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ATOMIC ENERGY COMMISSION

AMENDMENT TO NUCLEAR ENERGY LIABILITY INSURANCE FORM

Report to the Director of Regulation by the
~TIvIsTon of Licensing and Regulation

THE PROBLEM
1. -To ébnsider proposed changes inﬂthe nuclear energy

1iability insurance policy (facility form) issued by the Nuclear

“aergy Llabllity Insurance Syndicates,

SUMMARY. |
2. On April 7, 1960, (25 FR 2944) proposed amendments to

Part 140, "Financial Protection Requirements and Indemnity
pgreements” were published in the Federal Register. ‘Appendix "A"
of that'regulation set forth the form of nucleé¥'energy liability
insurance policy to be issued by Nuclear Energy Liablliity
Insurance Assoéiation (NELIA) énd Mutual Atomlc Energy Liabillity
Underwriters (MAELU). On July 26, 1961 (26 FR 6641) Appendix "aA"
was amended by publication in the Federal Register of an
amendatory endorsement which clarified the use of the word

"companies" in the policy form to eliminate certain possible

ambiguities, This change was solely clarifying in nature and did

not make materlal changes in the provislons of the policles.

3. The regulations, 10 CFR Part 140, provide among other
things, that the Commission approve the form of financial
protectlion 1ncluding the form of the nuclear energy liability

insurance policy.

4, The syndicates (NELIA and MAELU) have recently adopted
changes in the form of the policy. These changes deal solely with

the matter of premium and do not in any way éffect the scoﬁe of




coverage provided with respect to financial protection. The only

difference between the premium condition presently in Part 140

{(and 1in tﬁe policy form) and as proposed in this amendment is the
inclusion of the Industry Credit Rating Plan as a formal expression
in the policy. That Plan has been in effect in principle since the

issuance of the original policiecs by the syndicates.

5, The Industry Credit Rating Plan will first become
operative in 1967 with respect to calendar yedr 1957 premiums and
provides for a prd—rata return of such of these accumulated

standard premlums as have not actually been allocated to pay

losses and expenses,.

6. NELTA and MAELU have advised that these endorsements have
been approved by all of the state regulatory authorities concerned
with the exception of New York which has approved in principle but

not yet officially. This approval is expected shortly.

7. It is recommended that the amendment be published in the

Federal Reglster as a proposed rule allowing 30 days for public

commentk

STAFF JUDGMENTS

8. The Division of Public Information and the Offices of the

General Counsel and the Controller concur in the proposed action,

RECOMMENDATION

9. The Director of Regulation recommends that the Atomic

Energy Commission:

a., Approve the amendment to Part 140 contained in
AppendIx "AT hereof for publication as a proposed

rule in the Federal Reglster allowing 30 days for
public comment;

b. Note that a news release such as Appendix "B"
will be Issued; '
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¢. Note that the JCAE wlll be advised by letter
such as Appendix "“C"; '

d. Note that the Director of the Division of
LicensIng and Regulation wi1ll send a copy of the
proposed amendment to each of the insurance
syndicates, and

e. Note that thils paper is unclassified.
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APPENDIX "A"

ATOMIC _ENERGY COMMISSION

10 CFRPART 140

~

. FINANCIAL PROTECTION REQUIREMENTS AND INDEMNITY AGREEMENTS

NOTICE OF PROPOSED RULE MAKING

The ﬁuclear Energy Liability Insurance Association and Mutual
Atomic Energy Liability Underwriters have proposed & change in the
form of the nuclear energy liability insurance policy set forth in
Appendix A of 10 CFR Part 140 (25 FR 2944 and 26 FR 6641), Appendix
A is the form of nuclear energy liability insurance policies issued
by the two Assoclations and approved by the Commission as financial
protection under this part. The proposed change will include as

" part of the ;oliéy the Industry Credithating Plan previously an-
nouhéed by the nuclear energy liasilitf 1nsurancé groups. The proposed
change is ééc forth in its entirety in the following amendment,

Notice is hereby given that the Commission 1is csnsldering édoption
of the following amendment, All iptereated persons who desire to sube
mit written comments and suggestions for consideration in connection
with the proposed amendment shbuld send them to the Secretary, U. S.

. Atomic Energy Commission, Washington 25, D, C,, within 30 days after
publication of this notice in the Federal Register. Comments received
after that period will be considered if it is practicable to do so, but
assurance of consideration cannot be given except as to comments filed

w! "hin the periou specified,
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Amend Section 140,75, Appendix A, by deleting Condition 1, Premium,

and subrtituting the following:

CONDITIONS

1., Premium

(1)

Definitions: With reference to the premium for this policy:
i
"advance premium", for any calendar year, is the estimated .

standard premium for that calendar year}

- "standard premium", for any calendar year, is the premium

for that calendar year computed in accordance with the com-
panies' rules, rates, rating plans (other than the Industry
Credit Rating Plan), premiums and minimum ~remiums applicable

to this insurance;

“reéervenpremium“ means that portion of the sfandardbpremium
paid to the companies and apeclficallf allocated under the

Industry Credit Rating Plan for incurred losses. The amount

- of the "reserve premium" for this policy for any calendar

year during which this policy 18 in force is the amount desw
ignated as such in the Standard Premium Endorsement for that

calendar year;

s

Mindustry reserve premium", for any calendar year, is the sum
of the reserve premiuma for that calendar year for all Nuclear
ﬁnergy Liability Policies issued by‘the‘Nuclear.Energy Liability
insurance Association and Mutual Atomic Energy Liability Under-

writera and subject to the‘Industry Credit Rating Planj

-5 - ’ Appendi» "A"




"p&licy refund ratio", for any calendar year, is the ratio

of the named insured's reserve premium for that calendar year

to the industry reserve premium for that calendar year;

"incurred losses” means the sum oft
(1) all losses and expenses pald by the Nuclear Energy
Liability Insurance Association and Mutual Atomic
Energy Liability Underwritegﬁ, and
(2) all reserves for unpald losses and expenses as
estimated by Nuclear Energy Liability Insurance
Association and Mutual Atomic Bnergy Liability

Underwriters

because of obligations assumed‘nnd the expenses incurred in
connection with such obligations by members of Nuclear Energy
.Ldability Insurance Assoc}atldn and Mutual Atomic Energy
Liability Undérwriters under all Nuclear Energy Liability
Policies issued by Nuciear Eﬁergy Liability Insurance
Assédiation and Mutual Atom1§ Energy Liability Underwritera

and subject to the Induséry Credit Rating Planj

"reagrve for refunds", at the end of any calendar year, is
the amount by which (1) the sum of all industry reserve
premiuqs for the period from January 1, 1957 through the end
of such calendar year exceeds (2) the total for the same

period of (a) all incurred losses, valued as of the next

-6 - Appendix “"A"
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(2)

following July 1, and (b) eli reserve premium refunds made

under the Industry Credit Rating Plan by members of Nuclear
Energy Liability Insurance Association-and_Hutual Atomic

Energy Liability Underwriters;

aindustry resexve prémium refund”, for any calendar year, s
determined by multiplying the reserve for refunds at the end
of the ninth calendar year thereafter by the ratio of the
industry reserve premium for the calendar year for which the
premium refund is being determined t; the sum of such amount
and.the total industry reserve premiuﬁ; for the nextvnlne
calendar years thereafter, provided that the industry reserve
premium refund for any calendar Qear shall {n no event be
greater than the industry reserve ﬁremiym for such calendsr
year.

Payment of Advance and Standard Premivms, The named insured
shall pay the companies the advance premium atated in the -
declarations, for the period from the effective date of this
policy through December 31 following, Thereafter, at the bew
ginning of each calendar year while thisg policy 18 in force,

the named insured shall pay the advance premium for such year

" to the companies, The ddvance premium for each calendar year
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)

shall be séated in the Advance Premium Endorsement for such

calendar year isgued to the named insured as soon as

practicable prior to or after the beginning of such year.

As soon as practicable after éach December 31 and after the
termination of this policy, the standard premium for the
preceding calendar year shall be finally determined and

stated in the Standard Premium Endorsement for that calendar

_year. If the standard premium so determined exceeds the

advance premium previously pald for such calendar year, the
named insured shall pay the excess to the companies} if less,
the companies shall return to the named insured the excess

portion paid by such insured.

The named insured shall maintain records of the information
necessary for premium computétion and shall send copies of
such records to the companiea'és directed, at the end of each
‘calendar year, at the end of thé policy period and at such
other times during the policy period as the companies may
dlrgct. |

Use of Reserve Premiums, All reserve premiums paid or pay-
able for this policy may be used by the members of Mutual
Atomic Energy Liability Underwriters to diascharge their
;bligationa with respect to 1ncﬁrred lgsses whether ;ueh
losses are incurred under this policg or under any other
policy iséued by the Nuclear Energy Ligbility Insuranée Ag=

soclation or\Mutual Atomic Energy Liabili:y Underwriters,

-8 - : Appendix "A"
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)

(5)

(6)

@))

Reserve Piemlum‘Refunds. A portion of the reserve premium

for this policy for the first calendar year of any group of
ten éonsecutlve calendax yeears shall be returnable to the
named insured provided there is a reserve for refunds at the
end of the tenth calendar year.

Computation of Reserve Premium Refunds. The reserve premium
refund due thg named insured, for any calendar yeax ghall be
determinéd by multiplying any industry reserve premium refund
for such calendar year by the policy refund ratio for such

calendar year. The reserve premium refund for any calendar _

year shall be finally determined as soon as practicable after

July 1 of the tenth calendar year thereafter.

Final Premium. The final premium for this policy shall be

the sum of the standard premiums for each calendar year, or

portion there;f, during uhlch‘phis policy remains in force

less the sum of all refunds of reserve premiums due the ' )
named insured under the proviaiona of this Condition 1,

Reserve Premium Refund Agreement, Each member of Mutual

Atomic Energy Liability Undervriters subscribing this'policy.

for any calendar year, or portion thereof, rnefeby agrees for

itself, severally and not jointly, and in the respective proe

portion of its liability assumed under this policy fpr that

-9 - Appendix "A"
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1963.

calendar year, to return to th¢ named insured that_portion

of any reserve premium refund due the named insured for that
calendar year, deCerminedyin accordance with the provisions

of this Condition 1.

Dated at Germantown, Maryland, this : day of

FOR THE ATOMIC ENERGY COMMISSION

Woodford B, McCool
Secretary
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APPENDIX "B"

AEC CONSIDERS AMENDMENTS TO REGULATIONS ON
NUCLEAR ENERGY LIABILITY INSURANCE POLICY

The Atomic Energv Commission is issuing for public comment a proposed
amendment to its regulations concerning a change in the public‘llability
policies which are issued by the two nuclear energy liability insurance
syndicates, .

The Cuﬁnission must, by law, require finaﬂcial protection of each ore
ganization it licenses to operate a nuclear reactor and AEC must indemnify
‘theae iicengges}against public liability up to $500 miliion per nuclear in-
cident, -Inaemnity_applies to liabfltty in excess of the required amount of
fiﬁanciai protectioﬁ. Financial protection is not required of noﬁ;rofit

.

educational institutions and Federal agencies even though they are indemnified
‘under the law.

-AﬁC regulations permit licensees to furnish financial protection in
the form of a nuclear energy liability policy which is set forth in Appendix
A of the regulation, 10 CFR Part 140. The insurance policies issued by tha
two syndicates, Nuclear Energy Liabilfty Insurance Association of New York
Citx\and Mutual Atomic Energy Liability Underwrtters-of Chicago are identical
with this form,

The two syndicates have recently adopted changes in the form of the
policy. Tﬁe changes deal solely with the matter of premium and ao not in
any way effect the scope of coverage provided with respect to financial pro-

tection, The difference hetween the premium condition presently in Part 140

- 11 - Appendix "B"




and as proposed in this amendment is the inclusion of the Industry Credit

Rating Plan as a formal provision in the policy, ' The plan has been in
effect in principle since the issu: e of the origlinal pplicies;n The Ine
dustry Credit Rating Plan will firsi ti-come operai..ve in 1967 with respect
to Calendar Year 1957 premiums and p.sv.lee¢ »2: wn ,voe-rata return of such
of these accumulated standard premiums whic: rsave not actually been ale
located to pay losses and expenses,

The Conwission Is giving notice that it intends to adbpt amendments
to 1ts regulations, 10 CFR Paft 140, which Qould incorporace the language-
concefning the Industry Credit Rating Plan into the insurance policiés.
All persons whd'aesire to submit written comments or suggesﬁions in con~
nection with the proposed amendment should send them to the Secretary,

U. S. Atomic Energy Commission, Washington 25, D, C,, within thirty days

after publication of the notice in the Federal Register on .

B ——————
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APPENDIX "“C*

DRAFT LETTER TO THE JCAE-

l. Enclosed for the‘information of the Joint Committee on Atomic

Energy is a notice. of proposed rule making concerning a proposed amend=

ment to Part 140, Title 10, Code of Federal Regulations, "Financial Pro=-

tection Requirements and Indemnity Agreements", -

T s v

2. The proposed rule involves an amendment to Appendix A of Part

140 through the addition of language describing the Induqtry Credit Rating
Plan which provides for a return of accumulated standard premiums not
actually allocated for payment of losses and expeﬁsés. Appéndix A sets

forth the form of nucléar énergy liability insurance policy to bte issued

by the Nuclear Energy Liability Insurance Association (NELIA) and Mutual

Atomic Energy Liability Underwriters (MAELU),
3. The notice is being transmitted to the Office of che Federal

Register for publication and allows a period of thirty days after publica=-

tion for public comment,

Appendix "C"
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