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ATOMIC ENERGY COMMISSION

AMENDMENT TO NUCLEAR ENERGY LIABILITY INSURANCE FORM

Report to the Director of Regulation by the
Director, Division of Licensing and Regulatlon

THE PROBLEM

1. To consider a proposed amendatory endorsement to the

nuclear energy liability policy (facility form) issued by the

nuclear energy liability insurance syndicates.

S UMARY

2. The Nuclear Energy Liability Insurance Association

(NELIA) and the Mutual Atomic Energy Liability Underwriters

(MAELU) have requested Commission approval of an amendatory

endorsement to the form of nuclear energy liability insurance

policy. The proposed endorsement (Appendix "A") would be used

in the event. that a natried insured requests reinstatement of the

full amount of liability coverage following payment by the

insurers of an incurred loss.

3. The regulations, 10 CFR Part 140, provide, among other

things, that the Commission approve the form of financial

protection, including the form of the nuclear energy liability

insurance policy.

4. Commission approval of the proposed form of

endorsement would not obligate the insurers to reinstate

coverage following a loss, but would indicate that the

Commission considers that this endorsement would constitute

satisfactory proof of the reinstatement of financial protectlo,.

5. Under the terms of the present form of ll.ability

insurance policy approved by the Commission, the insurers'

)
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limit of liability is on an aggregate basis, i.e., regardless

of the number of incidents or the number and amounts of claims,

the limit of the insurers' liability is the amount stated in

the policy. Therefore, payment of claims by the insurers for

any incident results in equivalent reduction of the stated

aggregate limit of liability. This limit may later be restored

by agreement between the insured-and the insurcrs.

6. The form of endorsement is proposed at this time

because NELIA and VAELU plan to make the first payments under

ý,,.lIar energy liability policies. A spent fuel cask

containing fuel segments from the Dresden reactor was delivered

by truck to Gcnertl Electric~s Vallecitos Atomic Laboratory on

January 4, 1963. Parts of tw.,o trucks used in makIng the

shipment and personal items belonging to a truck driver

required decontamination due to leakage from the cask. It was

determined that the contamination resulted from a defective

weld in the bottom of the cask's inner container as well as a

crack in the caskt s drain plug. The October 25 letter indicates

that MA7LU appears to have incurred a liability of approximately

$800. NELIA's letter does not contain an estimate of its

liability.

7. The manner in which the proposed endorsement would

operate may be illustrated by reference to the described

occurrence. In accordance with the terms of its policy with

Commonwealth Edison Company, MAELU is required to pay claims

arising not only from this occurrence, but also from any later

incJdents, until all such payments cumulatively total

$13,500,000. If MAELU pays a loss of $800, the available limit

of liability would be reduced thereby to $13,499,200. Through

use of the proposed endorsement the reduced limit would be
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PIV
restored to the stated amount of.$13,500,000for incidents which

may occur after the reinstatement becomes effective. The reduced

limit of $13,499,200 would continue to apply to any further

payments resulting from the first incident. Of course,

subsequent endorsements may also be executed, as appropriate.

8. It should be noted that after the reinstatement

becomes effective, payment of a claim made as a result of

either the earlier incident or an incident occurring after the

reinstatement would reduce each of the two limit of liability

lc-;els by the'amount of the payment. This is to avoid

cumulative liability limits which could result in raising the

in-irers' aggregate liability at a given point in time above

the limit statcd in the policy. Using the illustration in

Paragraph 7, the endorsement would make it clear that the

restored limit of $13,500,000 for incidents occuring after

the reinstatement would be reduced if WAELU pays additienal

claims under the first incident.

9. Appendix "A" also contains a proposed change in Item

2b. of the Attachment to the form of indemnity agreement for

the purpose of clarification. This amendment would make clear

that if the stated amount of financial protection in Item 2a.

of the Attachment is reduced because of a payment by the

insurers, it will be restored to the extent that the aggregate

amount of the insurance policies involved is reinstated.

10. It is recommended that the amendments be published

in the Federal Register as a proposed rule allowing thirty days

for public comment.

STAFF JUDGVENTS

11. The Office of the General Counsel and the Office of the

Controller concur in the recommendation of this paper. The
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Division of Public Information prepared the draft public

announcement. The Office of Congressional Liaison concurs in

the draft letter to the Joint Committee on Atomic Energy.

RECOMMENDATION

12. The Director of Regulation recommends that the

Atomic Energy Commission:

a. Approve publication in the Federal Register
of the propoTed amendments to section 140.75 and
section 140.76, contained in Appendix "All,
allowing thirty days for public comment;

b. Note that the JCAE will be advised by letter
such as-A-ppendix "B";

c. Note that a public announcement such as
Appcndx-'C" will be issued when the proposed
amendments are filed with the Federal Register;

d. Note that the Director, Division of
Licens-ng-and Regulation, will send a copy of the
proposed amendments to each of the insurance
syndicates; and

e. Note that this paper is unclassified.

LIST OF ENCLOSURES

PAGE NO.

APPENDIX "A" - Notice of Proposed Rule Making .... ...... 5

APPENDIX "B" - Draft Letter to JCAE............ 8

APPENDIX "C" - Draft News Release ........ ............ 9
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APPENDIX "A"

AT(14C ENERGY COMMISSION

Q0o CFR PAR'T 143

FINANCIAL PROTECTION REMQUIRIEENTS
AND INDEMNITY AGREEMENTS

Proposed Restoration of Limit of Liability Endorsement

The Nuclear Energy Liability Insurance Association and the Mutual Atomic

Energy Liability Underwriters have proposed an endorsement to the form of the

nuclear energy liability policy set forth in Appendix "A", 10 CFR Part .140

(25 FR 2944, 26 FR 60ý1 and 28 FR 7077). Appendix "A" is the form of

nuclear energy liability insurance policy issued by the two Associations

and approved by the Commission as financial protection under this part. The

form of the endorsement, internded by the insurers for use in reinstatement

of liability coverage following parymont by the insurers of an incurred loss,'

is set forth in its entirety ini the 'ollowling amendments. The proposed

amendments also contain a change, or'o the purpose of' clarification, in the

form of indemnity agreement. isauc-d hy the Atomic Enerlgy Commission and set

forth in Appendix "13", 10 CFR Pair,. 14i (.:6 FIt 3455, 26 FR"7770 and 27 FR

2884).

Pursuant to the Atomic Energy A(. of' 1954, as amended, and the Administra-

tive Procedure Act of' 1940, rnot.:e is hureby given that the Commission is

•i.' :conside ring -adop-tion of the Followinig amun(dmenlts of' 10,CFR1 Part 140. All

interested persons who desire to setrit writ tern :oriFents arid suggestions

for' consideration in connection with the pioposed amendments should send thetn

to the Secretary, United States Atomic Energy Commission, Washington 25, D.C.,

within thirty days after publication of' this notice in the Federal Register.

Comr•ent:3 received after, that period will be consider'ed i1' it is praeticabhl

to do so, but, assurance! of' cornsideration cannot be given except as to commlnt ts

filed within the periodi specified.

5)
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{1. Amend Siection]140.75, Appendix "A", by adding the following at the

end thereof:

NUCLEAR ENERGY LIABILITY POLICY

(FACILITY FORM)

RESTORATION OF LIMIT OF LIABILITY ENDORSEMENT

It is agreed that:

1. Payments made by the companies under this policy have reduced the limit

of the companies' liability, stated in Item 4 of the declarations, to

2. Such reduced limit is restored to the amount stated in Item 4 of the

declarations. Such restored limit applies to obligations assumed or

expenses incurred because of bodily injury or property damage caused

during the period from the effective date of this endorsement to the

termination of the policy, by the nuclear energy hazard.

3. The reduced limit of liability stated in paragraph I above, and the

limit of liability stated in Item 4 of the declarations, as restored

by this endorsement, shall not be cumulative; and each payment made

by the companies after the effective date of this endorsement for any

loss or expense covered by the policy shall reduce by the amount of

such payment both the reduced limit of liability stated in paragraph

I above and the limit of liability stated in Item 4 of the declarations,

{,.• as restored by this endorsement, 'regardless of which' limit of liability

applies with respect to bodily injury or property daimage out of which

such loss or expense arises.

Effective date of this endorsement to form a part of

Policy No.

Issued to

Date of Issue

For the subscribing companies

- ~By ...._____________

Countern gned by

Endorsement No.
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2. Amend section 140.76, Appendix. "B", by revising Item lb. of the

ýAttnchment to rend as follows:

With respect to any nuclear incident, the amount specified

in Itcm 2n of this Attachment shall be deemed to be (I)

reduced to the extent that any payment made by the insurcr

or insurers under a policy or policies spcczfied in Item 5

of this Attachtment reduces the aggregate amount of euch

Insurance policies below the amount specified in Item 2o

and (ii) restored to the extent that, following such re-

duction, the aggregate amount of such insurance policies

is reinstated.

Authority: (Section 161, 68 Stat. 948; 42 U.S.C. 2201; section 170,

71 Stat. 576; 42 U.S.C. 2210)

Dated at Washington, I), C., this _ day of , 1963.

FOR TIlE UNITED STATES ATOMIC ENERGY COt4MISSION

Woodford ii. McCool, Secretary
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*AI'i'i~orIi)IX "B""

DIRAFT LITT1'I TO W OfIT COIfiIITTEE Oi ArOMIC ENEIGY

1. Recently the tNclear Energy Liability Insurance Ansociation

(MELIA) and the Mutual Atomic Energy Liability Underwriters (MAELU).

requested consideration of an amendatory endorsement to the form of nuclear

energy liability insurance policy required as basic financial protection

under 10 CFR Part 140. The endorsement, proposed as an amendment to the

regulation, would be used in the event that a named insured requests

reinstatement of the full amount of liability coverage following payment

by the.insurers of an incurred loss. Commission approval of the proposed

form of endorsement would not obligate the insurers to reinstate coverage

following a loss, but would indicate that the Commission considers that

this endorsement would constitute satisfactory proof of the reinstatement

of financial protection.

2. A change is also proposed in the Attachment to the form of in-

demnity agreement for the purpose of clarification. This amendment would

make clear that if the stated amount of financial protection is reduced

because of a payment by the insurers, it would be restored to the extent

that the aggregate amount of the insurance policies involved is reinstated.

3. The Commission has ap•,roved the publication of this amendment as

a proposed rule allowing thirty days for public comment. A copy of the

Federal Register notice is enclosed for 5our information.

(
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APPENDIX "C"

AEC PROPOSES CHANGES IN INDEMNITY REGULATIONS TO INCORPORATE
AMTEN 5 PJ L TT--IAB ILY U POLCY

l.'The Atomic Energy Commission proposes to incorporate

into its indemnity regulations an addition to the form of the

policy issued by the two nuclear energy liability insurance

syndicates for use in the event of an incurred loss.-

2. The addition to the form of insurance policy would

provide that when a claim for loss is paid, the limit of the

insurance syndicates' liability would be reinstated so that
the total insurance coverage is not reduced. There is no such

provision in the present policies issued by the two

if syndicates, Nuclear Energy Liability Insurance Association and

Mutual Atomic Energy Liability Underwriters.

3. The Commission must, by law, require-financial

protection of each organization it licenses to. operate a

nuclear reactor or other production or utilization facility,

and the'AEC must indemnify these licenses against public

liability up to $500 million per nuclear incident. Indemnity

applies to liability in excess of the required amount of

financialprotection. Financial protection is not required

of nonprofit educational institutions and Federal agencies,

even though they are indemnified under the law.

4. The Commission's regulations permit licensees to

furnish financial protection in the form of a nuclear energy

liability insurance policy which is set forth in the

regulations. The insurance policies issued by the two

syndicates are identical with this form. When a-change or

addition is proposed in the policies, it must be approved by

the AEC.
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5. Comments or suggestions regarding this proposed

change in Commission regulations, 10 CFR Part 140, "Financial

Protection Requirements and Indemnity Agreements", may be sent

to the Secretary, U.S. Atomic Energy Commission, Washington

25, D.C. within 30 days after publication of notice in the

Federal Register on

..... Apenix .0

- 10 - Appendix "C"


