" means bodily injury, sickness or disease, including

death resulting therefrom, sustained by any person.




~Ucertificate" means a Certificate of Insurahte, including Declarations
. and -Bond for Payment of Retrospective Premiums, ,issued to be a part'

of thie Master Policy.

“common nuclear occurrence” means any occurrence or series of occurrences

causing bodily injury or. property damage arising out of the radioactive,

toxic, explosive, or other hazardous properties of nuclear material

(a) discharged or dispersed from a nuclear reactor described in
Item 3 of a certificate over a period of days, weeks, months,

or longer, or

(b) discharged or dispersed from a nuclear reactor describad in
Item 3 of a certificate over a period of-days, weeks, months
or longer and also arising out of such properties of nuclear

material so discharged or dispersed from one or more other

nuclear reactors described in Item 3 of other certificates, -

or

(¢) in the course of transportation for which protection is

afforded (or would be afforded but for exhaustion of
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its 1imit of liability) under the primary financial

‘DrotéctiOn'descfibed in.Item 4 of a certificate and -

‘also arising out of such properties of nuclear material

in the course of transportation for which protection is
afforded (or would be afforded but for exhaustion of

its 1imit of liability) under the primary financial

protection described in Item 4 of one or more other

certificates. -

"damages and claim expenses" includes sums estimated by the companies

to be payab]e»under this policy and -payments made by the combanies

~. . under this Master Policy: v

“<a)‘,

in setflemant of claims and in satisfaction of judgments

against the insureds for damages because of bodily injury

or property damage;

for (1) costs taxed against an insured in any suit against

the insured Séeking damages payable under the terms of this

‘Master Policy and interest on any judgment therein, (2) pre-

miums on appeal bonds and bonds to release attachments in
any such suit and (3) reasonable expenses, other than loss

of earnings, incurred by the insured at the companies' request;




"excess

for}expenses 1ncurrea in the investigafion, negoﬁiaﬁioh;'
settlement and defense of any claim or»suit including, but
not 1imited to, the cost of such services by salaried
employees of the companfes, fees and expenses of independent
adjusters, attdrneysf fees and disbursements, expenses for
expert,testimohy, inspection and appraisal o? property, ex-

amination, X-ray or autopsy or medical expenses of any kind;,

for expenses incurred by the companies in investigating

a nuclear incident or in minimizing its effects;

;‘for a11 othor expnnsea of the bompan1es 1n fu1f1111ng the1r

:ob]1gat10ns under th1s 1aster PoT1cy, prov1d°d that such -

expenses are reasonable and necessary.

(a)

Josses" means all damages and claim expenses

N

because of bodily injury or property damage to which

a certificate applies, and

which are excess of all sums paid or payable as estimated

by the companies under all applicable primary financial

protection.




"extraordinary nuclear occurrence" has the meaning given it in the

'Atomic Energy Act of 1954, or in any law amendatory thereof.

"insured" means any person or organization identified ir Items 1 or

2 of a certificate.

"nuclear incident" means

4
&

(a) féhaéthéordinAry>

(b) a common nuclear

nuclear OCCAUY'YI‘EHCE‘ s Or

.

occurrence, or if neither of these,

(¢) an occurrance or

uous or repeated

conditions, causing bodily injury or property damage arising

series of occurrences, including contin-

exposure to substantially the same general

out of the radioactive, toxic, explosive, or other hazardous

properties of nuclear material.

"nuclear material" means

or byproduct material.

source material, special nuclear material

"primary financial protection” means the insurance policies or

other contracts identified in Item 4 of a certificate and includes
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any -amendment thereto which is consented to by'thekcompanfes pursuant

to Condition 6 of this Master Policy.

v“property,damage“ means phjsica]”injury to or destruction or radio-
active contaminatton of property, and loss of use of property so
injured, destroyed or contaminated, and loss of use of property

' whi1e'e9acuated or withdrawn from use because_possib]y S0 contaminated

or because of imminent danger of such contamination.

"source material", "special nuclear material", and "byproduct material"

~~“have the meanings'giyen them'in‘the Atomic Energy-Act_off]954,“Qr in

any Taw amendatory thereof.
III. APPLICATION OF POLICY

Insurance 1is provided by this Master Pclicy only through a certificate.

No insurance is afforded with respect to bodily injury or property

- damage caused prior to August 1, 1977 by a nuclear incident.

CONDITIONS

1. ANNUAL PREMIUM

The named insureds designated in a certificate shall pay to the

companies the annual premium for each calendar year or/part thereof.
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~ Such annual premium shall be determined by the companies .and stated
in a written notice mai]ed to the first named insured shdwn in Item 1

of a certificate, and shall be due and payable as stated in such

.notice.

RETROSPECTIVE PREMIUM

The named insureds designated in a certificate shall pay to the companies

retrospective premium in the event of excess losses due to bodiiy injury.

- or property damage caused during their certificate period by a nuclear
incident arising out of or in connection with a nuclear reactor described

in Item 3_pf'the certificate or in Item 3 of any other certificate. The

amount of retrospective premium due under each certificate shall be

determined by multinlying such excess losses by the ratio of the

- - maximum retrospective pramium payable with respect to the nuclear

incident under the certificate to the total of the maximum

retrospective premiums payable with respect-to the nuclear incident

under all such certificates.

If any portion of the bodily injury or property damage to which this

Master Policy applies is caused during any portion of a certificate

period by a nuclear incident, the retrospective premium the

named insureds desfgnated in such certificate are obligated to pay
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shall be détermined as 1f all bodi1y-injury or property damage to

which this Naster Policy applies caused by tnp nuc]ear 1nc1dent

“nhad been causod during the cert1|1cabe period of such certificate,

The maximum retrospective premium that the named insureds designated

in a certificate shall pay to the companies for all excess losses

arising out of any one nuclear incident is the amount stated in

Item 7 of their certificate.

In the event of two or more nuclear incidents , the maximum.

amount .of retrospective premium that shall be due from and payable by
the named insureds in one calendar year shall not esxceed twice the amount
stated 'in Item 7 of their certificate. Any amount in excess thereof

shall be paid in subsequent calendar years as billed by the companies.
In add1t1on, an a11owance for-applicable premium taxes sha]] be determ1n°d
by the compan1e> and paid to them by the namoo insureds at the time

retrospective premiums are due and payable.

After a nuclear incident resulting in excess losses,; the companies shall

mail to the first named insured designated in Item 1 of a certificate
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written notice of the retrospective premium and allowance for premium

taxes then due under'such certificate. Such notice shall also constitute.

notice to all other named 1nsuréd§ designated in such certificate.
The named insureds shall péy directly to the Nuclear Energy Liability
Insurance Association the retroépective premium and allowance for
premiumbtéxes stated in the notice. The hotice,sha1l specify a

‘date no ear]iér than 60 days after mailing by which fime paymenf fs

to be received by the Nuclear Energy Liability Insurance Aséociation.'

The companies shall at least annually review their estimate of excess

losses arising out of the nuclear. incident and shall adjust the retro-

spective premium and allowance for premium taxes accordingly. If the

amount due from the named insureds is increased, written notice shall
be mailed to the first named insured in accordance with the foregoing
paragraph; if decreased, the companies shall return the excess to the

first named. insured.

The obligation of the named insureds to pay retrospective premium and

the allowance for premium taxes for excess losses arising out of a

nuclear incident 'shall continue until the named insureds have

paid the maximum retrospective premium stated in Item 7 of their

certificate plus allowance for premium taxes.
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The companies shall send to the Muclear Regulatory Commission summaries

of their estimates of excess losses arising out of the nuclear incident
and their computations of retrospective premium and the allowance

for premjum taxes due.

A1l retrospective premium (but not the allowance for premium taxes)
received by the companies is to be held by .the companies separate from

the companies' other assets and is to be used by the companies only for

the purpose of paying excess losses. ‘Any 1nVestment income received
by the companie$ from such retrospective premium shall accrue to the
benefit of the named insureds. Tﬁis paragréph shall not app1y'to—any
retrospective premiUm recei&édvby the Companies as reimbursement for

any funds expended pursuant to Condition 4.

No commission will be paid with respect to retrospective premium and

allowance for premium taxes.

LIMIT OF LIABILITY

Regardless of the number of |

(a) persons or organizations who are insureds under this Master

Po]icy; or
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(b) claims made and suits brought against any and all insureds, or

(c) policies or contracts of primary financial protection or certi-

ficates which apply to the nuclear incident, or

(d) years this Master Policy and'anyvcertificate shall continue

in force,

the tota] T9ability of the compaﬁies under this Master Policy for all

excess losses arising out of any one nuclear incident shall not exceed -

‘the amount of retrospective premium actually received by the companies

pursuant to.Condition 2 with respect to such nuclear incident

§1us the companies' contingent liability, if any, as determined by
Condition 4. Reimbursement of the companies for funds eXpehded.pursuant
to Condition 4 shall not operate to increase‘the total Tiability of the

companies.

CONTINGENT LIABILITY OF THE COMPANIES

. The companies have a tontingent liability under this Master Policy

for payment of excess losses but only if, and to the extent that,

the retrospective premium due under one or more certificates is not
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paid. In the event of any such failure to pay retrospective premiums,
the companies' obligations under this Condition 4 are limited as

follows:

Regard]esé of the number of nuclear incidents which cause

bodily injury or property damage to which this Master Policy
applies, the number of years this Master Policy is in force, the

number of certificates issued or in effect, or the number of

“annual premiums paid or payable,

(a)- the total contingent-1iability of the COmpanies”fdr all

excess.losses arising.out of two or more nuclear incidents

shall not exceed $46,500,000;
(b) subject to the above provision (a), the total contingent

liability of the companies for all excess losses arising out

of any one nuclear incident shall not exceed'523,250;000;

(c) subject to the above provisions (a) and (b), the maximum

amount to be paid by the companies in any one calendar year

because of contingent 1iability for excess losses shall not

exceed $23,250,000.
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If a named Tﬁsured designated in a certfficaté shé]] bécomevinso1vent
or be adjudged bank}upt, the companies' ob1igétion under this
‘Condition 4 shall not appiy to the failure of any named insured designated
in such certificate to pay retrospeétive premium with respact to

excess losses because of bodily injury or property damage cadsed

after the datélof such insolvency or bankruptcy.

INVESTIGATION, DEFENSE OR SETTLEMENT OF CLAIMS OR SUITS

Subject to the provisions of any written agreement between the companies

and the Nuclear Regulatory Commission, tha companies shall defend any

claim or suit alleging bodily injury or prdoerty damage caused by a

nuclear incident and seeking damages which are payable under

thistaster Policy, and may make such investigation and settiement

of any claim or suit-as they deem expedient, In no event~Sha1l the
companies_be obligated to pay any claim of judgment or fo defend

any claim or suit after tﬁe companies havé paid the amount of retro- .

spective premium actually received for excess losses arising out of

the nuclear incident plus the amount of their contingent Tiability, if

any.’
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PRIMARY FIMANCIAL PROTECTIGN

Regardless of the number of policies or contracts of primary financial

protection applicable to a nuclear incident, the ]imit of liability of

- all such po?ﬁcies.or‘contracfs shall be deemed to be exhausted when the
‘sumé‘péid under all such po]icies'or‘contracts are gqual to the

Jesser of (1) the sum of the limits of 1iabi11ty available under all

such primary financial protection, or (2) one hundred Sixty million

dollars.

The named insured designated in a certi?icate shall maintain in ful]

effact during the currency of such certificate the primary f1nanc1a1

.gro+ect1on dﬂsrr1b°d therein, exccpt for- any reduction of the 11m1t

of 11ab111LJ of surh primary financial DrOLQCL10n so1e]y as the rosu1t

of sums paid thereunder. Failure of the named insureds to comply with
the foregoing shall not invalidate this Master Policy, bdt in the event
of such failure the companies shall be liable only to the extent that

they would have been 1liable had the named insureds complied therewith.

4 N L}

In the event that the limit of 1iability of the primary financial pro-

tection is reduced, such named fnsureds shall immediately inform
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the companies thereof and make all reasonable efforts to reinstate .

such limit.

Upon the companies' request the named insurasds shall provide the

companies Qith a certifﬁed copy of any.policy or other contract of

primary financial protection. Mo amendment of the primary financial
protection shall increase, extend or broaden the insurance provided:
by this Master Policy unless the companies agree to the amendment by

~.

an endorsement issued to form’a part of this Master Policy.

INTEREST TO BE PAID BY NAMED INSURED ON RETROSPECTIVE PREMIUM AND
ALLOWANCE FOR PREMIUM TAXES IN DEFAULT

If retrospective premium or allowance for premium taxes is not paid

D

when dus by the named insufeds deéignated in Item 1 of a certificat ,
such named insureds shall be obligated to pay; in addition to the
amount in default, interest thereon during the perﬁod of default.
Such interest shall be.computed at an annual rate equal to the sum of
(&) three percent plus (b)_g rate of interest equal to Moody's

Average Public UtiTity Bond Yield described in the issue of Moody's

Bond Survey current on the date that the retrospective premium and
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allowance for premium taxes were due. The annual rate of interest
shall be adjusted monthly during the period of default to reflect
any revisions of Moody's Average Public Utility Bond Yield described

in the issue of Moody“s Bond Survey current on the first business day

of each such month.

vThé‘infeEesf s0 received éhaW]*bé uSéd‘tofpay'£o>fheﬂcbmpanies interest
at the annual rate described above for'any funds the-companieS"héve
paid pqrsuant to Condition 4. Any balance ramaining shall accrue to
the benefit of named insureds not in default as if it were investmant

income on retrospective premium.

HNOTICE OF NUCLEAR IﬁéIDENT;'CLAIM.OR SUIT

In the event of bodily injury, or property damage to which this Master

Policy applies or of a nuclear-incident which may give rise to

é]aims therefor, Writﬁen notice containing particulars sufficieﬁt to
jdentify the insured and also reasonably obtainable informatioh with
respect to. the time,'pface and cirtumstances thereof, and the riames and
addresses of the injgred-and of available witnesses, shall be given by

or for the insured to Huclear Energy Liability Insurance Association
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" or the companies as soon as practicable. If claim is made or

suit is.brOUth against the insured, the insured shall immasdiately

'forﬁard to fiuclear Ehergy Liability Insurance Association or the

companies every demand, notice, summons or other process received by

or on behalf of the insured.

. Thé insured shall cooperate with-the companies and the companies' .

request, attend hearings and trials and assist in making settlements,

- in- securing and giving evidence, in obtaining the attendance of witnesses

and in the conduct of any legal proceedings in connection with the

subject matter of this insurance. .The insured shall not, except at

the insured's own cost, make any payment, assume any obligation or

incur any expense.

ACTION AGAINST COMPANIES

No action shall 1ie against the companies or any of them unless, as a
condition precedent thereto, the insured shall have fully compliad

with all the terms of this Master Policy, nor until the amount of the
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insured's obligatian to pay shall have been finally determined;efther

by judgment against the insured after actual trial or by written agree-

- ment of the insured, the claimant and the companies.

Any person or organization or the legal representative thereof who has

secured such judgment or written agreemant shall thereafter be entitled

to recoyer.undér this Mastér Policy to the extent of the insurance
aﬁForded.by this Master Policy. ilo person or orgaﬁization'sha11'have.
any right undér‘thi; Master Policy to join the companies or any of them :

as parties to any action against the insured to determine the insured's

1iability, nor shall the companies or any of them be impleaded by the

L] . .
insured or the insured's legal représentative. Except as provided

in Condition 4, bankruptcy or insolvency of the insured or of the
insured's estate shall not relieve the companies of any of their

ob]igatﬁdns hereunder.
SUBROGATION

In the event of any payment under this Master Policy, ths companies

may participate -with the insured and any underlying insurer in the

“exercise of all the insured's rights of recovery against any person

or organization liable tharefor. Prior to knowledge of bodily injury
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or property damage to which this raster Policy applies or of a

nuclear incident which may give rise to claims therefor, the

1nsured may waive in writfng any right.of recovery againsf any person
or brganization. }After such knowledge, the insured shall not waive
or otherwise-prejudiee any such right of recovery but Sha]] do every-
.-thihg necessary to secure such rights. Recoveries-shall be applied

first to reimburse any person or organization (including the insured)

. that may have paid any amount with respect to liability in excess;ofvthe

-;Iimipyqfithe'companieSfeliabi]1ty,hereunder;»then:tbwreimburSe the 7
~ companies up to the amourt paid hereunder; and lastly to reimburse
anyone entitled to claim the residue, if any. A different apportionmant

may be made by agreement signed by all parties affected.

Reasonable expense$ incurred in the exercise of rights of recovery
shall be apportioned in the ratio of ﬁhe respective losses for which
recovery is sought. The companies shall, after deducting all of

the1r expenses in securing recovery, apnly the net amount of recoveries
made by the companies as a cred t in determ1n1ng the amount of excess

losses.
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‘OTHER INSURANCE

*

This insurance shall be excess insurance over primary financial protection.

’

" This insurance is concurrent with insurance afforded by a Master

Policy - Nuclear Energy Liability Insurance (Secondary Financial Pro-

-”tectioh) issued to the named insured by Mutual Atomwc cnergj L1ab111ty
: Underwr1tars, hﬂre1nafter called "concurrent 1nsurance” Tha companwes

“shall not be liable under this MasLer Po11ry for a greater proportion

of excess losses than the applicable Timit of 1iability described in
Condition 3 bears to the sum of (a) such limit plus (b) the applicable

1imit of liability of such concurrent insurance.

If the insured has other valid-and collectidie insurance (other than

primary financial protection or concurrent insurance) applicable to

excess losses covered by this Master Policy, the insurance afforded by

this Master Policy shall be primary insurance under such other insurance.
CHANGES . . ’ ' .

Notice to any agent or knowledge possessed by any agent or by any

other person shall .not effect a waiver or a change in any part of
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this Master Policy or estop the compan}es from asserting any right
undervthe.terms of this Mastpr Policy: nor shaT1.the terms of this
Master>PoIiny be waived or changedf-except by endorsement efecuted by
Muclear Energy Liability Insurance Association on behalf of the

companies -and issued to form a part of this Master Policy.

’

fAssignment‘of intereét by the named insured sha]] not bind the

comoan1es unt11 the1r consent is endorsed nnreon, if, howevcr, the -

\nnamod 1nsured sha11 die or be decTarpd bankrupt or 1nso1van, th1s";nf

Master Policy shall cover such named insured's legal representative,

receiver or trustee as an insured under this Master Policy, but only

with respect to such legal representative’ s, recejver's or trustee's
1iability as such, ‘and then only provided written notice of the legal
representative's, receiver's or trustee's appointment as such is given

to the companies within ten days after such appointment..

* CUSTODIAN OF THE POLICY - MUCLEAR REGULATORY COMVISSION

The named insureds have designated the fuclear Regulatory Commission

as the custodian of this Master Policy and any endorsements thereto.
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CANCELLATION

The first named insured designated in Item 1 of a certificate may cancel

such certificate by mailing to the companies and the Nuclear Regulatory

~Commission written notice stating when, not less than thirty days

thereafter, such cancellation shall be effective.

The‘companies may cancel anyAcertTficate by mailing to the first

named insured designated in Item 1 of such certificate written notice

stating when, not less than ninety days thereafter, such cancellation

shaf1 be'efféctivé;vprovided tHat’ih thé eVent‘of nqnepayment df‘any
annual premium, rétrospective premium or allowance for premium taxes due
under.a certificate, such certificate may be canceled by the companies
by mailing to the first némed insuread designated therein Writteh notice

stating when, not less than thirty days thereafter, such cancellation

snall be effactive. - .

The majling of notice as aforesaid shall be sufficient proof of

notica. The effective date and time of cancellation stated in the

-t

notice shall become the end of the certificate period. Delijvery of

such written notice, either by the Tirst named insured designated
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in Item 1 of a certificate or by the companies,. shall be equivalent

to mai?ﬁng.

A copy of the companies' cancellation notice shall be mailed to the
Huclear Regulatory Commission, but mailing such a copy is not a con-

dition of cancellation.

If a certificate ’is'cance]ed, the earned portion of the annual premium
shall be computed pro-rata; Adjustment of the annual premium, if any,
: ) A - :

may be made either at the time cancellation is effective or as Soon

as practicable after cancellation bacomes effééti?e, but‘payment or
tendeyr of unearned‘prémium is not a condition of cancellation.
CahéeTlation or termination of any certificate shall not terminate

the ob]igatjoﬁ of a named insured to pay retrospective premium

and the allowance for premium taxes as provided in such named insured's

certificate and Condition 2 of this Master Policy.

This Master Policy shall terminate automatically on the effective date
and time of cancellation or termination of the last certificate in

effect.
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COMPANY REPRESENTATIOCN

(a)

Any notice, sworn 'statement or proof of loss which may be

required by the provisions of this Master Policy may be

given to any one of the companies, and such notice, statement

or proof of loss so given.shall be valid and binding as to

all companies.

In any. action or suit against the companies, service of
process may be made on any one of them and such service

shall be deemed valid and binding service on all companies.

Nuclear Energy Liability Insurance Assoc?ation'is the agent

of the companies with respect to all matters pertaining to this
insurance. A1l notices or other communications required by this
Master PoTicy to be given to the companies may be given

to such agent, at‘its office at the Exchange, Suite 245,

270 Farmington Avenue, Farmington, Connecticut - 06032 with

‘the same force and effect as if given directly to the companies.

Any requests, demands or agreements made by such agent shall

be deemed to have bzen made direct]y by the companies.
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AUTHORIZATION OF FIRST MNAMED IMNSURED

Except with respect to compliance with the obligations imposed on the

insured by Conditions 8, 9, 10 and 11 of this Master Policy, the first

named insured designated in Item 1 of a certificate is authorizad

. to act for every other person and organization insured under such

- certificate in all matters pertaining to this insurance.

CHANGES IN SUBSCRIBING COMPANIES AND IN THEIR PROPORTIONATE LIASILIT

The members of Huclear Energy Liability Insurance Association subscribing

this Master Policy, and the proportionate 1iability of each, may change

Fach company subscribing this Master Policy upon its issuance shall be
1iable only for its Stated‘proportion of any obligation assumed or

expense incurred under this Master Policy because of bodily injury

or property damage caused during the period from the effective date

of this Master Policy to the close of December 31 next following. For
each subsequent calendar year, beginning January 1 next fQ]loWinjfthe
effective date of this Master Policy, the subscribing companies and

. ' S

the proportionate liability of each such company shall be stated in an
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endorsement issued to form a part of this Master Policy, duly executed
by the President of MNuclear Energy Liability Insurance Associatioh
on behalf of each such company, and mailed or delivered to the Nuclear.

Regulatory Commission.

20.  DECLARATIONS

)

By acceptance of this_Master PoTicy, the named insureds designated in

a certificate agree that the statements in such cértificate are their

agreements and representations, that this Master Policy and such

certificate are issued in reliance upon tha truth of such representations

and that this Master Policy and such certificate embody all agreements
betwean such named insureds and the companies or any of their agents

relating to this insurance.

! ~ IN WITNESS WHEREQF each of the subscribing companies has caused this

Master Policy to be executed on its behalf by the Huclear Energy Liability

Insurance Association and duly countersigned on tha first page by an author-

ized representative

For the subscribing Companies of NUCLEAR ENERGY LIABILITY INSURANCE ASSOCIATION

Burf C. Proom
President
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NUCLEARjENERGY LIABILITY INSURANCE ASSOCIATION

Certificate

Forming Part of Master

Policy No.

CERTIFICATE OF INSURANCE
' DECLARATIONS AND |
BOND FOR PAYMENT OF RETROSPECTIVE PREMIUMS

Certificate of Insurance
This is to certify that the persons and organizations designétéd in Item
1 of thehDeclafations are named insureds under the Master Policy -
Nuclear Energy Liabi]ityalnsurance (Secondary Financial Protection),
herein called the "Master Po]icy,“'issued by Nuclear-Energy’Liability

Insurance Association.

Such insurance as is provided by the Master Policy'app1ies, through this

certificate, only:

(a) to the insureds identified in Items 1 and 2 of the Declarations,’
(b) for the certificate period stated in Item 6 of the Declarations,

(c) to bodily injury or property damage

(1) with respect to which the primary financial protection
described in Item 4 of the Declarations would apply
but for exhaustion of its 1imit of Tiability as

described in Condition 6 of the Master Policy, and
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- (2) which is caused during the certificate period stated

in Item 6 of the Declarations by a nuclear incident
arising out of or in connection with fhe nuclear
reacfdr described in Item 3 of the DecTaratidns, and
(3) which is discovered and for which written claim is
" made against the insured not later than ten years
after the end of the certifipate period stated in
Item 6 of the Declarations. However, with respact

'to'bodi1y injury-or property damaggﬂcaUsed by an

extraordinary nuclear occurrence this subparagraph

(3) shall not operate to bar coverage for bodily injury

or property damage which is discovered and for which

written claim is made against the insured not later

than twenty years after the date of the extraordinary

nuclear occurence.

‘Declarations

Item 1. Named insureds and addresses:
(a)
(b)

Additional insureds:

Any other person or organization who would be insured under

the primary financial protection identified in Item 4 of the

Declarations but for exhaustion of the limit of 1fabi1ity of

such primary financial protection.




Item 3.

Item 4.

Item 6.

Description and location of nuclear reactor:

(a)-

Identification of primary'finahc1a1 protection applicable
to the nuclear reactor andl]fmit(s) of 1iability the}eof:
Muclear Ene}gy Liability Insurance Association's |
Po]icy MF - $124,000,000

Mutual Atomic Energy Liability Underwriters’

Policy MF- . $ 36,000,000

The following endgrsements, attached to the primary

financial protection policies listed in Item 4 (a) also

apply to the insurance atforded by the Master Policy
through this certjficate as'though they were attached
hereto:
(1) Waiver of Defenses Endoréement (Ektraordinary
Nuclear Occurrence) and
(2) Supplementary Endorsement -~Néiver 0T Defenses -

‘Reactor Construction at the Facility,

(¢c) The limits of 1iability provided under the primary financial

protection specified in Item 4 (a) above are not shared

with any other reactor except as follows:

Limits of Liability: The amount of retrospective premium

actually received by the companies plus the amount of the

companies' contingent liability, if any, pursuant to Conditions

2, 3 and 4 of the Master Policy.

Certificate Period: Beginning at 12:01 a.m. on

and continuing to the effective date and time




of cancellation or términatibn of the Master Po]jcy or this
| certfficate;'whichever first occurs, eastern standard time.
Item 7. = Maximum retrospe;tive premium (exclusiVe.of allowance Tor
premium taxes) payable pursuant to Condition 2 o% tne Master

Policy with respect to each nuclear incident: $3,875,000.

Item 8. Premium payab]e.pursuant_to Condition 1 of the Master Policy

for the period from ' through December 31 following:

$

BOND FOR PAYMENT OF RETROSPECTIVE PREMIUMS

Know all men by these presents, that the undersigned do hereby acknowledge
that they are named insureds under the Master Policy described in the
apove Certificate\of Insurance and Declarations. The named insureds do
hereby convenant with and are held and are Tirmly bound to the_members

of Nuclear Energy Liability Insurance Associafidn subscribing the Master
Policy (hereinafter called the "companies") to pay to the companies all
retrospective premiums and allowances for premium taxes which shall
become due and payable in accordance with the Master Poliéy, as it méy '
be changed from time to time, with interest on such premiums and allowances
for taxes to be computed at the rate provided in the Master Policy from
the date payment thereof is specified to be due the companies in written
notice to the first named insured as provided in Cbndition 2 of the

Master Policy until paid;
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Ahdzit is heréby expressly'agreed thaf"copies of written notices of
retrospective premiums and allowances for premjum taxes due and payable
or other evidenée of such amouhts due and payable sworn to by a duly
authorized representative of the companies shall be prima facie eyidence'
of the fact and extent of the 1iability of the named insureds for such

amounts;

And it is further expressWyvagreed that the namea‘insureds will indemnify
the companiés against any and all liability, 1osse§ and expenées'of.
Whatsoever kind of nature (including but notv15mited to interest,~coUrt
cost, and counsel fees) which the companies may sustain or incur (1) by
reason of the failure of the named insureds to comply with the covenants
or provisions of this Bond and (2) in enforciﬁg any qf the convenants or
provisions of this Bond, or_ény provisions of the Master Policy relating

to such covenants or provisicns;

For the purpbse of recording this agreement, a photocopy acknowledged

before a Motary Public to be a true copy hereof shall be regarded as an

original. ,

~The preceding Certificate of Insurance, Declarations and Bond form a

part of the Master Policy. Cancellation or termination of the Master

Policy or the Certificate of Insurance shall not affect the named insured's

obligations under the policy or the Bond to pay the retrospective premiums

and allowances for premium taxes, as provided in this Certificate and

Condition 2 of the Master Policy. ’ ‘.




[N WITNESS WHEREQF, the named insured have caused the Declarations and
the Bond for ‘Payment of Retrospective Premiums to be signed and sealed
by a duly authorized officer, to be effective August 1, 1977, eastern

standard time.

Attest or Witness | Named Insureds:

(Named Insured - Type or Print)

By

‘ o (SEAL)
(Signature of Officer) :

(type or Print Name. & Title of Officer)
Date:

IN WITNESS WHEREOF, the companies subscribing thé Master Policy have
caused the Ceftificate o7 Insurance and the Déclaratiohé to be signed on
their beha1f by the President of Nuclear Energy'Liability Insurance
Assocjation to be effective eastern standard

time, and countersigned below by a duly authorized-representative.

For the Subscribing Companies of

NUCLEAR ENERGY LIABILITY INSURANCE ASSOCIATION

By

Burt C. Proom, President

Countersigned by
- (Authorized Representative)
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Authority: Pub. L. 85-256, as émended; 7] Stat. 576, as amended;.

42 U.S.C. 2210.

Dated at Washington, D. C. this 2nd day of April ., 1979,

FOR THE NUCLEAR REGULATORY

COMMISSION
/] /
_-'; / Y it :;v
J 7
7 Samuel J. Chilk " 2

Secretary of the Commission




