/?; J’l‘V 2
177 ii,ﬂ r) as

Lo AEC-R_29/30 R
- .

February 26, 1964 3, COPY NO, 4 i

ATOMIC ENERGY COMMISS ION

AMENDMENT TO NUCLEAR ENERGY LIABRILITY FPORM

Wote by the Secretary

The Difector of Regulation has requested that the
attached report by the Director of Libensihg and Reguintion

he circulated for consideration by the Commission at an early

dte,

W, B. McCool

Secretary
DISTRIBUTION COPY NO . :
Scerctary 1 )
Cormicsioners 2 - 6,67-T1
Dir. of Regulation 7 -9
General Moneger 10 -'11
Peputy Dir. of Regulation 12
Deputy Gen., Mgr. - ' 13
Asst. Gen, HMgr., 14
Asst. GM Operations 15 '
Asst, Gen, Mgr. R&D 16 - ' :
General Counsel 17 - 21 ' 4
Complicnece 22 - 28 :
Congr,. Lialson 29 {
Contreller 30 - 33 i
Ind. Participation 34 3
Public Information 35 - 36 i
Inspecticn 37 3
Licensing & Regulation 38 - 41 3
Opcrational Safety L2 - 43 ;
Plans and Reports S 44 - 45 :
Radintion Standards 46 _ i
Reactor Development 47 - 56 B
linnager, "Naval Reactors 57

N, C., Office 5
Scerctariat 61 - 66 _ _ A
' 3




WA,y .

_:;’:;;', S

~n ¥

ATOMIC ENERGY COMMISSION

AMENDMENT TO NUCLEAR ENERGY LIABILITY INSURANCE FORM

1

Report to the Director of Regulatlion by the
DIrector, DIvisIon of TlcensIng and Regulatlon

THE PROBLEM
1. To conslder a proposed amendatory endorsement to the
nucleaf energy 11iability policy (facility form) issued by the

nuclear energy liability insurance syndicates.,

SUMMARY
2. The Nuclear Energy Liability Insurance Assoclation
(NELIA) and the Mutual Atomlc Energy Liaﬁility Underwriters
(MAELU) have requested Commission approval of an amendatory
endorsement to the form of nuclear energy liability insurance
policy. The proposed endorsement (Apbendix "A") would be used
in the event. that a named insured-requests reinstatement of the

full amount of 1liability coverage following payment by the

insurers of an incurred 1loss,

3. The régulations, 10 CFR Part 140, provide, among other
things, that the Commission approve the form of financlal

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 wohld #ndicate that the
Commission considers thgt this endorsement would constitute

satisfactory proof of the reinstatement of financlal protectiol..

5. Under the terms of the présent form of lfability

insurance policy épproved by the Commission, the insurers!




limit of llability is on an aggregate basis, 1.e., regardless

of the number of incldents or the number and amounts of claims,
the limit of the insurers! liabllity 1s the amount stated in
the policy. Therefore, payment of claims by the lasurers for
any 1incident results in equivalent reduction of the stated
agoregate liwlt of lidbility. This 1imit may iater be restored

by agresment between the insured. and the insurers.

€. The form of endorsement 1s'propdsed at this time
bacause NELIA and MAZLU plan to make the first payments under
nuslear energy 11lability pollicies. A spent fuel cask

contalning fuel segments from the Dresden reactor was delivered

“by ruck to Gener:=l Electricis Vallecitos Atomic ILaboratory on

January 4, 1963. Parts of two trucks Qsed in making'the
shipment and personal items belonging to a truck cdriver

reqdired decontamination due to leakage from the cask. It was
determined khat the contamination resulted from a defective

weld 16 the bottom of the cask's inner container as well as a
crack in the cask's drain plug., The October 25 letter indicates
that MATLU appears to have incurred a liabllity of approximately

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

liability.

..7. The manner in which the proposed endorsement would
operatc may be 1llustrated by reference to the described

occurrence, In accordance with the terms of its policy with

Commonwealth Ediscn Company, MAELU is required to.pay claims

arising not only from this dbcurrénce, but also from any later
incidents, unti1l all such payments cumulatively total

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

-of 1iabllity would be reduced theréby to $13,499,200, Through

use of the proposed endorsement the reduced limit would be




B

restbredhto the stated amount of.$13,500,000 for incidents which
may‘occur after the reinstatement,beéomes effective. The reduced
limit of $13,4§9,QOO would continue to apply to any further
payments rcsuiting from the first incldent. Of course, -

subsequent endorsements may also be executed, as appropriate,

8. It should be noted that after the reinstatement
bécomes effective, payment of a claiﬁ made as a result of
either the earlier incident or an incident occurr;ng after the
reinstatement would recduce each of the two limiv of iiability
1zvels by the amount of the payment. This 1s to avold
cumulative liability limlts which could result in raising‘the
iﬁsmrers' aggregate llability at a2 given point in time abéve
the 1limit stated in the policy. Usling the 1llustration in
Parag?aph 7, the endorsement would make it clear that the
restored limit of $13,500,000 for incidents occurring after
the reinstatement would be reduced 1if MAELﬁ pays additicnal

ciaims under -the first incident.

9. Appendix "A" also contains 2 proposed change in Item
2b., of theé Attachment to the form of indemnity agreemont.for
the purpose or.clarification. This amendment would make clear
that if the stated amouﬁt of financial protection in Item éa.
of the Attachment is reduéed because of a payment by the
insurers, 1t will be restored to the extent that the aggregat§

amount of the Insurance policies involved is reinstated.

10. It is recom@ended that'the amendments be published
in the Federal Register as a proposed rule allowing thirty days

for .public comment.

STAFF JUDGMENTS

11, The Office of the General Counsel and the Office of the:

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

" announcement, The Office of Congressional Lialson concurs in

the draft letter to the Joint Committee on Atomic Energy.

RECOMMENDAT ION

12. The Director of Regulation recommends that the

Atomic Energy Commission.

a. Approve publication in the Federal Regilster
of the proposed amendments to section 140.75 and
section 140.76, contained in Appendix "A",
allowing thirty days for public comment'

b. Note that the JCAE will be advised by letter
such as Appendilx ”B" a :

c. Note that a public announcement such as

AppendIX "C" will be issued when the proposed
amendments are filed with the Federal Reglster;

d. Note that the Director, Division of

LicensIng and Regulation, will send a copy of the
proposed amendments to each of the insurance
syndicates; and \

APPENDIX

APPENDIX

S

APPENDIX

e. Note that thils paper is unclassified.

LIST OF ENCLOSURES

PAGE NO.
"A" -~ Notice of Proposed Rule Making. . . . . . 5
"B" _ Draft Letter to JCAE. . . . « « o + v . . 8
9

MC" - Draft News Release. v v v o v o o o o o »
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APPENDIX "A®

 ATOMIC ENERGY COMMISSION .
\ 0 CFR PART 1

FINANCIAL PRUI‘ECTION REQUIREMENTS
AND INDEMNITY AGREEMENTS

Proposéd Restoration of Limit of Liability Endorsement,

The Nuclear Energy Liability Insurance Association and the Mutual Atomic
Energy Liability_UnderwriLers 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 6641 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 {'inancial protection under this part. The

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

.of liability coverage following payment by the insurers of an incurred loss,’

is set forth in its entairety in the following amendments. The proposed
amendments als§ contain a change, for the purpose 6F ciarification, in the
form of indemnity agreement issued Ly Lhe Atomic Eneﬁgy Commission and set
forth in Apééndix "B, 10 CFR Part 140 (267 FR 3055, 26 FR 7970 and 27 FR
2884). R

Pursu;nt to the Atomic Energy Acl of 195“. as amended, and the Administra-
tive Procedure Act of.l9h6, notice is hereby given that Lﬁe Cqmmission is
considering_adop}ion of' the followiﬂg amendments of' 10 CFR Part 140. All
inhérested persons who desire to submit wrliten-commenis and suggestions

i
for consideration in connection with the pioposed amendments should send Lhem

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

within thirly days after publication of' this notice in the Federal Register.
Comments received after that period will be considered if Lt is practicable

to do so, bul assurance of consideration cannol be given except as Lo comments

filed within the period specified,

. Appendix "A"



*\ 1. Amend Section 140,75, Appendix "A", by adding the following at the

end thc}cof:

NUCLEAR ENERGY LIABILITY POLICY

(FACILITY FORM

RESTORATION OF LIMIT OF LIABILITY ENDORSEMENT

N

It is agreed that:

1. Payments made by the companies uqder 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 Iimit‘appfies to obligations assumed or -
expenses lnéurred becaﬁsc of bodily injufy or property damage caused
during the period from the effective date of this endorsement to the

i
termination of the policy, by the nuclear energy hazard.
3. The reduced limit of 11ability ‘stated in paragraph 1 above, and the
1imit of llability stated in Item 4 of.thé declarations, as restoredv

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

by the companies after the effecctive date of this endorsement for any a

loss or expense covered by the pol}cy shall reduce by the Amount of g

such payment both the réduccd limit of liabliiity stated in paragraph I ‘ %

1 above and the limit of liability stated in Item 4 of the declarations, ’ %

{iy as restored by this endorsement, %egardlcss of which I{mit of liability ' i
3

applies with respect to bodlly injury or property damage out of which

such loss or expense arises. ) ' i

. i

. ' b

Effgctive date of this endorsement to form a part of f
Policy No, ] o ' 4
Issued to -

Date of lLasue

For the subscribing companies

By . . . : ) B

"

i

Counteratgned by ’i

( : Endorscment No, - ) . ' . . '%
A ‘ : ;

‘ ‘ nan R
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" Dated at Washington, D, C., this

2. Amend section 140.76, Appendix "B", by revising Item 2b. of the

;Attucﬁment to read as follows:

With respect to any nuclear inci&ent} ﬁhclnm0unt specified
ﬂ in Ttem 2a of this Attachment shall be déemed to be (1)
reduced to the cxtent that any payment made by the insurcr
or insurers under a policy or policicsAspcc}fied in Ttem 5
of this Attachu@nt rcduccs'the aggregate amount of =uch
lnsufance policles‘below the amuunt‘Specificd in Item 2a
und (11) restored to the extent that, Eoliowlng 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., 5763 42 U.S.C. 2210)

day of , 1963,

FOR TIE UNITED STATES ATOMIC ENERGY COMMISSION

Woodford B, McCool, Secretary

. " Appendix "A"
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APEEMDIR MDY

DRAFT LETTEL TO JOINT COIITETEE ON ATOMIC EMERGY

1. Recently the luclear EBnergy Liability Insurance Association
(HELIA) and the Mﬁtual Atomic Energy Liability Undevwriters (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 cndorsement, proposcd as an amendment to the
regulation, would be used in the event that a named insured requests
reinstatement of the full amount of linbility coverdée following payﬁcnc
by cheainsuéérs of an incurred loss. Commissiqﬁ‘npproydlfof the proposed
form of endorsement would not obligate the insurers éo reinstate coverage
following ;.losa, 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_staﬁed amount of financial protection is reduced
because of a paymeni by the insurers, it would be restored to the extent

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

3, The Commission has approved the publication of this amendment as
a proposed rule allowing thirty days for public comment. A copy of the

Federal Régister notice is enclosed for your {nformation.

\

-8 - A ~ Appendix’ “»B"v
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APPENDIX "C"

AEC_PROPOSES CHANGES IN INDEMNITY REGULATIONS TO INCORPORATE
T AMENDMENT TO FORM OF LIABILITY JNSURANCE POLICY

1. The Atomlc Energy Commissioﬁ propoées to incorporate
into 1ts indemﬁity regulations an addition to the form of the
policy issued by the two nucleab enefgy liabllity insurance

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

2., The addition to the form of insurance policy would
'rcvide that when a claim for loss 1s pald, the limit of the
1nsuranée syndicates! 1llability would be réinstated so that
the total insurance coverage 1s not reduced. There 1s no such
provision in the present polic;es'issued by the two
syndicates, Nuclear Energy Liabiiity Insurance Assoclation énd

Mutual Atomic Energy Liabillity Underwriters. .

'3, The Commisaion must, by law, requ;re-financia}
protection of each'organization it 1ic¢nses to operate a
nuclear réactor or other production_or<u§1112qtion facllity,
and the’AEC-muét'indemnify these licenses agalnst publilc
liability up to $500 million pér nuclear incildent., Indemnity
applies to liability in excess of the required amount of
financiai'protection. Financlal protection is not required
of nonprofit educational institutions and Federal agencles,

even though they are indemnified under the law.

L, The Commission's régulatioﬁs permit 1icensees to
furnish financial protection 15 the form of a nuclear ehcrgy
liabllity insurance policy which 1s set forth in the
regulations. The insurance policies insued by the two

syndicates are ldentical with this form, When a change or

addition 1is proposed in the policies, it must be approved by
the AEC. ‘ '

-9 - E © ' Appendix "¢"




5. Comments or suggestions regarding this pgoposed
change 1n COmmission regulations, 10 CFR Part 140, "Financial
Protection Requirements and Indemnity Agreements", may be.sent
to the Secretary, -U.S. Atoﬁic Ehergy Commission, Wa;hington
25, D.C. within 30 days after publication of not1ce in the

Federal Register on

- 10 - Appendix "¢"




