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UNITED STATES OF AMERICA
ATOMIC ZUERCY COMMISSION

------“--Q‘-ﬂn----.--

s
In the HMattar of: 3
:

METROPOLITAN EDISON COMPANY : Docket HNo. 50-239
:
{(Thre2~liile Islapd Nuclear Pacllity,
Unit §1) :

Heariay Rcom No. 1
Public¢ Utilitiszs Commission
Coumonwealth & North Streets
Barriaburg, Paansylvania
7 Hovamber 1973

Hoaring in the ahove-antitlad matter was

recoavened, pursuant to edjournment, at 9:30 a.m.,

BEFORE:
CHARLES B. EASKINS, Zsc,, Chairman, Atomic
Safety and Liceneing Zoard.
DR. JOHEN R. LYMAN, Xember,
DR. M, STAULEY LIVINGSTON, iamber.
APPEARANCES:
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WITNESSES: DIRECT CRCSS RIDIRECT 2ETCROSS

Zerbert 8. Lenenverg 51¢ 530

James McVey 336 554

EXHIBITS: POR _IDENTIFICATION IN SEVIDENCE

None.
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cross-c:amination.

That is the next business before the Board.
However, the hour is getting late, and it's getting toward
lunch time, and I think we probably could not finish with
Dr. Carson before lunch; and, therefore, I suggest that we
how recsss, have a luncheon rscess, and return here at 1:30.

(Whereupon, at 12:03 p.m., the hearing in the
above-entitled matter was recessed, to reconvene at 1:30

P-m., this same day.)
I




$2
1

10
11.
12
13
14
15
16
17
i8

19

£ B R B

B

515

APTERNOON SESSION
{2:90 p.m.)

CHAIRMAN HASKINS: The hearing will now be in order.

Mr. Sager, Counsel for the Intervenor, Jdo you have
a witnees to present this afternoon?

MR. SAGER: Yes. We havs Dr. Panenkerg on Con-
tention No. 10 concerning cost-benefit analysis and the
insurance question.

I have discussed with other counsel Dr. Denenberg's
qualifications, and I believe that it is well known that
Dr. Denanberg has been and is presently the Commisaioner of
Insurance for the Commonwealth of Paennsylvania.

I believe that all parties are willing toaatipulate
that he is an expert, qualified as an expert witness, in the
matters of insurance.

MR. GITNER: So stipulated, Mr. Chairman.

MR. TROWBRIDGE: Agreed, Mr. Chairman.

CHAIRMAN HASKINS: Mr. Sager, are you prepared to

have the witness sworn?

MR. SAGER: VYes.
CHAIRMAN HASKINS: Dr. Denenberg, would you raise

your right hand?

Whereupon,

1408 270
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having been first duly sworn, was examined and testified aa

follcws:
DIRECT EXAMINATION
BY MR. SAGER:
Q Or. Denenberg, at my recquest, did you prepare

certain testimony?

A Yes, I did. I have a written statement.
Q Would you please read that directtestimony?
A Okay.

Mr. Chairman and mexberc of the Licensing Board,

I am Herbert S. Denenberg, Insurance Commissioner of the
Commonwealth cf Pennsylvania. I hold the degree of doctor of
philosophy in applied economic: and insurance and I was,

prior to assuming my present position, professcr of insurance
at the Wharton School of the University of Pennsylvania. I am
also an attorney.

In my capacity as State Insurance Commissioner I
racently conductad public hearingas on the risk and the
insurabiiity of puclca: poewer plants in Pennsylvania. These
hearings included testimony from the Atomic Energy Commission,
the nuclear irsuranse pools, utility companies, reactor
manufacturers and other groups which ganerally favor the
construction and operation of nuclear powar plants; thay also
included testizony by scientists, lawyers and other private

citizens who are deeply concerned about pcoblems which these

1408 271
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! H plants pose for the health and safety of the general public.

3517

I wish to direct my brief remarks teday to a
pPart cf the tenth contention of the Intervenors in this
Proceeding; namely, to the assertion that insurance costs
have not been fully included in the NEPA review concerning
Ccost-benefit analygis ana alternatives with respect to the
Proposed nuclear powar plant to be Operated at Three Mile
Island near Harrisburg, fThis centention is one with which
I am in complate agreement.,

To be fully accurate and meaningful for the
Purpcses it is intanded to farve, the cost-benefit analysis
contained in the Environmental Statement for the Three Mile
Island plant should include & fully accurate and meaningful
8tatement of the costs relating to insurance which will be
incurred in the oparation of the plant,

One such cost, the Tost raadily apparent insurance

government in order to maintain the $560 million of liabilisy
Soverage which ig mandated by the Prica-Andarson Amendment

to the U. 5. aAtomic Energy Act, This direct cost to the
utilities will include, for Unit I alona, $£270,000 annually
in payment for $9S million of Covarage which will be provided
by private companies as wall as $76,050 annuaily in payment

for an additional $i6= millicn of CSverags which wili ke

rne 272
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provided by the federal government through the Atomic Energy
Commission. Thia rapresants a total minimum cost of $346,050
lnndally, or nearly $14 millicn ovar the 40-year anticipated
lifetime of the plant, for insurance coverage. The actual
final cost will of course be significantly greater, due to
the relentless toll ot inflation.

In itself a substantial expense (and much greater
than a utility would expact to pay for liability coverage on
a4 conventional plant with the Same gensrating capacity), this
direct cost incurred by the utilities is not, however, the
exclusive or even the Principal cost to be incurred with
respect to insurance.

Under existing law, other more substantial
insurance costs will be incurred by the general public ~~
or by the federal government at tha expense of the general
Public -~ rather than diractly incurred by the utiliev
companies as their stated coat of doing businese. These are
the hidden, uastated insurance costs which the public
absorbs in order to enable the utility companies to oparata
nuclear reactors with the appearance of @conocmy and profit,
including the two Proposed for Threce Mile Iasland, with the
appearance of 8conomy and profi:,

Although such public cogts may be legal in the

context of present federal legialation on atomic energy, they

cught not to remain hidden frem the public view and cartainly

1408 273
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provided by the federal government through the Atomic Energy
Commission. This represants a total minimum cost of $346,050
annually, or nearly $14 millicn ovar the 40-year anticipated
lifetime of the plant, for insurance coverage. The actual
final cost will of coursa be significantly greater, due to
the relentless toll of inflation.

In itself a substantial eéxpense (and much greater
than a utility would expact to pay for liability coverage con
4 conventional plant with the game gensrating Capacity), this
direct cost incurred by the utilities is not, however, the
exclusive or even the Principal cost to be incurred with
respect to insurance.

Under existing law, other more substantial
insurance costs will be incurre¢ by the general public --
or by the federal governmeant at tcha expenss. of the gsneral
public -- rather than diractly incurred by the utiliey
companies as their stated cost of doing businesa. These are

the hidden, unstated insurance costs which the public

absorbs in order to enable the utility companias to cperate
” nuclear rsactors with the appearance of @concmy and profit,
1nc1udinq the two Proposed for Three Mile Iaslang, with the

appearance of 8conomy and profic,

Although gueh oublic costs may be legal in the

context of preasent federal legialation on atomic energy, they

ought not to remain hidden from the Public view apg cartainly
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they ought not to be excluded from the comparative costing of
nuclear plants which is required by the National Environmental
Policy Act.
' The first of these public costs for the

Three Hile Island plant is the governrental subsidization which
is involvad in the U. S. Atomic Znergy Commissican's provision
to the utility companies of $465 million in insurance pro-
tection in return for the utilitiss' paymant of a flat rate
indemnity fee which does not adequately reflect the true value
of such coverzga.

it i3 somawhat difficult to assesa “he markat
value to the utiiitiez of ths AEC indemnificaticn program
becausa the private insurance industry has been unwilling to
price, much less to provide, any coverage in sxcess of itsg
prasent maximur of $95 million. Yet a rough indication of
the disparity between the rates charged by private insurers
and by the federal government can re seen in the fact that
the private insurance Pools charge $270,000 for their $95
million of coverage while the AEC charges only $76,050 for its
$465 million of coverage. On the average, therefora, the
utility owners of Three Mile Island can be expected to pay a
ninimum of $2,340 per million dollars of coverage purchased
in the private insurance market; for coverage providad by the

AEC, their coat amounts & only 3164 per million dollavs of

coverage.

1408 275
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Customary insurance principles suggest that the
owners of Three Mile Island and of other reactors right
expect to pay proportionately more for the lewer than for the
upper levels of their coveraga, since it ig likely that there
will be more claims presented against che lower level than
the upper levels of coverage. This principle is illustrated
by the fact that the utilities must pPay a premium of $32,500
for the first one million dollars of coverage provided by
Private insurers compared with only $1,0C0 per million for
coverage above 340 million.

But it is highly unlikely that privato insurers
would provide any coverage at whatever level for less thanl‘
$1,000 per million, which is &ha amount Assignated by them
as tha basic ainimum charge for nuclear liability insurance.

Pigured at this rate, the trus value of.ths
$465 millioca of covarage which will be provided by the
general public through the Atonmic Enorgy Comnmission is no
less than $463,000 annually. The difference betuéen this
amoutn and the $76,050 actually charged by the ARC is
$388,950 annually, or $15,558,000 over thae anticipated 40-year
lifetine of the plant.

This is the first hidden public cost of nuzlear

liability insurance which should be considered, Lut 8o far has |

n0t been, in costing the Three Mile Island nuclear plant and

comparing it with altarnacives.

1408 276
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A secord major cost of the Three Mile Island
plant which will be incurred by the ganeral public rathsr uhan

by its utility company owners is that associated with {a)

Compensation defacts in the mancdated $560 million of 1naurancc

Coverage which supposedly is provided for the express purposa
of protecting the public; and (b) the arbitrary cut-off of
insurance bensfits (as well as common law remedies) for all
damages in excess of $560 million.

A good deal has been made of the $560 million of
insurance "benefit” nmandated by the Price~Anderson Act, but
it also needs to be peinted out that the actual recovery of
these benefitas by injured parties is by no means assured.
Despite the enactment in 1966 of azendments designed to
liberaliza the availability of banefits o the public, it
remains hecessary nonotheless for injured parties to establish
4 causal chain betwoen radiacion expogsure Lr other harm
produced by nuclear Products and the fact of their own
injury. But nedical experts have clearly stated that
injuries Tesulting from radiation exposure may take ag long

as 20 years or more to manifest themsaelves, and that when

—— ————————— S ———— ——— s

i e T ——

e S——

. —————————

they do, they may appear clinically idantical to non-radiation

induced injuries.

The difficulty of legally establishing a causal
link with an incident of Tadiation exposure in such circum-

8tances should bg obvious, and it is e@qually obvious that £he

14C3 211
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fallure to overcome such obstacles will raesult in the danial

of compensation from the liability insurance coveraga raqui:sd:
under the Price-Andsrson legislation. 1In addition, legal
scholars have fuggested that present law providea no i

&daquate means whereby injured parties are able €0 racovar

- ——

compensation for life-shortening, for genetic damage, and for

othur special types of injury which can result from accidantal
radiation exporure. ?

The history of claims expsrience under nuclear

———— v o——

insurance thus far illustrates that the nuclear insurers will
not hesitate to attempt to disprove responsibility for
injuries attributed to the activities w.ich they insure; after
all, it is ¢n their business interast te do 80. Omscurrent
C&. involves a claim for several million dollars in damageq
for a laborer who handled faultily packaged radicactive
haterials which, according to AEC-authenticated reports, laaked
a trail of radiation halfway across the eastern United States.
Yet responsibility for the Severe cancerous condi-
tion which the vorker manifested four Years after this
exposuve has been vigorously contasted during five years of
lagal proceedings by the Ruclear insurance companies, whe |

23sert that the illness ight be attributable to other causes.

If not compensated or it inadequately compensated

from th. -dability ingurance providaq for this purpose, the

. — i ——

costs of radiation~-inducad injurice Possibly rasulting from

1408 278
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the operation of the Three Mile Island plant will not

thereby cease to be real costs; they will simply join the lis:‘
cf hidden costs of nuclear activity which must be eveatually
abeorbed by members of the public. i

Serious as the ohstacles to recovaring compensa-

tion from the existing $550 million of insurance covarage are,

however, an even greater public cost ie ambodiad in the

arbitrary cut-off of ipsurance coverage for any possible
damages in excess of $560 millicn. This limitationof
insurznce protecticn, coupled with the abrogation of legal
liability of the plant owners and reactor manufacturers for
I| any claims in excoss of §560 million will constitute the
vitimate subsidization by the general public of the
Three Mile Island plhht.

The plant owners will ucdoubtedly deny that this
|

capping of benefits and liability represents any real material |

value to them or, conversely, any real cost to the public.

w They will peint proudiy to the fact that noc member of the
public (as opposed to workers ia or associated with the

activity of the industry) has been killed, and no catastrophic

accidents have cccurrad, in 17 vears of experience with

nuclear raactors.

And they will assert that on the baais cf this

L]
|
safety rscord and their continuing zeal to make roaetors !
\

o —— i

uncermonly safe, the public would be foolish to WOorry about

3 \408 279§
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the financial zonsequences of an aceidont cos:ing more th-n '
$560 wrillion or, for ihat matter, =ny major accident at all.

All thece arguments by zhe utilitice are

irrelevant, of courasa, The utilities do not take their

Own agsurances about safety seriovsly enough to placa their

corporats necks on the line by rerouncing their examption

from liability for a catastrophic aceideat, and in fact

B ——

they Iinsist oa the coatisuance of this exemption as a condit101
of their operiting nuclear plants.

If pressed, they will admit that a catastrophic
aceident is both conceivable and poasible. And if such an
accident occurs, the fact is chat it will be %he gaereral
public -~ and not the utilitiee ani the reactor mancfacturers
== who must bear the cost.

The possible magnitude o2 @ catastrophic accident
4t @ nuclear power plant has Lesen twice studied by the
Brocokhaven National Laboratory in bhahalf of the Atomic
Energy Comnmission, 1In 1957, prior to tne Congressional

enactment of a $560 mtllion liabily sy cut-off, tha laboratory
raported that such an accident could conceivably cause 3,400
deaths, 43,000 perecnal injuries, and cos= 37 tillion for
Property damage alonae.

In the early 19i0z the Leboratory did an updata of

is earlier study, an updata wiose 20acliucions wara koot ssoret

fron the public until June of this year. Thi:z revisad study '

1408 280
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indicated that a catastrephic accident might cause 45,000
fatalities, 100,000 personal injuries, and cost $17 billion or |
mors for proparty damage aiona.

But the utilities will say that, wvhatever its

S T ——.

conceivable magnitude, a catastrophic accident is highly
improbable. Their 17 years of successful experience with |
reactors proves this, they say.

I say, from the point of view of iasurance

administration, that our 17 vears of previous exparience wlith

Teactors tell us very little abcut their futura safaty record

L -

Or about the future probability of a cataatrophic accidant.
What we have sean 80 far is no more than the tip

©of an iceberg. Do the utilities really believe that the

perforrance of 1,000 or more masgive raactors as large or
larger than the §71 magawatt Unit I at Three Mile Island
can be 2afely predictad upon the early parformancs of a
handful of reactors, many of thez much smallezr than those now
being bulle?

The private insuraance industry suvppcaeadly has
some expertise in evaluating 4he probable fraguency and the

magnituds of accidentzl sccurrences in order to provide for

S —— .. . - — - ————— ——-5.+ o Y s, o o

their compensation and to zake a profit in the bargain. In the

SO

matter cof nuclear insuvrance, it is 2y judament that the

limizations of expericnce and the prassure of publie policy

have rendered the privace insurance Pools un:haractetistically i

1‘ AC)\G .)_8\



526 !
inl2 ' || =ervila to the "party lire” on safety of the industry which
. B they are insuring. Ye%, some of the actiocns ag opposed to

3 tLu‘public rhetoric of thesa private insurers is axtrazaly

B instructive.

B e T ——

5 ; In contrast with much higher levals of liability :
6 covniaq. which they have been willing to marke: for some
7 areas of conventional risk, the private insurers have warily
8 || limited their coverzge of nuclear risk to $95 million, a ;
9 sum which is the merest pittance in terms of their assets and
10 overall financial capacity. I might insert at this point in
i all major cities a singla company might have more than $2
12 % billion on the line.
. 13 The normal appezl of a volume businass with

14 extansive profit, it appeare, will not induce them to provide

15 || coverage for even the mandated $565 million of nucloar

-

16 liability, and much less for any covarage beyond that level.
- And how do tha private insurers actually asseas

18 || thedr risk for nuclear accidents in excess of $40 million,

19 that is for the range of accidents which begin to juscify the

. 20 || terms "major® or “catastrsphic®? Taking into coneidaration an

21 alicwance for profit and cperating expenges, thoir $%,000
per millien minimum premium charge for this upper level

coverage amounts to an implicit judgment of an approuimate

5 B

1/1700 probebility of a zajor accidant, a working procability

®
N

asgsessment which is much less conservative (or assuring) than

&
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inl3 the rhetorical estimates of some nuclear proponants. i
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o
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My own view is that thils o~obability assessment

(&

may deserve to be still less consarvative than it ia, But if

41l we assume for the ake of discusesion that it i¢ a

——— -

- “ zeasonabls judgment, and if we apply it to the revised |
._5 Brookhavon Laboratory figures on tha possible magnitude of ;
"'a catastrophic accident, wa will bagin to get scme idea of
o ; 8 the pissible cost to the public of the .sting ceiling on i

e |l nuclsar accident liability above $560 million.

10 1 The Brookhaven zravised study contains a $17 billion

—————

Il" estimate of possidble Proporty damages due to a catastropaic

accident. It also estir.tae pessible deatks of 45,000 and

‘ 13 ” personal injuries of 100,000. If we apply what I would

14 regard as conservacive individual and societal costs of |

13 $300,000 per fatality and $100,000 per radiation injury, we

|edH can calculate that the cost of deaths and injuries might be
17 $13.5 billion and $10 billion respectively, for tot.l costs
‘aﬂ. of 3‘0.5 billion for a catastrophic nuclear accident.

19 If, using the drincipler of actuarial scienca

20 which are the baszis for insurance decisions, we wera ()

T o — ———— —. . —— .

21 cumbine these figuras on probability and magnitude of a

R

possible nuclear accident in order to deaign a realiscic

insurance procram to msot this need, we would calculate an

3

insurance premium of at least $23.35 million per year par

®
8

e TCR———

25 || reactor.

| 1408 283




"

10
1
12
13
14
15
16
17

18

its nuclear coverage above even the $100 million level, will

528
But clearly the utility companies, which have
heratofore expressed strong cpposition to even a modest 1nc:0as‘
in the scope of their present liability, will be unwilling
and probably also unable to purchase such coverage. And

clearly, too, an insurance industry which now balks at raising

be unwilling and also unable to extand that coverage to
provide rsesalistically for a possible $40.5 billion accident.

In the abs;aco of such insurance, and with the’
cut-off of liability at $560 million which now prevails, we
must calculate instead a public subsidy to the nuclear
industry, and ahidden cost to the general public, of $23.5
million per year in ccnsequence of the proposed licensing of
a4 nuclear plant at Three Mile Island. This public cost, I
aigth add, is in itself more substantial than the §23.3 million
figure which the owners have projected as the entire annual
operating cost of the proposed plant.

Mr. Chairman, I believe that the entire series of
undisclosed but quite real insurance-related costs which I have
deacribed in this statement nmust be includad in any accurate
coet-benefit or risk-benefit analysis of the Thrae Mile
Island plant. I believe tha:t when these costs ars
proparly included, it will beccme apparent that the licensing

of this pnt wouid be unwiz and unwarranted.

My own peraonal and professional J “gmant is that

na DRA |
1408 28% |
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on purely economic and insurance grounds, the Mcensing of

1

the proposed plant under present circumstances would coastituta

!
a blatant and inexcusable act of fiscal irresponsibility and |

e S ——

2 basic violation of the Public trust.

Howevar, even if its owaers were willigg =
and able to provide sufficient insurance coverags to protect
the financial interes: of the public,.I would judge that the
price, in human and moral tezmg, is still too much to pay.
There are some risks which not sven the skillfully applied
@onstary balm of insu-ance can make acceptable, and I judge

that thia ia Plaialy ones of them.

—————..
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CHA;RQAN HASKINS: Thank you, Dr. Denenbarg,
for a very thought—provoking statement.

MR. SAGER: Docter -- if I may, Mr., Chairman?

BY MR. SAGER:

Q Is there anything to addz

A Yes. Today, of financial necessity the
Intervenors have been forced to agree to a campromise, in
order to get the utilities to install a charcoal filter
to reduce low-level radiation, the Intervenors had to
agrae to withdraw immediate objection to the licensing
of this plant.

This shows that once again the nuclear establish~
ment. has ranscmed the public interest for its own benefit.
In order to get a safaedy device which should be mandatory
t? protect the health of the public, the nuclear establish-
m;ﬁt forced the ‘Intervenors to drop their objections by
using financial coercion.

MR. GITNER: Mr. Chairman, may I ask at this
point how long the statement is going to take =~ if
Mr. Denenberg knows?

THE WITNESS: PForty nore secondg.

MR. GITNER: 1Is it more than one pagé?

THE WITMBSS: I have a hali a page to ge.

Seamingly, the Atcmic Energy Commiesicn nas

especially designed procedures to lock out the little guy.

\&03 286
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can’'t afford the high legal cost of fighting the billion

dellar atomic establishment, no matter how wrong that nuclear .

establishment happens %o be.

Here, deapite the merits of their contentions, the |

Intervencrs had to give in to a one-sided canprcmise because

they could not afford the legal fees to carry on.
This shows the public interest is not being
protectad because all the money and resources are with

the utilities. It is also tragic that the Atomic Energy

Commission has not guaranteed these issues can be considered,

ard that it has not guaranteed that Intervenors can properly
present vital issues.

8o I would suggest that the AEC do two things:

Pirst, require such filtration devices on all
things; and second, the AEC should force consideration of
all issues affecting the public.

CHAIRMAN HASKINS: Dr. Denenberg, does that
complete your prepared statement?

THE WITNESS: Yezs, it does.

CHAIRMAN HASKINS: Do you have anything you wish
to add at this time?

MR. DENENBERG: No.

CHAIRMAN _\SKINS: Mr, Sager, do you have any
questicns of the witness?

MR. SAGER: I have no further direct.

o o — . S g~ g " W———
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! CHAIRMAN BASKINS: Dr. Denenberg, as vou know, it

jxb 3

2 | is the custom of the Licensing Board to give the other

3 parties an opportunity for cross-examination. Whather they
4 have questions or not, I don't know.

3 I will first call on Mr. Trowbridge, counsel for
6 the Applicant.

7 MR. TROWBRIDGE: Mr. Chairman, I have no cross-
3 examination of this witness for the reason that, as agreed
9 among counsel, the next order of business after thie will be
10 the presentation of our own testizony on the subject of

1} insurance.

12 I do wish to reccrd for the record my resentment
13 over the statement, supplemental statemert, made by this

14 witness if the substance of that statemert was known to

15 counsel for the Iantervenors.

16 ‘ CHAIRMAN HASKINS: Well, the Board notes your
17 statement, Mr. Trcweridge, and ths Board will evaguate the

is supplemental statement and the main ftatement, of sourse,

18 for its consideration. b

20 Mr. Gitner, counsel for the Regqulatory Staff,

21 | do you have any questiozs at this time?

22 g MR. GITNER: !lir. Chairman, as you know, and the

23 ' other parties know, we have given a notice of depceition

24 !5 for Mr. Denenberg. | We would iike to zeserve our right to
f

25 ‘ move to striks auch portions of the ta2stimony at a latar

e o ——
— ———

1408 288

S ae



jzb 4 ! -

! date that we feel are inadmissible or irrelevant to these
2 | proceedings under the Bocard's prehearing coanference order.
3 We would ask that we alsc be allowed to recall
= Kr. Censnberg at a later time to cross-examine him and to

5 2180 present rebuttal testimony on the points that he has

6 raised.
7 At this time I wculd also enter our objection to

& the supplemental statement of Mr. Derenberg. I feel that

9 it is somewhat ocut of place to discuss whatever reasons

10 ¥r. Denanberg believes the settlemeat was reached, and we
1 would alsc object to his statsment for the record that the
12 public interest is not being protected by the Atamic Energy
13 Commission.

14 Othexr than that, we have nothing mores at this

18 tise, Mr. Chairman,

16 CHAIRMAN HASKINS: Thank you, Mr. Gitner.

17 | Mr. Adler? Do you hava any questions?

18 MR. ADLER: Mr. Chairman, we have no questions
19 f nor additional comments.

20 | CHAIRMAN HASKINS: Thank you.

21 Mr., Sagex?

22 MR. SAGER: Counsel for the Intervenors did not.
23 | hear the statement that was made by Dr. Densnberg,

However, I believe that it should be obzerved for the

record Commiagioner Denenberg has held public hearings

1408 28°
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concerning the matters that he set forth in his statement, snd?

i

jzb S5

2 1 I believe that in tlat respect attention and great weight

P

3 should ke paid to proposals and recomwrendations made by the

4 Coumisgsioner.

B —

5 | Thank you.
6 CHAIRMAN BASKINS: I will agk the Board me mbers

7 if they have any questions.

[ Dr. Livingston?

9 DR. LIVINGSTON: No questions.

10 DR. LYMAN: ©No questions, Mr. Chairman.

1 CHAIRMAN HASKINS: Thank you, Dr. Denenberg.

12 I think that concludes your pregentation this afternoon.

|
:
l
t,
13 THE WITNBSS: 1If I may just make a brief ‘
|
14 statement? ;

|

15 CEAIRMAN HASKINS: Yes, indeed.

13 THE WITNESS: I simply must say that I thought ’:
5 i this was an ideal forum in which to comment on the '
18 sattlement and I also thought it was an ideal forum on which |
19 to comment upon the performance of the Atcaic Energy

20 Commission.

I thank veu for vour att eation.

CHAIRMAN HASKINS: Okay. Thank you.

{(Witness excused. )

CHAIRMAN HASKINS: Mr. Sacer, do you have any cther

i
!
! witneszes at this tims?
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MR. SAGER: No, sir.

CHAIRMAN HASKINS: Mz, Trowbrid-e, do you have
any othar witnesses?

MR. TROWBRIDGE: By agreement of counsel,

Mr. Chairman, Mr. McVey, cur next vitness, would Le next in
order.

CHAIRMAN HASKINS: Yes. Would you call him at
this time.

MR. TROWBRIDGE: Yes,

Mr. McVey, would you come forward.

MR. TROWBRIDGE: Mr, McVey, would you state your
full name and address and present business affiliation?

MR. MC VEY: My name is James R. McVey. I live
at 41 Willow Avenue, North Plainfield, New Jersey. I am
currently an Assistant Vice President of the Prank B, Hall
& Ccmpany, Insurance Broke rs, at 88 Pine Street, New York.

CHAIRMAN HMASXINS: Czuld you speak up a little,
Mr. McVey?

MR. TROWBRIDGE: It will be neceasary for you
to speak quite loudly, particularly szinge your back i3 <o
the people here.

MR. MC VEY: Thank you.

MR. TRCWERIDGE: Mr. Chairman, would you
swear the witness?

CEAIRMAN EASKINS: VYes. 18

14
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Whereupon,
JAMES MC VLY
was called as a witness on benalf of Applicant, and, having
been first duly sworn, was examined and testified as follows:
DIRECT £ MINATION

BY MR. TROWBRIDCE:

]
)

Q Mr., McVey, I show you three pages of paper clipped :

together. The second and third pages are entitled, up in
the right-hand corner, "Confidential Resume®.

I regret the word "confidential”., It is
obviously the resume of James R. McVey, as it says.

The firat sheet is entitled "Supplement to

MR. GITNER: BExcuse me, Mr. Trowbridge.

The Staff would stipulate to Hr. McVey's
qualifications and his resume may be bound into the record
as if read.

MR. SAGER: Ve will so stipulate, also.

MR. TROWBRIDGE: All right.

In that case I will amend that slightly if it
may be copied in the record as if read.

CHAIRMAN BASKINS: May we strike the word
"coanfidential®?

MR. TROWBRIDGE: Yes, pleasc 4o,

CEAIRMAN HASKINS: Very well,

1408 292
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(The text of the document follows:)
SUPPLEMENT TO RESUME
James R. KcVey
41 Willow Ave.
Horth Plainfield, N.J. 07080
Telephone §201~755-2968

PERSONAL
Pifty-’ ree years oid, born September 25, 1520, New York
City.
Married ~ Pour children, :ges 19, 18, 13, ard 11.
Present security clearance -~ LX.
EXPERIENCE
Frank B. Hall & Co. of N.Y., Irc. = May 1973 to present
International Insurance Brokers.
Position - Assistant Vice President and Maragexr of Nuclear
Departmant.
Marsh & Mclennan - September 1267 to May 1972 - Intcrnational
Insurance Brokers.
Poaition - Nuclear Consultant
Act as advisor and consultant to clients in metters
pertaining to Nuclear Property and Lishility Insucance.

RISUME

James R. McVay
38 Zast Avenue

Westerly, Rhode Island 02851

}&08 293
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Telephone: 401-496-1019

PERSONAL

Porty-six years old, born 1920, New York City, New York.

Married. PFour children, ages 13, 12, 7 and 4.

Pive feet, four inches tall, 165 pounds, excellent health.

Willing to relocate and travel as required.

Conversant in Prench.

Honorably dischargsd in 1946 as a Sergeant from the U.S.
Alr Porce.

Present security clearance is Sacret.

EDUCATION

Polytechnic Institute of Brooklva ~ B.S.M.E., 1954

Brooklyn College -~ One year of Liberal Arts

Mohawk College - Twe years of Pre-Engineering

OBJECTIVES

Increased growth potential and responsibility ia Me chanical

Engineering as an Assistant Chief of Senior Project Engineer.

EXPERIENCE

General Dynamics ZElectric Bocat Division, Grotoa, Conn. 19653

to 1967. This division produces nuc’ear and conventioual
powered vegsels for the govermment. ZEmpleyed as:

Senior Project Engineer:

Responsible for formulating technical specifications of pumpa,

distilling plants and adainistrative spacifications for

the NR-1 Project.

1408 2
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Reviewing und appproving proceduves and technical manuals of
equipment for which I a2m respensible.

Performing technicsl evaluation of proposels which requires
familiarity with military specificationa.

Reviewing designs and performing necegsary calculaticons
such as zhaft critical speeds, stress and heat balarces.

Assisting other departwents as Technical Consultant

and maintaining liaison with the custcmer and vendors.
Reporting to Mr. R. H#. Dudda.

Dressexr In¢ istries, Industrial Valve and Instrument Division,

Alexandria, Louisiana, Formerly Manning, Maxwall and Moore.
1960 to 1965. This division manufacturas valves for the
petro-cherical industry and employs approximatsly 700
people, started as Project Engineser and promoted to
Resident Bnginsor.

As Resident Engirser:

Responsible for and supervised the activitics of several
engineers, draftsmean and clarks.

Requiring the ability to deal wiih psople at all levels
both within the company and within the custcmer's plants,
Maintained all technical corraspondence with foreicn
licensees in Burope, Mexico and Japan including uravel to
these countries as required.

Designed and supervised installation of & Staam Plow Fecility

which received A,S.M.E. certifiecation and wags appoinuced

\&35 {?3
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Official Observer.

Responsible for the modificaticn and or ccmplete redesicn

of safety valvea for various convencional and nuclear appli-

cations.
Served on the American Petroleum Instituta's Manufactur
Sub~Commnlttea for Safety Relief Devices.

Conducted extensive tests for a Pilot Operatsed Boiler Valve

at the Naval Boiler and Turbine Leboratory, Philadelphia, Pa.

Reporting to Mr, H, E. FPerrill.

As Project Engineer:

Responsible for the development of new safety valve designs,

frem inceptica through test, including cost analysis
and pilot run.

Requiring knowledge of Thermodynamics, Matarials, Stress
Aralysis, Flui¢ Flew, Spring Design and Basic Blec~rical
Engineering.

Designed and developed 2 new line of Low Pressurse Safety
Valves which have bean A.S.M.E. certified and commercially
marketed.

Assisted in the dsvelopment of a Themmo-Lip Disc for

an electrically operated valve which has besn awarded a
patent, pumbered 3,174,713.

Responsible for the analysisz and resolution of field
problems,

Westinghouse Electric Company, Betiis Atomic Laboracory,

79
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Pittsburg, Pa., 1955 to 1960. This division produces the
reactors for the nuclear submarines aad employs approxi-
mately 5,000 peopla. Started ag a Junicr Enginser and
pProgresses through four grades to Enginacr.
As Engineer:
Responsible for formulating specifications for filters,
Pressure valves, heat exchangers, purmps, piping and valves.
Established a Lead Bonding procedure for Shielded Pressure
Vessels.
Contributed to the Development of a High Pressure Ceramic
to Metal Seal for Electrical Heaters.
Maintained technical liaison between bendors, the Navy,
and shipyards.

(End of document.)

BY MR. TROWBRIDGE:

Q Mr. McVey, did you prezpare a statement

relating to nuclear insurance the the auclear insurance

program for this proceeding?

A Yes, sir, I did.
Q Would you, Mr. McVay, proceed to re2ad that
statement?

CEAIRMAN HASKINS: Mr. Trowbridge, just a
Dcpent. We are just at the point where I am wondering if
Mr. McVey would prefer to stand av the podiun, in which

event perhaps his voice would projzct more towards the

98 191
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pe~nle in the back of the rocm.

I

jrb 13 "
i TEE WITHESS: Thank you.
L]

Mr. Chaizman and Membersz of the Licensing Board;

I

my name iz James McVey. I am an officer of Frank B. Hall &

(&)

Company of New York, Insurance Brokers, and Manager of
B their Nuclear Department. .
7 I hold a bachelor of Science of Mechanical

4 Engineering degree from the Polytechnic Institute of

W

Brooklyn.
10 On August 14~ 16, 1973 I attended the hearings

1 before Commigsioner Herbert S. Denenberg of the Pennsylvania
12 Insurance Department ralatiag to nuclear ingurance. Among
‘ 13 the witnesses testifying befora Commisgsioner Denanberg

id was Mr, Joseph Marrone, who presented testimony concerning

18 the history, operaticnz and premium rates and refund policiesi

16 H of Nuclear Energy Liability Insurance Asscciation,

17 L commonly known as "NELIA". Mr. Marrone has been General
18 5 Manager of MNELIA since 19§7.

19 E I have read the testirony presented to this
20 z Board by Commissioner Densnberg. In his tastimony,

2 i Cammigsioner Denenberg made certaln statements and draws
22 g certain infarences with respect to the cost of nuclear

>
<

liability insurance which are not carrect, ad which I

believe reflect a micundarstanding of the testimeony that waes

~n N
wm -

praesented to him at the hsarings which he held in Auguat.

1408 299
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i

Commissioner Denenberg states on page 2 of his
testincay that the annual premium cost for nuclear liability
insurance for Turee Mile Island Unit No. 1 will be $2706,000
annually in payment for the $93 million for coverage to be
provided by NSLIA, and $76,050 arnvally in payment Zfor an
additionsl $465 million of coverage which will be provided |
by the Federal Govermment through the Atemic Energy ,
Commission. He goes on toc state that this represents a ?

total minimum cost of $345,050 arnually, or nearly $14 million

over the 40-year anticipated lifetime of the plan* for
insurance coverage.

In presenting this figure, Commissioner Cenepberg

has ignored completely the Industry Credit Rating Plan
about which Mr. Marrone testified before him on Augugt 15,
Under that plan, about 73 cents of every premium dollar paid
to NELIA is placed in a resarve fund which is disbursgsed to

NELIA to pay loss and loss expense or to pay refunds to

insureds. Such refunds are made after a ten~-year walting
period. NELIA affectively began its opezatioas ian 1957 ;
when the muclear power industry was also just beginning. |
In the years 1957 through 1263 a tctal of $5,312,500 j
of the premiums received by NELIA ware placed in the rezarve
fund and, at the conclusion of the ten~ysar waiting period,
$5,128,044 or %5.5 percent of the sum placed ia the reserve

was refunded to insureds by NELIA. Etated anothar wiy. the

\&38 299:
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:gfunds were equivalent to approximately 70 percent of the
total premium paid. I shall also point out that similar
data, through 1972, are contained in Teble 8-2 of the
WASH-1250 report of the AEC, dated July 1973, referred to

— e eta——

by Commissioner Denenberg in his testizony.

If one applies this experience to his $2 70,000
initial annual pramium for NELIA coverage for the Three
Mile Island unit, the net annual prexnium would be approxi-
mately $81,000, or an average of approximately $852 per
million dollars of coverage for the $95 millicn of coverage
provided by NE_ZIA. |

Stated another way, Commissioner Denenberg has
overstated by more than three times the nst cost of the
insurance coverags to be provided by NELIA, even though he
had the correct information available to him in Mr.

Marrone’'s testimony and in the AEC publication on which he f
relies for other data.

This overstatenment is perpetuatad in other aspects
of Com missioner Denenberg's testimony. He recognizes at
page 3 of his testimony that custcmary insurance principles
suggest that the owmers of reactors might expect to pay
proportionately more for the lowar, and less for the upper,
levels of their coverage, since it is ulikely that there will
be more claims prasented agaipst tie lower than the upper

lavels of coversage.

1408 00
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j=b 16 |
! He illustrates this principle by stating that 5

= f the initial annual premium for the first $1 million of

3 coverage provided by NELIA iy $32,500 compared with only

: $1,000 per $1 million of coverage for coverage above

5 $40 million. But again, he has ignored the operation
8 of the Industry Credit Rating Plan. Assuming, on the basis |
7 of past experience, a refund of 70 ~arcent of initial

8 premiums, the net cost for NELIA coverage would be $9,750
9 for the first $1 million of coverage and $300 per S1

10 million of coverage for covarage above 540 million.

1 Commissioner Denenberg goes on to state that it
12 is "highly unlikely" th.t private insurers would provide i
13 any coverage above $97 million for an annual premium of i

14 less than $1,000 per million, and he then applies his
15 assumed $1,000 pe: $1 million of coverage figure to the

16 §465 million of covarage provided by the AEC to derive what

i7 | he characterires as "the true value” of such coverage, which ;
18 i he states tc be no less than $665,000 annuslly. iHe then i
19 i takes the differerce betwsen this amount and the $75,050 char;ad
20 by the AEC, or $388,950 annually, and derivee a figure of

21 $15,588,000 cver the anticipated 40~year lifetime of ?
22 the Thrae Mila Island Unit No. 1.

as H The troubla with Commissicner Denenberg’s f
20 | |

o 1408 101
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arithmetic is that it is based on incorrect premizes., As I
have just demonatrated, Commissioner Dencnberg should know
that the actual ncg»y:amium ¢coat of the insurance provided
by NELIA for the band of covarage between $40 million and
$95 million has been $300 per $1 million of coverage
and not the $1,000 assumed by him,

Secondly, I know of no basis for his assumption
concerning the rate that NELIA would charge for insurance

coverage for the band of coverage ncw provided by the ABC,

NELIA does not have, at the present time, insuring capability

to cover that band and, therefore, thers has been no reason
for NELIA to consider what the appropriate rate would be.

However, applying the same insuring principles
that Commigsionar Denenbery cites, it iz "highly unlikely”
that, if NELIA were in a2 position to cover the band between
$95 million and $560 millicn, the net annual cost per
$1 million of coverage would be less than that for tche band
between §40 aillion apd $95 million,

Another basic error in Cammissioner Derenberg's
computations is that he uses Jfigures for Three Mile Island
Unit No. 1 alcne and dose not taka into account the fact
that that unit is part of a propczed two~unit development,
with the secord unit having a siighily larger electrical
capacity. 1408 102
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| $304,750 for the first unit and of $132,212.50 for the i

second unit, or a total for the two units of $436,962.50,

[

E with the exposure applicabie to each unit ksing $95 million,

(5]

4 but with the total s=ite coverage being $95 million.

S In other words, if an incideat should occur in
5 either unit, there would be coverage up to $¢5 million.

7 But, if there should be sinmultaneous incidents in both

8 units, the total coverage would be limited to $95 million,

9 Howaever, the NELIA insurance coverage from the 21:::1i t

!
!

10 dollar of coverage up to $95 million for an incident at
11 either unit clearly invites greater insurance risks than

12 the risks involvec in the AEC coverage. For the band of

‘ i3 coverage between $10 million and $95 milliorn, the initial
14 annual premium rate for the second unit is $250 per $1 ntlliox*
15 of coverage and this is subject to the Industry Credit '

16 Rating Plan so that if refunds continue atthe 70 percent

N ———

17 rate, the net premium for the band between $10 million and
18 $95 million would be §75 per million. ,
19 By contrast, I should point out that the ;

20 | charge made by the AEC for its indemnity is not subject to

> refund. Thus, for the Three Mile Izland station, the NEC's

22 net annual charce of $16{ per million of coverage for the
23 ! $465 m..lion band of coverage betwaon $95 million and §560

million iz actually more than twice tle net premium charge

of $75 per $§1 million 2f coverage for the band betwaen

1408 303
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$10 million and $95 million that, based on a 70 percen‘
refund, one can reasonably anticipate for Three Mile Island
Unit No. 2.

Another way of approaching this might be to take
an average of the net premium cogt for the NELIA coverage
between $40 million and $95 million for Three Mile Island
Unit No. 1 and for Three Mile Island Unit No. 2. As I
have stated, a rsasonable estimate is $300 for $1 million
of coverage for Unit No. 1 and $75 per $1 millicn of coverage
for Unit No. 2, or an average for the two units of $187.50
per million. Certainly, in this light, the ABC charge
of $164 per $1 million of coverags for coverage between
$95 m..lion and $560 million does not appear to me to
bave any element of subsidy.

The private insurance poois do not yet have the
capacity to provide $465 million of coverage on top of the
$95 million of basic coverage they are already providing,
although they have increased their coverage by more than
50 percent since NELIA first began its opestion.

However, if they bad such insuring capacity, based

on the data that I have just presented, I do nct believe

that the net premium cost for insurance coverzge in the
range between £55 million and $360 million would be likely

to be in excess of an average of $164 per million of cevexraya

for that band, and particularly so if the pon~insurance

\AOB 104
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underwriting cost were 2liminated.

Az I stated, approximately 73 percent of the pram

dollar received by NELIA is Placed in a reserve, vith

the other 27 percent being used for aéministrative and

en gneering costs, premium taxes, acquisition costs, and
the like, including profit. Conseguently, in order to
measure the true insurance cost on a prxivate pool basis ae
an equivalent of theinsurance cosi of the government
indemnity, it would not be appropriste to uss 80 percent
of the attributed Private pool net premium rate. This does
not give any weight to the fact that the government's
cost of capital is hecessarily less than that of any
private inswrance pool so the governmeat can be recovering
its full cost of providing the indemnity and yet charge a
lower rate than auy private pool must charge.

The balance of Commissioner Densnberg’s teatimony

is not really directed to insurance matters or the cost of

insurance. Thua, Commissioner Denenberg first: extrapola tes

his wholly erroneous §1,000 assumed premium ra & per million

dollars of coverage into an implicit judgment that there
is a 1/1700 probabllity of a major nuclsar incidaent, and

then applies this figure to the Bookbavan studies concarning

the posaible damage that could occuxr if there ware to he a

Bajor nuclear accident, and nig assuraed cost per nuslaar-

1408 309
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He then applies his assumed $1,000 per million
premium rate figure again to arrive at insursnca premium ccst.)
I know nothing in the Brookhaven report or in the insurance é
indvetry's premium practices tiat would support any |
such assumptions as to the probability of a major nuclear

catastrophe.
My understanding is that the Brookhaven studias

were pramiged upon the view that the prcbabilities of major

— ———— - ———— —— ] ———

nuclear catastrcphe were so silght as to preclude
quantification, and that they merely sought to measure the
possible damage that could occur in tha avent of such a major
nuclear catastrophe.

Certainly, based on my experisence in the

——————— i ——— a —— . A —————

nuclear insurance industry, I believe that there is no basis

for Coomissioner Danenberg's attribution to NELIA of any

assumption cf the prcbability of the cecurrence of a m~jor

nuclear incident. Instead, I ctelieve that NELIA's rates

and rating plan are based oa the assumption that a major

nuclezr incident is so unlikely az to wholly b2 outaide
the rangs of probabhility studies,

Tha concluding paragraph of Commissioner Denenberg's
statement indicates that he was rot really presenting his
testinony as indicating seme deficiency in tha inszurauce
aspects of the cost-ban:fit analraie or rwigk~kensefit

anaiysis for the Thiee !lile Island Plang, and te was really

1408 306



jeb 22

w

10

1

12

13

14

16

17

18

19

20

———

T ——
R ——

e S —

551
taking the opportunity of testifying before you to state his
views as an individusl that nuclear plants should not ba
bulle,

Certainly if he were talking in insuranca terms,
and wished to be comprehemsive about a cost-benefit or
risk-benefit analysis, he would also have found it necessary
to address himself to the insurance costs associated with
alternative means of meeting the erergy requirementa on tha
area to be served by the Three Mile Ialand Plant.

For example, the insurance cost Zfor coal miners
will rise approximately tenfold over the next four years
and even mcre thereafter, as a result of the shifting
to the coal industry from the Federal Government of the
cost of the black lung program.

Specifically, I have rezd the testimony of
Mr. Carl Bagge, President of +he National Coal Asscciation,
Lefore CODQIQSI'DR the subject of the projected insurance
cost of providing black lung coverage. UHe indicated that
the ineurance cost of such coverzge for 100 miners would
be increased by about $500,00C annvally. Since it would
take about 1,500 miners to preduce the coal equivalien
of the Three Milas Island Unit No. 1 cutput, this would mean
an insurance cost for this element along of about §5.5
million annually.

I do not know nhow Comissioner Danenbarg would

1408 307
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jrb23
! compute ths insurance cost equivalent of assuring

2 continuing and indeed increased cil supply from foreign

3 countries if nuclsar plants are not permitted to operate arnd
4 if anticiapted nuclear generation must be replaced by oil-
3, £ired generation, but his approach would indicate that this,
6 too, should be quantified; one might well ask, for example,
7 wvhether there would be the counterpart of a Naticnal War

8 Risk insurance cost.

9 Likewise, I do not know how he would quantify

0 the insurance costs of the additional hazards tc health, and
1 the impact on the economy of the nation, if operating permits
12 are not granted for auclear geuerating stations and thia

13 were to force a sharp curtailment in ths uwse of enargy in

4 the nation.

15 I would respectfully suggest that Ccumissioner

16 Denenberg is going well beyond insurance matter: when he

17 addrenses hinlelf to the issue of whether thc Price

18 Anderson Act should provide a limit of liability and, if

i 80, whaere that limit should be,

20 This is 2 mattar which is tc be reviewed by

21 Congress in the near future, and which ig the subiect of

22 ongoing studies being made for the ANC.

23 I believe that it presents policy issues oa

24 which many will wish %0 be heard, but I don’t

believe that it is a subject to which insurance principles

————rn w—

e —
. ——
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MR. TRCWBRIDGE: Thank you.

CHAIRMAN HASKINS: Deces that conclude Mr., McVey's

MR. TROWBRIDGE: It doces, Mr. Chairman.
THE WITNESS: VYes, sir.

CHAIRMAN HASKINS: Mr. Gitner, do you have any

MR. GITNER: No, Mr. Chalirman, we do not.

CHAIPMAN HAEKINS: Mr. Sager, do you have any ques-

MR. SAGER: Y..' I do.
CROSS-EXAMINATION
BY MR. SAGER:

S8ir, do you recognize that the presaent state of the

industry makes it necessary to have a federal program which

would be commonly known as the Price-Anderson Act to-establish

an insurance base for the risk and hazards of nuclear power

plants?

MR, TROWBRIDGE: I'm sorry. Might I ask the :oportcr!

to read back that question?

question.

CHAIRMAN HASKINS: The reporter will read back the

(The reporter read from the record as requested.)

CHAIRMAMN HASKINS: Do you understand the guestion?

. e —— - % S

MR. TROWBRIDGE: I have no objection to the quastior '

1408 310
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if the witness thinks he can respond to it.

THE WITNESS: I recognize that the Price~Andersen is
the current basis upon which imost of the insurance'is provided
for the nuclear power plants. The basic coverage, however, the
first level, up to 95 million, is provided by private industry.

BY 4R. SAGER:

Q Do you recognize that the Price-Anderson Act at
% this tii.--considozing the number of reactors in operation
and the data concerning the risk of nuclear power plant opera-

tion, it would be necessary to have the Price-Anderson Act-type

of coverage?

MR. TROWBRIDGE: Mr. Chairman, implicit in that

on the risk, and I don't believe that material exists. It need
to be identified for the witness.

MR. SAGER: Le* me just withdraw the question and

present it in a different manner.
BY MR. SAGER:

Q In your opinicn, sir, is there available to date and

for the operation of nuclear power nlants as insured under the

'resently a private insurance rool that would insure those risks
! Price~Anderson Act?

A No. I am not aware of any.

be an insurance base for any damages that might arise from

1408 311
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the operation of the nuclear powar plants, is it not? !
MR. TROWBRIDGE: Mr. Chairman, I don't helieve that !
question is within the scope of the testimony. This witness :
has not testified as to whether ne thinks as a matter of public:
policy there should or should not be either insurance or Price-
Anderson .or limitation of liability. He has, instead, stated
at the end of his testimony that these are matters for
Congressional review and policy-making and decision, which
polidy-naklnq and decision to dat~ is reflected in a law known
ias thePrice-Anderson Law, and, of course, the Atomiz Energy
ghcts
I don't think this witness is open to cross-examina-
&tlon on a matter to which he has not testified.

MR. SAGER: Mr. Chariman, I disagree. On page nine

and ten o£ the prepared testimony, he certainly gets into
policy aoniidorations with regard to his testimony.
MR. TROWBRIDGE: Would you read, Mr. Sager, what you

are referring to as the basis for your contention?

CHAIRMAN UASKINS: Yes, please do S0, Mr. Sager.
Read the basis.

MR. SAGER: "One might well ask,"” and I quote, “Por
example, whether there would be a counterpart of a Mational war
Risk Insurance Clause. Lizewize, I do not know how they would

quantify the insurance costs of the additional hazards to hea*th

L —————— o —. - o {——— —— ——n. .5

and the impact on the econony cf the nation if operating permi¢s,
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are not granted for nuclear generating stations, etr."
Certainly this witness presents testimony concerning
LHpolicy considerations as to insurability of nuclear power plantsi

MR. TROWBRIDGE: Mr. Chairman, the context of the

material quoted by Mr. Sager is that portion of Mr. McVey's
testimony which suggests that if Commissioner Denenberg were tb
do a complete cost-benefit analysis, he would also have to

take into account the costs of possible insurance associated

‘ with other forms cf generation, and he identified meraly the

types of insurance risks or costs which he suggests by that

'to be considered by Mr. Denenberg, and that is all that this
witness has done.
ﬁ CHAIRMAN HASKINS: I think the objection will be sus-
tained, Mr. Trowbridge.

BY MR. SAGER:
”ﬁ Q 8ir, do you believe that at this particular point,

that without the lir :ations set forth in the Price-Anderson

Act as to the amow 3 of coverage in case of a nuclear accident.i
that the insurance costs on a prenium basis would remain at ;
the same evel as under the Price-Anderson Act? ‘
MR. TROWBRIDSE: Did you undarstand the questicn? E
THE WITNESS: I wonder if you would repeat that, '
please. i
BY MR. SAGER: 1408 t13

Q Do you believe that if the insurance cocsts were --
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excuse me ~-- the premiums for the insurance with reference to

industry without any limitations on the amount that might be 3

recovered in case of an accident and damages resulting from

‘!tho operation of 2 nuclear power plant, do vou think that the

premiums would remain at the same level that they now exist

Hankinq the witness, as I understand the gquestion, whether he

2 B

under the Price-Anderson Act?
MR. TROWBRIDGE: Mr. Chairman, may I ask for further
clarification? I think the question needs further clarification

He is talking about levels of insurance premiums. Is he talkinc

-3

about level per billicn dollars, or the levels of total

insurance premiums, say, annually, in which case he would be

thought the total annual premiun for an unlimited liability
coverage would be diffarent or more than the present annual
hco.t for a policy with a $95 million limit.

if that is the question, I have no objection to the
witness answering it, but I think the question needs clarifica-
tion as to what he means by "the premium level”.

CHAIRMAN HASKING: As I understand the question, what

Mr. Sager is saying is absent Price-Anderzon and abssn' the

relatively low rates which a utilicy pays under Price~Anderson,

P —

—

if the entire insurance burden had to be horne by private
companies, would the premiums in terms of dollars per million

be the same as they ara now. Is that correct?

1408 514 |
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MR. SAGER: Yes.

THE WITNESS: Without Price-Anderson, aegsuming §
the same amount of limit available, 565 million ==
MR. SAGER: Thzt is not an assunption to the question.

THE WITNESS: You want unlimited liability?

BY MR. SAGER:
Q Yas.
A I would say that in my opinion, the current premiunms

would not in the lower levels materially change. If you are

talking about unlimited liability above those currently
available, in my time, I could not forecast what the premiums
might be.
I mean, this is a study on which I -~ an arsa in

Imwh.lc:h nobody has really studied.
JH Q Now, isn't it a fact that it is difficult to ectimate
what the actual premiums would be with unlimited liability
75becauao we do not know statistically the actual cost of

damages that arise from the operation of nuclear power generatiny
plants?
WH A Under what conditions would you assume? I think you :

would have to clarify the conditions under which we would have

unlimited liability and extreme ovposure. i

Q Sirce thosa statistics are not available, that
calculation could not be made, is that not 307 ;

| n Presumably, yes.

1406 312
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And isn't iz a fact that in the history of insurance --

Diseasa of the coal miners?

You say the health has incrcased --

No, the insurance premiums have increased because

If you -~ if studiss reveal that there is a causal

1408

4

and you have related the Black Lung Disease experisnce of the
cocal miners -- as the technology of an induatry increases and
experience is gathered and statistics~gathering is established
with reference to the accidants and health matters of that
particular industry, that generally the health insurance has

increased in the particular industry,-as for the Black Lung

-~

I‘wa statistically are able to ascertain and discern what actual

damages and costs are accompanying a particular industry.

relationship between, in effect, the occurrence -- and the
ltudic; chow that sickness is a result of, say, a certain cause
if th;y can tie these two together, and the exposure is greater
than initially anticipated, then it would be expected that there

would be an increase in the premiurs charceable for such

i
;
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Q And in ordsr to establish a pool of informatiorn --
in order to establish the statistical in armaticn o get
these damage and cos figuraes, iza‘t i necss3ary Lo have

78ars of experience in menlitoring programs and al3o 3tudils

relating to tha irpact of theinduntzy and the heal:h and

~

’

proparty costs?

A Yes, thers would have :to9 be such studias.

Q And isn't it a fact that to date in the nuclaar
powor industry that otasiscical pool is not availabla?

A I'm nct aware of that.

Q Well, sir, again, could you, without limiting
liability, give us your opinicn to date as to what *he

premium per million dcllars would be for the operation of

Three Mile Island Unit 1 without -- with an unlimited licbilitﬂ

cailing?

A I think ny answar would have to be the zama ac
triad, the same type of guestion., You'ra talking a2bout,
I would say, bavically for the anount of coverage thay now
have, I do not baliecve that the pramiux charges would chaongs
materially 4f at all.
When you'ra cpeeking aleut limits of ilabilicy

abovs that currantl availadliz, 20 I 3ay, X woull nos ra ¢
3

o
wdd &

poeition to answar vewr question.
Q And that'3 bacavsa the statistice ars 132 availa le
A This is corrsce.

- —— T — - ———— — T o S o5 gt .
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Q And, well, sir, would yecu expect that the premium
tosts would change if monitoring of low leval radiation
effluents from a plant were correalatad with health hazards,
injuries and resulating cests?

A I can't answer your qusstion becauge I don't kacw
what you mean by low lavei.

There is a great deal of controversy in the
industry today as to wha* is low level.

Q Well, sir, if, in fact, it were shown th:t
radiation effluents that wers normally discharged from a
nuclear installation created certain detrimental health
effectas which are related in costs and damage figures, isn't
it a fact that the premiuze for insurance that would cover
those costs would necessarily hrva to go up?

MR. TROWIBRIDGE: Mr. Chairman -~

THE WITNESS: That's a hypo.

MR. TROWBRIDGE: == I sugceat that thae
quaaticning has gone far beyond the scope of any reasonable
cross-examination. Thers i3 nothing in the -- certainly
nothing in the testimony nor nothing even in the racord of
this proceedin, and recitaticn €0 the fact that thore is
any such correlation and I den't gee hcw a hypothatical
question, if it could be eatablisked there is & coxrraiation
between low level radiaticn and pepulation affects, would

there be an increase in insurance rate -- I don't thirk

1408 318
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this is relevant to the arsa of cost-benefis analysis that .5
in conteation nor to the tastinony of this witness.

CHAIRMAN RaSKINS: Objeciion sustained.

BY MR. SAGER:

Q 8ir, did you ake intc acecount any == let me

—— ——— ————_ ———-—— —— - ———

strika ?hut.

: Pinally, sir, {t’'s a fact that if thare wara an
acecident of a nuclea* power plant “hat would.require payments
out of the fund established under the Warioral Enervy Liability
Insurance Associlation, that the refunds would o~ 90 limited?

A ‘ Yes, for the period invoivea.

Q And, indeed, if there were an acecident that would

require the exhaustion of that fung during the ﬁe:iqd 1:-.volvadi
and thers wera no refund, thea Dr. Lerenberg's fiqu;cé are i
completaly correct as to the cost of the inavvanca for that

pexriod; is {t pot so?

A Yes, but Dr. Denenberg is speaking of a §0-year
period. Are you talking of a 40-vaar pericd?
Q 8ir, can you éive e reascnable assurancs right

here and now on a guarantee that thore will be ro accidant

- — . S ] S ot

within each ten-year pericd of a 40-y2ar pariod?
MR. GITNER: Objecticn. It's Leyond the conpetency :

of thia witnoae to teatify to that typas of a fact. |
CIAIRMAN RASXINS: Objectica sustained.

MR. SAGER: I nave no furthor questions, '

1408 519
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CHAIRMAN HASKINS: Mr. Adler, do you have any
guastions?
¥ . ADLER: Yes, just a couple.
BY MR, ADLER:
Q Mr. McVay, is there any rzason for ycu to balisve

that th's 70 percent refund figure ~- this money that was
rafunded between '57 and ‘63 when there were just a few

v _lear reactors in operation would be identical or similar
in the future?

A It should continue based upon -~ it should continue.

Q In other words, with the increased number of
raactors in oparation, the increased posaibility of accidents
would not have a bearing on the 70 parcant rafund figura?

A It would vary scaevhat, but I don‘t chink it
would vary materially from the numbers we are talking about
right now based upon current axparicnce.

Q Cn paga 8 of your testizcny, you say that
Commigsioner Denenberg relies on this errcneous one thousand
dollars assumed premium rata per million dellars coverage
and then extrapolates that to obtain a 1/1,700 probability?

A Yes.

Q If we took your assums premiunm rate of $300 per

!
£

| million, would it be proper to extrarolate in this manpar apé
f

-2 || arrive at a probability?

il
H
A For purpeses of compacisen, I would 3ay that we

] 1408 €25
f
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could probably take tha $300 per million and arrive at a
figurs, a prcbability nuwber. I don‘t know what method he
utilized to arrive at these figures.

Q Do you think that probablility wculd be accurate?

A I would have to see tha basis on which Nr. Denenbe:J

mads his agsumption.
- MR. TROWBRIDGE: Could we have a clarification?

Are you talking about that this would represent the

probability of a majcr nuclear accident dividing -- I'm not --

with whatever piece of arithmetic Commissziocner Denenberg did
substituting his $100 feor $1,000?
MR. ADLER: Right.
MR. TROWBRIDGE: And you're asking whether that
would express the probability of a major nuclear accident?
MR. ADLER: Right.
MR. TROWBRIDGE: Thank you.
I have no objecticn to the witneas recponding
to that cuesticn.
THE WITNESS: I don't know whether or not.
The number which would bz derived if he
used $300 per miilion would be corrsct.
BY MR. ADLER:
Q Then are ycu not oaly criticiziag Dr. Canenberg's
$1,000 assumed premium rate but the method of sztrapolazing?

A I haveno idea whether the method he used or not

1408 21
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was correct. I don't know what his method was.
' But I don't know. I can'i ariticize it.

MR, ADLER: I have no fur:her gusstions.

CHAIRMAN HASKINS: Thank vou, Mr. Adler.

Are there any other quasticns for this witnees?

Mr., McVey, you may ce excusad, and thank you
vary much.

MR. TROWBRIDGE: Wr. Chzirman, I would like to
8uggest --

MR. GITNRER: Mr. Chairwan -~

CEAIRMAN HASKINS: Just a minute, Mr. Trowbridga
has the flcor.

MR. TROWBRIDGE: Do you want to go firat?

MR. GITNER: Yes, the Staff would just like to
raserve Lts right to prasent rebutcal testimony and testimcay
on this subject ac a later time if rhe need 80 arisaa.

CHAIRMAN HASKINS: On the tegeimony of Mr. lMeVey?

MR. GITRER: VYes.

CHAXRMAN HASKINS: Very well.

MR. TROWBRIDGE: Mr. Chaizmran, we are at a poins
wherse counsel are prepared to submis o the Roard a joint
motion and joint stipulaticn.

Doaes the Board wish to ask any questions of che

parties prior to that avent?

NP ———

- ————  — " —— . - ——— s

- ——— . —————

CHAIRMAN HASKINS: No, T don':s beliave 3o, 3ut the

1408 22
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Board will take a ‘en-minut: recess before wa proceed with

tha next motion.

MR. TRCWBRIDGE: Would the Beard like to have

before it for that recess the material which we will present

to the Roard?

CHAIRMAN HASKINS: No, I think we can look at

it later.
Thank you.

(Racess.,)

e?

O
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CHAIRMAN HASKINS: The hearing will now rezume.

P —

Mx. Gitner, do you have enough nembers of vour laqal§
staff here to proceed? .

MR, GITNER: Yes,sir.

CIHAIRMAN HASKINS: Mr. Trowbridge, you were spcakinqz
I believe, at the end. Did you have something =lse to say?

MR. TROWBRIDGE: Yes. Why don't I provide the
Board now with copies of the moticn and stipulation which
counsel for all parties have signed, and then to the Board by
way of 2 piece of machanics. Ve have gsigned at least four
copies of this. Each of the parties will retain cie signed
copy and we will be happy toc give the remaining signed copy
either to the Chairman or the reporter, whichever the Chairman
considers appropriate.

I believe Mr. Sager would like the privilege of giving
a brief description of the stipulation. -

CHAIRMAN HASKINS: Well, Mr. Trowbridge, I suggest
that the Board take two or three minutes to read the stipula~

tion and then we will hear Mr. Sagar.

MR. TROWBRIDGE: Very well, Mr. Chairman.

(Pausa.)

B ———

CHAIRMAN HASKINS: Very well, Mc. Sagar, could we

! proceed?

MR. SAGER: Mr. Chairman and members of :=h~ dcard, ;

the Intervenors, the Applicant, which is Metropolitzn 2dison

1408 24
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Company, Jersey Central Power and Light Company and Pennsylvaniaf

i
Electric Company, and the Atomic Enezuy Commission Staff have j
i

entered into an agreement which is subject to the appreval of thgs

Board in ordar to become effective.

CHAIRMAN HASRKINS: Just a minute.

Mr. Seiffert, wculd you plzase refrain fronm reading’
the lall Street Journal during the proceeding?

MR. SEIFFER?: Pardon e, sir.

MR, SAGER: The stipulation essentially provides
that the Intervenors oppose the issuance of aﬁ operzting license
for the facility. However, the Intervenors, in order to
accomodate certain interests which they believe are for the
betterment of the public, have agreed in consideration of the
Applicant's designing, ordering and installing within Unit 1 t
an 1£,000 CFM charccal kidney £ilter system which, in essence,

members of the Board, is a filter treatment plant for the

containment building and which the Intervenors believe will

r duce low level radiation by ten timee the point of approxinnte@y

e
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operation.

As the Bcard is aware, this was virtually the
position and contention of the Intervenors as set forth in
contention number 7, that such z filter system should be added '

to the facility.

The Applicants have agreed ©o design or tc insctall

08 328
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570

that kidney filter and the kidney filter would ba installed as

-

socn as is reascnably practicable but not lataer than the

|
|
]
to obtain operating permission for uwnit 1. {

I can't emphasize enough and I want it to be made

clear, as stated in the stipulation, the Intervenors oppose

the issuance of an operating license for the facilicy. However,‘
in consideration of the agreement. the Intervenors will and f
hereby withdraw as parties to this proceeding, recognizing, then;
that the Safety and Licensing Board, if it approves this par-
~tlcu1ar stipulation, would be in a position to make rulings

and findings of fact in accordance with the requlations of the

Conmisgion.

The Intervenors, however, do reserve certain rights.

As the Board knows, there is presently pending litigation

s
I

before the United States Court of Appeals for the Third Circuit |
styled Citizens for a Safe Environment, et al., vs. AEC, in :
which the present Intervenors are asking for financial and ;
]

technical assistance.

The Intervenors reserve the right, if they were
to obtain a favorable decisioa directly or indirectly whereby
they would obtain financial and technical assistance, that
they would be able to go ahead; they intend to proceed with 3
the contentions that they had previously filed on August 7,

1572 and September 6§, 1972.

1408 326 |
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; We recognize that the Applicants and Staff on their |

| PATt reserve the right to oppose institution or prosscution :

8]

3i of any proceedings or litigation by Intervenors ior the

4 || Yevocation, suspension, or modificatiocn of the operating license..
i

5 . The Intervenors further reserve the rights, those
¢ || Tights that would be accorded to any individual, group or
7 |l organization under the Atomic Energy Act, the Administrative

- Procedure Act and the AEC regulaiions to seek a revocation,

—_
———

9“'lulpexuion or medification of an operating license if the same
10 is issued, after issuance of the same.

" The agreement and the stipulation came after

12 considerable soul-searching on the part of all parties; I can

state especially for the nembers of the Environmantal Coalition

13

14 and the Citizens for a Safe Environment.

15 We felt that it would be better for the public to

;6 #h. assured that the low-level radiation from the operation of

17 the plant would be limited by a factor of ten to a2 point of

"H one-tenth of that which is prcposad by the Applicant to cate. §
19 7 We felt that under the circumstances, and with the ;
20 limitations that have been imposed upon us by financial and é
21 technical assistance that we did not have, that this was the E
22 *bost way in our judgment that we could protect the public, again:
2 with our-limited resources. - |
- Again, we believe that the stipulation deoes reflact g
- nthae ths Intervenors have accomplished something of great i
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magnitude for the protection of the health, welfare and safety
of the community. Indeed, I am told by the Applicant that the
kidney filter in question would cost probably in excess of
$300,000 plus the additional expensas for shutting down the
v plant, and so forth.

1 wish to thank all parties for their cooperation
and the Board for giving us the time and being patient with
us in order to work out this agreement.

J | Ayain, on behalf of my clients, I must.state and
emplasize for the record that we do ovpose the issuance of
j| an operating license for the facility.

Thank you.

(Stipulation follows:)

. 1408 <23
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UNITED STATES OF AMERICA
ATOMIC CNERGY COMMISSION

BEFORE THE ATOMIC SAFETY AND LICENSING BOARD

In the Matter of )
)

METROPOLITAN EDISON COMPANY, et al ) Docket lo. 50-289
)
(Three Mile Island Nuclear Station,)
Unit 1) )
STIPULATION

Pursuant to Sections 2.753 and 2.759 of the U.S.
Atomic Energy Commission's Rules of Practice, 10 CFR Part 2,
and subject to the approval of the Atomic Safety and Licensing
Board ("Board"), the parties, Metropolitan Edison Company,
Jersey Central Power & Light Company and Pennsylvania Electric
Company ("Applicants"), Citizens for a Safe Environment and
Environmental Coalition on Nuclear Power ("Intervenors"), and
the PEC Regulatory Staff ("Staff"), in consideration of the
mutual agreements contained herein, hereby agree as follows:

1. Intervenors oppose the issucuce of an operating
license for the facility. However, in consideration of the agree-
ments herein, Intervenors hereby agree to withdraw as parties to
this proceeding, with.respect to the issuance of an operating
license for the Three Mile Island Nuclear Station, Unit 1
("facilit y") to be made upon proo~:; findings by the Staff's

Director of Regulation pursuant t¢ 10 CFR 50.57,. and subiect

to the conditions and agreements herein.

1408 *29



2. Applicants agree to design, order and install
within the facility an 18,000 cfm charcoal kidney filter system
("kidney filter") for treatment of the containment atmosphere.
The Applicants agree to design the kidney filter to méet AEC
licensing requirements. The kidney filter shall be installed
not later than the first scheduled refueling outage after
commencement of operation. It is the intention of the Appli-
cants to install the kidney filter as soon as is reasonably
practicable, but not at the expense of delaying éonmencement
of operation. If reasonably practicable, the kidney filter
shall be installed prior to cormmencement of operation, or, if
further reasonably practicable, during any long outage which
may occur prior to the first scheduled refueling outage. The
Applicants further agree to use the kidney filter prior to
purge of the containment in accordance with reasonable procedures )
in order to reduce radioactive iodine releases from the contain-
ment. To that end, Applicants agree to make those operating

procedures a part of their formal operating procedures.

3. Intervenors agree not to oppose, throuch any
hearing process or other litigation, the issuance of an opefating
license prior to the cormmencement of operation of the facility.
However, Intervenors do not acknowledge any agreement to support
the issuance of such operating license. Furthermore, Intervenors

reserve the right to seek a revocation, suspznsion, or modifica-

1408 $30



tion of the operating license after commencement of opera-
tion. The parties recognize that the Intervenors may, after
commencement of operation, raise the issues stated in their
Petition For Intervention and Addendum thereto, dated August 7,
1972, and September 6, 1972 respectively if they obtain a
favorable decision from the litigation now pending before the
United States Court of Appeals for the Third Circuit (Citizens

for a Safe Environment, et al v. A.E.C., Case No. 73-1312).

The Intervenors further reserve the rights accorded to any
individual, group, or organization under the Atomic Energy Act,
the Administrative Procedure Act an’. the AEC regulations to
seek the revocation, suspension, or modification of the operating
license after issuance of same.

Applicants and Staff reserve their right to oppose
the institution or prosecution of any proceeding or litigation
by Intervenors for the revocation, suspension or modification of
the operating license.

4. Intervenors, Applicants, and the AEC Regulatory
Staff agree to file a joint motioA to obtain the approval of
the Board of Intervenors' withdrawal subject to the conditions
agreed to herein. 1In addition, Applicants and Staff agree to
file a joint motion to obtain an order of the Board terminating
.this proceeding upon filing of this stipulation.

5. This stipulation shall be filed with the Board
and shall not become effective until the entry of the orders

sought by the motions referred to in paragraph 4 above.

1408 531



‘ 6. The obligations of the parties hereunder
shall survive the entry of such orders.
{ 7. The parties, including the members, officers,
and the employees thereof, shall not in ary way, either
directly or indirectly, take any action in contravention of

this stipulation and agreement.
This stipulation entered into this day of

November, 1973, subscribed to by the attorneys as authorized

by the. parties:

For Intervenors:

For Applicants:

For the Staff:

‘ 1408 32
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CHAIRMAN HASKINE: Please stay there, Mr. Sacer.

PP —

The Board has one or two questions.
MR. TROWBRIDGE: Mr. Chairman, might I say ~-- add |
something here to the stipulation? |
/ CHAIRMAN HASKINS: Please do. |
MR, TRO*B!IDGS: Only two aspacts. I think Mr. SAqai

has corroctly stated the right of the Intervenors to seek tha

|
f
revocation, suspension or modification of an opsrating licenscg

oftoté.

I don't recall that Mr. fagar covered cne
aspect of the stipulation which is not only the present
withdrawal from thie proceeding but one element of the
stipulation is that through AEC hearings or otherwise the
Intervenors will not 220k whatevar their views of the vlant
are by hearing process or litigation to prevent in the first
instance the iasuance of an operating license; that is, they
will not take legal measures toward ¢hat.

And the second matter, Mr. Chairman, is ona wnich

the Board itself will decide; and it was discussed

briefly at a confaerenca but I wouid 1like %o state that the |

view I expressed in the conferecnce with ths Board, that

——— s —-. > o

under the Commission's regulations further findings -~ and

there will have to be further findings both on safety and

- ——

environmental i{ssues -- will be made by the Directer of
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“ Regulations rather than this Board in the event that the
Board accepts this stipulation and issues the orders
requested.

Baving said that, Mr. Chatrman, I have no further

CHAIRMAN HASKINS: Mr. Gitner?

L MR. GITNER: VYes, sir.

, We have a number of points we'd like to make

on behalf of the Commission. The Commission‘s position that
this stipulation which we have Joined can in no vay be

4 construed as AEC policy requiring the installation of this

g kidney filter.

| It i3 our position that as designed prior to the
installation of thekidnay filter the plant moats all 10 cre
Part 20 radicactive levels and roquiremante and that the
releases as they are now constitute only a very small Zfraction
of the Part 20 permissibls limits.

A further point is that the Staff has attampted
to provide the Intervenors and all members of the public
vith whatever material and technical assistance that we have
been able to, and we wili continue to do so in the futura.

One further point is that this stipulation zhould
be in no way construed zs our endorsamsnt of My, Sagayr's

statanment tha¢ radioactive releasss will be redusad tanfold.

” We are not certain what lavel they will be reducad, and ve are

| 1408 334
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taking no position nor are we naking any sndorsement as to
how much these levels will be redused.

That is all, Mr. Chairman.

CHAIRMAN HASKINS: Thark you,

MR. SAGER: Mr. Chairman, if I may, it should ba
notad on the record that the Commonwealth of Pennsylvania
has not participated ir this stipulaticn, :

As I understand, however, and the Commonwealth
H can speak for itself, that there is no objaction to the
filing of this stipulation.

CHAIRMAN HASRINS: That wae By next question.

Mr. Adler, do you acquiesce in this gtipulation
on behalf of the Commonwsalth?

MR. ADLER: We have no objecticn to tha stipula-
tion; that's correct.

H CHAIRMAN HASKINS: Mr., Sager, a couplae of points.
operating licenseo, but I assume that i¢ also covers the
issues relating to the construction permit as to whether it

should be continued, modi fied, terminatad, et cetera?

would be seexing ¢o oparate tha facildity although wa opposa

———

same,
CHAIRMAN HASKINS: Well, I undorstand thze.

MR. SAGER: Yes, and it doesn enccapass thatg.,

1408 339
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CHAIRMAN HASKINS: But by withdrawing from the
proéoodinq, you withdraw from evary phase of tha proceading,
1nclhding those environmental issues relating to possible
modification under the construction parmit,

Now, the next point, in the event that the Board
grants your motion, that wuuld terminate this case; is that
correct?

MR. SAGER: That would terminate the case.

However, there are the reservations set forth in
the stipulation in order %o presexve the right of the
Intervenors with respect to reopening the case in the event
that we get a favorable dacision from the Court of Appeals.

HR. TROWBRIDGE: After the issuance of the
oparating license.

CHAIRMAN HASKINS: I would suppose that vou would
have that right in any event.

In othar words, if the Eoard were to dismiss this
proceeding and the ocperating liceunse was granted, if you
should ba accorded funds from whatever source and you were
desirous of trying the 70-odu issues that we have discussed
earliar, you would bas a. parfect liberty to start a new
proce ading and wmove that the operating licenze be suspendad
Oor terminated and have an appropriste preceeding to considar

that.

MR. TRCWBRIDGE: Yes, 3lr, Mr. Chalrman, that is our"

1408 136
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it perfectly clear that Intervenors were not

right as a result of the stipulaticn.
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CHAIRMAN HASKINS: Well, I think they have trat ’

right as a matter of law, Mr. Trowbridge. :
MR. TROWBRIDGE: I think they might be able to ‘.

atipulate it away, but they have not. :
MR. GITNEL: See, they have wade it clear that they f

have not waived the right to petition the Commission at any i
time, Mr. Chairman, on that matter. * g
F

J !

CHAIRMAN HASKINS: Yes. I think Mr. Trowbridge put i
vVery well. They could stipulate the right avay but they have no&
dons so, so they retained it, as any other citizen would retain :
the right to petition the Commission to shut down a plaat or
to discontinue an operating license.

MR. SAGER: We also zetain the additional righ%a,

if any, that we have as a result of the pendency of the liti-

gation now and the order of the Commission and ¢he seeking of |

the reversal of the order of the Commission.

And I don't want to get into lecgal arguments, and }
there is a provision for preserving the rights of the Applicant'%
pesition in defense of their rights as well 23 the Staff, but }
it clearly is the purport and the intent +hat if the Intervenorsg

have any rights thai would be afforded to +tham 88 a result of a

oSt ———.

favorable decision zoming from the iitigacion hefore the Third
Circuit Court of Appeals, tiat the Intervenors would certainly
atate their position tc be that we are in a édifferant situation

than the ordinary citizen.
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We have filed these contantions. We were limited
in proceeding with the contentions because of financial and
technical assistance not forthcoming. If that were o be

forthcomiag, we believe that we are in a position now to seelk

a reopening of the hrearing in 2 manner different than the ordinzry

citizen's petition that might be a%forded to him under the
Atomic Energy Commission rules and regulations, the Atomic
Energy Act, and the Administrative Procedurs Act.

We want to distinguish those two particular pesi-
tiors, and that is reflected in the paragraph under number 3.

MR. TROWBRIDGE: Mr. Chairman, that seems to me a
very good statement of the intent. As a lawyer, were I in
Mr. Sager's shoes and as the result of the litigation now
before the Third Circuit Court of Appeals, Qere the result a
requiremant for financir. assistance to the Intervenors, I
would, as a lawyer, feel that I wa~ in a better position than
most others to submit a petitior to the Commission.

That does not mean we won't oppose the petition or
argue the matter, but I think it is perfectly proper to

reserve here not oaly his citizen's xight to petition the

. ———- -

-

Commission to reopen the matiter of our operating license but to |

reserve his right to do zo on the basig of any suvecess Inter-
venors may have in their litication.
CHAIRMAN HASKRI#NS: Thank yva. DNow, during the

presentations by Mr, Denerterg and Mr. McVey, certain
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reservations were made with respect to their testimcny and
the right to depose them or to cross-examine then.
Does this stipulaticn terminate those reservations?
MR. TROWBRIDGE: If accepted by the Board, I uader-
stand it would.
MR. GITNBR: What Mr. “rowbridge says is correct.

CHAIRMAN HASKINS: I have sona concluding remarks <o

P —

|
;

make, but before then I will call on my fellow Board members !oré

any questions or comments.
Dr. Livingston?

DR. LIVINGSTON: I have a comment but I don't know ¢!

it is cne that will involve any of <he legal and technical

problems here.

t
'
R * Ik IR

That comment goes something like this, that it was

f

hope that I had as a member of this Board +5 be abla to be
informed about things that were perhaps not up to quality
standards in this particular installation, arguments both for
and against these, and it was my hope that the Board would be
able to hear enough informaticn 4o be abple to Judge what they
might be able to do to improve the safety situation with regard
to the plant once it was in operaiion threuvgh sore gort of
t mexvaticns that wa might make in our final créer.

I thought of this as part of the funstion of the

Board. I could say thati I, therefore, feal a little hit S0rTv

that this cpportnnity to study surcher the situation here in whis

1408 +0
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3‘ from the Board yet. It is under consideration.

7 | Ma, Gitner, the Board is always pleased when parties can |

i H we cculd 3it here for three weeks and try these issues one by

o v

plant has been taken away from the Board. Thank you.

CHAIRMAN HASKINS: Well, it hasn't becen taken away

!
Dx. Lyman? %
MR. LYMAN: I have npothirng, Mr. Chairman. Thank you.

CHAIRMAN HASKINE: Mr. Sager, Mr. Trowbridge and

re.ch a sattlement, and I know it has not been easy.

As you know, the Commission under Part 10 of Section |

2.753 has a particular paragraph encouraging settlements, and E
|
one, «nd I think it is sparing of the time of the witnesses
and of counsel and the Poard that you have reached this appnren%
result. g
The Board is not going to rule on this stipulation from
the bencn. We are not going to r:le on it today. We shall takﬁ
it home t:night and consider it, and shall rule on it promptly.q
To you, Mr. Sager, I would like to say oa behalf of
the Board t'at you have fought this case very hard on behalf
of your clierts and that you have rapresented the Intervenors
aggressively and well in the fashion in which you ses at.
Thorefore, I would say that the witness2s who have
waited so patiently throughout this par: ef ithe week are now
excused, that %hia phase of the hearing will Le concludad, and

the Board will shor:l; .ecess. Hewaver, I would like +o meet

1409 il
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i
with counsel briefly across tho 3.ba or ey disparsa,.

Do ycu have scmething further. Mr. Gitner?

MR. GITNER: Are w2 going =2 keep the court reporter

available, Mr. Chairman. Are you going £o recess the heariag
at thig point, as to the question of thc adiournment?

CHAIRMAN HASKINS: WNo, I do not plan to recess the
hearing. 1 plan to adjourn the hearing. But I would like to
talk to counsel after the adjourmneat.

Is there anything furtiaer that shoul: be said
before we adjourn?

MR. TROWBRIJGE: No, My, Chzirman. I had planned to
and would like to, while we aru s=ill on the record, pay my
raspects to Mr. Sager. It has been many months 'ow that I
have had meetlings and discussions with Mg, Sager. I have
found it both a challenging ani a vrewasdd \ng erperience, and
I think his professioral care-ilities have in large part made
possible the resoluticn of matters beticen us.

I would also like ©0 express ny apprecistica for

the role of AEC counsel throcughout this licsacing nrocesding.

e —————————————————. < " 7 ——n

I would 3single out Mr, Clsca becauss, amoag the counsel, ne has |

been the one who has been steadily, almos:, with us, and who has

parcicipated and beaen at all timnas cooperative, - elpfrl and
constructive in Lhis pericd of time.

And I, like Mr. Sager, would aluo like to thank *he

Board for its patienca and understinding during the leus recess:
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we have had.

DR. LYMAN: B3afore you close, Mr., Chairman, I would :
like to return te Mr. Trowbridge the copy of the prepvared testi#
mony related to the industrial security plan which he sent
me. I would feel more comfortable if he had that.

MR. TROWBRIDGE: I would be glad to have that back.

DR. LIVINGSTOM: I will also veturn that to you.

MR. TROWBRIDGE: Thank yomu.

CHAIRMAN HASKINS: I will do likewise, Mz. Trowbridgel
but I have so many papers I cannot readily f£ind it at this
moment.

Is there anything further thazt should come before this

Board this afternoon while we are still on the record?

I repeat again, I would like to meet with counsel

for all the parties and also the Commenwealth of Peansylvania i
briefly across the hall upon adjourament.
Very well, the hearing will novw be adjourned.’

(Whereuwpon, at 4:05 p.m. the hearing was adjoirned.)
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