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ACTION

THE WHITE HOUSE
WASHINGTON

Last Day - October 12

October 10, 1974

MEMORANDUM FOR:

THE !fESIDENT

FROM:

KE~

SUBJECT:

Enrolled Bill H. R. 15323
Price-Anderson Act Amendments

Attached for your consideration is House bill, H. R. 15323 which
amends the Price-Anderson Act. The basic Act assures the
availability of funds for payment of claims in the event of a
catastrophic nuclear incident. The amendment extends the Act
for 5 years until August l, 1982, and modifies its provisions,
principally to affect gradual transfer of indemnification from
government to private sources and to increase licensee ' s
liability. Except for the final section, the bill generally
parallels legislation proposed by the AEC and is acceptable.
The final section of the bill creates a unique and serious
constitutional issue in that it provides that the legislation will
not become effective until the Congress (a) receives a report
from the Joint Committee on Atomic Energy following its review
of the result of a reactor safety study now being completed by the
AEC, and (b) then has a period of 30 days to pass a concurrent
resolution disapproving the extension. Thus, the President is
being asked to act on a bill before the Congress itself has completed action. Even if signed, the question of unconstitutionality
would undermine the Price-Anderson structure, creating
uncertainty that would jeopardize investments in utilities with
nuclear plants.
AEC recognizes the constitutional problem but believes a veto
would put future extension of the Act at risk and thus severely
impede utility decisions to invest in nuclear power plants.

- 2 AEC has checked with Senator Pastore, who negotiated the
Section 12 language with a group of strong Senate nuclear safety
critics, and he feels very strongly that (1) there is no chance of
getting a perfected bill during the current Congress, and (2) it
will be very difficult to get an acceptable bill in the next Congress
with a Joint Committee weakened by retirements and with
Congressional nuclear safety critics growing in strength.
RECOMMENDATION
AEC and FEA recommend approval of the bill.
Roy Ash, Justice, Rog Morton, Bill Timmons,
Phil Buchen and Ken Cole recommend disapproval of
the bill. Roy Ash provides additional background
information in his enrolled bill report (TAB A).
Bill Timmons recommends further that if you veto the
bill that you call Senator Pastore and explain your
reasons and try to enlist his help in getting an
acceptable bill.
DECISION - H. R. 15323
Sign (Tab B)_ _ _ _ _ _ _ __

AEC
FEA

Veto
(Sign veto message at
Tab C)

-------------------

Roy Ash
Justice
Rog Morton
Bill Timmons
Phil Buchen
Ken Cole
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THE WHITE HOUSE
WASHINGTON

MFM:>RANDUM FO\ THE P~I~

ncr 11 1o74

FROM:

~-

SUBJECT:

ENROLLED BILL H.R. 15323 -- PRICE-ANDERSON Acr AMENIMNI'S

The AOC submitted a draft bill in March 1974 to extend and revise the PriceAnderson Act, originally enacted in 1957. 'llie Act is designed to protect
the public and the el.lerging nuclear industry by assuring funds for pay:rre:nt
of elaine' in the unlikely event of a catastro];hi.c nuclear accident. Without
such a program, the threat of enonrous liability elaine would constitute a
major, if not fatal, obstacle to nuclear p:JWer plant growth.

How necessary is the bill to us?
'Ihe present Act expires in 1977. However, because of long leadtimes required
for design, site approval, and licensing of nuclear p:JWer plants (3-5 years),
extension of the Price-Anderson Act is urgently required. Without assurance
that plants can be insured beyond 1977, a hiatus in neN corrmitments to nuclear
plants is a real p::>ssibility, unless Price-Anderson coverage is extended
pranpt.ly. Senator Pastore and the AOC argue that we will have difficulty
getting the 94th Congress to pass a "clean bill" and therefore should accept
this one.
'llie main issues raised concerning Section 12
Section 12 would keep the bill fran becoming effective until the Joint
Comnittee on Atomic Energy submits a rep::>rt to Congress on an AOC Reactor
Safety Study for a 30 day review :p:riod. Justice argues that Section 12 is
unconstitutional since it :p:rmits "repeal", after Presidential approval of
the legislation, either by the Congress or by the Joint Comnittee.
Supp::>rters of Section 12 believe that the Reactor Safety Study examines the
rationale behind any extension of the Price-Anderson Act, and Congress should
not act without a thorough review of the study. 'Ihey recognize the p::>ssible
threat to nuclear p:JW"er growth, but believe "that adequately protecting the
public in the event of a nuclear accident is a pararrount concern and that
all available inforrna.tion should be studied before passing such legislation. "
Conclusion: A veto (on constitutional grounds) leading to a "clean bill"
within several rronths would be acceptable.

Attachrrent:

Enrolled Bill

~randun

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

OCT

£ 1S74

MEMORANDUM FOR THE PRESIDENT
Subject:

Enrolled Bill H.R. 15323 - Price-Anderson Act amendments
Sponsors - Rep. Price (D) Illinois and Rep. Hosmer (R)
California

Last Day for Action
October 12, 1974 - Saturday
Purpose
To amend the Price-Anderson Act to provide for:
(1) its
extension for five years until August 1, 1982; (2) a gradual
transfer of indemnification from Government to private sources;
(3) an increase in the limit of licensees' liability; and (4)
a limited extension of indemnity coverage outside the territorial
limits of the United States.
Agency Recommendations
Office of Management and Budget
Atomic Energy Commission
Federal Energy Administration
Department of Justice
Council on Environmental Quality
Department of State
Department of Housing and Urban
Development
Environmental Protection Agency

Disapproval (Veto message
attached)
Approval
Approval
Disapproval (Veto message
attached)
No objection
No objection to section
on offshore coverage
No objection
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Discussion
The Price-Anderson Act was enacted in 1957 and amended in 1965
and 1966. It was designed to protect the public and the emerging
nuclear industry by assuring the availability of funds for the ·
payment of claims in the unlikely event of a catastrophic nuclear
incident. Among other things, that Act would indemnify nuclear
licensees for their liability for damages in the event of a
nuclear incident up to a total of $560 million per incident.
Originally, this figure represented $500 million of Government
indemnification, plus the $60 million level of private insurance
availaole in 1957.
The amount of private insurance available per incident has
gradually risen, so that it now stands at $110 million. Accord. ingly, the portion of the $560 million which the Government
would now be required to indemnify has been commensurately
decreased to $450 million.
Other features of that Act included no-fault liability by the
licensee and provisions for the advance payment of claims
immediately upon occurrence of a nuclear incident. The Act is
scheduled to expire on August 1, 1977.
Because of the long lead times involved in planning new commitments to nuclear power plants and the need to anticipate contractual arrangements, the AEC submitted a draft bill to Congress in
March 1974. The enrolled bill is a modified version of. the AEC's
proposal and would amend the Price-Anderson Act as follows:
extends for an additional five years (from August 1,
1977 to August 1, 1982) the Commission's authority
to require financial protection of and to provide
indemnification for its licensees and contractors.
The AEC draft bill proposed a 10-year extension.
The conference report makes clear, however, that
Congress did not intend to imply that it would
limit the duration of the insurance program
established under the Act. That report asserts
its intention that mandatory no-fault insurance,
consolidation of claims in a single Federal
court, advance payments of claims, contractor
indemnity provisions and retrospective premium
payments should be considered permanent. The
extension to five years was intended to assure
Congressional review, not to end Federal regulation of nuclear liability insurance.

3

clarifies existing law to recognize that the total
liability of a licensee may be covered by private
insurance. The Commission is required by August 1,
1976, to determine the maximum amount of private
liability insurance available. Considered in this
determination would be any private insurance coverage
funded by "deferred premiums." A "deferred premium"
is one which nuclear facilities would be required
to pay if a nuclear incident occurred which resulted
in damages exceeding the amount of insurance in
effect financed by prepaid premiums ("base layer of
insurance").
AEC would be authorized to approve private insurance plans which included a "base layer of insurance"
funded by prepaid premiums and in addition a "secondary layer of insurance" funded, only if necessary
and after an incident occurs, by deferred premiums
paid on a pro rata basis by all nuclear facilities.
The bill would provide that such "deferred premiums"
not exceed $5 million chargeable to each facility.
The Commission could establish lower premiums for
individual facilities depending on size, location
and other hazard factors and as the total number
of reactors licensed increases. This latter provision would reflect the fact that as the number
of participants paying deferred premiums increases,
the pro rata share of each facility can be decreased.
The bill would also authorize the Commission to allow
facilities to fulfill some or all of the indemnity
coverage they are required to provide by means other
than insurance and still be eligible for "deferred
premium" coverage.
·
requires the Commission to-develop a plan to assure
payment of deferred premiums. The Commission would
be authorized to specify the terms on which the
Government would guarantee their availability despite
any defaults. Measures to assure reimbursement,
such as liens on property and revenues of a defaulting licensee and automatic revocation of any license,
would be permitted.
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revises the $560 million limitation of liability of
licensees to permit the Commission to increase the
limitation if private insurance is available in
excess of $560 million.
requires that after a nuclear incident that would
probably result in private payment of public liability
claims in excess of $560 million, the Commission make
a survey of the causes and extent of damage, report
its findings to the Joint Committee on Atomic Energy,
and make the findings available to the public. This
section revises the Price-Anderson Act -- which
required such a survey and report when any Government
payments were probable -- to take into account the
possibility that private indemnification could at
some future time completely displace Government
indemnification payments.
broadens the definitions of "nuclear incident" and
"persons indemnified" for the purpose of extending
the indemnity provisions of the bill to offshore
nuclear power plants and to shipments between
licensees in the United States which are routed
beyond territorial waters. In its views letter on
the enrolled bill, AEC states that:
These amendments will not, however, extend the
Price-Anderson provisions to the import or export
of nuclear material or activities conducted within
the territorial limits of another nation or to any
occurrence resulting from the use of a nuclear
power reactor to propel a u.s. merchant ship."
11

modifies existing law by specifically requiring
that in the event of an extraordinary nuclear
occurrence, the Federal court having jurisdiction
over public liability suits would specifically
establish, in its plan for·disbursement of funds
to injured claimants, a system of priorities
between claimants and classes of claims to assure
the most equitable allocation of available funds.
requires the Commission to submit to the Congress
by August 1, 1979, a report and recommendation
concerning the need for continuation or modification of the Price-Anderson system based on relevant
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conditions at the time, including the conditions of
the nuclear industry, availability of private insurance, and the state of knowledge of nuclear safety
among other factors.
provides that the bill would become effective 30
days after the Joint Committee on Atomic Energy
submits its evaluation to Congress of a study entitled "An Assessment of Accident Risks in u.s.
Commercial Nuclear Power Plants" (the "Rasmussen
Report") unless within that 30 days the Congress
.adopts a concurrent resolution disapproving in
effect this bill.
Although the Rasmussen report will probably not be
submitted to the Joint Committee until February or
March 1975, the general findings of his study are
already known and are favorable to this legislation.
On May 16, 1974, in a statement before the Joint
Committee on Atomic Energy, Dr. Rasmussen concluded:
" ..• I believe that the proposal before you represents a reasonable way to phase out the Government
responsibility for nuclear insurance and shift the
responsibility to the insurance companies and the
nuclear industry. I believe that the current $560
million limit is a reasonable value at this time and
will cover all combinations of circumstances which
can reasonably be considered credible."
Thus, allowing time for evaluation of the report by
the Joint Committee and the lapse of 30 days after
submission of its evaluation to the Congress, the
effective date of this bill is not likely to occur
until mid-1975. We understand that Section 12 was
deemed necessary by the bill's supporters to secure
congressional approval. Environmentalists and other
groups had argued that no legislation should be enacted until the Rasmussen report had been evaluated
by interested independent parties. Twenty Senators
supported this position.

6

Section 12 was a House floor amendment which was amended
by the Joint Committee before Senate action took place.
The Joint Committee's report to the Senate commented adversely on the Section as follows:
"The Joint Committee does not believe that this
amendment was necessary. The Rasmussen Study, under
the direction of Dr. Norman c. Rasmussen of the
Massachusetts Institute of Technology, does not
deal with insurance or indemnity for nuclear incidents. It is a safety study of the probabilities
and consequences of accidents involving nuclear
·power reactors. As such, its only relation to the
Price-Anderson Act is as a possible guide as to the
extent and scope of risk to the public in determining the amount of protection required. It will
provide no information at all concerning the mechanism for providing the protection.
"Professor Rasmussen has appeared before the
Joint Committee on two occasions. He assured the
Joint Committee in public testimony, which is included in appendix II to this report, that the total
of public and private indemnity provided for by the
bill is adequate to cover any credible accident which
might occur. He reaffirmed this point in a reappearance before the committee for the markup session on
H.R. 15323 on June 13. He has testified that the
report will show that the likely consequences of a
nuclear accident involving a core meltdown will not
be a major catastrophe, as is commonly assumed, but
will be no worse than a major airplane crash, and
will generally be less than that. The Rasmussen
Study will show, in effect, that the Price-Anderson
Act provides an even more conservative degree of protection than was thought when it was enacted.
"The rationale given for Section 12 is that the
results of the Rasmussen Study are not yet available,
and that they are intimately related to this bill's
provisions. Neither of the assumptions is true. The
conclusions insofar as they relate to the PriceAnderson Act are already public. The technical detail
supporting the report's conclusions is beyond the ken
of the layman and is massive in its volume. This
detail is not essential to and cannot be expected to

'r : ,·'
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contribute to a congressional decision. An informed
critique of the report by the scientific peers of
the investigators will take many months and cannot
reasonably be expected to alter the conclusions so
drastically as to affect this legislation.
"The most curious aspect of Section 12 is its
potential deferral of the transfer of responsibility
to the nuclear industry which is the key feature of
this legislation. This is a transfer which has been
almost universally urged for years. An unexpected
delay in the Rasmussen report could have the result,
under Section 12, of postponing the phase-out of
· the Government's liability.
"Despite the dubious basis underlying Section 12,
the Joint Committee has perfected the amendment
rather than deleting it, in order to assuage the
doubts of those members of Congress who are not satisfied with the Joint Committee•s review and
Dr. Rasmussen's testimony. The provision of Section
12 is very unlikely to delay the actual implementation of this bill. The draft report is expected to
be released for public comment in mid-August, and
the final report, taking these comments into account,
is expected about January, 1975. The Commission's
rulemaking proceeding to implement this bill would
be unlikely to be completed before mid-1975 at the
very earliest. The Joint Committee considers that
the language of Section 12 would prohibit the Commission from implementing a rule concerning the
deferred premium provisions of the bill prior to a
Joint Committee report to Congress on the Rasmussen
Study, but would not prohibit initiation of a Commission rulemaking proceeding before that time."

*

*

*

*

*

*

With the exception of section 12, the bill
AEC although the Congress made a number of
its original proposal. Absent section 12,
question that all agencies would recommend
no objection.

is acceptable to
modifications in
there would be no
approval or have

Justice believes that section 12 presents a constitutional
issue of such uniqueness and severity and is so unsound as
a matter of policy that it recommends veto of the bill. Its
reasons are set forth in its attached views letter.
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Basically, its position is that the President is being asked
to act on a bill before Congress itself has completed action,
and it views this as fundamentally inconsistent with constitutional legislative requirements. While Presidents have
frequently approved encroachment provisions in vitally needed
legislation, Justice believes that " ••• both the novelty and
severity of the encroachment, and the effects of its unconstitutionality argue against a similarly tolerant attitude
in this case. We think it particularly important to scotch
this new type of encroachment on Executive prerogative when
it has first appeared, because its potential use is enormous."
.Justice also makes the significant point that "the unconstitutionality of Section 12 may destroy the entire PriceAnderson Act structure and impair the validity of the financial guarantees it provides."
AEC in its views letter on the enrolled bill recognizes that
the provisions of section 12 may raise a constitutional question. It believes, however, that the bill should be signed
because the chance of obtaining reenactment if the bill were
vetoed is so risky that it is not willing to take that chance
of losing the Price-Anderson Act and impairing or terminating
nuclear power growth. It believes that the forces opposing
an extension of the Act are sufficiently strong that it was
only by the inclusion of section 12 that it was possible to
get the bill enacted. However, AEC staff will tomorrow explore
with Senator Pastore the question of whether in his view it
would be possible to get Congress to reenact the bill in a
form which would be acceptable to the Administration.
In summary, there is general agreement among Justice, AEC and
OMB that section 12 is bad law and raises a constitutional
question. The key issue, therefore, is whether the bill
should be signed because of the risk of losing an extension
of the Price-Anderson Act and because of the importance of
that Act to the future of the nuclear power industry, despite
the possibility the Act may be found unconstitutional at a
future time and despite the highly undesirable precedent that
section 12 would establish.
We sympathize with AEC 1 s concern about getting the bill reenacted in acceptable form, but concur with Justice that the
bill should be vetoed for the following reasons:
{1) the question of unconstitutionality of section 12,
which cannot be cured by approval of the bill.
{2) the possibility that section 12 may eventually,
because of its unconstitutional nature, undermine the whole
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Price-Anderson structure. It is difficult to believe that
this question will be overlooked by the industry and that
it will not influence investment decisions. Moreover, it
throws in jeopardy the insurance coverage of third parties
who may be injured by a nuclear incident.
(3)
would set
device in
detriment

the highly undesirable precedent section 12
and the likelihood that Congress would adopt this
a variety of situations to the ultimate great
of sound government.

. (4) the importance of the Price-Anderson Act to the
nuclear power industry should produce intense pressure from
that industry on the Congress to reenact the bill in
acceptable form.
We have prepared an edited version of Justice's proposed
draft of a veto message. In particular, we think that message should urge prompt reenactment of the bill since time
is of the essence. Early enactment will provide the needed
assurance to utilities to proceed expeditiously with their
plans for developing new nuclear power plants.
If you should conclude that approval is warranted under all
the circumstances, we would recommend against the issuance
of a signing statement. However, you should instruct AEC
and Justice to intensively explore the problem section 12
raises to determine what would be the most appropriate course
of action to remove the constitutional infirmity in the Act.

Roy L. Ash
Director
Enclosures

TO THE HOUSE OF REPRESENTATIVES:
I am returning without my approval H.R. 15323,
"To amend the Atomic Energy Act, as amended, to revise
the method of providing public remuneration in the event
,of a nuclear incident, and for other purposes. "
The first eleven sections of the bill basically
carry out recommendations of the Atomic Energy
Commission, and I would be glad to approve them if
they stood alone.
Section 12, however, would provide that uthe provisions of this Act shall become effective thirty (30) days
after the date on which the Joint Committee on Atomic
Energy submits to the Congress an evaluation of the
Reactor Study, entitled 'An Assessment of Accident Risks
in the U. S. Commercial Nuclear Power Plants,• AEC Report
Number WASH-1400, except that it shall not become effective
if within the thirty (30) day period after the Joint
Committee submits its evaluation, the Congress adopts a
concurrent resolution disapproving the extension of the
Price-Anderson Act.

11

The import of this section is that

after I have approved the bill, the Joint Committee and
the Congress would further consider whether it should
ever become effective.
I cannot approve legislation under these circumstances
if, indeed, the bill can properly be called legislation
rather than merely the expression of an intent to legislate.
The presentation of a bill to me pursuant to Article I,
section 7 of the Constitution amounts to a representation
by Congress that, as far as it is concerned, the legislation
is ready to become effective, subject perhaps to some

2

extrinsic condition precedent, but not to further congressional deliberation.

Here, however, Congress in

effect requests my approval before it has given its own.
In this instance, the clear constitutional infirmity
of the bill not only affects my powers and duties but
directly endangers substantial and important private
rights.

If the bill is unconstitutional, it will remain

unconstitutional despite my signing it.

As a result, a

sure source of funds for prompt payment of public
liability claims, a primary objective of the Price-Anderson
Act, would ·be in doubt.

The uncertainty over nuclear

liability protection would also adversely affect that
private investment which will be necessary as nuclear
. power assumes its vital role in meeting the nation's
energy requirements.

The public interest would not be

served by approving legislation which creates these
uncertainties.
I urge the Congress to reenact the bill promptly
so as to remove the problems.which Section 12 now
raises.

THE WHITE HOUSE,
October 12, 1974

1\ G( s J.J

THE WHITE :.' ifb,\JSE
MEMORANDUM

Date:
FOR

LOG NO.: 643

WASHINGTON '.'

Time:

Octobeyo, 1974

ACTION=v/G.ic~ael

Duval
Phil Buchen
Bi 11 Timmons
Paul Theis

9:30 a.m.

cc (for information): Warren K. Hendriks
Jerry Jones
Glenn Schleede

NSC/S

FROM THE STAIT SECRETARY
1974
Bill

Time: 4:00 p.m.

H.R. 15323 - Price-Anderson amendments

ACTION REQUESTED:
- - For Necessary Action

__xx__ For Your Recommendations

- - Prepare Agenda and Brief

_ _ Draft Reply

- - For Your Comments

_ _ Draft Remarks

REMARKS:

Please return to Kathy Tindle Thank you.

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
If you have any questions or if you anticipate a
delay in submitting the required material, please
telephone the Staff Secretary immediately.

Warren K. Hendrik~
For the President
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ACTION REQUESTED:
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
I£ you have any questions or if you anticipate a
delay in submitting the required material, please
telephone i:he Staff Secretary immediately.

K. R. COLE, JR.
For the President
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THE WHITE HOUSE
WASHINGTON
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TO: ._

_;Wxx..c:A•RQ.~;JRi.IE::..NL:IL..H~EN~J..OuR•II.IK~S,;;J_._ __

Robert D. Linder

UNITED STATES

ATOMIC ENERGY COMMISSION
WASHINGTON, D.C. 20545

OCT 4

1974

Mr • Wilfred H . Rommel

Assistant Director for
Legislative Reference
ATTN: Mrs. Louise Garziglia
Legislative Reference Division
Office of Management and Budget
Dear Mr . Rommel:
The Atomic Energy Commission is pleased to respond to your request for
its views and recommendations on Enrolled Bill H.R. 15323, a bill "[t]o
amend the Atomic Energy Act of 1954, as amended, to revise the method of
providing for public remuneration in the event of a nuclear incident, and
for other purposes . 11
The Atomic Energy Commission recommends that the President sign the
Enrolled Bill.
The Commission believes that enactment of the bill will continue to assure the
availability of a sure source of funds for the payment of public liability claims
arising in the unlikely event of a catastrophic nuclear incident while phasing
out Government indemnity for most licensed commercial facilities as increased
private funds become available.
The principal effect of section 1 would be to amend the definitions of "nuclear
incident" and "person indemnified" to permit the Commission to extend the
provisions of the Price-Anderson Act to certain activities outside of the
territorial limits of the United States involving licensed nuclear facilities .
These amendments will assure Price-Anderson coverage of ocean shipments of
new or spent fuel between Commission licensed facilities while outside United
States• waters and coverage of floating nuclear power plants licensed by the
Commission but situated beyond the territorial limits of the United States.
These amendments will not, however, extend the Price-Anderson provisions
to the import or export of nuclear material or activities conducted within the
territorial limits of another nation or to any occurrence resulting from the
use of a nuclear power reactor to propel aU .S. merchant ship.
Section 2 retains the present statutory requirement that certain Commission
licensees must supply financial protection to cover liability claims resulting
from a nuclear incident, but no longer requires that Government indemnity
be provided for such licensees, thereby allowing the phase-out of Government indemnity as private funds become available to replace it.

Mr . Wilfred H. Rommel
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Section 3 revises the method by which required financial protection must be
provided in order to effectuate the phase-out of Government indemnity.
Financial protection will consist of a primary 11 layer 11 which may be supplied
through private liability insurance or any other method acceptable to the
Commission and a secondary 11 layer 11 which must be supplied through private
liability insurance available under an industry retrospective rating plan
providing for premium charges to be deferred until public liability from
a nuclear incident appears likely to exceed the amount of primary financial
protection required. By August l, 1976, the Commission must establish
the aJ:\lOUnt of the deferred premium to be charged at not less than $2 million
nor more than $5 million per facility.
Licensees of large power reactors must still maintain financial protection equal
to the maximum amount available from private sources while the Commission
may require lesser amounts of financial protection of other licensees . The
Commission is authorized, with respect to the secondary layer of financial protection to set deferred premiums for individual facilities at amounts less than
the maximum depending on such factors as the facility 1s size and location.
The Commission is also authorized to establish an amount which the aggregate
deferred premiums for each facility for a single year may not exceed.
Requirements to assure the availability of funds to pay public liability claims
up to the limitation on liability in the event of a nuclear incident must be
established by the Commission. To meet this requirement, the Commission
is authorized to reinsure or indemnify licensees and the nuclear liability
insurance companies or otherwise guarantee the availability of funds to
meet any assessment of deferred premiums. The Commission will have the
right to a lien on the assets of a licensee to assure reimbursement of Government monies expended on his behalf to pay such deferred premiums.
Sections 4, 5, and 9 of the bill extend for an additional five years (from
August 1, 1977 until August 1, 1982) the Commission 1s authority to require
financial protection of and indemnify its licensees and its contractors .
Section 6 revises the limitation on liability provisions of the Price-Anderson,...-. -- ..
Act so that the limit is no longer fixed at $560 million. For any licensee / '!-. ~' 0 R
required to maintain more than $560 million in financial protection, the (.':
limitation on liability for that licensee is equal to the amount of financial \,""'
protection which he is required to maintain.
Section 7 of the bill authorizes the Commission to reduce the indemnity fee
charged to licensees for Government indemnification as the amount of financial
protection required by the Commission increases. Section 8 requires that

Mr. Wilfred H . Rommel
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after a nuclear incident that will probably result in public liability claims in
excess of $560 million, the Commission must make a survey of the causes and
extent of damage, report its findings to the Joint Committee on Atomic Energy,
and make the findings available to the public. These sections of the bill
modify the existing law to take into account increases in the amount of
financial protection required of licensees and the phase-out of Government
indemnity.
$ection 10 modifies the existing law by specifically requiring that in the event
of an' extraordinary nuclear occurrence, the Federal court having jurisdiction
over public liability suits specifically establish in its plan for disbursement of
funds to injured claimants a system of priorities between claimants and classes
of claims to assure the most equitable allocation of available funds.
Section ll of the bill requires the Commission to evaluate operation of the
Price-Anderson system as it will be modified by the bill and submit a report
to the Congress, including Commission recommendations for modification or
termination of the system, by August 1, 1979.
Section 12 provides that the provisions of the bill shall become effective 30
days after the Joint Committee on Atomic Energy submits its evaluation to
Congress of the reactor study entitled "An Assessment of Accident Risks in
U.S. Commercial Nuclear Power Plants" (AEC Rep. No. WASH-1400), the socalled "Rasmussen Report", unless within 30 days after the Joint Committee's
report the Congress adopts a concurrent resolution disapproving the extension
of the Price-Anderson Act.
The Commission recommends signature of the Enrolled Bill by the President
in view of the need for continuation of the protection offered by the PriceAnderson system, the significant improvements in that system contained in
this legislation and the phase-out of Government indemnity which would be
effected thereby. While it is recognized that the provisions of section 12
might raise a Constitutional question, the possibility is a contingent one at
best and is far outweighed by the need for, and improvements in, the PriceAnderson system which will be met by this legislation.
Sincerely,

Chairman

ASSISTANT ATTORNEY GENERAL
LEGISLATIVE AFFAIRS

ltpartmtnt nf lfusttrt
1ll!las~tngtttu.

D. Qt. 20 530

OCT

Honorable Roy L. Asb
Director, Office of Management
and Budget
Washington, D. C. 20503

q
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Dear Mr. Ash:
In compliance with your request, I have examined a facsimile of
the enrolled bill H.R. 15323, "To amend the Atomic Energy Act ofl954,
as amended, to revise the method of providing for public remuneration in
the event of a nuclear incident, and for other purposes."
The enrolled bill primarily would amend section 170 of the Atomic
Energy Act, commonly referred to as the Price-Anderson Act. The PriceAnderson legislation was originally enacted to assure the availability of
funds to satisfy liability claims in the event of a nuclear accident and
to eliminate the deterrent to the use of atomic energy for power production posed by the prospect of such large liability. Broadly, these
purposes have been achieved in the following manner. First, persons
licensed to operate nuclear power reactors or other production and
utilization facilities are required to have and maintain financial protection in the form of insurance or otherwise to cover liability claims
resulting from a nuclear incident involving the facility. Generally the
amount of financial protection required is equal to the amount of
liability insurance available from private sources. Financial protection
may include private insurance, private indemnities, self-insurance, other
proof of financial-responsibility, or a combination of such measures.
Second, the Atomic Energy Commission is required to indemnify licensees
against liability claims in excess of the financial protection required,
up to $500,000,000. Finally, the public liability of indemnified licensees
is limited to the sum of the amount of financial protection required and
the amount of indemnity, not to exceed $560,000,000.
The Price-Anderson Act originally authorized the Commission to
imdemnify licensees for whom licenses were issued prior to August 1, 1967.
This authority was subsequently extended by Public Law 89-210 to licenses
issued prior to August 1, 1977. The enrolled bill would extend the basic
Price-Anderson system for another ten-year period with three major
changes: (1) a phasing out of governmental indemnity, (2) an increase in
the amount to which liability is limited, and (3) an extension of indemnity
coverage to certain nuclear incidents occurring outside the territorial
limits of the United States.

,.-·
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You have specifically asked us to direct our attention to section 12
of the bill, which provides as follows:
The provisions of this Act shall become effective thirty (30)
days after the date on which the Joint Committee on Atomic Energy
submits to the Congress an:evaluation of the Reactor Study,
·
entitled "An Assessment of Accident Risks in the U.S. Commercial
Nuclear Power Plants," AEC Report Number WASH-1400, except that
it shall not become effective if within the thirty (30) day
period after the Joint Committee submits its evaluation, the
Congress adopts a concurrent resolution disapproving the extension
of the Price-Anderson Act.
The effect of this section is to enable a Committee of Congress and the
two Houses of Congress to prevent the bill from ever becoming effective
after it has been approved by the President: the former by not submitting
an evaluation report, and the latter by passing a concurrent resolution
disapproving extension of the Price-Anderson Act. For the reasons
explained below, it is the view of this Department that section 12 is
unconstitutional, and unsound as a matter of policy.
This provision violates the well-established principle that
Committees of Congress cannot perform a legislative function (37 Op A.G.
56, 58 (1933)) and that concurrent resolutions of Congress not presented
to the President cannot have any legal effect outside the confines of the
Capitol. U.S. Constitution Art. 1, Sec. 7, clauses 2 and 3; S. Rept. 1335,
54th Cong. 1st Sess., p. 6. Beyond this, however, the bill has an aspect
which to our knowledge is unprecedented. Past provisions for vetoes by
concurrent resolution or by Committees have had the intended effect of
controlling Executive action or of terminating existing legislation.
Section 12 would prevent legislation presented to the President from ever
becoming effective. In this the clause is unique, and raises a serious
challenge to the integrity of the legislative process.
The presentation of legislation to the President pursuant to Article I,
Section 7 constitutes a representation to the President by the Congress that
the legislation is ready to become law -- its effectiveness subject, on
occasion, to external conditions precedent, but not to further deliberation
by the Congress. Here, however, Congre~s takes the position that the
President should approve the bill, but that Congress will await its
examination of a Reactor study before it determines whether the legislation
should take effect. Contrary to the Constitutional scheme, it seeks to
force the President to make his final decision on the matter before the
Congress -- and, in the circumstances of this case, to expend his veto
option without having before him certain material so relevant that the
Congress is unwilling to act without it. We cannot see how the President
can. be •· expected· to approve the· bill in this posture.
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We realize, of course, that Presidents have frequently approved
encroachment clauses in vitally needed legislation, especially in
appropriation and authorization acts. For a recent example see
President Nixon's statement of August 5, 1974, relating to the Department of Defense Appropriation Authorization Act of 1975, 10 Weekly
Compilation of Presidential Documents 1007 (1974). In our view, however,
both the novelty and severity .of the encroachment, and the effects of its
unconstitutionality argue against a similarly tolerant attitude in this
case. We think it particularly important to scotch thi~ new type of
encroachment on Executive perogative when it has first appeared, because
its potential for future use is enormous. It is an attractive device for
shifting initial responsibility for legislation to the President, and for
giving Congress the political credit for legislation which it has not
·defipitively passed. The doubtful constitutionality of encroachment
clauses that have been allowed to pass in other statutes rarely affects
private rights of citizens. Here, however, the unconstitutionality of
section 12 may destroy the entire Price-Anderson Act structure and impair
the validity of the financial guarantees it provides.
The Department of Justice recommends against Executive approval of
the bill.

Assistant Attorney General
Office of Legislative Affairs
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THE GENERAL COUNSEL OF HOUSING AND URBAN DEVELOPMENT
WASHINGTON, D. C. 20410

OCT

8 1974

Mr. Wilfred Ho Rommel
Assistant Director
· Legislative Reference
Office of Management and Budget
washington, DG Co 20503
Attention:

Mrs. Garziglia

Dear Mro Rommel:
Subject:

H. R. 15323, 93d Congress, Enrolled Enactment

This is in response to your request for our views on the
enrolled enactment of H. R. 15323, an Act "To amend the
Atomic Energy Act of 1954, as amended, to revise the method
of providing for public remuneration in the event of a
nuclear incident, and for other purposes. "c
The enrolled enactment would extend until August 1, 1982
provisions of the Atomic Energy Act regarding availability
of funds for payment of claims arising from a nuclear
incident. This enactment would also provide for the phasing
out of Government indemnity under that Act proportionate to
the increase in the amount of a secondary source of insurance
under a retrospective rating plap. providing for deferred
premiums to cover damages in excess of the primary source of
insurance.
The AEC would be directed to establish measures to assure
that deferred payments will be paid when called for, and for
these purposes would be authorized to provide reinsurance
or otherwise guarantee such paymentso The enactment would

2

also allow for an increase, under limited conditions, in
the total amount of liability arising from a single nuclear
incident, and would extend indemnity protection outside
U. S. Territorial limits to AEC-licensed nuclear facilities
and to nuclear materials in transit between AEC-licensed
facilities.,
The Department of Housing and Urban Development has no
objection to approval of the enrolled enactment.
Sincerely,

flJJl(!jq
Robert R. Elliott

",,.·

FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D. C. 20461

October 7, 1974

MEMORANDUM FOR:

.

Wilfred H. Rommel
Assistant Director for
Legislative Reference
Office of Management an

ATTN:

Ina Garten

FROM:

Robert E. Montgomery
General Counsel

SUBJECT:

Enrolled Bill Report on H.R. 15323
"To amend the Atomic Energy Act of
1954, as amended, to revise the
method of providing for public remuneration in the event of a nuclear
incident, and for other purposes."

This is in response to your request for the views of the
Federal Energy Administration on the subject enrolled
bill.
H.R. 15323 would amend section 170 of the Atomic Energy
Act to require licensees of nuclear facilities to secure
additional "deferred premium" liability insurance. The
AEC would be authorized to guarantee the payment of deferred premiums. In addition, the duration of section
170's "indemnification" and "financial protection" provisions would be extended from 1977 to 1982.
The FEA recommends that the President sign H.R. 15323
into law.

EXECUTIVE OFFICE OF THE PRESIDENT
COUNCIL ON ENVIRONMENTAL QUALITY

722 JACKSON PLACE, N. W.
WASHINGTON, D. C. 20006

October 8, 1974

MEMORANDUM FOR W. H. ROMMEL, ASSISTANT DIRECTOR
FOR LEGISLATIVE REFERENCE
OFFICE OF MANAGEMENT AND BUDGET
ATTENTION:
RE:

MRS. GARZIGLIA
H.R. 15323 (Enrolled) -- To amend the
Atomic Energy Act of 1954, as amended,
to revise the method of providing for
public remuneration in the event of a
nuclear incident, and for other purposes.

The Council on Environmental Quality has no objection
to Presidential signature of the above enrolled bill.

~~m~~
General Counsel

DEPARTMENT OF STATE
Washington, D.C.

20520

OCT 4 • 1974
Honorable Roy L. Ash
Director
Office of Management and Budget
Washington, D. C. 20503
Dear Mr. Ash:
This is in response to Mr. Rommel's request
for the views of the Department of State on an
enrolled bill (H.R. 15323) "To amend the Atomic
Energy Act of 1954, as amended, to revise the
method of providing for public remuneration in
the event of a nuclear incident, and for other
purposes."
The primary purpose of the enrolled bill is
to extend the life of the Price-Anderson Act,
which is otherwise due to expire on August 1, 1977.
The Price-Anderson Act limits the liability of
licenses of civil nuclear installations to
$560,000,000 for damages for each nuclear incident,
and provides for indemnification by the Atomic
Energy Commission for liability incurred in excess
of the amount of private insurance the Commission
requires the licensee to obtain. H.R. 15323 would
continue the Act until August 1, 1982, begin a
phase-down of government indemnity participation,
and increase reliance upon private sector insurance.
On the merits of these primary aspects of the
enrolled bill, we defer to the views of the Atomic
Energy Commission since these provisions do not
affect the areas of responsibility of the Department/
of State.
Of interest to the Department of State is the
extension of the coverage of the Act to certain
activities undertaken by licensees on the high seas.
In particular, indemnity, agreements or other financial protection would be required for incidents
involving offshore stationary nuclear power reactors and nuclear materials transported on the high
seas from one person licensed by the Atomic Energy
Commission to another person so licensed. As the
Conference Committee Report clearly indicates, this
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extension of coverage was not intended, and does
not include, exports of nuclear materials or nuclear
materials used for the propulsion of ships.
The Department of State considers that the
extension of Price-Anderson Act coverage to offshore
activities, as limited in this bill to stationary
power reactors and ocean carriage of nuclear substances, is unobjectionable from the point of view
of our foreign relations.
Thank you for this opportunity to comment.
Cordially,

~/l.lt:::.

i wood Holton
Assistant Secretary
for Congressional Relations

,-'.' t· t! /: ~:; '·
/'

TO THE HOUSE OF REPRESENTATIVES

l!_

/

tAv

am returning without my approval H.R. 15323, "To

amend the Atomic Energy Act, as amended, to revise the
method of providing public remuneration in the event of a
nuclear incident, and for other purposes."
The first eleven sections of the bill basically carry
out recommendations of the Atomic Energy Commission, and
I would be glad to approve them if they stood alone.
Section 12, however, would provide that "the provi~

sions of this Act shall become effective thirty (30) days
after the date on which the Joint Committee on Atomic
Energy submits to the Congress an evaluation of the Reactor
Study, entitled "An Assessment of Accident Risks in the

with~n

the thirty (30) day period after the Joint Committee

·· :.;.·: : •·· \: s~bmf1:s··:i:t·s··~~il1i;a't:ian:':1:lie···cori~ies"~· a·d6J?·t:~:.·~t:86n·curr~rit·~ ... ·· · <~;.

··.;·· ··. •

resolution disapproving the extension of the Price-Anderson
Act."

The import of this section is that after I have

~

approved the bill, the Joint Committee and the Congress wrrl
further consider whether it should ever become effective.
I cannot approve legislation

~
~

these circumstances--

if, indeed, the bill can properly be called legislation
rather than merely the expression of an intent to
•

legisl~:~~···->..

diLr

I

The presentation of a bill to me pursuant to A~ticle I,(;~'
~

section 7 of the Constitution amounts to a representation
by Congress that, as far as it is concerned, the legislation
is ready to become effective, subject perhaps to some

'" ( ;\
·.

1

... 2 -

extrinsic condition precedent, but not to further
congressional deliberation.

.

"

Here, however, Congress in

effect requests my approval before it has given its own.
.

.

In this instance, the clear constitutional infirmity
of the bill not only affects my powers and duties but
directly endangers substantial and important private
rights.

If the bill is unconstitutional, it will remain

.. unconsti tu.t~on~l qespi ~~ · .my. signing j, ~ ~
for injuries incurred
atomi9ifacilities

~

( com

As a result, a sure source of funds for prompt payment of public
liability claims , a primary objective of the Price-Aneerson

the

wi;t.{

Act, would be in doubt.

The uncertainty over nuclear liability
-t1.,..Jt"

protection would also adversely affect private investment which

J...

will be necessary as nuclear power assumes its vital role in meeting
t:h\atlon's energy requirements.

·.

.
............

··~~~~~~'
~.

I urge the Congress to reenact the bill promptly so

as to remove the problems which Sec.tion 12 now raises.

THE WHITE HOUSE

The public interest would not be

served by approving legislation which creates these uncertainties.

THE WHITE HO.USE
ACTION ME:\10RANDCM

FOR ACTION:

9:30 a.m.

Time:

Michael, Duva 1
Phil uchen
B• Timmons
aul Thei\l\3..
NSC/S

#

LOG NO.: 643

WASHINGTON

October 10, 1974

Date:

~ L{:5

cc (for information):

,r-

October 10, 1974

Time:

Warren K. Hendriks
Jerry Jones
Glenn Schleede

4:00 p.m.

Enrolled Bill H.R. 15323 - Price-Anderson amendments

SUBJECT:

ACTION REQUESTED:
• ___.__._.FQr Nec;:essary.Action

..

.

. • ·.. -:XX__, For Y:our· Res:ommendations.

::.;'.1:~ .·.?:..;><;:·'. . _:-. . ... ::~.A.:-~-~ ~<-,·--~- :: _. ··~~~~ .;."':.::.,:. :·;;... :i:i. i .. :·; -~~~; :.: ....... !..;·_ .; ~ ~/_;.. =··.:· 4~::·i··:·= /!·.-..:.. ,~~~:.< ..~. .·: ~:.:··
_ _·_Prepare Agenda and Brief

. .
.. . . ..

. _

_ · __ Draft Remarks

- - - for Your Comments

.. . .. ....

.

. .... ·.

Draft Reply

~·.

4

•••

.....·

REMARKS:

Please return to Kathy Tindle - West Wing
Thank you.

.
61
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W'l 01
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I
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
I£ you have any questions or H you anticipate a
dela~' i:1. suhmHting the required material, please
telephone i:he Staff Secretary immediately.

Warren K. Hendrik~
For the President

r-.. . ~-.-t. ·~.~.l·::·:

···'.
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EXEClfT IVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 2050l

•
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MENORANDUM FOJ 'IdE PRESII ENT
Subject:

Enro ' led Bill H.R. 15323- Price-Anderson Act amendments
Sponsors - Rep. Price (D) Illinois and Rep. Hosmer (R)
California

Last Day for Action
October 12, 1974 - Saturday
Purpose
To amend the Price-Anderson Act to provide for:
(1) its
extension for five years until August 1, 1982; (2) a gradual
transfer of indemnification from Government to private sources;
(3) an increase in the limit of licensees' liability; and (4)
a limited extension of indemnity coverage outside the territorial
limi.t s of t#he Un i ~ed St. . .. •

Agency Recommendations
Office of Management and Budget
Atomic Energy Commission
Federal Energy Administration
Department of Justice
Council on Environmental Quality
Department of State
Department of Housing and Urban
De V· -loprnen t
Environmental Protection ~gency

Disapproval (Veto message .
attached)
Approval
Approval
Disapproval (Veto message
attached)
No objection
No objection to section
on offshore coverage
No objection

'
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HOUSE OF REPRESENTATIVES

REPoRT

No. 93-1306

REVISING AND AMENDING THE PRICE-ANDERSON
INDEMNITY PROVISIONS OF THE ATOMIC ENERGY
ACT OF 1954

AUGUST

20, 1974.-0rdered to be printed

Mr. PRICE of Illinois, from the committee of conference,
submitted the following

CONFERENCE REPORT
[To accompany H.R.15328]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 15323) to
amend the Atomic Energy Act of 1954, as amended, to revise the
method of providing for public remuneration in the event of a unclear
incident, and for other purposes, having met, after full and free
conference. have agreed to recommend and do recommend to their
respective Houses as follows:
That the Senate recede from its amendments numbered 1, 2, and 3.
That the House recede from its disagreement to the amendments
of the Senate numbered 4, 5, 6, 7, 8, 9, and 10; and agree to the same.
MELVIN PRIQE,
CHET HOLIFIELD,

JoHN YouNG,
TENo RoNcALio.
MIKE McCoRMACK,
ORVAL HANSEN,
MANUEL LuJAN, Jr.,

Managers on the Pm·t of the House.
JOHN

o.

PASTORE,
STuART SYMINGTON'
ALAN BIBLE,
GEORGE D. AIKEN,
ALLACE F. BENNETr,

'iV

Managers on the Part of the Senate.

38-006

JOINT EXPLANATORY STATEMENT OF THE
COMMITTEE OF CONFERENCE
The managers on the part of the House and the Senate at the conference on the disagreeing votes of the two Houses on the amendments
of the Senate to the bill (H.R. 15823) to amend the Atomic Energy
Act of 1954, as amended, to revise the method of providing for public
remuneration in the event of a nuc1ear incident, and for other purposes, submit the following joint statement to the House and the Senate in explanation of the effect of the action agreed upon by the managers and recommended in the aeeompauying eonferenc>e report:
AMENDl\fENTS NOS.

1

A~D

2

The Senate amended the bill by changing the definition of "extraordinary nuclear occurrence" in subsection llj. of the Atomic Energy
Act of 1954, as amended, to include incidents involving source, special
nuclear material, or byproduct material "illegally diverted from its
intended place of confinement." The conferees agreed to eliminate this
amendment because the feasibility and ramifications of such inclusion
reguire detailed study. In particular the role of private insurance in
relation to Governmental indemnity, as well as their relationship to
safeguard regulations, requires further consideration. The conferees
expect the Atomic Energy C~ommission to conduct a study of this
problem and report to Congress with recommendations by early next
year. The Joint Committee will then conduct hearings to determine
what, if any, legislative changes are required.
The Senate recedes.
Al\IENDlHENT N 0. 3
The House bill extended the definition of nuclear incidents, as used
in subsection 170 c. of the Atomic Energy Act, dealing with AEC
licensees, to include occurrences outside the United States or any other
nation (e.g. on the high seas) involving material licensed by the AEC
which is used in connection with the operation of a licensed stationary
production or utilization facility (floating nuclear power plant) and/
or moves outside the territorial limits of the U.S. in transit from one
AEC licensee to another.
The Senate amendment replaced the House provision with language
extending the definition to include any extraordinary nuclear occurrence outside the U.S. or any other nation which involves material ~i
censed by the AEC other than for import or export or for nuclear sh1p
propulsion. The substantive effect of this provision is believed to be
the same as the effect of the House language. However, the conferees
agreed to the House language because of the possibility that the Senate
language might bring under the definition some unanticipated types
of events.
The Senate recedes.
(3)
H.R. 1306

5

4
Al\IENDMENTS NOS.

4, 5, 6, 8,

AND

within 30 days after submission of the Joint Committee's report to
Congress on its evaluation of the AEC report vVASH-1400.
The House recedes.

9

The House bill provided for a 10-year extension of the PriceAnderson provisions of the Atomic Energy Act, to 1987, with an AEC
study and report to Congress in 1983.
The Senate amendment provided for only a 5-year extension, to
1982, with the study and report due in 1979.
The conferees agreed to the Senate amendments. However, the conferees wish to stress that there are a number of features of the PriceAnderson Act which should be viewed as permanent. These include the
mandatory insurance-coverage, the no-fault provisions, the provisions
for consolidation of claims in a single federal court and for advance
payment of claims, the contractor indemnity provisions, and the mandatory retrospective premium system. These elements make up a pattern of public protection which must be continued. The provision for
termination in 1982 should be viewed as a device to ensure that Congress will reassess the situation prior to that time and make revisions as
required, rather than as a Congressional intent to bring to an end the
federal regulation of nuclear liability insurance.
The House recedes.
AMENDl\iENT N 0.

MELVIN PRICE,
CHET HoLIFIEIJn,
,JOliN YOUNG,
TENO RoNCALIO,
MIKE McCoRMACK,
ORVAL HANSEN'
MANUEL LuJAN, ,Jr.,

Managers on the Part of the House.
.TOTIN 0. PASTORE,
STUART SYMINGTON,
ALAN BIBLE,
GEORGE D. AIKEN,
'VALLAC1<1 F. BENNETT,

Managers on the Part of the Senate.

0

7

The House bill included language which prohibited any indemnification for nuclear incidents occurring in any nation other than ~he
United States. The conferees agreed to the Senate a!llendment. deletmg
this provision. The Atomic Energy Act already precludes any m~emm
fication for licensed activities in other nations, and it was considered
essential that the Commission retain its authority to indemnify its contractors for activities carried out in other nations for the benefit of the
United States.
The House recedes.
AMENDMENT

No. 10

The House bill identified the study which must be completed before
the bill's provisions go into effect as "The Reactor Safety Study,
announced by the Atomic Energy Co~nmission on June 27, 1973".
The Senate amendment corrected this to read "The Reactor Safety
Study, entitled 'An Assessment of Accident Risks in U.S. Commercial
Nuclear Power Plants,' AEC Report Number 'VASH-1400". The
Senate amendment also added a provision enabling Congress to prevent the effectuation of this Act by a concurrent resolution passed

H.R. 1806

l
H.R.l306

Calendar No. 987
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SENATE

REPoRT

No. 93-1027

REVISING AND AMENDING 'THE PRICE-ANDERSON
INDEMNITY PROVISIONS OF THE ATOMIC ENERGY
ACT OF 1954, AS AMENDED

JuLY 23, 1974.-0rdered to be printed

,I

Mr. PASTORE, from the Joint Committee on Atomic Energy,
submitted the following

REPORT
[To accompany H.R. 15323]

The Joint Committee on Atomic Energy, having considered H.R.
15323, to amend Sections 11 and 170 of the Atomic Energy .Act of 1954,
as amended, hereby reports favorably thereon, with amendments,
and recommends that the bill do pass.
The amendments to the bill (H.R. 15323) adopted by the Joint
Committee in Dpen mark-up session, July 22, 1974, are as follows:
Page 2, lines 10 through 20: Delete all the material in these lines and
substitute therefor the words: "And provided further, That as the
term is used in subsection 170 c., it shall include any such occurrence
outside the United States if such occurrence arises out of or results
from the radioactive, toxic, explosive, or other hazardous properties
of source, special nuclear, or byproduct material licensed pursuant
to chapters .6, 7, 8, and 10 of this Act, other than for import or export
or for nuclear ship propulsion, which takes place outside the territorial
limits of the United States or any other nation."
Page 8, lines1 through 4: StTike the material beginning with the colon
in line 1 and ending with the word "States" in line 4.
Page 10, l:ines 12 through 16: Strike the words, "announced by the
Atomic Energy Commission on June 27, 1973" and substitute therefor
the words ".entitled 'An Assessment ·of Accident Risks in U.S. Commercial Nuclear Power Plants', AEC Report No. WASH-1500".
I. BACKGROUND

The Price-Anderson Act was enacted in 1957, and extended and
amended in 1965 :and 1966.. The Act was designed to .protect the public
and the eme:r;ging nuclear industry by assuring .the av::ailabihty of
(1)

2

3

funds for the payment of claims in the unlikely event of a catastrophic
nu.clear incident. Among other things, the Act provides funds for
public liability in the event of a nuclear incident up to a total amount
of $560 million. This figure represents the sum of the amount of
Government indemnity fixed at $500 million by the Congress, and
the then-existing (1957) maximum .available private liability insurance, $60 million. The amount of private insurance has gradually
risen, so that it stands now at $110 milliqn; the Government's indemnity has commensuratelv decreased to $450 million .. Other features
included in the Act by the amendments of 1966 are no-:-fault liability
and provisions for accelerated payment of claims immediately upon
occurrence of a nuclear incident.
.
Since the enactment of the Price-Anderson Act, there has not been
a single accident which has resulted in indemnity payments for public
injury under its provision. This outstanding safety record has been
accompanied by a gradual growth in the nuclear power industry which
is now accelerating at a rapid pace. Thus the Pnce-Anderson Act has
served well its dual purpose of protection of the public and elimination
of a. potential deterrent to the establishment of a. nuclear industry.
The Act is scheduled to expire on August 1, 1977. Beca.use of the
long-lead times involved in planning new commitments to nuclea.r
power, the Joint Committee has been urged to consider the matter of
extension and possible modification of the Act during the present session of Congress in order to prevent a.n unwa.rranted disruption in the
planning process for nuclear powerplants,. such as might result from
uncertainty over the future of the Price-Anderson ..Act. In order to
permit early consider&tion in the current Congress, the Joint Committee in July 1973, requested the Commission to submit studies and
alternative proposals in the indemnity area. In response to this call,
the Atomic Energy Commission filed a broad based staff study in
January 1974 and the Columbia University Legislative Drafting"Fund
submitted an independent review sponsored by the Atomic Industrial
Forum. Months of informal interchange among members of the Joint
Committee, the Atomic Energy Commission, and their staffs, and
representatives of private industry and the general public culminated
in public hearings beginning on January 31, 1974. On April 22, 1974,
the Atomic Energy Commission forwarded to the Congress proposed
legislation which was introduced as H.R. 14408 by Chairman Melvin
Price of the Joint Committee on Atomic Energy on April25, 1974, and
as S. 3452 by Senator John 0. Pastore, Vice-Chairman of the Joint
Committee, on May 7, 1974. Additionally, a related bill, S. 3254 was
introduced by Senator Mike Gravel on March 27, 1974.
Following public hearings, held on May 9, 10, 14, 15, and 16, 1974,
the full committee met in executive session on June 11, 1974, and
after careful consideration voted to submit a committee bill in lieu
of the above-mentioned measures. The bill was introduced, on June 11,
1974, by Chairman Price (for himself and Mr. Hosmer) as H.R. 15323.
The Joint Committee met again on June 13, 1974, in open session and
voted to report favorably on the bill with amendments by a roll call
vote of 11 to 2. On July 10, the House of Representatives considered
H.R. 15323 and passed the bill with three amendments by a vote of
36(}-43. The bill was messaged to the Senate and referred to the Joint
Committee on July 11. The Joint Committee met again in open session
on July 22 and voted without dissent to delete two of the three House

amendments, to perfect the third, and voted 9 to 1· to report the bill
favorably to the Senate.

n.

HEARINGs

Public hearings on the possible modification or extension of the
Price-Anderson Act were held on January 31, March 27 and 28, 1974,
and hearings on H.R. 14408, S. 3254 and S. 3452 were held on May 9,
10, 14, 15, and 16, 1974. An informal planning committee, drawn
from the Joint Committee staff, the Atomic Energy Commission, the
legal profession, the commercial power and insurance industries, and
public citizen groups, assisted the Committee and staff in regard to
the scope of the hearings and potential witnesses.
The following witnesses from the Atomic Energy Commission
appeared before the Joint Committee to present testimony or to
as~is.t in the development ?f .the record: Dr. Dixie Lee Ray, Chairman;
William 0. Doub, Comm1ss1oner, Marcus Rowden, General Counsel;
L. Manning Muntzing, Director of Regulation; and Jerome Saltzman,
~eputy Chief, Office of Antitrust and Indemnity, Directorate of
Ltcensmg.
Other non-gonrnmental witnesses who appeared one or more times
are:
Elmer Dee Anderwn, Private Citizen, Valparaiw, Indiana.
Dr. W. H. Arnold; Jr., General Manager, PWR Systems Division,
Westinghouse Electric Company.
George K. Bernstein, Federal Insurance Administrator, HUD.
Arthur C. Gehr, Atomic Industrial Forum.
Frank P. Grad, Director, Legislative Drafting Research Fund,
Columbia University.
·
Harold P. Green, Professor of Law, National Law Center, George
Washington University.
qeral~ R. Hartman, Professor of Insurance and Risk, Temple
Umvers1ty.
·
Joseph F. Hennessey, Bechhoefer, Snapp and Trippe, Washing.:
ton, D.C.
Larry Hobart, Assistant General Manager, American Public Power
Association.
Mrs. Judith H. Johnsrud, Central Pennsylvania Committee on
Nuclear Power.
·
Dr. Chauncey Ke:pford, York, Pennsylvania, representing the
Environmental CoalitiOn on Nuclear Power.
Hubert H. Nexon, Senior Vice-President, Commonwealth Edison
Company, representing Edison Electric Institute.
Norman C. Rasmussen, Department of Nuclear Engineering,
Massachusetts Institute of Technology.
·
Charles A. Robinson, Jr., Corporate Counsel, National Rural
Electric Cooperative Association.
Mrs. Laurie R. Rockett, Greenbaum, Wolff and Ernst, New York
City, New York.
.
Ms. Ann Roosevelt, New York, on behalf of Friends of the Earth.
Richard A. Schmalz, Hartford Insurance Group, representing
Nuclear Electric Liability Insurance Association.
Chauncey Starr, ·Electric Power ·Research Institute ..
Mark Swann, New Park, Pennsylvania.
·
Martin Victor, V. P. and Secretary, Babcock & Wilcox Company.
Richard Walker, Partner, Arthur Andersen & Company.
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Bruce ]J~ Welch, Director Environmental Studies, Friends Medical
Science Research Center, Inc.

III.

PRoVISIONs oF CuRRENT AcT

The Price-Anderson Act is incorporated in the Atomic Energy Act
in Sections 2,,11, 53, and 170. I~s ~ajor provisio~s are describe_d,b.elow.
The Atomic Energy CommissiOn must reqmre as a condition for
certain licenses, includin~ those for nuclear power plants,_ that the
Hcensee maintain financial protection for payment of third party
liabilfty claims in the ~v~nt of a nuclear accident, in. the .amo~nt
required by the Comm1ss10n. The AEC may also at Its d~scretwn
require the protection for_ its contractprs and .other types of licensees.
For any power reactor With an electnc capacity .of 100 Mwe or m01:e
the Cummission must· require financial protectiOn equal to the maximum available from private sources. Currently this is $110million.
The Commission is. also requ_ired to e:-:ecute an ir;dimmity .~gre~
ment·'with its contractors and With each hcenseereqmred to:qutmtam
financial protection, agreeing to indemnify the licens~e and any ,other
parties liable for· claims arising fr?~ a nucle~~;r incid~nt above the
amount required, . up to. $500 . million. The. mdemmty agreement
extends for the life of the license (usually 40 yea.rs for power reactors).
egate liability for damages arising from. a n~IC.lear incident
· The
is limi
to $560 million within the U.S. and$1()0Jnillion plus the
financial ·protection requir.ed of-· the licensee for 'in,~idents ()CCUrring
outside the U.S. All vendors, architect-engineers, subcontractors,
and· other parties are protected from liability ·by the o~nibus feature
of the licenS'ee insurance and the Government mdemmty. ,
Non-profit educational institutibns l~censed t<? operate reactors ':re
exeml?ted from the financial protectiOn reqmremen~ and are .mdemnified ·by the Commission for payment of clarms exceedmg
$250,000, in an amount up to $500 million.
Damages to offsite property of the licensee are covered by the
insurance and indenmity. ·
The Commission may require the inclusion in any insurance
contract or other proof of financial protection and in its in~emnity
ag.reements of provisions waiving .any de~enses based upon. conduct
of the claimant or fault of the mdemnified person, chantable or
governmental immunity, or statutes of limitations which are shorter
than a specified duration. The waivers apply in any in_stance where
the Commission determines there has been an extraordmary nuclear
· . .
.
occurrence, as defined by the Commission.
Provisions are also included for I!rompt :payments to mlur~d parties
and for consolidation of all cla1ms mto a smgle Federal d1stnct court.

IV.

STUDIES

Various fVOUps have studied the problem of nuclear insurance and
indemnity m the past year, and severa~ reports all:d proposals w~re
reviewed by the Atomic Energy Commtssio~ aJ?-d the mformal plannmg
Committee headed by former AEC CommiSSI?ner James T. ~amey,
serving as a consultant to ~he JoiD:t Comm1~tee. T~e stud1es. and
proposals and related matenal are mcluded ~n a Jomt ·G.omm1ttee
Print of March 1974 entitled, "Sele.cted Materutls on Atom1c Energy
· Indemnity and Insurance Legislation."

The major studies. were tho.se by the Atomic Energy Com!fiissio!l
and by the LegislatlV~ Draftmg Research Fund _of Columbia Umversity. The latter, an mdependent study, resulted m a report December 12 1973 entitled "Major Is.;;;ues of Fmancial Protection in Nuclear
Activities". Among the prop~osals which are included in the Joint Committee print and which were cliscussed in the AEC and Columbia
studies. was a proposal by the nuclear liability insurance pools for a
retrospective premium insurance pla.n. This plan, modified somewhat,
became the basis of legislation submitted to the Congress by the
Atomic Energy Commission, subsequently i~troduc!'ld by Chairm!!'n
Price in the House as H.R. 14408, and by VIce Chall'man Pastore m
the Senate as S. 3452, and which was further modified by the Joint
Committee into the bill now being reported.
Other proposals included a Commission staff study proposal for a
contingent fee system, and proposals by former AEC General Couns~l
Joseph Hennessey, Professor Harold Green, and former Pennsylvama
Insurance Commissioner Herbert S. Denenberg. These proposals ~re
not discussed in this report, but can be found in the comlillttee prmt
described above, and were discussed during the hearings.
Senator Gravel's bill constituted an ~dditional proposal which was
considered in developing this legislation.

v.

NEED FOR LEGISLATION

The Price-Anderson Act applies only to licenses issued prior to
August, 1977. Nuclear power plants now in the planning and design
phases would not rece~ve construction permits until about 1977-19!8.
Thus there is uncertamty as to whether these plants would rece1ve
protection in the form of Government indemnity. Reactor manufactur~rs and architeet-e~neers are ~lre~dy requiring escape clauses in
their contracts to pertntt cancellatiOn m the event some form of protection from unfunited potential Jiabiiit;y is not provided. Action is
required soon to prev-ent disrapti?n in n.ttlit:y: plans f~r. n~clear pmv.er.
TJ!re study by the Columlnl'!' Ury1verstty LegiSlative pr~ftmg
Research Fund examined the s1tuatron that would prevail If the
Price•Anderson Act were to be allowed to expire. The study concluded
that the result~g le~al situati?n in the event ?f a nuclear incident
would be chaotic. InJured partres would be subJect to what~ver t?rt
law prevailed in the State in which the incident occurred or m which
they suffered harm. There would he wide. variation in tht:; grounds for
recovery, the· standards of proof, and t?e defenses available to the
defendants. Recovery. ":ould be tJ?C~rta~ a~~ cou~d be' ~elayed for
many years. The potential for unhlillted habihty mtght drive smaller
manufacturers, architect-engineers, and component suppliers out of
the nuclear business and could serve as a deterrent to entry by other
firms. The report's conclusions were summarized as follows:
The primary defect of this alternative is its failure to afford
adequate protection to the public in terms of providing either
a secure source of funds or a finn basi<; of legal liability. While
it does hav~thetheoretical advantage o.fplacing no legal limit
on a.mount of protection available, as a practical matter, the
J>ublie would be· less assured of compensation than under. the
P'rice-Anderson: Act. Adoption of th1s aJternative would a;lso,
S.R. 1027--'2
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for the reasons discussed in Chapters 3 and 4, tend to discourage the participation of industry in the nuclear field. If
in other respects Congress adopts a policy of continued encouragement, inaction with respect to financial protection
will not advance, and will probably impede, this policy.
Assuming no significant change in the insurance patterns
of the industry, this alternative also fails to meet the criterion of efficient and equitable cost allocation through risk
spreading. With the possible exception of the approximately
100 milli.on dollars insured by the insurance pools, the entire
risk of an accident would fall, under the law of most states,
either on the victim who was barred from recovery by a
technical defense, failure of proof, or inability of the defend.:.
ant to pay a judgment, or on the particular utility involved
and possibly its contractors or suppliers, and on· their consumers. And the entire cost would arise after the accident
had occurred. This alternative thus makes use of. little, if
any, intertemporal and, initially, virtually no interpersonal
spreading. Interpersonal spreading might be achieved later
as the companies held liable shifted the cost onto their consumers. Although the allocation of liability to the industry
does appear to meet the third criterion of mternalization, to
the extent that victims of an accident are unable to recover
from the industry, even this criterion is not met. Finally,
because of the potential problems plaintif.fs may encounter
in seeking damages under state law, recovery· is likely to
involve excessive time and expense. In sum, this alternative
meets oply one of the four basic criteria, that of internalization of costs, and meets that only in part.
. ·
The Joint Committee has received numerous letters from companies
and organizations in the nuclear industry, urging extension of the
Price-Anderson Act in its present or a modified form. These letters as
well as testimony at the hearings have stressed the importance of the
Act in removing a deterrent to development of. the nuclear industry,
and the need for prompt action to clarify the situation that will prevail
after 1977.
VI. DISCUSSION OF BILL

required to maintain the maximum amount of financial protection, in
an insurance retrospective rating plan whereby in the event of a
~uclear incident resulting ih damages exceeding the base layer of
msurance, each licensee would be assessed a deferred premium which
would be a prorated share Qf the excess damages. A maximum amount
would be established which the retrospective premiums for each
facility could not exceed. If, for instance, at some time in the future, a
maximum level of $3 million per reactor were set and a total of 100
reactors had been licensed up to that time, then $300 million would be
available at that time to provide for payment of damages in this
secondary layer over and above the base insurance. As more reactors
were licensed, the secondary layer would increase proportionately.
The Commission will set the maximum premium by rule.
The Commission would continue to provide indemnity for payment
of damages exceedin~ the combined pnmary and secondary layers,·up
to a total of $560 million. As the secondary layer increased, it would
gradually phase out the government indemnity. The date at which
this would occur would depend on the amount set as the maximum
premium and on the rate at which reactors were licensed. The tables in
the appendix to this report illustrate how this phase out would occur
for various premium levels.
. The Joint Co:n:mittee expects t~e Com:n:ission to require present
!ICensees to ~nter mto th~ retrospectl!e premm:n: plan ul?-der its authorIty to establish the manmum finanmal protection reqmred. The committee believes that this authority is sufficient to reqmre the participation of such licensees in the plan. Exclusion of these licensees would
result in confusion and would delay the date at which Government
indemnity can be eliminated. ·
The Joint Committee has from the time of the inception of the PriceAnderson Act endorsed the concept of the assumption by the nuclear
~dustry of the risks associated with nuclear incidents. The industry in
1ts early stages of development, however, was not capable of assuming
this umque risk, which has ~enerally been considered to have extremely
l~'Y .Probability but potentl~lly large consequences. While the probabthttes of severe nuclear acc1dents appear now to have been over estimated, the industry is just now reaching the point where the
ern~ent's role can be phased out without the possibility of unduly
ptIng t~~ industry'.s developmen~ or of_leaving the public with inadequate
pr~v1s1on for rehef from the highly Improbable severe nuclear incident
which the .A:ct is designed to protect against. The Commission's proposal as embodied in the Joint Committee bill is considered the most
expe~iti~us means for the transf~r o~ responsibility. An abrupt
termmat1on of Government protection 1s not considered apyropriate
at this time, in light of the still relatively small number o nuclear
react'lrs now licensed.
Premium Amounts

The. bill provides for a ten-year extension of the Price-Anderson
Act and for three major changes-(!) phase out of Government indemnity, (2) ·increase in limit of liability and (3) extension of indemnity coverage outside the territorial limits of the United States
for certain limited activities.
The details of the bill are described below.
A. PHASEOUT OF GOVERNMENT INDEMNITY

Deferred Premium System

The bill provides specific authorization for the commission to establish by rule, regulation or order the terms and conditions of the
finanmal protection required of nuclear licensees. AEC is directed,
under this authority, to require participation, by licensees who are

The Joint Committee desires that the Government indemnity
be phased out as soon as is reasonably feasible, Consequently, the
bill :provides that the Commission must set the level of the standard
manll?-um deferred premium at no less than $2 million per facility.
The b~ .also es~ab~~es ~n upper lev~] for the premium of $5 million
per facilit:y:: 'J'hiS hlllltatton was c~ms1dered necei?Bacy to, assure that
smaller utilities are not hampered m efforts to raiSe capital by a too-

8

0

high potential liability. The bill thus establishes a range withinwhich
the Commission shall set the maximum premium taking into consideration the objectives on which these statutory limits were based and
other pertinent factors. The range was further intended to enable the
termination of the Government indemnity between about 1981 and
1985. The Commission is directed to consider this time frame as a
guidelinein establishing the premium.
The Commission is authorized to establish a maximum deferred
premium lower than the standard premium for any facility based
upon such considerations as size and location. This authorization is
included to permit such variations if the Commission finds they are
warranted.
The legislation provides for a target date of August 1, 1976 for
completion of Commission action to implement the deferred premium
plan. This should provide ample time for a rulemaking proceeding.

The bill strengthens the language of Section 170 to stFess the
Federal preemption ?f nuclear powerplant licensi;ng. and the public
purposes of the premium system. Furthermore, the defe~red premium
s):wuld not be _int~~preted as establishing a responsibility by one
hcensee for a habthty .or• debt of another. The potential deferred
premiums are conside:red by the .Joint Committee to have fundamentally the same status as any other such insurance premium. The
bill authorizes the Commission to establish a maximum limit on the
amount of deferred premiums which can be charged to a facility in
any one year. The purpose of this provision is to clarify the status of
the premiums and to ensure that they can not be construed a,<; the
lending of credit and thus ;raise constitutional problems for some
publicly owned utilities.
.
.
The ~ill include.s requirements that the retr?spective premium plan
be available to licensees who elect to provide the basic financial
protection through some means other than ihsurance, and · a provision that the maximum financial protection required shall be that
available under reasonable terms and conditions. The Commission is
thus authorized not to require available insurance to the degree that
it determines the rates or terms of such insurance to he unreasonable.

A8surance of Premium Ava:ilability

Authority and direction has also been provided for the Commissi<>n
to establish measures to ensure that the deferred premiums will be
paid when they are called for following a nuclear incident. The Commission is directed to assure these payments to the maximum extent
p<>ssible through the resources of the nuclear and insurance industries.
Representatives. of insurance companies in~i~ate. that the it:'~~ance
pools could provide coverage for up to $30 mdhon m defaults mttJally,
and that this sum could be increased later. The Joint Committee
believes the industry and the AEC should make every eiio:rt to provide
.
.
additional co.verage by insurance and industry.
In order to prevent a potential gap between the public protectiOn
pledged and actual payments made, the bill includes authorization
for the Commission to se:rve as the ultimate 888Urtmce to the public
for these payments, to the extent necessary. This may be done thrOtagh
reinsurance, guarantees, or other means. !f the C?mmissi:on. should
deten:nine that a guarantee of payment IS essenttllil, a.uthonty has
bee:n provided to permit recovery by the Government. from the defaulting 1icfmsee of any payments made on its behalf.
.St~e Oonst'itu.tional Problem

During tl1.e hearings on this legislation, a potential constitutional
p1ohlem was raiseci ss to public power or~anizations. Public power
representatives testified tha~ th<: ret~ospect1ve premium arr~ge:r;nent
might be construed oo be m v1elation of some State constltutwns,
whieh p~€lhibit a, State or a subdivision or agency of a State, such
as a municipal utility, from lending its credit or making expenditures
for other than public purposes. They suggested that preemption of this
field by the Federal Government or explicit establishment of the premium system as a condition to obtaining a nuclear powerplant license
might resolve the· problem.
·
Th~FCommittee feels that the language of Section 170, as amended
by this bill', is. clear mits establishment. of participat~ in the re~ro
spective prennum system as a :futtn Peqmrement of & licensee reqmred
t& maintain· the maximum fil'l~tncial protection.
,
·

B. INCREASE IN LIMIT ON LIABILITY

The bill does not provide for an immediate change in the $560
million limit on total liability arising from a nuclear incitlent. That
limit is re.tained u~til the total of primary insurance and assessable
retrospective premmms !eaches. the level neces~ary to completely
replace the Government mdemmty. From the pomt, as the primary
l'tnd secondary levels rise, the limit on liability would be allowed to
rise correspondingly. No ultimate limitation on the level to which
this coverage could rise is provided for. At a premium level of $3
million per reactor, the overall limit would be projected to reach a
billion dollars in about 1987, and rise to $1,346,000,000 in 1990. The
Commission would have the continuing authority to establish a rule
reducing the standard maximum premium as appropriate when it
determines that the total financial protection has r1sen to an amount
above which further increases are not necessary.
'fhe Joint Committee does not feel that any increase in or elimination of the limit is necessary or appropriate at this time. As the Joint
Committee pointed out when the Act was first proposed:
"The limit of the Commission's responsibility under these
(indemnity) agreements is to be $500 million. This limit
could be subject to upward revision by the Congress in
the event of any one particular incident in which, after
further congressional studv, the Congress felt more appropriations would be in order.

*

•

•

•

•

•

*

"Subsec. e lim~ts .the liability of th_e persons indemnified for
each nuclear mc1dent to $500 million, together with the
amount of financial protection required. Of course, Congress
can change this a'Ct at any time after any particular i:a.eidoot.
The Joint Committee wanted to he sure that any such chonges
in the act would be considered by it in the light of the partimt...
lar incident:''
·

lO
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At the time of the extension of the Act in 1965, the Joint Committee reiterated this point when it said:
"In the event of a national disa.o;;;ter of this magnitude, it
is obvious that Congress would have to review the problem
and take appropriate action. The history of other natural or
man-made disasters, such as the Texas City incident, bears
this out. The limitation of liability serves primarily as a
device for facilitating further congressional review of such a
situation, rather than an ultimate bar to further relief of the
public."
Testimony on the preliminary results of the Reactor Safety Study
under the direction of Professor Norman Rasmussen of the Massachusetts Institute of Technology has indicated that the probabilities of a
nuclear incident are much lower and the likely consequences much
less severe than hB.s been thought previously (See Section VII of this
report). The likelihood of an accident with damages exceeding $560
million appears to be quite remote. However, the bill does permit the
limit to increase once the retrospective premiums assessable have
completely replaced the government indemnity.

Any ~~emnifi~ation agreements relating to these activities would
b~ ~dmrmstered !n the same manner as the Commission would ad-

C.

EXTENSION OF INDEMNITY COVERAGE OUTSIDE UNITED
TERRITORIAL LIMITS

STATES

The bill amends the definitions of "nuclear incident" and "person
indemnified" in section 11 of the Atomic Energy Act to permit the
Commission to extend the provisions of the Price-Anderson Act to
certain acti~ties outside the territorial limits of the United States
conducted by commission contractors or involving licensed nuclear
facilities or licensed activities. The bill does not include under PriceAnderson indemnity coverage the import or export of nuclear material
or facilities or activities conducted within the territorial limits of
another nation; nor any occurrence resulting from the use of a nuclear
power reactor to propel a U.S. merchant ship, although nuclear
material transported on such a ship as cargo could be covered by the
Price-Anderson indemnity provisions in the same manner as cargo
carried in ships powered by fossil fuel.
The existing definit~o~s of "person in4emnified" . ap.? "!J.uclear
incident" do not pernut mdemmty protectiOn for actiVIties hcensed
by the Atomic Energy Commission if the nuclear incident occurs
outside the territorial limits of the United States, with the exception
of the now retired nuclear ship Savannah. T~ere are two situati~ns
in which the protection afforded by the PriCe-Anderson ~c~ wtth
respect to licensed activities would be extended to nuclear mctdents
occurring outside the territorial limits of t.he United States. ~he
first situation involves ocean shipments of new or spent fuel w~ch
may move outside the territorial limits of the United St.ates durmg
ocean transit from one licensed nuclear facility to another. The second
situation involves nuclear facilities which are physically located
outside of the territorial limits of the United States but whose construction and operation are licensed by the Atomic Energy Commission, such as a floating nuclear .Power plant locate? b~yond the
limits of the territorial sea of the Umted States. The legislation would
authonze the Atomic Energy Commission to extend price-Anderson
indemnity protection to such shipments and such facilities~

mll?-l~~r the Price-Anderson Act with respect to other licensed
act1vtt1es.
.T~e present definition. of ':nucleru; incident" as applied to CommtSswn c<!ntractors I?rovtdes mdemmty protection only if an occurrence outside the Umted States involves "a facility or device" owned
by, and used . ~y or under contract, with the United States. The
amended d~fil?.it1o11 would resolve any possible ambiguities concerning
the Comrmss1~n's authority to indemnify its contractors for an
occurrence dunng the course of transportmg source special nucleJ
or ~roduct material outside the United States.
'
'
It}l the apparent advent of offshore nuclear powerplants it is
essential that the prote~tiop. intended by the Price-Anderso~ Act
not .be .thw!ll'~ed bY. the. mCidental. fact of location beyond the U.S.
ternt?rtal lirmts: . Likewtse, the shipment of nuclear materials from
?De licen~ed facilitY, to another within the United States should be
mclud~d m the :let s coverage .regardless of whether the facility or
rou~ I_nvo~v~d ts located or mvolves transportation outside the
tern tonal limits.
Testimony at the hearings on this bill included suggestions that
nuclear merchant ships be included in the act's coverage The J · t
Commitf:ee h~ no~ included t}lose activities in this bill. The ur e~~
o~ such mclUSlon JS ~ot cons1d~red. sufficient to warrant legisfatio~
'!l~hout a more det!'Jled .exantma~wn_. The Joint Committee's dectswn not to take thi.s actt?n at this tune is in no way intended to
preclude further consideration at a later time.
D. ADDITIONAL CONSIDERATIONS

Activitie-s Covered by Price-Anderson Act

lfi_n~nci!tl ~rotec~ion . and. indemnity for plutonium processin
faCihttes Is .discretiOnary wtt~ the Commission under the presen~
Ia~. One wttness at the hearmgs, a representative of a com an
whiCh ?Perates such a facility, proposed that these provisio!
the Price-~n4erson Act be ma9-e mandatory for such facilities
The Co~1ss10n does not at this time require financial protectio~
of. such ~ce?~ees. or ext~nd ;·indemnity coverage to them. However
pnvate ha~thtY. msurance 1s available. The Commission has indi~
ca~ed that 1~ wtll undertake a thorough review of this matter. The
Jom~ Committee has not proposed a legislative change in this area
p~ndmg the. outcome of this review. The Commission is urged t~
gwe appropna.te consideration to this matter.
Transportation . of nuclear materials is not specifically provided
for under. the Pnce-Anderson Act, although carriers are generall
~overed either .as AEC co~ tractors .?r under the omnibus aspects
licens~e fina~mal protectiOn and mdemnity. The Association of
Amencan Ratlroads has proposed that transportation be specifically
covered be~ause of gaps. m the existing system for such situations as
tra!J.sp<?rtat10n o! matenals. for a shipper or receiver not required to
m~tam. fi.na:J?.Cl~ protectiOn. Although insurance is avatlable to
ca:mers, It 1s limited to the a.mount of $60,000,000. The Joint Comrmttee has not proposed legislation to deal with this matter, but
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encourages. the Commission to review the situation to determine ii
procedural or legislative changes are in order.

Priorities Between Claimants and Types of Gl-a.ims
The Joint Committee has included in the legislation a direction
and authorization for the court which develops the plan for distribution of funds in the event of a midear incident which appears
to have resulted in damages exceeding the limit on liability to establish prionties between classes of clai:rns and claimants. The Joint
Commi\tee wishes to assure that in such a case, where the immediate
recovery by claimants may be less than the full amount of their
losses, the distribution of funds ·will be made in such a manner as
to compensate first for the most severe and the most readily computable
losses. Thus claims for actuallosses to property, for actual and reasonable medical expenses, for loss of wages, and other such losses may
merit higher priority than such claims as those for alleged pain and
suffering, emotional harm, and loss 0f ·consortium. Likewise, losses
'otherwise compensated for, while not ptecluded from recovery (under
the collateral source rule) in most jurisdictions, should be accorded
lower priority than uncompensated losses. The Joint Committee also
believes that as a matter of equity, in cases where iJ.ess than full
compensation will be made through the amounts immediately available from insurance and government ·indemnity, losses to offsite
property of the licensee of the responsible facility ahould be accorded
lower priority than losses to third parties. The court is authorized to
establish such additional priorities as are deemed ·desirable and
equitable to further the principles described above.
The above provisions are in no way intended to create any causes of
action not in accordance with existing law or to derogate any existing
causes of action. Nor should these provisions be construed as a retreat
from the belief expressed on many occasions by this Joint Committee
that Congress is committed to thoroughly review the situation and to
provid.e additional .relief in the re:r;no.te ev~nt. ?f a nucle9;r ~n.cident
mvolvmg damages In excess of the hm1t on hab1lity. The pnont1es are
not intended to preclude ultimate relief for claims of secondary
priority, but rather to assure that early relief is applied where most
needed.
E. EXPLANATION OF AMENDMENTS

Amendment to Section 1

The Joint Committee has amended section 1 of. the bill by reinstating
the original language provided for section 11 q. of the Atomic Energy
Act of 1954. The House amendment to this section did not make a
substantive change m the bill's provisions, but the Joint Committee
feels the origina.l language is somewhat preferable.
Amendment to Section 6

The Joint Committee has amended Section 6 by deleting the
proviso, added by an amendment on the House fi.oor, that the mdemnification provisions of the Price..Anderson .Act shall not .ap{ily
to an:v nuclear incident occuTrinJl in any country otliloc than ·the

United States. This amendment was redundant insofar as its intended
effect and poten~ially deleteripus in other respects.
The.afP.arent l!ltent. of the am~ndment's author was to prevent any
potentia md.emmficatton for acmdents resulting from nuclear power
plants supphed by U.S. manufacturers to other nations such as
Egypt ?r Israel. Such reactors could not be indemnified under the
Act as 1t was before the amendment. These reactors are not licensed
by or u~d.er contract. with the Commission and thus are not within
the provtsions of sectwn 170.
Furthermore1 s"!lbsectio.n ll(q) of the Atomic Energy Act, as
amen~ed by th1s bill, provtdes that a nuclear incident for the purposes
of the msurance and indemnification provisions of the Act is defined in
relevant ,Part, a~ "any occurrence, . : . within the United States . .' ."
(e.ml?has1s supphed). The only exceptiOns to this limitation to incidents
w1th1~ the lJ.S. ~re the. t~ree. provisos in subsection ll(q) which
allow; mdem?Jficatwn for mc1~ents occurring outside the United States
only If they mvolve the followmg:
0) S~b~ection 1701 (the nuclear ship Savannah now being
decomrruss10ned).
'
(.2) Source, byproduct, or special nuclear material owned by
.and u~e~ .by or under contract to the United States, and involved
m acbvtttes under contract for the benefit of the United States
(3) Occur:r;ences. outside the. territorial limits of the U.S. ~nd
all o~her natwns (t.e., on the high seas), involving either offshore
floatmg nuclear power plan~s or transportation of bource, special
nu~lear, o~ bypro~uct matenal from one AEC licensee to another
ThiS proVISo .specifi?ally excludes both import and export fro~
t~e coverage It frovtdes. I~ also. excludes nuclear ship propulsion.
Obvwusly, none o the exceptiOns mvolves reactors in other nations
Thus ~he House amendment to Section 6 was not needed to effect a~
excluswn of such reactors.
The ame~~e~t is ~J?.desirable for several reasons. It would weaken
the 9?I?JlllSSion s abih.ty. to conduct extraterritorial operations by
prohib~t~ the. Qo~sston from. indemnifying parties injured by
Comm~~IOn .act1v1ttes m other ;nations. It would serve as a deterrent
to partiCipatiOn by contractors m the Commission's military and space
programs, and t~us have a harmful effect on the national security.
F~rther:m~re, this ln;nguag~ ~ould preclude the inclusion of nuclear
ships 'Ylthin the Act s proVISions. The Committee has taken pains to
~ake tt cl_ear that, although these ships are not now included this
'
Issue remll;llls open for further consideration.
. The .Jom~ Committ.ee beli~ves that the Commission's overseas
!lldeffi!Uficatwn authonty for Its own activities is essential. Accordmgly, tt has deleted the proviso added by the House to H.R. 15323.

Section 12
Section 12 o! ~he bill wn;s also added on the House floor. It provides
the proVIsions of this Act shall not come into effect until the
Reactor Safety Study announced by the Atomic Energy Commission
on June 27, 1973 has been completed and the Joint Committee has
reported to th~ Congress i.ts evaluation of the results of such Study."
'I}le apl?arent mtent of this amendment was to defer the effect of the
bill until the Commission's Rasmussen Study has been completed.
~pat
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There was no announcement of this. study on the. indicated date, so
this section has been amended so as to properly identify the intended
report.
The Joint Committee does not believe that this amendment was
necessary. The Rasmussen Study, under the direction of Dr. Norman
C. Rasmussen of the Massachusetts Institute of Technology, does not
deal with insurance or indemnity for nuclear incidents. It is a safety
study of the probabilities and consequences of accidents involving
nuclear power ~eactor~. As such, its only relation to the.Price-Anders~n
Act is as a possible gutde as to the extent and scope of r1sk to the pubhc
in determining the amount of protection required. It will provide no
information at all concerning the mechanism for providing the
protection.
Professor Rasmussen has appeared before· the Joint Committee on
two occasions. He assured the Joint Committee in public testimony,
which h; included in appendix II to this report, that the total of public
and private indemnity provided for by the bill is adequate to cover
any credible accident which might occur. He r,eaffirmed this point in a
reappearance before the committee for the markup session on H.R.
15323 on June 13. He has testified that the report will show that the
likely wnsequenc~s of a nuclear acci1ent involving a core meltdov.:n
will not be a ma)or catastrophe, as Is commonly assumed, but Will
be no worse than a major airplane crash, and will generally be lehs than
that. The Rasmussen Study will show, in effect, that the PriceAnderson Act provides an even more conservative degree of protection
than was thought when it was enacted.
·
The rationale given for Section 12 is that the results of the Rasmussen Study are not yet available, and that they are intimately
related to this bill's provisions. Neither of the assumptions is true.
The conclusions insofar as they relate to the Price-Anderson Act
are already public. The technical detail supporting the report's conclusions is beyond the ken of the layman and is massive in 1~ volume.
This detail is not essential to and cannot be expected to contnbute to a
congressional decision. An informed critique of the report by the
scientific peers of the investigators will take many mont1is and cannot
reasonably be expected to alter the conclusions so drastically as to
affect this legislation.
The most curious aspect of Section 12 is its potential deferral of the
transfer of responsibility to the nuclear industry which is the key
feature of this legislation. This is a transfer which has been almost
universally urged for years. An unexpected delay in the Rasmussen
report could have the result, under Section 12, of postponing the
phase-out of the Government's liability.
Despite the dubious basis underlying Section 12, the Joint. Cor:tInittee has perfected the amendment rather than deleting 1t,
in order to assua"'e the doubts of those members of Congress who are
not satisfied with the Joint Committee's review and Dr. Rasmussen's
testimony. The provision of Section 12 is very unlikely to delay the
actual implementation of this bill. The draft report is expected to be
released for public comment in mid-August, and the final report, taking
these comments into account, is expected about January, 1975. The
Commission's rulemaking proceeding to implement this bill would be
unlikely to ~e comple~ed before Inid-1975 at the very. earliest. The
Joint Comnnttee considers that the language of Sect10n 12 would

prohibit the Commission from implementing a rule concerning the
deferred prelnium provisions. of the bill prior to a Joint Committee
!ep?rt. to Congress OJ?- ~he Rasmus~en Study, "f?ut would not prohibit
rmt1at10n of a Comm1ss10n rulemaking proceedmg before that time.
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SAFETY oF NucLEAR FACILITIES

Nuclear power plants contain large amounts of intensely radioactive
materials which are produced by nuclear processes which take place
during their operation. Practically all of these materials are produced
~nd contained inside the reactor fuel. Multiple barriers are.provided
m nuclear plants to as~ure that .undue amounts of radioactivity are
not released to the enVIronment m the event of malfunctions or accidents within the plant. The primary barriers are the reactor fuel itself·
the cladding material which encases the fuel; the reactor pressure ves~
sel and primary coolant boundary; and finally the outside containment
system. In addition to these multiple barriers, each nuclear facility is
eq~ipped with a multiplicity of special safety systems and devices
whiCh are intended to either prevent accidents or mitigate their potential consequences. Extensive quality assurance programs covermg 'all
facets of each facility are followed to assure the initial establishment
and continuing maintenance of plant integrity. A comprehensive
description of nuclear power plants, their safety features, and the
Government regulatory system is included in the .AEC report "The
Safety of N udear Power Reactors (Light Water Cooled) and Related
Facilities"-WASH-1250.
As a result of this careful approach to the design and operation
of nuclear power plants, coupled with a vigorous Government regulatory system, the overall safety record of the commercial nuclear power
industry has been excellent. While there have been a number of minor
ma!functions in operating plants, to date no accidents have occurred
which have resulted in deaths or injuries to the general public. Notwithstanding this record, the risk of major accidents cannot be said to
be zero. There remains a small but finite probability that an accident
may occur that could result in the release of major amounts of radioactivity to the environment.
In most human endeavors, it is possible to estimate the probability
and consequences of major accidents based on past experience (statist~cs). In the case of nuclear power plants, due to the lack of major
accident experience, numbers representing probabilities of severe
accidents and associated consequences must be deduced or inferred by
some indirect means. For the past decade or so, a number of individuals
~~.groups .have been explori.ng methods for estimating such probabiht~es. Until the early 1970's 1t has not been thou~ht possible through
statiStical means to adequately estimate probabilities of reactor accidents, although it was believed that component failure statistics were
feasible. Notwithstanding these considerations, the results of these
studies have generally supported the judgments made by experts that
the probabilities of severe reactor accidents are exceedingly low.
The improvements in the development of statistical methods in
the space program and defense program in the past ten years have led
to the belief that adequate statistical probabilities can be developed
for nuclear plants. Perhaps the most comprehensive effort in this area
so far is an AEC sponsored study which has been conducted over the
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past year and a half under the direction of Dr. Norman Rasmussen,
Professor of Nuclear Engineering at the Massachusetts Institute of
Technology. The Joint Committee has been closely following the
conduct of this study, and has received testimony from Dr. Rasmussen
on two occasions. In this most recent appearance before the committee,
Dr. Rasmussen concluded his statement with the following remarks
pertinent to considering the Price-Anderson legislation:
In summary I believe that the proposal before you represents a reasonable way to phase out the Government responsibility for nuclear insurance and shift the responsibility to
the insurance companies and the nuclear industry. I believe
that the current $560 million limit is a reasonable value at this
time and will cover all combinations of circumstances which
can reasonably be considered credible. The National Safety
Council now reports that accidents in the U.S. are currently
causing 100,000 fatalities per year and an economic loss of 30
billion dollars per year. Any reasonable estimate of probability and consequences of nuclear accidents indicates that
they would not have a significant impact on this already large
acCident burden that society bears.
.Although the Rasmussen study is not yet complete, general conclusions have been reached which confirm that the probability of
major reactor accidents involving reactor core malfunctions is,
indeed, quite small. It has been concluded that the most likely .consequence of a core melt accident, which itself is highly unlikely, would
be quite modest, in comparison with the catastrophic results generally
discussed as the ''worst case" accident. In fact, the likely consequences of a core melt would be no worse than many other kinds
of accidents such as fires and airplanes crashes that society has experienced. While nuclear accidents with more severe consequences could
be postulated, the study indicates that the probability of such events
is extremely low and would require a highly unlikely combination
of circumstances.
While the safety record of nuclear powerplants to date has been
excellent, the increasing number of plants expected in the future dictates the need for industry and Government to be vigilant and
strengthen their performance to assure that nuclear :power plants will
continue to provide a safe and reliable source of e]ectncal energy. Over
the years, the Joint Committee has devoted major attention, through
the conduct of many hearings* and other means, it assure that nuclear
power activities are carried out in a safe and environmentally acceptable manner. In this regard, the committee has stron~ly supported
the major reactor safety research efforts underway in mdustry and
Government to further increase understanding and knowledge in
this field. The Congress has authorized a funding level of approximately
$100 million in fiscal year 1975 for such efforts. It is expected that the
information from these programs will help provide an improved basis
for estimating the probability and consequences of hypothetical
major reactor accidents, and assist in preventing or mitigating the
consequences of such highly unlikely accidents.
•Most te()Cntly, the Jolnt Committee held vet·y compr~>benslve hearings on the subject; of nuclear re~ctor
safety. Testimony was received from representatives of the Government, the nuclear community, enVIron·
menta organizations other scientific and tt>.chnical experts in the field and the public at large. The hearings
were held on ihe following dates: Jan. 23, 1973; Sept. 25, 26, 'Zl and Oct. 1, 1019; and lan. 22, 23, 24, and 28,
1974.
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VIII.

CoMPARISON WITH OTHER FEDERAL PROGRAMS OF DrsASTER
AssiSTANCE AND INSURANCE

The Joint Committee examined the posture of other Federal programs for relief from disaster. The Federal government has become
increasingly involved as the major underwriter of relief for losses due
to natural disasters, principally flooding, hurricane and tornado
damage. For example, in a ten-year period ending in 1972, allocations
from the President's disaster fund totaled just over $1.25 billion. In
the first 2;{ ye11rs of the Disaster Relief Act of 1970, 104 major
disasters were declared, triggering expenditures from the President's
fund of about $1 billion, plus loans from two separately administered
programs in excess of $2 billion.
Recent legislation affecting both the Federal Disaster Assistance
Administration 1 and the National Flood Insurance Program 2 has
altered the Government's response to natural disaster, by emphasizing
the role of insurance as the primary means of compensation for loss.
In this sense, there is consistency with the amendments to the PriceAnderson le~slation which are the subject of this report, whereby
increased rehance is being placed upon private insurance pools and the
licensees of nuclear facilities themselves for financial protection with
a concomitant decrease in governmental involvement.
The Government's approach is consistent also in its emphasis on
loss prevention. The National Flood Insurance Program, for example,
provides for mandatory land use criteria for new construction within
flood-prone areas. In the nuclear energy field, the rigid licensing
process enforced by the Atomic Energy Commission and the surveillance activities of its regulatory division represent an unprecedented
program of loss prevention.
It is clear from this examination that the Federal Government
remains in the business of compensation in many fields, whether as
reinsurer, coinsurer, indemnitor or provider of disaster relief. Insurance concepts become less valid as the frequency of events decreases
and as the potential consequences increase.
With respect to the amendments to the Atomic Energy Act under
consideration, it is envisioned that the Federal Government will
retain its role as indemnitor for the uninsured .Portion of the statutory
amount of $560 million, and, after the combmed totals of basic and
excess insurance reach that figure and are allowed to float upward, as
the ultimate guarantor for defaulted retrospective premiums, while
retaining subrogated rights against the defaulting licensees.
It is important to note that of all of these Federal programs, only
the Price-Anderson legislation provides for compensation to the
public for personal injury as well as property damage . .AJI of the other
insurance and assistance programs are geared solely to property
damage.
Finally, it should be pointed out that the panoply of Federal
resources, other than monetary compensation, is available in the
event of a large-scale nuclear accident, just as it would be in cases of
natural disasters.
• P.L. 93-288, "Disaster Relief Act or 1974.''
' P .L. 93-324., "Flood Disaster Protection Act of 1973.''
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IX.

CosT OF LEGISLATION

In accordance with section 252(a) of the Legislative Reorganization
Act of 1970 (Public Law 91-510), the Joint Committee has determined
that, with the exception of minimal administrative costs associated
with determining the terms and conditions acceptable in the proposed
retrospective premium plan, the Atomic Energy Commission will
incur no additional costs as a result of carrying out this legislation·
except that in the event of a nuclear incident involving a contractor o~
a licer:see :vJth whom an indemnity agreement has been executed, and
resultmg m damages exceeding the amount of financial protection
required, the Commission may incur costs of up to $500,000,000 for
each such incident. The probability of such an incident occurring is
considered extremely low. The potential cost to the Government of
such an incident involving a licensee other than a nonprofit educational institution will be reduced over a period of years until it reaches
essentially zero during the period 1981-1985. The potential liability
for an incident involving a contractor or nonprofit educational institution will remain at a maximum of $500,000,000 per incident. In
addition, there will be potential costs to the Government in the event
of defaults on retrospective premiums for which the Government
serves as resinsurer, or as guarantor in cases where full recovery back
against the defaulter is not possible.

X.

SECTION-BY-SECTION ANALYS.IS

Section 1 of the bill would amend subsection llq. of the Atomic
Energy Act of 1954, as amended, to alter the definition of ttnuclear
incident" as that term is used in subsection 170 d., by substituting the
words "source, special nuclear, or byproduct material" for "a facility
or device". Its purpose is to gain specificity and consistency. Section 1
of the bill. would also amend subsection 11 q. to speciallv define "nuclear incident'' as that term is used in subsection 170 c. ~The purpose
of this amendment is to extend the full aggregate indemnity to offshore nuclear power plants and to shipments between licensees in
the United States which are routed beyond territorial waters.
Section 1 of the bill would also amend subsection 11 t. of the Atomic
Energy Act of 1954, as amended, by broadening the definition of
"person indemnified", as that term is used in subsection 170 c., to
include nuclear incidents outside the United States. This change preserves consistency within the Act. Section 1 would further amend subsection 11 t .. by an alternative description of a "person indemnified"
as a person '.'who is required to maintain financial protection". This
provides for the situation in which the $560 million limit on liability
is prmjded who!ly by ~rivate insurance protection, in which case the
executwn of an mdemmty agreement may no longer be required.
Section 2 of the bill would amend subsection 170 a. of the Atomic
Energy Act of 1954, as amended, by substitutin~ the word ''may" for
''shaW' in the second sentence. The purpose of this chan~e is to provide
consistency with subsection 170 c., as amended. Additwnallanguage
has been added in the first sentence of subsection 170 a. to emi?hasize
the public purposes of the Price-Anderson provisions, as stated m subsection 2 i. of the .Act.
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Section 3 of the bill would amend subsection 170 b. of the Atomic
Energy Act of 1954, as amended, to provide authority for the Atoinic
Ener~y Commission to regulate the terms and conditions of nuclear
liabihty insurance. This section requires the Commission by August 1
~97~ •. to. include in d.etermining the maximu~ amount o_f privat~
habll~ty ms~rance available any deferred premiUm plan which meets
certam reqmrements. Anv such plan must have a standard maximum
retrospective premium within the range of $2 million to $5 million for
eac~ licens~d facility req!lired to maintain th~ ~aximur:t ?na~cial protectiOn available from pnvate sources. In additiOn, participatiOn in the
secondary layer must not be conditioned on provision of the basic
financial protection through insurance means. This assures that an
individual licensee may fulfill some or all of its base liability by means
other than insurance and yet be eligible for the retrospective coverage.
Section 3 further requires the Commission to develop a plan to
assure payment of such deferred premiums when due in the event of a
nuclear incident, and authorizes the Commission to provide reinsurance or guaranty to assure the availability of funds despite any defaults in retrospective assessments. This provides, in effect, that the
full amount to pay any liability will be available promptly with the
government undertaking the burden of later recovery from the
defaulter. In connection with the recovery of such funds, Section 3
authorizes the Commission to specify the terms of any guarantY agreement as appropriate to permit reimbursement, including liens on property and revenues of a defaulting licensee, and automatic revocation
of any license.
Section 4 of the bill would amend subsection 170 c. of the Atomic
Energy Act of 1954, as amended, by changing the date "August 1,
1977" whereyer it appears to "August I, 1987". The purpose of this
amendment 1s to extend for 20 years the Price-Anderson legislation
as it pertains to AEC lkensees other than litensees subject to the
provisions of subsections 170 k. or 170 I. of the Act.
Section 5 amends subsection 170 d. of the Atomic Energy Act of
1954, as amended, by extending until1987 the authority of the Atomic
Energy Commission to enter into indemnity agreements with its
contractors.
Section 6 amends subsection 170 e. of the Atomic Energy Act of
1954, as amended, by providing that except as to incidents occurring
outside the U.S. to which agreements of indemnification entered into
under the provisions of subsection 170 d. are applicable, the limit on
aggregate liability arising from a nuclear incident shall be either (1)
$500,000,000 plus the amount of financial protection required of the
licensee, if the financial protection required is less than $60,000,000
or (2) $560,000,000, or the amount of financial protection required
of the licensee, whichever is greater, in cases where the financialprotection required is $60,000,000 or more.
···
Section 7 amends subsection 170 f. of the Atomic Energy Act of
1954, as amended, to authorize the Commission to reduce the indemnity fee for persons with whom agreements of indenmification have
been executed in reasonable relation to increases in financial protection
above a level of $60,000,000.
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Section 8 amends subsection 170 i. of the Atomic Energy Act of
1954, as amended, to require a report by the Commission to the Congress on any nuclear incident which will probably result in public
liability claims in excess of $560,000,000. The Act :r,resently provides
for such a report for any nuclear incident which wtll probably result
in payments by the United States.
Section 9 amends subsection 170 k. of the Atomic Energy Act to
exte:iiauntil 1987 the authority for the Commission to indemnify
licensees found by the Commission to be nonprofit educational institutions for public liability in excess of $250,000 arising from a nuclear
incident.
Section 10 amends subsection 170 o. of the Atomic Energy Act of
1954, as amended, b:y authorizing and directin~ the establishment, in
any plan for disposition of claims, of priorities between classes of
claims and claimants, to the extent necessary to ensure the most
equitable allocation of available funds.
.
Section 11 adds a new subsection 170 p. which provides that the
Commission shall submit to the Congress by August 1, 1983, a report
and recommendations concerning the need for continuation or modification of section 170 based upon relevant conditions at that time,
including the condition of the nuclear industry, availability of private
insurance, and the state of knowledge concerning nuclear safety at
that time, among other factors.
Section 12 provides that the provisions of this bill shall not come
into effect unless and until the Reactor Safety Study under the
direction of Dr. Norman Rasmussen, WASH-1400, is completed and
the Joint CQmmittee has submitted to Congress its evaluatiOn of that
study. This provision does not preclude the Commission from preliminary efforts to prepare for implementation of the bill's provisions,
but prevents the substantive changes from coming into force tmtil
the Joint Committee's report to the Congress on the Rasmussen
Study.
XI. CHANGES IN ExiSTING LAw

In accordance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existing law recommended by the
bill accompanying this report are shown as follows (deleted matter is
shown enclosed in black brackets and new matter is printed in italic;
and. existing law in which no change is proposed is shown in roman) :
PUBLIC LAW 83-703
(Atomic Energy Act of 1954, as amended)
"SEc. 11. DEFINITIONS.-The intent of Congress in the definitions
as given in this section should be construed from the words or phrases
used in the definitions. As used in this Act:

*

*

*

*

"q. The term 'nuclear incident' means any occurrence, including
an extraordinary nuclear occurrence, within the United States causing, within or outside the United States, bodily injury, sickness,
disease, or death, or loss of or damage to property, or loss of use of
property, arising out of or resulting from the radioactive toxic,

explosive, or oth~r hazard~ms properties of source, special ~uclear, ?r
byproduct matilnal: Promder:L however, That as the term Is u&ed ·m
subsection 170 I, it shall include any such occurrence outside of the
United States: And provided further, That as the term is used in subsection 170 d., it shall inclu~ any such occurrence outside the United
States if such occurrence involves [a facility or device] source, special
nuclear, or byproduct material owned by, and used by·or under ccntract with, the United States: And provided further, That as the term
is used in subsection 170 c., it shall include any such occurrence outside
the United States if such occurrence ar,ises out ·of or results from the
radi~active toxic, explosive, or other. hazfkrdous properties of source,
specuil nuclear, or byproduct matenal hcensed p·ursuant to chapters
6, 7, 8, and 10 ojthis Act, other than for £mport or export orfor nuclear
ship propulsion, uhich takes place outside the territorial limits of the
·
United States or any other nation."

*

'* .

*

*

*

..

*

"t. The tilrm 'person indemnified' means (1) with respect to a nuclear
incident occurring within the United States or outside the· United States
as the term. is used in subsection 170 c., and with respect to a:r,.y nuclear
incident iri connection with the design, development, cohstruction,
operation, repair, maintenance, or use of the nuclear ship Savannah,
the person wtth whom an indemnity agreement is executed or who is
required to maintain financial protection, and any other person who
may be liable for public liability; or (2) with respect· to. any other
nuclear. incident occurring outside the United States, the person with
whpm ~indemnity a~re~m~~tis executed and.any ?t~~rperson who
may .be liable for pubhc hab1lity by reason of his .activities under any
contract with the Commission or any project to which indemnification
under the provisions of subsection 170 d. has been extended or under
any subcontract, purchase order or other agreement, of any tier, under
any such contract or project.

*

*

*

•

*

•

*

...

*

*

*

"SEC. 170. INDEMNIFICATION AND LIMITATION OF LIABILITY."a. Each license issued under section 103 or 104 and each construction pennit issued under section 185 shall, and each license issued
under section 53, 63, or 81 may, for the public purposes cited in Section
2 i. of theAtmnic Energy Act of 1954, as amended, have as a condition
of the license a requirement that the licensee have and maintain
:financial protection of such type and in such amounts as the Commission in the. exercise of its licensing and regulatory authority and
responsibility shall require in accordance with subsection 170 b. to
cover public liability claims. Whenever such :financial protection is
required, it [shall] may be a further condition of the license that the
licensee execute and maintain an indemnification agreement in accordance with subsection 170 c. The Commission may require, as a furth~r
condition of issuing a license, that an aprlioo.nt waive any immunity
from public liability confeiTed by Federa or State law.

*

*

"b. The amount of financial protection required shall be the
amount of liability insurance available from private sources, except
that the Commission may establish a lesser amount on the. basis of
criteria set forth in writing, which it may revise from time to time,
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taking into con~idera.tion such factors as the .following: (1) the cost
and terms of pnvate msurance, (2) the type, s1ze, and location of the
licensed activ1ty and other facto:r:s pertainin~ ~o the hazard, and (3)
the_ ~~ture ll;fid purpose of t~e hcensed a~tlVlty: Provided, That for
fae1ht1es des1gned for producmg substantial amounts of electricity
and having a rated c_apacity of 100,000 electrical kilowatts or more
the amount of financial protection required shall. be the maximu~
amount available at reasonable cost and on reasonable terms from
private sources. Such financial protection may include private insurance, private contractual indemnities, self insurance, other proof
of financial responsibility, or a combination of such measures and
shall be suhject to such terms and conditions as the Commission may
by r1fl~ •. regula1ion or orde-7:, prescribe. In pr~scri!Jing such terms and
conduwnsfor lwensees requ~red to have and ma~nta~nfinancial protection
equal to the maximum amount of liability insurance available from private
sources, the Commission shall, by rule initially prescribed not later than
4u~t 1! 1976, inclu~e in determinin[J, such maximum amount, private
lmbY:it'll tnsurance a:vailable under an ~ndy.stry retrospective rating plan
provijhnp ~or_ premtum charges ~fe;red ~n whole or major part until
publw lmbiluy from a .nuclear ~nciflent exce~ds, or f!-ppears likely to
~xceed, tkf; level of the prym~ry financU(l protectwn requ_1red of the licensee
tnoolved tn the nuclear tncident; Provided, That 8uch ~nsurance is available to, and required of, all of the licensees of such facilities without
regard to the manner in which they obtain other types or amounts of such
financial protection,, And prt;vided further, That the maxjmum amount of
q,nY; deferred prem~um · whwh may be charged follo~ng any nuclear
~nctdent under such a plan shall be not less than $1J million nor more
than $5 million for each facility required to maintain the maximum
amo·unt offinancial protection. The Commission is authorized to establish
a maxim_u_m a"!o11:nt which the aggregate deferred premiums charged for
each jacil~ty wtth~n any one year may not exceed. The Commission may
establ~sh amounts less than the standard maximum J!'l'emium lor individual
facilities taking into account such factors as the facility's size, location
and other factors pertaining to the hazard. The Commis8ion shall establish
8Uch requirements as are necessary to as8Ure availability of funds to
meet any assessment of deferred premiums within a reasonable time
when due, and may provide reinsurance or otherwise guarantee the payment of such premiums in the e~nt it is 1fOt feasible to establish procedures
~o as8Ure the~r_ payment on a t~mely .bastS through the resources of private
tnd1f8try af!d tnsurance. Any agreement by the Commission with a lice:nsee
or. ~ndemmtor to guarantee the. pq,yment of deferred premiums may conta~n such terms as the Commuswn deems appropriate to carry out the
purposes of this section and to ass-ure reimbursement to the Commission
]or its payments made due to the failure of such licensee or indemnitor
to meet .any of it~ obligations a_rising un4er or in connection with financial
protectwn requ~red under thw subsectwn, including withO'ut limitation
terms creating liens upon the licensed facility and the revenues derived
the:refrom or any other property or revenues of such licensee to secure such
re~mbursement and consent to the automatic revocation ol any license.

*

*

*

•

*

*

•

<~c. The Commission shall, with respect to licenses issued between
August 30, 1954 and [August 1, 1977] August 1 1987 for which it
r~quires fina11cial protection .of less than $560,000,000, airee .to indemmfy and hold harmless the hcensee and other persons indemnified, as

their interest may appear, from public liability arising from nuclear
incidents which is in excess of the level of financial protection required
of the licensee. The aggregate indemnity for all persons indemnified in
connection with each. nuclear incident shall not exceed $500,000,000
including the reasonable cost:r of investigating and settling claims and
defending suits for damage: Provided, however, That this amount of
indemnity shall be reduced by the amount that the financial protection
required shall exceed $60,000,000. Such a contract of indemnification
shall cover public liability arising out of or in connection with the
licensed activity. With respect to any production or utilization facility
for which a construction permit is issued between August 30, 1954, and
[August 1, 1977] August 1, 1987, the requirements of this subsection
Shall apply to any license issued for such facility subsequent to
[August 1, 1977] August 1, 1987.

*

*

*

*

*

*

*

*

*

*

•

*

*

*

"d. In addition to any other authority the Commission may have,
the Commission is authorized until [August 1, 1977] August 1, 1987,
to enter into agreements of indemnification with its contractors for
the construction or operation of production or utilization facilities
or other activities under contracts for the benefit of the United States
involvin~ activities under the risk of public liability for a.substantial
nuclear mcident. In such agreements of indemnification the Commission may require its contractor to provide and maintain financial
protection of such a type and in such amounts as the Commission
shall determine to be appropriate to cover :public liability arising out
of or in connection with the contractual activity, and shall indemnify
the persdns indemnified against such claims above the amount of the
financial protection required, in the amount of $500,000,000, including
the reasonable costs of investigating and settling claims and defending
suits for damage in the aggregate for all persons indemnified in connection with such contract and for each nuclear incident: Provided,
That this amount of indemnity shall be reduced by the amount that
the financial protection required shall exceed $60,000,000: Provided
furthe'r, That in the case of nuclear incidents occurring outside the
United States, the amount of the indemnity provided by the Commission shall not exceed $100,000,000. The provisions of this subsection
may be applicable to lump sum as well as cost type contracts and to
contracts and projects financed in whole or in part by the Commission.
A contractor with whom an agreement of indemnification has been
executed and who is engaged in activities connected with the underground detonation of a nuclear explosive device shall be liable, to the
extent so indemnified under this section, for injuries or damage sustained as a result of such detonation in the same manner and to the
same extent as would a private person acting as principal, and no
immunity or defense founded in the Federal, State, or municipal character of the contractor or of the work to be performed under the contract shall be effective to bar such liability.
"e. The aggregate liability for a single nuclear incident of persons
indemnified, including the reasonable costs of .investigating and
settling claims. and defending suits for damage, shall not exceed (1)
the sum of $500,000,000. together with the amount of financial protection required of the licensee· or contractors or (2) if the amount of
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financial protection required of the licensee exceeds $60,000,000, [:Provided ht:Jwever, That] such aggregate liability shall [inl not [event]
exceed the sum of $560,000,000 or the amount of financial protect?:on
req_u1:red of the licensee, whichever amount is greater: Provided [further],
That with respect to atW nuclear incident oc,wrring outside of the
United States to which an agreement of indemnification entered into
u.nder the provisions of subsection 170d is applic,able, such aggregate
liability shall not exceed the amount of $100,000,000 together with the
amount of financial protection required of the contractor.

"(2) such contracts of indemnification shall cover public
liability arising out of or iq connection with the licensed activity;
and shall include damage to property of persons indemnified,
except property which is located at the site of and used in connection with the activity·where the nuclear incident occurs; and
"(3) such contracts of indemnification, when entered into with
a licensee having immunity from public liability because it is a
State agency, shall provide also that the Commission shall make
payments under the contract on account of activities of the
licensee in the same manner and to the same extent as the
Commission would be required to do if the licensee were not such
a State agency.
"Any licensee may waive an exemption to which it is entitled under
this subsection. With respect to any production or utilization facility
for which a construction permit is issued between August 30, 1954,
and [August 1, 1977] August 1, 1987, the requirements of this subsection shall apply to any license issued for such facility subsequent
to [August 1, 1977] August 1, 1987.

*

*

*

*

*

*

*

"f. The Commission is authorized to collect a fee froti1 all persons
with whom an indemnification agreement is executed under this section. This fee shall be $30 per year per thousand kilowatts of thermal
energy capacity for facilities licensed under sectionl03: Provided, That
·the Commission is authoriz.ed to reduce thefeefor such facilities in reasonable relation to increases .in .financial protection above a level of $60,000,000. For facilities licensed under section 104, and for construction
permits under section 185, the Commission is authorized to reduce
the fee set fort,h above. The Commission shall esttt,b]ish .criteria in
writing for determination of the fee for facilities licensed under section
104, taking into consideration such factors as (1) the type, size, and
location of facility involved, and other faeto!'s peitaining to the
hazard, and (2) the nature and purpose of the facility. For other
licenses,· the Commission shall collect such nominal fees as it deems .
appropriate. No fee under this subsection shall be Jes~ than"$100 per
year.

*

.*

*

*

*

*

*

*

*

*

*

*

*

*

"i. After any nuclear incident which will probably require payments
by the United States under this section or which will probably result in
public liability claims in excess of $560,000,000, the Commission shall
make a survey of the causes and extent of damage which shall forthwith be reported to the Joint Committee, and, except as forbidden by
the provisions of chapter 12 of this Act or any other law or Executive
order, all final findings shall be made available to the public, "to the
parties involved and to the courts. The Commission shall report to
the Joint Committee by April 1, 1958, and everv year thereafter on
the operations under this section.
~
"k. With respect to any license issued pursuant to section 53, 63, 81,
104 a. or 104 c. for the conduct of educational activities to a person
found by the Commission to be a nonprofit educational institution,
t~ ComJ?ission shall exemJ;>t such licens~e from the financial protectiOn reqmrement of subsectiOn 170 a. W1th respect to licenses issued
between August 30, 1954, a11d [August 1, 1977] Aug·ust 1, 1987, for
which the Commission grants such exemption:
"(1) the Commission shall agree to indemnify and hold harmless
the licensee and other persons indemnified, as their interests may
appear, _fr~m public liability in ~xcess <;>f $250,000 aris~ from
nuclear mmdents. The aggregage mdemmty for all persons mdemnified in connection with each nuclear incident shall m>t exceed
$500,'()00,000, including the reasonable cost of investjgating and
settling claims and defending suits for damage;
.

*

*

*

*

*

*

*

"o. Whenever the United States district court in the district where
a nuclear incident occurs, or the United States District Court for the
District of Columbia in case of a nuclear incident occurring outside
the United States, determines upon the petition of any indemnitor
or other interested person that public liability from a single nuclear
incident may exceed the limit of liability under subsection 170 e.:
"(1) Total payments made by or for all indemnitors as a result
of such nuclear incident shall not exceed 15 per centum of such
limit of liability without the prior approval of such court;
"(2) The court shall not authorize payments in excess of 15 per
centum of such limit of liability unless the court determines that
such payments are or will be in accordance with a plan of distribution which has been approved by the court or such payments
are not likely to prejudice the subsequent adoption and implementation by the court of a plan of distribution pursuant to
subparagraph· (3) of this subsection (o); and
"(3) The Commission shall, and any other indemnitor or other
interested person may, submit to such district court a plan for the
disposition of pending claims and for the distribution of remaining
funds available. Such a plan shall include an allocation of appropriate amounts for personal injury claims, property damage
claims, and P.Ossible latent injury claims which may not be discovered untll a later time, and shaU include establishment of
priorities between classes of claimants or claims, as necessary to
ensure the most equitable allocation of available funds.
Such court shall have all power necessary to approve, disapprove, or
modify plans proposed, or to adopt another plan; and to determine
the proportionate share of funds available for each claimant. The Commission, any other indemnitor, and any person indemnified shall be
entitled to such orders as may be appropriate to implement and enforce
the provisions of this section, including orders limiting the liability of
the persons indemnified, orders approving or modifying the plan,
orders staying the payment of claims and the execution of court
judgments, orders apportioning the payments to be made to claimants,
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and orders permitting partial payments to be made before final
determination of the total claims. The orders of such court shall be
effective throughout the United States."

"p. The Commission shall submit to the Congress by August1, 1983 a
detailed report concerning the need for continuation of or modijication to
the provisions of this section, taking into account the condition of the
nuclear industry, availability of private nuclear liability insurance, and
the state of knowledge. concerning nuclear .safety at that time, among other
relevant factors, and shall include recommendations as to the repeal or
modijicatiorv of any of the provisions of this section."

APPENDIX I
TABLE !.-OPERATING REACTORS ASSESSED AT $2,000,000 EACH
[Dollar amounts in millions[

Year

Number of
operating
reactors 1

Assessment

96
112
129
146
159
179
202
228
257
283
312
342
373
407
I

$192
224
258
292

318
358
404

456
514
566
624
684
746
814

Total,
assessment
Insurance plus insurance

$125
1Z5
125
125
125
125
125
125
125
125
125
125
125
125

$317
349
383
417
443
483
529

581

Remain
AEC
indemnity

$243
211
177
143
117
77
31

639
691
749
809
871
939

0
0
0
0
0
0
0

Total,
assessment
Insurance plus insurance

Remain
AEC
indemnity

Based on estimates in WASH-1139 (December 1972).

TABLE 2.-0PERATING REACTORS ASSESSED AT $3,000,000 EACH
[Dollar amounts in millions]

Year

Number of
operating
reactors 1

Assessment

96

$288
336
387
438
477
537

112
129
146
151
179
202
228
257
283
312
342
373
407

606

684
771
849
936
1, 026
1,119 .
1, 221

s Based on estimates in WASH-1139 {December 1972).

(27)

$125
125
125
125
125
125
125
125
125
125
125
125
125
125

$143
461
512
563
602
662
731
809
896
974
1, 061
1, 151
I, 244
I, 346

$.147
99
46
I)

0

I)

0
0
I)

0
I)

0
0
0
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TABLE 3.-0PERATING REACTORS ASSESSED AT $5,000,000 EACH
(Dollar amounts in millions]
!:lumber of
operating
reactors'

Year
1977 ________________________________ _
1978
-----------------------------_
1979....
________________________________
1980 .. -------------------·----------1981..------------------------------1982 ..•. ---------··-----------------1983.-------------------------------1984 ________________________________ _
1985 ________________________________ _
1986 ________________________________ _
1981--------------------------------1988... --------------"·-------------1989 .•.... --------------------------1990 ... -----------------------------1

96
112

I~

146
159
179
202
228
257
283
312
342
373
407

Assessment
$480
560
G45
730
795
895
1, 010
1,140
1, 285
1. 415
1, 560
1, 710
1,865
2,035

Total,
assessment
Insurance plus insurance

Remain
AEC
indemnity

$605
685
770
855
920
1. 020
1.135
l. 265
1. 410
1, 540
1. 685
1. 835
1,990
2,160

0

$125
125
125
125
125
125
125
125
125
125
125
125
125
125

0
0
0
0
0
0

0

0

0
0

TABLE 4.-0PERATING REACTORS ASSESSED AT $10,000,000 EACH
(Dollar amounts in millions(

Year
1977--------------------------------1978 ________________________________ _
1979 ________________________________
______ ------------- --------------_
1980
1981. _______________________________ _
1982 ... ------·----------------------1983 ... ----------·-------------------1984 ____ ------ ----------------------1985 ____ ------ ----------------------1986
----------------------------_
1987 •.•..
________________________________
1988 ____ -- --------------------------1989.. ------------------------------1990___._ ----------------------------1

Asse.ssment

96
112
129
146
159
179
202
228
257
283
312
342
373
407

$960
1,120
1, 290
1, 460
1, 590
1, 790
2,C20
2, 280
2, 570
2,830
3,120
3,420
3, 730
4,070

Based on estimates in WASH-1139 (December 1972).

Insurance
$125
125
125
125"
125
125
125
125
125
125
125
125
125
125.

Total
assessment
plus
insuranc11

Remain
AEC
lrnlemnity

$1,085
1,245
1, 415
1, 585
1, 715
1, 915

0

2,405
2,695
2, 955
3, 245
3, 545
3, 85S
4,195

0

2.1~5

II

0
0

Based on estimates in WASH-1139 (December 1972).

Number of
operating
reactors 1

APPENDIX

0

0

0
0

0
0

0
0
0
0
0
0
0
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STATEMENT OF N.
RASMUSSEN, DIRECTOR; REACTOR SAFETY
STUDY BEFORE THE JOINT CoMMITTEE oN ATOMIC ENERGY HEARINGS ON PRICE-ANDERSON AcT, MAY 16, 1974

Mr. Chairman, I am Dr. Norman C. Rasmussen, Professor of Nuclear Engineering at the Massachusetts Institute of Techno.logy. For
the last year and a half I have been a consultant to the Atomic Energy
Commission, and, during that time, I have been the director of a study
to assess the risks to the public from accidents in nucl_ear power plants
of the type being built in the United Statestoday. I ~;tm happy to say
that the study is now nearly complete. We are now in the. process of
reviewing anq chec~ng the numerous calculations in thisri~:k analysis.
Until that process is finished and we are completely satisfied that, to
the best of our knowledge, the results are accurate, I do not think it
would be appropriate to (l.jscuss the specific results in d('ltitil. I anticipate that a dra.ft of this report will be issued for cdmment frorri interested parties early this Sllllll:Uer. Nevertheless, I :am prepared to discuss
here today some general conclusions that the study has produced that
may be useful to you in your consideration of the renewal of the Price..
Anderson legislatiOn.
.
Let me start by reviewin~ the nature of the riskto the p:llb!ic from
power reactors, and then discuss factors that effect.the magmtude of
the consequences. The latter part of this testimony will discuss the
br<i>ader '3-oostion of the total nsks to society and some of my personal
observatwns about the insurance question.
An operating mJ.Clear power station contains a large quaptity of
radioactivity which is produced by the nuclear processes that take
place during its operation. The vast majority of this radioactivity is
produced inside the uranium dioxide fuel. Relatively small amounts of
radioactivity collect in other parts of the system during its operation.
These sources outside the fuel are so small that their accidental release
would not have a serious effect on the public health and safety, although they might contaminate the plant and its immediate surroundings and ~~e decontamination process co_uld represent an economic loss
to the utihty. In order to have an acc1dent large enough to produce
serious public consequences, it is necessary td release a significant
fraction of the radioactivity contained within the fuel. Considerable
experimental work has shown that to do this requires heating the fuel
.
to its melting point of about 5,000° F.
The above facts have long been recognized by the designers, operators ap.d regulators of nuclear reactors and so a great deal of attention
has been paid to this problem with the intent of making the probability
of accidents leading to core melt very small. Our study's preliminary
indications.are that the probability of such accidents is, indeed, quite
small. No~ surprisingly, however, we have identified some ways where
;,

(29)
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with modest effort the probability could apparently be made somewhat
smaller if that is determined to be necessary. These matters will be
discussed in detail in the final report and I shall not go into them in
detail here today, pendin~ our final review of all calculations..
Let me turn my attentiOn now to the consequences of meltmg the
core. The consequences of core melting depend principally upon three
factors: (1) how much radioactivity ~ets released into the enVll'onment,
(2) how this radioactivity gets dispersed in the environment by
existing weather conditions, and (3) the number of people and the
amount of property exposed.
The amount of radioactivity that gets released from the nuclear
plant into the environment depends upon how much is released from
the core during the melting process and how much of this is trapped
inside the containment prior to its escape. All plants have provisions
to trap radioactivity Within the containment. In addition there are
natural processes that lead to deposition of many of the radioactive
species on the walls and other surfaces in the containment building.
In most core melt accidents these processes would be expected to be
quite effective in reducing the amount of radioactivity released. However if an analyst were asked that the worst possible release could be,
he could imagine a series of unlikely circumstances where the processes
for removing radioactivity would not be very effective and a much
larger release would result. Our analysis of core melt accidents shows
just this effect, namely, that the inost likely course of events following
core melt results in rather modest releases and larger releases are
even less likely to occur. This means, of course, that the largest release
is considerably less likely than the expected or typical release in such
an accident.
Now let us consider the weather conditions that cause the dispersal
of airborne radioactivity into the environment. There are many
weather conditions in which there is very rapid dilution of released
pollutants. Under ·these conditions even a large release would be
dispersed so quickly that the public consequences would be rather
small. Of course, during a small percent of the time, unfavorable
weather conditions associated with stron~ inversions and low wind
speeds exists. In such weather the radioactivity is diluted more slowly
and public consequences can be more severe. Not only must this
unfavorable weather exist, but it must continue to exist for many
hours after the accident for the worst consequences to occur. Of
course the likelihood of the most unfavorable weather, therefore,
becomes quite small. Thus, as in the case of the release from containment, we find that the average weather effect for a large release is to
produce modest consequences and more severe consequences are
associated with weather conditions that are less likely to occur.
Next let us look at the people and property exposed. The number
of people in a particular direction from a reactor site varies from
close to zero for those directions out over the ocean or over large
bodies of water to a few cases where the ~opulation density is several
thousands of people per square mile within 10 or 20 miles of the site.
Since the value of real_property is about proportional to population
density, both health-effects and property dama~e will depend on the
number of people over which the radioactiVIty is dispersed. An
analysis of the population density near reactors shows that 90
percent of the area has populations a factor of 10 smaller than the
highest and 50 percent has populations a factor of 100 less than the

highest. The very high populations cover only 1 percent of the area.
Thus, ~ven a release of radjoactivity, we would expect the high
population areas to be exposed 1 percent of the time and on the average
(i.e., 50 percent of the time) the exposed population to be a factor of
100 smaller. This, of course,. means that, other factors being equa],
the consequence would be a factor of 100 less.
From the above discussion we see that three random factors, the
type of release, the type of weather, and the population density
exposed, affect the overall consequences of a core melt accident. On
the average we have found that these combine togive modest consequences following core melt. Only under very unlikely circumstances
would we expect to see the worst release combined with the worst
weather combined with the highest population density exrosed.
Although the analysis done in WASH-740 showed a number o cases
with very small consequences· no attempt was made to estimate the
likelihood of these cases relative to the worst ease that was calculated.
As a result attention focused on this worst case and many people
came to believe that if a reactor core should melt these very serious
consequencea would surely result. From the above discussion we see
this is not the ease. In fact the likelihood of various consequences
of a nuclear accident show a distribution that is characteristic of all
other types of man-caused accidents which can be studied from
h~storieal data. T~at ,is, the likelihood of small consequences are much
htgher than the likelihood of large consequences, and the most likely
consequence of a given type of accident is much smaller than the
worst accident that clever people can imagine.
The nuclear industry is to some extent the victim of its excellent
safety record. We have accumulated in the United States well over
1,500 reactor years of experience in water reactors. This includes
about 200 reactor years with commercial power stations; the rest are
military reactors. There has never been an accident that has led to
injury of the public, let alone an accident involving core melting. Many
critic~ uf nuclear power take advantage of this lack of. experience
with· l:!erious accidents such as core melt by saying that if it occurs
it will be a catastrophe in terms of public consequences. The catastrophe they describe is one associated with the worst set of events they
can imagine, regardless of how unlikely the events. This has led to the
belief by many people that power reactors present a public risk with
consequences much larger than any of the other activities society
pursues. Our study has shown that this is not the case, and, in fact, a
number of other activities of society could produce under very unlikely
circumstances accidents of similar consequences.
One example of interest regarding large non-nuclear risks in our
society comes from the consideration of earthquakes. We have all
heard of the very large 1906 San Francisco earthquake in which there
were approximately 750 fatalities. The question has often been asked
about what consequence an earthquake of a similar size would cause
today. A recent study by the National Oceanic and Atmospheric
Administration has estimated that an earthquake of such size could
occur on the average of e:v:ery JOO.y:ears and could cause fatalities in
the range of 10,000 to 20,000. * The study also notes that if the earthquake were to also cause dam failures in the area another 10,000 or so
people would be killed.
*"A Study of Earthquake Losses In the Los Angeles, California Area", prepared by NOAA for the Federal

DlsasteltAs..'<lstance Administration, 11113.

32
· Le~ me give ~nother iUustration of these points based on my ~wn
expenence. Durmg the last year I have asked many non-techmca;l
people wl1at they feel is the largest possible consequence of an airplane
crash in tenns of fatalities. Almost all gave an answer in the range of
300 to 400. When asked how they arrived at this number most said
they had heard of manv airplane crashes and none had killed more
people than 300, and, besides, the largest planes could carry only this
number. I then pointed out it might be possible for two planes to
collide. Most then revised the number upward to 600 or so. I then
suggested that a plane might crash into a crowded place on the ground.
Most then increased their estimate by 100 or so more. Finally I
suggested that the crash might he into a crowded sports stadium and
kill 10,000 or more. Although they recognized· that this was hypothetieally ·possible almost all felt it was un.realistic .to believe that it
would really ever happen. None of these peoplereahzed that the very
serious postulated reactor accidents that they have heard about involve
an even more unlikely combination of circumstances. "This has come
about because there has been a tendency, in the absence of any real
experience with serious nuclear accidents, to ask what is the 'Yorst
that ~oul~ happen .and clever people can t~ink o~ some very ur;hkely
combmat10ns of ctrcumstances. The safety philosophy apphed to
nuclear power plants which ·uses a mimber; of hypothetical accidents
to set safety design requirements has also been in part responsible
for this. ·
·· ·
:
·
I hope our study will help people un~erstand t4at ~he most likely
consequence of a core melt aeeident, wiuch itself is unhkely, w'Ould be
quite modest,· in fa.ct,. no worse than many· other kinds of accidents
such as this and airplane crashes that society has experienced. Just
as it is p'Ossible to imagine an airplane crash producing 10 'Or 100
times more serious."Consequence than the average· under avery unlikely
set 'Of circumstances, it is also possible to identify an unlikely ~t of
circumstances in which reactor accidents could produce much more
· ..
.
·
serious consequences.
The question that now arises is whether Price-Anderson legislation
is needed. We now have about 40 nuclear plantB in operation and more
than 110 more under construction or on order. These 150 plants represent about a $70 billion investment. According to sev£rttl recent
studies, they can be expected to produce electricity for about one-half
a cent a kilowatt-hour less than fossil fuel plants at current fuel prices.
If these plant,; have a load factor of 70 percent they will represent an
annual saving to society of more than $4 billion over the cost of
electJicity produced by fossil plants. It should thus be dear that, even
if a reactor accident were to ·occur that caused signi'fic.ant property
damage, the saving in cost of electdcity due to use of nu'Clear power
combined with the low likelihood of such an accident indicates that
the property damage costs would not r~present a large burden on our
economy. It seems to me that by the m1ddle 1980's the nuclear power
industry shouM be quite capah'le of dealing with any loss it might
possibly encounter.
I believe the present legislation you are considering, which provides
for a gradual phasing..:out of the Price-Anderson insurance and a takeover by the ins11rance pools and the nuclear industry, is a good approach
to this problem. At this time, I see no reason for changing the current
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$560 million limit. Of course, completion of the Reactor Safety Study
may shed more light on this matter.
While it is possible there may be nuclear accidents ·with more severe
consequences, so are there accidents possible in many other industries
that !foO beyond the levels of insurance obtainable. It is also possible to
imag~ne very unlikely circumstances in many industries that would
lead to ,public consequences beyond the fmancial capabilities of these
compames. This is true of some of those companies that process and
transport large quantities of explosive, poisonous, or flammable materials. It may also apply to some of those companies that supply large
quantities of food and medicine.
Society accepts these risks because the commodity being handled is
considered es.<;ential, because the event is so unlikely that it is not
considered to be credible, or, perhaps in a few cases, because it is not
understood how large the consequences might be.
Past history has shown that when natural or man-caused events such
as this occur, society, usually through its government, act<> to help the
victims of the unfortunate event. I have no doubt that should an event
of this type happen in the nuclear or any other industry the Congress
and the Government would take whatever action was necessary to help
those involved.
In summary, I believe that the proposel before you represents a
~easonable way t? phase out the. q<?vermnent.responsibility for ~uclear
msurance an~ shift the resp?ns1b1lity to the· msurance compames and
the nuclear mdustry. I beheve that the current $560 million limit
is reasonable value at this time and will cover all combinations of
circumstances which can reasonably be considered· credible. The N ationa! Safety Council now re~orts that accidents in the U.S. are currently causing 100,000 fatalities per year and an economic loss of $30
billion per years. Any reasonable estimate of probability and consequences of nuclear accidents indicates that they would not have a
significant impact on this already large accident burden tha.t society
. bears.

0

93d Con~ress }
2d Sess10n

HOUSE OF REPRESENTATIVES

{

REPORT

No. 93-1115

REVISING AND AMENDING THE PRICEANDERSON INDEMNITY PROVISIONS OF
THE ATOMIC ENERGY ACT OF 1954,
AS AMENDED

REPORT
BY THE

JOINT COMMITTEE ON ATOMIC ENERGY
TOGETHER WITH

SEPARATE VIEW
[To accompany H.R. 153'23]

JuNE 18, 1974.-Committed to the Committee of the Whole House

on the State of the Union and ordered to be printed

U.S. GOVERNMENT PRINTING OFFICE
34-761

WASHINGTON : 1974

CONTENTS
JOINT COMMITTEE ON ATOMIC ENERGY
JOH~

MELVIN PRICE, illinois, Chairman
0. PASTORE, Rhode Island, Vice Chairman

CHET HOLIFIELD, California
JOHN YOUNG, Texas
TENO RONCAI,IO, Wyoming
MIKE McCORMACK, Washington
CRAIG HOSMER, California
JOHN B. ANDERSON, Illinois
ORVAL HANSEN, Idaho
MANUEL LUJAN, JR., New:VIexico

HENRY M. JACKSON, Washington
STUART SYMINGTON, Missouri
ALAN BIBLE, Nevada
JOSEPH M. :MONTOYA, New MexiCO>
GEORGE D. AIKEN, Vermont
WALLACE F'. BENNETT, Utah
PETER H. DOMINICK, Colorado
HOWARD H. BAKER, JR., Tellllllsse&
EDWARD J. BAVSER, Exe":tice D're~tor
GEORGE F'. MURPHY, Jr., Deputy Director
JAME..~ B. GRAHAM, Assistant IJirector
NORMAN P. KLUG, Technical Consultant
Brig. Gen. ALBION W. KNIGHT, Jr., (USA Ret.), Professional Staff Membe~
RANDALL C. STEPHE:!\8, Professional Staff Member
JA><Es T. RAMEY, Conmltant
JANE R. MAPEs, Special Counsel
LAWRENCE 1>'. ZENKER, GAO OoniJU!tant
CHRISTOPHER C. O'MALLEY, Printing Editor
(II}

p._

I.
II.
III.
IV.
V.
VI.

Background------------------------------------------------IIearings---------------------------------------------------Provisions of current act_ ___________________ ---- _____________ _
Studies----------------------------------------------------Need for legislation___ ____________________________________ .:._
Discussion of bilL__________________
____________________ _
A. Phaseout of Government indemnity ____________________ _
B. Increase in limit on liability ___ ---- ____________________ _
C. Extension of indemnity coverage outside United States
territorial limits ________________ ------ ______________ _
D. Additional considerations ____________________ _
VII. Safety of nuclear facilities____
--------------VIII. Comparison with other Federal programs of disaster assistance and
insurance------------------------------------------------IX. Cost of legislation ______________ ----- __ --------------------- __
X. Section-by-section analysis ________________________ ---------- __
XI. Changes in existing law________
------------------------Separateviews of Representative Teno Roncalio _____________________ _
Exhibit!_________
------------------------------------_
Exhibit II ___ -- ______________________________________________
APPENDIX

[tables] ___________________________ _
(DI)

2

3
4:

4
5
6
6
9
10
12
13

15
16
16
18

25
30

31
33

93n CoNGRESS
~d

Session

} HOUSE OF REPRESENTATIVES {
. REPORT
.
No. 93-1115

REVISING AND AMENDING THE PRICE-ANDERSON
INDEMNITY PROVISIONS OF THE ATOMIC ENERGY
ACT OF 1954, AS AMENDED

JuNE 18, 1974.~Committed to the Committee of the Whole House on the State

·

of the Union and ordered to be printed

·

Mr. PRICE of Illinois, from the Joint Committee on Atomic Energy,
submitted the following

REPORT
together with
SEPARATE VIEW 1
[To accompany H.R. 15323]

The Joint Committee on Atomic Energy, having considered H.R.
15323, to amend Sections 11 and 170 of the Atomic Energy Act of 1954,
as amended, hereby reports favorably thereon, with amendments,
and recommends that the bill do pass.
The amendments to the bill (H.R. 15323) adopted by the Joint
Committee in open mark-up session, June 13, 1974, are as follows:
Page 2, line 5: delete "Unted" and insert "United".
Page 5, line 14: delete the word "standard".
.
.
Page 5, line 16: after the word "charged", insert the phrase, "following any nuclear incident".
Page 5, line 18: Following the sentence ending with the word;
uprotection.", add a new sentence, to read as follows: "The Commission is authorized to establish a maximum amount which the aggregate
deferred premiums charged for each facility within one year may not
exceed."
Page 6, line 21: delete the figure u1997" and substitute therefor
the figure "1987".
Page 6, line 22: l?ollowing line 22, insert the phrase, "August 1,
1977" in the last sentence wherever it appears".
Page 6, line 23: delete the figure "1997" and substitute therefor the
figure "1987".
·
Page 7, lifl,e 2:Idelete the figure u1997" and substitute therefor·
the figure "1987".
t

Seep. 25.

(1).

2

3

Po,ge 9, line 9: delete the figure "1997" and substitute therefor the
'figure "1987".
·
Po,ge 9, line 20: delete the figure "1987" and substitute therefor
"1983".

1974, by Chairmmt Price (for himself and Mr. Hosmer) as H.R. 15323.
The Joint Oommittee met again on June 13, 1974, in open session and
voted to report favorably on the bill with amendments by a roll call
~ote of 11 to 2.
•

I.

BACKGROUND

The Price-Anderson Act was ena.cted in 1957 and extended and
:amended in 196.5 and 1966.1'he Act was designed to protect the :public
:and··-the emergm:g nuclear !nd~stcy by ~s~uring the availability of
funds for: th_e payment of clatms m t~e unlikely event of a catastrophic
nuclear mmdent. Among other thmgs, the Act provides funds for
public liability in the event of a nuclear incident up to a total amount
of $560 million. This figure represents the sum of the amount of
Government indemnity fixed at $500 million by the Congress and
the then-exi~ti?-g (1957) maximum av,ailabl~ private liability ~sur
a_nce, $60 rm~lion. The amount of ~nyate msurance has gradually
n_sen, so that It stands now at $110 million; the Government's indem?-Ity has commensurately decreased to $450 Inillion. Other features
mcluded ~D: tl:le Act by the amendments of 1966 are no-fault liability
and proVIsions for accelerated payment of claims immediately upon
occurrence of a nuclear incident.
~ince the. enactm~nt of the Price-Anderson Act, there has not been
a smgleacmdent which has resulted in indemnity payments for public
injury un~er its provisions. This ~mtstanding safety record has been
!tccompamed by_ a gradual g~owth m the nuclear power industry which
Is now acceleratmg at a rapid pace. Thus the Price-Anderson Act has
served w~ll.its dual purpose of protec~ion of the public and elimination
of a potenti~l deterrent to th~ establishment of a nuclear industry.
The Act .1s sc~eduled to. expire on August 1, 1977. Because of the
long-lead tim~s mvolve~ m plalllling new commitments to nuclear
powert the Jomt C!>mrmtte~ has. been urged to consider the matter of
e~tenswn and po~s1ble modificatiOn of the Act during the present sessiOn of Congress m order to prevent an unwarranted disruption in the
planmn~ process for nuclear powerplants, such as might result from
uncertamty over the future of the Price-Anderson Act. In order to
p~rmit .early consideration in the current Congress, the Joint Comrmttee m July 1973, requested the Commission to submit studies and
alternativ~ proposals in the. i~demnity area. In response to this call,
the Atomic Energy CommissiOn filed a broad based staff study in
Janu~ 1974 ~nd the Columb~a University Legislative Drafting Fund
:subrmtted an mdep~ndent re.VIew sponsored by the Atomic Industrial
Forum.- Months of mfo_rmal mterchange among members of the Joint
Comrmttee, the Atormc Energy Commission, and their staffs and
!eprese~tative~ of priv,ate. industry and the general public cu~ated
m public hearmgs begmnmg on January 31, 1974. On April 22 1974
th~ At<?mic E?-ergy C?mmission forwarded to the Congress pr~posed
legiSlation which was mtroduced as H.R. 14408 by Chairman Melvin
Price of the Joint Committee on Atomic Energy-o:rT April25, 1974, and
asS. ~452 by Senator John 0. Pastore, Vice-Chairman of the Joint
Comrmttee, on May 7, 1974. Additionally, a related bill, S. 3254 was
in~oduced by Sen_ator Mike Gr~:tvel on March 27,1974.
Following public hearings, held on May 9, 10, 14, 15, and 16 1974
the full committee met in executive session on June 11 1974 and
after careful consideration voted to submit a committee' bill u;_ lieu
of the above-mentioned measures. The bill was introduced on June 11,

II.

HEARINGS

Public hearings on the possible modification or extension of the
Price-Anderson Act were held on January 31, March 27 and 28, 1974,
:and hearings on H.R. 14408, S. 3254 and S. 3452 were held on May 9,
10, 14, 15, and 16, 1974. An informal planning committee, drawn from
the Joint Committee staff, the Atomic Energy Commission, the legal
profession, the commercial power and insurance industries, and public
-citizen groups, assisted the Committee and staff in regard to the scope
-of the hearings and potential witnesses.
The following witnesses from the Atomic Energy Commission
appeared before the Joint Committee to present testimony· or to
:assist in the development of the record: Dr. Dixy Lee Ray, Chairman;
William 0. Doub, Commissioner; Marcus Rowden, General Counsel;
:L. Manning Muntzing, Director of Regulation; and Jerome Saltzman,
Deputy Chief, Office of Antitrust and Indemnity, Directorate of
Licensing.
·
Other non-govertlmental witnesses who appeared one or more times
:are:
Elmer Dee Anderson, Private Citizen, Valparaiso, Indiana.
Dr. W. H. Arnold, Jr., General Manager, PWR Systems Division,
·
Westinghouse Electric Company.
George K. Bernstein, Federal Insurance Administrator, HUD.
Arthur C. Gehr, Atomic Industrial Forum.
Frank P. Grad, Director, Legislative Drafting Research Fund,
Columbia University.
H~old P. Gr!len, .Professor of Law, National Law Center, George
Washmgton Umversity.
Gerald R. Hartman, •Professor of Insurance and Risk, Temple
'University.
Joseph F. Hennessey, Bechhoefer, Snapp and Trippe; Washington, D.C.
.
Larry Hobart, Assistant General Manager, American Public Power
.Association.
'
Mrs. Judith H. Johnsrud, Central Pennsylvania Committee on
Nuclear Power.
Dr. Chauncey Kepford, York, Pennsylvania, representing the
Environmental CoalitiOn on Nuclear Power.
Hubert H. Nexon, Senior Vice-President, Commonwealth Edison
<Company, representing Edison Electric Institute.
Norman C. Rasmussen, Department of Nuclear Engineering,
Massachusetts Institute of Technology.
Charles A. Robinson, Jr., Corporate Counsel, N1:1otional Rural
Electric Cooperative Association.
Mrs. LaurieR. Rockett, Greenbaum, Wolff and Ernst, New York
City, New York.
.
Ms. Ann Roosevelt, New York, on behalf of Friends of the Earth.
Richard A. Schmalz, Hartford Insurance Group, representing
Nuclear Electri{) Liability- Insurance Association.
Chauncey Starr, Electric Power Research Institute.
Mark Swann, New Park, Pennsylvania.
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Martin Victor, V.P. and Secretary, Bab.cock & Wilcox Company.
Richard Walker, Partner, Arthur Andersen & Company.
Bruce L. Welch, Director Environmental Studies, Friends Medica{
Science Research Center, Inc.

Print of March 1974 entitled, <~Selected Materials on Atomic Energy
Indemnity and Insurance Legj.slation".
.
. .
. The major studies were those by the Atonnc Energy CommiSSIO!l
and by the Legislative Drafting Research Fund of Co~umbia Umversity. The latter, an independent study, resulted ill a report
December 12, 19:73, entitled ''Major Issues of F!nancial. Protectit?n
in ~uclear Activities". Among the proposals which ar~ illcluded ill
the Joint Committee print and which were discus?ed. ~n !he AEC
and Columbia studies was a P:t:Opos.al by the nuclear h!'hlity msurl!'nce
pools for a retrospective premmm illsurance plan. Thts plan, modified
somewhat became the basis of legislation submitted to the Congress
by the Atomic Energy Commission, subsequently i~troduc~d by
Chairman Price in the House as H.R. 14408, and by VIce Chauman
Pastore in the Senate asS. 3452, and which has been further modified
by the Joint Committee into the bill now being reported.
Other proposals included a Commission staff study proposal for a
contingent fee system, and proposals ~y former AEC General Couns~l
Joseph Hennessey, Professor Harold Green, and former Pennsylvama
Insurance Commissioner Herbert S. Denenberg. These proposals are
not discussed in this report, but can be found in the committee print
described above, and were ~scussed durin_g. the hearings.
.
Senator Gravel's bill constituted an additwnal proposal which was
.considered at the hearings and is discussed in this report.

III.

PROVISIONS OF CURRENT

ACT

· The Price-Anderson Act is incorporated· in the Atomic Energy Act
m Sections 2, 11, 53, and 170. Its major provisions are described below.
The Atomic Energy Commission must require as a condition for
certain licenses, including those for nuclear power plants, that the
licensee maintain financial protection for payment of third party
liability claims in the event of a nuclear accident, in the amount
required by the Commission .. The AEC :tnay also at its discretion.
require the protection for its contractors and other types of licensees.
For any power reactor with an electric capacit;v of 100 Mwe or mor~
the Commission must require financial protectiOn e9ual to the maximum available from private sources. Currently this Is $110 million.
. The Commission is also required to execu'te an indemnity. agreement with its contractors and with each licensee required to maintain
financial protection, agreeing to indemnify the licensee and any other
parties liable for claims arising from a nuclear incident above the
amount required, up to $500 million. The indemnity agreement
extends for the life of the license (usually 40 years for power reactors).
, The aggregate liability for damages arising from a nuclear ineident
is limited to $560 million within the U.S ..and $'100 million plus the
financial protection required of the licensee for incidents occurring
outside the U.S. All vendors, architect-engineers, subcontractors,
and other parties are protected from liability by the omnibus feature·
of the licensee insurance and the Government indemnity.
Non-profit educational institutions licensed. to operate reactors are
exemJ;>ted from the financial protection requirement and are indemmfied by the Commission for payment of claims exceeding
$250,000, in an amount up to $500 million.
Damages to offsite property of the licensee are covered by the
insurance and indemnity.
· The Commission may require the inclusion in any insurance
contract or other proof of financial protection and in its indemnity
agreements of provisions waiving any defenses based upon conduct
of the claimant or fault of the indemnified person, charitable or
governmental immunity, or statutes of limitations which are shorter
than a specified duration. The waivers apply in any instance where
the Commission determines there has been an extraordinary nuclear
occurrence, as defined by the Commission.
. Provisions are also included for prompt payments to injured parties
and for consolidation of all claims into a single Federal district court.

IV.

STUDIES

Various groups have studied the problem of nuclear insurance and
indemnity in the past year, and several reports and proposals were
reviewed by the Atomic Energy Commission and the informal planning
Co!J:!.mittee headed by former AEq Commissi?rier James T. Ramey,
servmg as a cqnsultant to ~he JOint Committee. The studies and
proposals and related material are included in a Joint Committee

v. NEED FOR LEGISLATION
The Price-Anderson Act applies only ~o licenses i~sued prior. to
August 1977. Nuclear power plants now ill the plannillg and design
phases 'would not receive construction permits until about 1977-19?8.
Thus there. is uncertainty as to wheth~r thes~ plants would receive
protection ill thwform of Government illdemmty. Reactor manufacturers and architect-engineers are already requiring escape clauses in
their contracts to permit cancellation in the event some form of protection from unlimited potential liability is not provided. Action is
required soon to preyent disrupt~on in l}tility plans .~or n_uclear po~er.
The study by the Coluinbta Umvers1ty Legislative Draftmg
Research Fund examined the situation that would prevail if the PriceAnderson Act were to be allowed to expire. The study concluded 'that
the resulting legal situation in the event of a nuclear incident would be
chaotic. Injured par.ties ~ould be. s~bject to whatever. tort !aw·prevailed in the State m which the mctdent occurred or m which they
suffered harm. There would be wide variation in the grounds for
recovery, the standards of proof, a.nd the defenses available to the
defendants. Recovery would be uncertain and could be delayed for
many years. The potential for unlimited liability might drive smaller
manufacturers, architect-engineers, and component suppliers out of
the nuclear business and could serve as a deterrent to entry by other
·
firms. The report's conclusions were summarized as follows:
"The primary defect of this a~te:native is its fai~~e. to. afford
adequate protection to the public 1:0. terms of ~ro~1~mg mtJ;ter .a
secure source of funds or a firm basts of legal liability. While 1t
does have the theoretical a,dvantage of placing no legal limit on
amount of protection available, as a practical matter, the public
would be less assured of compensation than under the PriceAnderson Act. Adoption of· this alt~rnative would also, for the
H.R. 1115-21
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reas?~s d~scusse~

in Chapters 3 and 4, tend to discourage tb&
bartiCipatwn of mdustry in the np.clear field. If in other respects
~mgress adopts a po~cy of con~mued. encouragement, inaction
With resp~ct to fina.nc1al protectiOn will not advance, and will!
probably. Impede_, tlp.s policy.
. Assum1n~ no s1gnifi~ant chan~e in the insurance patterns of the
mdustiJ:', this alternative .also fails to meet the criterion of efficient
a?-d eqmtab.le cost allocat10n.through risk sereading. With the posslbl~ exceptiOn of the apprmnmately 100 million dollars insured by
the msurance pools, the entire risk of an accident would fall under
the law of most states, either on the.victim who was barr~d from
recovery by a technical d~fense, failure of proof, or inabilit~ of
~he defendant to .pay a Judgment, or on the particular utility
mvolved and posSibly it~ contractors or suppliers, and on their·
consumers. And ~he entire .cost would arise after the accident
!:tad occurred. This. a!t_ernatlv.e thus makes use of little, if any,.
mtertemporal and, IJ?ltiall:y, vrrtually no interpersonal spreading.
Intell!ersonal _spreadmg nnght be achieved later as the companies.
held li~ble s~te~ . the cost onto their consumers. Although theall.ocatt?n ?f liab!Jity to . the industry does appear to· meet thethll;d cntenon of mternahzat10n, to the extent that victims of an
ac~tdet;!t are unabl~ to recover from the industry, even this crit~non Is not met. Fmally, because of the potential problems.plain~iff~ may en~ounter in seeking damages under state law, recovery
Is like!y to mvolve excessive time and expense. In sum, this al~~attve meets only one of the four basic crite'ria, that of internalIZati?n of costs_, and meets that only in part".
The Jo~t C?m~ttee has received numerous letters from companies.
an~ orgamzat10ns 1t;1 ~he nuclear industry, urging extension of the
Price-.Ande!son Act m 1ts present or a modified form. These letters as.
well .as testtiD:ony at the hearings have stressed the importance of the
Act m removmg a deterrent to development of the nuclear industry
and t_he need for prompt action to clarify the situation that wili
prevail after 1977.
VI. DISCUSSION OF BILL .
The bill propo~d by the At?mic Energy Commission provided for
a ten-year extensiOn of the Price-Anderson Act and for three major
~hll;llges--;-q). phase out of Government indemnity, (2) increase in
linn~ of.lia~ili~y, and (3) ex!ension of indemnity coverage outside the
temtonal h~ts of the Umted States for certain limited activities.
The Comnntt~e generally concurs in the Commission's proposal,
except as descnbed below.
A. PHASEOUT OF GOVERNMENT INDEMNITY

AEC Proposed Bill

The A¥C Bill provides sp~cific authorization.for the commission
to establish b:y rule, regulatiOn or order the terms and conditions
of the financial pr~tection r~quired of nuclear licensees. AEO
I?roposes, under this. autbonty! to. require participation, by
licens~es who ar~ req~rred to mamta.m the maximum amount ot
financial .Protection, m an insurru:ce. retrospective r~~g ,p,lan
whereby m the event of a nuclear mc1dent resulting in damages.

exceeding the bllS.e layer of insurance, each licensee would beassessed a deferred premium which would be a prorated share Gf
the excess dama..,.es. A matimum amount would be established
which the retro;pective premiums for each facility could not
exceed. If, for instance, at some time in the future, a maximum
level of $3 million per reactor were set and a total of 100 reactors
bad been licensed. up to that. time, t.hen $300 million wop.ld ~
available at that ttme to provtde for payment of damages m this
secondary layer over and above the base insuran_ce. As morereactors were licensed, th~ ~econdary layer would mcreas~ propo~tionately. The Comnnsswn proposed to set the mBXlmum
premium by rule:
.
.
.
.
The CommissiOn would continue to proVIde mdemmty for
payment of damages exceeding the combined primary and secondary layers, up to a total of $560 million. As the secondary la~er
increased it would gradually phase out tl;le government mdemnity.'The date at which this would occur would depend on
the amount set as the maximum premium and on the rate at
which reactors were licensed. The tables in the appendix to this
report illustrate how this phase out would occur for various prennum levels.
The Commission :proposes ~o require present J!.censees t~ enter
into the retrosp~ctive premt~m plan p.nder 1~s authonty to
establish the maXImum f!.nanctal J?ro~ct10n r~qmred. Th~ Commission believes that th1s authonty 1s suffiment to requrre the
part,icipation of such licensees in the plan.

S-3254
S. 3254 would immediately terminate the authority of the Commission to enter into agreements to indemnify licensees of nuclear
power plants and other facilities. The Commission's authority
to enter into indemnity agreements with its contractors would
tenninate on August 1, 1977. The financial protection requirements for licensees would remain. No specific treatment is given
to licensees who have entered into indemnification agreements
before that date.

Joirnt Committee Comments:

The Joint Committee has from the time of the inception of the
Price-Anderson Act endorsed the concept of the assumption by
the nuclear industry of the risks associated with nuclear incidents.
The industry in its early stages of development, however, was
not capable of assuming this u.nique risk, which bas generally
been considered to have extremely low probablility but potentially
l~e consequences. While the probabilities of severe nuclear
accidents appear now to have been overestimated, the industry is
just now reaching the point where the government's role can be
phased out without the possibility of unduly disrupting the
industry's development or of leaving the public with inadequate
provision for relief from the highly improbable severe nuclear
incident which the Act is designed to protect against. The Co~
mission's proposal as embodied in the Joint Committee billJis
con-siaered. the most expeditious means for the .transfer of responsibility. An abrupt termination of Government protection

9
such as 8-3254 provides for is not considered appropriate at this
time, in light of the still relatively small number of nuclear
reactors now licensed.
'".J::he Joint Committee desires that the Government indemnity
be phased out as soon as is reasonably feasible. Consequently, the
bill provides that the Commission must set the level of the
standard maximum deferred premium at no less than $2 million
per facility. The Joint Committee has also established an upper
level for the premium of $5 million per facility. This limitation
was considered necefjsary to assure that smaller utilities are not
hampered in efforts to raise capital by a too-high potential
liability. The bill thus establishes a range within which the
Commission shall set the maximum premium taking into consideration the objectives on which these statutory limits were
based and other pertinent factors. The range was further intended to enable the termination of the Government indemnity
between about 1981 and 1985. The Commission is directed to
consider this time frame as a guideline in establishing the premmm.
'The Commission is authorized to establish a maximum deferred
premium lower than the standard premium for any facility
based upon such considerations as size and location. This authorization IS included to permit such variations if the Commission
finds they are warranted.
The Joint Committee has added to the legislation a target
date of August 1, 1976 for completion of Commission action to
iinplement the deferred premium plan. This should provide ample
time for a rulemaking proceeding.
Authority ancl direction has also been provided for the Com~
mission to establish measures to ensure that the deferred premiums will be paid when they are called for following a nuclear
incident. The Commission is directed to assure these payments
to the maximum extent possible through the resources of the
nuclear and insurance industries. Representatives of insurance
companies indicate that the insurance pools could provide
coverage for up to $30 million in defaults initially, and that this
sum could be increased l'ater. The Joint Committee believes the
industry and the AEC should make every effort to provide additional coverage by insurance and industry.
In order to prevent a potential gap between the public pro~
tection pledged and actual payments made, the Joint Committee
added authorization for the Commission to serve as the ultimate
assurance to the public for these payments, to the extent necessary. This may be done· through reinsurance, guarantees, or
other means. If the Commission should determine that a guarantee
of payment is essential, authority has been provided to permit
recovery by th~ Government from the defaulting licensee of any
payments made on its behalf.
During the hearings on this legislation, a potential constitutional problem was raised as to public power organizations.
Public power representatives testified that the retrospective
preinium arrangement might be construed to be in violation of
some State constitutions, which prohibit a State or a subdivision

or agency of a State, such as a municipal utility, f:r:om lending
its credit or makinO" expenditures for other than pubhc purposes.
They suggested that preemption of this field by the Federal
Government or explicit e~tablishment of the pren~ium sys~em
as a condition to obtaining a nuclear power plant hcense nnght
resolve the problem.
The Committee feels that the language of Section 170, as
amended by this bill, is clear in its establishment of l?articipation
in the retros:pective pre:niu:n system t;tS a firm req.mrement ?f a
licensee reqmred to marntam the manmum finanCial protectwn.
The Joint Committee has strengthened the language of Section 170 to stress the Federal preemption of nuclear powerplant
licensing and the public purposes of the premium system. Furthermore, the deferred premium should not be interpreted as establishing a responsibility by one licensee for a liability or debt of
another. The potential deferred premiums are considered by the
Joint Committee to have fundamentally the same status as any
other such insurance premium. The committee has amended the
bill to authorize the Commission to establish a maximum limit on
the amount of deferred premiums which can be charged to a
facility in any one year. The purpose of this amendment is to
clarify the status of the premiums and to ensure that they can
not be construed as the lending of credit and .thus raise constitutional problems for some publicly owned utilities.
The Joint Committee concurs in tho Commission's belief that
the Commission's authority to establish the financial protection
required is sufficient to require participation by present licensees
in the deferred premium plan. The Joint Committee expects the
Commission to do so. Exclusion of present licensees would result
in confusion and wouJd delay the date at which Government indemnity can be eli~inated. .
. . .
The Joint Committee modified the Comnnsswn's proposal by
including req~irements that the retrospe~tive premi~m plan ~e
available to hcensees who elect to provide the basic financtal
protection through s.ome means <?ther than .insuranc.e, and a provision that the maXImum financial protectiOn reqmred shall be
that available under reasonable teriUS and conditions. The Commission is .thus authorized not to req:Q.jre available inStJrance to
the degree that it determines the rates or terms of such msurance
to be. unreasonable.
B. INCREASE IN LUilT ON LIABILITY

AEO Propo8ed Bill
The Commission does not propose an immediate chan~e i!l the
$560 million limit on tOtal liability arising from a nuclear mctdent.

It proposes to retain that limit until the total of primary insurance
and assessable retrospective premiums reaches the level necessary
to completely replace the Government ~demnity .. F~om th~ P<?ip.t,
as the primary and secondary leve~s nse, the l~1t on. h!1bll}ty
would be allowed to rise correspondingly. No ultrmate hmttatton
on the level to which this coverage could rise is proposed. At a
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prmnium level of $3 million per reactor, the overall limit 'Yould
be projected to reach a billion dollars in about 1987, and nse to
$1,346,000,000 in 1990. The Commission would have the continuing authority to establish a rule reducing the stand8;l"d
maximum premium as appropriate when it determines that ~he
total financial protection has risen to an amount above whiCh
further increases are not necessary.
S---3254

S-3254 would eliminate the limit on liability entirely. The
waiver of defense provisions would be retained. The result would
be unlimited strict liability.
Joint Committee Comments:
The Joint Committee does not feel that any increase in or
~limination of the limit is necessary or appropriate at this time .
.As the Joint Committee pointed out when the Act was first
proposed:
"The limit of the Commission's responsibility under these. (i~demnity)
agreements is to be $500 million. This limit coul~ be S';lbj~ct t~ upw.ard
revision by the Congress in the event of any one partiCular mctdent m :W~lCh,
after further congressional study, the Congress felt more appropnat10ns
would be in order.

*

*

*

*

*

*

*

"Subsec. e limits the liability of the persons indemnified for. each nucl~ar
incident to $!)00 million, together with the amount of finanmal protection
reqqired. Of course, Congress can change this act at any ti~e after ~ny
partionlar incident. The Joint Committee wan~ed to ~e sure that anY: :;ouch
changes in the act would be considered by it m the hght of the part1eular
incident."

At the time the extension of the Act in 1965, the Joint Committee reiterated this point when it said:
"In the event of a national disaster of this magnitude, it is obvious that
Congress would have to review the problem and take,.a•w+~J>Iiat.e.· aoti?n.
The history of other natural or·.m~n~~ade di~as~e?-'8, such as th:e Te.xas Ctty
incident bears this out. The hm1tat10n of habllity serves pnmanly as a
device fhr facilitating further congressional review of such a situation, rather
than an ultimate bar to further relief of the public."

Testimony on the preliminary results of the Reactor Safety
Study under the direction of Professor Norman Rasmussen of
the Massachusetts Institute of Technology has iqQif,l.!tt.~ that
the probabilitit~!'l of a nuclear incident ar!'l much l(nY."erland the
likely consequences much less s~vere than has. be~n thought
previously (See Section VII of this repo~t~. The hkehhood of !1n
accident with damages exceeding $560 mill!on appears .to be q_m~e
remote. However the committee did demde to permit the lurut
to increase once' the retrospective premiums assessable have
completely replaced the government indemnity.
C. EXTENSION OF INDEMNITY COVERAGE OUTSIDE UNITED
STATES TERRITORIAL LIMITS

AEC Proposed Legislation

The proposed legislation wou~d am~nd ,~h~ de~itions of
"nuclear incident" and "person mdemmfied m sectwn 11 of

the Atomic Energy Act to pennit the Commission to extend
the provisions of the Price-Anderson Act to certain activities
-outside the territorial limits of the United States conducted by
·commission contractors or involving licensed nuclear facilities or
licensed activities. The Commission does not propose to include
under Price-Anderson indemnity covera~e the import or export
of nuclear material or facilities or activities conducted within the
territorial limits of another nation, nor any occurrence resulting from the use of a nuclear power reactor to propel a U.S.
merchant ship, although nuclear material transported on such
:a ship as cargo could be covered by the Price-Anderson in-delllility provisions in the same manner as cargo carried in ships
powered by fossil fuel.
The existing definitions of 11person indemnified" and ·'nuclear
incident" do not permit indemnity protection for activities
licensed by the Atomic Energy Commission ifthe nuclear incident
occurs outside the territorial limits of the United States, with the
t~xception of the now retired nuclear ship Savannah. There are
two situations in which the Commission proposes that the protection afforded by the Price-Anderson Act with respect to hcensed
:activities be extended to nuclear incidents occurring outside the
territorial limits of the United States. The first situation involves
ocean shipments of new or spent fuel which may move outside
the territorial limits of the United States during ocean transit
from one licensed nuclear facility to another. The second situation
involves nuclear facilities which are physically located outside of
the territorial limits of the United States but whose construction
and operation are licensed by the Atomic Energy Commission,
such as a floating nuclear power plant located beyond the limits
of the territorial seii. .of the United States. The proposed legislation would authorize the Atomic Energy Commission to extend
Price-Anderson indemnity protection to such shipments and such
facilities.
Any indemnification agreements relating to these activities
would be administered in the same manner as the Commission
would administer the Price-Anderson Act with respect to other
licensed activities.
The present definition of 11nuclear incident" as applied to
Commission contractorsprovides indemnity protection only if an
occurrence outside the United States involves 11 a facility or device" owned by, and used by or under contract, with the United
StateSt. The amended definition would resolve any possible am. biguities concerning the Commission's authority to indemnify its
contractors for any occurrence during the course of transporting
· source, special nuclear, or byproduct material outside the United
States.
Joint Committee CIYmments:
. The Joint Committee concurs in the Commission's proposals.
With the apparent advent of offshore nuclear powerplants, it is
t~ssential that the protection intended by the Price-Anderson Act
not be thwarted by the incidental fact of location beyond the U.S.
territorial limits. Likewise, the shipment of nuclear materials
from one licensed facility to another within the United States
should be included in the Act's coverage regardless of whe.ther
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· ··the facility or route involved is located or involves transportation
outside the territorial limits.
Testimony at the h~arings o~ this bill. included suggestions
that nuclear merchant ships be mcluded m the act's coverage.
The Joint Committee has not included those activities in this
bill. The urgency of such inclusion is not considered sufficient
to warrant legislation without a more detailed examination.
The Joint Committee's decision' not to take this action at this
time is in no way intended to preclude further consideration at
a later time.
··
D. ADDITIONAL CONSIDERATIONS

Duration of Extension
The Commission proposed a further 10-year ·extension of the
Price-Anderson Act, as modified by this legislation. The Joint
Committee concurs, and adds a provision for a formal review and
report to Congress after six years, in 1983.

Activities Covered by Price-Anderson Act
Financial protection and indemnity for plutonium processing
facilities is discretionary with the CommissiOn under the present
law. One ·witness at the hearings, a representative of a company
which opeFates such a facility, proposed that these provisions of
the Price-Anderson Act be made mandatory for such facilities.
The Commission does not at this time require financial protection
of su.ch licensees or extend indemnity coverage to them. However,
private liability insurance is available. The Commission has
mdicated that it will undertake a thorough review of this matter.
The Joint Committee has not proposed a legislative change in
this area, pending the outcome of this review. The Commission
is urged to give appropriate consideration to this matter. .
Transportation of nuclear materials is not specifically provided for tmder the Price-Anderson Act, although carriers are
generallv covered either as AEC contractors or under the omnibus· asp~cts of licensee financial protection and indemnity. The
Association of American Railroads has proposed that transportation be specifically covered because of ~aps in the existing system
for such situations as transportation of materials for a spipper or
receiver not required to maintain financial protection. Although ·
iusurance is available to carriers, it is limited to the amount of
$60,000,000. The Joint Committee has not proposed legislt~.tion
to. deal with this matter, but encourages the Commission t.o
review the situation to determine if procedural or legislative
changes are in order.

Priorities Between Claimants and Types of Claims
The Joint Committee has included in the legislation a direction
and authorization for the court which develops the plan for distribution of funds in the event of a nuclear inc1dent which appears
to have resulted in damages exceeding the limit 01'1 liability to
establish priorities between classes of claims and claimants. The
Joint Committee wishes to assure that in such a case, where the
.immediate recovery by claimants may be less than the full amount

of their losses, the distribution of funds will be made in such a manner as to compensate first fq~ the most severe and the most readily
computable losses. Thus clauns for actual losses to f:roperty, for
actual and reasonable medical expenses, for loss o wages, and
other such losses may merit higher priority than such claims as
those for alleged pain and suffering, emotional harm, and loss of
consortium. Likewise, losses otherwis;e compensated for, while not
precluded from recovery (under the· collateral source rule) in
most jurisdictions, should be accorded lower priority than uncompensated losses. The Joint Committee also believes that as a
matter of equity, in eases where less than full compensation will
be made through the amounts immediately available from insurance and government indenmit;y, losses to offsite property of
the licensee of the responsibile fac1lity ~hould be accorded lower
priority than losses to third parties. The court is authorized to
establish such additional priorities as are doomed desirable and
equitable to further the principles described above.
The above provisions are in no way intended to create any
causes of action not in accordance with existing law or to derogate
any existing causes of action. Nor should these provisions be
construed as a retreat from the belief expressed on many occasions
by this Joint Committee that Congress is committed to thoroughly
review the situation and to provide additional relief in the remote
event of a nuclear incident involving damages in excess of the
limit on liability. The priorities are not intended to preclude
ultimate relief for claims of secondary priority, but rather to
assure that early relief is applied where most nooded.

VII.

SAFETY OF NUCLEAR

F ACILITlES

Nuclear power plants contain large amounts of intensely radioactive
materials which are produced by nucle~ processes which take place
during their operation. Practically all of these materials are produced
and contained inside the reactor fuel. Multiple barriers are provided
in nuclear plants to assure that undue amounts of radioactivity are
not released to the envirotJment in the event of malfunctions or accidents within the plant. The primary barriers are the reactor fuel itself;
the cladding material which encases the fuel; the reactor pressure ves~
sel and primary coolant boundary; and finally the outside containment
system. In addition to tl1ese multiple barriers, each nuclear facility is
equipped with a multiplicity of special safety systems and devices
which an intended to either prevent accidents or mitigate their patential consequences. Extensive quality assurance pro~ams oovering all
facets of each facility are followed to assure the initial establishment
and continuing maintenance of plant integrity. A oomprehensive
description of nuclear power plants, their safety features, and the
Government regulatory system is included in the AEC report "Tlie
Safety of Nuclear Power Reactors (Light Water Cooled) and Related
Facilities"-Wash-1250.
As a result of this careful approach to the design and operation
of nuclear power plants, coupled with a vigorous Govemment regulatory system; the overall safety record of the commercial nuclear power
industry has been excellent. While there have been a number of minor
malfunctions in operating plants, to date no accidents have occurred
H.R. 1115-8
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which have resulted in deaths or injuries to the general public. Notwithstanding this record, the risk of major accidents cannot be said to
be zero. There remains a small but finite probability that an accident
may ?ccur that cou}d result in the release of major amounts of radioactiVIty to the enVIronment.
In most human endeavors, it is possible to estimate the ~robability
and consequences of major accidents based on past expenence (statistics). In the case of nuclear power. plants, due to the lack of major
accident experience, numbers representing probabilities of severe
accident!'? and associated consequences must be deduced or inferred by
some indirect means. For the past decade or so, a number of individuals
and groups have been exploring methods for estimating such probabilities. Until the early 1970's it has not been thou~ht possible through
statistical means to adequately estimate probabilities of reactor accidents, although it was believed that component failure statistics were
feasible. Notwithstanding these considerations, the results of these
studies have generally supported the judgments made by experts
that the probabilities of severe reactor accidents are exceedmgly low.
The improvements in the development of statistical methods in
the space :program and defense program in the past ten years have led
to the behef that adequate statistical probabilities can be developed
for nuclear plants. Perhaps the most comprehensive effort in this
area so far is an AEC sponsored study which has been conducted
over the past year and a half under the direction of Dr. Norman
Rasmussen, Professor of Nuclear Engineerin~ at the Massachusetts
Institute of Technology. The Joint Committee has been closely
following the conduct of this study, and has received testimony from
Dr. Rasmussen on two occasions. In his most recent appearance
before the committee, Dr. Rasmussen concluded his statement with
the following remarks pertinent to considering the Price-Anderson
legislation:

While. the safety record of nuclear powerplants to ~ate has been
excellent, the increasing number of plants expected m . ~e future
dictates the need for industry and Government to be VIgilant a~d
strengthen their ~erfonnance ~o ass~re that nuclear powe~ plants Will
continue to proVIde a safe and reliable source of elec~ncal ene~gy.
Over the vears the Joint Committee has devoted maJor attentiOn,
throuo-h tlie co~duct of many hearings* and o.ther means, to w::sure
that ~uclear power activities are car~ed out m a safe and. environmentally acceptable manner. In this. regard, the committee has
strongly supported the major reactor safety research efforts u~derway
in industry and Government to further mcrease. understan~mg and
knowledge in this field. T~e. Cm~gress has authonzed a funding level
of approximately $100 million m fiscal year 1975 for such .efforts.
It is expected that the informatipn f~om these pro~~ams wtll help
provide an improved. basis f?r estrmatmg t~e probability ~nd. consequences of hypothetiCal maJor reactor accidents. and. assist m. preventing or mitigating the consequences of such lughly unlikely
accidents.

"In summary I believe that the proposal before you represents a reasonable
way to phase out the Government responsibility for nuclear insurance and
shift the responsibility to the insurance .companie~ and the nuclear industry. I
believe that the current $560 million limit is a reasonable value at this time and will
cover all combinations of circumstances which can reasonably be considered
credible. The National Safety Council now reports that accidents in the U.S.
are currently eau!>ing 100,000 fatalities per year and an economic loss of 30 billion
dollars per year. Any reasonable estimate of probability and consequences of
nuclear accidents indicates that they would not have a significant impact on this
already large accident burden that society bears."

Although the Rasmussen study is not yet complete, general conclusions have been reached which confirm that the probability of
major reactor accidents involving reactor core malfunctions is,
indeed, quite small. It has been concluded that the most likely consequence of a core melt accident, which itself is highly unlikely, would
be quite modest, in comparison with the catastrophic results generally
discussed as the "worst case" accident. In fact, the likely consequences of a core melt would be no worse than many other kinds
of accidents such as fires and airplane crashes that society has experienced. While nuclear accidents with more severe consequences could
be postulated, the study indicatesthat the probability of such events
is extremely low and would require a highly unlikely combination
of circumstances.

VIII.

COMPARISON WITH OTHER FEDERAL PROGRAMS OF DISASTER
AssisTANCE AND INSURANCE

The Joint Committee examined the posture of other Federal programs for relief from disaster. '_l'he Federa~ gove~ent has become
increasingly involved as t.he .maJor unde~wr1ter of .rehef for losses due
to natural disasters, pnnmpally floo~mg, h~rn?ane and to~ado
damage. For example, in a ten-year penod ~nding m 1972, al!o?ations
from the President's disaster fund totaled JUst over $1.25 bilhon..In
the first 2~ years of the Disaster Relief Act of 1970, 104 .maJor
disasters were declared, triggering expenditures from the ~s~dent's
fund of about $1 bilJion, plus loans from two separately adm1mstered
.
..
programs in excess of $2 billion.
Recent legislation affecting both the Federal D1saster Assistance
2
Administration t arid the National Flood Ins~rance Program • h.as
altered the Government's response to natural d1saster, by ~mphamzmg
the role of insurance as the primary means of compensatiOn for l?ss.
In this sense, there is consistency with tJ;le amend~ents to the PnceAnderson le~slation which are the sub~ect o~ this report, whereby
increased reliance is being placed upon pnvate msu~ance pools. and ~he
licensees of nuclear facilities themselves for financial protection wtth
a concomitant decrease in governmental involveroe.nt..
.
The Government's approach is consistent also m 1ts emphast& on
loss :{lrevention. The N at10nal Flood Insurance Program, fo~ exa~pl.e,
proVIdes for mandatory land use criteria for new constr_u~?tiOJf vnt~m
flood-prone areas. In the nu~lear energy fiel?, . the ngtd licensi1fg
process enforced by the Atonnc E~e;~Y Comm1ss1on and the surveillance activities of its regulatory dtvlsion represent an unprecedented
program of loss prevention.
•Most recently the Joint Committee held very comprehensive hea.r!ugs on the subJect of n::ftoor ~actor
safety Testimony was received from representatives of the Government, the nucl.ea.r ~~..!.: he':_..f2!:
•
ti<
th sci t!floandtoohn1calexperts1nthefieldandthepubl!cat-.,e. """"' .,........,.
::!~t~e~~:;:t:ge f~~;;' dai:: Jan. 23, 1973; Sept. 25, 26, 'II and Oct. 1, 1973; and lan. 22, 23, 24, and 28,
1974.
' p L 93-288 "Disaster Relief Act of 1974.''
a p:L: 93-324: "Flood Disaster Protection Act of 1973.''
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It is clear from this examination that the Federal Government
remains in the business of compensation in many fields, whether as
reinsurer, coinsurer, indemnitor or provider of disaster relief. Insurance concepts become less valid as the frequency of events decreases
and as the potential consequences increase.
With respect to the amendments to the Atomic Energy Act under
consideration, it is envisioned that the Federal Governtnent will
retain its role as indemnitor for the uninsured portion of the statutory
amount of $560 million. and, after the combined totals of basic and
excess insurance reach that figure and are allowed to float upward, as
the ultimate guarantor for defaulted retrospective premiums, while
retaining subrogated rights against the defaulting licensees.
It is important to note that of all of these Federal pro!P'ams, only
the Price-Anderson legislation provides for compensatiOn to the
public for personal injury as well as property damage. All of the other
msurance · and assistance programs are geared solely to property
damage.
Finally, it should be pointed out that the panoply of Federal
resources, other than monetary compensation, is available in the
event of a large-scale nuclear accident, just as it would be in cases of
natural disasters.
IX. CosT OF LEGISLATION

Pursuant to Clause 7 of Rule XIII of the Rules of the House of
Representatives, the Joint Committee has determined that, with the
exception of minimal administrative costs associated with determining
the terms and conditions acceptable in the proposed retrospective
premium plan, the Atomic Energy Commission will incur no additional
008ts as a result of carrying out this legislation; except that in the event
of a nucleft.r incident involving a contractor or a licensee with whom an
indem~ity agreement has bee~ execute~, and :t:esulting in da~a~es
exceedmg the amount of finanmal protection requrred, the Comnnsston
may incur costs of up to $500,000,000 for each such incident. The
probability of such an incident occurring is considered extremely low.
The potent.ial cost to the Government of such an incident involving a
licensee other tha,n a nonP.rofit educational institution will be reduced
over fl. period of years unttl it reaches essentially zero during the period
1981-1985. The potential liability for an incident involving a contractor or nonprofit educational institution will remain at a maximum
of $500,000,000 per incident. In addition, there will be potential costs
to the Government in the event of defaults on retrospective premiums
for which the Government serves as reinsurer, or as guarantor in
cases where full recovery back against the defaulter is not possible.

X.

8EOTION-:BY..SBCTION ANALYSIS

Section 1 of the bill would amend subsection llg_. of the Atomic
Energy Act of 1954, as amended, to alter the definition of "nuclear
incident" as that term is used in subsection 1'70 d., by substituting the
words ' 1source, special nudea.r, or byproduct material" for "a facility
or de-rice". Its purpose is to gain spemficity and consistency. Section 1
of the bill would also amend subsection 11 q. tQ specially define "nuclear incident" as that term is used in subsection 170 c. The purpose
of this amendment is to extend the full aggregate indemnity to off-

shore nuclear power plants and to shipments between licensees in
the United States which are ron ted beyond territorial waters.
Section 1 of the bill would also amend subsection 11 t. of the Atornt~
Energy Act of 1954, as am~nded, by broadening the d~finition ~f
"person indemnified", as that term is used in subsection 170 c., to
include nuclear incidents outside the United States. Thilil change p~
serves consistency within the Act. Section 1 would further amend subsection 11 t. by an alternative description of a "persmt indemnified"
as a person "who is required to maintain financial protection". This
provid~s for the situatio£!- in w:hioh the $560 ID.f!Iion .limit. on liability
IS pro-nded wholly by pr1vate msurance protectwn, m which ofi,se the
execution of an indemnity agreement may no longer be required,.
Section 2 of the bill would amend subsection 170 a. of tJhe Atomic
Energy Act of 1954, as amended, by substitutin~ the word ":may-" for
"shaW' in the ~econd sent_ence. 'rhe purpose of th1s ch~~e is to pro'tide
conststency wtth subsectiOn 170 c., as amended. Add1twnalla.nguage
has been added in the first sentence of subsection 170 a. to emt>hasize
the public purposes of the Price-Anderson provisions, as stated m subsectwn 2 i. of the Act.
Section 3 of the bill would amend subsection 170 b. of the At()lllic
Energy Act of 1954, as amended, to provide authority for the Atomic
lpne;r~ 9ommissio;1 t? regl:late the. terms and co~d!tions of nuel~ar
hab1hty msurance. rhts section reqmres the ComtmSSton by August 1,
1976, to include in determining the maximum amount of private
liability insurance available any deferred premium plan which meets
certain requirements. Any such plan must have a standard mSJrimtun
retrospective premium -within the range of $2 million to $5 million for
each licensed facility required to maintftin the maximum financial protection available from private sources. In addition, participation in the
secondary layer must not be conditioned on provision of the ba8ic
financial protection through insurance means. This assures that an
individual licensee may fulfill some or all of its base liability by means
other than insurance and yet be eligible for the retrospective coverage.
Section 3 further requires the Commission to develop a pl!iti to
assure pa;yment of such deferred premiums when due in tfie event of a
nuclear incident, and authorizes the Commission to provide reinsurance or guaranty to assure the availability of funds despita atiy defaults in retrospective assessments. This provi~es, in effect, that the
full amount to pay any liability will be available promptly with tlie
go\Ternment undertaking the burden of later recovery from the
defaulter. In connection with the recovery of such funds, Section 3
authorizes the Commission to specify the terms of any gtlaranty: agreetnent as appropriate to permit reimbursement, including liens·on p:rQ}J-'
arty and revenues of a defaulting licensee 1 and automatic revocation
of any license.
Section 4 of the bill would amend subsection 170 c. of tli~ At6mie
Energy Act of 1954, as amended, by changing the date "August 1,
1977" wherever it appears to "August 1, 1987". The purpose of this
amendment is to extend for 20 years the Price-Anderson legislation
as it t>ertains to AEC licensees other than licensees subject to the
provistons of subsections 170 k. or 170 l. of the Act.
Section 5 amends subsection 170 d. of the Atomic Energy Act of
1954, as amended, by extending until1987 the authority of the Atomic
Energy Commission to enter into indemnity agreements with its
contractors.
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Section 6 amends subsection 170 e. of the Atomic Energy Act of
1954, as amended, by I?roviding that except as to incidents occurring
outside the U.S. to which agreements of indemnification entered into
under the provisions of subsection 170 d. are applicable, the limit on
aggregate liability arising from a nuclear incident shall be either (1)
$500,000,000 plus the amount of financial protection required of the
licensee, if the financial protection required is less than $60,000,000
or (2) $560,000,000, or the amount of financial protection required
of the licensee, whichever is greater, in cases where the financial
protection required is $60,000,000 or more.
Section 7 amends subsection 170 f. of the Atomic Energy Act of
1954, as amended, to authorize the Commission to reduce the indemnity fee for persons with whom agreements of indemnification have
been: ·executed in reasonable relation to increases in financial protection
above a level of $60,000,000.
· Section 8 amends subsection 170 i. of the Atomic Energy Act of
1954, as amended, to require a report by the Commission to the Con!n"ess on any nucJear incident which will probably result in public
liability claims in excess of $560,000,000. The Act :eresently provides
for such a report for any nuclea.r incident which w1ll probably result
in payments by the United States.
Section 9 amends subsection 170 k. of the Atomic Energy Act to
extend until 1987 the authority for the Commission to indemnify
licensees found by the Commission to be nonprofit educational institutions for public liability in excess of $250,000 arising from a nuclear
incident.
Section 10 -amends subsection 170 o. of the Atomic Energy Act of
1954, as amended, by authorizing and directing the establishment, in
any plan for disposition of claims, of priorities between classes of
claims and claimants, to the extent necessary to ensure the most
equitable allocation of avai1able funds.
Section 11 adds a new subsection 170 p. which provides that the
Co:mmission shall submit to the Congress by August 1, 1983, a report
and reco:mmendations concerning the need for continuation or modification of section 170 based upon re]evant conditions at that time
~ncluding the condition of the nuclear industry, availability of privat~
msurance, and the state of knowledge concerning nuclear safety at
that tim~, among other factors.

XI. CHANGES IN EXISTING LAW

In compliance with clause (3) of rule XIII of the Rules of the

Hous~' of Represent~tives,. changes

in existing law recommended by
the bill accompanymg this report are shown as follows (deleted
!lla~rial is e~cl?sed in ~lack prackets and n~w matter i~ printed in
Italic, and extstmg law m whtch no change 1s proposed 1s shown in
roman):
·

PuBLIC

LAw 83-703.

(Atomic Energy 'Act of 1954, as amended)
"~Ec. p. J?EFINI.TIONs.-'fhe intent of Congress ill the de1lnitions
as gtven m this sectiOn should be construed from the words ·or phrases
used in the definitions. As used in this Act:

*

•

•

•

•

•

*

"q. The ~erm 'nuclear incident' mel!lls. any occurance, including
an extraordmary nuclear occurrence, Within the United States causi~g, within or outside the United States, bodily injury, sickness,
disease, or d~~th, or loss of or dam.age to property, or loss .of use of
prope~ty, ansmg out of or resultm~ from the radioactive toxic,
explosive, or oth~r hazard?us properties of source, special nuclear, or
byproduct matenal: Provided however, That as the term is used in
sub.section 170. 1, it shal.l include any such occurrence outside of the
Um~ed States: .And p_r~vided fu1ther, That as the term is used in subsectiOn 170 d., 1t shall mclude any such occurrence outside the United
States if such occurrence inyolves [a facility or device] source special
nuclear, or byproduct materwl owned by, and used by or under con~ract wi.th, the U_nited Stat~s: And.provided further, That as the term
~s used ~n subsectwn 170 c., ~t sooll tnclude any such occurrence outside
the .Uni~ed Stat~s if such_ occurrence arises out of or results from the
radt?actwe, toxtc, exploswe or other hazardous properties of source
spec~al nuclear ?r byproduct mate1ia? licemed pursuant to OhapterS 6;
7, 8 and_ 10 of t~w Act, othm- toon f?r ~mport or export or for nuclear shiP.
propulswn, whwh takes place outside the territorial limits of the Uni4i.l
States or any other nation.
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. ':t. The term .'pers?n ~ndemnifi~d' means (1) with respect to a nuclear
InCident occurrmg Within the Umted States or O'Utside the United States
as the term is used in subsection 170 c., and with respect to any nuclear
incide:t?-t in co~ecti~n with the design, development, construction,
operation, re_patr, mamten~nce, or. use of the nu?lear ship Savannah,
the person Wlth whom an mdemmty agreement .Is executed or who is
required to maintain financUil protection, and any other person who
may be liable for public liability; or (2) with respect to any other
nuclear incident occurring outside the United States the person with
whom a:q indemnity aSTeement is executed and any ~ther person who
may be ha?le for public fiability by reason of his activities under any
contract With the Commission or any project to which indemnification
under the provisions of subsection 170 d. has been extended or under
any subcontract, purchase order or other agreement of any tier under
any such contract or project.
'
'

•
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INDEMNIFICATION AND I1IMITATIO~ OF LIABILITY.-

"a.. Each licenf}e issued under section 103 o:r 104 and each construc-

tion permit isstled under seetion' 185 shaH, and Mch license issued
undw ~ytioJt 5?, 63, or 81 ma.y,for the p1tblic purposes cit.ed in Se~tfon
~ i of~ Afomtc Enerf{Y .(let o.if 1954, as a,"ff'en.ded, have as a con?f.tu:n
of the license a reqUlrement that the hcensee have ~d mamtam
financial protection of such type and in such amounts as the Commission in the exercise of it.s licensing. and regulatory authority and
'tMJIQMibility lilha.ll require in
ordance with subsection 170 b. to
QQver IH:t.l>lic liability claims.
never such :financial protection is
r~ni:r~, it [s\\~11) may be a further condition of the licen!;>.e that the
liCMJ'lC'.~"ec\lte and maintain an indemnification agreement in accord~l\ce wit}> suoo~tion 170 c. The Commission may require, as a further
condition of ~lilliuing a license, that an applicant waive any immunity
~rom publi~ li~bility conferred by Federal or State law.
...
...
*
*
"b. The ~mount of financial protection required shall be the
amount of liahility insurance available from private sources, except
that the Commissjon mav establish a lesser amount on the basis of
criterit~. set forth in writiilg, which it may revise from time to time,
~akjn~ into consideration such factors as the following: (1) the cost
~d terms. of private insurance, (2) the type, size, and location of the
h.ce.nsed aCtivity an.d other factors pertainin~ to the hazard, and (3)
the natu.,t\) and purpose of the licensed activity Provided, That for
fit~ilities desi~ed for producing substantial amounts of electricity
&Ipl ha'ing a rated capacity of 100,000 electrical kilowatts or more,
the amount of financial protection required shall be the maximum
amount available at reasonable cost and on reasonable terms from
private sources. Such financial protection may include private inSi\INmQe,. private con~ractual indem,nities, self insurance, other proof
of iin!l>nClal responsibility, or a combination of such measures G;nd
flwJl, br- ~nJ,bj~~Ct to such term,s and conditions as the Commission may,
by '11'Ule 1 r~g:ulatwn or order, pre~Scribe. In prescribing such terms and
CfYlldif;ion8]Wi lwen.sees required to have and maintain financial protection

•

•

eqy,ql to. the waximum amount oj liabiUty insurance available from private
s(Yitrcf,q, t4e Commission shall, by r1,tle initially prescribed not later than
4~t J, 1976, incl1,tde in determining such maximu71t amount, private
liqJ)ility insurq,nce available under an industry retrospective rating plan
· prQP'iti'I...·"W ./or pr~ium charge.s deferred in who. le or major pa.rt until
p'lll>lic lW/Jil#y from a n'l,lclear incident exceeds, or appe<J;rs likely to
~~ea, tM level of the primary fina~ial protectipn required of the licensee
ip,'Q()lved, in the nuclear incident; Pr()vided, That 1$Uch insurance is a~>ail
(l,ble to, q,nd req:u,ired of, all oj the licen.seeB of su,ch facilities without
regard to the manner in which they obtain other types or amo·unts of such
financial protection, And provided further, That the maximum amount of
any deferred premium which may be charged fo!lfJwing any nuclear
incident under such a plan shall be not less than $2 million nor more
than $5 million for each facility reqnired to maintain the max·im1tm
amount of financial protection. The Commission is authorized to establish
a maximum amount which the aggregate deferred premiums charged for
each facility within any one year may not exceed. The Commission may
establish amounts less than the standard maximum premium for ind·ividual
facilities taking into account such factQl's as the facility's size, location,
and other factors pertaining to the hazard. The Commission shall establish
s1tch requirements as are necessary to assure availability of funds to

meet any asses81TU';nt of deferred premiums within a reasonable time
when due, and may provide rei-m~urance or otherwise guarantee the payment of such premiums in the event it is not feasible to establish procedures
to assure their_ payment on a tif{}ely basis through the. re.sourc~s of private
industry and ~nsurance. Any agreement by the Commts81.on unth a licen.see
or indemnitor to guarantee the payment of deferred premiums may contain such. terms as the Commission deems appropriate to carry mtt the
purposes of this section and to assure reimbursement to the Comm·ission
for its payments made due to the. failure of such .licensee or indemnitor
to meet any of its obligations arising under·or in'connection withfinaneial
protection required under this subsection, including without limitation
terms creating lien.s upon the licensed facility and the revenues derived
therefrom or any other property or revenues of such licensee to secure such
reimbursement and consent to the automatic revocation of any license.

*

*

*

*

"c. The Commission shall, with respect to licenses issued between
August 30, 1954, and [August 1, 1977] August t, 1987, for which it
requires financial protection of less than $560,000,000, agree toindem·nify and hold har.tnless the licensee and other persons indemnified, as
their interest may appear, from public liability arising from nuclear
incidents which is in excess of the level offinancial protection required
te indemnity for all persons indemnified in
of the: licensee. The
connection with eac nu ear incident shall not exceed $500,000,000
including the reasonable costs of investigating and settling claims and
defending suits for damage: Provided, however, That thisamount of
indemnity shall be r~duced by the amount that the financial protection
required shall exceed $60,000,000. Such a contract of indemnification
shall cover public liability arising out of or in connection with the
licensed activity. With respect to any production or utilization facilit:y'
for which a construction permit is issued between August 30, 1954, and
[August 1, 1977] August 1, 1987, the requirements of this subsection
shall apply to any license issued for such facility subsequent to
[August 1, 1977]August 1, 1987.
·
...
*
*
*
*
"d. In addition to any other authority the Commission may have,
the Commission is authorized until [August 1, 1977] August 1, 1987,
to enter into agreements of indemnification with its contractors for
the .constru~t~~n or operation .of production or U,til~atio!l 'facilities
or other act1v1t1es under contracts for the benefit of the Umted States
involving activities under the risk of public liability for a substantial
nuclear incident. In such agreements of indemnification the Commission may require its contractor to provide and maintain financial
protection of such a type and in such amounts as the Commission
shall ~etermine .to be. appropriate to cover :pt~blic liability ~sing out
of or in connectwn With the contractual act1v1ty, and shallmdemnify
the persons indemnified against such claims above the amount of the
financial protection required, in the amount of $500,000,000, including
the reasonable costs of investigating and settling claims and defending
suits for damage in the aggregate for all persons indemnified in connection with such contract and for each nuclear incident: Protidea,
That this amount of indemnity shall be reduced by the amount .that

•
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the financial protection required shall exceed $60,000,000: Provided
ju:rther, That in the case of nuclear incidents occurring outside the
U~t;ed States, the amount of the indemnity p~ovided ~y the C~m
IlllSSlAA shq,llnot exceed $100,000,000. The prov1s1ons of th1s subsection
may be applicable to lump' sum as well as cost type contracts and to
contracts and projects financed in whole or in part by the Commission.
A contractor with whom an agreemen~ of indemnification has been
executed and who is engaged in activities connected with the underground detonation of a nuclear explosive device shall be liable, to the
extent so indemnified under this section, for injuries or damage
sustained as a result of such detonation in the same manner and to the
same extent as would a private person acting as principal, and no
immunity or defense founded in the Federal, State, or municipal
character of the contractor or of the work to be performed under the
contract shall be effective to bar such liability.

*

*

*

*

*

*

*

*

*

*

*

*

*

*

"e. The awegate liability for a single nuclear incident of persons
indemnified, mcluding the reasonable costs of investigating and
settling clainls and defending suits for .damage, shall not exceed (1)
the>stim-~f $500,000,000 together with the amount of financial protection required of the licensee or contractor or (2) ij the amount of
financial protection required of the licensee exceeds $60,000,000, [: Provided however, That] such aggregate liability shall [in] not [event]
exc~ed. the sum of $560,000,000 or the amount of _financial prote4;tion
reguir,ed,oj,the licensee, whichever amount is greater: 'Provided [further],
That with respect to any nuclear incident occurrin~ outside of the
United States to which an agreement of indmnnificat10n entered into
under the provisions of subsection 170d. is applicable, such aggregate
liability shall not exceed the amount of $100,000,000 together with the
amount of financial protection required of the contractor.
"f. The Comlnission is authorized to collect a fee from all persons
with whom an indemnification agreement is executed under this section. This fee shall be $30 per year per thousand kilowatts of thermal
energy_ capacity for facilities licens.e(i under section 103: Provided, That
the O,pxrt.m:&ssion is authorized to redtu~e the fee for 8U{;h }acuities in reasonable relation to increase8 in,nancia_l protection above a level of $60,000,000. For facilities license under section 104, and for construction
permits under section 185, the Commission is authorized to reduce
the fee set forth above. The Com:mission shall establish criteria in
writing for determination of the fee for facilities licensed under section
104, taking into consideration such factors as (I) the tyPe, size, and
location ot facility involved, and other factors pertaming to the
hazard, and (2) the nature and purpose of the facility.. For other
licenses, the Commission shall collect such nominal fees as it deems
appropriate. No fee under this subsection shall be less than $100 per
y.ear.

•
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· "i. After any nuclear incident which will probably require payments
by the United States under this section or which wtll probably result in
iublic liability claims in excess of $560,000,000, the Commission shall

m.ake a survey of the causes and extent of damage which shaH forthWith be 1:eported to the Joint Committee, and, except as forbidden b
the proVIsion~ of cJ:apter 12 of this Act or any other law or Executife
orde!, · ~} final findmgs ·shall. be made available to the public to the
phart1e~ mvolved .and to the ?ourts. The Commission shall r~port to
the Jomtt9ommidttee hby April 1, 1958, and every vear thereafter on
t e opera Ions un er t Is section.
~

*

*

*

*
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•

•

"k. With respect to any license issued pursuant to section 53 63 81
l04 d.bor 104 c. for ~h~ conduct of educational activities to~ pe~so~
oun
Y ~h~ Comrmsswn to be a nonprofit educational institution
t?-e Com~ss10n shall exemi?t such licens.ee from the financial rotec~
~on reqmrement of subsectiOn 170 a. With respect to licensespissued
e~ween August ?O,. 1954, and [August 1, -1977] August 1, 1B87 for
WhiCh the Commissi~n ~rants such exemption: ·
'
(1~ the Comm1ss1on shall agree to mdemnify and hold harml
the hcensee and other persons indemnified as their inter ts ess
appea.r, ..,f:r~m public liability in .excess of' $250,000 aris~ f~~
n~cle~! InCidents: The Jtggregate mde~itY, for all persons mdemrn-fietl ·m .coon~ctwn .With each nuclear mCident shall not exceed
$50o,ooo,oqo, mcludnlg the reasonable cost of investigating and
setthng claims and defending suits for damage·
·
. ~~~~) su?~ CQntracts of indenmification shall cover ublic
habil1ty a~smg out of or in connection with the licensed actvity·
and shall mclude ?RII:lage to property of- rersons indemnified'
e:cc~Spt;.property 'YlJ!ch Is located at the site o and used in co:rinec~
txo~ With the activity wl?-ere th~ nuclear incident occurs; and
(3) such co~tra~ts of ~demmfication, when entered into with
a licensee havmg rmmu~ty from public liabilit because it is a
State agency, shall provide also that the Commission shall make
Jiay:men~s under the contract on account of activities of the
~?.~~~ !~ th ed shame m':nner and tp the same extent as the CommtiStSlon wou1 e reqmred to do if the licensee were not such a
s a e agency.
f..ny licen~ee may waive an exemption to which it is entitled under
this su!:>sectwn. W1th respect ~o any production or utilizat· f ·1·t
for which
· IS
· Issued
·
Y
" , .a cons t rue t'wn permit
between AugustIon
30, ami
1954,
and .f:Attgu.st 1, 1977] Aug_ust 1, _1987, the requir&ments of this subs[eActlonshali,awly to any hcense ISsued for such facility subsequent to
ugust 1, 1977] August 1, 1987.

•
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"o. Wh~ne.ver the Upited States district court in the district wh
D~~;l~:~fnC~ent ;.cclfrs, or the United States District Court for
th ·u .
o um Ia m case of a nuclear incident occurring outside
;Qr eoth~It~dt Sta~ed determines upon the petition of any indemnitor
incid r m eres e !erso~ that public liability from a single nuclear
en( ).],Y excee the limit of liability under subsection 170 e.:
of 1 h otal pa:y---:ne~ts made by or for all indemnitors as a result
li ~~c f fub~~·~r In?Ihdent shall ~ot exceed 15 per centum of such
m1 · o Ia I I Y Wit out the pno;r approval of such court;
(2) The court .sh!lll no~ alf~hor1ze payments in excess of 15 er
.centum of such lnmt of habihty unless the court determines ttat
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such payments are or will be in accordance with a plan of distribution which has been approved by the court or ~uch pay!ilents
are not likely to prejudice the subse_qu~nt ~dopt10n and Implementation by the court of a plan of dtstr~button pursuant to subparagraph (3) of this subsection (o); and
·•
(3) The Commission shall, and any ~th~r indemnitor or other
interested person n:-ay, su.bmit to su~h dts~riC~ co~rt a plan fo.r ~he
disposition of pending clroms and f?r the distributiOn. of remammg
funds available. Such a plan shall mclude an allocatiOn of appropriate amounts _for person.al. injury. claims! property damafSe
claims and P.osstble latent InJury claims which may not· be discovered until a later time, and shall include establishment of
priorities between c~ses of cla_imants or. claims, as necessary to
ensure the most equ:1-table allocat~on of ava~lable funds.
·
.
Such court shall have all power necessary to approve, disapprove,_ or
modify plans proposed, or to adopt another plan; and to determme
the proportionate share of funds available for each. claima~t. The Commission, any other indemnitor, and any_ perso~ mdemmfied shall be
entitled to such orders as may be appropriate to rmplement and enforce
the provisions of thi~ section, including o~ders limitin~ ~he liability of
the persons indemnified, orders approvmg or modifyu?-g the plan,
orders staying the payment of clatms and the executiOn o! court
judgments, orders apportioning the payments to be made to clromants,.
and orders permitting partial payments to be, made before final
determination of· the total claims. The orders of such court shall be
effective throughout the United States."
"p. The Commission shall submit to the f?ongr!ss by Augus~ 1, 1~83 a
detailed report concerning the need for conttnuatwn of or mo~ijjcatwn to
the provisions of this section, taking into account the cond~t·~on of the
nuclear industry, availability of private m.f,clear liability_ insurance, and
the state of knowledge concerning nuclear safety a_t that t~me, among other
relevan,t factors, and· shaU include recommendatwns as to the repeal or
modification of any of the provisions of this section."
.

..

SEPARATE VIEW OF REPRESENTATIVE TENO RONCALIO

I did not vote to report H.R. 15323 because I think that more time
is needed to consider such an important piece of energy legislation.
Specifically, time is needed-and is aviillable-to assimilate the findings of a soon-to-be-released Atomic Energy Commission report on the
probabilities and consequences of large accidents at nuclear power
plants.
During the course of Joint Committee hearings on the question of
insurance to protect the public in the event of a nuclear catastrophe,
:Several witnesses mentioned this report, the Reactor Safety Study,
conducted under the supervision of Dr. Norman Rasmussen of the
Massachusetts Institute of Technology. The. report, we have been
told, will "provide a more precise quantification of the probabilities
and implications of nuclear accidents . . . " 1
Dr. Rasmussen testified before the Joint Committee on May 16,
1974. He reported that the Reactor Safety Study is nearing completion and that he is now in the process of reviewing and checking his
calculations. He said: "Until that process is finished and we .are completely satisfied that, to the best of our knowledge, the results are
accurate, I do not think it would be appropriate to discuss the specific
results in detail." 2
Dr. Rasmussen did discuss some general conclusions of his study
as they pertain to renewal or modification of the Price-Anderson Act,
but the testimony contained little specific data. He said: ''At this time,
I see no reason for changing the current 560 million dollar limit ... Of
course, completion of the Reactor Safety Study may shed more light
on this matter." 3
· I oppose the reporting of these bills out of committee until the
completion of this study which, its director says, "may shed more
light on this matter." I believe that it is an abdication of its responsibility for this committee to report these bills without the benefit of
having· all the information currently available on which to base a
decision on a policy question of such magnitude. The Reactor Safety
Study will be completed and published ·within one or two months, and
the committee intends to hold hearings on the Study's findings
shortly thereafter. I think that it best serves the public interest to
examine the results of this study, to hear the public comment on
these results, and then, on the basis of all the information, to construct
nuclear insurance legislation. It would be unfortunate for the Com~ ·
mittee not to avail itself of this new information, developed over the
last eighteen months a.t a cost to the tax-payers .of over two million
dollars. Currently, we do not have enough specific data on which to
make informed decisions regarding a comprehensive insurance scheme
I

:

AEO News Release, JUne?:!, I973, . .
. .
.
.
.
T~ony of Norman Rasmussen before the Joint Colnmlttee on Atomic Energy, May 16, 1974, page 9.
Op. ctt.
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that will adequately protect the public. Therefore, I urge that we not
report this legislation until the ~mpletion of the Rasn;msse!l Report
and until we study its conclusions and recommendatiOns m detaiL
Rationale for Quickly Reporting Thi8 Bill:
This committee has been urged by some to consider the matte.r: of
possible modification or extension of the Price-Anderson Act d~rmg·
the present session of Congress, "Beqause of the long lead t1m~s
involved in planning new commit::nents. to . nuclear po'!er . . . m
order to prevent an unwarranted d1srupt10n m the pia~ process:
for nuclear power p!ants, such as might result from uncertamty over
the future of the Pric&-Anderson Act." 4
Let us examine this rationale. The argument states that the PriceAnderson Act must be enacted immediately so that there will be no
disruption in the planning process f?r new nuclear reactors. It. is
argued that because of the long lead t1mes necessary for the planmng
and construction of nuclear plants, we cannot wait until ,even early
next year to pass this legislation without causing substantieJ harm tothe industry.
.
.
I submit that this is a specious argument. The lead tunes requrred
for obtaining construction permits (after which a plant is covered)
are often less than two years. Even if this argument were true, with
over three years still to run until expiration of the current Act, there
is ample. t1me to consider the Act. But the fac~ that the. nucle~r
industry has been planning for nuclear reactors well mto the nnd-1980 s
clearly shows that this "uncertainty" is not affecting the!r a~tions.
Furthermore, if it is argued that knowledge of the specific m~urance
metho.d ~s necessa!'Y bef?re utilities can pl~n fo! the f11;turt;', tbfs argument 1s mcompat1ble With the current legtslatwn. This btlliPves the
Atomic Energy Commission u.ntil August .1, 1976, to dt;termme what
the exact retrospective premmm plan wtll be. f'~e b1.U sets broad
limits of $2-5 million per reactor. The 9omm1Ss10n IS ord~red to
establish, through a rule-making proceeding, the. re~rospecttve pr~
mium that would lie somewhere in between. It IS hkely that th1s
·decision will not be forthcoming until shortly before its deadline,
August 1, 1976.
.
This aspect of the legislation further buttresses my contentiOn that
haste in enacting this legislation is not as important as we. have been·
led to believe. The nuclear industry is willing to wait until one year
before the expiration of the Price-Anderson Act ~ .l?am what ~re
miums will be required. And, as I have stated, t~e utilities. are planmng·
to go nuclear in time frames where constructiOn pel"'Dlts would be·
granted long after August 1, 1977, the expiration da~e. Th~refo~e, I
conclude that no good reason exists to warrant reportmg this legtslation before the release and review of the Reactor Safety Study. I am
joined in this sentiment by many of my collea.gues ~both House.s, and
I am including letters from them expressmg this support m an.
appe;ndix to my views.
5

• Committee Report, page 2.
• Many plants whlcll will oome on line years O>fter the expiration or the current PrlQe·Anderson A)!t have·
alrell.dy boon Qrdtlrl!d. l980: 26 plants, 1981: 29 plants, 1982: 29 plants, 1983: 14 plants, 11184: !l plants, 1985: L
plant, and 11186: 2 plants.

Protection of the PulJlic
b My major concem with t~ legislation is that the public will not.;
e adeq11;ately comJ;>ensated m the event of a major nuclear power:IJ!ant acCident. I b~Iieve there.~re two major defects in this legislation.
he first proplem.Is the re~entmn of an artificial limit on the amount
of money. which~ be available to compensate the public in the event
of an .acc~dent. 'fhis P!oblel!l as it existed over the last twenty years.
has highligh_ted m. a dt~cusswn of the current Price-Anderson Act by
t 7 eclColum~IE!- .UmverSity Study; Issues of Financial Protection in
.~.vu ear Activ~tus.
. The Act th~s did not fully achieve the legislative goal oia.Ssur-·
mg compensation to.the _public ... the decision to limit liabilityrep!esents a determmatwn that a major share of the costs of an·
acc1de~t should be home by its victims ....6
·
F~rther, m the new legislation, we continue to. limit liabilit at a
relatively low lev~l.. For the !lear term, in fact, the liability will !till be··
,Waced at $560. million. It will gr:adually float upward to $1-2 billion.
rom 1\.EC es~unates of the possible damages resulting from a nuclear
poie} plant disaster,. these amounts are woefully inadequate. In severa P ace~ the comnnttee hints thatJ in the case of an accident which
surpasses m damages the limit of financial protection afforded nuclear
reactors, the Con,gr~ss would pass a supplementary appropriation to.
chm.tpt?-sate the VICtims. This appears to negate the purpose for which·
t ~ nee-Anderson Act was onginally enacted: that is to provide·
qndck, fldequ!lte co~pensation for the public, to spare the;n;, the anxiety
a~ gnef whiCh would attend a delay in obtaining relief and to minimize aD:d expedi~e the .adminis~r.ative and legal complica'tions that are
mvdlved m trymg to mitigate the effects of a disaster. I believe
a m or er to f~ll these goals, full compensation should be ~ar-·
anteed to the pubhc by this law. Reliance on quick CongresSional
r~sponse to a catastrophe is inappropriate and is not supported b
history· B~cau~e of this, I believe that we should more fulb e lor!',
other posstble msurance programs which would provide fcll li:lflity
chvePriratse or we should explore the possibilities more fully of allowing·
t e . ce-An_derso~ to lapse. After all, Chairman Dixy Lee Ray was.
asked man mt~mew in the National Journal of March, 1973 if she
thought the Pnce-Anderson Act should be allowed to lapse She .
answered:
·
I t~ ies absolutely the thing to do. The Price-Anderson Act
cllme mt? effect at a tir~e when there was no nuclear industry at·
a. , at a ~e when we didn't really know whether it was commerbtally feastble to ?eyelop, nuclear power plants, but now it's
. een proved that .It IS. It~ ~een proved they can operate; the
msuranc~ compames are willing to insure them.
S~e said ~he~~ were no difficulties with nuclear industry as-SUIDinghin~ullliability; ,' 1No, in fact the plarlis that they will do the
same t · g they ~o m a great many industries, have pool insurance. The only thmg that has prevented it is the Price-Anderson
Act. Why should the industry do it if the Government has been?" r

:Lw:J;s
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The second defect in this legislation concerns what I feel must be
th{;l cornerstone of this coverage: the quick and orderly compensation
of victims of a nuclear accident. In order to compensate the public
quickly, there must be available liquid assets from which to draw.
Unfortunately this bill proposes the establishment of a "retrospective" or "deferred" premium in which premiums would only be assessed by ~he Commission in the even~ of a nuclear power pl~t disaster. The licensees wou1d not be requiTed to hold these premmms as
cash. Thus, in order to pay its premium on demand by the Commission each .utility would either have to use whatever assets are currently available, or more likely would have to immediately raise a
substantial amount of funds. Not only would this process take a great
deal of time, but it could wreak havoc within our financial system.
Consider the scenario of several hundred utilities borrowing substantial sums of money or floating new bond issues at the same time. For
these reasons I feel that the retrospective premium system as outlined
in this legislation is inadequate. It is eminently more reasonable to
require the Atomic Energy Commission to assess these premiums on
the utility at the time of licensing or on a yearly basis, and hold the
funds in escrow.
.
·
There is a further flaw in the committee's system of retrospective
premiums. The possibility exists for a gap in coverage. This gap
would occur if any utility defaulted on its obligation to pay its premium
and if the full amount, or more than the full amount of financial
protection was needed. This legislation addresses this problem in a
vague manner:
.·
The Commission shall establish such requirements as are
necessary to assure availability of funds to meet any assessment
of deferred premiums within a reasonable time when called for,
and may provide reinsurance or guarantee the payment of such
premiums in the event it is not feasible to assure their payment
through the resources of private industry and insurance. 8
Thus this section allows the Government to guarantee any
defaulted premiums. The ultimate insurer, then, is still the Federal
Government, contrary to the expressed wish of this Joint Committee.
If this is allowed to continue in this legislation, at least the Commission should be explicitly given the power to order whatever sanctions are necessary, including fines and revocation of licenses of those
plants who default on their premium payments after a major
catastrophe.
My final comment concerns the desii·e of this committee to break
with precedent and tradition and extend the coverage provided by
thls Act for twenty years, until August 1, 1977. I firmly believe that
such a step would be wrong and dangerous. The past few years have
amply demonstrated that the rate of change in the field of nuclear
energy is accelerating. Who can be sure what lies ahead? What new
developments may render this Act, or the coverage it provides,
obsolete' or inadequate? The requirement of this proposed legislation
that the agency review the insurance system in ten years is not
satisfactory. The members of the Joint Committee have the ultimate
responsibility to the people of this Nation f()r protection in the event
s Section3.
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of a nuclear catastrophe. Extending this Act until 1997 does not
a~owledge ~hat the potential' changes over the n.ext twenty yearsthe IntroductiOn of a breeder economy, commermal fuel enrichment
plants, possible use of fusion.-may be so great as to warrant long
before 1997, radical changes in this legislation. Without the assur~nce
provided by an earlier expiration date, that the Congress, the elected
re.prese~tative.s dir~ctly. responsible to_ ~he :people, and ~ot the agency,
will reVlew this legtslat10n, we are abd1eatmg our pubhc trust.
On June 12, this committee called Chairman Ray back before it
to give he.r an opportunity to refute her remarks of March 1973 which
I have quoted herein. This strategy was used after the Joint Committee
examined my separ~te views in an attempt to negat~ them. I find'this
procedure extraordinary to recall Dr. Ray to testify after hearings
have ended; one day after mark-up was originally scheduled, and the
day prior to an open mark-up of this legislation.
Dr.. Ray noted that she has had time to reassess her views on the
need for the Price-Anderson Act since her remarks of last year. The
previous Chairman of the Atomic Energy Commission, James R.
~chlesinger, made the f<:llowing !emarks as he was leaving the AEC
m a statement before this comrmttee on January 23, 1973:
·
Let me say this, in/assing, since I am on my way out of
this job, that I woul recommend, I would personally feel
that when the Price-Anderson Act comes up for reexamination that we substantially amend or phase out that act
because this. industry has built up to the point that it can
underwrite the cost itself of these very improbable accidents.
This committee could do greater service to the best interests of the
American public if this bill were delayed. After weighing all of the
defects in this legislation and after listening to the scientific and
consumer testimony which spoke. against this legislation, I feel that
I must oppose the enactment of this renewal of the Price-Anderson
Act at this time.
TENO RONCALIO.

[Exhibits supplied by Representative Roncalio follow:]
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EXHIBIT I

UNITED STATES SENATE,
Washington, D.O., June 10, 197.1,.
DEAR CHAIRMAN AND MEMBERS OF THE JoiNT CoMMITTEE oN
.ATOMIC ENERGY: Recently, the Joint Committee on Atomic Energy
·completed hearings on the extension of the Price-Anderson Nuclear
Indemnity Act and moved to mark up a bill that would extend the
.Act to 1987, with certain modifications. While it is entirely within
the purview of the cominittee to report this bill, we urge that you
postpone consideration until after the release of the draft of the
Rasmussen Report, which is scheduled for July, and until adequate
time has been provided to study the results of this report. In light of
the fact that the current Price-Anderson Act still has more than three
years to run-until Au~ust, 1977-we do not think that such a postponement would be agamst the national interest, or detrimental to the
nuclear power industry.
In announcing the existence of the Rasmussen study on June 27,
1973, the Atomic Energy Commission said that this !ltudy will provide
a "realistic assessment" and "a more precise quantification of the
probabilities and implications of nuclear accidents." As you know,
this study, ·compiled at a cost of over $2 million, will look at the
probabilities and consequences of potential accidents at nuclear power
plants. Thus, it will examine the rationale behind any new PriceAnderson legislation. Indeed, witnesses for the AEC have referred
to preliminary conclusions of the Report in testifying for a slightly
modified extension of the Price-Anderson Act. This testimony, we
;feel, is not enough disclosure for the Congress to make an informed
·decision. There is a paucity of reliable information regarding the
'risks of nuclear accidents and the potential consequences of such
:accidents. Studies previously endorsed by the AEC are now repudiated
iby the Commission as technically naiv:e, or based ~n inco.rrect assu~p
tions. Although we do not necessanly agree with this conclusiOn,
the imininent release of the Rasmussen Report is the most up-to-date
:·attempt to provide a means by which the Congress can examine the
potential damage from a catastrophic nuclear power plant accident
:and the probability of such an accident. It seems eminently reasonable
that the results of this Report should be used in fashioning new
tlegislation regulating nuclear insurance and indemnity.
It is for these reasons that we urge the cominittee to postpone
Teporting out a renewal of the Price-Anderson Act. We feel that time
·shoiild,be allowed,to consider the relationship between the results of
the Rasmussen Report and new Price-Anderson legislation: A com;ment period of 60'-90 days and new hearings on the ·results of t~e
Report as they affect thiS legislation seem to be indicated. Such a
"delay can only further the protection of the public. It will provide a
.(80)

··more informed analysis of the. very questions the Pri~e-Ande~on A~t
·attempts to address, and it may clear some of the miSt cloudmg this
very complex issue.
·
.
Much of the impetus for sltch an early renewal has come from those
who fear that delay will cause uncertainty in the industry and may
hinder some plans to go nuclear. However, we think that adequately
protecting the public in the event of a nuclear accident is a paramount
concern and that all available information should be studied before
. .
passing.. such important legislati~n. ..
For these reasons, then, we urge you not to report out at th1s time
.a bill which would extend the Price-Anderson Nuclear Indemnity Act .
Sincerely,
HUBERT H. HUMPHREY
·GEoRGE McGovERN
WILLIAM D. HATHAWAY
DICK CLARK
MIKE GRAVEL
LEE METCALF
E:owARD W. BRoOKE
FLOYD K. HASKELL
WILLIAM PROXMIRE
HowARD M. METZENBAUM

WALTER F. MoNDALE
RICHARD S. ScuwEIKER
CHARLES McC. MATHIAS, Jr.
MARK 0. HATFIELD
PHILIP A. HART
FRANK E. Moss
JosElPH R. BmEN
WILLIAM V. RoTH, Jr.
JACOB K. JAVITS
ABRAHAM A. RIBICOFF
EXHIBIT II

CoNGREss oF THE UNITED STATEs,·
HousE oF REPRESENTATIVES,
Washington, D.O., June 11, 197I,.

MEMBERS,
'The Joint Committee on Atomic Energy,
)Washington, D.O.
DEAR MEMBERS: Recently, the Joint Committee on Atomic Energy
•completed hearings on the extension of the Price-Anderson Nuclear
indemnity Act and moved to mark up a bill that would extend the
Act to 1987, with certain modifications. We urge that you postpone
·consideration until after the release of the Rasmussen Report, which
is scheduled for early July, and until adequate time has been provided
to study the results of this report. In light of the fact that the current
Price-Anderson Act still has more than three years to run, we think
·that such a postponement would not be harmful to the national
iinterest or detrimental to the nuclear power industry.
In announcing the existence of the Rasmussen study on June 27,
1973, the Atomic Energy Cominission said that this study would pro-vide a "realistic assessment" and "a more. precise quantification of the
probabilities and implications of nuclear ·accidents." As you know,
·this study, compiled at considerable cost, will look at the probabilities
'and consequences of potential accidents at nuclear power plants.
'Thus, it will examine the rationale behind any new Price-Anderson
!legislation. Indeed, witnesses for the AEC have referred to preliminary
•conclusions of the Report in testifying for a slightly modified exten-
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sion of the Price-Anderson Act. This testimony, we feel, is not enough ·
disclosure for .the C<>ngress to make an informed decision. There is a.
paucity of reliable information regardirig the risks of nuclear accidents
and the potential consequences of such accidents. The Rasmussen
Report is the most up-to-date· means by which the Congress can
examine the potential damage from a catastrophic nuclear power
plant accident and the probability of such an accident. It seems
eminently reasonable that the results of tliis Report should be used in
fashioning new legislation regulating nuclear insurance and indemnity.
It is for these reasons that we urge the Committee to postpone
reporting out a renewal of the Price-Anderson Act. We feel that time
should be allowed to consider the relationship between the results of'
the Rasmussen Report and new Price-Anderson legislation. A comment period of 60-90 days and new hearings on the results of the
Report as they affect this legislation seem to be· indicated. Such a
delay can only further the protection of the public. It will provide a.
more informed analysis of the very questions the Price-Anderson Act
attempts to address, and it may clear some of the mist clouding this
very complex issue.
Much of the impetus for such an early renewal has come from those
who fear that a delay will cause uncertainty in the industry and may
hinder sonie plans to go nuclear. However, we think that adequately
protecting the public in the event of a nuclear accident is a paramount
concern and that all available information should be studied before
.
passing such important legislation.
For these reasons, then, we urge you not to report out at .this time a
bill which would extend the Price:..Anderson Nuclear Indemnity Act~
Sincerely,
DoNALD M. FRASER
BELLA
ABZUG
JoHN D. DrNGELL
JoHN C. CuLVER
GEORGE E. BRowN, Jr.
BrLL FRENZEL
EDWARD G. BrEsTER, Jr.
PETER W. RoDINO, Jr.
MICHAEL HARRINGTON
YvoNNE BRATHWAITE BuRKE
RoNALD V. DELLUMS .
JEROME R. WALDIE
DANIEL J. FLOOD
BoB BERGLAND
JOHN F. SEIBERLING
THOMAS M. REES
ELIZABETH HoLTZMAN
ANDREW yOUNG

s.

BENJAMIN S. RosENTHAL
JosHUA EILBERG
JAMES
SYMINGTON
PAUL S. SARBANES
PARREN J. MITCHELL
JoE MoAKLEY
CHARLES A.
ANIK
DAVID
OBEY
DANTE B. FASCELL
GERRY E. STUDDS
BERTRAM L. PoDELL
RoBERT F. DRINAN
SILVIO
CoNTE
PATRICIA ScHROEDER
MoRRIS K .. UDALL

w.

R.

0.

v

APPENDIX

TABLE I.-OPERATING REACTORS ASSESSED AT $2,000,000 EACH
(Dollar amounts in millions]

Year
1977.• ·-----------·"··--------------1978•••• - ---------------------------1979.••..••••...•..........•.•••.....
1980•••. ----------------------------198L .•....••...••..•••.....••••••...
1982 •••. -- --------------------------1983•••.............•••••............
1984.••.•...........•••••........••..
1985•.•••• --------------------------1986•••.••..........•••..............
1987 •••••••.........••••••...........
1988•••. ----------------------------1989..•.•.......•.....•...•........••
1990•.•. ----------------------------1

Number of
operating
reactors 1

Assessment

96
112
129
146
159
179
202
228
257
283
312
342
373
407

$192
224
258
292
318
358
404
456
514
566
624
684
746
814

Total,
assessment
Insurance plus insurance
$125
125
12b
125
125
125
125
125
125
125
125
125
125
125

$317
349
383
417
443
483
529
581
639
691
749
809
871
939

Remain
AEC
indemnity
$243
211
177
143
117
77
31
0
0
0
0
0
0
0

Based on estimates in WASH-1139 (December 1972).
TABLE 2.-0PERATING REACTORS ASSESSED AT $3,000,000 EACH
(Dollar amounts in millions]

Year
1977•••.•.....•.........•.•.......•.•

mL::::::::::::::::::::::::::::::
1980•••........••.......•.•••.......•

198L ••.••..............•............

m~===::::: ::::::::::::::::::::::::.

1985 ..........•.........•............
1986.••..............................
1987 ..................•..............
1988................................ .
1989..................•..............
1990...........•.....................
1

Number of
operating
reactors 1

Assessment

Insurance

Total,
assessment
plus
insurance

96
112
129
146
151
179
202
228
257
283
312
342
373
407

$288
336
387
438
477
537
606
684
771
849
936
I, 026
I, 119
1, 221

$125
125
125
125
125
125
125
125
125
125
125
125
125
125

$413
461
512
563
602
662
731
809
896
974
I, 061
1, 151
1, 244
1, 346

Based on estimates in WASH-1139 (December 1972).

(33)

Remain AEC
indemnity
$147
99
48
0
0
0
0
0
0

0
0

0
0
0

34
TABLE 3.--oPERATING REACTORS ASSESSED AT $5,000,00() EACH

[Dollar amounts In millions)

Year
1977. ------------------------------·
1978. ----.--- •• ---.------- ---------1979- • -- -···------ -----------------1980---------------------.----------

Ira~::::::::::::::::~:::::::::::::::

1983.- -----------------------------1984. ----------------·-------------1985. -- •.. -------------------------1966. - -----------------------------1967- ------·-------------------·---·
1988- ---------·-- ------------------1989- -·.- ----------------- .. -------1990.- -·-----------------------·--·1

raactors t

Assessment

Insurance

Total,
assessment
plus
insurance

96

$480

129

64!1
730
795
895

$125
125
125
125
125
125
125
125
125
125
125
125
125
125

$605
685
770
855
920
1,020
1,135
1, 265
1, 410
1, 540
1,685
1,835
1, 990
2,160

Number of
operating

112

560

146
159

179

1, 010
1, 140
1, 285
1, 415
1, 560
1, 710
1, 865
2, 035

202
228
257
283
312
342

373
407

Remain AEC
Indemnity:
0
0
0
0·
0:
0
0

o.

0
0
0
0
0

(f

Based on estimates in WASH-U39(December 1972).
TABLE 4.-0PERATING REACTORS ASSESSED AT $10,000,000 EACH

!Dollar amounts in millions!

Year
1977--------------------- ........... .
1978 ___ -... ---.---------------------1979...... - -------------------------198!1.. .... --· ------------ --------~--1991 ..•• --------.---.---- ---.-.-----.
1982.... -------- ··-.• ---------.-----.
1983.... -----------.------------ •• --1984... --------------------- ·-------1985... ---------------.--------------

1986....... ------------------------ -·

1987-···----·-.--.-- -----------------

1988.. ---------------------.--------.

1989... -.. ------.------ ------------.1990..... -.---- ••••• --.- •• -- ----.---1

Number of
operating

Total,
assessment
piU!I
insurance

reactors '

Assessment

Insurance

96
112
129
146
159
179
202
228
257
283
312
342
373
407

$960
l, 120
1, 290
1, 460
1, 590
1, 790
2, 020:
2, 280
2, 571)
2, 831)
3,121>
3,420
3, 73()
4,070

$125
125
125

$1.085

1211
125

1, 715
1, 915
2,145

Based on estimates in WASH-1139 (December 1972).

0

m

125

1,245

1, 415

l, 585

125,
125
125

2,405
2,695

125
125
125

3,545
3,855

125

2,955
3,245

4,195

Remain

AEC
Indemnity

o.
0
0

0
0

0
0
0
0
0
0
0
0·

()!

H. R. 15323

JFtinc~third

Q:ongrcss of the flnitcd ~tatcs of america
AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the twenty-first day of January,
one thousand nine hundred and seventy-four

9n act
To amend the Atomic Energy Act of 1954, as amended, to revise the method of
providing for public remuneration in the event of a nuclear incident, and for
other purposes.

Be it enaeted by tlw Senate and lJOUBe of Representatives of tlw
United States of America in Oongress assembled, That section 11 of
the Atomic Energy Act of 1954, as amended, is amended by amending
subsections q. and t. to read as follows:
"q. The term 'nuclear incident' means any occurrence, including an
extraordinary nuclear occurrence, within the United States causing,
within or outside the United States bodily injury, sickness, disease, or
death, or loss of or damage to property, or loss o:f use of property,
arising out of or resulting from the radioactive, toxic, explosive, or
other hazardous properties of source, special nuclear, or byproduct
material: Provided, however, That as the term is used in subsection
170 1., it shall include any such occurrence outside of the United States:
And provided furtlwr, That as the term is used in subsection 170 d., it
shall include any such occurrence outside the United States if such
occurrence involves source, special nuclear, or byproduct material
owned by, and used by or under contract with, the United States: And
prvvided furtlwr, That as the term is used in subsection 170 c., it shall
include any such occurrence outside the United States or any other
nation if such occurrence arises out of or results :from the radioactive,
toxic, explosive or other hazardous properties of source, special
nuclear, or byproduct material licensed pursuant to Chapters 6, 7, 8,
and 10 of this Act, which is used in connection with the operation of a
licensed stationary production or utilization facility and/or moves
outside the territorial limits o:f the U.S. in transit from one person
licensed by the Commission to another person licensed by the
Commission.
"t. The term 'person indemnified' means ( 1) with respect to a nuclear
incident occurring within the United States or outside the United
States as the term is used in subsection 170 c., and with respect to any
nuclear incident in connection with the design, development, construction, operation, repair, maintenance, dr use of the nuclear ship
Savannah, the person with whom an indemnity agreement is executed
or who is required to maintain financial protection, and any other
person who may be liable for public liability; or (2) with respect to
any other nuclear incident occurring outside the United States, the
person with whom an indemnity agreement is executed and any other
person who may be liable for public liability by reason of his activities
under any contract with the Commission or any project to which
indemnification under the provisions of subsection 170 d. has been
extended or under any subcontract, purchase, order, or other agreement, of any tier, under any such contract or project.''.
SF..o. 2. Subsection 170 a. of the Atomic Energy Act of 1954 as
amended, is amended to read as follows:
"a. Each license issued under section 103 or 104 and each construction
permit issued under section 185 shall, and each license issued under
section 53, 63, or 81 may, for the public purposes cited in section 2 i. of
the Atomic Energy Act of 1954, as amended, have as a condition of
the license a requirement that the licensee have and maintain financial
protection of such type and in such amounts as the Commission in the
exercise of its licensmg and regulatory authority and responsibility
shall require in accordance with subsection 170 b. to cover public
liability claims. 1Vhenever such financial protection is required, it
may be a further condition of the license that the licensee. execute
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and maintain an indemnification agreement in accordance with subsection 170 c. The Commission may require, as a further condition of
issuing a license, that an applicant waive any immunity from public
liability conferred by Federal or State law.".
SEc. 3. Subsection 170 b. of the Atomic Energy Act of 1954, as
amended, is amended to read as follows :
"b. The amount of financial protection required shall be the amount
of liability insurance available from private sources, except that the
Commission may establish a lesser amount on the basis of criteria set
forth in writing, which it may revise from time to time, taking into
consideration such factors as the following: ( 1) the cost and terms
of private insurance, (2) the type, size, and location of the licensed
activity and other factors pertaining to the hazard, and (3) the nature
and purpose of the licensed activity: Provided, That for facilities
designed for producing substantial amounts of electricity and having
a rated capacity of 100,000 electrical kilowatts or more, the amount
of financial protection required shall be the maximum amount available at reasonable cost and on reasonable terms from private sources.
Such financial protection may include private insurance, private contractual indemnities, self-insurance, other proof of financial responsibility, or a combination of such measures and shall be subject to such
terms and conditions as the Commission may, by rule, regulation, or
order, prescribe. In prescribing such terms and conditions for licensees
required to have and maintain financial protection equal to the maximum amount of liability insurance available from private sources, the
Commission shall, by rule initially prescribed not later than August 1,
1976, include, in determining such maximum amount, private liability
insurance available under an industry retrospective rating plan providing for premium charges deferred in whole or major part until
public liability from a nuclear incident exceeds or appears likely to
exceed the level of the primary financial protection required of the
licensee involved in the nuclear incident: PrmJided, That such insurance is available to, and required of, all of the licensees of such facilities without regard to the manner in which they obtain other types or
amounts of such financial protection: And provided further, That
the maximum amount of any deferred premium which may be charged
following any nuclear incident under such a plan shall be not less than
$2,000,000 nor more than $5,000,000 for each facility required to maintain the maximum amount of financial protection. The Commission
is authorized to establish a maximum amount which the aggregate
deferred premiums charged for each facility within one year may not
exceed. The Commission may establish amounts less than the standard
maximum premium for individual facilities taking into account such
factors as the facility's size, location, and other factors pertaining to
the hazard. The Commission shall establish such requirements as are
necessary to assure availability of funds to meet any assessment of
deferred premiums within a reasonable time when due, and may provide reinsurance or otherwise guarantee the payment of such premiums
in the event it a_ppears that the amount of such premiums will not be
available on a tlmely basis through the resources of private industry
and insurance. Any agreement by the Commission with a licensee or
indemnitor to guarantee the payment of deferred _premiums may contain such terms as the Commission deems approprrate to carry out the
purposes of this section and to assure reimbursement to the Commission for its payments made due to the failure of such licensee or
indemnitor to meet any of its obli15ations arising under or in connection with financial protection reqmred under this subsection including
without limitation terms creating liens upon the licensed facility and
the revenues derived therefrom or any other property or revenues of
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such licensee to secure such reimbursement and consent to the automatic revocation of any license.
SEa. 4. Subsection 170 c. of the Atomic Energy Act of 1954, as
amended, is amended by deleting the phrase "and August 1, 1977, for
which it requires financial protection," in the first sentence and substituting therefor the phrase "and August 1, 1982, for which it requires
financial protection of less than $560,000,000," and by deleting the date
"August 1, 1977" in the last sentence wherever it appears and substituting therefor the date "August 1, 1982".
SEc. 5. Subsection 170 d. of the Atomic Ener~ Act of 1954, as
amended, is amended by deleting the phrase "until August 1, 1977,"
in the first sentence and substituting therefor the phrase "until
August 1, 1982,''.
SEc. 6. Subsection 170 e. of the Atomic Energy Act of 1954, as
amended, is amended to read as follows:
"e. The ag~regate liability for a single nuclear incident of persons
indemnified, mcluding the reasonable costs of investigating and setting
claims and defending suits for damage, shall not exceed ( 1) the sum
of $500,000,000 together with the amount of financial protection
required of the licensee or contractor or (2) if the amount of financial
protection required of the licensee exceeds $60,000,000, such aggregate
liability shall not exceed the sum of $560,000,000 or the amount of
financial protection required of the licensee, whichever amount is
greater: P1'ovided, That with respect to any nuclear incident occurring
outside of the United States to which an agreement of indemnification
entered into under the provisions of subsection 170 d. is applicable,
such aggregate liability shall not exceed the amount of $100,000,000
together with the amount of financial protection required of the
contractor.".
SEc. 7. Subsection 170 f. of the Atomic Energy Act of 1954, as
amended, is amended to read as follows:
"f. The Commission is authorized to collect a fee from all persons
with whom an indemnification agreement is exeeuted under this section. This fee shall be $30 per year per thousand kilowatts of thermal
energy capacity for facilities licensed under section 103: Pro"vided,
That the Commission is authorized to reduce the fee for such facilities
in reasonable relation to increases in financial protection required
above a level of $60,000,000. For facilities licensed under section 104,
and for construction permits under section 185, the Commission is
authorized to reduce the fee set forth above. The Commission shall
establish criteria in writing for determination of the fee for facilities
licensed under seetion 104, taking into consideration such factors as
(1) the type, size, and location of facility involved, and other factors
pertaining to the hazard, and (2) the nature and purpose of the
facility. For other licenses, the Commission shall colleet such nominal
fees as it deems appropriate. No fee under this subsection shall be less
than $100 per year.".
SEC. 8. Subsection 170 i. of the Atomic Energy Act of 1954, as
•
amended, is amended to read as follows:
"i. After any nuclear incident which will probably require payments by the United States under this section or which will probably
result in public liability claims in excess of $560,000,000, the Commission shall make a survey of the causes and extent of damage which
shall forthwith be re~orted to the Joint Committee, and, except as
forbidden by the provisions of chapter 12 of this Act or any other law
of Exeeutive order, all final findings shall be made available to the
public, to the parties involved and to the courts. The Commission shall
report to the Joint Committee by Aprill, 1958, and every year thereafter on the operations under this section.".

\
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SEc. 9. Subsection 170 k. of the Atomic Energy Act of 1954, as
amended, is amended by deleting the date "Au~st 1, 1977" wherever
it appears and substituting therefor the date ' August 1, 1982".
SEC. 10. Subsection 170 o. of the Atomic Energy Act of 1954, as
amended, is amended by adding at the end of the second sentence in
sub~aragraph (3) the words "and shall include establishment of priorities between claimants and classes of claims, as necessary to insure
the most equitable allocation of available funds.".
SEc. 11. Section 170 of the Atomic Energy Act of 1954, as amended,
is amended by adding subsection p., to read as follows:
"p. The Commission shall submit to the Congress by August 1, 1979,
a detailed report concerning the need for continuation or modification
of the provisions of this section, taking into account the condition of
the nuclear industry availability of private insurance, and the state of
knowledge concerning nuclear safety at that time, among other relevant
factors, and shall include recommendations as to the repeal or modification of any of the provisions of this section.
SEc. 12. The provisions of this Act shall become effective thirty
(30) days after the date on which the Joint Committee on Atomic
Energy submits to the Congress an evaluation of the Reactor Study,
entitled "An Assessment of Accident Risks in the U.S. Commercial
Nuclear Power Plants", AEC Report Number WASH-1400, except
that it shall not become effective if within the thirty (30) day period
after the Joint Committee submits its evaluation, the Congress adopts
a concurrent resolution disapproving the extension of the PriceAnderson Act.

Speulcer of the House of Representatives.

Viae President of the United States and
President of the Senate.

FOR IMMEDIATE RELEASE
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THE WHITE HOUSE
TO THE HOUSE OF REPRESENTATIVES:
I am returning without my approval H.R. 15323,
"To amend the Atomic Energy Act, as amended, to revise
the method of providing public remuneration in the event
of a nuclear incident, and for other purposes. 11
, The first eleven sections of the bill basically
carry out recommendations of the Atomic Energy
Commission, and I would be glad to approve them if
they stood alone.
Section 12, however, would provide that 1'the provisions of this Act shall become effective thirty (30) days
after the date on which the Joint Committee on Atomic
Energy submits to the Congress an evaluation of the
Reactor Study, entitled 'An Assessment of Accident Risks
in the U. S. Commercial Nuclear Power Plants,' AEC Report
Number WASH-1400, except that it shall not become effective
if within the thirty (30) day period after the Joint
Committee submits its evaluation, the Congress adopts a
concurrent resolution disapproving the extension of the
Price-Anderson Act. i> The import of this section is that
after I have approved the bill, the Joint Committee and
the Congress would further consider whether it should
ever become effective.
I cannot approve legislation under these circumstances
if, indeed, the bill can properly be called legislation
rather than merely the expression of an intent to legislate.
The presentation of a bill to me pursuant to Article I,
section 7 of the Constitution amounts to a representation
by Congress that, as far as it is concerned, the legislation
is ready to become effective, subject perhaps to some
extrinsic condition precedent, but not to further congressional deliberation. Here, however, Congress in
effect requests my approval before it has given its own.
In this instance~ the clear constitutional infirmity
of the bill not only affects my powers and duties but
directly endangers substantial and important private
rights. If the bill is unconstitutional, it will remain
unconstitutional despite my signing it. As a result~ a
sure source of funds for prompt payment of public
liability claims, a primary objective of the Price--Anderson
Act, would be in doubt. The uncertainty over nuclear
liability protection would also adversely affect that
private investment which will be necessary as nuclear
power assumes its vital role in meeting the nation's
energy requirements. The public interest would not be
served by approving legislation which creates these
uncertainties.
.~
I urge the Congress to reenact the bill promptly
so as to remove the problems which Section 12 now
raises.
GERALD R. FORD
THE WHITE HOUSE,
October 12., 1974
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October 12, 1974

Received from the White House a sealed envelope
said to contain H.R. 15323, An Act to amend the Atomic
Energy Act of 1954, as amended, to revise the method of
providing for public remuneration in the event of a
nuclear incident, and for other purposes, and a veto
message thereon. ·
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October l, 1914

j
i

Dear Mr. Director:
The following bills were received at the
White Bouse on October ~:

H.R. 15301
H.R. 15323~/ /
H.R. 16o32 t/
Please let the President bave reports and
reeonmendations as to the approval of these
bills as soon as possible.
Sincerely,

Robert D. Linder

Chief Executive Clerk

The Hoaorable Roy L. Aah
Director

Office of Management and Budget
Washington, D. C.
·
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