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January 4,1962

Mr. Eber R. Price, Assistant Director-

Division of Licensing and Regulation
U.S. Atomic Energy Commission
Washington D.C. b,

. , .

Dear Eber: ,

NEllA Policy No. NF-113
Pacific Gas and Electric Company

i note that Mr. T.R. Salm of Pacific Gas & Electric Company sent you a copy of his letter dated
December 19,1962 addressed to Mr. George C. Morris of Johnson & Higgins. This letter was in
reply to my letter of Deceinber 5,1962 and was forwarded to me as on attachment to a Johnson
& Higgins letter dated December 27,1962, copy of which is enclosed.

After reading the statements made by Mr. Salm, it seems to me that we are in a very awkward'

position. I had thought that the only reason why the AEC ogreed to varying levels of financial
protection during the build-up in power level of a licensed reactor was attributable to the fact
that the licensed authority was to be limited to specified amounts,less than capacity, and that
higher levels would have to be specifically authorized by the AEC. Am I correct in assuming that
the foregoing is the procedure approved for Consumers Power Company? You may recall that
NELIA-MAEL') did object to the proposal of Consumers largely because the varying levels of
financial protection were to be geared to varying power levels specifically authorized by the AEC.
It appears that PG&E has secured your agreement to varying levels of financial protection geared
to attained power levels even though the authorization is for the maximum power level.

If the AEC and PG&E are in complete agreement, it would be appreciated if you would kindly
advise as to the language you intend to use to establish the amount of financial protection which j
will be required of PG&E.

Yours very truly,,
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2 is .111 scknowledge receipt of e ecpy of s lettertoyoudatedNovemberi.1R.kf62oh ;q?/
.ritt-n by Mr. T. R. Salm of reef fic Gee and Electicic Conpany (PN).'

For convenience, I should like to cet fottb herein what might be called a " circle",
-ehtch I believe is inharent within Mr. Sain'a proposal. Apparently. the AEC will amt
authorire opcration of the reactor at increased power levels until they recefve proof

.tho c the insured has complied with the financial protection requirements. On the 4

other hand, PC&E wants its increase in aggregate limit to be effective simultaneously
.,ith the AEC aesthorisation to operate at increased power leve ls.

I discupsed this metter with hr. Eber R. Prica, of the AEC who believes that our
orope::el . os set forth herein, say prove to be satisfactory. Basically. I suggest that
&c policy rammin as is witt.out any ennadcent conce;rning autocastic increases in the
ag; rmate 11: tic of liability. Ikwaver, when the insured files with the ABC for
azthorization ta operate higher power levels, ifELIA should be aimaltaneously notif;sd
Tbc AEC filing should be on a tentative basis ao that all probleeis may be resolved
except for complisxe with the financial protection requirements. In effect, once the
AEC say to FG&E that they will authetize the increased Fo**f level upon receipt of proof
of financial protection, we stand ready to proesptly tele;;raph the insured and the AEC
that the limit has, in fact, been so increased. Prormpti) th reafter an appropriate
endorsement will be iswd reflecting tho increase in the aggregate listic of liabiliry

Admittedly, this places an adJc t burden on the insured, but it is one which they have
ta heat on only a few ocessions' daring the start-up period of their reactor. I have
been assured by Mr. Price that all applications for broadened authority suet be sub-
mitted in writing and, while action by the AEC say be prompt, it is still a matter of
days rather than hours. Accordingly, oeca MEI.IA is alerted that the application is
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, a: t r.. c '.ov i.J s tsoc' reet'y to socio the telegiac et s :aoment 's notice. It secres to"a

re t h.- ? lere Is r,a chance f ar et for by PCM, 81stec AEC will not g;1ve their authoritaticu
nti l . i c ', ha v. protection. Ibroover , there vill be virtually nod L;.y . . . :: . < i .' :.t t,-i f o f t i n.,nc i a l.

'- ,r. .u r i a.- 1 abould like r0 poi.it out that it:i s 6 t.o i r. question of having vatylag.

1, c: . ' r..wc ! p ro t e c t ior. n r. a function of pewt 1.w.Is authorized by the AEC saa
.t . .* t :J by C a.w am s P0w r Cc c r.r y . Bowve r . Co:.auw e n tie s no t found it necessaty

, ..e .2 r cucst v hELIA to ine.e4 an endorsen.es. cu::h .id has been requested by the
Ay,srratty, Cocattacts is Pctisticd that tv y tasi secure swift ac tion f t omor t: 4

4rLIA. a nc. sitch ac t Ion in de .::.ed ncc.;d wary .
'

In v' .* t'c for ching. I hope th.s t Mr . Sal:a vill tithdrew his raquast. I asa teklog..

: '-- 1. oc r .J ser."nr a copy of thf r le t ter to Mr . Prict.

Yours vary truly,

... > -
~L s - .

,.

F. X. kylsu
Assietant G w rel Yanager

vXL:M"
CC: R. ..)- K. h ice, Assistant Director - Atomic Energy Coraissioo

Mr ! C. 1111scus, Su;t. - Ec icoc Insurance Cocyanies
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