& % UNITED STATES
| g 9 ( P NUCLEAR REGULATORY CC MMISSION
5 - £ WASHINGTON, D C. 20658
5 ".f
V"q \J ‘eh
...'.

August 24. 1988

MEMORANDUM FOR: William G, McDonald, Director
Office of Administration and
Resources Management

FROM: Frank P, Gillespie, Director
Program Management, Policy
Development and Analysis Staff
Office of Nuclear Reactor Regulation

SUBJECT: PETITIONS FOR RULEMAKING (PPR4-50-51, 50-51A, AND 50-518)
FILED BY AMERICAN NUCLEAR INSURERS AND MAERP REINSURANCE
ASSOCIATION, ET AL.

This responds to your memorandum to Thomas E. Murley dated August 17, 1988

which requested a determination by NRR as tc -nether the subject petitions for
rulemaking qualify for "fast-track" handling. Additionally, you asked for NRR
comments on the draft Federal Register notice enclosed with your memorandum if

we determined that the Subject pe on for rulemaking did not qualify for
“fast-track" handling,

We believe that the subject petitions for rulemaking would be considered
eligible for "fast-track" processing under section 11.7(¢)(1) of the NRC
Regulations Handbook (NUREG/BR-0053?. That is, the petitions for rulemaking
appear to propose “"action granting or recognizin? an exemption from
requirements in 10 CFR Chapter I or granting relief from restrictions while
not imposing additiona) burdens upon or increasing the risks to the health and
safety of any segment of industry or the public.”

However, the appropriate method for handling the subject petitions for
rulemaking is complicated by the fact that NRR has prepared and submitted to
the Commission for negative consent (SECY-88-230, August 10, 1988) a proposed
rule which would, if adopted, delay the effective date of the trusteeship

and stabilization and decontamination priority provisions of § 50.54(w) from
October 4, 1988 to April 4, 1990, If adopted, this rule would essentially
grant on an interim basis the relief requested by petitioners in their
petitions for rulemaking. We have expedited this rulemaking, in part, to
forestall a situation where, after October 4, 1988, no power reactor licensee
will be able to comply with the stabilization and decontamination priority and
trusteeship provisions of § 50.54(w), because insurance policies containing
such provisions will apparently not be available. In addition, the adoption
of the proposed rule in SECY-88-230 would allow the NRC time to consider the
broader issues raised in the petitions for rulemaking on their merits.,

We believe that the proposed rule contained in SECY-88-230 serves the purposes
of both treating the petitions for rulemaking under "fast-track" procedures
and also noticing receipt of the petitions in the Federa) Register. Therefore,
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¥illiam G, McDonald 2 August 24, 1988

we do not believe it is necessary to issue the separate "Notice of Receipt of
Petitions for Rulemaking" as enclosed in draft in your August 17 memorandum,
However, if you conclude that this separate Federal Register notice needs to
be :ssu;d. a marked-up copy of the notice with our marginal comments is
enclosed.

Original signed by F P Gillespie

Frank P, Gillespie, Director

Orogram Management, Policy
Development and Analysis Staff

Office of Nuclear Reactor Regulation

Enclosure: As stated
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NUCLEAR REGULATORY COMMISSION
10 CFR Part 50
Docket No. PRM-50-51, PRM-50-51A,
and PRM-50-518B
American Nuclear Insurers and MAERP Reinsurance Association,

et al., Filing of Petitions for Rulemaking
AGENCY:  Nuclear Regulatory Commission,
ACTION:  Notice of Receipt of Petitions for Rulemaking.

SUMMARY: The Commission is publishing fqr public comment this notice of
receipt of petitions for rulemaking that were filed with the Commission.

The first petition, dated June 3, 1988, was submitted by Steptoe and Johnson
on behalf of American Nuclear Insurer and MAERP Reinsurance Association and
has been assigned Docket No. PRM-50-51. The second petition, dated June 21,
1988, was submitted by Bishop, Cook, Purcell, and Reynolds on behalf of the
Edison Electric Institute and the Nuclear Utility Managemen: and Resource
Council and has been assigned Docket Nu. PRM-50-51A. The third petition
(undated) docketed by the NRC on July 7, 1988, was submitted by Baker and
McKenzie on behalf »f Nuclear Mutual Limited and Nuclear Electric Insurance
Limited and has been &ssigned Docket No. PRM-50-51B, The petitions, which
are similar, request that the Commission swspend-its-regulations in.

- LERPart—b0-concorning-apectet—tryst—provisions for nuclear—power—plant.
~Heensees—end amend, after notice and opportunity for comment, certain

insurance requirements in 10 CFR 50.54(\-)’ a4 w M




DATE: Submit comments by 1988, Comments received after this date
will be considered if it is practical to do so, but assurance of consideration

cannot be given except as to comments received on or before this date,

ADDRESSES: Submit comments to: Secretary, U,S. Nuclear Regulatory Commission,
Washington, DC 20555. Attention: Docketing and Service Branch, For a copy
of the petition, write: Rules Review and Editorial Section, Regulatory
Publications Branch, Division of Freedom of Information and Publications
Services, Office of Administration and Resources Management, U.S. Nuclear

Regulatory Commission, Washington, DC 20555,

FOR FURTHER (NFORMATION CONTACT: Juanita Beeson, Chief, Rules Review and
Editorial Section, Regulatory Publications Branch, Division of Freedom of
Information and Publicetions Services, Office of Administration and Resources

Management, Washington, DC 20255, Telephone (301) 492-8926,

SUPPLEMENTARY INFORMATION:

Background

On August 5, 1987 (52 FR 28963), the NRC issued a final rule entitled "Changes
in Property Insurance Requirements for NRC Licensed Nuclear Power Plants." The
rule required that each nuclear reactor licensee, as a condition of its
license, meet certain onsite property damaye insurance requirements for each

of its nuclear reactor station sites. Utilities iicensed by the NRC to

operate nuclear power plints are currently subject to §50.54(w) that requires

them to maintain $1.06 billion in property insurarce.

As insurers of nuclear power plants, the petitioners are concerned with those



provisions of the final rule which require that (1) any insurance claims be
paid fi»st for the stabilization of the reactor facility and secondly, for
decontamination of the facility and (2) any insurance proceeds be paid to a

trustee who would disburse the proceeds according to the priorities.

Basis for Request

1. Priority Provisioe

The petitiorers state that they wil! be unable to include the pricrity
provision in their insurance policies by the mandated date of October 4,
1988, and that implementing this provision is complex and will result in
substantial administrati.: expense. Furthermore, the petitioner, American
Nuclear Insurers and MAERP Reinsurance Association, 1s concerned that the
new priorities for the proceeds of the required insurance will increase
the demana for higher amounts of nuclear property insurance in order to

Cover Lhesiewm=et physical damace loss,

2. Special Truyst Pravision

The petitioners, all of whom request NRC to temporarily suspend and
eventually delete the provision in the final ru'e that requires insurance
procezeds for decontamination loss to be paid to a separate trust, argue
that ine special trust provision was not included in the proposed rule
fssued on November 8, 1984 (49 FR 44645), but was introduced in the fina)
rule issued on August 5, 1987. The petitioners state that NRC issued the

special trust provisfon without notice to interested parties, thus denying



them opportunity to comment, The petitioners believe the special trust
provision is a significant matter and that NRC should have allowed
discussion that would have afforded them . chers the opportunity tc
address this pr“vition, Therefore, the petitioners request the provisions
contained in §5. 4(w) of the final rule b. suspended uatil this petition
for rulemaking is completed.

g§§r1c0n Nuclear Insurers and MAERP Reinsurance Association (ANI/MAERP)
-30=31

Petitioners (ANI/MAERP) are an organized association of insurance companies
whose members have been engagaed in providing or-site property coverage for
nuclear facilities since 1957, ANI/MALRP state that the Commission's

commercial reactor licensees, as a group, purchase the largest share of this

form of coverage.

ANI/MAERP believe that the current provisions in the final rule will result in
uncertainty, delay, and substantial administrative expense in the process of
proving loss and prompt payment of valid claiuﬁs AN /MAERP claim that these
provisions will also hinder the ability of private sources to meet the need
for large amounts of nuclear property insurance. Therefore, ANI/MAERP request

that the Commission suspend those provisions of the current rule that require:

(1) inrurance proceeds for decontamination loss be paid to a separate
trust, and

(2) the priorities for stabilization loss ard decontamination loss
(incluaing the related trust provision) be incorporated in property

insurance policies not later than October 4, 1988,



ANI/MAERP also request that the Commission amend the current rule, after
notice and comment:

(1) to define more clearly the nature and extent of the obligations and
priorities set forth ‘n §50.54(w) (3) and (4),

(2) to clarify the rights and obligations of insurers with respect to
cecuring appropriate proofs of loss for the coverages affected by
the rule and making timely and proper payments in accordance with
insurance prectice and policy provisions,

(3) to celete the provision requiring payment of decontamination loss
proceeds to a separate trust, and

(4) to provide insurers a more definite method for paying promptly
reasonable amounts of loss encumbered by the priorities establishec

by the current rule when there is more than enough insurance in force.

Edison Electric Institute (EE)
esources Counc

)_and the Nuclear Utility Management and

EED is the associat<on of investor-owned electric companies whose members
operate 96 nuclear plants and have five additional units under construction.
NUMARC is an organization that represents al) electric utilities licensed by
the NRC to construct or operate nuclear power plants. NUMARC is responsible
for coordinating the combined efforts of its members in addressing generic
operational and technica] regulatory issues and te work with the NRC to obtain

solutions to regulatory issues affecting nuclear plant construction and
operation,



The petitioners, EEl and NUMARC, share concerns similar to those of the
petiticrers in PRM-50-51, They contend tha: the independent trustee
arrangement is neither effective nor even needed to address either the bond
trustee problem or the bankruptcy situation i¢nd could lead to unwarranted

delays in funding post-accident cleanup.

Therefore, the petitioners request that the NkiC:

(1) initially suspend the independent truitee provision or relieve
Ticensees from compliance with the incependent trust requirement
and ultimately delete it,

(2) amend the rule to require that licensees purchase insurance that
provides cu..rage against liability (which would be explicitly
established in the rule) for stabilization and decontamination
expense (the form along the lines of the Nuclear Electric Insurance
Limited (NEIL I1) hybrid policies would be acceptable), to avoid
needlessly invoking the duty of trustees for bondholders to assert
their interest in pioperty insurance proceeds,

(3) clarify the rule (or at least the statement of considerations) by
defining or at least giving examples of stabilization and by subjecting
stabilization expenditures to the automatic priority only when 2
reasonaule threshold, such as $100 million, is exceeded for a
reasonable period of time such as thirty days, subject to extension,
and

(4) provide a mechanism for releasing from the priorities irnsurance

proceeds as will not be needed for stabilization and decontamination.



Nuclear Myutual Limited (NML) and Nucler Electric Insurance Limited (NEIL)
PRE-EU-TIT™

As insurers of nuclear property risks, NML provides $500 million of primary
property irsurance to about 50 percent of the nation's nuclear reactor

stations si'es in the country. NEIL states that a licensee cannot meet the
$1.06 bi1lion minimum amount required by the current rule without purchasing

insurance from their company.

The petitioners, NML and NEIL, state that the current rule does not achieve
the Conmission's objective, i.e., to provide assurance in the event of an
accident that the licensee would have sufficient funds to stabilize and

decontaminate a nuclear reactor station site. NML and NEIL irdicate teat

Hdak
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the special trust provisions do not protect the indenture trustée and may ol eme {.2
further complicate an already difficult situation. Therefore, the petitioners

urge the issuance of the proposec amendments submitted by EEl and NUMARC.

Petitioners' Proprsal

The petitioners request that §50.54(w) be revised to read as follows:

§50.54 Corditions of licenses.

(w) Each electric utility licensee under this part for a production or
utilization facility of the type described in §50,21(b) or §50,22
shall, by June 29, 1982, take reasonable steps to obtain insurance,
available at reasonable costs and on reasonable terms from private
sources or to demonstrete to the satisfaction of the Commission that
it possesses an equivalent amount of protection covering the
Ticensee's obligation' in the event of a significant contamination
event at the licensee's reactor, to stabilize and decontaminate the
reactor station site at which the unit experiencing such event is
located as provided in this subsection.



(1)

(2)

(&)

The insurance required by this subsection must have a minimum
coverage 1imit with respect to each reactor station site of either
§1.06 billion or whatever amount of insurance is generally available
from private sources, whichever is less. The required insurance may
at the option of the licensee, be included within policies that also
provide coverage for other risks, including but not limited to, the
risk of direct physical damage. In such cases, all such policies
shall clearly state that any proceeds shall be :aycblo first for
stabilization and next for decontamination of the reactor station
site as and to the extent provided herein, and that any such
optional coverage or coverages are subject thereto. If & licensee's
coverage falls below the required min‘mum, the licensee shal) within
60 days take all reasonable steps to restore its coverage to the
required minimum,

Effective eeeen = =======  [2 date which allows sufficient time for
developmen® and approval of changes ir policies of insurance after

the effective date of a fina) rule adopted in accordance with this
petition] with respect to policies issued or annually renewed
thereafter, the proceeds of such required insurance sha:) be
dedicated, as and to the extent provided horein, to reimbursemeit

or payment on behalf of the insured of reasonable expenses incurred

by the licensee in takin? action to fulfill the licensee's obligation,
in the event of a significant contamination event at the licensee's
resctor, unless otherwise oraered or spproved by the ensure that the
reactor is in, or is returned to, and maintained in, & safe and stable
condition and that radioactive contamination is removed or contro)led
such that personnel exposures are consistent with the occupational
exposure 1imits in 10 CFR Part 20, Such actions shall be consistent
with any other obligation the licensee may have under this chapter

and shall be subject to paragraphs (4) and (5) hereof. As used in
this paragraph. a "significant contamination" event means an event
that involves the release of radioactive material from its ‘- tended
place of confinement withir the plant or on the reactor station site
such that there is a present danger of release offsite in amourts that
would pose a threat to public health and safety if for stabilization
and decontamination expense or expenses for other appropriate remedial
action in an amount equal to or greater than the threshold leve] set
forth in subparagraph (&) were not taken.

The licensee shall report to the MKC on Apri) ] of each year the
current levels of thic insurance or financial security 1t maintains
and the sources of this insurance or financia) security,

(1) The proceeds of the insurance required by paragraph (2) hereof,
if and to the extent applicable, shall be used first to ensure that
the licensed reactor is in a safc and stable condition and can be
maintained in that condition so as to prevent a significant risk
to the public health and safety. The licensee shall inform the
Director of the Office of Nuclear Reactor Regulation in writing when
that condition is attained. This prior’:y on insurance proceeds for



(A)
(8)
(C)
(D)

(11)

(A)

(B)

(C)

(0)

such stabilization of thr tor shall attach where expenditures for
stebilization and decon ¢fon with respect to a sionificart
contamination event ap. .. likely to exceed $100 million, and shall
remain in effect for 3U days or, upon order of the Director, for such
longer perioa, in increments not to exceed 30 days, as the Uirector
may tTind 1s necessary to protect the public health and safety. The
actions appropriate to brin? the reactor to condition and maintain

it in that cordition generally include those:

to shut down the reactor;
to establish long-term cooling;
to control radicactive releases; and

to secure structures, systems, or components to minimize exposure
to onsite personnel or the of fsite public to radiation or to
facilitate later decontamination or both,

Within thirty (30) days after the licensee informs the Director of
the Office o/ Nuclear Reactor Regulation that the reactor is and cen
be maintained in a safe and stable condition, or at such earlier time
as the licensee may elect or the Director may for good cause direct,
the licensee shall prepare and submit a cleanup plan for the
Director's approval. The plan shall identify all cleanup operations
that will be required to decontaminate the reactor sufficiently to
permit the licensee either to resume operation or to undertake
measures leading to decommissioning of the reactor fn a manner that
1s consistent with the Comnmission's occupational exposure limits in
10 CFR Part 20, and shall provide the estimated expenditures for each
operation, If applicable, such operations shall inciude:

Processing any contaminated water generated by the accident and by
decontamination operation: to remove radicactive materials;

Decontamination of surfaces inside the auxiliary and fue) handling
buildings and the reactor building to levels consistent with the
Commission's occupational exposure limits in 10 CFR Part 20, and
decontamination or disposal of equipment;

Decontamination or removal and disposal of internal parts and
demaged fuel from the reactor vesse): and

Clearup of the reactor coolant system,



(111)

(1v)

(8)

10

Following review of the l1icensee's plan, the Director will order
that the licensee complete all ogcrctions that the Director finds
are necessary to decontaminzte the ieactor sufficiently to permit
the licensee either to resume operation or to undertase measures
leading to decommissioning of the reactor, in a manner that is
consistent with the Commission's occupational exposure limits in

10 CFR Part 20. The Director shall approve or disapprove, for
stated reasons, the licensee's estimate of expenditures for such
operations. Such order may not be effective for more than one year,
at which time 1t may be renewed. Each subsequent renewal order, if
imposed, may be effective for not more than six months,

Of the balance of the proceeds of the required insurance not already
expended to place the reactor in a safe and stable condition
pursuant to paragraph (w) (4) (i) of this subsection, an amount
sufficient to cover the expenses of completion of those decontam-
ination operations that are the subject of the Director's order
shall be dedicated to such use. Proviged that, upon certification
to the Director of the amounts expended previously and from time

to time for stebilization and decontamination and upon further
certification to the Director as to the sufficiency of the dedicated
amount remaining, policies of insurance may provide for payment to
the licensee or other loss payees of amounts not so dedicate., and
the licensee may proceed to use in parallel (and not in preference
thereto) any insurance proceeds not so dedicated for other purposes.

The stabilization and decontamination requirements set forth in
paragraph (w) (4) of this section must apply unifremly to al)
insurance policies required under paragraph (w) (2) of this section.

D.t.d .t ROCKV111., "Do th‘s sreeseseee “’ of L ) ' lm.

For the Nuclear Regulatory Commission.

SamueT U TRTTE,
Secretary of the Commission,



