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ATOMIC ENERGY COMMISSION

AMENDMENTS TO REGULATIONS GOVERNING FINANCIAL PROTECTION
REQUIREMENTS AND INDEWMNITY AGRE

Report to the General Manager by the Director,
‘Division of Licensing and Regulation

THE_PROBLEM

1. To consider:

.-a, Publication of a proposed amendment to Part 140
ecstablishing forms of indemnity agreements to be entered
Into between the AEC and reactor licensees required to
furnish proof of financial protection; and

b. Publication of an amendment to Part 140 approving
a form of nuclear energy llability insurance policy as
proof of financial protection,

SUMMARY ‘
2. At Regulatory Sessions 29 on August 8, 1958, and 43 on

April 23, 1959, after consideration of AEC-R 29/3 and AEC-R 29/6,

'+ respectively, the Commlssion approved for publication, two pro-

posed amendments tq Part 140, One proposed'amendment included a
form of indemnity agrecment to be entered into between the AEC
and nuclear reactor licensees, The second proposed amendinent
would grant approval to the furnishing of financial protection in
the form of the nuclear energy llabllity insurance policy then
avallable from the NELIA and MAELU organizations.

3. This paper recommends issuance of the amendment set
forth in Enclosure "B" to be effective thirty days after publica-
tion in the Federal Reglster. The amendment would approve the
furnishing of proof of rinanoiél protection in the form of thé
nuclear energy liability insurance policy now being issued by the
NELIA - MAELU organizatlons., The statement of considerations lh
Enclosure "B" identifles the major changes in the insurance policy
which have been made by-the-syndicates'since August 1958.
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2. .
4, Enclosure "C" contains a proposed amendment to Part 140

to be issued for further publié comment. The proposed amendment
would establish the revised fprms of 1ndemnity agreement to be
executed by the AEC and ieacbor'licensees who are required to
furnish proof of finanolal protection. The changes in the pro-
poz=d revised form of indemnity agreement are discussed in detaill
in the statement of oonsidefations to be published with the pro-

posed amendment and in the "Discussion", Enclosure "“A",

STAFF JUDGMENTS

5. The Division of Finance and the 0ffice of the General

Counsel concur in the recommendation of this paper.

RECOMMENDATION

6. The General Manager rccommends that the Atomic Energy

Commission:

a. Approve the issuance of the effective amendment to
Paft 100 =ubctantially in the form contained in Enclosure
HB _

. Approve the proposed amendment contained in Enclosure
lcl. .

¢. Note that the amendments in Enclosure "B" will be
published in the Federal Register to become effective 30
days after the date of publication;

: d. Note that the proposéed amendment in Enclosure "C" will
be pubIlshed initially in the Federal Register in conformity
with the procedure which allows a sixty-day period after
publication for filing written comments or objections by
. interested persons;

e. Approve the publication of the amendments in Enclosure
"C" 4in ginaI form if after the sixty-day period it appears
that there is no need for substantial changes. If sub-
stantial changes are indicated, the amendment will be re-
submitted to the Commission gor approval;

f. Note that the Joint Committee on Atomic Energy will
be informed of this action by appropriate letter;

g. Note that a press release will be 1ssued upon publi-
cation of the amendments;

h. Note that this paper 1is unclassified,
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ENCLOSURE "A"

DISCUSSION

1. At Regulatory Sessions 29 aﬁd 43 on August 8, 1958 and

April 23, 1959 respectively, the Commission approved for publi-
cétioﬂ two probosed amendments to Part 1&0.‘ One proposed amend-
ment (See AEC-R 29/3) included a form of indemnity’ agreement to
be entered into between the Commission and nuclear reactor licen-
sees, The second proposed amendment (See AEC-R 29/6) would grant
approval to the furnishing of financial protection in the form of
the nuclear energy 1iab111ty insurance policy 3shen avallable ffom

the NELIA and MAELU organlzations,

2, Enclosure "D" hereto contains a summary of the principal
comments received from interested persons and the staff's evalua-

tion thereof.

3. Enclosure "B" contains an amendment to Part 140 to be
effective 30-days aftef publication in the Federal Reglster, The
-amendment would approve the’furnishing of proof of financial
protection in the form of the nuclear energy liability insurance
policy now being issued by the NELIA - MAELU organizations. The
statement of considerations in Enclosure "B" identifies the major
changes 1in the insurance policy which have been made'by the syn-

dicates since August 1958.

4. Enclosire "C" contalns a proposed amendment to Part 140
to be issued for p7hlic comment, The amendment would establish
the revised;forms of indemnity agreements to be executed by the
Commission and.reactor licensees who are required to furnish
proof of financial protection. The gpatemeht of considerations
in Enclosure "C" identifies the major changes in the revised
forms of indemnity agreement,
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5. In AEC T785/U17 the Commission appro&ed two proposed

'amendmenta to the Atomic Energy Act of 1954, as amended, The two

amendments are currently pending before the Joint Conmittee on
Atomic Energy. A copy of the Ccmmission's letter dated April 8,

1959 forwarding the two proposed arnendments is attached as
Enclosure "E", The first of these proposéd amendments would amend
the Price-Anderson Indemnity Act to remove coverage of 1iébility for
damage to "on-site" property. Cov2rage of liability for damage bto-

on-site property would diminish the $500 million indemnity available

_to the general public under the Commissinn's indemnity agreement.

The staff belleves that the coverage of liability for damage to
on-site property presently provided under the Price-Anderaon
Indémnity Act was due to a drafting inadvertance and was not in-
tended by the Congress, There does not appear to have been, nor
does 1t appear likely that there will arise any need for government
coverage against damage to on-site property. Commarcial insurance
against damage to on-site property 1is aQailable_rrcm the property
insurance syndicates (NEPIA and@ MAERP)., The staff céntinues to

regard enactment of this amendnient as beilng important.

6. The NELIA-MAELU liability insurance pclicies furnished by
reactor licenseés as financial protectioh do not cover liability
for damage to cn-site property. Accordingly, in order that the
licensee furnish firancial protection covering such liahlliity,
a provision has been incorporated in the propcsed indemnity agreement
which would require the licensee-to indemnify other persons who may
bg Jlable for camage to on-site property up to the amount of finan-
clal protectidn. It should bz noted also that, from the standpoint
of the industry in general, the problem of liability for damage to
on-site property has been ameliorated by the inclusion of a pro-
vision in the NEPIA-MAERP nuclear energy property insurance policles
waiving any rights of subrogation againsﬁ various classes of
suppliers who hight be liable for on-site property damage.

- 5 - (revised) Enclosure "A"



7. The other proposed amendment was recommended to Congress

because of the absence in nuclear energy liavility inscurance

! policles of an\automatic reinstatement provision, As a result of
the absgnce of such a provision, payments by the insurer under the
poiicy might result in a gap between the available insurance and
the level at which the AEC's $500 million indemnity obligation
becemzs effective, The gap might exist until such time as the
.insurers reinstate the original amount of the poliey or other

approprlate stepa are taken by “.» licensee., The proposed

5a - (Revised) "~ Enclosure "A"
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* amendment 1s intended to permit the AEC %o f1ll this gap for a

reasonable period of time (not in excess of 90 days) until the
insurers have had reasonable opportunity to relnstate or the
licensee has had oppértunity to furnish the protection in some )
other form, The proposcd amendment included a floor of $1 million,

below which the AEC would have no obligaﬁion.

8. Legislatioh was recommended for specifilc authority to
£111 this gap, partly because the statute is ambiguous and partly
because of the large ingredient of policy involved In the question
whether such a gap should be filled by the AEC,

9. There have been a substantial number of ccvments recelved
as to the desirabllity of the AEC's fillling thils gap and whether
there 1s a need for legislation. The comments are practically
unanimous that the AEC should, and has the authority under exist-
ing law, to 131 this gap. Accordingly, after reconsideration and
in light of the comments, the Office of the Geﬁeral Counsel has
concluded that, although the statute may be ambiguous, the AEC
can remove the ambilguity by an appropriate exerclse of its rule-
making authority for the purpose of carrying out a principal
objective of the Price-Andérson Act; namely, to minimize a poten-
tlal gap between the amount of financial protection furnished by
é licensee and the indemnity protection afforded by the AEC. A

/
new provision has been added to the indemnity agrecement for this

purpose (sece paragraph b, of Item 2 of the Attachment thereto,)

10, In recommending the adoption of this brovision, the
office of the General Connsel wishes to call the Commission's
attention to the fact that adoption of the provision without
specific legislation may open the door to pressures from industry

that other potential "gaps" be filled by the AEC, The filling

-6 - " Enclosure -"A"




of other gaps (e.g. types of risks or coverage not covered by the

nuclear energy liability insurance policles) would tend to diminish
the incentives presently existing for licensees and the insurance
syndicates to furnish the broadest possible coverage without

reliance upon the government,

11, Thelpotential "gap" which might exist in the event of a
"common occurrence” 1is an example 6? the type of gap which should
be filled by the insurance companies and hot the AEC, It is dis-
cussed in the statement of considerations to be published with

the amendment set forth in Enclosure "C",

-7 - Enclosure "A"
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ENCLOSURE "B"

z " TITIE 10 -- ATOMIC ENERGY
Chapter I -- Atomic Energy Commission
part 140 -- FINANCIAL PROTECTION REQUIREMENTS AND
INDEMNITY AGREEMENTS

on August 28, 1958 (23 F.R. 6681, 6684), and on May 1, 1959
(24 F.R. 3508), the Atomic Energy Commission published for public
comment two proposed amendments to Part 140 "Financial Protection-
Requirements andFIndemnity Agreements" . an propoéed amendment

included a form of indemnity agreement to be enterecd into between

the Commission and nuclear reactor licensees, Under the second

propnsed amendment, the Commission proposed to grant approvel by
rule to the furnishing of financlal protection in the form of the
nuclear energy liability insurance policy form then avallable from

"the NELIA and MAELU syndicates (Nuclear Energy Liability Assoclation

" and Mutual Atomic Energy Liability Underwriters, respectively).
Following publication of the proposed amendments, interested
members of the public have submitted many helpful comments and
sqggestions. The comments and suggestions received héve been
taken into consideration by the Commission in the adoption of the
following amendﬁents.

f The amendment set forth below approves, as proof of financial
' protection, the reviged form of nuclear energy llability insurance
policy currently available from NELIA and MAELU (Section 140.75,
Appendix "A"),

The reviéed form of nuclear energy liabllity insurance policy
set forth in Appendix "A" has been filed with and approved by a
substantial number of state insurance agencies and has been issuéd

by the syndicates to many AEC licensees in lieu of the binders

previously in effect. The new inaurance policy differs from the

-8 - Enclosure "B"




form previously published in the Federal Register on August 28, 1958

and May 1, 1959 primarily in the following respects:

1. The new form includes ccverage of nuclear incidents oceur-
ring in transportation of nuclear materials to the reactor from any
location, without regard to whether the transbortation originated
at a Government facility. The previousvform‘provided coverage
during transportation to the reactor only if the transportation
was from a facility owned by the United States;

2. The perliod of prior notice to the Commission before the.
insurers can make a policy suspension effective has been increased
from 12 hours to at least one full business day.

3. The new form excludes coverage for risks resulting from
the transportation of "useful" or "éommercial" l1sotopes. ' The
NELIA and MAELU organizations have explained that such co&erage is
afforded in conQentional liability policies.

L, With respect %o a common occurrence, the aggregate insur-
.ance under all nuclear energy liability insurance policles issued

by wach . yrdleate has heen expanded from the limit of liability of

the higrest aﬁ;llcahle rolicy te the total'ﬁ65i'éapacity, if the d

Pacilitien involved in the common occurrence have in the ageregate
purchas.—d that mmount of COVErage ./~ - v 7 ﬂ';"““;"Z

5. At hecarings held before the Joint Committee on Atomic
Energy on Aprll 29, 1959, {Hearings Before the Joint Committee
on Atomic Energy, "Indemnity and Rcactor Safety," page 4) Commis-
sion rcpresentatives testifiea that, among other things, the

phraseology of the common occug;nce provision in the insurance
policies may . cover more situations than 1n€ended by the syndicates.
To clarify the intent of the insurance éyﬁaicates, a statement was
subzequently furnished to the Joint Committee on Atomié Energy on
behalf of NELIA and MAEIU (Hearings, page 42). With respect to
the common occurrence provision, the syndicates said:

"The Commission, in the statement made to the Joint Committee,
has expressed doubt that the common occurrence .proviasion in the

- 9 - Enclosure "B"
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policy (condition 4) has the meaning intended, and particularly that
1t may be construed, under subparagraph (a), to be applicable to
bodily injury or property damage resulting from the conflatilon

of fission products discharged from two or more reactors ag a
result of separate, distinct occurrences at each such reactor.

The persons responsible for the policy language did not intend any’
such result but, on the contrary, intended that 1if two reactors

at differenc locations 'blow! at or about the same time, th»
applicable 1limit of liability of each reactor's policey w11l be
available for resulting claims, and condition 4 will not be
applicable. In brief, the pools (MAELU and NELIA) intend sub-
paragraph (a) to apply only to situations where the gradual- -
accumulation of nuclear materlals discharged or dispersed over a
period of time from two or morc nuclear facilities, whether in the
course of their normal operation or as a result of undetected mal-
function or accldental leakage of effluents. A simple 1llustration
is the contamination of a watershed as the result of the continued
operation of two or more facilities for a period of time, without
the occurrence of an incident, identifiable in time, &t any of

the facilities.

"Even if the construction of subparagraph (a) of condition
4 feared by the Commission 1s possible, tne pcols could not take
advantage of it because of the settled principlz ot law that if
a provision in an insurance policy 1s amblguous, the provisions nust
be given the meaning most favorable to the insured.

_ "It i1s subm. =:d that the provisions of the Price-Anderson
Act particularly the -definition of 'nuclear incldent,' and subsec-
tion (¢) and (e) of sectlon 170, require that with respect to
Government indemnity any occurrence .or series of occurrences to
which the policy's common occurrence provision is applicable should
be construed as one nuclear incident. Otherwise the Government

would be 1lilable, in such a situation, not for $500 million but
for multiples thereof."

The_general approval contained in the following amendment
of the form of policy now offered‘by NELIA and MAELU should not be
construed as indicating that 1t is the only form of nuclear energy
liability insurance policy Which the Commission will approve. The
Commission will accept any other form of nuclear energy liability
insurance policy as proof of financial protection under this part
if it concludes that such other form provides w«dequate financlal’
protection under the requireménts of the Commission's regulations
and applicable legislation. |

The Commission will welcome further comments and suggestions

concerning these amendments.

Effective thirty days after publication in the Federal

Register, Part 140, Title 10 CFR, 1s amended by adding thelfollow-

ing Appendix .

- 10 - : " Enclosure "B"
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COVENAGE A — DODILY INJURY AND PROPERTY DAMAGE
LIABILITY T pay un behalf of the insured: '

35(1) ali sums which ‘the, insured shall become legally obl
. as damapes because of bodily injury or propesty

“ hy the nuclear energy hazard, and the companics shall defend any
_suit against the. insured alleging such bodily injury or. property
and sceking. damages which are payable under the. terms 45
this policy;” but . the. companies may- ma‘:c:sucl Vestigation, 2:

rnejotiation” and:Ssettiement “of any claim .o
xpedient; o8 Aa R LR
nsured in “any such  suit
it

ated o pay

osts” taxed apainst:th

any judgment therein L !
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] nnr’o uch suit,. but iwithout. obligation o, app!
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1) reasonable expenses,: other than loss of carning;
nsured at the companies’, request. -+ %

-AWAY FROM THE FACILITY .~ ‘ .
With-respéct 10 property ‘damage caused by the nuclear
ta’ property “of an insured . which is away from the facilit
ichtinsured those sums which such insured would have
damages therefor, had such propeay

et

“pay to
heen -legally

obligated to pay'a helinged !

another., 5 e

. A ik . b AN
COVERAGE € ‘= SUBROGATION ~- OFFSITE EMPLOYEE
With ‘fespect to badily injury sustained by any employee of aninsiri
and ‘caused by the nuclear énergy hazard, to pay to the workmen's com:
snsation cartier of such insured: all sums w{!ich such carrice would
¢ have heen entitled to recover and retain .as damages 'from® dnother;
% person or organization, had such person’ or organization alone, been’
lepally responsible for such bodily injury: by reason of the rightsy
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“within the msaning of this coverage. This Coverage C does notapply 1
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q PPLICATION OF POLICY This palicy applies only to bodily injury
‘ot property damage (1) which is caused during the policy period. b
. the nuclear encrgy hazard and (2) which is discovered and for whic
Pl » ¥ . . o 2,

2

L This policy does not apply W R
1) to any obligation for which the insured or any carrier as- his in?
surer may be held liable under any workmen's compensation, u
ployment ¢ nsation ‘or disability benefits law
sirailar law; & ) o R
(b) eéxcept with respect to’ liability of another assumed b
. under contract, to bodily injury to any employee of |
- arising out of and in the course of his emc:]'mcnt by the ine
sured; but this exclusion does not apply to i
person who is-not employed st and in connection with the facility
if the insured has complied with the requirements of the applicable
workmen's comy 1on of occ jonal di law _ respecting !
. the sccuring of i his employee

h compensation benehits thereunder to
.(¢) to liability assumed by the insured under contract, other than nn)i

+- assumption in & contract with another of the liability of any person
4 of organization which would be imposed by law on such person or
" organization in the absence of an express assumption of tiability;
(d) to bndily injury or property damage due to the manufacturing,

. handling or usc at the location dcsigr_nalgd in Item 3 of the dcclar,m

3

" ’ . %

COND

PREMIUM The named insured shall pay the companies the‘ advance -2

premium stated in the declarations, for the period from the effective %
.date of this policy through December 31 following. Thereafter, at the

beginning of each calendar year while this policy is in force, the named 7%

nsured shall pay the advance ptemium for such year to the compani
The advance premium’ for each calendae year shall be stated ‘in a
Uiwritten notice given by the companies to the named insured as soon 'as
practicable prior 10 or after the beginning of such year,
Such advance pr are. d p ns only. As ‘soon as}
racticable” after each December 31 and after the termination of this
#policy, the earned premium for the preceding premium period shall be
omputed in accordance’ with the companies’ rules, rates, rating {shm,
premi and mini premi applicable (o this insurance. If the
“carned premium thus computed for any premium period exceeds the
advance premium previously paid for such period, the named insired
7 “shall pay the excess to the companies; if less, the companies shall re.
turn to the named insured the unearned portion paid by such insured;
- The named insured shall maintain records of. the information neces

.sary for premium computation and shall send copies of such records lo;gl'

_the companics as directed, at the end of each calendar year, at the end
<“of the policy period and at such other times during the policy period
‘as the companies may direct Sl 4 S s
2 inspect the facility and to examine the insured’s books and records at}
any.time, as far as they relate to the subject matter of this insuranc
g} If a tepresentative of the companies discovers a condition which

’*‘g

4
. i
R ; Ty

INSPECTION; SUSPENSION The companies shall be permitted to

zard, a rep ive of the comp may feq that such con
tion be corrected without delay. In.the event of non-compliance with
-such request, a" fep ive of the ¢ i
< named insured, to any other

ies to be i

e may, by notice to the¥’
personor organization considered by the
 “for the ¢ sance of such d

person or organization effective 12:00 midnight of the next business
" day- of . such. Commission following . the date that such Commission
receives such notice. The period of such suspension shall terminate as
of the time stated in a written notice from the companies to the named
: Insured and to each such person or organization that such condition has
been corrected. o R

R
\ -~ ) B 7

LIMIT "OF - LIABILITY; ‘TERMINATION Of POLICY UPON EX.
HAUSTION OPF LIMIT Regardless of the number of persons and

2 who are
number .of . claims made and suits brought against any or all insureds %
use ofene ulting in bodily injury,
. ,_;,.

b2
A

£4k(a)  payments ‘intsetilement of claims and in E’) sfaétion of fudgme

2, obligations shail reduce by the amount.of such_ paymea: the limit of the, %,
Ll companies’ liabiljtysunder this policy. 1

unduly . dangerous with' respect to the nuclear energy s‘*%z:.gigé‘@“comp:mm undeti:this* policy*'shall thereu

=

under this policy, and regardless of the i}k

_peace ot wat, of ‘any capon ‘or othé
ilizing special aucleae matcrla}!hor.byproduc
Hos i £
). : e due to war,
¥ declared, ‘civ

ftem 3 of the dectarations, other than aircraft, watercraflt or ves.

7, hicles licensed for highway use, provided such aircraft, ‘walercraft

?r vchicls are_not_used in’ connection with the operation of the
i e 4 3 "

-

eto neglcd"of th :
sured to-use.all reasonable means to save and preserve the prop.
“enty after knowledge of the occurrence resulting in such property -

e .

>

erty damage caused during the policy period by the nucleae energy.
hazard, the limit of the.companies’ liability stated in the declsrations is
¢, the total liability lof -the companies for their obligations under thi
policy and the expensus incurred by the companics in connection with’
such obligations, including ¥t SRR O N PRI
against the insureds for, damages because of budily injury, ur prop
Jerty damage.] payments ‘made under parts. (2),'(3) and (1) ¢
: Coverage~A-and .payments-made, in_scttlement: of
&) l-lc! d BRI f
b) payments fbr&?enses curred 'in the “investigation, ‘neZotittiun
: t“anddefense of any-claim or suit,. including, but Aot
the cost of 'such services by salaried employees of ‘the’
< companies, fecs and expenses of independent adjusters, uttor
5y fecs and disbursements, ‘expenses for expect testimony; inspec
@ fand appraisa 'bf_propeny,,examyutio (
i a = | T e L <
¢) payments for expenses incutred by the corupanies in ‘investigating:
2 an occurrence,resulting in bodily injuty of property damage or in
3 minimizing, i effects,sdgidai e T e iR PR
5 Each payment made, by the companies in discharge of theit obligations

under this policyffor.for expenses-incutred in confection with such 7

G, during the“policy period of"subsequent thereto, the total of such’
s payments made: by-the companics shall exhaust the-limit-of the -com- +
_panies” liability'under thiis: policy;“all liahitity and obligations of the =
{ i i n “terminate and -shall’ be
conclusively presumed to-have: been, discharged. . This. policy; ;if
theretofore canceled,ishall thereupon automatically ‘termi L

% Regardless of the numbér of years' this policy shall continue in force
and the number of premiums which_shall chanpble ot paid, the limit.
of .the companics' liability - stated “in the .dec :
cumulative from

8
& .

LIMITATION OF LIABILITY; COMMON OCCURRENCE Any otcu
rence or series of. occurrences resulting in bodily injury oe ‘property
damage arising out of t! ioactive, toxic, explosive of other hazatd-

) nucl ed or dispersed from .the facility over
. period of days, wecks, months or longee and 2lso .acisin
such “rmpcmes of other nuclear material so discharg

i persed fro

a
out of
oe dis.
,one or more other nuclear facilities insured by
undeeia N + Energy . Liability icy (K
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course of transpotatien for
policy and also atising out Af s
material; special nucliar fateriah s
Cof teansportation fur v

sued by the companies,
shall he deemed to be a common occuere

" Policies (Facitity Form), including this
mon uecurrence shall be the sum of th
wohicies, the himit of liability of each s
Ly Condition 3 thereof, but in no cven

ceo e total agpregate lia
.~ which (a) the limit of liahilit
. tion 3, bears to (b) the sum o
“ jssued hy the companies, the

as determined by Condition 3, thereof,

NOTICE OF OCCURRENCE,
“bodily injury or propesty {
-an occurrence which mn; -give fise to
containing particulars suffici

ably vhtainable information with re!

5.

‘. available witnesses, shall be given by

which §

I myaranie issatforded .y
niore other Nuchear Energy, Liabitity Poli

pruperty damage caused by the nudear energy.
" With respect o such hodily injury and
‘agpregate lability oi the companies under

timit of liability of

CLAIM OR
damage to which this policy.
claims therefor, written ‘notic
ent to identify the insured and also reason

:rm to the time, place and circum
- stances thereof, and the names and addresses of the injured and ol-:gg

Iy )
pent fued

s (Facilit
nge tetl
hazard.: - .

pragerty damage (1)

policy,

© Jimits o} Hiability of

ach policy being as determined

t shall such total aggre

hility of the companies exteed $:46.500,000, (2) the total lia
"+ the tumpanies under this policy shall not exceed that proportion of the-
bility of the companics, a3 stated in clause (1) above,
of this policy, as determined by Cond
rlhe limits of liability of all such poli
cach such policy being

“The provisions of this condition shall not oper e’lb increase the limit
of the companies’ liability under this policy. ; e S
P e e T S .

SUIT In " the
appli

or for the insured to
ot the

shall immediaiely forward te

i
iting in badily inj

s .0l other ~sousce
\\-.\ur"in,'xhc,counp

usy of

the total

all Nuclear Eaergy Liability %
applicable to such com-

all such

ate lia
ility of

c$ Or ol

i s ‘as s00n -lﬁgg%
- practuable, 3 cleim 13 made or suit 13 brought. against the insured, heﬁ

or the companits every demang

", seonsing and piving evidence,

" insured after actual trial or by written
_claimant and the companies.

cess recdived by him'or his representative.

. ACTION AGAIHNST COMPANIES — Coverages A
- attion shall lic against the companies or any of them unle
- dition precedent thereto, the insured shall have fully complied. with ail
- the tegms of this policy, nor until the amount of the insured's obligation

to pay shall have been finally determined either by judgment against the-
the insured, the

¥ S

notice, su

“ASSISTANCE AND COOPERATION OF THE INSURED The
wred shaft cooperate with the companies and, upon the companics
request, uttend heariogs and trials and assist in making settlements,
obtaining the attendance of witnesses and
in the conduct ot any légal proceedings in connection with the subjex
‘. matter of this insurance. The insured shall not, except at
. make any payment, assume any olligation or
Wt - ey . R .

. @,
L3 it

agreement of

- Any perion or organization or the legal representative ther
agteement shall thereafter be

has sccured such judgment or written

_ heteunder. . .

equity unless all the requirement

" plied with and inless commenced

esulting in such pioperty damage
A opery o

INSURED'S DUTIES WHEN LOSS

9

-“stating the knowledge and belicf of th

b CONLER of, - ingurance, . ‘
- ;

hether.

ACTION AGAINST COMPANIES - Covarage B No suit ¢
= on this -policy fot the recovery of any claim for property Jamage t
.which Coverage B ‘applies shail be sustainable in any court of law o
this policy. shall have been com

In the event of property damage to whi
sured shall furnish-a completé inventory of .the pre

“to the companics a proof of loss, signed and swoin 1o hr
)

1 e N
Uyt

v

cars after, th
y Y

oceuss™.
ch. Caverage' R a

e insured as to |

pplies, the in-
ety damage x

Teach. itemy of pro

in

his own, cost;;
nCur any expense
e ),

¥ S
and . €-No'
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cof who

entitiedd to recover under this policy to the extent of the insurance :
aifordest by this pulicy. No person or organization shall have any right
under this policy 1o jvin the companics or any of them as partics 10 any
- action against the msured to determine the insured's liability, nor shall
. 3he companies ur any of them be impleaded by the insured of his legal
- representative. Rankruptey or insolvency of the insured or of the in-
sured's estate shall not relieve the companies of any of lhcir_uhlig:tinm

ot action

;" daimed, showing in detai the amount thereof; Within fimiy-one days ol the companics.
after the occurrence resulting”in such property. lamage. sunless. nich. ‘lsﬁé}iggﬁuﬁ?
time is, extended in writing by the companies, the insured shall render & R

the insured,;
e following:
identification-of such occurrence; the interest. of “the . insured in ‘the
“propenty destroyed or damaged: and the amount, isf’ )
“erty dimage claimed; alf enrumbr:ncc‘:‘nn‘nn’l| property; and all other X

ali . not ing d such

A e
¢ the pronf of lots &
3 tions and schedutes ia all policies. Upon the companies’, request,
Tinsured shall fuenish vcriﬁmr Mans and. specifications of any suc
Vhe insiteid, as often as may he reasonably required, shal! ex
srson‘desicnated by the companies any ot such property
.nium'un_‘{cr oath by -any person’ named by. the;
nies amd subscribe the saine; and, as often as.may be reasonably ;47
shall produce for examination alt hooks of neeount,” records,
aices and other vauchers, or certified copics thereof if originals-
Sihor fost bt such reasonable time and place as may be designated by the
companies ne theie epresentati it © ! ics

PPRAISAL — Coverage B In case the insured and the companics
11 fiil to agree as to the amount of property damage, then, on the
owritten demand cf either, each shall select a competent and disinterested
“appeaiser and notify the other of the appraiser sclected within twenty
diys of such demand. The appraisers shall first select a competent and
> disinterested -umpire and, faiting for fifteen days 10 agrec upon suchs
mpire, then, on request of the insured or the companics, suc umpire
i shall-be sclected by a judge of a court of record in the state in which
the property is located. The appraisers shall then appraise each item of
property damage -and, failing to agree, shall submit theie differences
onlyto the umpire.- An award in writing, so itemized, of any-two
filed with the companies shall detcrmine the amount of pm‘;‘»cnx
thi

I when {
Sdamage. Each appraiser shall be paid by the party selecting him an

)

‘expenses of the appraisal and umpire shall be paid by'the artics
equally. The companics shall not be held to have waived any o their
tights by any act relating to appraisal, inuci {tat & 0 AN

*E?f;"‘-‘ Y fe PR CEo Y o
1] t of any payment under this policy, th
ompanies shall J to all the i d's rights of recovery -’
herefor against any person or organization, and the insured shall ex-
%«uléﬁnnd deliver instruments and papers and do whatever “else is
Pnecessary fo secure such rights, Priot to knowledge of bodily injury ot .
vtuperty damage caused by the nauclear energy hazard the insured may
ive in"writing -any right of recovery against dny person or organiza
ut after such knowledge the insured shall not ynive or.otherwise
Coa' SR L &

Y

o prejudice any such right of tecovery. AN NG
5 HThe “companics hereby waive any rights of - subrogation acquire

“against : * United States of America or any of its agencies by reason of
ny’ payment under this policy. = * & U D eEh
he companits do not relinquish, by the foregoing provisions, ‘any
ight to restitution from the insured out of any recoveries made by the”
nsurcd .on_account of a lass covered by this policy of any amounts to -
“which the companies would be entitled had such. provisions, or any of
N been included in this policy. i DR “
& R . RO
OTHER INSURANCE I the insurance afflorded by’ ]
ifZexpense s concurrent ‘with insurance afforded for such’ loss of ex:
wnse by a Nucleas Encrgy Liability Policy (Facility Form):.issued, to
¢ named insured by R
einafter called “concurrent i ies shall not be

e,” the comp

liable under this policy. for a greater proportion of such loss or expense
han the limit of liability stated in the declarations of this policy bears ;
he sum of such limit uml the fi in the declara

it of Iiabil_:%y  stated

of such concurrent puilicy.5 e ‘%«ggﬁﬁg&«&:’ﬁ
“the insured _has other valid ‘and. collectibleinsu nce (other. than’y
such- concurrent insutance or sny ather nucleat energy liability insutanc
issued by the companies or’ : LT
ZH2 i any person of ofganization) applicable to loss or expense covered
his palicy, the insumnce afforded by this policy shall be excess in
twe avee such other insurance; provided, with respect to any person
whois nut employed at and in connection with the facility, such. insur.
ance-as"is-affotded by this policy for bodily injury to an.employee ol
tinsured arising ‘out of and in the course of his. employment shall be
X er. such othet: insurance TSR
D e ;

i

Ry

*QWCHAN.G!S Notice to 'iny agent or knowledge: possess

%91' hy, any other person shail not effect & waiver of o change pare

“this policy of éstop the companies from asserting any right under the:

*of thig - policy; ‘nor-shall the terms of . 2 policy, ’

npesl, -except. by edorsement issued to_form” )
4 s Ehab B

by
e

ASSIGNMENT Assipnment of interest nm

bind the companics until their consent is endorsed he

heihamed insured shall di ot be declated bankeupt

Policy shall’cover such’ insured's legal represeniative, receive
ninsurcd under this policy, hut only, with tespect to his lia
Zand then only provided writteny notice of - his a t

£9% AT I £ i b T 2igREe DA Bmiy




S o TSSO g i e e

1!

“Hission written notice statin

16

e e N A i

representative, teceiver of trustee is given to the companies within ten
days after such appointment,

NCELATION This policy may be canceled by the named insured by

ling to the companies and the United States Atomic Energy Com.
when, not less than thirty days thereafter,
such cancelation shalf be effective. This policy may be canceled by the
companies by mailing to the named insured at the address shown in this
policy #nd to the United States Atomic Energy Commission written notice
stating when. not less than ninety days thereafter, such cancelation shall
be effective; provided in the event of non.payment of premium or if
the operator of the facility, as designated in the declarations, is replaced
by another person or organization, this policy may be canceled by the
companies by mailing to the named insured at the address shown in
this policy and to the United States Atomic Energy Commission written
notice stating when, not less than thirty days therealter, such cancela.
tion shall be effective. The mailing of notice as aforesaid shall be
sufficient proof of notice. The effective date and hour of cancelation
stated in the notice shall become the end of the policy period. Delivery
of such written notice either by the named insured or by the companies
shall be equivalent to mailing.

Upon termination of cancelation of this policy, other than as of the
end of December 31 in sny year, the carned premium for the period
this policy has been in force since the preceding December 31 shall be
computed in accordance with the following provisions:

(a) if this policy is terminated, Funumt to Condition 3, by reason of
the exhaustion of the limit of the companies’ liability all premium
therctofore paid or payable shall be fully carned;

(b) if the named insured cancels, the eatned premium for such period
shall be computed in accordance with the customary annual short
rate table and procedure, provided if the named insured cancels
after knowledge of bodily injury or pmgeny damage caused by the
nuclear energy hazard, all premiums theretofore paid or payable
shall be fully earned; - '

il the companics cancel, the earned premium for such period shall
be computed pro mta,

Premium adjustment, if any, may be made either at the time cancelation
is effccted or as soon as practicable after cancelation becomes eflective,
but payment or tender of uncarned premium is not a condition of
cancelation. :

)

COMPANY REPRESENTATION

{(a) Any notice, sworn statement or proof of loss which may be re-
quired by the provisions of this policy may be given to any one
of the companics, and such notice, statement or proof of loss so
given shall be valicjl and binding as to all companies.

In Wrrvess WHEREOP, each of the subscribing companies has caused this policy to be executed and attested 00 its behali by the v emmsem e

of and Quly

/

(b) In any action or suit against the companics, service of process may
be made on any one of them, and such service shall be deemed
valid and binding scrvice on all companics.

() is the agent of
the companies with respect to all matters pertaining to this insus-
ance. All notices or other communications required by this policy
 be given to the companies may be given to such agent, at its
othce at : with the same
force and eflect as if given diccctly to the companies. Any requests,
demands or agreements made by such agent shall be deemed 0
have beea made directly by the companics,

AUTHORIZATION OR NAMED INSURED Except with respect to
compliance with the obligations imposed on the insured by Coaditions
3, 6, 7, 8,9, 10 and 11 of this policy, the named insured is authorizéd
to act for every other insurcd in all matters pertaining to this insurance.

CHANGES N SUDSCRIDING COMPANIES AND IN THEIR
PROPORTIONATE LIABILITY By acceptance of this policy the named
insured agrees that the members of

liable under this policy, and the proportionate liability of
cach such member, may change from ycar to year, and further agrees
that regardiess of such changes:

17

18

(1) each company subscribing this policy upon its issuance shall be °

tiable only for its stated proportion of any obligation assumed or
expense incurred under this policy because of bodily injury of
property damage caused, during the period {rom the effective date
of this policy-to the close of D«cmg:r 31 next following, by the
nuclear energy hazard; for cach subsequent calendar year, begin.
ning January 1 next following the effective date of this policy, the
subscribing companics and the proportionate liability of each such
company shall be stated in an endorsement issued to form a pant
of this policy. dutv evecuted and strested by the
of on behatt ot
~ach such company, and mailed or delivered to the named insured;

this pulicy snall remain continuously in effect from the effective
date stated in the declarations until terminated in accordance with
Condition ) or Condition 13;

neither the liability of any compaiy nor the limit of liability stated
in the declarations shall be cumulative from yeas to year,

(2

(3)

DECLARATIONS By acceptance of this policy the named-insured agirss
that the statements in the declarations are the agreements and repre
sentations of the named insured, that this policy is issued in retizice
upon the truth of such cepresentations and that this palicy embodiny !l
agfeements between the named insured and the companies ot any of
their agents relating to this insurance.

d on the declarstiont page by an autherized cepresenttive.

For the subsceibing companies

By —
SUDSCRIDING COMPANIES PROPORNRTION OF 100°%
Appendix "A" to
- 14 -
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Nuclear Encrgy Liability Policy No.
(Facility Form)

DECLARATIONS o
" )
Item 1. Named Insured
Address (No. Street Town ot City State)
Item 2. Policy Petiod: Beginning at 12:01 A.M. on the day of. 19

the effective date of the cancelation or termination of this policy, standard time at the address of the named insured as stated herein.

Ttem 3. Description of the Facility:

Location

and continuing through
.

Type

The Operator of the facility is

frem 4. The {imit of the companies” liability is §

subject to afl the tarms of this policy having reference thereto.

ftem 5. Advance Premium §.

Item 6. These declarations and the schedules !oming'n part hereof give a complete description of the facility, insofat as it relates to the nuclear
energy hazard, except as noted,

)

Date of Issue

. 19 Countersigned by .
Authorized Representative
Appendix "A" to
- 15 - Encloéosure B
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> NUCLEAR ENERGY LIABILITY POLICY (FACILITY FORM)

AMENDMENT OF TRANSPORTATION COVERAGE
(Indemnified Nuclear Facility)

It is agrced that the definition of “insured shipment” in Insuring Agreement 11 is amended to read:

“insured shipment” means a shipment of source material, special nuclear material, spent fuel or waste, hercin called “"material,” (1) to the facility
from any location except an indemnified nuclear facility, but only if the transportation of the material is not by predetermination to be interrupted
by removal of the material from a transporting conveyance for any purpase other than the continuation of its transporeation, or (2) from the

facility to any other location, but only until the material is temoved from a transporting conveyanc}‘: for any purpose nther than the continvation
of its transportation.”

Effective Date of :
this Endor To form a part of Policy No

Issued to
Date of Issue
For the Subscribing Companies
, s .
By : ’ '
End No.

Cauatersigned by

Appendix "A" to
- 16 Enclosure B
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ENCLOSURE "C"

ATOMIC ENERGY COMMISSION
/I0 CFR Part 140/

FINANCIAL PROTECTION REQUIREMENTS AND INDEMNITY AGREEMENTS

The following proposed amendments are intended to establish
the form of indemnity agreement wﬁich the Commissioﬁ would execute
with licensees furnishing insurance policies as proof of financial
protection (Appendix "B"); and to establish the form of indemnity
agreement which the Commisslon would enter into with licensees
furnishing proof of financial protection in the form of the
licensee's resources (Appendix "C"). The forms of indemnity -
agreement which the Commission will enter into with non- '
educatio 1nst1€utég¢:nd federal government agencies are in
preparafion.

The revised proposed form of indemnlty agreement contained
in Appendix "B" will be entered into by the Commission with
licensees who furnish proof of financial protection in the form

) ) ,,Ij,uw\ 'df, 7'5' )
of the insurance policy in Appendix "Af olosure—B!l. The

- principal changes in this form of indemnity agreement as compared

A

with that published for public comment on August 28, 1958 and
May 1, 1959 include the following:

1. The new form or‘indemnity agreement includes common
occurrence provisions (Article‘I, par. 3; Article II, par. 7;
Article III, par, 4) which are similar to the common occurrence

'proviaions in the NELIA and MAELU insurance policy (Appendix "At

/44’ 67/-'.1'» "/0- 73/ ' »

). Inclusion of the common occurrence provision
in the indemnity agreement goes far towards eliminating a gap in
protection which might otherwise exist.

- 17 - .Enclosure "c"
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The common occurrence provisions in the indemnity agreement

do not fully eliminate the gap in coverage which may result from

a "common occurrence.” A remailning possible gap is due to the

fact that, although the Commission's obligations under the common
occurrence provisions begin at an amount equal to the sum of all
applicabie insurance required under the regﬁlations or $60,000,000,
whichever 1is lower, NELIA and MAELU limit their responsibility to
the. capacity of their respective pools; that 13, if all of the
insurance pollcles applicable to the common occurrence are 1Bsued
by one of the syndicates, the obligation of the insurers would not
exceed the capacit& of . the particular syndicale ($P6,500,OOO in

the case of NELIA or $13,500,000 in the case ¢f MAELU).

2, Provisions are included (Article I, par. 4(c)) to protect
against double coverage in the event a nuclear incident occurs 15
transportation of nuclear material between two indemnified licensed
faci;ities. Under these provisions, the shipper's agreement‘

would be applicable and the consigneetl's agreement would not be
applicable.

Parenthetically 1t may be noted that a principal purpose of

provisions covering transportation "to the~loca§ion" is to cover
shipments of nuclear fuel directly from a fuel element fabricator's

plant to the site of the reactor in which the elements will be used
as fuel.

3. Licensees furnishing proof of financial protection in the
form of their own resources are required "to indemnify and hold

harmless all persons indemnified as their interest may appear from

public iiability . . ." This obligation includes cqverage of

liability for dambgé to on-site property, Because the form of

NELIA - MAELU policy does not cover such liability, the indemnity
agfeement requires 1icenséea furnishing the policies aé financial
protection to indemnify any person against liability for damage
to on-site property (Article II, par. 2(b)).n

( om aprt1 8, 1959 e Comtssion recomended £ the Bicreed that

the indemnity provisions of the Atomic Enorgy Act of 195h (Section 170)

overage of liability for

Jjgo to so onlled




4., Under the Atomic Energy Act of 1954, as amended, the

Commission is required to indemnify against damage to property of
persons indemnified, provided that such property 1a covered under
the terms of the financial protection and is.not located at the
site of, and used in connection with, the activity vhere the
nuclear incident occurs. The financial protection wrovided by the
NELIA - MAELU Policy form covers damage to property of persons
indemnified only if the property 1s away from the site. The form
of indemnity agreement in Appendix "B" has been clarified to
exclude coverage of damage to on-site property of pefsons liable
for the nuclear incident (Article III, par. 2).

5. A provision has been added to the inCemnity agreement
(Paragraph b, of Item 2 of the Attachment therzto) vader which the
Commission would f£ill a "gap" between the financial protectiop and

_ the Commission's indemnity obligation, which‘results from payments
made by the insurers under a nuclear energy liabllity 1nsurénce
policy. The provision includes a "floor", so that the Commission
obligation under this provision would not go below $1 million. In
the event that the licensee does not obtain reinsta“ement of the
amount of financial protection within ninety days after the date of
a payment under the policy; a provision has been added under which
the Ccmmission may 1issue an order requiring the licensee to furnish
financial protection in another form (Article II, par. 2(a)).

The changes described above with respect to Appendix "B",
have been incorporated, as apbropriate, in Appendix "C".

Notice 1is heréby given that the Commission 1s considering
adoption of the following amendments. All 1nterested persons who
desire to submit written comments and suggestions ror consideration
in connection with the proposed amendments should send them to
the United States Atomic Energy Commission, Washington 25, D. C.,
Attention: Director, Division of Licensing and Regulation, within

- 19 - - Enclosure "C"
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sixty days after publication of this notice in the Federal

Register, Comments received after that period will be considered
if 1t is practicable to do so, but assurance of consideration can

not be given except as to éomments sent to the Director within the
period specifiled.

1. Amend Section 140.20 (b) to read as- follows:

) ‘ (1) The general form of indemnity agreement to be
éhtered into by the Commission with 1icensees'whq furnish -
financial protection in the form of the nuclear energy liabllity
insurance policy set forth in Appendix "A" 18 contalned in
Appendix "B". The general form of indemnity egreement to be
entered into by the Commission with licensees who furnish financial
protection 3n the form specified in Section 140.14 (a) (2) is set
forth in Appendix "C". )

(2) The form of indemnity agreement to be entered into
by the Commission with any partiéular licensee under this part
shall contain such modifications of fhe~applicablé form in
Appendices "B" and “C", as are provided for in applicable |
licenses, regulations or orders of the Commission.

(3) Each licensee who has executed an indemnity agreement
under this part shall enter into such agreements amending such

indemnity agreement as are required by applicable licenses,

regulations or orders of the Commission.

2. The following Appendix "B". is added:

- 20 - Fnelosure "C"




APPENDIX "B" m@g'%mw"

This indemnity agreement # is entered into

by and between the

(hereinafter referred to as the "licensee") and the United States
Atomlc Energy Commission (hereinafter referred to as the
"Commission") pursuant to subsection 170 ¢. of the Atomic Energy
Act of 1954, as amended, (hereinafter referred to as "the Act").

ARTICLE I
As used in this agreement,

"o,

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

" and "special nuclear

"financial protection," "source material,
material" shall have the meanings given them in the Atomic Energy
Act 'of 1954, as amended, and the regulations issued by the
Commission;

2. "Amourt of financial protection” means the amount
specified in Item 2 of the Attachment annexed.hereto.

3. (a) "Nuclear incident” means any occurrence or serles 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 proberties of - the radioactive material.

(b) Any occurrence or serles of occurrences causing bodily
1nJury; 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 ' .

' 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 radiocactive materiai"
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in any other. agreement or agreements entered into by

the Commission under subsection 170 c. of the Act ahd
80 dischafged or dispersed from "the location” as
derinedlin any such other agreement, or

the radibactive material in the course of transporta-

tion and also arising out of such properties of other

material defined in any other agreement entered into

by the Commisslon pursuant to subsection 170 c¢. of the
Act as "the radioactive material" and which is in the

course of tfansportation

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

shall be deemed to constitute a single nuclear incident.

4, "In the course of transportation” means in the course of

transportation within the United States, including handling or

temporary storage incldental thereto, of the radliocactive material

to the locatlon or from the location provided that:

(a) with respect to transportation of the radiocactive

()

(e)

material to the location, such transportation is not

"by pre-determination to be interrupted by the removal.

of the material from the transporting conveyance for

- any purpose other than the continuation of such

transportation to the location or temporary storage
incidental thereto;

the transportation of the radioactive material from
the location shall be deemed to end when the
radiocactive material 1s removed from the transporting
conveyance for any purpose other than the continuation
of transportation or temporary storage incidental
thereto; ' .

"in the course of transportation” as used in this
agreement shall not include trnnsportétion of the

radioactive material to the location if the material

‘Appendix "B" to
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1s also "in the course of transportation" from any

other "location" as defined in any other agreement
entered into by theICOmmiesion pursuant to subsection
170 c. of the Act,

5. "Person indemnified" means the licensee and any other
persbﬂ who may be liable for public liability. ' '

_ 6. "Public 1iability" means anj legal liability arising out
of or resulting from a nuclear incident, except (1) claims under
state or Federal Workmen's Compensation Acts of employees of
persons indemnified who are employed at the_location and in
connection with the licensee's possession, use or hransfer of the
radioactive material; and (2) claims arising out of an act of war.

| 7. "The location" means the location described in Item 4
of the Attachment hereto.

8. "The radioactive material” means source, special nuclear,
and byproduct material which (1) 18 used or to be used in, or
irradiated by the nuclear reactor or reactors subject to the
license or licenses designated in the Attachment hereto, or (2) .
which is produced as the result of operation of said reactor(s).

| 9. "United States" when used in a geographical sense includes
all Territories and possessions of the United States, the Canal

Zone and Puerto Rico.

ARTICIE II

1. At all times during the term of the license or licenses
designated in Item'3 of the Attachment hgreto, the licensee will
maintain financlal protection in the amount specified in Item 2 of
the Attachment and in the form of the nuclear enérgy lidbility
insurance policy designated in the Attachménb. If more than one
license 18 designated in Item 3 of the Attachment, the licensee
agrees to maintain such financial protection until the end of the
term of that license which will be the last to expire. The
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licensee shall, notwithstanding the expiration, termination,
modi:ication, amendment, suspension or revocation of any license
or licenses designated in Item 3 of the Attachment, maintaln such.
financia; protection in effect until all'the radioactive material
has been remdved from the location and transportation of the
radiocactive material from the locatiop has been completed as
provided in paragraph 4, Article I, or until the Commission
autherizes the termination or the modification of such filnancial
protection, The Commission will not unreasonably withhold such
authorization,

2. (a) Upon the occurrence of any event which reduces the
limit of 11ab111ty'prov1ded under the sald policy, the licensee
will promptly apply to his insurers for reinstatement of the
amount specified in Iteﬁ 2 of the Attachment (without reference to
paragraph b. of Item 2) and will make all reasonable efforts to
obtain such reinstatement. In the event that the licensee has not
obtained reinstatement of such amount within ninety days after the
date of such reduction, the Commission may 1ssue an order requiring
the licensee to furnish financlal protection for such amount in

another form.

(v) The licensee undertakes and agrees to 1ndemn;é& and
hold harmless all persons indemnified, as thelr interest mgy
appear, from public 1iability for damage to property which is at
the location, ' ‘

3. The licensee agrees that;it will hold the United States
and the Commission harmless from any damages resulting from the use
or possession of speclal nuclear material by the licensee.

4. The obligations of the licensee under paragraphs 2 (b) -
and 3 of this Article, together with any publioc liability satisfied
by the insurers under the policy or policies designated in the

Attachment hereto, shall not in the aggregate exceed the amount

Appendix "B" to
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.sum of such amount and the amounts speéified in Item 2 of the 1

of financlal protectlon with respect to any nuclear incident,

including the reasonable costs of 1hvestigg§1ng and settling claims
and defending suits for damage.

| 5. The obligations of the licenseec under paragraphs 2 (b)
and 3 of this Arﬁicle shall apply onl& with respect to nuclear
incidents occurring durihg the term of the license designated in
Item 3 of the Attachment., If more than one license is designated
in Item 3 of fhe Attachment, the obligations of the licensee under
paragraphs 2 (b) and 3 of this Article shall apply only with
respect to nuclear incidents occurring prior to the end of the’
term of that license which 1s the last to explire, The obligations
of the licensee under paragraphs 2 (b) and 3 of this Article : A
shall not épply with respect to nuclear incidents oﬁcurring prioxr
to the effective date of this agreement as specified in the

Attachment.

6. Upon thre expiratiqn or revocation of any license
designated in Item 3 of the Attachmeﬁt, the Commission will enter
into an appropriate amendment of this agreément with the licensese
reducing the amount of financial protection required under this -
Article; provided, that the licensee is then entitled to a reduc-
tion in the amount of financial protection under applicable
Commisslon regulations and orders,

7. With respect to a common ocecurrence, if the sum of the

Gt Mt

amounts specifled in Item 2 of the Attachment hereto and the o

Attachments annexed to all other applicable agreements exceeds

Ao e i

$60,000,000, the‘obligations of the licensee under this agreement

shall not excced a greatér proportion of $60,000,000 than the
amount specifled in Item 2 of the Attachment hereﬁd bears to the

Attachments annexed to all other applicable agreements, As used

in this paragraph, and subparagraph 4 (b), Article III, "other
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applicable agreements" means each other agreement entered into by
the Commission pursuant to subsection 170 ¢, of the Act in which
agreement the nuclear incident is defined as a ''common |

occurrence,"

8. The obligations of the licensee'under this Article shall

not be affected by any fallure or default on the part'of the

Commission or the Government of the United States to fulfill any
or all of 1ts obligations gnder this agréement. Bankruptey or
insolvency of any perséh indemnifled other than the licensee, or
the estate of any person indemnified other than the licensee,

shall not relieve the licensee of any of his obligniions hereunder;

ARTICIE IIX
Y. The Cébm;ssion undertakés 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 1incident to
propert& of any person legally liable for the nuclear iﬁciﬁant,
other than property which 1s located at the location, the

‘Commiss;on agrees to pay to such person those sums which the

Commisslon would have obligated to pay under this,agreement if
such property had belonged to another; The obligation of the
Commission under this paragraph 2 does not apply to property
damage due to neglect of the peréon indemnified to use all
reasonable means to save and presefve the prépert& after knowledge
of a nuclear incident.

3. The Commission agrees to indemnify and hold harmless the
i;éenaée, and other persons indemnified as theiriinterest may
appear, from ghe reasonable costs of 1hvestigat1ng, settling and
defending claims for public liability. '

4, (a) The obligations of the Commission under this Article
shall apply only with respect to such publig liability, such

Appendix "B" to
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damage to property of persons legally liable for the nuclear

iricident, and such reasonable costs deacribed.in paragraph 3 of
this Article as in the aggregate exceed the émount of financial
protection;

(b) With respect to a common occurrence, the obligations
of the Commission under this Article shall apply only with respect
to such publiec liability, such damage to property of persons
legally liable .for the nuclear incident, and to such reasonable
costs described in paragraph 3 of this Article, as in the aggregate
exceed whichever of the following 1s lower: (l) the sum of the
amounts specified in Item 2 of the Attachment haretc and the
Attachments aﬁnexed to all other applicable agreements; or (2)

. $60,000,000. - | |

5..The obligations of the Commisslon under this Artigle shall
apply only with respect to nuclear incidents. occurring during the
term of the license designated in Item 3 of the Attachment. If
more than one license 1s designated in Item 3 of the Attachment
the obligatiéns of the Commission under this Article shall apply
only with respect to nuclear incidents occurring prior to the
end of the term of that license which 1s the last to expire. The
obligations of the Commission under this Afticle shall not apply
with respect £o nuclear incidents occurring prior to the effective
date of this agreement as specified in the Attachment.

6. The obligations of the Commissiqn under this and all
other agreements and contracts to which the Commission is a party
shall not in thé aggregate exceed $500,0Q0,000 with respect to any
nuclear incident.

T. The oblig#@ions of the Commission under this Artiéle,
except to éhe licensee for damage to property of the licensee,
shall not be affected by any fallure on the part of the licensee
to fulfill 1ts obiigations under this agreement. Bankruptcy or
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insolvency of the licensee or any other person indemnified or of
the estate of the licensee or any other person indemnified shall

not relileve the Commiséion-of~any of 1ts obligations hereunder.

ARTICIE IV _
1. When the Commission determines that the United States will
probably be required to make 1ndemn;ty payments under the
provisions of this agreement, the Commission shall have the right

to collaborate with the licensee and other persons indemnifiod in

the settlement and defense of any claim and shall have the right
(a) to require the prior approval of the Commission for the
settlement or payment of any claim asserted agdinsu the licensee or
ofher person indemnified for public liability or damage to property
of persons legally liable for the nuclear 1ncidént which claim the
1icensee or the Commission may be required to 1ndemniry under this
agreement; and (b) to appear through the Attorney General of the
United States on behalf o( the licensee or other person
indemnified, take charge qf such action and scttle or defend any
such action., If the settlement or defegse of any such action or
claim 1s undertaken by thé Commission, the licgnsee shall furnish
all‘reasonable assistance in effecting a settlement or asserting
a defense, \

2. Neithgr this agreement nor any interest therein nor claim

thereunder may be assigned or transferred without the approval of

the Commission,

» ARTICIE V
Tﬁe parties agree that they will enter into appropriate
amendments of thils agreement to the extent that such amendments
are required pursuant to the Atomic Energy Act of 1954, as amended,

or 1icenses, regulations or orders of the Commission.
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ARTICLE VI _
The licensee agrees to pay to the Commission such fees as

are established by the Commission pursuant to regulation or order.

o
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Item 1,

UNITED STATES ATOMIC ENERGY COMMISSION

Indemnity Agreement No..
ATTACHMENT -

Licensee

Address ‘

Item 2.a.Amount of Financial Protection

Item 3.
Item 4,

Item 5.

b.With respect to any nuclear incident, the amount

specified in this Item 2 of this Attachment shall be

deemed to be reduced to the extent that any payment made

' by the 1n3urer or insurers under a policy or policies

specified in Item 5 of this Attachment'reduces the
aggregato amount of such insurance policies below -

$ ; provided that (1) the amount specified in this
item shall in no event be deemed to be reduced to less

than $1 million; and (2) the amount specified in this

" item shall not be deemed to be reduced to an amount less

than the aggregate amount of insurance available for such
nuclear incident under 2ll policles specified in Item 5
of this Attachment,

License Number or Numbers

Location

Insurance Policy No.(s)

The Indemnity Agreement designated above, of which this
Attachment 1s a part, 1s effective as of M.,

on the day of , 19 , and shall .
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continue until the effective date of the expiratibn or

termination of the agreement pursuant to the Atomie
Energy Act of 1954, as amended, and applicable
\

regulations or orders of the Commission,

FOR’&HE UNITED STATES ATOMIC ENERGY COMMISSION
By \

FOR THE

(Name of Ilcensee)

By

‘Dated at Germantown, Maryland

the day of , 19 .

3. The following Appendix "C" is added:
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APPENDIX "C" 1) ENALOSUREAAN

This indemnity agreement # 1s entered into by

and between the

(hereinafter referred to as the "licensee") and the Unlted States
Atomic Energy Commission (hereinafter referred to as the
"Commission") pursuant to subsection 170 c. of the Atomic Energy

Act of 1954, as amended, (hereinafter referred to as 'the Act"),

ARTICLE Y
As used in this agreement,
1. "Nuclear reactor,” "byproduct méterial," "person, "
"financial protection," "source material," and "speclal nuclear
material” shall have the meanings given them in the Atomic Energy

Act of 1954, as amended, and the regulations 1ssued by the

Commission;

2. "Amount of financial protection” means the amount
specified in Item 2 of the Attachment annexed hereto;

3. (a) "Nuclear incident" means any occurrence or series
of occurrences at the loéation’or in the course of transportation
causing bodily injury, sickness, dlsease, or death, or loss of
or damage to property, or loss of use of property, arising out
of or resulting from the radioéctive, toxic, explosive, or other
hazardous properties of the radioactive material.

(b),Any occurreﬁce or series of occurrences causing
bodily 1hJury, sickness, disease or death, or loss of or damage
to prgperty, or loss of use of property, arising out of or
resulting from the radloactive, toxic, explosive or other
hazardous properties of

1. the radiocactive maferigl discharged or dispersed from

the location over a period of days, weéks, months

Appendix "C" to
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or longer and'also arising out of such properties of

other material defined as "the radloactive material”
in any other agreement or agreements entered into by
the Commisslon under subsection 170 c. of the Act and
so discharged or dispersed from "the location" as
defined in any such other agreement, or

the radioactivé material in the course.of transporta- "
tion and also arising out of such properties of other
materlial defined 1n.any other agreement entered into
by the Commission pursuant to subsection 170 ¢. of

the Act a3 "the radioactive material” and which 1s 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, "In the course of transportation" means in the course

of transportation within the Unlted States, including handling

or temporary storage 1ncidental thereto, of the radloactive

material to the locatlon or from the. location provided that:

(a)

(b)

with respect to transportation of the radioactive
material to the location, such transportation is not
by pre-determinatioh to be interrupted by the removal °
of the material from the transporting conveyance for
any purpose other than the continuation of such trans-
pdrtation'to the location or temporary storage inci-
dental thereto;

the transportation of the radioactive material from the
location shali be deemed to end when the radloactive
material 1s removed from the transpprting conveyance
for ény purpose other than the continuation of
transportation or temporary storage incidental thereto;
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(¢) "in the course of transportation” as used in this

agreement shall not include transportation of the
radiocactive material to the location 1f'the material -
is also "in the course of transportation" from any
other "location" as defined in any other agreement
entered into by the COmmiésion pursuant to subsection
170 ¢, of the Act,

] 5. "Person indemnified" means the 1icensee and any other

person who may be liable for public liability.

6. "Public l1lability" means any legal 1liability arising out
of or resulting from a nuclear incident, except (1) claims under
state or Federal Workmen's Compensation‘Acts of employees of '
persons indemnified who are emplbyed at'the location and in
connection with the licensee's possession, use or transfef of
the radioactive material; and (2) claims arising out of ‘an

act of war,

\

7. "The location" means the location described in Item 4
of the Attachment hereto.

8. "The radioactive material" means source, speclal nuclear,
and byproduct»material which (1) 18 used or to be used in, or
irradiated by, the nuclear reactor or reactors subject to the

license or llcenses designated 1n'the Attachment hereto, or (2)

which 18 produced as the result of operation of saild reactor(s).

9. "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. The licenéee undertakes and agrees to 1ndemn1fy and hold
hafmless all persons indemnified, as their interest may appear,

from public liability,
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2, With respect to damage caused by a nuclear incident to

property of any person legally liable for the incident, the

" licensee agrees to pay to such person those sums which such

person would have been obligated to pay 1f such property had
belonged to another; provided, that the obligation of the
licenéee under this paragraph 2 does not apply with respect to:
(a) Property which is located at the location and
used in connection with the licensee's
possession, use orltransfer-of the radiocactive
materilal; _
(b) Property démage due to neglect of the person
Indemnifled to use all reaéonable m2ans to save
and preserve the property after knowledge of a
nucleaf incident.

3. The llcensgee agrees that 1t will hold the United States.
and the Commission harmless from any damages-resulting from the
use or possession of special nuclear materiallby‘the licensee,

L, The obligations of the licensee under paragraphs 1, 2, and
3 of this Article shall not in the aggregate exceed the amount
of financial protection with respect to any nuclear incident,
including the reasonable costs of 1Qvestigating and settling
claims and defending suiés for damage.

5. The obligations of the licensee undef paragraphs 1,>2,
and 3 of this Article shall apply only wilth respect to nuclear
incidents occurring during the term of the license designated in
Item 3 of the Attachﬁent. If more than one licénse is designated
in Item 3 of the Attachment, the obligations of the licensee
under paragraphs 1} 2, and 3 éf this Article shall apply only
with respect to nuclear incidents occurring prior to the «nd of

the term of that license which 1s the last to expiré. The
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obligatiobs of the licensee under paragraphs 1, 2, and 3 of this
Article shall not apply with recpect to nuclear incidents
occurring prior to the efredtive date of this agreement as
specifled in the Attachment.

‘ 6. Gpon the expiration or revocatlon of any license
designated in Item 3 of the Attachment, the Commission will
enter “‘nto an appropriate amendment of this agreement with the
licensee reducing the ahount of financial protection requlred
under this Article; provided, that the licensee is then entitled
to a reduction in the amount of financial protectlon under
applicable Commission regulations and ordera.

7. With respect to a common occurrence,; if the sum of the
amounﬁs specified in Item 2 of the Attachment hereto and the
Attachments annexed to -all other applicable agreements exceeds
$60,000,000; the cbligations of the licensee under this agreement
shall not exceed a greater proportion of $60,000,000 than the
amount specified in Item 2 of_the Attachment'hereto bears to |
the sum of‘such amount and the amounts specified in Item 2 of
the Attachments annexed to all other applicable agreenents.

As used 1in this paragraph, and in subparagraph 4 (b), Article
IITI, "other applicable agreements" means each othef agreement
entered into by the Commission pursuant to subsection 170 c¢. of
the Act in which agreement the nuclear 1incident 18 defined as a
"eommon occurrence”.

8. The obligations of the licensee under this Article
shall not be affected by any failure or default on the part of
the Commlssion or the Government of the‘Uniéed States to fulfill
any or all of its obligations under this agreement. Bankruptcy
or insolvency of any person indemnified other than the licensee,
or the estate of any person indemnified other than the licensee,
shall not relieve the licensee of any of his ob;igations
hereunder.
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ARTICLE I1I

1. The Commission undertakes and agrees to indemnify and
hold harmless the licensee and other persons indemnified, as
their interest may appear, from public 1lilability.

2. With respect to damage caused by a nuclear incident to
property of‘ény person 1egally liable, for the nuclear incident,
other than property which 1s located at the location and used
1h connection with the licensee's possession, use or transfer

of the radioactive material, the Commission agrees to pay to

 such person those sums which the Commission would have been

obligated to pay under this agreement i1f such property had
belonged to another, The obligation of the Commission under
this pgragraph 2 does not apply to property damage'due to
neglect of the person ipdemnified to use all'reasonable means
to save and preserve the property after knowledge of a nuclear
incident.

3. The Commission agrees to indemnify and hold harmless the
licensee, énd other persons indemnified as their interest may
appear, Irom the reasonable costs of'invegtigating, settling
and defending claims for public liability. .

b4, (a) The obligations of the Commission under this Article
shéll apply only with respect to such public l1iability, such
damage to property.or persons legally liabie'for the nuclear
incident, and such reasocnable dosts described in paragraph 3
of this Article as 1in the aggregate exceed the amount of
financlal protection,

(v) w1th'respect‘to a common occurrence, the obligations
of the Commission under this Article shall apply.only with
respect to such public 1iadility, such damage to property of
persons legally liable for the nuclear incident and to sﬁch
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reasonable costs described in paragraph>3 of this Article as

- in the aggregate exceed whichever of the following 1s lower:

(1) sum of the amounts specified in Item 2 of the Attachment
hereto and the Attachments annexed to all other applicable
agreements; or (2) $60,000,000. _

5. The obligations of the Commission under this Article
shall apbly only with respect to nuclear incidents occurring
during the term of the license designated in Item 3 of the
Attachment. If more than one license 1s designated in Item 3 of
the Attachment the obligations of the Commission under this
Article shall apply only with respect to‘nﬁclear incidents
oceurring prior to the end of the term of that license which
i3 the last to exbire.f The obligations of the Comnission under‘
this Article shall not apply’with respect to nuclear incidents
6ccurring prior to the effective date of fhis agreement as
speciflied in the Attachment,

6. The'obligationsrof the Commission under this and all
other agreements and Contracts to which the Commission 1is a party
shall not in the azgregate exceed $SOO,QO0,000 wilth respect to
any nuplear incident.

7. Obligations of the Commission under this Article,
except.to the licensee for damage to property of the licensee,
shall not be affected by any faillure on the part of the licensee
to fulfill 1ts obligations under this agreemenﬁ. Bénkruptcy or
1nsoi§ency of'the.licensee or any other person indemnified or
of the estate of the licensee or any other person indemnified
shalllnot relieve the Commission of any of 1ts obligations
hereunder,

| ARTICLE IV |

1. When the Commission determined that the United States

will probably be required. to make ;ndemnity payments under the

: . Appendix "C" to
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provisions of this agreement, the Commission shall have the right

_to collaborate with the licensce and other persons indemnified
in the settlement and defense of any claim and shall have the
right (a) to require the prior approval of the Commission for the
settlement or payment'of any claim asserted against the licensee
or other pérson indemnified for public 1liability or damage to
property of persons legally liable for the nuclear incident which

-¢laim the licensee or the Commission may be required to indemnify
under this agreement; and (b)bto appear through the Attorney
General of the United States on behalf of the licensee or other
person indemnified, take charge of such actlion and settle or
'defend any such action, If the settiement or defense of any
such action or claim 1s undertaken by the Cbmmission,.the
licensee shall furnish all reasonable assistance 16 effecting a
settlement or.asserting a defense.

2. Nelther this agreement nor any interest therein nor claim
thereunder may be assigned or transferred without the approval
of the Commission. b >

ARTICLE V

The parties agrece that they will enter into appropriate
amendments of'this'agreement‘to the extent thét such amendments
are required pursuant to the Atomic Energy Act of 1954, as
amended, 6r iicenses, regulations or orders of the Commission.

| ARTICLE VI |

The licensee agrees to pay to the Commission such fees as
are established by the Commission pursﬁant to regulation or

order,
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UNITED STATES ATCMIC ENERGY COMMISSION

Indemnity
ATTACHMENT

Item 1. Licensee

Agreement No,

Address

Item 2. Amount of Flnancial Protection

Item 3. License Number.or Numbers

Item 4, Location

The Indemnity Agreement designated above, of which this'

Attachment is a part, 1s effective as of

on the _ day of , 19

Mo’
, and shall

continue until the effective date of the

termination of the agreement pursuant to

expiration or

the ﬁtomic

Energy Act of 1954, as amended, and applicable

regulations or orders of the Commission,

BY

FOR THE UNITED STATES ATOMIC ENERGY COMMISSION

FOR THE

(Néme of Licensee)

BY

Dated at Germantown, Maryland, the

day of , 19

- 40 -
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ENCLOSURE "D"

SUMMARY OF PRINCIPAL PUBLIC COMMENTS CONCERNING THE NELIA-
i Y _AGREEMENT

LU POLICY INDER® AGREEL

The NELIA-MAELU' Policy

1. Transportation coverage

Several organizations pointed out that the definition of
"nuclear energy hazard" in the policy form published in
August, 1958, excliuder coverage of nuclear incidents
occurring in the course ¢f transportation to the reactor
unless such transbortation is from a facillity owned'by‘the

United States.

Staff Judgment

The new form of policy now available from the NELIA-MAELU
syndicates elliatnates this gap. 1t provides coverage of
nuclear incidents occurring in the tourse of transportatiqn

of nucle;f materials to-tpe reactor from any location, withecut
regard to whether the transportation originated at a Government

facility.

. Two-year limitation of 1liability

Some comments noted that the 1958 policy form provided that

it applies only to bodilyiinjury or property damage for which
written claim 1s made against the insured not later than
two'years after the end of the policy period. This provision
may result in exclusion from coverage of a significant portion
of the insured's iiability; Suggestions werc reccived thét
the insurance coverage should coincide with the applicable
state statute of limitations, or, as an alternative that

the two-year discovery period might be increased to ten years.
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Staff Judgment

This matter has been discussed by the staff with the insurance

syndicates on a number of occaslons,

¢

There does not appear to Ee any significant likelilhood that
the syndicates will ‘extend the period. The syndicates insist
that this 1s not a real prpblem unless the policy is cancelled
and that the syndicates are not likely to cancel any policy

without good cause. The problem will be dealt with in a

separate staff paper.

Suspension

The policy form previously provided that insuraﬁce may be
suspended after notification to the licensee of an unduly
dangerous situatioh'and twelve hours' notice to the Commission.

Several representatives of the reactor industry considered

- this provislion as permitting arbitrary action, possibly allow-

ing the insurers to avoid substantial liability payments, A

longer period of prior notice to the Commission and to the

licensee was deemed éesirable.

Staff Judgment

i

i

As indicated in Anmex—A'—to Enclosure :A’/hereto, the new form

of policy has increased the period of prior notice to assure

at least 24 hours' notice to the Commission.

. Common occurrence

Some comments observed that a potential gap in coverage"
could result from application of the "common occurrence”
clause by which the insurers undertake to restrict their total
liability for certain types of 1§cidents where damage is from
two or more covered facilities. Under this clause, the

liability of insurers resulting from an occurreuce or gervles

- Lo - Enclosure "D"




of occurrences involving two or more shipments of nuclear

material in transit or dispersed from two or more reactor sites
is limited to the cabacity of the pools issuing the applicable
insurance policies. 1In order to close this potential gap,
it was suggested that the agreement also contain a "conmon
occurrence" provision. Further discussion of this problem
is contained in phe.statement of considerations in #aasi;iéﬁ4

Z-C

to Enclosure "#° hereto,

Staff Judgment

[ e et FE
As suggested, the indemnity agreement in Asnex "@' has been

revised to include a common occurrence provision.,

. Subrogafion '

Several interested persons urged that the subrogation pro-

' visioh be deletad from the:policy. The need for such a
provision was questiéned in light of the fact that coverage
under . the policy extends to any person liable for an insured

incident.

Staff Judgment

All persons, other than agencies of the United States, legally
liable for a covered nuclear incident are within the protection
of the policy. The staff accordingly sees no loss of coverage
resulting from the inclusion of such subrdgation.provisions in
the policy. It should be noted that, after strong urging by the
staff, the syndicates revised the subrogation provisions of
previous form policies to exclude any right of subrogatioh

against the United States,

Proposed AEC Indemnity Agreement

1. Effective date of_indemnity

Several organizations suggested that, where receipt of fuel
¢lements precedes the issuance of the license authorizing:
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the operation of the reactor, indemnity agreements and
financlal protection requirements should be effective as of

the time elements are transported to the reactor site.

Staff Judgment

This suggestion has been adopted. The provisions of Section
140.13 of the amendments to Part 140 in AEC-R 29/7 are

cesigned to provide coverage of the risks described.

. Coverage'of On-Site Property

Under the proposed 1ndemh1ty agreement (Art, IXI, par. 1),
cbverage is provided for any legal 1liablliiy {cxcept for on-
site employee claims under workmen's compensation or for

war risk claims) arising Eut of a nuclear incident, including

the liabllity of a supplier for damage to prdperty at the

reactor site.

Staff Judgment

The staff believes the above coverage 1is required by law.

One of the proposed legislative amendments now before the JCAR
and approved by the Commission in AEC 785/47 would authorize
the elimination of coverage of liability for damage to on-siie
property used in connection with‘the operation of the reactor.
The problem is minimized in the revised indemnity agreement,

the "summary" section of this staff paper.

Possible gap following payments under NELIA-MAELU policy

The form of nuclear liability polidy offered by NELIA-MAELU
contains an aggregate-limit-of-1liablility provision; thus, any
payment, by the insurers reduces the coverage avallable to the
licensee and his suppliers under the policy. Furthermore,
there is no provision in the policies for automatic re;nstate-:
ment of amounts paid under the policy. Cohcern was expresger]
that a gap might result between the amount of insurance

- 4y - Enclosure "D"

'?— \




PRI

- -wactually available under the pplicy_and the amount of

financial protection required to be maintained. Suggestions
were made that the 1ndemn1ty protection provided under the
agreement be revised to fill this potential "gap".

Staff Judgment &2"

‘The revised indemnity agreement in AmmeX="B" to Enclosure "#*

cdntains provisions designed to permit the Commissionts
indemnity to f11ll the gap resulting from the aggregate limit
of insurance approach taken by the 1n3urers; A discussion
of this gap and the proposed resolution there:ut is contained

in the "summary" section of this staff papcr.,

Holding the 7J.3. and the Commission harmlecs

Comments were received qgestioning the Commission's con-
clusion that licensees Subjéct to ;he financial protection
requiremen’s of Part 140 remain subject to the "hold harmless
provision" of subsection 53 e. (8) up to the amount of

financial protection required,

In addition, 1t was suggested that the obligations o alicensee

under subsection 53 e. (8) be clarified.

Staff Judgment L%

-

The staff belleves that the above stated conclusion as to the
Price-Anderson améndment to section 53 e. (8) of the Act 1is
consistent with the intent of the Price-Anderson Act.
Clafification of thé provision might possibly be accomplished
by amendment of the indemnity agreement. However, the staff
believes that Iﬁrther consultatioh_with the insurance syndicates
1s desirable %o determine the extent of the coverage of their
policies of the llability imposed on the licensee by section

53 e. (B) and any agency interpretation thereof. '
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5. Bankruptcy and insolvency clause

Suggestions were made that the 1n@emn1ty agréement contain a
bankruptcy and insolvency clause similar to that included in
the NELIA—MAEIU policy. Under such a provision, the bankruptcy
" or insolvency of a person indemnified would not relieve the
Commission or the licengsee of its indémnity obligations. In
the absence of such a provision, insolvency might have the
effect of 1limiting liability to the assets of the licensee or

of hls insurer.

Staff\Judgﬁent v
The revised form of indemnity agreement ‘i1 Armex—SBtte—

Enclosure 213 includes bankruptcy and insolvendy clauses of

the type described..

6. Investigation and settlement of clalms

,‘Comhents guggested further coordination between the Commission
and the 1nsurers‘relat1ve to claims settlement procedures.
It was suggested that the duties of persons indemnified to
the insurers and the Commission regarding the reporting of
claims and coéperatioﬁ in the settlement or litigation of
claims be clarified. 1In addition, 1t was further suggested
that the AEC shogld make direct payments of ény claim once
the validity of such claim 1s established, rather than re-
quiring the persons liable to make paymenis in the first
instance and then seek relmbursement of-such payments from the

Commission.b

Staff Judgment

This problem of claims investigation and settlement pfocedures
15 under discussion by the staff with representatives of the
insurance industry and the Department of Justice. Pending
completion of these discussions, many of the provisions :
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relating to the investigation and settlement of claims con-

tained in the 1958 proposed form of indemnity agreement have

been deleéed from the‘rev;ped form of indemnity agreement set
forth in Annex—nﬂ“-to—g;;é;;;;;;%é“: Upon completion of the
discussions with the insurers and the Department of Justice,
the staff will propose améndments to Part 140 which will
establish the obligations of the pafties with respect to the

investigation and settlement of claims.

- 47 - Enclosure "D"

F R P U

p il e e s

A

ERCI I P

Nt Sl et

SRl

S e e

oot
EEHErS

ity :’-,':.,'5

=Gha,

RS T,



. ;L‘,‘_‘_ﬁ:x.flx

B

AR

Eo

PR

ENCLOSURE "E"

AMENDMENTS TO THE ACT CURRENTLY PENDING BEFORE JCAE

Be it enacted by the Sehate and House of Representatives of
the United States of America in Congress asgembled, That:

Subsection 11 u, of the Atomic Energy Act of 1954, as
amended, 1s amended to read &s follows:

"u, The term 'public liability' means any legal 1liability
arising out of or resulting from a nuclear incident, except:
(1) claims under State or Federal Workmen's Compensation Acts
of employees or persons indemnified who are employed at the site
of and in connection with the activity where the nuclear incident
occurs; (1i) claims arising out of an act of war; and (111),
whenever used in subsections 170 a., c. and k., claims for loss
of, or damage to, or loss of use of property which is located at
the site of and used in connection with the licensed activity
where the nuclear inclident occurs. 'Public liability' also
includes damage to property of persons indemnified: Provided,
That such property 1s-‘covered under the terms of the financial ,
protection required, éxcept property which 1s located at the site

of and used in connection with the activity where the. nuclear ‘
incident occurs.” '

SEC. 2 The following sentence 1s added at the end of sub-
sectlion 170 c. of the Atomic Energy Act of 1954: ’

"Where the amount of financial protection maintained by
the licensee in the form of liability insurance is reduced by
reason of payment by the insurer of claims or costs of investi-
gating and settling claims and defending suits for damage, the
Commission may indemnify and hold harmless the licensee and other
persons indemnified, as their interest may appear, from public
11ability in excess of the remaining financial protection or
one million dollars, whichever is higher, arising from nuclear
incidents occurring prior to the payment of such claims or costs
or during such period of time, not to exceed 90 days, following
such payment as the Commission determines will afford reasonable

opportunity to furnish financial protection in the amount
required." ‘
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