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CHAIRMAN WRIGHT: Today the Select Committee on
Three Mile Island continues its hearlirngs with review of the
Insurance aspects and ramifications .f the Three Mile Island
incident. Our first witness is the Honorable Harvey Bartle, |
Insurance Commissicner of Pennsylvania, Mr., Bartle, would you

stand and raise your right hand. . Sl

HONORABLE HARVEY BARTLE, I1I, called as a witness

belng duly sworn, testified as follows:

CHAIRMAN WRIGHT: You have a statement you would
like to make?

COMMISSIONER BARTLE: Yes, I do, Mr, Chairman.
Chairman Wright and members of the House Select Committee,
thank you for the opportunity to testify vbefore the House
Select Committee on the Three Mile Island nuclear incldent.
I hope my remarks and response& to your questions will assist
you 1in your deliberations on a most complicated question. ;

I am prepared to tell you what the Insurance

. Department did and what we know today about the insurance

implications of TMI.

I intend to address several areas which 1 unc :rstand

E are of interest to you,

(1) What did the Insurance Department do during

§ the TMI incident?

(2) How did we inter-relate with the Pennsylvania
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Emergency Management Agency or other state agencles? z
(3) Wwhat insurance claims information do we have?
(4) Wwhat alternatives might be considered to the
present nuclear insurance marketplace?

The nuclear incident at TMI occurred on Wednesday,

|
|
March 28, 1979. Based on information he received from the - |
Federal Nuclear Regulatory Commission, Governor Thornburgh
shortly thereafter adviced pregnant women and familles with
pre-school aged children to relocate outside the five mile
radius of TMI. During the weekend following March 23, we
contacted the Nuclear Insurers, to voluntary pools which provide
liabllity insurance on the nuclear facillties of TMI as reqguired
by the NRC, and learned that thsy were on their way to
Harrlsburg to handle possible insurance claims as a result of
Governor Thornburgih's relocation directive., The Nuclear

Insurers set up emerpgency headquarters on Saturday, March 31,

1979 at the offices of United States Fidellity and Guaranty in |

| Harrisburg.

'he Insurers, after discussion wlth General Public

- Utillitlies and Metrcpolitan Edison, had made a decision to

provide advanced payments to those persons asked to relocate.

. The basls for the advanced funds ranged from $10 a day for

food and ledging for a child staying with relatives to $90 a

. day for a family with one child staying at a motel. Additional

L

funds were allowed for each additional person, Later when the




relocation directive was 1lifted, Nuclear Insurers notified the
percons who had relocated to file for additional travel

expenses as justified and for wage losses suffered during the

| relocation,

I and several of my staff werec present at the USF&G
office in Harrisburg on Sunday, April 1, 1979 and arranged for |
the advance group of staff and adjusters to secure larger,
more convenlent headquarters at Pennsylvania National Mutual
Casualty Insurance Company 1in Harrisburg. We were also

instrumental in securing expedited installation of sufficient

funde by the evening of Sunday, April 1, 1979 in order to
accommedate the large number of expscted calls. My staff also

handled telephone inquiries that day from persons who were

relocated and needed claims information. In addition, we

; secured maps of the affected area from the Pennsylvania
Emergency Management Agency sc that ad justers could identify

| those claimants who 1lived within the five mile radius of TMI

| and were therefore eligible for the emergency relocation

; payments which the Nuclear Insurers were making.

| Un Monday, April 2nd, my staff, contacted Secretary

? of Banking, Ben McEnteer, who agreed to alert local

f Pennsylvania banks to honor checks from the Nuclear Insurers.

3y this time, the Insurers were also advancing funds
;at the Hershey relocation center as well as at Penn Natlicnal

- in Harrisburg,
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Two of my staff worked around the clock at Pennsylvan!a
Emergency Management Agency in the Transportation Buillding to'l
facilitate any insurance questions that arose, For example, :
we squzlched one rumor implying that vandalism or burglary
coverage would not apply to persons' homes or businesses if
they left the five mile radius, !

In the days following the TMI incidant, I also kept
in close touch by phone with top officials of the Nuclear
Insurerse on the progress of their efforts., I also had several
meetings with them to make sure that thelr paymente were being
made promptly and without a lot of red tape., I might also
add that on several occasions, I visited the office of Penn
National where the Nuclear Insurers had set up their office
Lo see how things were going. I am happy to report that the
Insurers did a superd Jjob 1n getting money Jqulekly to those
who relocated as a result of the Covernor's diractive.

Subsequently, the Governor initiated a aocio-economic?
task force to determine the impact of the TMI incident upen
Pennsylvania and its people, Tr's *task force 1s under the
leadership of Lleutenant Governor Scranton and 1is comprised of
representatives of several state departrents and agencies,

The task assigned to the Insurance Department is to
“eccllect and tabulate in reports all claims against the
insurance carriers of Met Ed. These reports will include

summaries of claim dispositlon, showing claims filed, paid,



rejected, and unresclved., Included will be a special
itemization of the status and disposition of the claims filed
by government agencies and other bodles,"

Our reports are to he made July 15, August 24,
November 15, 1979 and a final report on May 15, 1980, We hav
submitted the first two reports which I will summarize briefl

As of August 10, 1979, 3,751 relocation expense and
wage loss claims have been paid by the Nuclear Insurers for a
total of $1,298,324,

In addition, there have been approximately 15 class

. and Individual acticns flled against the General Public

Utilities and Metropolitan Edison. There have been 27 claims

flled by governmental agencies ac well as some 113 claims by

businesses, At this tlme, many of these clalms have not
specified the amount of damages suffered, None of the claims
have as yet been paid or rejected by the Ineurers,

It may well be a number of years before we know the

| outcome of these lawsults and claims.

There has bzen and surely wlll continue to be much

| discussion on the appropriate mechanism to provide nuclear

- contamination protection,

BN
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With the Congressicnal enactment of the Atomic Energy

Act of 1954 and the Price-Anderson Act of 1957, which permitted

the private sector to develop nuclear power for peaceful

purposes, the need for insurance to protect utilities and other
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users from 1!labllity suits was and 1s being met by pools of

insurers who voluntarily agreed to provide the financial
responsibility limits set by the then Atomic Energy Commission
(now Nuclear Regulatory Commission) in accordance with the
provisions of those acts., Price-Anderson set the liability
limit due to & nuclear accldent at $560 million per site with |
the Congressional authority to provide additlonal funds if
necessary. While initially the pools provided 60 million of

the 560 million Price-Anderson liability 1imit, their capacity
has risen steadily to insofar as TMI is concerned, $140 million.

The second layer 1s provided by assessing each nuclear
reactor in the United States up to 55 million. With 68 reactors
this would provide $340 million. The third and final layer of
$80 millicn 1s avallable through the federal government., As
the pools capaclty increases, the federal government's layer
158 similarly diminished,

The Nuclear Regulatory Commission establishes the .
financlal requirements for each nuclear site, As I mentioned,
TMI 18 required to provide $140 million of financial
responsibllity limits, the maximum currently available from

the pocls. I understand the maximum from the pool !s now 160

' million for some sites, In addition, the Nuclear Insurers

provide property damage insurance for the site itself. TMI
has 300 million in coverage for repairing the damaged reactor

and other property at the Island,
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I have been named as chairman of a special task torcé
of the National Asscclation of Insurance Commissioners to
consider the feesibility of a National Disaster Insurance Plan.
That task force will have its first meeting on October 19th.

The NAIC has also asked the insurance industry to precvide data

which will be relevant on the question of whether any modifica-"

tions should be made in the Price-Anderson Act or whether other
alternatives should he implemented, Where the nuclear contam-
ination insurance should be corsidered as part cf a national
disaster insurance plan depends, in part, upon the outcomeof
the iInducstry's study.

In conclusion, the Insurance Department is working
closely with the Governor's socio-economic task force and the

NAIC to learn about the TMI incident from an insurance stand-

- peint. We hope that some concrete recommendations will result,

| but 1t 1s too early at this stage even to gzuess as to what

those recommendations will be. Thank you, !

BY CHAIRMAN WRIGHT:

Q énk you. Would you explain for us what 1s the

' national disaster insurance plan?

|
|
!
1
!
|
|
I
!
L

A There 1s a move afoot In the NAIC to develop a plan

i whereby endorsement would be offered for naticnal dlsasters
| under one's homeowner's policy. There are a lot of ramifica-
' tlons to it. One, what disasters should be included. Traditlion-

2ally, we thought in terms of floods, earthquakes and hurricanes,



The questicn now becomes whether or not nuclear disasters

should be included and whether 1t would be feasible to do so.

|

{
Q Is this similar to flood insurance or an extension of?

A Well, we do have, as you know, Representative Wright,
federal program which offers flood insurance, This would elthef
complement or replace it, depending on what the resuits of the !
findings would be,

Q We have heard that there has been an increase in
sales solicitation of canecer insurance following the inclident,
Some allegations 1s that the solicitation of which does not
conform with scme of the laws of the Commonwealth., Do you have
any comnent on that sub ect and what was your department's
reacticn to that?

& We have had scme complaints atout more extensive
soliclitation of cancer insurance in the area, either the five
mile radius or central Pennsylvanla. We have investigzated
some of those, We have issued press releases and bave been 1
on the radlo and television to urge people not toc be taken in
by unauthorized solicitatlion. We have had some reports that
people were 1lmpersonating government officlals and urging them
to buy this type of insurance, So, we have taken steps to
counteract this prcblem,

Also, 1 might add, Representative, that at the end
of July the minimum standards law in Pennsylvania went into

effect, which now requires certain minimum standards under




11

cancer policles which didn't exist before. So, that thould %
help in ameliorating some cf the problems, :

Q Were vou able to apprehend anybody who was violating
the laws?

A I dcn't know that anyone has been apprehended 1in the
sense that they have been arrested by a district attorney. it's
very difficult to pinpoint these incidente, What has happenedA'
1 that someone will go to the door and 1t's been particularly
sericus with respect to elderly pecple, We have tried to solveI
the problem, at least in part, by extensive putlicity, which 1
understand has some effect in those areas. The number of
complaints have diminished greatly.

. Does the department have a pollicy that concerns the

| pales of dread disense type insurance?

A Our policy 1s to follow the law of the Commonwealth
and commit cancer insurance to be =old, assuming that 1t meets

the standards, meets the requiremente of the minimum standards
!

law which were enacted by the Legislature a year or so ago.

Q Can 1 assume then that scme insurance carriers have
approached the department for approval of types of insurance
that they are selling?

A Yes, abtolutely., They have to have approval from the
department, Their policies nust be approved and beginning on
the 24th of July, the standards were greatly restricted. The

policies now have tc contain certain benefits which they didn't
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have to contaln before July 24th, Some companies have asked

us to extend those deadlines and to mcdify them. We have
remained steadfast, belleving that the inten%t of the legislature
should be carried out, We belleve that insurance such as cancer
insurance 1s really no substitute for comprehensive basic l

health insurance, We urge people that that ougnt to be their '
first consideration,

“ From time to time, you know, we notice via the Sunday
newepaper or 1inserts in a magazine selling various types of
insurance, Have these people selling dread disease gone that
route? I guess to follow that up, these out-of-state companies
which are advertising Sunday supplements, d¢ they g0 through
your department?

No insurance companies as far as I know obtains
priocr approval froa the Insurance Department with respect to
thelr advertising. We can only take action after the fact.
This 1s becaus2 of the Pirst Amendment problem, prior restraint.
With those limltatlons, 1t's very difflcult to enforce standarde
obecause someons will publish a blz ad in the paper or even if

lt's deflclent In scme way where we could take action, they will

| change 1t slightly, They wil) put a new ad in the paper and

then we have to move against that. By the time we start taking
action there, they will modify it again., So, 1it's very easy
for people to keep one or two steps ahead of any regulatory

body when 1t ccmes to advertising, We may also want to take



another look at the laws we have on the bcoks with respect to E
advertising of insurance, Maybe those could be tightened up.

Q I would assume your problems -- you tell me if I am
right or wrong. Your problems are probably more compounded by
| the company that is housed out of stute than the ones that are
in state? - !

h I think that is a falr assumption.

# Is there any requirement that the company with

sellins insurance in Pennsylvania, but who may be housed in
anothar state as to get some sort of approval from your
department?

| A Absolutely, yes, they must be approved,

| R Do they all do 1t?

A I can't think of an instance now where a ccmpany

| doesn't have the approval to operate in the Commonwealth of
Pennuylvanla, Of courss, after the company 1s approved to
write business in Penneylvania, those gpecific policy forms i
must also be avproved with respect to cancer insurance, For
example, we have to approve the fcrms that are used., We have
now with the tocls that were given by the Legislature last
year, we have required the companies that particularly sell
vanver insurance cn the most of them had to modify thelir
policies because they were not in conformity with the new law.
% Q let's assume that a company 1s housed outside of

i Pennsylvania and advertises in a magazine that 1s not printed
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or malled from a Fennsylvania addrese, but does come to
constituents in Pennsylvania., Do you have problems there?
Are there companlesg using that kind of & situation who may be

violating a Pennsylvania law?

A It's always more difficult to take action against a

company the further they are from Pennsylvania. It depends on |

whether they are licensed with us or not., There are a lot of
factors involved., How much business are they doing in
Pennsylvania? How much business aren't they dcing? These are
problems that do exist and 1t may very well be that additional
Leg!slation will be needed. This 1is Just not in the cancer
area, This ls In the Insurance area zenerally, how to have
effectlive contrel over these few unscrupulous companles who
operate from afar in Pennsylvania,

CHAIRVAN WRIGHT: Representative Bennett,

BY REPRESENTATIVE BENNETT:

Q Mr. Chairman, it's refreshing for us to have the
commlssicner come before us and indicate that he 1is doing his
utmost to comply with the wishes of the Leglslature.

A Thank ycu,

Q Your testimony 1s excellent. I had some questions
that arcse 1n my mind, as you went through i1t and I would like
to drill you on a couple of those.

A Fine.

L_--,.-.-.Qﬁ _On page three of your testimeny, if you can follow,.
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you indicated that you kept close touch with top officlals of
the nuclear insurance, Just, if you would tell the Committee
who those insurers are, 1 am not sure it's ilmportant, but I
would like tc know who they are.

A Well, there are two pools, insurance pocls, made up
of come 253 companies. One pool, the larpger of the two is
comprised of stock ccocmpanies and the cther cmaller pool 1is
comprised of mutual insurance companies, I don't have a list
before me, but I can certalnly get it for you, There are some
cf the largest companies in the country.

&) That will be fine, How many stock and how many mutua

A 1 den't know. I Jjust know that the larger pool is

the ctlock company pool, There are 250 some companies altogether

and 1 don't have the breakdcocwn on the numbers, but it 1s quite
& large group of ccmpanies, obviously, that are involved in
this program,

Q Cn the bottom of that page, I made a note. You said
that repcerts would include cummaries of claim dispostion,
showling claime filed, pald, rejected and unresolved, Then on
the next page, as you go through your notes, How many of those
to date are unpald? Wwhat I am really searching for 1s on the
constituent level, on the perscnal level of pecple who were
teld to -- suggested that they should evacuate. Are there any
substantial nunber of those claims that are unpald?

A In my view, my understanding 1s. maybe subsequent

|

17



witnesses can clarify that, the payments were made promptly.

The insurers on the days following the TMI incident had to

make a judgment as to whether a person that within a five mlle

radius and had to decide whether a women was pregnant or

whether sghe wasn't.

Q That's sometimes 4ifficult, ~ W 7 PRt

A Well, 1t's sometimes difficult, but you are elther

pregnant or you are not, I understand, but that's correct. In

the early days of the lncident, the companies bent over back-

warde from my perconal observaticn to make payments and in most

instances would take th2z word of an individual., Sometimes you

knew 1f thay were pregnant% or not if they were pretty well
advanced in thelr term. In other cases, rather than have a
lct of disputes about it, they felt 1t was in the public

ing on the integrity of

interect to make these payments, rely

1
o

the people who applied for the beneflts. O©Cn the occaslions

when 1 was there, the reports from my staff was that the whole

proceas went very smoothly. There were very few altercations,

very few problems, As the days went on, I think the insurers
set up mere elaborate procedures to determlne whether someone
lived within the five mile radius or whether a woman was
pregnant, I think they dld require them to bring their
children in with them. The important thing was speed and not
a lot of technicalities,

Q Conversely, have there been instances tc date where
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a person who flled a clalm wae paid for it and found to be
fraudulent?

A I have not heard of any. I dcubt very much that the
Nuclear Insurers have gone back to check to see whether or not
the money was actually due. I am sure there were probably |
some that shouldn't have been paid under their standards, but '
you had to make a cholce of whether youwre golng to have to
have detalled investigations or you were going to make quick
payment. Yocu couldn't have both, because 1t would take time
tc make detalled Investigations, I think the Nuclear Insurers
cperated cn the concept of gocd falth and I think for the most
part, the people of central Pernnsylvania are tc be commended
for not taklng advantage of the system. In fact, thcre were

a number of instances reported to me where people actually

. returned mcney to the lncurance carriers because they didn't

need 1t all. They would come beck a few days later and that
really makes one fesl pood, that the people in this area had
such integrity.

G The point that I am -- well, in conclusions chat I
see cculd be possible In a future incident that the radius was
extended and we could enter into @ huge timely evacuation kind

of tning. The insurance companies would pay off & great many

| elaims and then generally what happens, at least it's been my

experlence and those of my constituente that tell me about 1t,

that when they file a claim, they get their rates lncreased.
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I am not making thlec as an accusaticn, It's an allegation.
So, I am curlcus as to how you, as a Commissioner, have looked
upon that now and in a future instance, That's what this
Committee 1s charged to do, to try to come up with recommenda-
tions for =cme futu.e 1nclildent, which we hope won't happen.
Now, I am Jjust wondering what your position, as a Commissionar,§
would be on those insurance companies that came back later and
sald, now, we have Lo ralice all the rates because we had to pay
all of ycu off,.

A I think it would have to depend on the situaticn,

Reprecentative Raed. In this case --

9 Execuse me, 1t's Reid Bennett.

A I'm sorry.

Q The Chairman forgot my last name,

5 I think it has to depend on the situaticn. I think

It has to depend on the specific situation., Here we were
dealing w'th a sat of circumstances which had never been faced
before, I think the publlic good was paramount here. I have

nc doubt in my mind but that the American Nuclear Insurance

and Mutual Insur:ince Group made the right decision in making
paym2nts at this time and not worrying about the great
conseqguences later, We had a situatlion where the Governor had
directed people with small chlldren, pregnant women to leave
the area, I think that directive came out on a Friday. People

don't necessarily keep a lot of cash on hand, Where are they
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going to go? It costs money to live in these areas and it was !
an emergency situaticn, I have nothing but the higzhest
confidence for the insurance industry. £Iny time monies are
paid out, 1t's pgoing to be reflected scme'there along the 1line,
very possibly in the rates, one wey or ancther, Here we were
dealing with & relstively small amount of money, A 1little overl

a million dollers 1sn't much when you are tzlkinz about a !

potential nuclear disaster, It was received very well by the

pecple of central Pennsylvania. Thoge who deserved it and needT
ed it came in and got it. I think it helped to reduce their '
anxlety and concern, knowing they had some mcney to live on i
away from the arez. Many of them were golng to arees where

they knew ro one. I think 1t was extremely impertant for the
American Nuclear Insurers and Mutual Insurers to make those

payments, 1In my opinion, they did absclutely the right thing., |
We encouraged them durin: the immediate few days after ths: TMI
incident to make thase nayments as premptly as possible and not

to be overly concernad about technicalities

~

Q klso, on pare four, you indicated that the NRC, 1in
accordance with provisions of the Act, set a $550 million site
maximum, How do they com2 to arrive at that fizure?

A That's a statutory limitation. Conpgress decided

K I understand that. Do you know how or why they

arrived at that?

e e
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A I assume, Representative, that 1t was a compromise,
We have never had a major nuclear accident and it's really the
best pguesstimate that they would come up with, I assume.

Q Cn page five, you indicated that the task force that
you have been appointed to as Chairman will conduct a meeting

on October 19th, Will you tell us where that meeting will be?

A That will be in Philladelphia,

Q Philadelphia?

A Yes,

Q Do ycu suppose that members of the House Insurance

Committee mlight be allowed tco sit in on that meeting?

”

A Absolutely, and 1 will be happy to send the members
of this Committee an invitation, 1f you would 1like. '

Representative Yahner is Insurance Chairman of the
Committee,

A House Insurance Committee?

@ Yes, I am not on that, but I think they would be -

interested,

A what I can do, if you would 1ike, 1s to send a letter;
to both Chalrman Wrieht and Chairman Yahner, advising them of ;
thlis meetins and inviting them toc attend. |

G Finally, Mr. Commis.ioner, it was I who raised the
question at a previous meeting of this task force about the

nuclear insurance similar to flcod insurance, You have

commented on it in your testimony. I don't know what else ¢an




be sald about 1t, othzr than the fact that I am curious about
1t. I am wordering what kind of rate schadule might be set
on something llke that and perhaps it's too early tc ask you

that auestion,

|
A I don't know the answer to that question and I am !

not sure anybody knows, One of the reasons is that fortuaately
we have not had any ma or nuclear disasters. <The insurance

Company baged rates on experlence, at least in part of what's

happened in the past and what they projeet for the future.

|

|
fuch @n untraveled road, thank ccodness, that it's very;
|
l
i
|
{

Then, 1n addition to that, you have to take into i
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diffic.lt for any insurance company to come with any finite
premlum sch2dule for this sort of thing,

consiceration what benefits should be providzd, who should ’
provide them, Chould 1t be ths fadsral zovernment? Should we
view it through the private insurance machaniem? If sc, what
would 1t cost? Again, you are into areas as to reasonable

Judgments, Reascnable men can differ as to whether the Price-

Anderson fct cught to be 550 nmillion or billions and billllons |
or what, If we had a major nuclear disaster in this country
that covered a number of states, I can't imagine any private
industry bein; able to pick up the tab, The government may be

even hard pressed, if it were a big enough disaster.

@ Would I then be eafe in my feeling that you would

ensure this Committze and other House Committees that you, as




the Commlseloner of Insurance, would ncot act hastily and give
all due consideration in setting scme kind of rate schedule
on nuclear insurance?
A Yes, with thls caw at, At the moment, we do not

set the rates, They are paid by GPU and Met Edison, That 1s
dore through the federal government., Also, in our law we have
an exceptlon for very uwnusual types of risks where there 18 no
experisnce and whers we don't set the rates because of thelr
unique nature, At this time, now =--
4 Excuse me, wno does then set those ratas for those
excepticnal ecircumsiancas or 1s there any rate?
You mean other *han nuclear, you are speaking about?
No, you said that you have an exception in your law
where you do not set rates for certaln insurance,

It's 2 hizhly unusual and unicue situation., That is
usually a negotiated rate b2tween the partiles,

REPRESENTATIVE BENNETT: Thank you. Thank you, Mr.
Chairman,

CHAIRMAN WRICHT: Reprasentative Ceesey.

BY REPRESENTATIVE GEESEY:

« Commissioner, have you taken any surveys as to real
estate values witnin a flve mile radius or ten mile radius or
20 mile radius?

A we have not,

“ Do you have any oplnion as to the existing limits on
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the Price-Anderscn Act?

A I do not have any opinicns at this time, Representative

Ceesey, It's Just too early. I want to study it with the NAIC
|
and get some further input from the Governor's tack force on 1t.

|

o Then, you weuldn't have an opinion as to the present

.time whether. or not it's been satisfactory or =--. .. . . a4
A I do nct have an cpinion, i
« Okay, on the subject of adding nuclear coverage to |
|

the homezovner's policy, although it's interesting and possibly |

should be considered, the immediate thoucht comes to my mind

i
i

inasmuch @s the peonle who live in near proxlmity of a nuclear E
l
plant and had to stay in its loeation, who should pay for the |

cost of that additional coverage? Should 1t be the homeowner,

one more time? .
|

o That's a question that would have to be answered, ‘

You are absolutely right, whether 1t curht to be the people in ;
the immediate area or whether it ought to be the other citizens
who s8hould share in that cost who do neot live near a nuclear |

site, Of course, when you are talking about nuclear plants,

it's difficult to know what the area 1s of potential contamin- |

ation, if we have a major nuclear aseccident, Where do we draw |

the 1ine? You are absolutely right that all of these factors
are going to have to be considered. It may very well be that
offering endorsements will not be feasible as an economical

!
matter. !
i
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Q Well, I would have problems with 1t 1f they then say
to the homeowner, we created a hazard for you that you didn't
necessarily want, but you are going to have to pay the bill.

I really have problems with that.

A I am not advocating that system, but --

@ I understand.

A Your concern 1is well taken.

Q That's food Tor thought. The other question that

would come to mind 1s would it be the intention of those who |

are advocating thls to replace the Price-Anderson Act with this

Sype of coverage?

A

I can't gpe2ak% for those who are advocating 1t. I

|
|
|
|
) i
don't know that there is anyone who is specifically in an i
organized way advocating that we have endorsements to homeowner's
i
polictes for nuclear insurance, elther in lieu of or in additioch

to the -Pric2-Anderson Act. It's Just one idea that has
surfaced and I don't know that 1t has anv strong partisans at

this point, untll studies are made.

Q It's just one guestion, I believe, for you to take
under conclderation, I would have problems if we would expect |
that the homecwmers would be required to have that coverage
endorsed to his homeowner's policy and then forget about the
Price-Anderson fct and let the guy ocut to swim on hie own. If

he doesn't feel that he wants the coverage and can't afford

the coverage or whatever, he dcesn't have 1t and a disaster

R iy . SRS




cecurs, he 1s golng to have preoblems and 1t really isn't fair
Lo him, On the subject of unethical cut-of-state practices

by the insurance companies, they are licensed in the state and
i1f they are unethical, vou ean't --

A Oh, absolitely.

« The problem that we have and 4t was a very severe
problem for thoses involved, Youn had a flve mile map. The
inzurunce companics had a five mile map, PEMA had a five mile
map, The municipalities, many of them did not have a five mile

map and when thsy finally did zet a five mile map, it was not

precise, It was Just a eircle on a map without any kind of
road indicatlens, The people whe 1live in the area didn't have
that flve mile map and there ars instances of people who Just

live, as 1t turned out, over the edge of tiat five mile line

that evacuated, thinking they were within the five mlle line

that didn't zet pald. If we are go'ng tec use a five mile map,

I don't have 2 problem with that, but 1f we are poing to, it
petter be a deotalled filve mlle radius map with streets and
complete information so that everybody involved knows exactly
whe 15 within a flve mile radius and who isn't., Although in ?

many instances thoe insurers did a rather decent 'ob of the

whele thing, thers are also instances where people who were not;
i
pald that really, I think, should have been pald because throuih

no fault of their own they didn't know that the five mile line |

stoppad at their neirhbor's house,
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A There 1s no question that there were some difficult

questione 1n many spa2cific instances, I zalsc do know that the

insurers did, at least in the early days when I was directly
involved with 1t, i1f there was any doubt about where a person ;
was, they would make the payment.
becine B In many instances they did. In other instances, they,
didn't, Are you workins on a detailed five mile map? 1Is

anrvody workinz on a detailed five mile man?

A I don't know 1if anyone is. The Insurance Department |

is not bacause that applied to that specific situaticn. If it
i
should ever occur apain, 1t micht be seven miles or thiee miles

o)

or whitever and T dcn't Xrow that we can assume that the next

time around, 1f we aver have one, I hope we never do, that we

are gelings to be talking about five miles.

=

9 hat's absolutely correct, but if you are coing to
establlsh a basis for claims, there has to be Some sort of F
precise mans and precise boundary lines, If we don't have that)
then we really are shooting into the dark an? some people who |
cught to be consldered, really aren't ~oin~s to be considered

in terms of c¢laims, If you have an automoblle accident, you

Q You are ordered to evacuate because of potential or

3>
Lo »
&
b 2
ct o3

impending nuclear disaster, then therc ocught tc be prectse
maps faying who 13 and who isn't,




did a good Job, I agree with ycu, but there are some people -

A That's absclutely right.

Q Becauge there are pecple who are out of a lot of bucks
of thelr own pocket, whe could not afford 1it, Jjust because they
Just live over the line, I really don't think that from that

standpoint, 1it's fair., Although in many other instances, they

who need. Thank you.
A You're welcom:, v

CHAIRMAN WRIGHT: Pred Taylor, 5

BY MR, TAYLOK: |
W Mr, Secretary, during the course bf the many, many
hearing that the Committee has had, 1 think 1t's become very
apparent that Lhis Committee in the Commonwealth of Pennsylvanié
may have a duty to assure pecple who live near a nuclear plant |
that tney are really linsured and it's become rather apparent |
that one of the concesns of the people that live in the
surrcunding area of thz nuclear plants aren't assured that they

are insured. 1 am sure you have thought about it, but let me

start cut by asking the first questlon., As a result of the §
Three Mile Island incident, wihich we have heard varilously '
described as a bad accldent, as an accldent that never should
have happened; but as a result thereof, we all have the
experience of having that accident and hopefully 1t will never
happen agaln. As a result of that accldent, do you feel that

the industry could or would be 1ln a position to now make that |
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a calculable risk as far as establishing an insurance prorram
and policies for these types of accidents?

A I don't ¥now the answer to that, We have asked --
that 1s we, the National Assocliation of Insurance Commission
for which I am a part, have asked the insurance industry to
provide us with data, more data than we have at this time., So,
I am Jjust not in 2 pesition to say at this time whether they
do have sufficlent data,

G Someone ig working on ‘hat?

A They have been asked to collect some data, I believei
Ambrose Kelly is hers today, who 1s going to testify. I think
he misht be abla to nrovides you with iome more information on
that.

All ripght, then I reserve that cuestion for him.

=

Ve e
185,

Tet me take 1t one step further, It's apparent that
ther> wos concern of the Committee and concern of the citizens
arcund Thrae Mile Island about what kind of coverage that they

do have under Price-Anderscen and Kepresentative Geesey said

homaowner's policies and so forth, My acuestion 18, has the
departmnent considered any alternative insurance, insurance

program, that micht be avallable or could be thought about or

¢nuld be recommended to be undertaken by the Commonwealth or
Dy the federal government? Let me -- number one, tzke a look

at Price-Anderson and complaints thereof; the possibility of a

D c—— ——————




federal program similar to the flocd insurance progsram which
went into effect as a result of Agnes; thirdly, the possibility
¢f a pool of insurance that is funded by the utilities, them-
celvas? In cther words, funded in excess over and above the
Price-Anderson Act?

; Specifically, the Pennsylvania Insurance Department
has nct done that, Ve ars working through the Naticnal

Asscciatlion of Insurance Commissiconers, There are many states

-

that have nuclear plants and 1t seems toc me that it's much more
efficlont 1f we work on 1t on a naticnal level to deal with
this proevlem, I think that's the way it really has to be
addrezsed, The zmounts are goinz toc be so big, If we had a
sericus meceleer accident, that I think 1t wculd be better to

work on a natlornal level rather than try to deal with 1t on a

spacific leer ™ level hore,
G I am not trying to pln you down to an exact answer,

Just an opinion; but T have hod a line of questions going on

for several weeks, ncw, That 1s, the fact that I think right
now in the entire ccuntry, about 14 p=rcent of electric energy

18 cenerated by nuclear power. I think 1 am probably safe in
saylnp that the great majority of pecple i this country, either
directly or indirectly benefit frocm that. My guestion is, do
you feel that whatever insurance risk has to be taken, it

should be paid for by the nation as a whcole or any particular

company or the federal rovernment or taxpayers or consumers or
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utilities?

A I don't mean tc avoid your questicn, It's difficu’'t
to answer, becsuse vhen vou say whe should pay for it, we have
to decide firct of all how big is the bill going to be. 1In
order to detaermlne how big the blll is going to be, you have to
know exactly what kind of risks you are going tc insure acainst
There are a leot of different limitations that one could put on
what 15 beins coverad for a nuclear accident, So, you have to
deline what you are golng to insure, number one, After that,
you are coing to have tc make some determination as to what the
Lik=21thood of the aceldent ccecurring, £.1d w2 have very little
arasrience; thank gocdnesa, 1in this country as to what might

harwen, In the nuclear area, as I say, we have very little

Floods, ever since the flood of Noah, have been
contiined 1ln varlous smaller areas, Tha: may not be true of a
nuclear accldent, Tt's a different kind of a situation that we

have had experiencze with before. 50, once you decide what

kind of benafife ron are gelng to have and you have some ;

|
reaascnable estimrates of what the potentizl damuge 18, than you i
nave to determine what the cost 1s gsoine to be and sit down
and make tome determinations based on those figures, Quite

frankly, 1 don't nave that basic information to come to a

conclusion at this Lime.

Well, would 1t be realistic for me toc say that as a |
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posed”?
A I am sure we can come up with a reascnable answer.
I willl reserve the guestion later for some of our
_Jater witnesses, "
A I think also realistically, from what I know now, the|

result of Three Mile Island, that the resources are there to

ccme up with scome reascnable answers to the gquestions you Just

federal ~overnment is roing to have to be involved in some way
or ancthe,
Thank you.

R, TAYIOR: Thank you, Mr, Chairman, l

CHAIRMAN VWRIGHT: Mike Bern'e,

|

BY MR, EERNIE: |

o Commlesicner, 1 wonder, do you belleve that the event}

that occcurred Maren 25th and followinz was 2xtriordinary in the%

history of thic ares and the countey? f

A it was certainly extraordinary in the sense that I g

don't think it ever happened bafore. %

.

« I Imagine you are famlllar with the definition in thei

Price-inderson of whal's an extraordinary nuclear occurrence? |

!
A I den't, i'm sorry.

W well, what I am wondering 1s whether the task force i

1

that you are envislonlng under NAIC will include in 1its study, |

@ ftudy of what should be defined as an extraocrdinary nuclear

cecurrence by which pecple are entitled to recover damages or

-l



A Well, the NAIC is gathering data now, from the

insursnce industry 2s I am sure that assoon as possible, it's
-~ ‘

roing to consider ¢ll of the raalfications of it.

Jdan you give the Commlttee an Indicatlion of what data
has been requested from the industry?
A Thers 12 a resclutlon that was passed by the NAIC,

-

It runs on for saveral pages and I would be happy %o furnish

gou with a copy. It migh% be easlsr to deo it that way than
to read thi'gugh the three or four pages.,

i -

pe ~ N TP i T i - ok’
i, BERNIZE: Thank you, Mr, Chairman,
SY* A TTIRE VT 3 L OB L » 2 -~ -
' CHAIRMAN WRISHT. Representativa Plecola,

RO DRGNP AM T TA. m? ' -
o'\.-;‘da.‘-J-aI eV hd Vil ?ICC( ddil o 44 -‘n:’. J’-)J’ :&r. Uhair.auin.

BY REPRESENTATIVE PICCOLA:

3 On pace four, you indlcated that there are 27 clalms
that have obzen filed by governmental agencles. Are those all
state apenclec or are they local government agencles and could
you tell ug -- could you enumerate those for us?

A I can't tell you what the 27 are at this polnt, but
I know one of them 1s the Borough of Middletown, I think they

are local government as opposed to state agencles.,

Q Has the state government made any claim?
A Not that I am awar: of.
“ Do you know if tlie -- for example, the evacuation

|_center that was established at the Hershey arena, was the cost

losses without proving a certaln gullt on the part of utilitiest

i
|
|
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of that paild by the insurers?
A I don't know. They pald, of ccurse, for the -- the

facilitles in Marrishury at Penn Natlonal, I beliove, were

donated by Penn Natilonal for the use of the Nuclear Insurers. i
They had some extra space at that tlme and the two days before
USPF&G permitted the American Nuclear Insurers to use thelr
facilities,

Q But the =2vacuvation centor that was established at

the Hershey arena w»s for precnant women and pre-school childre@.
I am sure the ownerc cof that arena, I am sure, at the very leasd,
pald the utlility cests to keep that place cperating and so forth,
You don't know !f that has been covored or if there ave been
claims made for that?
Z I have nc idea,

Well, then how do you arrive at these -- hcw dec you
knew that there are 27 cleims, 1f vou don't knew i1ndividually
which ones are whe made them,

ire frcma the top of my

« ¥You do have that inforwation in your ~-
|
2 Yes, we do, ch ves, %
|
Q Well, could you provide a 1listing, I won't ask you

to detall, but could you provide us wiih some kind of an

indication as to what rovernmental acencles made clalms and

the nature of the claims? Maybe you could tell us a little bit
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about what kind of things they are claiming reclmbursement for.
A Yes, we can do that., That's no preblem. We will
supply that to you.
Do you “ow that now, for example, what the Borough
of Middletown, what they would be claiming for?
A I can't tell you right off hand, Representative
Pilccola, ILet me see 1f I have that., I don'y have the

information riczcht hefore me.

b You could provide that to us?
A We will provide what we have.

( Ae to the business claims, cculd you provide like

! information?

A Y28, a lot of those deal with business interruption
and lces of buciners during the time c¢f the incident,
Q@ I assumed as much, but I would like to know

spzeifically who 1is clalwming and the kind of reeasons; not
neca2ssarlly the zacunt 1f they c¢lalmed a gpacific amcunt., You
indicate that they have not.
A A lot of them have not epecified the amount,
REPRESENTATIVE PICCCLA: I don't have any other
cuesticons,
CHAIRMAN WRICHT: Any other questione frem members

of the Cocmmittee?

-




(No response.)

CHAIRMLN VRICHT: We thank you, Coummissicner Bartle,
for appearins before us tcday, Your testimony will be most
helpful,

e

COMMISSICNER Z2ARTLE: Thank you, Chairman Wright,
. CHAIRMAN VWRICHT: At Chis polnt I think it would be
aporopriate to take 2 five minvte break and at the end of that

break, will you gentlemen from the industry take a seat at the

front table,

(The hearing r=cessed at 11:00 A,M, and reconvened

at 11:05 4.M,)

CEATEMAN WHICHT: Cur seccné group cf wiltnesses today

| are repragentatives of the industry invelved with insurance of
mr sl o . ~ 174 &% alt y -y - £ s v - ~
nuelear Hower plante, i*th us tcday are Mr, Joseph Marrone,
o 3 3 ~, 19 1 oy . " s2 Y o . T oy ey sss wav oy , T A b ¥ »
enercl Counsel, smarican Muclear Insurevs; Mr, Anbrose Kally,

Mahager of the Mutuzl Atomlie Zaergy Liability Uaderwriters;

. Sl N
,» Cenaral Counc

1 of Hartford Accldent and Life

3

.
i
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Insurance Company; and Charl~ss Bardes, Vice President, Mutual
l~tomlc Fnercy Liability Uaderwrlters, %Would you four please

etand while I swear

6

JUSEFH MARRONE, AMBROSE KELLY, RICHARD SCHMALTZ AND
CHARLES BARDES, called as wltnesses, having obeen duly sworn,

testifled as follows:
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N

CHAIRMAN WRIGHT: VWho 1s going to speak first?
Mr, Schmaltz, it might be helpful if ycu identify yourself
for the stenopripher,

MR, SCHMALTZ: I am Richard Schmaltz, General Counsel
for the Hartford Accident and Indemnity Ccmpany. On my left
is Ambrose Kelly of the Mutual Atomie Enerpgy insurance pool;
on ny near rirht le Jozeph Marrone of American Nuclear Insurers
and on my far rirsht is Charles Bardes of American Nuclear

Insurers, I propose that we give you just a brief description

N

of how the Prlce-fnderscn incurers znd indemnity system operateg

under the role of private insurers and then we wculd be very
pleazed te answer any” cicstliens that you mipht have in this
area, Commissioner Bartle has ecovered much of the ground in

detall, so we wlll lust touch some of the highlichts,

Cne of the major congiderations in connection with

P

mmzurange for either natural or man-causad catastrophes is how

tc handle claime 4f ther

8]

are nultiple rumber of claime from
sarlioug event, Years 2o, shaortly after the beginning of the
Price~/ndercon program in 1957, the insurance industry
established a cumprehengive plan for responding to a nuclear
emercency. The plan had never been tested 1n action until the
Three Mile Islznd 2ecident, but with some outstanding
ccoperation and help from Commissioner Bartle and his staff,
for which we are very crateful, we think the emerpency program

that we set up many years age functicned smocthly and well.

o

|
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Mr, Marrcne and Mr, Bardes, who are with us today,
personally tock part In bringlng in a team of claims personnel
from our member ccompanies, Within hours after the Governor's
avacuation recomnendetion, we were able to begin advancing
funds tc those affected, Payments totalling over a million
~dollars were made to more than 3,000 familiesfhr evacuation
expenses and wage losa, At the peak of cur Harrisburg
operaiions, 51 claims representatives were on the scene, If
mor2 were nceeded, we would have furnished them promptly.

The emercency program is all but completed. The
remaining cla‘ms are being handled in a master class action
wilch 18 now pending in the United States District Cours. If

you wish, Mr, Marrone or Mr, Bardes can give you further
detalls of our emergency program, hut Commissioner Bartle has
alraady clven a very commrahansive report.

'a emergency asslstance prlepram ie only one part of
tha Price-Andarson insurance and indemmity program,.  The
proaram wag orisinally rut Inte nlace in 1957 for the dual
purpese of protacting the pudblie agalnst the financlal

conzaquences of a possible catastrophle accldent and to

encourage the dovolopment of nuclear power by private industry.

At that time this was an important element of cur national
energy policy. Although that policy is currently under review,
1t 15 likely that in the near future, at least, it will be

nearly impessible to do without nuelear power ln some areas of

|
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our country, without substantlal reductlon in our present
livingz standards, Thus, it is Zmportant to focus attention

¥

saricus inclident in the future.

v The program has been amended frcm time to time to

is an extraordinary nuclear occurrence as determined by the

a saricus nuclear acaldant,

pe

ragcureas, Firat,

protection which must asual under Price-~Aanderson, for large

insurance available for this purpose,

eccndly, there 15 a second layer cf financlal
This layer consiste of retroactive assessmants of nct more
than 5 milllen in 2ny one year for each nuglear incldent,

There are now 67 nuclaer power niants operating under this

to protect the pubdlic dzalnst the finanelal consequences of a

W i K AT v A OB T e S B -

on ths aspcets of the Priee-Andarson proeram which are designed

improve this protaction., A major change in 1966 was tc require

a vatvar of all =f the usual neclizence law defenses, if there

Nuclear Herulatory Commissticon, Ia effect; this change 1mposes

abzolute 1lahility on the operator of nuclear power plants for

The nrosrar also sets un Lihrese tiers of go0lid financl

swre 13 2 »rinarr layer of private financlal

sé¢ale powar reactors, thz amcunt of private insurance available

Pregently, the two ruclear pools make 4160 million of nuclear

Commiss&lonsy Bartle's statement mentloned 140 million, but this

protection required from the operators of nuclear power plants.

|
|

al




system, producing & total of 5335 millicn of secondary
financlzl protecticn,

Third, the Nuclear Rerulatory Commission provides
overnment indemnit

y of 565 million, in additicn to the total

of 495 million avallable in the form o7 lneuranca or
to the publiie from 21l scurcez are 5560 million feor each
nucleur incident.

The financial protection and government indemnity
cov.:r th= llablllity of plant cper=ztors and thelr suppliers,
In f1¢t, thay cover any person whoe may be legally liable for
nuclesr In ury or daimspe. Thic means that the perscns injured

will have broad lcsal remedy whieh 1s backed up by seolid

finanelal rasourc=c, Ip also enshbles the insurance industry

wilch, in turn, anables 1% to maximize coverave for the
protecticn of the nubliec,

Price-fnderson nroxzram alco establishes a

for a nuclear fncident at 5550 milllon or the total amount of
primary and secondary financlal protection, whichever is
sreater. As mor: power nlants come on line, the total of the
primary and Secondary financizl protacticn will operate to
reducs the indemnity available frem the povernment to zero,

“ach Ineresase in the funds avatlable from private sources

‘resrospective premiums, The total funds immediately available

o Jocus covaragze on the opsrators of the nuclear power plants,

i
limitaBlon on £h: 185111ty of 211 perscns who may be responsiblé

|
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carries with 1t a corresponding reduction in government indemnity.

The limitatlion on 1iability 1s often criticized on

a numter of girounds, Perhaps the most gerious i that it will

leave scme vietims of a major catacthrophe without compensaticn

for thelr injuries, The constituticnality of the limitation
on liabllity wae challenged on this ground. Last summer,

howvever, the Sunvreme Court of the United States held that the

limitatlion was constitutional, The Supreie Court looked at the

Price-Anderzon prosram as a whole, After takine into

considera*ion the amount of compensation provided by private

finefpeizl nrotectlon am povernment indemnity, the case of remed

the previsien for consclidation of su'lts sand emerrency assistange

payments, the court roached the corclucion that prospects of
racevery and the amount of recovery were at least as great as
thay would be urnder ordivary leral principles. Ths ccurt
olnbed out that the removal of the limitaticn on 1iability
would not rmarantee fhat financially resnonsible defendants
aowld found to pay the full amount of the damares, There
would be, indeed, a rz2al likelihood that & majJor utility, even

of great cize, would become bankrunt in the process, without

belng able to satisfy all claims.

Perhaps even nore Important, however, was the court's

view that the Congrees hos made a statutory commlitment in the

Prica-Anderson Ierlclation to review any cerious accident in

which the damages exceod the limitation on 1iabllity and to

.




take appropriate aclLion to provide financlal rellef for those
who wculd not be compensated In full, The limitetion on
1iability has thus never heen regarded by the Convress as an
absclute cut-off ~f flnanclz2l assistance for those injured
in a major nuclear cccident, Although the chances of an
aceldent producing damapges in excess of the $550 million

nrasent Limitation stlll remains extremely remote, despite

It is d1fficult toc estimate the full consequences of

the Thrae Mlle Island claims., Th2 pools currently have |

approxinately 373 million in a roserve fund which has been i
scoumulated over the last ten years, It 1s thelr best cstimate;
that this wil) b» far mere than the amount requilrzd to ;

|
coapensate ¢lalms which hava now been consolidated in a single |

|

M. 2ome heve ‘ndiecatad that prelenged litigation

.

¢lass act
may be n2ecssary bafore clalmes are dieposed of for any major
nuzlear incident, Ye think the experisnce at Three Mile Island

shows

howavar, L.t She pr¢cees ean be handled without undue

s
delay. The pools, —ith the assistance of various state and .
natlonal officilals, wera able to procoess the emergency
asslctance ¢laims cn the spot., Class actions ware promptly
filed &2 reserve the ri-hts of all injured persons within a
25 mile radius, Tho attorneys for both sides are s2ngaped in
simplfying the nrocedurcs in an effort to reach a disposition

of meritorious cliims that will protact the interests of all.
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Ye are pressently undar 3 wesiraining order from the Magistrate

assistince payments, until 2n approved procedure 1s develcped.
We are also restricted bty court rules from discussing
the datalls of the pending Iegsislazion, We will be pleased to
respond ‘to any genaral questions that you may have about Price-
nderson, the rol: of th~ insurance companies or, indeed, the
Three Mile Izland accldent, 1itsel
CHATRMAN "RICHT: Do any of you other gentlemen wish

to maks a comment on thi's polnt?
(No response., )

BY CHAIRMAN “RIGIHT:
allove 1n your Lestinony you indicated some 65
plants were particilpants in this insurance pocl?

1xty-seven, I belleve, 13 the flpure at this point,

# There are more than A7 plante in operation in this

e niry,
A Yea,
Then why the di'fferonce’
A The difference 1g that 1%t is only the larpe scale

v

power rnactors, Three Mile Island would be among those, which
are ramulired to have the retrospective secondary layer of
financlal proteccion, There are now 57 of that kind of power

plant In cparation,

a ﬁ

in the actlon from malting any furthar paymente, except emergency

|
I
|

|
i
i
|
|
]
|
{
|
i
|
|
i
i

|
|
|
|
{
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l % Can you explaln in some detall or glve us a
dasceription of thoge who do not partizipate?

A These would be facllitlies which produce a very small
amount of power, They would be in university reactors,
experimentil reactors, Thay would be some facllitles other

. than power reactors for which financial protection is required
by ths Nuclear Rzpulatory Commissicn, but the amount has been

1 lower then the 160 million maximum limit because in

<]
”~

o

T
-
<
“ e

the Comalssion's opinion, they don't really reprasent any
gserious thraat of a me jor disaster,

assume, then, that the Pric:z-inderscon Act does not

I The Price~-Anderscn Act covers certuin pgovernment
contract op2ratod faclllties, oubt thers 1s no private
inserance Involved, H meny of those are under the =-- and
they are alisc gsub/sct to 500 millicn cof government indemnity.

those are in opcsration, I Just don't know.

I agsure, 1f I undaystand your teatimeny correctly,
the maxinum 21abillt 18 3500 millicn and 1t carrot be higher

Yes, 1T cannot be hicher than that at this time; but
on th2 other hand, as I indicated iIn my statement, that
llmitation floets upward ac the tetal amount of primary layer
of financlal prctecticn provided by the nuclear necls Qnd

the secondary laynr provided by the utilities under the

o]
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retrospective pregram exceeds 560, For example, 1f there were
™M of there larpe scale power reactore in operatlon at the
present tlme, they wceculd be able to produce 500 million on
thelr szecondary layer of financlial protection, The pools, ’
asiuindng that their coverape remainsg the same, would produce
an additional 160 rill4on of primary financlal nrotection and
th: total lim'taticn on liabilisy would then go p to 660
million., Tt'= pot Jixed for all timee, in other words, at

560 million,

1 utlility companies ard all reactors in ;

111 of tha power resctore are covered, privately
owned naver reasectors are covered in the United Stotes.

How about the opes in ed jacent states, for example,
Salem, =hich yould have an effect on Pennsrlvania?

s N
"

wr " 4 B | sy Ty [ Yur o~ -  § L | .
28, all prlvately owned uvtilitles,

0 If thar> wae an accidont that axceeded or was thought

xeead the $500 million, I weuld assume some priority would

weve Lo be et up as to who would get pald first? Has the

L .

v

ndustry or povernrment set thot -- and I thourht I heard you

say something aboutl some confarence or scomethinc coming up to
malkte scne decliolicns, I think I heard you say that the ™inies
that you paid individuals for relecation have some prior.

Is there a priority system set up on how to pay?

[ . *

A fes, whenever there is an extraordinary nuclear




ceccurrence and 1t looks as though the tctal amcunt of the damages
may erxceaed Lhe limitation of 1ilabllity, the Price-Anderson
prooran providas that all claims mey be consolidated in a single
federal dictriet court, The 'udge in that court has the power
te reauire parties te submit a comprehensive plan for dealing
with the elaims, including their priorities., He can modify
that plan, mike additions to 1t or chancee in 1€, as he cees
fit. He 1s alsc guthorized to cet aside 2 portion of the funds

for delaved injJury claime and he 1s also empowered to establish

W
-

prioritiecs 2f navrment, A great deal of diccr

W

ticn is given to
the Jjudpe, because it's virtually imnos=ible to tell what

pattern cf 2laims will emerre, Tt lcoks from the Three Mile

. Island Incldent; for examnie, that narhape numerically the
property domsee claims may be more numerous than the ones for
Ayl

cute parscnal injury, for axample, Anothor incident might

nave a dlfferent pattern. £&o, the statvte allows the judge
a2 disceretion to t2'lor the nlan to what 1t neede,
The Jjudre would prebably not oxerclse his discretion

unt!l some tlme, snd maybe some lonc perlod of time, after the
accident has cecurred. Veculdé that prohibit you from taking
care of individ:al clalme rararding the relocatiocn of people |

who, fcr example. need money within that first week?

& ]

A No, there 15 an exception for emergency assistance
payments,

In your ~xperionec or your apent's experiences out

WS b W o e R BT e BN g i o R
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in the field or during thouse first couple of wecks and short
periods subcseguent to that, what were the problems that your
te experlence und vhat ware tha nplainte, if any, that
recclived from tlhe pzople on the other slde of the table?

~19 T . . - 3

el), I thiak I will ask M. Marrore to respond to

that, 1 assume what you are talking abcut 4s the claim

, » & 4 . f wria - .2 s b= g o e &1 . Y o @ v
& - wilviawdly 3 4 . Lsurance »L.nL«., Db wale G B0 8 144
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23k him to £311 you in on that, if

Dy Just referring back

hat w wntloned with the early wilnecses, Wwe haa some .
J1fricule; use ¢f the <carly mapes we received not beling as !

‘ gecuyrate o joulc have 1ll:2d them to be, Thoere was some
B2 i Bi pe and L Ghluk Lt was twe or tiaoce days before

I 3 PP N R ] il 3 o v =hYa 3~ ¢
Wil S Jas GO ¢ ’ Ve

re not oble be determine precisely

~~
.
<

the Qilve mlle radlua, ¢ were not owere ¢f that untll, perhaps)

the sacond or third day. I am not ziare of anythinz that was

e - i . . .y Yoy b R T3 R ot y )
rou ne: oth in Ghat; vt Charliec Bardas, who worked
Y R T - A b b s
airecy N Bg ia¢ with the ¢lailms; mlght be zware of

serntinlng that I am not, Perhaps Charllic can add to that, |
W, 3ARDES:  Vell, I think that the Insurance

Cocmmisgioner Dartlse ard Mr, Marrone have cutlined some of the

with, Uhat remains, rcally, are a

serics of vers tnall things that at the time, because you are

I working under pressure, seemed rather larce., One of the

PO
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classic examples was voiced before and 1t did deal with the

o Y ] 1 Y .| - e amea Ty owle 3
maps, hile we had a very crude mop and we came in with basic

s ; p 1 PR \ " ) . 3 RO R 3 IS i v % ' >

sunnl 1t . iwckare id ora-printed foz checks, the
o7, : : & 3 3 3

' ~ . 4 . 1 ok ol = b oy b R e g 1 ~

mn ing; B C we could sSturt the operaticns, Uf course,

we can't have a map of every area showing one mlle, five miles,
5., Ve secured map and on¢ of the things when we went to
derahey arena, idn't even ure tihz nap. Ve ne in on
caturcay. That g Saturday morning at 9:30, which wae less
taan 2« hours af the Governor reccananded the evacuation,

e trled %o abl’ gh the evacuation.
Taa 1 Pros vy Lelpful there, : provided them for

icrpeney evacuat funds, Wher nt bazeck tc the office,

v "y N r ) ) 3 VT t z -
( . gtaltis ali N RISES)T R velel b D20 £EVA AL dlid L{AQ
. - , . . 3 o e .
4 s _3. & W . s o Aiivd Y - SJed A . . e were er._’
. . .l . - - - bl fm d b . - - L vide o

DOCI3E ¥ $R0] X A4 e - Clily s P :re evacuated

wvigho cing Int 1zrae they were colng or why, exactly. So,

” I 9 72 )
Col w.ﬁ-&ul“

Gosuminie, Lo establ ictusl locaticen, It slouly got down
.© a fine point and i iieht have happened 1 2L someone
n or ten j‘gtiulrt’;'d to

provice Yo Iinformati than parlaps scmecne whoe came in on
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L pool.

day one or two., Aslde from that, we were conctantly surprised,

pleacsan

1ivin-

N . -

BY Mi,

tly by th2 attitude of the neople that we were serving.
SHAIRMAN WRIGHT: Assuming that scmeone on day one

mee o i

one~ouarter miles and vyou paid then,

MR, BARDES: What now?
TATRMAN ¥HT { ve 3 e back and asked them
L mone yaak
MR, BARDrIS: lell, what w» have done to date is gone
nal stif on of exXpen: for thoce people to
v mnde ivasneeg, Ye have n ranerally gote back
iy avalifiaeticons, but they were reculred tc be
! for expenses and thay vere told that before they came
vaine -
R. MIRROIT: Some of cur gpplicants vhn recelved
$E3 e P :

id, In faci; return mcney that they 41d net need for
exnanzes, About $6,000 hzc heen returned to the pools
hom we advanced funds, Th2 relatlonship

realveg and the app te

ic

"
i

¥

really, from our point of

(=1
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CHATRMAN YRIGHT: TFred Taylor,

mererTAD

R CR: Thank you, Mr, Chairman,

TAYLOR:

Mr., schmaliz, in your testimony you talked about the

The pocl, 1 assume, am 1 ccrrect, is a pool of private
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19 o ¢ he p ) T2 Al | n r ir, Felly. It's all
private and the ay that they gzenerat: thalr capacity i1s through
wh3eriptions iber companies thrcuzh the United States

E ind thsn to com ‘ins peels and re-insurers and private
| i
1 s *
s rones ik nd the world, it a2t ths total capacity
1
| .. , . P i
| that et 1 ¥irum that’ v able for nuclear ,
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| insurence t *ouchout all knovm oclid financial |
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pond now, Yeu 5len gadd thot this tots) fi-ure of 50 fluctuatés
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dopend! y le on vel twe, y questicn is 160 millipn
thie ! N tz insuranc stry or pools ¢znh come !
|
up with er 1s thae & igh Pric.-/ndercon or is there any |
y 'q
axplanatizn why L10C L1icn flgur : there? i
A iy it'a 100 have always had a taroet before us
taat was glven y the committee on Atomie Encrgy of the |
Congreoss to rai a& much insurenes as we could and in both l
{
girectionsg,  On or io, the 1liability ineurance that 1s used !
| |
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having it in front of me, but having read it once or twice, I

understand there 1s a clause in there that says scmething like,

as Congress may declide, which I think affects what might be the |

ultimate top limit, At least, I have been told that may have

been something to do with that., Do you have any comment on
that? '
A I am not aware of any provislion exactly like that, E
There 18 a provision, perhaps the one that you are referring toi
in the financial requirements, that the amount of insurance i
that the maximum 1s available from private sources at reascnaolﬁ
costs and terms, The Nuclear Regulatory Commission is empowered
to decidc what reasonable costs and terms means. In other f
words, we couldn't quadruple or ten times our premiums and say
this 1s what you should reguire pecple to have. There has got

to be scme rationality to 1it,

MR. TAYIOR: Mr, Marrone, do you want to comment?
MR, MARRONE: Ne,.

BY MR, TAYLOR:

Q One other thing I'm golng to ask you 1s the same
question I asked Commisslioner Bartle, As a result of the Three
Mile Island accident, which was a very unusual, unexpected ,
thing. Do you, and I would like an opinion, do you feel that i
an incident like this 1s now, from a rate making standpoint of

view, 1s this now a calculable risk?

A Is 1t now a calculable risk?
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G Yes,

A Let me give you my personal opinion, because I am not
an actuary, but let me give ycu Just my personal opinion. It
is a calculable risk in one sense, that from an underwriting
standpoint, companies such.as the pool:s can make a decision

to risk $160 million or so many dollars of the total premium

| frem the nuclear industry. It's entirely insurable from that

| point of view and I don't think that Three Mile Island has

changed that assessment. As serious an accident as it was, 1t
was within the scope of that type of insurance. It's not

calculable in the sense that you could assume a figure, I think

Commissioncr Bartle outlined how difficult it is, assume a figure

of damages that would apply for, say a typical reactor any-
where in the United States and establish a premium that you
are golng to collect from people living in the area tha$% would
be sufflclent to take care of any ccncelvable damages, It's
not like automobile insurances where you know you are going to
get so many thousands of accldents every year and 1t doesn't
vary tcc much, The amount of each one is e&mall and you have
an awful lot of policyholders that want to buy the insurance
tc spread the cost over. It's an indefinite thing which can't
be predicted in the actuary sense that applies to automobile
insurance, life insurance, homeowner's insurance,

MR, KEL.”: I don't know that I can reach -- I am

Ambroce Kelly from the Mutual pool. I am aware of your

|
|

{
|
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guestion, because I have Just come yesterday from a meeting

of our pcol governing committee at which some of the questions

you have In mind were discussed. The point I would make to |
you 1s that as far as the consequences of Three Mile Island are|
concerned and our abllity to calculate its effect on the rates,~
this 1s something that's well within our capacity. It's being
done. The only reascn we have not been able tc announce what ;
rates, what the effect on the rates would be 1s that at the ;
| moment we do not know what the lcsses are going to be. In {
. other words, there 1s a substantial question between ourselves i
and the owners of Three Mile Island as to the amount of prcperb#
damages, We are uncovering new information every day with |
respect to the questlons of how badly 1t was damaged and how
much 1t will cost to decontariinate it, We have calculated
the effect on rates, all the way from our paying the first
estimate, which was $140 million in property damage to higher
amounts of poesible loss, up to the full limit of policy. It

is possible for us to calculate the results of this accident

in terms of 1its effect on future rates,

For the owners of the utility plants, with reference
to third party liability, we are in much the same situation.
We recognize that we bave so far paid out less than $2 million,

' roughly $1,300,000 for evacuation expenses and our claims

expenses to date. How much we will ultimately have to pay

when these class actions which are pending in the federal
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court are declded, I don't know any more than you do. I know

the ranges within which we guess and the ranges are so wide,

there are those in our industry who feel that there was .
practically no third party llability, aside from the evacuationz
expense, i
See, there is and now I am telling you -- perhaps I !
shouldn't even be discussing this in view of the fact that thel
litigation 1s before the court. We see very little evidence

of elther personal injury or property damage. Now, it's going E
to be up to the ccurt and up to those who claim that they have g
had a loss to demonstrate that loss, If they do and the court ;

18 convinced that they have the io0ss, there is no guaestion,

|
|

We pay it., Right now, we don't know what that is going to be,
The answer to your question, it is possible for ue to calculate§
the results of thls accident. %
Now, what Dick 1s talklng about and very properly, i
is that as a result of this, there are those in the industry i
whe have sald that under other clrcumstances, with a Jdifferent §
type of accident in a different area, the claim could have been:
much higher., If you are trying to determine rates to be |
charged for people, for example, if you are goling to throw
this at the homeowners, a question that was discussed earlier |
teday, then you have a tremendcusly difficult guestion because :

you don't know -- wide as the ranges are at Three Mile Island,

we Know what they are, We know what the maximum is we can pay |

—— -




_pressure to make as much capacity available as possible. The

on property damage and we have a good idea what the maximum

is we could pay on liability. If you put togethe. a2 hypo-

thetical accident in a different area with a different type r
of accldent in a much more substantial ralease of radiation i

and th . you ask me what the consequences are, I am in trouble.

MR, TAYIOL: Thank you, very much,
CHAIRMAN WRIGHT: Mike Bernie,

BY MR, BERNIE: |
Q I'm sorry, the micrcphone was 1w and I didn't get

the /of jour company. Was 1t Hartford? !

A Yes, my conpany 1s the Hartford Aceident and Indemnity
Company. i
- You have raiced a questlion here in my mind and in
your ancwer and that 1eg that you have made the statement that i
the Hartford devotes more reserve, that of re-insurance in bhisi
area than any other individual area that you cover. Is that i
what you sald? !

A i.asentlally, yes. !

@ Now, does that mean that in effect, there has been
a business Jjudgment that thls particular coverage is either
more 1important or more potentlally a risk than, say, property
insurance generally or casualty insurance, generally?

A No, it doesn't, It's a combination of a lct of

factors. 1 was making the polnt that we have been under




questicn that we usually get asked is why can't you make more

avallable, I would explain that in proportion, we are

allocatling at least as much to the nuclear energy hazard than
we do to other hazards, |

4] All right, comparing the amcunt of your capacity
that goes towerd nuclear insurance with the amount that goes
to an automobile, you do automoblile -- you do provide automobilg
coverage, Is that right? ;

A True.

@ Is 1t more difficult for an individual to buy
automoblle insurance ln Pennsylvania today because you have
devoted a lot of your capacity to nuclear Insurance?

A No.

@ Are you saying that regardless of how much you devote;
of your capaclty toward nuclear insurance, that wouldé have nc
impact on how much of your capacity you would put toward auto
insurance?

A No, because auto insurance s not a catasthrophe
line. 1Its rates are self-sustaining and actuarily predictable.
| S0, our declsion with Zespect to nuclear does not affect the
decision wlth respect to auto. It will reflect the decision
with respect to cther catasthrophe llnes or other lines that
don't have the same degree of predictabllity as automobile

insurance has,

n

Q Would you Just quilckly outline what those would be?
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|
A Well, earthquake, flood insurance, aviation insurance,
|

off-shore oll rigs, pollution losses, things of that sort are |

all difficult catasthrophe lines; some product liability lines,
for example, %
Q The second question I have is, as I read the current
Price-Anderson Act, 1t does not oblipate you to provide any
recovery for the cost of refueling a nuclear plant or the cost :
of reconstruction, 1Is that correct? i
A No, Price-Anderson applies to third party liability.
| That's damage to the public. |
w Now, would you Just quickly outline what the propertyt
damage comes under? Is there a separate property damage
coverage?
A There 18 a separate property damage cover. Thls,
however, is not compulsory., The amount of thls coverage 1is

allocated to the owners of nuclear power plants and other

nuclear facilities for damage essentially to their plant, *

i

|

| thereby as much as they need or want. There 1s no governmental
mandate as to what they should carry. 1It's a voluntary

| commercial coverage, simllar to any property coverage or
industry, generally. 1It's an all risk coverage. It includes

other hazards in addition to the nuclear mzards.

Q But that particular coverage does not include
reconstruztion and refueling, does 1it?

A I will ask Mr. Kelly to answer that., He is more of

PR




58

an expert on property than I am.

MR, KELLY: I think we will cover the cost of
replacing the destroyed core, for example. That is, the fuel
that was in Three Mile Island at the time of the accldent

represents a substantlal element of value, over $70 million,

When we can establicsh the degree to which it has been damaged,

we will pay for the damage which essentially calls for our
paying for replacing refueling reactor so that it can again

operate., This 1s a separate coverage, as Mr., Schmaltz has

explained. The reactor operator dces not have to buy prcperty

insurance, He is not required by law to cover his own
financial interests,

However, hls stockholders and the bondholders who
have provided their money for bullding the reactcr will
promptly change the management, 1f 1t dcesn't buy all the
private insurance available, Now, at the moment, the maximum
amount of private insurance available, which is the two pools
| can give, 15 3200 million, There are reactors in the United
States, The TVA reactors, for example, are not insured, 1In
this case, the taxpayers who in the last analysis cn TVA are

elf-insuring the risk <{ loss, W

L)

.

¢ had a very large lcss at
one of those TVA reactors i{n Browns Ferry. That was not
insured and did not fall on the pools and cannot come under

our rate structure.

Where private industry 1s bullding power reactors,




29

it feels an obligaticn to the stockhcoclders and bondholders to

buy as much insurance as is avallable, which 1s currently 300
|
million., As a result of the TMI incident, our loss 1is going to|

be whatever loss we finally pay on the reactor, itself,

including the fuel; plus the amount we flnally pay to those
people in Pennsylvania who establish a claim against TMI
because this incident caused them either bodily injury or
economic loss, E

MR, BERNIE: What's been the cost cof cleanup, Just l
if you know that, i

MR, KELLY: I don't know what the cost -- of course,
the cleanup 1s really Just dene, I know that we have made a :
gpeclal advance payment to GPU for cleanup of $20 millicn,

MR, BERNIE: kay, thank you. The last guestion is,
was there any contact that you know of from any government ‘
official efther !'n the executive branc» or elsewhere, prior to
the evacuation order?

MR, KELLY: There was no contact with us,” What the

Governor of Pennaylvania sald to the pecople of the NRC was not
somethingz that we were a party to or had any voice in, We did E
not know that the Governor was goling to recommend an evacuation|
of this arsa, until he did it. We knew that there had been an %

i

incident here. We ~ailed our claims committee together so that|

{
|

we would be in a position -- before the Governor's order, so

that we would be in a position to act promptly. Until the
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moment the order was issued, we had no advance notice at all.
Is that correct, Joe?

MR, MARRCNE: That 1s correct. We dld not have
advance notice, However, we dld anticipate so that our first

notice of the accldent was Wednesday morning. The neyt day,

Thursday, was our annual meeting and rer~ris indicated that
the accident might be more serious than we first thought.
Thursday, we sent representatives to discuss the matter with
Met Ed, VYe decided to open a disaster office on Thursday,
before the Governor's order, and, in fact, prepar:d an office
starting Thureday afternoon, Friday morning, we were ready tot
go “efore the Governor's corder, except for our pre-packaged 1
claims forms and checks. They were being flown by Charlie to
Harrisburg and the plane was uetoured, He would have landed
about ncen, but he wasn't able to land, The Governor's order
was at noon and our offlice was ready to go except for the checks,
Charlie arrived that evening and the next morning, we started i
our operaticn bright and early S3aturday morning, g
We did that by Charlis going to Hershey arena, since
we couldn't get our press release -- we couldn't have people
come te us first thing., Charlie drove to Hershey arena with
checks and coffered to advance finds for people to move to
motels, By 11:00 that morning, Saturday, the press release

was read by Met Ed on our behalf, anncuncing that our claims

office was open, We did not have contact, except with the
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Commissioner, The Commissioner wag there Saturday, but prior

to that, we did nct have contact with the state authorities

but we did anticipate it.
MR, BERNIE: Thank you. '
CHAIRMAN WRICHT: Representative Itkin, *

BY REPRESENTATIVE ITKIN: S |

Q Mr, Schmaltz or any other uembers of your group,

could you advise the Committee whether you have returned any

premium money back to the utillty in the course of the Price-

| Anderson Act?

|

. A Yes, we have what we call an industry credit rating
| plan that applies to all of the utilities as a group. Under
| the terms of this plan, we hold premiums for ten years, If

the experience for that ten year pericd 1s favorable, we return
|

a portion of the first year's premifum to the utility. This

ten year lack of premiums keeps advancing. Each year we go

through a simllar exerclse, We have returned premiums in

every slingle year that the premium has been due. That started
in 1967, ©So, for the last 11 years, we have returned premiums,
That 1s because of the good experience accumulating during
that pericd,

W To the best of your knowledge or projection, do you

think that particular situation would be in effect for this

\
| year?
!

. A It's hard to tell what the effect of the Three Mile ,
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Island incident will have for next year. We will have to get a
better feel on what the cost will be, Iu's going tohave some
effect, but whether it would wipe out totally any return 1is
something that I couldn't answer,
5 What was the total return for this year?
MR, BARDES: It was slightly more t..an $2 million.
REPRESENTATIVE ITKIN: §$2 million? '

MR, BARDES: That was for 1668, That represented
approximately 85 percent of the money that was eligible for

refund, 1if .e had a perfect no loss record.

BY REPRESENTATIVE ITKIN: |

Q The zecond question has to do with what is the legal
basls for payment of the emergency assistance clailms?

A Well, the Price-Anderson Act, itself, recognizes the
desirablility of emergency assistance claims which may be made |
without taking releases and without affecting any admission of }}
11abllity. When that provision was enacted, it was underscood,!
Just as Commissicner Bartle explained “oday, you are not going g
to be able to make an absolutely perfect assessment as to
whether a claim 1is covered or not covered. You do the best %
you can and the important thing, though, 18 to get the emergenc§
asslstance payments out as promptly as you can, The basis,
actually, 1s the fact that under our policy, we are permitted

to advance funds where there 1s eminent danger of contamination |

| of property or eminent danger of injury to people. That's kind |
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of an elastic pcricd, an elastic clause, but that's the legal
basis,

Q You mentioned that the claims were to be paid or
advances were tc be pald for those persons that live within a
five mile radius of the accident. Why is thie so0?

A We have responded to the Governor's reccmmendation,
He obvicusly felt that within that ares, pecple should be moved
out and we used that as the basis for our response,

G Suppoege I live eix miles away and feel that the
Governor had made an incorrect assessment and I feel that I am

entitled to leave and entitled to reccvery. Why shouid I be

re jected on the basis that one individual, who happens to be
the Governor, made the decision as to where the cutoff would be?

A Well, ycu may still bring a claim, In fact, the i
¢lzims for &ll perscns Hving within a2 25 mile radius of Three |
Mile Iz=land are reserved in this class acticn., No doubt, some
will take that position and if the claim is felt to be meritoriyus
by the court, it will be paid.

Q Let me go to another question. Why the 25 miles? Is
that the petiticners that have used the 25 miles -- &

A Yes, they have reccgnized as does everyone, I think, |
that the rance of exposure has to be limited in some finite
way in order to make an orderly processing of claims possible.
That was the radius that they picked, not the radius that we

picked or suggested,




Q Let me go to the other side of the spectrum, The |

Governor, declding after he assessed the situation under those

critical dayc to corder an evacuation of all persons living
within 20 milee of Three Mils Island, Would you have immediately
henored the payment of emergency relocation fer, I would 1magine,
probably in the range of a couple hundred thousand pecple to
relecate? What would ycur reaction be to that? Is there any ;
legal basis on your behalf of honoring the Governor's evacuatioé
order?

A Nc, we are not legally bound to honor anybcdy's
evacuation orders, 1I% would depend, we think, on the reason- g
| ableness of the order. In thic particular case, the Covernor's
order was entirely rcascnable, It 15 possible that somecne,
Sometime, might maks an unreasonabie recommendation, Ve might
have (o reserve Judgment on 1t., It would be very speculative,

but there wa2s no guection here,

@ " And 18 the size of the finding interpret the degree
;bf reasonabllity or reasonzbleness of 1t9

A HNo, I think 1t's not the eize of the claim, it's the
naturc of the incident., Vas there, in fact, a substantial |
release of radicactive material on ite,
Q Well, for example, the Governor in his testimony

before this Cormlttee had oeen given advice by competent pecple

L0 evacuate everyone within ten miles of Three Mile Izland.

How, had the Governor taken that advlce, what would the position

L
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of the insurance ccmpanies be in that regard?

A I really can't answer a speculative guestion, We

certainly would have examined it in the light of whether that
wae reacsonable and we might very well of come up with exactly

the same answer that we did in this case., I Just can't, you

|
know, I Jjust can't say that we would automatically in every !
cace be governad by a Covernor or cther state cfficials’ :
reccmmendations, ;
Q That's the line of questioning I was trying to get |

at, It's discretiocnary on your part as to whether you will
provide advances or not, Although in this particular instance
you took the Covernor's suggestion of the recommendatiocn as ;
far as the various selective groups tc be evacuated within a |
prescribed area of a distance from the plant, you agreed to

that. That dces not necessarily state that in the future that

|

|

if there would be another accident reguiring the same or even ‘

creater amount of evacuation required that you would feel the |

came vay. There 1s no guarantee, no ascsurance that the !

|

residents that live in an area surrcunding Three Mlle Island i

will have immediate reimbursement, unless the only recourse of 3

them would be if you refused to be hardnosed about 1t, would be
toc seek legal redress in the court.

A That's true and we take that into ccnsideration., We

know that the courts are alsc going to exercise a zreat deal of |

lseretion on what 15 reascnable., Se, that i3, of course, that|
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it requires us to be reasonable, also.

Q And you sald there was no advance conversation with
any agency of the state in terms of what would be avallable for
the people in terms of evacuatlon? In other words, the
Govarnor, to the best of your knowledge, di1d not know when he
1ssued that evacuation order that those persons would receive
advance payments for travel?

A I know of no communlcations, persconally. I have none
and our other wiltnesses have said they are aware of none,

I see someone else might wish te respond,

MR, BJRDES: I will tell you what it was,
Feprecentative Itkin., When I went to the Hershey arena at
§:30 Saturday morning, firet of all, the Red Croes asked me
"vou will what” then various thinge, because the Governor was
going te go to the arena, I ccntacted the Lieutenant Qovernor's
office., 1 had exactly the zame thing, which was 24 hours after
the evacuvetion, The only contact we had with the governmental
hody was that, that I know of, Agaipn, he asked, "what? You
are going to pay money?" So, this was not a chosen thing by
any means,

MR, MARRONE: The Nuclear Repgulatory Commlssion was
avare, however, that we had representatives to this area on
Thurcday and they asked that we keep in tcuch with them to let
them knew what we are doing, which I was too busy to do., My

first contaect was with Commiscioner Bartle, He weglked into our

|
|

|
l
|
|
|

|

|

|
i
|
i
|
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office with Mr, Simpson (phonetic) on Saturday.

REPRESENTATIVE ITKIN: So, the Covernor was not --
did not realize that this particular benefit existed or could
exist?

MR, MARRCNE: I don'% know if he knew,

REPRESENTATIVE ITKIN: Well, I am Just assuming from

the reaction raised by another member of this panel here --

MR, MARRONE: Well, 1t's possible that there may have’

been discussions betwezsn some state authorlities with the
utility., It may be possikls that some state authorities had
awareness of the Price-Andercon program and the insurance
procram throuch their contact with the utilities,
REPRESENTATIVE ITKIN: But the CGovernor made the
ultimate decision and although 1%'s hearsay ri-ht now or
apparent conjecture on what was in the mind of the Governor,
on the basis of how they reacted to a statament. You krow,
1t st1ll leaves some suspicion in my mind and other members of
the Committee that the Governor was not aware that there would
be any advances provided or through an insurance program to
those people that had to evacvate., Thank you, gentlemen,

CHAIRMAN WRIGHT: Representative Schmitt,

BY REPRESENTATIVE SCHMITT:
Q Gentlemen, I may be somewhat repetiticus on some of
the questicns I am about to ask, because I was not here for the

full sesslion through no fault of my own., 'owever, if I get too

|

1
!
|
f
|

|




repetitious, Mr, Chairman, don't hesitate to cut me off- I am

somewhat speclally interested in the insurance problem, because

I spent 32 years of my life in my own insurance business and |

l
I am famlllar with the basic Insurances at least to the point

that 1 can make some recommendaticns after we get the questions:
answered wh!'ch mey take some time, The first question I would
ilke to raice and 1t may have been raised is the cutoff point.
A flve mile radius, for example, 1s cne thing and a five mile
and one foot is 5t1l11 another thing. So, where do ycu reach
a cutoff point? How can you say to a perscn that's within the
five mile lim't that they may be covered and then the person
who takes one yard or one step or one foot further beyond that
five mile 1limit dces not get covered fcr his lcss, What d1d you
éde to correct this conditicn?

A Well, I think that any time that you set a standard,

vhether it's five miles or six miles or five miles and a half,

|
|
you are always going toc bs faced with that problem, You either,

have a standard cr ycu don't have any and then ycu fall back i
|
on nothing to pulde you, 1It's simply reasonableness, which is |
ver; elactic thinz., I think we have to iook at it two ways.
Ve were certainly gulded by the Governor's recommendation who
had far more information at his hand than we d1d, If the
| Covernor thought that that was a reasonable recommendaticn, we
vere prepared to follow it, This takes care of those who have

the moet cause for emerpency assistance, They are the ones who|
|
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are directlly affected by the recommendation and presumably who

you would expsct to respond to it. As far as people living

outside of that radlus, they may feel that they have a
Justifiable clalm and that ¢laim is belng preserved, except ?
that is not beln: treated on an emergencey basis, It is part of:
those elaims that ar2 ba2ing handled throuch the ¢lass action
that has been filed, !
Q But that claim that poes bayond the five mile limit |
18 deluded, somawhat, from the person within the first guarter |
or half mile or onzs mile, At least, it 1s likely to be that i
way, It's not necessarily so, but that perscn within the five
miles, from the extrem2 point of a3 flve mile radius has more orj
has less opportunity to pget a larze ¢laim from the person who, i
say, has lived within the first half mile radius, %Would that i
be rizht? E
A Well, that's t»uye Iin one way, axcept that all of J
thesge claime are relatively small, They consist of actual cut-

of -pceket expenses Incurrad for metels, transportation, lost

wages during the recommended periocd., So, there will be ample
funds to cover claims of thils nature outside of the flve mile f
1imit, 4if they are established as being proper claims to pay. |
They won't have a reducticn, I don't believe. It will be
either whether they are entitled to the claim or whether they
are not,

~

@ It would be probably less lilkely to be able to make
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a claim, 1sn't that correct?

A Thay may Le lese llkely, because they are outside

of the scope of the recommendation,

s

l
This may be 2 redurdant question, because I got the ;

tallend of 1t when I cume in, Who officially pays the premiumﬁ

‘for the 1raurance thing? !
|

-

The pre~lum iz paid by the opsrators of the nuclear

power plants,

~

Actually pald? 1In other words, they write the checks
and sc on, Who actually pays the premium? Does it not
ultimately come back upon the consumer? '

A Aell, the only way that 1t would come back upon the

consumer, of course, would be indirectly as a part of the

=)
- o

othar exnen

0w

|
{
. \
operating cost of the utllity, the same as fuel cil or any
|
1
|

~

: Wwell, you are saying to me then that the premium that

|
i3 be'ng pald 1s actually being pald by the consumer, because ‘
L% goes into the rata making process and whatever your costs !
and expenses are, someonz has to pay for it, Therefore, thxt's%
who pays the premium, in other words, 1t's the consumer?

A Well, I think that that's true in a general sense,

The consumers of any goods and preoducts indirectly pay the cost&
of ==

Q You now have the consumer that will be paylng for

insurance protection indir=ctly and yo.: are getting the other

1
|
|
i
J
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perscn who 1s payingz for insurance and get no benefits because
he livee on the ocutside of the boundary. Therefore, he is
paying 2 premium fcr which he 1s recelving nething, except that

he may be helping his neighbors, sc to speak. Do I make my
peint? There are a lct of pecple that are going to be paying
@ premium for which they cannct hope to pet any return, * *

A vell, that fceuses on the problem of hoy you make
insurance protection avallable. This program puts the initial

ccst on the operator of the nuclesr power plant., It's an 1

operating cost which is borne ultlimately by all of the rate

payers, whercver they may be, The other way of making 1t the |

i
coverage avallable viould be as some have suggested, to issue &
|
direct pelicice to the people whe feel that they are within the|

|

area of rick and have them pay for a premium. Then, maybe they|
would have come kind of legal action cover it. This puts an
immediate ccst on homecowrers and property owners, It really
doubles the ccst, 1in a way; perhaps not doubles 1t, but greatly !
nereases 1t becausge you are paying two premiums, one to the
utllity and one for ezch homeownar or property cwner that wants
to buy 1t. I don't think that you can escape the ccnclusion
that ultimately those whe purchase clectriclity from a nuclear |
Power plant must pay fcr the cost of the insurance and the
clalms that are produced,

« Is it general public information as to what that

premium mipht be and what the 1lcss might ce and is that

S S
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avalilable to this Committee?

A We have the premiums feor nuclear power plants that
we can make avallable to you, Generally for the liability
coveraze, 1t runs between 200 and $500,000 per year, which,
of course, is subject to the credit rating plan that we will
return up to two-third cf thal premium if there are no losses.

$ That sort cf leads into what &re the ccmponent parts

o)

of a premium established for whatever amount of insurance 1s

*

inally decided upon, 1Is it not so that losses, well, overhead
ccsts and eXpenses and so on, losses specifically simply or
bacically are whzt makes up the premium., Would that not be

true?

A Viell, the premium 1s set in the same fashion that
ilabllity premiuvme and property premiums are generally set,

The major porticn 1s allocated for losses and then a portion

-

15 allocated to administrative expenree, ccmmissions and so

forth.

%

I will repeat the question thut I asked earlier. 1Is
tils Inforastlon avallable to us as a Committee or is it

~ - L P g~ o 2 g ~
gencral public Informetion or 1is

t

[
—

cept secret?

i No, 1t's not kept cecret, We would be happy tc make
it availalle to ycu in any fashion you like.,

Q At present, whot is the per capita limit -- per
capita isn't exactly the right word., Vhat 1s the individual

premium limit to the best of your knowledge?

|




A The maximum that's charged, you mean?

G Either the maximum or the average. The maximum 18
what I am reaching for.

A Maybe Mr. Bardes has the maximum of what we charge

for the largest power reactoer,

Q What I am saying 18 the amount of premfum that was

made for the protective losce:z that you mizht suffer, divided

|
by the number of consumers that are involved in that particular
premium paylnz incident., Wha%t 13 the individual cost tc him?

Y
-

It was within your own cost and it becones a part of the premiu%.

” b |

A No, no calculations or computations of this nature
ars? made in establishir- the premium, because the premium is
chargzed to the operator of the nuclesr power plant, It's not
broken down it W way as to how mueh that would add, say, to
electricity. If those computations could
be made, 1t would be very, very small. Ve don't do that or

take that into account in establishin~ our premiums.

Q However, If you would supply us with what I had
requested, the things that pge into making up 2 loss and the
premium, we can do our own computing here, S0, I would like to
have that informztion.

A We will be ¢ U with the full detaills
on the premiums,
< Now, would you answer me this Just roughly and

bagically, what are the dlements of loss that you cover with the
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insurance pollicies you have?

A The plans that we have received from the Three Mile
Island accldent break down into three cztegeries, 1 think, The
first of the emergency assistance payments, which we have

dlscussed,

Q Emer~ency assistance what, 'sir? e
L Thoge are the claims for the cvacuation expenses and

wage loss, That's the first category. The second category
arz claims for perscnal injury. That 1s either in the form of
latzent Injury or latent cancer, for example, that might arise
from the exposure or emotional distress,

The third category of c¢laims is for property damage

and lcoss of use of property and loss of business profits,
expenses and so forth, that are nelther emergency assistance
ncr personal injury.

@ All right, sir, future loss, then, will be held
ccmevhat or would be baced scmewhat upon the future premiums,
I mean te say, wlll be baged scpewhot on your present loss,
whether 1t Ye large or small; would that be a falr statement?

Yeg, the leosres, as you know, have a large effect

Mow, 1f they were salvaging there -- you made

menticn abeut calvaging the core. It reminds me of the story

of the fellow that lives in New York and went on strike with

the garbapre ccllection and things began piling up in his

T ST
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« Seriously, what salvare 13 pnssible from what you 4insure and

i -—

neighborhood. His front yard was clear of garbage so somebody
ask2d him how he did 1t, He szaid, 1it's easy, VWrap 1t up with
fancy paper, tie 2 bow on it and somebody will stzal it, I
hate te have that ap»nly te the core,

Sariously, now, that little Joke was in order.

what 18 done about the salvare?
A I'm poing to ask Mr. Kelly if he can answer that
guestion for you,

MR, FELLY: PRepr

w

sentative, I can assure you that

the salvage problem in thics case 1is going to be somewhat

aifficult, The first thing we have tc do it get the core out

of the reactor containment building, VWe now have the question

4+ ]

of whether or not there are plants in the United States that
can and w!ll reprocess the core, salvaging the amount of unused
fuel in 1t. There are discrepancies btetween the technical
experts, but there are these who feel that the core is, perhaps,
over 50 percent =tlll usable on reprocessing., VWhen you are
dealing with a 370 million piece of eouipment, 50 percent is !
enough to be wlllings to work on. One of the problems we have
which I think hasn't been made clear, half of the capacity, I
think Mr, Schmaltz did bring this out, 1s from foreign re-
insured., The German pool which has a very substantial interest

in thls loss has already advised us that there i1s a rep 'ocessing

fac1lity in Germany that weuld be happy to work on the gore, if

|
J
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we cculd get it over to them. Now, we have a protlem of

convinclng the State Department that we should bz permitted

tc send the cere to Germany for reprocessing. In other wcrds,

JCu are getting intc Internaticnal problems here, which are
icult, The whole peint 1s that cur technical experts,

and they are tuppoged to bHe very gocd, contend that there is’
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R, LELLY: It would probably be reduced by the cost
35 reprocessling and e haven't estimeted that, Lecause we still
den't tncw what 1t wiald ba, Thelr estimate is that the value
f the unused fusl In that cere, If 1t can be pottan out 1s
at leest 520 millicn,
REPRESENTATIVE 3CHMITY: T

(ESENTATI 3C nank you, gentlemen. I

ippra¢late That, Heo furthsr questions, Mr, Chalrman.

BY MR, TAYLOR:
Q Just one thing I forgot tc ask when 1 was questioning
ycu before, Commissicner Zartle this morning said scmething

about business clalms, What's the status of business claims?

. I have seen a 118t of variocus clalms that were filed. I under-|

|
I
|
|
|
|
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stand you are thinking of emercency s!ituationg and then you

have the businese claims loss of business, business interruptions

and so f'orth, Are they belnc paild or are they 211 in limbo?

A They are all included 1in the class ection, What they|
are trying to do in the class acticn is to define the classes
and glve notice and so forth and while that's being done, we
ére restrained from making anv payment on that tvpe,

Q In other werds, the only pavnents you have made so
far nave been for perscnal --

A The emercency asslstance pregram,

CHAIRMAN WRICHT: Representative Itkin,

BY REPRESENTATIVE ITKIN:

N There 1: a couple of points tnat I falled to make or
questions Lo ask., [fhe [lrs. one lnvolves vender lliability.
Now, Uhere were several plieces of ejulpment that were not

functioning properly whica A2iped Lhe accldent to oceur. You

are respoasliule o protect tae damage to the operator. What

DOw Nappens wiva respect -- ¢an you make any Clalm azalinst a
veador, I you belleve that the cause cof that faulty equipment,
it contriouted e 10 In somre great measure or some gignificant
mrasure Lo the accident and thne subseqguenc damage that 1t
created?

A La the third party 11avllity side, that's the Price-
anderson pro raa, dumage Lo the pubdbllie, All of the vendors are

included as insured under the operator's poliey. %o, we would
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not be able to make any clalm against vendors. The whole idea
of the prorsram is that the operators provide insurance for
everyone who may be liable in additicn to himself, as well as
himself'. This provision r=ally is designed to protect the
publle by making eertain that 211 of the bases ares covered,

80 to speak. 1If the operator 1s not liable, but some supplier
Lz, the operator's poliey, the seccndary layer of financial

protzetion and covernment indemnits will all come intc place.

0 S0, in cther words, the vendor has a very, very |
l1imited liability and the only 11ability h may have 1s if the

eculpment was faulsy that helned to cisuce the accident, that

%

all he ig responsible for is the --

~

have a damared valve,
I will rive you a new valve for free

A Well, he mav very well have coroiderable rﬂ""oncibillﬁy
|

=

with respeet te eomponente that he has warranted for the dxmaqe’

to the utility, It mirht 7o ecnsidersbly heyond that,

Q So, 1t may ro beyend the valve?

It may ro keyond theat, but these are private

]

contractnal arrangements between the suppliers and the nuclear 4-

cperators of the nuelear power nlants, Their scope varles from
contrzet to contract,

~ "

find yon azre free of anv type cf attempt to regcover,

for erammle, If vou are aseessed the full limit of the 11abillty
which 1s £300 mil1ten? You will take no efforts t- try to

|
Tecover some of thet lcse by tryine to show blame or at least |
|

e e



infer blame on the part of a vendor who helped contribute to

this tvpe of an aceldent?

coverage., Would you liks to respond to that?

MR, MARRONE: I c¢culd help a 1little., Vendors to
utilities, sunpliers of parts or deelens normally eecure from
them contractual zsoreemsnts 4 tha offect that Lhe uyer for

the ut1lity will waive any rights they may have agalnst the

sunply with resncct to potential demacre Lo on-site propertiy.

BY REPRESENTATIVE 1TKIN:

W Could you tell me wihy that 1s true? why 1s that an
acce=prey facet in the Industry?

po L think 1 can respond to that., The answer, I think,
is very similar to what 1 gave with regpect to the third party
liability. There was a desire to focus responsibility and
focus coverage on the operator to minimize the complexitles
of crueg-actlon and the expences of multl-insurance and 80
forth, 8o that the operators of a nuclear power plant did

request us very early In the beglnning of cur property

A Well, I think that'e outside the scope of our property

insurance program tc waive any clailms of subrogaticn agalnst
Lhelr suppllers. we agreed to do that. 1 think that's the
heart of 1t., Mr. Kelly may want to add a little bit,

Ak, KELLY: Mr, Schmaltz covered 1t basleally, but

consldering the actual gltuaticn, ycu are manufacturing cotter

e U S U S =S ST PO ke .S st e

pins. You don't know where they are peoing. One of the thlnygﬂ

|

;

-
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that 1s alleged tc have participated, at least, 1in the 1inclide
at Thrae Mlle Islund 18 the fallure of 2 motor activatad valv
which stuck open, Suppcse on the invastigzaticn of the valve

13 discoversd that that fallure was due to the fallure of a

cottar pln, Now, 1 the guy who mide the cotter pin 1llable for

& loss which on our cctimate 1s well over $140 million and
miybe a scod -- he cin't possinly buy insurance for amounts
like that., When you are dealin> with his responsibillity for

tha danape tc the othar agquipment in the reactor, which c¢an b

s fOr axsmpls, can ba hzld recponsible for all of th
damapge to the eore =nd the fuel, He Just cannot buy insuranc

for 1t and 1f he f2elz that ne 18 goins to be pcssibly held

nt
)

187

e

a

lilable, he would refuse to permit his cotter pin, as far as he

¢arn, frcm evar beln, used in nuelzar reactors, So, we have
accented the fact that ths, ani as Mr, Marrsnes has pointed cu
under thz contractc batwazn the zunnllers and tha utility, mo

of the time the best we gat iz 2 contract under which they

warrant tha2ir cwn emiiprant for the valu:z of that equlpment,

In this ecase, we have hirad a Philadelnhia lawyer tc go over
all of the ¢ontracte that wers made by the major supplliers to

€2e¢ th2 dagree te which their souipment, which was under

’ -y W e - LN - - -~ A "
warranty beeauze of the short neriod of time that 1t had been

usad, cun bhe

,
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e not

trying to be nasty, hut 1f the supplisr can be h21d rather than |

ug, we are d21irhted 1f hiz soulvment was faulb~ 1ot him bear

t

st
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at least that much of 1t,

'

least it's scmething

€53y -w'( } (‘“Y"‘ mT ne

ata A o v ad

bullds up in the pres

caveiny a shukdewvn, Not enly 1s the valve inoperative and new
to be replaced, hut sc doer the pressurizer., Doec the l1llabllity
under the pregesnt contractusl arrangements require that the

{ manufacturer of that pressurizer be ultimately responsible for

| the dzmase caused tu the pressurizer?

) |
| MR, KELLY: Most of the time, no. But this will |
{ |

|
cenend on the werdings of the pariicular contract between Bratt |
nresser (phonatie) and the ruy who le making the particular i
|
|
|

manufact

:rnr’

properly manufactured

in this svstem,

the valve

which may not be very much but at

ITXINM:

responsibility? I have presm
T e -~ - ' 41 - N3 o »
valve. Let hypothzticzlly the valve fails to open, Pressure

surlzer and breaches the pressurization

E!.ﬁpPY"" ‘rr r V' IT!(IN.
when he delivered

valve,

Iz there certein levels of

-

ire industrles make the presswrize&

cortract, See, thcse drecser valves went intc a whole raft of
reactors, l
REPRESENTATIVE ITKIN: Then they were all bau,
MR, ¥ELILV: I am not preparad te say this. You may. !
i In any case, we will be akle, I think, to get out of paying '
for the valva, but whather we can o beyond that will depend on|
the eontract between Bresser and tha pecple --

|
that the E

~ e 1 "L | -
ot sugresting

the wvals it was nct a

{"3, - - ~s
I am saying what you have evidenced
tn plaece, cauted it to malfunction,
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That 1s a situation that's been observed, The concern I have
and my concern about utilities are in a vary speclal sltuation,
They hawe this opportuntity 1n most instances to pass on thelir
| costs %o the customers, which 18 hasically the peopnle, 8o,
they are not really -- don't really have to assume a loss to
the same extent that & manufacturer would have to assume.loss
for defective eaulnments, It Iust seems to me that therc should
be some means of mokinr the manufacturer more responsible for
this prod:rct than a eimple replacement. Than, you assesns =--
the thareholders In tho® narticular manufacturing company and

i thersafere rcu put precoure on the management company to improve

thelr product and make thelr preduct work better, It seems
that this trpe ef arron-oment frees the vendor from assuming
Wy larce rosnonsibilit: and therefore also freec them from
the precsure of ensurin- that the compensnis are designed to
the besgt that they ezn do 1t. In the nuclcar industry, as you
are well avare, the componants ars so expensive and because

.

ii

!
they requlire such preat desree of tolerance, that

c*

o

t is
methines that the manufzeturine and companies of the vendors
should have Ir my fudrrent, come responsibility for thelr
nrodoct,. T den't see that now in e nressnt assumption of
112b111ty 4n tha “ndustry. The other auaation T would like
to ask and that was i polnt raised by Mr, Bartle. You zaid

you had met with Met Fd,

e -
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REPRESENTATIVE ITKIN: You met with M2t Ed. 14 you
also meet with the insurance commissioner prior to Saturday?

MR, MARRONF: T met with M2t 74 Thursday afternoon
batween twe and six., That was Thursday. Prlday we prepared
our office, Saturday mornin~ late, I think Commissioner Lhartle
and Mr, Simpson walksd into our office,.

REPRUSENTATIVE ITKIN: %Walked intc your office that
you set up?

MR, MEROCNE: The emerrcency cffice,
REPRESENTATIVE ITXIN: In the Pann --
MR, XELLY: Penn National.

MR, MARRCNF: YWithUSF&C, On Friday, Saturday and
Sunday we were with USFEG, Sunday z2fterncon ths Commiselicner
halned us move to larcer auarters at Peonn Fational, which we
opanad up on Menday morntne,

REPRESENTATIVE ITKIN: DBut not rags track, for the
record, What was discuscead at the meetins with Met Ed4?

MR, MARRCONE: T had with me an encineer, one of
nuclear englneere, We asked them to deseribe what was taking
nlace bocause we wonted %o make an aseererment with respect to
whather or not we should put an emersency office in place. Ve
gpent saveral pours reviewine evente with them, Things vere
8till uncertain, I had several ccnversations with the claims

adviscrs, our claims advisors, telephone conversaticns and 1t

was decided that 1t looked as If thines were serious encugh so
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that we should be prepared in the event that an evacuatlion

would take place,

REPRESENTATIVE ITIIN: That was on Thursday afterncon

. A VTN A ”

AR, MARRONZ: Thursday afterncen. Thursday afternoon

I called USPEG and asked 1f we could move in on them, They

e, o K ol B o - o = o A L P opes

Relped ue rent g, Instell telophones, Charlle was on
s . ¥ 5 Wiyt 4 ™ e - . d t =) [0 P %N b 4

his way from Farmin ton, Connectlicut, with the checks, We
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1t peeple really pgct concarned as of the incident on
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¢ open the office.
BT O AMEMmTYI I T TM . 11 A - Lpe S .
REPRESENTATIVE ITKIN: How did you make that assess

ment? Did 2 nuclear enrcionecer advise you that this could be a
rezlly bed thing and we ught to stay?

|




MR, MARRCNE: We thought that it Liad that potential,

PEPRESENTATIVE ITKIN: Well, what raticnale did you

your only got the information from the

MR. MARECNF: Yes, I 'muld 2l¢c have to say thi

N

5 |
we knew -- we alwayse kn2w that with rasnecet to be'ng prepared, |

e would ho raady if ve were poing te err, 1t was going to
= }

be on th» side of cavtion, So, even 1if 't seems remote that our

o k T , - b O o - - sty T4 v - -t ~ - ¥ i
effice wae roinz to be needed, we falt ere gelng to copen 1t

.PRESENT\TIVE ITKIN: Did Met Ed tell rou that the

v sl - oo ode

! el o 3 - ‘- - = o ye 231 - £ - s ?
| chances ware remote that thisc was golng to be necessary?
{
| r MATRNRON - 3. T - + @ryy- X . . ¢

R, MARRON ~ Con't recall thelir zaving that to us.|
i .
| r A Yownonie b Y i. ) T -3 . b S 24 e e Ya sy B T - il » -
b 1 de Y chat we Lhourht 1t wad 33lble that the office might|
| |
| § = - . L (e e g — |

e uvend., folt 1 1t 1 nossible, we chould expend the

Wy renr B T eman i b o ey
enerzy |\ ¢ prepared on tlme,
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sor2thin~ that Met Fd eommunicated tc you that led  you to

believe that thinrs wers not as secure.,

ANID A = ! s - .. - - 4= 3 - -
MR, MAREBONE: Well, we knew that an nsce'dent was
takine place and that 1t had not been raeolved That was

Fvimyy e~
nowsh

RFPRESENTATIVE ITXIN: Did Mot Bd offar any

‘ 3 Ll 5 - iy ¢ | B4

Information te you that micht have led that an evacuatior

!

|
mirht be nacessary? ;
|

|

MR, MARPON=: Our en~inear, staff enpineer spent some|

i




time with their englneers deseriling what they were aware of
with respect to what had taken place., #Again, factoring the
faelinz that we wanted Yo he prepared, no matter taat the
event might be remote, we simply went on the infecraation that
we had, Thare was an accldsnt t2king place. It might be
serious, We wanted to he ready,

REEPRESGENT2TIVE ITHIN: Did Met Ed urge you to do
this? Why should yc  do 1t on your own volitlcn? You are
r28ponsible Lo nrotaect your cllent'e lnterests, your poliey-

holdnr's Interests, Here you are, I mean, my lnsurance agent

deeon't ceme to ry deoor and walt for some accidant to happen.
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LTRIN: T am Just wondering, did

Matronolitan Edison ercoursare you to stay’
s SAATITIANTT g N . } 2 R T
4l A ARRONT I 4cn't romerber that Ltiicy encouraged

us They affPeragd t- o- naro ks

[
0

12t us $o tha extent
that they eonld, Ya ucadq their tolenhonsgs and thelr offices
for a2 time that afterncon., Thay ravs scme advice wilith
respact te who the majer insurance pollcBsuwere in touwr They
h2lnad 13 tn the extent that ther could.

REPRESENTATIVE ITKIN: In your own words, describe to

me what your fealinss wave after talkin

bo Metropolitan Edison
with respect to the amil1ity of the plunt on Yednesday afternoon
MR, MARRONY: Tharsday,

REPRESENTATIVE ITKIN: Thursday, in view of what they

I
|




oA ey -

had told you.
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way, bul we
iccident was

evaguaticn

ve shculd take the steps

realized.
time and e¢nergy for
that we should
just such én emergency.
years with respect to
hit we should go through
i &n

appreciite your

Ecribe for you 1s the
ab's way I zm pressing
Mzt E4d teld you, not

L -~ t

17 ¢n badprering the
I think it coma2s Lo the

far as Met Ed and
any type of

11, all we Ynew about 1t

We knew there
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ryacuation be ordereé.
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an evacuation,
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on Wednesday 1s that 1t was an incident. There was no
conversation and then it went eway. Then, on Friday, poof,
radlation exposure, Tveryone started to panic., What I am
tryinz to learn, Mr., Chairmen, 1s whether the peonle and the
pithlic representatives oucht tc have been aware of any
uncertalnties that were rcoirg on at the plant,

M O MARRCHT . - Sdwis T Aar

v
\
-

respond by saying that
it was somethings thot we elected tc do, based cn our own
'wdegment, e ware awsre, as we wers doins 1t, that it might
be zbsolutely unnacessary; but, apein, we felt that 1f we were
peing to 2rr here, 1t had to be on tho side of caution. We
vere determined to he ready.

REPRESENTATIVF ITKIN: Ok
sie & SN e At & VA -, - ¥ . !

S Jkay, see, you were ready on
creparins that there may be an evacuaticn.

-

Yet, the renerzl public d14n't have ths =ame oppertunity. They
were not told, to the best of my knowledre, that an evacuation
mirht be recessary, even in remote circumstances, They were
not tcld anythine, Yat, vou were aware of 1t. That's all.

MR, MARRONE: We were not told that, =ither. We

vere nct teld that an evacuation micht b2 rnecessary or would

be nacessary, 'e thourht to be pra2pared, should it come about, |

REPRESENTATIVE ITKIN: Thank vou.

BY CHAIKMAN WHIGHT:
w0 1l assume when you use the term property damage, you

are essentlally referring to damuge toc TMI, Metropolitan Edison

i

|
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property in this particular instance. Is that correct?

A Yes, that 1s right.
, And 12 1§ correct for me to agsume that this unigue

A~ I think in a2 senge that's tru~, that 1t primarily is

% - 3 “ 3 o 9 1 -

reguls laral) lau, far as Yhe third porty liability

coverape 12 concern2d, that's the nrotection for the publie,

not the nroperty danace %o the power plant, 1&self

. The

Nuelaar Re ulatory Commission €3tahlishes within the context

of tao 7, Whe scope of the goverace that 1s requlred tc neet

in ¢ Padaral roclistor and androver them. It also establizhes

c

i weral wavy £haY the cost of eur insurances are reasonable

? e e - Tn Y o2 A p . | - 3
in the "erme of reagenabls, Althoush, it 4id not relinguish
o8 yrmes Y "*]" P'v\." LT L sl i b u Bl 4 TS

v & ! wElori s

. . dces not taka this authority

cemalately awayr from the atate, Tha ritas for ovr insurance

vie threp~h 1lieensed ratine bureaus, licensed by the state]

Thay arz £ilsd or filinece are re2quired and so forth, So, there|

wort of dusl rerulatory rasponaihility here, 1 think,
SHAIRMAN WRIGHT: Vo thank you -~ Mr, Bardes,
M, TWAROES: Mr, Chatirran, If I cculd ‘fust make one
cleation. Th westlion was asked befors whether we were
mahle af hon the gontact with the Covernor's office

or the covernment hedies were first Initlated, T stand corre

nrinarily by federal law and not

Iaanetal nrotection, 1% roviews our nnolicies, publishes them
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neetlng, as Mr. Marrone indicated, on

~

the 29th., At thnat time, there was

rance Denartment asking what was our
\ged §) Insurance Department

Y 3 1 15 to dlscucss with

I

; 3 tgt of 1t. I don't
mont thet we didn't have any
126, think 7 i eceage to call
t t, vhich I did not do. I was Just
n relay2d tc m2 from our home
rn WTrtad - 1 Eurd . T dc nt't
yhhey nnent nr of you
Lo 1
n! v f'or belt with us
16, Fer noxt e2veral months,
\ pticns ake to us regarding
Lo lvanie: pprecizste 1t,
P thank you vary n ‘(‘1‘_, "I‘ ¥ Ch ‘1‘ nan.
tion that wvag reonested and if we do
ici prenar ny materlal bzaring on
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Llth Commissioner.,

(The hearing terminated at 1:00 P.M,)
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! Joyce hae Schwarz, Reporter/nc



