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Last Day: December 31
December 30, 1975

V i‘ MEMORANDUM FOR THE PRESIDENT
FROM: JIM CANNO :
M ' SUBJECT : H.R. 8631 - Price-Anderson Act

Amendments

Attached for your consideration is H.R. 8631, sponsored
by Representatives Price and Anderson, which would
amend the Atomic Energy Act of 1954, as amended, to
provide for the phaseout of governmental indemnity

as a source of funds for public remuneration in the
event of a nuclear incident.

The enrolled bill would:
-- Extend for ten years, until August 1, 1987 the
existing governmental indemnity known as the

Price~Anderson Act.

-- Provide a gradual transfer of indemnification from
Government to private sources.

-- Provide an increase in the limit of licensees' liability.

-- Provide a limited extension of indemnity coverage
outside the United States.

A detailed discussion of the provisions of the enrolled
bill is provided in OMB's enrolled bill report at Tab A.

OMB, Max Friedersdorf, Counsel's Office (Lazarus) and
I recommend approval of the enrolled bill.

RECOMMENDATION

That you sign H.R. 8631 at Tab B.






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

DEC 2 4 197%

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 8631 - Price Anderson Act
Amendments
Sponsors - Rep. Price (D) Illinois and Rep. Anderson
(R) Illinois

Last Day for Action

December 31, 1975 - Wednesday

Purpose

To amend the Price-Anderson Act to provide for: (1) its
extension for ten years until August 1, 1987; (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 United
States.

Agency Recommendations

Office of Management and Budget Approval
Energy Research and Development

Administration Approval
Nuclear Regulatory Commission Approval(Tnfarmally)
Federal Energy Administration Approval
Department of Commerce No objection
Department of the Treasury No objection
Department of Justice Defer to NRC
Discussion

The Price-Anderson Act was enacted in 1957 and amended in 1965
and 1966. It was designed to protect the public and the emerg-
ing 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




This figure represents $435 million of Government indemnifica-
tion, plus $125 million of private insurance now available.

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 time involved in planning new commit-
ments to nuclear power plants and the need to anticipate con-
tractual arrangements, the Administration submitted a draft
bill to Congress in June 1975. The enrolled bill is a modified
version of this proposal and would amend the Price-~Anderson

Act as follows:

--~ @xtends for ten years (from August 1, 1977 to
August 1, 1987) the Nuclear Regulatory Commis=
sion's (NRC) authority to require financial
protection of and to provide indemnification
for its licensees. This extension would also
apply to the authority of the Energy Research
and Development Administration to enter into
similar agreements with its contractors.

-- clarifies existing law to recognize that the total
liability of a licensee may eventually be covered
by private insurance. The Commission is required,
within one year of enactment of this legislation,
to determine the maximum amount of private liability
insurance available. Considered in this determina-
tion 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
financed by prepaid premiums, or the "base layer
of insurance," up to $560 million.

The Commission may also raise the limitation on
liability of licensees if private insurance is
available in excess of $560 million.

-- authorizes NRC to approve private insurance plans
which include a "base layer of insurance" funded
by prepaid premiums in addition to 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 pro-
vision 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 premiums" 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 availability of funds
despite any defaults. Measures to assure reim-
bursement, such as liens on property and revenues
of a defaulting licensee and automatic revocation
of any license, would be permitted.

requires that after a nuclear incident that would
probably result in 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, the Representa-
tives of the affected districts, and the Senators
of the affected States. All information not
detrimental to our national defense would be
available to the public. Such a survey and report
are now required only when any Government payments
are probable. This revision takes into account
the possibility that private indemnification

could completely replace Government payments in
the future.

extends the indemnity provisions of the bill to
offshore nuclear power plants and to shipment

between licensees in the United States which are [§ ;fiE«

routed beyond territorial waters.




-- increases from 10 to 20 years the effect of the
statute of limitations with respect to claims
arising from a nuclear incident.

-- reverses the present provision that allows rea-
sonable costs of investigating, settling claims
and defending damage suits to be included in
the $560 million designated to pay claims.
These expenses would now be in addition to the
limit on liability.

-- 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, 1983, a report and recommendation
concerning the need for continuation or modifica-
tion of the Price-Anderson system based on relevant
conditions at the time, including the conditions
of the nuclear industry, availability of private
insurance, and the state of knowledge of nuclear
safety.

Similar legislation was passed by Congress in October 1974, but
vetoed by you based on the unconstitutionality of a section
which would have allowed the Congress to prevent the bill from
becoming effective by passing a concurrent resolution within
a specified time. That section is not in the enrolled bill.

77 T

Assistant Director
for Legislative Reference

Enclosures




UNITED STATES
ENERGY RESEARCH AND DEVELOPMENT ADMINISTRATION
WASHINGTON, D.C. 20545

Mr, James M, Frey

Assistant Director for
Legislative Reference

O0ffice of Management and Budget

Dear Mr. Frey:

The Energy Research and Development Administration is pleased to
respond to your request for our views and recommendations regarding
Enrolled Bill H.R. 8631, an Act '"[t]o amend the Atomic Energy Act of
1954, as amended, to provide for the phaseout of governmental indemnity
as a source of funds for public remuneration in the event of a nuclear
incident, and for other purposes.'

We strongly support this bill and recommend that the President sign it.

Essentially, this bill would extend for 10 vears (to August 1, 1987)
the existing governmental indemnity, known as the Price-Anderson Act
(42 U.S.C. 2210), which provides for the indemnification of licensees
and Government contractors in the unlikely event of a serious nuclear
incident. At the same time, the bill is designed to provide for a
phaseout of the governmental indemnity system so that ultimately any
public liability claims would be covered by private insurance.

From its inception in 1957, the paramount purpose of the Price-Anderson
indemnity system has been to protect the public. Large nuclear power
plants are required to maintain the maximum amount of private insurance
available, currently $125 million. In the event of a serious nuclear
incident resulting in damages in excess of that amount, federal indemnity
payments would be available to supplement insurance funds to an upper
aggregate limit of $560 million. It should be stressed, however, that
the safety record of the nuclear industry is unparalleled, there having
been only one nuclear accident in 1961 which resulted in the death of

one person with a consequent indemnity payment of $70,000.

In addition to its major purpose of extending the life of the Price-
Anderson coverage for ten years, this enrolled bill would also make
some salient changes in the existing Law, as follows: (a) the 0
definition of 'nuclear incident'" (42 U.S.C. 201k4q.) is broadened so %
as to cover off-shore nuclear power plants and transit of nuclear Y
facilities outside U.S. territorial limits; (b) the phaseout of the s
existing governmental indemnity system would be achieved through the
use of a retrospective rating plan to be used by the private liability
insurance industry with the amount of deferred premiums required
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Mr. James M, Frey -2 -

thereunder being established under the amended statutory provision

and the Government ultimately becoming only a guarantor for such deferred
premiums (Sec. 3 of H,R. 8631, amending 42 U.S$.C. 1076.); and (c) the
amount of private insurance required by the Nuclear Regulatory

Commission to be carried by a licensee might exceed $60 million and

such insurance, together with indemnity payments, would defray public
liability claims to a total aggregate up to $560 million. It is
provided, however, that if a nuclear incident should result in claims
exceeding that aggregate amount, the Congress could enact appropriate

ad hoc disaster legislation (Sec. 6 of bill amending 42 U.S.C. 170e.).

Sincerely,

Robert €. Seamans, Jr.
éd\ Administrator



FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C. 20461

MEMORANDUM FOR: James M. Frey
Assistant Director
for Legislative Reference

FROM: Michael F. Butler “ALVJzza
General Counsel
Federal Energy Administration

SUBJECT: Enrolled Bill - H.R. 8631

This is in response to your request for the views of the
Federal Energy Administration on H.R. 8631, "To amend the
Atomic Energy Act of 1954, as amended, to provide for the
phaseout of governmental indemnity as a source of funds for
public remuneration in the event of a nuclear incident, and
for other purposes."

Extension of the "Price-Anderson" Act which provides Federal
indemnity in case of an accident at a licensed nuclear
facility was proposed by the Administration in this session
of Congress. The Administration measure was designed to
extend "Price-Anderson” for 10 years and to phaseout govern-
ment indemnity and replace it by private insurance coverage.
While containing some changes from the original Administra-
tion draft language, H.R. 8631 fully accomplishes the
objectives of the original Administration proposal.

H.R. 8631 would extend "Price-Anderson" coverage for ten
years. It is intended to protect the public in case of a
nuclear accident at facilities licensed and regulated by the
NRC. At present the nuclear industry maintains $125 million
in private insurance coverage. Should damages in excess of
that amount result from a nuclear incident, Federal indemnity
payments would be available to supplement insurance funds up
to the $560 million limit of liability which is provided for
in the Act.

In addition, H.R. 8631 would amend the current law to provide
for the eventual phaseout of government indemnity as private
insurance becomes increasingly available through a retroactive



premium mechanism. The current $560 million limit of liability
would float upward as new reactors are licensed by the NRC

with no upper limit of liability for such private insurance
coverage. Also, H.R. 8631 would extend indemnity coverage

to certain nuclear incidents occuring outside U.S. terri-
torial limits. All of these amendments to the current Act

were proposed by the Administration in its original draft.

H.R. 8631 includes certain amendments agreed to by Congress
which were not contained in the original Administration
draft bill. Each of these amendments is considered to be
primarily technical in nature, and, as a result, the changes
adopted by Congress have not substantially altered the
Administration's original proposal.

Five new amendments were agreed to by Congress. The first
provides for Congressional review and appropriate action in
connection with any accident resulting in damages in excess
of $560 million. This incorporates into the Act a provision
which has always been clearly expressed in the legislative
history. FEA has no objection to this amendment.

The second change provides that the NRC accident report
pertaining to any accident which might have damages in
excess of $560 million, be made available to the public
unless such disclosure would cause serious damage to the
national defense of the United States. FEA has no objection
to this amendment.

The third change would exclude from payment under the $560
million indemnity the costs for investigating and settling
claims and the costs for defending damage suits. FEA has no
objection to this amendment.

The fourth change would extend the maximum statute of
limitation for damage claims from 10 to 20 years. FEA has
no objection to this amendment.

The fifth change requires that the NRC accident report,
pertaining to any accident which might have damages in
excess of $560 million, be made available to Congressmen and
Senators whose districts and States are affected by such
accident. FEA has no objection to this amendment.

In conclusion, the FEA strongly recommends that this Act be
endorsed by the President.



THE UNDER SECRETARY OF COMMERCE
Washington, D.C. 20230

DEC 22 i3/3

Honorable James T, Lynn

Director, Office of Management
and Budget

Washington, D. C. 20503

Attention: Assistant Director for Legislative Reference
Dear Mr. Lynn:

This is in reply to your request for the views of this Department
concerning H.R. 8631, an enrolled enactment

“To amend the Atomic Energy Act of 1954, as amended,
to provide for the phaseout of governmental indem-~
nity as a source of funds for public remuneration
in the event of a nuclear incident, and for other
purposes.”

The principal purpose of H.R, 8631 is to extend the Price~Anderson
Act for an additional 10-year period, and to phase out the Govern~-
ment 's present role as an indemnitor in the event of a nuclear
incident.

The provision in section 1 relating to the nuclear ship Savannah
appears to be moot since the Savannah is not presently operating
and there are no plans to operate it in the future.

This Department would have no objection to approval by the President
of H.R. 8631,

Enactment of this legislation will not involve the expenditure of
any funds by this Department.

Sincerely,

Reacy 77

James A. Baker, III




THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

DEC 23 1975

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for Legislative
Reference

Sir:

Your office has asked for the views of this Department on
the enrolled enactment of H.R. 8631, "To amend the Atomic
Energy Act of 1954, as amended, to provide for the phaseout
of governmental indemnity as a source of funds for public
remuneration in the event of a nuclear incident, and for
other purposes.”

The enrolled enactment would amend the Atomic Energy Act
of 1954, as amended, which provides for an insurance program
to protect the nuclear power industry from unlimited exposure
to damage claims. The program protects the public against
loss and damages up to $560 million resulting from a nuclear
power accident and limits, to that same amount, the liability
of the industry for damages from such an accident. The bill
would extend for ten years, until August 1, 1987, the
program of Federal insurance for the nuclear power industry.

The Department would have no objection to a recommendation
that the enrolled enactment be approved by the President.

Sincerely yours,

At —~

rdner




ASSISTANT ATTORNEY GENERAL
T LEGISLATIVE AFFAIRS

Bepartment of Justice
Washington, B.¢. 20530

December 23, 1975

Honorable James T. Lynn
Director

O0ffice of Management and Budget
Washington, D. C. 20503

Dear Mr. Lynn:

In compliance with your request I have examined a
facsimile of the enrolled bill H.R. 8631, 94th Cong., 1lst
Sess., '"To amend the Atomic Energy Act of 1954, as amended,
to provide for the phaseout of governmental indemnity as a
source of funds for public remuneration in the event of a
nuclear incident, and for other purposes.”

The bill is in most respects identical with H.R. 15323,
93d Cong., on which the Department of Justice commented to
you on October 9, 1974. A copy of those comments is attached.
In that report this Department recommended Presidential
disapproval on the basis of a provision--not contained in
H.R. 8631l--which would have enabled Congress to repeal the
bill after its enactment by way of a concurrent resolution
not presented to the President.

President Ford disapproved the bill. 1In his veto message
of October 12, 1974, he stated that he would have been glad
to approve the remaining sections of the bill if they had
stood alone.

The major differences between this bill and H.R. 15323
are that this bill omits the provision to which the President
objected, and that it extends the basic legislation for ten
rather than five years. H. Rept. 94-648, p. 3. The bill
contains several additional apparently minor variations from
H.R. 15323, 1In view of the highly technical nature of the
legislation, we are in no position to evaluate these varia-
tions in the short time limit for the review of enrolled



bills, especially since we have not been previously consulted
in connection with it. Prima facie they do not appear to

involve anything within the responsibilities or expertise of
the Department of Justice.

The Department of Justice therefore defers to the views

of the Nuclear Regulatory Commission as to whether this bill
should receive Executive approval.

Sincerely,

Michael M. Uhlmann
Assistant Attorney General
Office of Legislative Affairs

Attachment




Uonorable Roy L. Ash
Director, Offlce of Management

and Budgeat ' * . :
Washington, D. C. 20503 o . QCT 9 1974

Deax Er‘ Ash:

~ In compliance with your reguest, I have examined a facsimile of
the anrollad bill H.R, 15323, "To amend the Atomie Energy Act of 1954,
as amended, to revise tha method of providing for public remuneration in
tha event of a nucleay incident, and for other purposas.”

1

I o

§f‘ Tha enrolled bill primarily would amend section 170 of the Atomlc

g!\ Energy Act, commonly referred to as the Price-Andersoa Act. The Price~

xfj - . Anderson legislation was originally enacted to assure tha availabilizy of

i* funds to satlsfy 1iabllity claims in the event of a nuclear accident and

to @liminate tha daterrsnt to tha use of atomian energy for power produc—

i tion posed by the prospect of such large liability. Broadly, these

;o purposes have been achlesved in the following manner. First, persons

- licensed to operate nuclear power resctors or othaer production and

é V utilization facilities are required to have and maintain financial pro—

; - tection in the form of insurance or otherwise to cover liability claims
resulting from a nuelear incident involving the faecility. Generally the
amount of financial protection required 1s equal to the amount of
1iability insurance avallable from privats sources, Financial protection
may include private insurance, private indemnities, salf-insurancs, other.
proof of financial respongibility, or a combinatlon of such measures.
Sacond, the Atomic Ensrgy Commission 1s required to indemmify licensaes
against llability claims in excess of the financlal protection raquired,

. up to $300,000,000. Finally, the public liability of indemnifled licenseas
is limited to the sum of the amount of financial protectlon requirsd and
the amount of iIndemmity, not to exceed $560,000,000.

The Price-Anderson Act originally authorized the Commisgion to
imdennidy llcensees for whom licenses were issued prior to August 1, 1867.
This authority was subsequently extended by Public Law 39-210 to licenses
1ssued prior to August 1, 1977. The enrollad bill would extend the basie
Price-Anderson ayatem for ancther ten-year period with thrase major

- changes: (1) a phasing out of governmental indemnity, (2) an increase in
the mmount to which liability i3 limired, and- (3) an extension of indemnity
covarage to cartain nuclaar incidents occarring outside tha territorial
Yimits of the United States. :




You have specifically ssked us to direct cur sttentiom te sectioa 12
of the bill, vhich vrovides as follows:

The provizions of this Aot ahall become affective thirty (35)
dayz after the date on which the Joint Committes sn Atomic Energy
sudnirs To the Congress an evaluation of the Raactor Study,
entitled “An Assessment of Accident Rigke in the U.8. Comuercisl
Yaclesr Powar Plante,” AEC Rwport Huebar WASE-1400, axcept that
it shall not become effective 17 within the thirty (30) day-
pexriod after the Joint Coomittes submite its evaluatien, the
Gongreas adopts & concurrent resslution disspproving the extension
of the Prica-Andavson Act.

The affect of this section 1is to enable a Committes of Congress and the
two Houses of Congresa to prevent the d1ll from aver bocoming effactive
after 41t has bean approved by the Fresidant: the former by not submitting
an ovaluation vepert, and the latter by paesing a comcurrent resolution
disapproving extersion of the Price-Anderson Act. Yor the reasons
azplained below, 1t is the visw of this Dapartwment that sectien 12 s
meonstitutional, axd unsound ag 3 matter of poliey.

This provisien vioclstes the well-astablished primeipls that
Comxdttess of Congresa cannot perforn a lepisiative fumetlioa (37 Op AG.
56, 38 (1933)) aud that concurreat resolutions of Congrass not presented
to the Presideat camuor have any leagal effact eutsida the confines of the
Capitel. U.S5. Constitution Art, 1, Sec. 7. clsuses 2 aad 3; 8. Rept. 1333,
S4th Cong. Ist Sess., p. 6. Beyonad this, however, the bE1l has an aspect
vhick to our knowledge is unprecedented. Pzst provisions for wetoes by
concurrant resslution or by Coomittess have had the Lfatended effect of
controlling Executive action ox of terminating existing legislation.
Section 12 wounld prevent legisiatiom presented to the Presidenmt from ever
boconing effective. In this the clause 12 wnique, aad raises s scrious
ghallenge to the integrity of the legislistive process.

The presentation of legizlatien to thae President pursvant to Article I,
Ssction 7 ccustitutas a reprasentatios to the Preatdent by the Congress that
the legislation 1s ready to become law -~ its effactiveness subject, on
sccasion, to exterazl conditions pracedeat, but not %o further delibsration
by the Comgrase. Here, however, Congrass takes the pesitienm that the
Prasident should approve thas bIll, buz that Comgress will aweic 1its
exaningtion of a Reactor study before It datarmines whather the logislation
shoyld take effect. Contrary o the Constituticnal scheme, it seeks to
‘fovee the Presidant to make his finsl decision on the wattar before the
Congrass -~ aad, in the circumstances of this case, to axpend his veto
option without having befors him cortais material sc velevaat that the
Congress iz uvowilling te act without it. e cammel sece how tha ?ralidon! 4
car: be saxpected 2o spprove tia DAY iz this posture.



We vealize, of course, that Presidents bave Iraquently approved
sperpactmemt clanges ix yvitally.meeded logisiaviwa, especially in ——
appropriation ‘and gutherisation acts. ¥Yor A grecent examplé sso _
Frasideat Eixon's statement of August 5, 1974, velating to the Depaxt=
nest 'of ‘Defanse Appropristion duthorization Act of 1925, 10 Weekly . ¢
Compilation of Prestdential Documents 1007 (1974). I eur view;’ Jsoww-r'
kmmmvmyaxm:wityofmm,m the effects of 1its
Wmimdm argue against & giailarly tolerent utz:lfm!é 1a ;m
“egne.s Se think 1t ‘particolarly fupertant to scotch this _zew type 2f
ancroschueat on Executive perogative when it has fixst’ appearsd, heemg
1ts potantial for futpre usa iz sworméus. It 18 an attractive device for
_shifsteg iattial mmsibmcy for legislation to the Presidest, and for .
giving Congress tha politieal evadft for legislation which Lt has not
definitively passad., 7The doubtful constitutionality of encroschment
sleuses that have beon allowad to pess in sther statutes rarvely affects
private tights of citlzens. Here, howaver, the unconstitutiemality of
soction IZ may destroy the entive Price-Anderson Act- structure and jspair
m’n}!gity of the finaneial gmmtm it provides.

Téﬂ Pepaxtuent of Justimt-w: aga.iaat Emuzin sppreoval pz

* ‘"5‘“

AP A I e

' i(ﬁignqd) W. Vincent Rekestraw

. Vingent Rakastraw
.é.saia::an: Attoynay Geneyal
Qffiex of Legisiative Affairs
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

DEC 2 4 1975

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 8631 - Price Anderson Act
Amendments
Sponsors - Rep. Price (D) Illinois and Rep. Anderson
(R} Illinois

Last Day for Action

December 31, 1975 - Wednesday

Purgose

To amend the Price-Anderson Act to provide for: (1) its
extension for ten years until August 1, 1987; (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 United
States.

Agency Recommendations

Office of Management and Budget Approval
Energy Research and Development

Administration - Approval
Nuclear Regulatory Commission ‘ Approval(v“omwmlly}
Federal Energy Administration , Approval
Department of Commerce ' - No objection
Department of the Treasury No objection
Department of Justice Defer to NRC
Discussion

The Price-Anderson Act was enacted in 1957 and amended in 1965
and 1966. It was designed to protect the public and the emerg-
ing 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.

Attached document was not scanned because it is duplicated elsewhere in the document



THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LOG NO.: =

Date: December 24 Time: 130pm
Glenn Schleeded#A

FOR ACTION: Paul Leach < cc (for information): gack Marsh
Max Friedersdorf  ~ Jim @avanaugh

Ken Lazarus
Bill Seidman ##_—

FROM THE STAFF SECRETARY

DUE: Date: December 29 Time: noon

SUBJECT:

H.R. 8631 - Price-Anderson Act Amendments

ACTION REQUESTED:

For Necessary Action For Your Recommendations

Prepare Agenda and Brief Draft Reply

X For Your Comments ——_ Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

T
™ e
G B "

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. R, 3

If you have any questions or if you anticipate a
delay in submitting the required moaterial, please K. R. COLE, JR.
telephone the Staff Secretary immediately. For the President




THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LOG NO.:
Date: December 24 Time: 130pm
Glenn Schleede . . :
FOR ACTION: Paul Leach : cc (for informatinn): Jack Marsh
Max Friedersdorf Jim Cavanaugh
Ken Lazarus
Bill Seidman
FROM THE STAFF SECRETARY
DUE: Deate: December 29 Time: noon

SUBJECT:

H.R. 8631 - Price Anderson Act Amendments

ACTION REQUESTED:

For Necessary Action For Your Recommendations

— Prepare Agenda and Brief / - Drait Reply
— X For Your Comments - — Draft Remarks
REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
¥

delay in submiiting the required mecterial, please
telephone the Staff Sioretary immediately,



THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LOG NO.:
Date: PeGsngr 24 ' Time: 130pm
Glenn Schleede A )
FOR ACTION: Paul Leach cc (for information): ga0k Marsh
Max Friedersdorf ' Jim Cavanaugh
Ken Lazarus :
Bill Seidman
FROM THE STAFlf' SECRETARY
4
DUE: Date: December 29 Time: noon

SUBJECT:

H.R. 8631 - Price Anderson Act Amendments

ACTION REQUESTED:

For Your Recommendations

For Necessary Action

Prepare Agenda and Brief Draft Reply

X For Your Comments Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

AR

Vi

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submilting the required material, please
telephone the Staff Secretary immediately.



THE WHITE HOUSE
WASHINGTON

December 29, 1975

MEMORANDUM FOR: JIM CAVANAUGH
FROM: MAX FRIEDERSDORF /{/ ‘/
SUBJECT: H.R. 8631 - Price Anderson Act Amendments

The Office of Legislative Affairs has reviewed subject bill
and recommends it be signed.




THE WHITE HOUSE
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Mr. Prick, from the Joint Committee on Atomic Energy, submitted
the following

REPORT
together with
SEPARATE VIEWS .
[To accompany H.R. 8631]

The Joint Committee on Atomic Energy, having considered H.R.
8631, to amend sections 11 and 170 of the Atomic Energy Act of 1954,
ag amended, hereby reports favorably thereon, with amendments
printed in italic in the bill, and recommends that the bill do pass.

SUMMARY

_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 emerging nuclear industry by assuring the availability
of funds for the payment of claims and by protecting the nuclear
industry against unlimited liability in the unlikely event of a cata-
strophic nuclear accident. Funds would be made available to com-
pensate the public for losses caused by a nuclear accident through a
combination of private insurance and Government indemmity. Be-
ginning in 1957, the Joint Committee has found on the basis of expert
testimony, and it again finds now, that the likelihood that a serious
nuclear accident will ever occur is extremely remote. Nevertheless, no
one can correctly conclude that such an accident could never oceur. For
this reason, the need for the protection afforded by the Price-Anderson
Act persists. ' ;

The bill meets this need by extending the Price-Anderson Act for
an additional 10 years. Funds will be available to compensate the pub-
lic under the Price- Anderson system for its Josses in the unlikely event
of a nuelear accident. Moreover the nuclear industry will be required
to gradually assume greater finaneial risk throngh a system of private
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insurance. Although the limit on the nuclear industry’s liability is con-
tinued under the bill, that limit will eventually rise as the number of
nuclear plants in operation increases and once the Government’s re-
sponsibility as indemnitor is replaced by the system of private

insurance.
' I. BACKGROUND

Among other things, the Act provides funds for public liability up
to a total amount of $560 million in the event of a nuclear 1n_01dent.
This figure represents the sum of the amount of Government indem-
nity, 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 $125 million; the Government’s indemnity has commensurately
decreased to $435 million. Other features included in the Act by the
amendments of 1966 are no-fault liability and provisions for accel-
erated payment of claims immediately upon occurrence of a nuclear
incident. o

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. The
Price-Anderson Act has served well its dual purpose of protection of
the public and elimination of a: potential deterrent to the establish-
ment of a nuclear industry.

The Act is scheduled to expire on August 1, 1977. Because of the
long-lead times involved in planning new commitments to nuclear
power, the Joint Committee has been urged to consider the matter of
extenston and possible modification of the Act during the present ses-
sion of Congress in order to prevent an unwarranted disruption in the
planning process for nuclear powerplants, such as might result from
uncertainty over the future of the Price-Anderson Act.

The question of whether to extend or modify the Price-Anderson

system received extensive consideration during the 93d Congress. In
July 1973, the Joint Committee requested the Commission to submit
studies and alternative proposals in the indemnity area. In response to
this call, the Atomic Energy Commission filed a staff study in
January 1974 and the Columbia University Legislative Draft-
ing Fund submitted an independent review sponsoreﬁ 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
then.Chairman Melvin Price of the Joint Committee on Atomic
Energy on April 25, 1974, and as S. 3452 by Senator John O. Pastore,
then Vice-Chairman. of the Joint Committee, on May 7, 1974. Addi-
tionally, 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,
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by Mr. Price (for himself and Mr. Hosmer) as ILR. 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 rollcall vote of
11 to 2 (Cf. H.R. Rept. 93-1115). On July 10, the House of Repre-
sentatives considered H.R. 15323 and passed the bill with three amend-
ments by a vote of 360-43. The bill was sent to the Senate and re-
ferred 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 (CF. S. Rept. 93-1027).

On August 8, 1974, the Senate passed H.R. 15323 by voice vote
with three floor amendments, insisted on its amendments, and asked
for a conference. The conferees met on August 14, 1974, and again on
August 20, 1974, reaching agreement on the latter date, and agreed
to report their recommendations to their respective Iouses (H.R.
Rept. 93-1306). One amendment which was deleted by the Conference
Committee would have provided additional Price-Anderson coverage
for accidents involving illegally diverted nuclear materials. In delet-
ing the amendment, however, the Conference Committee called for a
report on the consequences and feasibility of extending Price-Ander-
son protection to cover sabotage or the theft of nuclear materials.

The House of Representatives approved the conference measure on
September 24, 1974; the Senate followed on September 30, 1974, The
Act was then sent to the President on Qctober 1, 1974, The President
vetoed the measure on October 12, 1974, citing his approval of the
substantive sections of H.R. 15323, and basing his veto on “the clear
constitutional infirmity” of a provision in Section 12 of the bill allow-
ing Congress to prevent it from becoming effective by passing a con-
current resolution within a specified time. The quoted phrase is from
the President’s veto message, which is reproduced in full as Appendix
II. The President urged the Congress to reenact the measure without
the oftending provision. No further action was taken on the measure
during the 93d Congress.

On June 9, 1975, the Nuclear Regulatory Commission submitted to
gefgoint Clommlt-t;ze _t}%e r%po}t;thon f)he subject of sabotage and the
eft of nuclear materials which had been re et
Committee on H.R. 15323, Quested by the Conference

On July 10, 1975, the Federal Energy Administration forwarded
to the Congress proposed legislation which was introduced as HL.R.
8631 by Mf:. Price (for himself and Mr. Anderson of Illinois) on
July 14, 1975, and as S.2568 by Senator Pastore (for himself and Mr.
Baker) on October 28, 1975, These bills are identical to the bill which
was passed by the 93d Congress with two exceptions: First, the provi-
ston which caused the President to veto the bill has been omitted ; and
f;?:’eﬁgi,& 21;9 measure calls for a 10-year rather than a 5-year extension
~ The bills were referred to the Joint Committee and hearings w
held on September 23 and 24, 1975, to consider that measure gnci ?ﬁg
question of whether the Price-Anderson system should be extended to
co:ﬁf s%bpt?% and the theft of nuclear materials.

he Joint Committee met in open session on November 6 5, &
after full discussion voted by aproilcall vote of 14 to 21'1 &%g;i%%
! Senator Symington was necessarily absent from the mark-up session because of other

official duties. He wighe
officlal Gutle aﬂirmatigvefjs this report to indicate that had he been present, he would have
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the bills with six technical amendments, together with a recommenda-
tion that the bills do pass. The Committee also adopted this report on
HLR. 8631. This report repeats the substance of the Joint Committee
reports prepared during the 93d Congress, and is intended to provide
the definitive legislative history for the 1975 Price-Anderson revisions
and amendments, :

II. Hearixes

Extensive hearings were held on the possible modification or exten-
sion of the Price-Anderson Act during the 93d Congress. During those
hearings, the Joint Committee reviewed various studies of the Price-
Anderson system and considered a number of specific legislative pro-
posals for modifying and extending the Act. 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, provided the Joint Committee
and staff with valuable assistance in planning those hearings.

The following witnesses from the Atomic Energy Commission ap-
peared 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. Man-
ning Muntzing, Director of Regulation ; and Jerome Saltzman, Deputy
Chief, Office of Antitrust and Indemnity, Directorate of Licensing.

Other non-governmental 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. R

Frank P. Grad, Director, Legislative Drafting Research Fund,
Columbia University.

Harold P. Green, Professor of Law, National Law Center, George
Washington University. ~

Gerald R. Hartman, Professor of Insurance and Risk, Temple
University.

{?seph F. Hennessey, Bechhoefer, Snapp and Trippe, Washington,

Larry Hobart, Assistant General Manager, American Public Power
Association. . ‘

Mys. Judith H. Johnsrud, Central Pennsylvania Committee on Nu-
clear Power, ;

Dr. Chauncey Kepford, York, Pennsylvania, representing the En-
vironmental Coalition on Nuclear Power. ,

Hubert H. Nexon, Senior Vice-President, Commonwealth Fdison
Company, representing Edison Electric Institute.

Norman C. Rasmussen, Department of Nuclear Engineering, Massa-
chusetts Institute of Technology.

Charles A. Robinson, Jr., Corporate Counsel, National Rural Elec-
triec Cooperative Association. : <

Mrs. Laurie R. Rockett, Greenbanm, Wolff and Ernst, New York
City, New York. o

Ms. Ann Roosevelt, New York, on behalf of Friends of the Earth.

-
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Richard A. Schmalz, Hartford Insurance Group, representing Nu-
clear Energy 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.
 Bruce L. Welch, Director, Environmental Studies, Friends Medical
Seience Research Center, Ine,

Further hearings were held by the Joint Comunittee on September 23
and 24, 1975, to consider the specific proposal H.R. 8631 and the sabo-
tage and theft questions.

The Joint Committee heard testimony from a number of Govern-
ment witnesses at those hearings. Testifying during the September 23
apd 24 hearings were John Hill, Deputy Administrator of the Federal
Energy Administration; Robert Fri, Deputy Administrator of the
Energy Research and Development Administration: and William A.
Anders, Chairman, Marcus A. Rowden, Commissioner, and Peter
Strauss, General Counsel, of the Nuclear Regulatory Commission.

. The following witnesses also appeared and presented testimony dur-
ing the course of the hearings:

Senator Mike Gravel.

William F. Allen, Jr., President, Stone and Webster Engineering
Corporation. )

Morgan D. Dubrow, Staff Engineer, National Rural Electric Co-
operative Association.

Larry Hobart, Assistant General Manager, American Public Power
Association.

Alvin G. Kalmanson, Chairman, Committee on Atomic Energy of
the Association of the Bar of the City of New York.

_Dr. Chauncey Kepford. York, Pennsylvania, representing the En-
vironmental Coalition on Nuclear Power. ’

Jeffrey W. Knight, Legislative Director, representing Friends of
the Earth. V

Ralph Nader and James Cubie, representing Congress Watch.

Hubert H. Nexon, Senior Vice President, Commonwealth Edison
Company, representineg Edison Electric Institute.

Burt C. Proom, General Manager, Nuclear Energv Liability-
Property Insurance Association, revresenting the Nuclear Energv
Liabilitv-Pronertv Insurance Association and the Mutnal Atomic
Enerey Tiability Underwriters.

John W. Simpson, Atomic Industrial Forum.

IT1. Provisions or Corrext Acr

_ The Price-Anderson Act is incorporated in the Atomic Enerov Act
in Seetions 2, 11, 53, and 170. Tts maior provisions are deseribed helow.
~ The Nuclear Regulatorv Commission must require as a condition .
for certain licenses, including those for nuclear power nlants, that
the licensee maintain finanecial nrotection for navment of third partv
Habilifv claimg in the event of a nnelear accident, i» the amount re-
quired by the Commission. The Commission at its discretion may re-
quire financial protection for other types of licenses, Similarlv. the

H. Rept. 648, 9412
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Energy Research and Development Administration has discretion
to require financial protection for its contractors. For any power re-
actor with an electric capacity of 100 MWe or more the Commission
must require financial protection equal to the maximum available from
private sources. Currently this is $125 million. '

The Commission is also required to execute an indemnity agreement

with each licensee required to maintain financial protection, agreeing
to indemnify the licensee and any other parties liable for claims aris-
ing 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). ERDA must execute a similar
Indemnity agreement with each of its contractors.

. The aggregate liability for damages arising from a nuclear incident
1s limited to $560 million within the United States and $100 million
plus the financial protection required of the licensee for incidents
occurring outside the United States. All vendors, architect-engineers,
subcontractors, and other parties are protected from liability by the
omnibus feature of the licensee insurance and the Government in-
demnity. o

Nonprofit educational institutions licensed to operate reactors are
exempted from the financial protection requirement and are indemni-
fied by the Commission for payment of claims exceeding $250,000, in
an amount up to $500 million.

Damages to offsite propenty of the licensee are covered by the insur-
ance 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 im-
munity, 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 de-
fined by the Commission.

Provisions are also included for prompt payments to insured parties
and for consolidation of all claims into a single Federal district court.

IV. Sruoies

Various groups have recently studied the problem of nuclear insur-
ance and indemnity, and several reports and proposals were prepared.
The studies and proposals and related material are included in a Joint
Committee print of March 1974 entitled “Selected Materials on Atomic
Energy Indemnity and Insurance Legislation.”

The major studies were those by the Atomic Energy Commission
and by the Legislative Drafting Research Fund of Columbia Univer-
sity. The latter, an independent study, resulted in a report of Decem-
ber 12, 1973, entitled “Major Issues of Financial Protection in Nuclear
Activities”, Among the proposals which are included in the Joint Com-
mittee print and which were discussed in the AEC and Columbia
studies was a proposal by the nuclear liability insurance pools for a
retrospective premium insurance plan. This plan, modified somewhat,
became the basis of legislation considered by the 93d Congress and of
the bill now being reported. .

-
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Other proposals included an AEC staff proposal for o contingent
fee system, and proposals by former AEC General Counsel Joseph
Hennessey, Professor Harold Green, and former Pennsylvania Insur-
ance Commissioner Herbert S. Denenberg. These proposals are not dis-
cussed in this report, but can be found in the committee print described
above, and were discussed during the hearings.

Senator Gravel’s bill constituted an additional proposal which was
considered in developing this legislation.

V. NeEp ror LEGISLATION

The Price-Anderson Act applies only to licenses issued prior to Au-
gust 1, 1977. Nueclear power plants now in the planning and design
phases would not receive construction permits until about 1977-1978.
Thus there is uncertainty as to whether these plants would receive
protection in the form of Government indemnity. Reactor manufac-
turers and architect-engineers are already requiring escape clauses in
their contracts to permit cancellation in the event some form of pro-
tection from unlimited potential liability is not provided. Action is
required soon to prevent disruption in utility plans for nuclear power.

The study by the Columbia University Legislative Drafting Re-
search Fund examined the situation that would prevail if the
Price-Anderson 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 parties would be subject to whatever tort
law prevailed in the State in which the incident occurred or in which
they suffered harm. There would be wide variation in the grounds for
recovery, the standards of proof, and 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 alternative is its failure to afford
adequate protection to the public in terms of providing either
a secure source of funds or a firm basis of legal Hability. While
it does have the theoretical advantage of placing no legal limit
on the amount of protection available, as a practical matter,
the public would be less assured of compensation than under
the Price-Anderson Act. Adoption of this alternative would
also, for the reasons discussed 1n Chapters 8 and 4, tend to dis-
courage the participation of industry in the nuclear field. If
in other respects Congress adopts a policy of continued en-
couragement, 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, thig alternative also fails to meet the cri-
terion of efficient and equitable cost allocation through risk
spreading. With the possible exception of the approximately
100 million 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
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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 con-
sumers. 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 con-
sumers. Although the allocation of lability to the industry
does appear to meet the third criterion of internalization, 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 plaintiffs may encounter
in seeking damages under state law, recovery is likely to
involve excessive time and expense. In sum, this alternative
meets only one of the four basic criteria, that of internal-
ization of cost 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. )

The President in his veto message last year indicated his support
for the substantive provisions of the legislation, and urged its reen-
actment without the provisions he considered constitutionally inap-
propriate. Following the veto, insurance and industry groups also
urged the Joint Committee and its members to reenact the extension.
The bill now being reported preserves the substantive provisions of
that legislation. The committee considers the extension of the Price-
Anderson Act during this session to be of great importance to the
objectives of Project Independence-as well as to the alleviation of
the more immediate energy problems of the Nation. Uncertainty oc-
casioned by further delay could well serve to exacerbate the difficul-
ties which have led to numerous recent cancellations and postpone-
ments of powerplants, both nuclear and fossil fueled.

VI. Discussron or BrILn

The bill provides for a 10-year extension of the Price-Anderson
Act and for three major changes: (1) Phaseout of Government indem-
nity, (2) increase in limit of liability and(8) extension of indemnity
coverage outside the territorial limits of the United States for certain
limited activities, none of which involve indemuity for any shipment
of nuclear technology abroad under an agreement for cooperation
with nations or groups of nations. The Joint Committee wishes
to stress that there are a number of features of the Price-An-
derson Act which should be viewed as permanent. These include
the mandatory insurance coverage, the no-fault provisions, the pro-
visions 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

-
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up a pattern of public protection which must be continued. The pro-

vision for termination in 1987 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 provide

for an eventual termination of the federal regulation of nuclear lia-

bility insurance. ' ‘
The details of the bill are below.

A. PHASEOUT OF GOVERNMENT INDEMNITY

Deferred Premium System

_The bill provides specific authorization for the Commission to estab-
lish by rule, regulation or order the terms and conditions of the finan-
cial protection required of nuclear licensees, NRC is directed under
this authority to require participation, by licensees who are required

~ to maintain the maximum amount of financial protection, in an

insurance retrospective rating plan whereby in the event of a nuclear
incident resulting in damages exceeding the base layer of insurance,
each licensee would be assessed a deferred premium which would be a
prorated share of 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 to operate up to that time, then $300 million would be
available at that time to provide for payment of damages in this sec-
ondary layer over and above the base insurance. As more reactors were
licensed, the secondary layer would increase proportionately. The Com-
mission will set the maximum premium by rule. Premium taxes which
would be due the states on any assessed retrospective premiums are to
be added to the amount of the maximum premium established by the
Commission and are the responsibility of the licensee.

The Commission would continue to provide indemnity for payment
of da,m&%es exceeding the combined primary 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
appendix I to this report illustrate how this phaseout would occur for
various premium levels.

_'The Joint Committee expects the Commission to require present
licensees to enter into the retrospective premium plan under its author-
1ty to establish the maximum financial protection required.. The com-
mittee believes that this authority is sufficient to require the participa-
tlosxllﬂ gf. such lflucepsees 1(111 the {ﬁag. lExﬁlsion of these licensees would
re: i confusion and would delay the da ich -
indemnity can be eliminated. y date at which Gavemment

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 unique risk, which has generally been considered to have extremely
low probability but potentially large consequences. While the proba-
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bilities of severe nuclear accidents appear now to have been over
estimated, 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
Federal Energ Administration’s proposal as embodied in the Joint
Committee bilf is considered the most expeditious means for the
transfer of responsibility. An abrupt termination of Government pro-
tection is not consid.eredY appropriate at this time, in light of the still
relatively small number of nuclear reactors now licensed (54 operating

licenses and 64 construction permits).
Premiuan Amounts

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
deferred premium at no less than $2 million per facility. The bill
also establishes an upper level for such premium of $5 million per
facility. This limitation was considered necessary to assure that smaller
atilities are not hampered in efforts to raise capital by a too-high
potential lability. The bill thus establishes a range within which
‘the Commission shall set the maximum premium_taking into con-
sideration 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 by 1985. The Com-

“mission is directed to consider. this time frame as a guideline in
establishing the premium.

The Commission is authorized to establish a 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 twelve months after the
effective date of the Act for completion of Commission action to im-
¥1ement the deferred premium plan. This should provide ample time

or a rulemaking proceeding.
Assurance of Premium Avoilability

Authority and discretion has also been provided for the Commission
to establish measures to ensure that the deferred preminms will be
paid when they are called for following a nuclear incident. The Com-
mission 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 later.” The Joint Committee
believes -the industry and Commission should make every effort to

rovide additional coverage for the payment of deferred premiums
y insurance and industry.

e ————
2 This amount of insurance is in addition to the maximum amount of liabllity insurance
for financial protection purposes. That amount is now $125 million.

-
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In order to prevent a potential gap between the public i
pledged and actual payments made, the bill requirespthe Ggrgz(;%{s}é;gg
to provide the ultimate assurance to the public for these payments in
the event of defaults not covered by insurance. This may be done
through reinsurance, guarantees, or other means. There is no dollar
hfmtatmn to the amount of guarantee which could be required in the
event of defaults on the deferred premiums. If a guarantee of pay-
zgegtemlgy;tﬂ;:c ggfergmilllt 1(3 required, authority has been provided

Yy 18 (Goverr from ; i i
of Ty Dasments 3; ad{s the € behairfr.lem from the defaulting licensce

State Constitutional Problemn

During the hearings on thi islati 1
: earing s legislation, a potential constitution:
ﬁ gi}ég&&gﬁg&geﬁﬁaz tt?h ptugllic tf)ower organizations. Public plo(zi}gll‘
: ; stitled that the retrospective remium ar
ml g}}:fi) be construed to be in violation of some Stage constitutigggsvrﬁig}f
_prol ibit a State or a subdivision or agency of a State, such as a munic-
?ﬁa utﬂéﬁ , from lending its eredit or making expenditures for other
thanBP%l lclpurposes. They suggested that preemption of this field by
p;%mi:i grgyst(i;ve;;ngent Elhipugh the explicit establishment of the
P )\ conditio ini
hcelthse jnightcresolwfe i }gmto obtaining a nuclear powerplant
The Joint Committee believes that the languag, i
T ommitte es t. e of Secti
fﬁeﬁgﬁs gzcg&l:gﬂl, is clear in its establishment of partic?glatlizgi ?ISI
he ¢ /e premium system as a firm requirement i
X gqulred to maintain the maximun ﬁnancia(} prottf:ctio(;f a’l}llx(;ﬁri)s;{i?
i' rengthens the language of Section 170 to stress the Federal preemp-
ion of nuclear powerplant licensing and the public purposes of tlll)e
premium system. Furthermore, the deferred premium should not be

" nterpreted as establishing a responsibility by one licensee for a lia-

bility or debt of another. The potential deferred i
* » * - rem -
sidered by the Joint Committee to have funda,mentaﬁly tﬁ:?::gg Ztgz;ls
as any other such insurance premium. The bill authorizes the Commis
f’:’?l?ctﬁ) ce:::ial?élsg a me&x;muxfn nlmt on the amount of deferred premiums;
‘hich can be charged to a facility in any one year. The purpose of thi
provision is to clarify the status of the premiums a onsure that
they can not be construed as the iending%f credit byngngoﬁcrgsx‘llsa 2;13(;.;
th%si1 ra]?e constitutional problems for some publicly owned utilities
be. e bill includes requirements that the retrospective premium pl.an
k available to licensees who elect to provide the basic financial ro-
tictmx}; through some means other than insurance, and a pfovigion
at the maximum financial protection required shall be that available
under reasonable terms and conditions. The Commission is thus au-
thorized to not require available insurance to the degree that it deter-
mines the rates or terms of such insurance to be unreasonable.

B. INCREASE IN LIMIT ON LIABILITY

_ The bill does not provide for an immediate change in the illi
Itlrplt. on total liability arising from a nuclear incident. Tha%{ig?liglilshr(?

ained until the total of primary insurance and assessable retrospective
premiums reaches the level necessary to completely replace the Govern-
ment indemnity. From that point, as the primary and secondary levels
rise, the limit on liability would be allowed to rise correspondingly.
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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 over-
all limit would be projected to reach a billion dollars in about
990. , )
' The Commission would have the continuing authority to establish
a rule reducing the standard premium as appropriate when it deter-
mines that the total financial protection has risen to an amount above
which further increases are not deemed necessary. o
The Joint Committee does not believe that any increase in or elimi-
nation of the limit on liability 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 whiech, after
further congressional study, the Congress felt more appro-
priations would be in order.

% * # * % * *

“Sybsec. ¢ limits the liability of the persons indemnified for
each nuclear incident to $500 million, together with the
amount of financial protection required. Of course, Congress
can change this act at any time after any particular incident.
The Joint Committee wanted to be sure that any such changes
in the act would be considered by it in the light of the par-
ticular incident.”

At the time of the extension of the Act in 1965, the Joint Committee
reiterated this point when it said :

“Tn the event of a national disaster 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.”

This assurance on the part of the Congress that it will take what-
ever further action is needed to protect the public in the event of a nu-
clear accident causing losses greater than the limit of liability is in-
cluded as a provision in the bill. The bill also contains reporting
requirements to provide the Congress with the information it will
need in the event of an accident causing losses beyond the limit on
liability.

The recently released final report 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
severs )than has been thought previously (See Section VII of this
report}. .
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C. EXTENSION OF INDEMNITY COVERAGE OUTSIDE THE UNITED STATES
TERRITORIAL LIMITS

The bill amends the definitions of “nuclear incident” and “person
indemnified” in section 11 of the Atomic Energy Act to permit the
Cormmission and ERDA to extend the provisions of the Price-Ander-
son Act to certain activities outside the territorial limits of the United
States conducted by ERDA contractors or involving licensed nuclear
facilities or licensed activities. The bill does not include under Price-
Anderson 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 provision in the same manner as cargo
carried in ships powered by fossil fuel.

The existing definitions of “person indemnified” and “nuclear inci- |
dent” do not permit indemnity protection for activities licensed by the
Nuclear Regulatory Commission if the nuclear incident occurs outside
the territorial limits of the United States, with the exception of the
now retired nuclear ship Sewannah. There are two situations in which
the protection afforded by the Price-Anderson Act with respect to
licensed activities would 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 Nuclear Regulatory Commission, such as a floating
nuclear powerplant located beyond the limits of the territorial sea of
the United States. The legislation would authorize the 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 adminis-
ter the Price-Anderson Act with respect to other licensed activities.

The present definition of “nuclear incident” as applied to ERDA
contractors provides indemnity protection only if an occurrence out-
side the Unrted States involves “a facility or device” owned by, and
used by or under contract with, the United States. The amended
definition would resolve any possible ambiguities concerning ERDA’s
authority to indemnify its contractors for any occurrence during the
course of transporting source, special nuclear, or byproduct material
outside the United States. ‘

With the apparent advent of offshore nuclear powerplants, it is
essential 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

H Rept. 648, 94-1—-3
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one licensed facility to another within the United States should be
included in the Act’s coverage regardless of whether the facility or
route involved is located or involves transportation outside the
territorial limits. :

Testimony at the hearings included suggestions that nuclear mer-
chant ships be included in 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

Aectivities Covered by Price-Anderson Act

Financial protection and indemnity for plutonium processing facili-
ties is discretionary with the Commission under the present law. One
witness at the hearings, a representative of a company which operates
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 such licensees or extend
indemnity coverage to them. However, private liability insurance is
available. The Commission has indicated 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
under the Price-Anderson Act, although carriers are generally covered
either as ERDA contractors or under the omnibus aspects of licensee
financial protection and indemnity. The Association of American Rail-
roads has proposed that transportation be specifically covered because
of gaps in the existing system for such situations as trangportation of
materials for a shipper or receiver not required to maintain financial
protection.

The Joint Committee has not proposed legislation to deal with this
matter, but encourages the Commission to review the situation to deter-
mine if procedural or legislative changes are in order.

Priorities Between Claimants and Types of Clasms

The Joint Committee has included in the legislation a direction
and authorization for the court which develops the plan for dis-
tribution of funds in the event of a nuclear incident which appears
to have resulted in damages exceeding the limit on liability to es-
tablish priorvities 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 for the most severe and the most readily comput-
able losses. Thus claims for actual losses 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 of consortium. Likewise, lossges

O T 1 g,
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otherwise compensated for, while not precluded frem 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 less than full
compensation will be made through the amounts immediately avail-
able from insurance and Government indemnity, losses to offsite
property of the licensee of the responsible facility should be accorded
lower priority than losses to third parties. The court is authorized to
establish such additional priorities as are deemed desirable and equi-
table 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
and included in this bill that Congress would thoroughly review the
situation in the remote event of a nuclear incident involving damages
in excess of the limit on lability. 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 needed.

VII. Rerationsmrie ofF THE REACTOR SAFETY STUDY TO THE
Price-AwpersoN Act

On October 30, 1975, the Nuclear Regulatory Commission released
the final report of the Reactor Safety Study entitled “An Assessment
of Accident Risks in U.S. Commercial Nuclear Power Plants.” The
study was prepared under the direction of Dr. Norman C. Rasmussen,
professor of nuclear engineering at the Massachusetts Institute of
Technology, using a technical stafl of about 60 scientists and engineers,
plus a large number of specialized consultants. The report (WASH-
1400) presents the results of a three-year, multimillion dollar effort
aimed at making a realistic estimate of reactor accident risks and a
comparison of these risks with nonnuclear risks to which our society
is already exposed.

The 2,300 page report consists of 9 volumes, including an overall
report, 11 technical appendices and an executive summary. A draft
of the report was issued in August, 1974, and was widely circulated
for comment and review during the remainder of that year. The com-
ments which were received from approximately 90 individuals,
agencies, and organizations, were carefully considered in preparing
the final report. An appendix to the Rasmussen report indicates the
study’s responses to the comments received and the resulting changes
made in the final report.

To assist Members of the Congress and their staffs in familiarizing
themselves with the study, special briefings were presented on the draft
report on August 20, 1974, Similar briefings were also held on that same
day for members of the press and the general public.

. The Reactor Safety Study does not deal with insurance or indemnity
for nuclear incidents. It is a safety study of the probabilities and con-
sequences of accidents involving nuclear power reactors. As such, its
only relation to the Price-Anderson Act is as a possible indicator of
the extent and scope of risk to the public. Thus, although it provides
no information at all concerning t%le mechanism for providing pro-
tection, it is helpful in determining whether financial protection for
the public is required and if so, in what amounts.
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Insofar as the risk to the public of a serious nuclear accident is
concerned, the Rasmussen report restates what the Joint Committee
found to be the case in 1957 and again in 1965, Specifically, this com-
mittee determined on the basis of the evidence then available that the
likelihood of a serious nuclear accident with severe consequences for
the public ever occurring was extremely small. Nevertheless, the com-
mittee could not conclude with complete certainty that such an acci-
dent would never oceur. '

These determinations are in agreement with the findings of the Ras-
mussen report. The study confirms that a wide range of consequences
from a nuclear accident is possible, depending upon the exact condi-
tion under which the accident occurs, the prevailing weather condi-
tiong, and the population distribution around the reactor site. As could
be expected, the study shows that the probability of aceidents decreases
significantly as the magnitude of the potential consequences increases.
For a group of 100 veactors, the study concludes that the chance of an
accident causing $150 million damage would be about one in 1,000—o0r
once in every 10 centuries—and the chances of an accident causing
greater damage are significantly less.

Insofar as the amount of financial protection for the public is con-
cerned, both Dr. Rasmussen’s testimony before the Joint Committee
last year and the final report affirm that the total of public and private
indemnity provided for by this bill is adequate to cover any credible
accident which might occur.

The Rasmussen stndy appears to be a scholarly review and analysis
of the potential risks associated with the use of nuclear power. Sub-
stantial effort has been devoted to making all of the underlying
methodology, assumptions, and caleulations of the study available to
all interested parties.

As it has done in the past, the committee will continue to follow
closely the activities of the Rasmussen Study Group as well as other
evaluations of reactor safety.

VIII. Comparmson Wite Orsrr Feperar Proerams or IDISASTER
ASSISTANCE AND INSURANCE

The Joint Committee examined the posture of other Federal pro-
grams for relief from disaster. The Federal Government has become
increasingly involved as the major underwriter of relief for losses due
to natural disasters, principahy flooding, hurricane and tornado
damage. For example, 1n a ten-year period ending in 1972, allocations
from the President’s disaster fund totaled just over $1.25 billion. In
the first 214 years 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 excéss of $2 billion.

Recent legislation affecting both the Federal Disaster Assistance
Administration * and the National Flood Insurance Program * has
altered the Government’s response to natural disaster, by emphasizing
the role of insurance as the primary means of compensation for loss.

3 Publie Law 93-288, “Digaster Relief Act of 19747
# Public Law $3-324, “Flood Disaster Protection Act of 1978.”

-
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In this sense, there is consistency with the amendments to the Price-
Anderson legislation which are the subject of this report, whereby
increased reliance is being placed upon private insurance pools and the
licensees of nuclear facilities themselves for financial protection with
a concomitant decrease in Government involvement. - -

The Government’s approach is consistent also in its emphasis on
loss prevention. The National Flood Insurance Program, for ex-
ample, provides for mandatory land use criteria for new construction
within flood-prone areas. In the nuclear energy field, the rigid licens-
ing process enforced by the Nuclear Regulatory Commission and the
surveillance activities of its Offices of Inspection and Enforcement
and Nuclear Reactor Regulation represent an unprecedented program
of loss prevention. '

Tt is clear from this examination that the Federal Government re-
mains in the business of compensation in many fields, whether as
reinsurer, coinsurer, indemnitor, or provider of disaster relief. Insur-
ance concepts become less valid as the frequency of events decrease
and as the potential consequences increase.

With respect to the amendments to the Atomic Energy Act under
consideration, the Federal Government will retain its role as indemni-
tor for the uninsured portion of the statutory amount of $500 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.

Tt 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. All of the other
insurance and assistance programs are geared solely to property
damage.- :

Fin%lly, it should be pointed out that the panoply of Federal re-
sources, other than monetary compensation, is available in the event
of a large-seale nuclear accident, just as it would be in case of natural
disasters.

IX. Cosr or LugisLATION

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
restrospective premium plan, the Nuclear Regulatory Commission
and the Energy Research and Development Administration will in-
cur no additional costs as a result of carrying out this legislation ; ex-
cept that in the event of a nuclear incident involving a contractor or
a licensee with whom an indemnity agreement has been executed,
and resulting in damages exceeding the amount of financial protec-
tion required, NRC or ERDA 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 edu-
cational institution will be reduced over a period of years until it
reaches essentially zero by 1985. The potential liability for an in-
cident involving a contractor or nonprofit educational institution will
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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 against the defaulter is
not possible.

X. SECTION-BY-SECTION ANALYSIS

Section 1 of the bill would amend subsection 11 q. of the Atomic

Energy Act of 1954, as amended, to alter the definition of “nuclear
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 ameng subsection 11 q. to specially define “nu-
clear incident” as that term is usped in subsection 170 ¢. The purpose
of this amendment is to extend the full aggregate indemnity to off-
shore nuclear powerplants 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 pre-
serves consistency within the Act. Section 1 would further amend
subsection 11 t. by an alternative description of a “person indernni-
fied” as a person “who is required to maintain financial protection”.
This provides for the situation in which the $560 million limit on
liability is provided wholly by private insurance protection, in which
case the execution of an indemnity agreement would not be an abso-
lute requirement.

Section 2 of the bill would amend subsection 170 a. of the Atomic
Energy-Act of 1954, as amended by substituting the word “may” for
“shall” in the second sentence. The purpose of this change is to
provide consistency with subsection 170 c., as amended. Additional
language has been added in the first sentence of subsection 170 a. to
emphasize the public purpose of the Price-Anderson provisions, as
stated in subsection 2 1. of the Act.

Section 3 of the bill would amend subsection 170 b. of the Atomic
Energy Act of 1954, as amended, to provide authority for the Nuclear
Regulatory Commission to regulate the terms and conditions of nu-
clear liability insurance. This section requires the Commission within
twelve months of the date of enactment of this Act, to include in de-
terming the maximum amount of private liability insurance available
any deferred premium plan which meets certain requirements. Any
such plan must have a standard retrospective premium within the
range of $2 million to $5 million for each licensed facility required
to maintain the maximum financial protection available from private
sources. Any State premium taxes which may be due on assessed pre-
miums are to be the responsibility of the licensee and are not to be in-
cluded in the premium set by the Commission. In addition, participa-
tion 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 fullfill some or all of its base liability by
means other than insurance and yet be eligible for the retrospective
coverage. ,
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Section 8 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 requires the Commission to provide reinsurance or guar-
anty to assure the availability of funds despite any defaults in retro-
spective 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 con-
nection with the recovery of such funds, section 3 authorizes the Com-
mission to specily 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 ¢. of the Atomic
Energy Act of 1954, as amended, by ch&nging the date “August 1,
19777 wherever it appears to “August 1, 1987”. The purpose of this
amendment is to extend for 10 years the indemnification authority of
the Price-Anderson legislation as it pertains to NRC lcensees other
than licensees subject to the provisions of subsections 170 k. or 170 1. of
the Act. :

Section 5 amends subsection 170 d. of the Atomic Energy Act of
1954, as amended, by extending until 1987 the authority of the Energy
Research and Development Administration 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 United States to which agreements of indemnification en-
tered 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 indem-
nity 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 & amends subsection 170 i. of the Atomic Energy Act of
1954, as amended, to require a report by the Commission or the Ad-
ministrator to the Congress on any nuclear incident which will prob-
ably result in public liability claims in excess of $560,000,000. The Act
presently provides for such a report for any nuclear incident which
will 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 insti-
tutigns 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
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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 10 also requires the
Commission or the Administrator to provide the Congress with the
information it will need to determine what additional action is neces-
sary in the event of an accident causing losses beyond the limit on
liability. -

* Section 11 adds a new subsection 170 p. which provides that the
Commission shall submit to the Congress ﬁy Avgust 1, 1983, a report
and recommendations concerning the need for continuation or modi-
fication 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.

X1. Crarxees v Exmsting Law

In accordance with clause (3) of rule X1T of the Rules of the House
of Representatives, 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) :

Puosric Law 83-703
(Atomic Energy Act of 1954, as amended)

“Sec. 11. Drrrsrrions—The intent of Congress in the definitions
as given in this section should be construed from the words or phrases
used in the definitions. Asused in this Act:

To%k * # * L% % *

“q. The term ‘nuclear incident’ means any occurrence, including
an extraordinary nuclear occurrence, within the United States caus-
ing, within or outside the United States, bodily injury, sickness,
disease, or death, or Ioss of or damage to property, or loss of 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 further, That as the term is used in sub-
section 170 d., it shall include 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 con-
tract with, the United States: And provided further, That as the term
i8 used in subsection 170 c., it shall include any such occurrence outside
both the United States and any other nation if such occurrence arises
out of or results from the radioactive, toxic, explosive or other hazard-
ous propertics of source, special nuclear, or byproduct material li-
censed 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
wtilization facility or which moves outside the territorial limits of the
U.S. in transit from one person licensed by the Commission to another
person licensed by the Commission.

* * * * * * *

-
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“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, or 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 liallity; 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 agree-
ment, of any tier, under any such contract or project.

#* * ® * * * *

“Sge. 170. INDEMNIFICATION AND Limrration or Liasmary.—

“a. Each license issued under section 103 or 104 and each construe-
tion 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. 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 Com-
mission in the ewercise of its licensing and regqulatory 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 accord-
ance with subsection 170 ¢. The Commission may require, as a further
condition of issning a license, that an applicant waive any immunity
from public liability conferred by Federal or State law.

“b. The amount of financial protection required shall be the amount
of liability insurance available from private sources, except that the
Commnyission 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 ac-
tivity 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 eapacity 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, pre-
seribe. In prescribing such terms and conditions for licensees required
to have and maintain financial protection equal to the maximum
amount of Lability insurance available from private sources, the Com-
mission shall, by rule initially prescribed not later thom fwelve months
from the dote-of enactment of this Act, include, in détermining such
macimum. amount, private liability insuranece available under an
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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 licensce involved in the nuclear
incident; Provided, 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 protec-
tion: And provided further, That the standard deferred premium
which may be charged following any nuclear incident under such
a plan shall be not less than $2,000000 nor more than $5,000000
for each facility required to maintain the maximum amownt of finan-
cial protection.: And provided further, That the amount which may
be charged a licensee following any nuclear incident shall not exceed
the licensee’s pro rata share of the aggregate public Liability claims
and costs arising out of the nudlear incident. Payment of any State
premium tares which may be applicadble to any deferred premiwm
provided for in this Act shall be the responsibility of the licensce
and shall not be included in the retrospective premium established
by the Commission. The Commission is authorized to establish a maxi-
mum amount which the aggregate deferred premiums charged for
each facility within any one calendar year may not exceed. The
Commission may establish amouwnts less than the standard pre-
maum for individual facilities taking into account such factors as
the facility’s size, location, and other factors pertaining to the hazard.
T'he Commission shall establish such requirements as are necessary to
assure availability of funds to meet any assessment of deferred pre-
miums within o reasonable time when due, and may provide reinsurance
or shall otherwise guarantee the payment of such premiums in the
event appears that the amount of such premiwms will not be available
on o timely basis through the resources of private industry and in-
surance. Any agreement by the Commission with a licensee or indem-
nitor to guarantee the payment of deferred premiums may contain
such terms as the Commission deems appropriate to carry out the pur-
poses of this section and to assure reimbursement to the Commission
for its payments made due to the failure of such licensee or indemmitor

to meet any of its obligations arising under or in connection with

financial protection required under this subsection, including without
limitation terms creating liens upon the licensed facility and the reve-
nues derived therefrom or any other property or revenues of such
licensee to secure such reimbursement and consent to the automatio
revocation of 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
requires financial protection of less than $560,000,000, agree to indem-
nify and hold harmless 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 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 costs of investigation 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

-
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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 Aungust 30, 1954, and
[CAugust 1, 1977Y August 1, 1987, the requirements of this subsection
shall apply to any license issued for such facility subsequent to
FAugust 1,1977) August 1,1987. ’ oL

“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
involving activities under the risk of public liability for a substantial
nuclear incident. In such agreements of indemnification the Com-
mission 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 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 con-
nection with such contract and for each nuclear incident: Prowvided,
That this amount of indemnity shall be reduced by the amount that
the financial protection required shall exceed $60,000,000: Provided
further, That in the case of nuclear incidents occurring outside the
United States, the amount of the indemnity provided by the Com-
mission 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 Ey the Commission.

A contractor with whom an agreement of indemnification has been

executed and who is engaged in activities connected with the under-
ground detonation of a nuclear explosive device shall be liable, to the
extent so indemnified under this section, for injuries or damage sus-
tained 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 char-
acter of the contractor or of the work to be performed under the con-
tract 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 pro-
tection required of the licensee or contractor or (2) if the amount of
financial protection required of the licensee exceeds $60,000000, [ :
Provided however, That] such aggregate liability shall [in] no#
[event] exceed the sum of $560,000,000 or the amount of financial
protection required of the licensee, whichever amount is greater:
Provided [further], That in the event of a nuclear incident involving
damages in excess of that amount a[ aggregate liability, the Congress
will thoroughly review the particular incident and will take whatever
action is deemed necessary and appropriate to protect the public
from the come%uences of a disaster ofp such magnitude: And pro-
vided further, That with respect to any nuclear incident occurring
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outside of the United States to which an agreement of indemnifica-
tion 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.

“f. The Commission is authorized to collect a fee from all persons
with whom an indemnification agreement is executed under this sec-
tion. This fee shall be $30 per year per thousand kilowatts of thermal
energy capacity for facilities licensed under section 103: Provided,
That the Commission is authorized to reduce the fee for such focilities
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 au-
thorized to reduce the fee set forth above. The Commission shall estab-
lish criteria in writing for determination of the fee for facilities li-
censed under section 104, taking into consideration such factors as (1)
the type, size, and location of facility involved, and other factors per-
taining 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 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 Lability claims in excess of $560.000000, the Commission shall
make a survey of the causes and extent of damage which shall forth-
with 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 every 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,
the Commission shall exempt such licensee from the financial protec-
tion requirement of subsection 170 a. With respect to licenses issued
between August 30, 1954, and LAugust 1, 19771 August 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, from public liability in excess of $250,000 arising from
nuclear incidents. The aggregate indemnity for all persons indem-
nified in connection with each nuclear incident shall not exceed
$500,000,000, including the reasonable cost of investigating and
settling claims and defending suits for damage;

“(2) such contracts of indemnification shall cover public
liability arising out of or in connection with the licensed activity ;
and shall include damage to property of persons indemnified,
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except property which is located at the site of and used in con-
nection with the activity where the nuclear incident occurs; and

“(8) 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
license 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 construotion permit is issued between August 30, 1954,
and LAugust 1, 19771 August 1, 1987, the requirements of this sub-
section shall apply to any license issued for such facility subsequent
toLAugust 1, 19773 August 1, 1987.

* * * * & * *

“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 inci-
dent 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 distri-
bution which has been approved by the court or such payments
are not likely to prejudice the subsequent adoption and imple-
mentation by the court of a plan of distribution pursuant to sub-
paragraph (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 remain-
ing funds available. Such a plan shall include an allocation of
appropriate amounts for personal injury claims, property damage
claims, and possible latent injury claims which may not be dis-
covered until a later time, and shall include establishment of
priorities between claimants and classes of claims, as necessary to
insure the most equitable allocation of awvailable funds. Such
court shall have all power necessary to approve, disapprove, or
modify plans proposed, or to adopt another plan; and to deter-
mine the proportionate share of funds available for each claimant.
The Commission, any other indemnitor, and any person indem-
nified 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 ap-
proving or modifying the plan, orders staying the payment of
claims and the execution of court judgments, orders apportioning
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the payments to be made to claimants, and orders permitting
partial payments to be made before final determination of the
total claims. The orders of such court shall be effective through-
out the United States.”

“(4) The Commission shall, within ninety days after a court
shall have made such determination, deliver to the Joint Commit-
tee a supplement to the report prepared in accordance with sub-
section 170 4. of this Act setting forth the estimated requirements
for full compensation and relief of all claimants, ond recommen-
dations as to the relief to be provided.

“p. The Commission shall submit to the Congress by August 1, 1983,
a detailed report concerning the need for continuation or modifica-
tion 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.”

OvEersicHT FINDINGS AND RECOMMENDATIONS

No oversight findings and recommendations pursuant to clause
2(1) (3) (A), rule XI, under the authority of rule X, clause 2(b) (1)
of the Rules of the House of Representatives are included, inasmuch as
the Joint Committee is not subject to rule X, clause 2(b) (1), and no
relevant oversight findings in addition to those reflected in the body
of this report have been prepared by the Joint Committee since the
convening of the 94th Congress.

CoNGRuSSIONAL, BUpGET Act INFORMATION

No information pursuant to section 308(a) of the Congressional
Budget Act of 1974 has been provided to the committee by the Con-
gressional Budget Office.

Esrivate anp Comparisox, CongressioNAL Bupeer OFFICE

No report has been submitted to the committee from the Congres-
sional Budget Office pursuant to clause 2(1) (3) (C) of rule XTI of the
Rules of the House of Representatives.

OversigHT FINDINGS AND RECOMMENDATIONS, COMMITTEE ON
GoVERNMENT OPERATIONS

No findings or recommendations on oversight activity pursuant to
clause 2(b) (2), rule X, and clause 2(1) (3) (D), rule X1I, of the Rules
of the House of Representatives have been submitted by the Commit-
tee on Government Operations for inclusion in this report.

ErrecT OF LEGISLATION ON INFLATION

In accordance with rule XTI, clause 2(1) (4) of the Rules of the
House of Representatives, this legislation is assessed to have no infla-
tionary effect on prices and costs in the operation of the national
economy.

SEPARATE VIEWS OF REPRESENTATIVE
TENO RONCALIO

Last year I voted against a 5-year extension of Price Anderson. It
follows that I can hardly be expected to approve its 10-year extension
now.

. I believe it is time we clip the Federal umbilical cord to the nuclear
industry that is epitomized by this legislation. It is 20 years since
nuclear power was given to the private sector along with its Price-
Anderson immunity from liability for nuclear harm. Now is the time
to end that coverage.

In 1957, the situation was much different in nuclear power genera-
tion than today. There was no nuclear industry, nor were there ac-
tuarial or experimental data to assess risks involved in-nuclear power.
1t was a fledgling technology, an industry aborning, and Price-Ander-
son was enacted for two reasons: “First, to protect the public by assur-
ing the availability of funds for the payment of claims arising from a
catastrophic nuclear incident ; second, to remove a deterrent to private
industrial participation in the atomic energy program posed by the
threat of tremendous potential liability claims.”

Price-Anderson was needed 20 years ago to establish and stimulate
the nuclear industry. It is no longer necessary today. Today the indus-
try is an $80 billion reality, including 50 large nuciear reactors now in
operation, contributing nearly 8 percent of the total electrical generat-
Ing capacity in the United States; and including plans for more than
70 facilities being built in the United States and at least 15 in foreign
nations by American manufacturers. It is now time for the industry
to take its rightful place in our free market system, to buy its insur-
ance upon the open market, and to accept total responsibility for its
actions, as should all other industrial enterprises in this nation.

When I hear its proponents insist, that Price-Anderson must be ex-
tended or the industry will perish—I am reminded of a book that was
very popular shortly after World War I1, entitled, “A 7ree Grows in
Brooklyn.” It included an hilarious chapter about a youngster in
Brooklyn who was suckled to his mother’s breast as a baby. The prob-
lem developed as he reached the firm age of 12, he was still being
suckled at her breast and refused to be weaned—he had to be literally
slapped off his mother’s breast !

The nuclear industry is much too content with feeding at the gov-
ernment breast and simply doesn’t want to assume its rightéful
responsibility as a mature, powerful, and safe sector of our free mar-
ket economy.

There are irrefutable reasons why Price-Anderson should end. In
1957, the possibility for a catastrophe did exist and the degree of

1 JCAE Report, 1965 Extension of the Price-Anderson Act.
27
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that catastrophe was unknown. Not so today. The Nuclear Regulatory
Commission has now released the final version of WASH-1400, the
Reactor Safety Study, better known as the Rasmussen Report. This
%4 million, two and a half year study concludes that the chance for
such catastrophe is still in existance, but its oceurrance is a very, very
remote possibility. The Rasmussen Report affirms that nuclear power
is a very safe technology.

I believe in the Rasmussen Report. T believe in the future of nuclear
power generation. I believe we must have nuclear power generation
and that it must take its place as a safe industry in America as it is in
Canada, in Germany, in France, and in other nations of the world.
Every member of the Joint Committee on Atomic Energy believes the
Rasmussen Report has a sound conclusion, so much so that the Com-
mittee decided to mark-up H.R. 8631 without holding any independ-
ent review or hearings on this twelve volume report. And every mem-
ber of this Committee is asking that the American people believe the
Rasmussen Report. How can we thus expect the citizens of this nation
to believe us if we retain the limit of liability for nuclear plant acci-
dents? The two stands are contradictory in appearance and in fact, in
my opinion.

The Rasmussen Report outlines probabilities and consequences of
such disasters in a number of fields: air travel, the chemical industry,
dam failures, and others. In each of these cases, industry accepts full
responsibility for the possibility of catastrophic incidents. Yet in each
of these industries, management does not buy full insurance coverage
for the worst possible case. There is not an insurance company in exist-
ence that equates assets with total exposed liability. 1f insurance com-
panies are willing to insure against low-probability high consequence
accidents in such fields as aviation and chemicals; if these pursuits
are able to accept limited insurance, but unlimited liability and full
responsibility to the public for their actions, and if capital is available
from our private markets to finance these pursuits, then how can it not
be true for the nuclear industry # Others may think it is so because nu-
clear power is unsafe. T disagree with them. T think it is so because the
nuclear industry itself has simply fed too long at the government
trough. :

Price-Anderson includes a government indemnity provision which
now guarantees $435 million to private utilities in insurance, in return
for a payment that is hardly more than a pittance, when compared to
the private insurance rates.

H.R. 8631 purports to phase out this government commitment and
the government’s role in nuclear insurance. But how soon will this
happen, and how final will it be ? Tt may not happen for ten years, and
it may not be at all final. Through H.R. 8631 the government will
abandon its role as indemnitor and become a guarantor. It will be-
come a guarantor for potentially more than the %435 million it now
shoulders. This may result through the deferred premium pool that is
established by HL.R. 8631. The pool will be funded by contributions
from each nuclear reactor on line, to be paid retrospectively in.the
event of an accident. ‘ .

This commits the Federal government to ouarantee the payment of
all premiums on which payment is defaulted. This new insurance
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mechanism thus purports to phase-out the government indemni S
the size of this pool expands with the growtﬁ of the nuclear ;ﬁ(ﬁs&r;b
Unfortunately, this new pool is clearly contradictory to one purpose of
the original Price-Anderson Act, to have a large source of funds im-
mediately and readily available after an accident, Under this proposal
they are not immediately available. These funds must be raised on
short notice by the utilities and then collected by the government, and
if there is industry default after an “incident,” then the Federal gov-
ernment must pay all money due. This will not speed relief to victims
nor is it guaranteed to “phase-out” the government’s role. It ma ;
caig%ﬁagetaléd‘ alter that role, but it does not phase it out. ' Y
. quoted in my separate views on this issue rear, T
gl(;;s tdt:%: }:f;ot fﬁ%gy 7?chzgve“t}}l1e (llegis]ative goal gf ;as:&glﬁ; ’cokgeéxggt]

‘the public,” and, “the decision to limit liabilit

von fo ) ty represenis a

bolz;m? b;zgog (\Sttlila,]fs.a;,ma]or share of the costs of an accident should be
rice-Anderson has succeeded in achieving the goal of sti 1

ghe nuclear industry, but not the goal of p%otecti%lg the ;ﬁlﬁﬁﬁﬁ%
j:‘wo goals cited in 1957 by the Joint Committee. It is time for us to
ocus on that neglected goal and achieve it, by nding the government’s
roli :?tnd bﬁr g,‘lnoqhsh;ng the limits on liability.

~ After all, it is safety with which we are most concerned. Fo -
Eﬁ;lésihSﬁqre‘;la.ry, James thlesinﬁer, when AEC Commissiozféi'lm‘;elgt%-
fed € La ui:{ is opinion Price-Anderson be permitted to expire in 1977.
arag} ee ?y also stated similar statements which I used in my sep-
ﬁnanc?fws ast year. Surely all members recognize that placing full
fina a xi;lespons%blhty on any entity will make it act more responsibly.
5 m confirmed in this view by the remark made by former Atomic

fnle;rgy Commissioner, William Kreigsman, earlier this year who said
of : rice-Anderson : “Do away with it, and you’d probably see nuclear
valves coming off the assembly line in a lot better shape.” (Science
Vol. 187, p. 1060, March 25 1975). ' ’

Tearings were held this year regarding hairline y
%ld other problems in redundangr seconﬁm‘y backiegli%(ﬁzi%}é;satgs:’
thelin g?ltl?fr?éltto assume that a better product will be manufactured if
t-h%t pmr'lﬁct .urer 1 responsible for the damage that might ensue from
t 18 no longer amusing or ironic to view the v i

are spending milliens to propagandize the pulfliceg’l %ﬁglgﬁglisf %}im
Brother’s gole, the end of Federal intervention, “the end of the bu%
reaucracy,” and the need for reliance and faith upon the free enter-
prise system, yet be so hesitant to give up this element of control that
won'’t Jet them be responsible for their own actions!

Texo Roxcavio.



APPENDIX I

TABLE 1—~OPERATING REACTORS ASSESSED AT $2,000,000 EACH

[Dollar amounts in millions]

Total L.
Number of t R
operating plus NRE
Year reactors Assessment Insurance insurance indemnity
73 $146 $128 $271 $289
78 156 125 281 27%
84 168 125 - 293 267
88 176 125 301 253
97 194 125 k] 241
116 232 125 357 203
141 282 125 4q7 153
165 3 125 455 105
194 388 125 613 47
218 435 125 561 0
243 486 125 611 0
265 530 125 655 0
285 0 125 695 1]
Based on Oct. 24, 1975, estimates of the Nuclear Regulatory Commission,
TABLE 2.—OPERATING REACTORS ASSESSED AT $3,000,000 EACH
[Dollar amounts in millions]
Total A
Number of ) t R i
operating . plus . NRC
Year reactors Assessment Insutrance insurance indemnity
73 $219 3125 34 $218
- 234 125 359 201
84 252 125 . 377 183
88 2 125 389 171
97 291 125 416 144
116 348 125 473 87
141 423 125 548 12
165 495 125 620 0
194 582 125 707 0
218 654 125 779 0
243 728 125 854 0
265 795 125 920 0
285 855 125 980 ¢

1 Based on Oct. 24, 1975, estimates of the Nuclear Regulatory Commission.
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TABLE 3.—OPERATING REACTORS ASSESSED AT $4,000,000 EACH

{Dollar' amounts in millions]

Total
Number of t ining
operating plu; NRC
Year reactors!  Assessment Insurance insurance indemnity
_________________________________ 73 $292 $125 $417 143
- 78 31 125 437 $123
- 84 336 125 461 99
R 88 352 125 A77 83
- 97 388 125 513 47
R 116 464 125 589 0
- 141 564 125 689 0
- 165 660 125 785 0
- 194 776 125 901 0
. 218 872 125 997 0
- 243 972 125 1,097 0
. 265 1,060 125 1,185 0
- 285 1,140 125 1,265 ]
1 Based on Oct. 24, 1975, estimates of the Nuclear Regulatory Commission.
TABLE 4.—OPERATING REACTORS ASSESSED AT $5,000,000 EACH
[Dollar amounts in millions)
Total
Number of t ini

operating lus NRC
Year reactors?  Assessment Insurance insurance indemnity
73 $365 $125 $490 $70
78 390 125 515 45
84 420 125 545 15
88 440 125 565 0
97 485 125 610 0
116 580 125 705 0
141 705 125 830 0
165 825 125 950 0
194 970 125 1,095 0
218 1,090 125 1,215 0
243 1,215 125 1,340 0
265 1,325 125 1,450 0
285 1,425 125 1,650 1}

1 Based on Oct. 24, 1975, estimates of the Nuclear Regulatory Commission.

APPENDIX II

Mzessace From PresipENT GeraLp R. Forp to House oF
REPRESENTATIVES, OCTOBER 12, 1974

To the House of Representatives:

1 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 oat recommen-
dations of the Atomic Energy Commission, and I would be glad to
approve them if they stood alone.

Section 12, however, would provide that ‘‘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 evalua-
tion of the Reactor Study, entitled ‘An Assessment of Accident Risks
in the U.S. Commiercial 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 evalua-
tion, the Congress adopts a concurrent 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 Con-
gress 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 legisla-
tion 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

rimary objective of the Price-Anderson Act, would be in doubt.

he uncertainty over nuclear liability protection would also ad-
versely 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.

1 urge the Congress to reenact the bill promptly so as to remove the
problems which Section 12 now raises.

Gerarp R. Forp.
Tae Waite Housg,
October 12, 1974.
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9478 CoNGRESS } SENATE { Rerorr
18t Session No. 94-454

AMENDMENTS TO THE PRICE-ANDERSON PROVISIONS OF THE ATOMIC
ENERGY ACT OF 1954, AS AMENDED, TO PROVIDE FOR THE PHASE-
OUT OF GOVERNMENTAL INDEMNITY, AND RELATED MATTERS

NoveMser 13, 1975.—Ordered to be printed

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

REPORT

together with
ADDITIONAL VIEWS

[To accompany S. 2568]

The Joint Committee on Atomic Energy, having considered S. 2568,
to amend sections 11 and 170 of the Atomic Energy Act of 1954, as
amended, hereby reports favorably thereon, with amendments, printed
in italic in the bill, and recommends that the bill do pass.

SuMMmAarY

The Price-Andersen Act was enacted in 1957, and extended and
amended in 1965 and 1966. The Act was designed to protect the
public and the emerging nuclear industry by assuring the availability
of funds for the payment of claims and by protecting the nuclear
industry against unlimited liability. in the unlikely event of a cata-
strophic nuclear accident. Funds would be made available to com-
pensate the public for losses caused by a nuclear accident through a
combination of private insurance and Government indemnity. Be-
ginning in 1957, the Joint Committee has found on the basis of expert
testimony, and it afain finds now, that the likelihood that a serious
nuclear accident will ever occur is extremely remaote. Nevertheless, no
one can correctly conclude that such an accident cayld never ocur. For
this reason, the need for the protetion afforded by the Price-Anderson
Act persists. ‘ '

The bill meets this need by extending the Price-Anderson Act for
an additional 10 years. Funds will be available to compensate the pub-
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lic under the Price-Anderson system for its losses in the unlikely event
~of @ nuclear accident. Moreover the nuclear industry will be required
- to-gradually assume greater financial risk through a system of private
- insurance. Although the limit on the nuclear industry’s liability is con-
tinued under the bill, that limit will eventually rise as the number of
nuclear plants in operation increases and once the Government’s re-
.sponsibiﬁty as indemnitor is placed by the system of private
insurance.
, 1. Backerounp

" Among other things, the Act provides funds for public liability up
to a total amount ofs 560 million in the event of a nuclear incigent.
This figure represents the sum of the amount of Government indem-
nity, 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 $125 million; the Government’s indemnity has commensurately
decreased to $485 million. Other features included in the Act by the
amendments of 1966 are no-fault liability and provisions for accel-
erated 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 provisions. This outstanding safety record has been
accompanied by a gradual growth in the nuclear power industry. The
Price-Anderson Act has served well its dual purpose of portection of
the public and elimination of a potential deterrent to the establish-
ment of a nuclear industry.

The Act is scheduled to expire on August 1, 1977, Because of the
long-lead times involved in planning new commitments to nuclear
power, the Joint Conimittee has been urged to consider the matter of
extension and possible modification of the Act during the present ses-
sion of Congress in order to prevent an unwarranted disruption in the
planning process for nuclear powerplants, such as might result from
uncertainty over the future of the Price-Anderson Act.

The question of whether to extend or modify the Price-Anderson
system received extengive consideration during the 93d Congress. In
July 1973, the Joint Committee requested the Commission to submit
studies and alternative proposals in the indemnity area. In response to

this call, the Atomic Energy Commission filed a staff study in
January 1974 and the Columbia University Legislative Draft-
ing 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 HL.R. 14408 by
then-Chairman Melvin Price of the Joint Committee on Atomic
Energy on April 25, 1974, and as S. 3452 by Senator John O. Pastore,

. then Vice-Chairman of the Joint Committee, on May 7, 1974, Addi-
tionally, a related bill, S. 3254 was introduced by Senator Mike Gravel
ion March 27, 1974.

-
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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 fien of the
above-mentioned measures. The bill was introduced on June 11, 1974,
by Mr. 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 rollcall vote of
11 to 2 (€f. H.R. Rept. 93-1115). On July 10, the House of Repre-

. sentatives considered H.R. 15323 and passed the bill with three amend-

ments by a vote of 360—43. The bill was sent to the Senate and re-
ferred to the Joint Committee on July 11. The Joint Committee met
again m 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 (C7. S. Rept. 93-1027).
- On August 8, 1974, the Senate passed FL.R. 15323 by voice vote
with three floor amendments, insisted on its amendments, and asked
for a conference. The conferees met on August 14, 1974, and again on
August 20, 1974, reaching agreement on the latter date, and agreed
to report their recommendations to their respective Houses (ILR.
Rept. 93-1306). One amendment which was deleted by the Conference
Committee would have provided additional Price-Anderson coverage
for accidents involving illegally diverted nuclear materials, In delet-
ing the amendment, however, the Conference: Committee called for a
report on the consequences and feasibility of extending Price-Ander-
son protection to cover sabotage or the theft of nuc%ea‘r materials.
The House of Representatives approved the conference measure on
September 24, 1974 ; the Senate followed on September 30, 1974. The
Act was then sent to the President on QOctober 1, 1974. The President
vetoed the measure on October: 12, 1974, citing his approval of the
substantive sections of H.R. 15323, and basing his veto on “the clear
constitutional infirmity” of a provision in Section 12 of the bill allow-
ing Congress to prevent it from becoming effective by passing a con-
current resolution within a specifiéd time. The quoted phrase 1s from
the President’s veto inessage, which is reproduced in full as Appendix
II. The President urged the Congress to reenact the measure without
the offending provision. No further action was taken on the measure
during the 93d Congress. - ; o
..On June 9, 1975, the Nuclear Regulatory Commission submitted to

- the Joint. Committee the report on the subject of sabotage and the

theft of nuclear materials which had been requested by the Conference
Committes on H.R. 15323, '

- On July 10, 1975, the Federal Energy Administration forwarded
to the Congress proposed legislation which was introduced as H.R.
8631 by Mr. Price (for himself and Mr. Anderson of Illinois) on
July 14, 1975, and as S. 2568 by Senator Pastore (for himself and Mr.
Baker) on October 28, 1975. These bills are identical to the bill which
was passed by the 93d Congress with two exceptions: First, the pro-
vision which caused the President to veto the Eill has been omitted ;
and second, the measure calls for a 10-year rather than a 5-year exten-
sion of the Act. ‘ IR
- The bills were referred t¢ the Joint Committee and hearings were
lield on September 23 and 24, 1975, to consider that measure and the
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question of whether the Price-Anderson system should be extended to
cover sabotage and the theft of nuclear materials.

The Joint Committee met in open session on November 6, 1975, and
after full discussion voted by a rolleall vote of 14 to 2 * to approve the
bills with six technical amendments, together with a recommendation
that the bills do pass. The Committee also adopted this report on
S. 2568. This report repeats the substance of the Joint Committes re-
ports prepared during the 93d Congress, and is intended to provide
the degnitive legislative history for the 1975 Price-Anderson revisions
and amendments.
B ' II. HeariNes

Extensive hearings were held on the possible modification or exten-

tion of the Price-Anderson Act during the 93d Congress. During those:
hearings, the Joint Committee reviewed various studies of the Price-
Anderson system and considered a number of specific legislative pro-
posals for modifying and extending the Act. An informal planning
committee, drawn from the Joint Committee staff, the Atomic Energy
Comumission, the legal professien, the commercial power and insurance
industries, and publie citizen groups, provided the Joint Committee
and staff with valuable assistance in planning those hearings.
- The following witnesses from the Atomic Energy Commission ap-
peared before the Joint Committee to present testimony or to assist in
the development of the record : Dr. Dixy Lee Ray, Chairman; William
0. Doub, erm&issioner; Marcus Rowden, General Counsel; L. Man-
ning Muntzing, Director of Regulation ; and Jerome Saltzman, Deputy
Chief, Office of Antitrust and Indemnity, Directorate of Licensing.

Other non-governmental witnesses who appearad one or more times.
are: '

Elmer Dee Anderson, Private Citizen, Valparaiso, Indiana.

Pr. W. H. Arnold, Jr., General Manager, PWR Systems Division,
Westinghouse Electric Company. ’

George K. Bernstein, Pederal Insurance Administrator, HUD. -

Arthur C. Gebr, Atomic Industrial Forum.

- Frapk P. Grad, Director, Legislative Drafting Research Fund,
Columbia University.

Hareld P. Green, Professor of Law, National Law Center, George
‘Washington University. ‘

Gerald R. Hartman, Professor of Insurance and Risk, Temple
University. B

%oseph F. Hennessey, Bechhoefer, Snapp and Trippe, Washington,

Larry Hobart, Assistant General Manager, American Public Power
Assaciation. /

Mrs. Judith H. Johnsrud, Central Pennsylvania Committee on Nu-
clear Power. V ' ’

Dr. Chauncey Kepford, York, Pennsylvania, representing the En-
vironmental Ooalition on Nuclear Power.

Hubert H. Nexon, Senior Viece-President, Commenwealth Edison
Company, representing Edison Electric Institute, ‘

1 Senatar Symingtop wag pecesserily ahsept from the mark-up session becanse of other
official dutles. He wis%es t%)is report to indicate fthat ) s ot
voted in the affiemative. GpoTL %0 dicate that hiad be heen present. he Yould have

~
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Norman C. Rasmussen, Department of Nuclear Engineering, Massa-
chusetts Institute of Technology.

Charles A. Robinson, Jr., Corporate Counsel, National Rural Elec-
tric 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. Schmaltz, Hartford Insurance Group, representing Nu-
clear Energy Liability Insurance Association.

Chauncey Starr, Electric Power Research Institute.

Mark Swann, New Park, Pennsylvania.

Martin Vietor, V. P. and Secretary, Babcock & Wilcox Company.

Richard Walker, Partner, Arthur Andersen & Company.

Bruce L. Welch, Director, Environmental Studies, Friends Medical
Science Research Center, Inc.

Further hearings were held by the Joint Committee on September 23
and 24, 1975, to consider the specific proposal HL.R. 8631 and the sabo-
tage and theft questions. A

The Joint Committee heard testimony from a number of Govern-
ment witnesses at those hearings. Testifying during the September 23
and 24 hearings were John Hill, Deputy Administrator of the Federal
Energy Administration; Robert ¥ri, Deputy Administrator of the
Energy Research and Development Administration; and William A.
Anders, Chairman, Marcus A. Rowden, Commissioner, and Peter
Strauss, General Counsel, of the Nuclear Regulatory Commission.

The following witnesses also appeared and presented testimony dur-
ing the course of the hearings:

Senator Mike Gravel. (

William F. Allen, Jr., President, Stone and Webster Engineering
Corporation.

Morgan D. Dubrow, Staff Engineer, National Rural Electric Co-
operative Association.

Larry Hobart, Assistant General Manager, American Public Power
Association..

Alvin G. Kalmanson, Chairman, Committee on Atomic Energy of
the Association of the Bar of the City of New York.

Dr. Chauncey Kepford, York, Pennsylvania, representing the en-
vironmental Coalition on Nuclear Power.

Jeffrey W. Knight, Legislative Director, representing Friends of
the Earth,

Ralph Nader and James Cubie, representing Congress Watch.

Hubert H. Nexon, Senior Vice President, Commonwealth Edison
Company, representing Edison Electric Institute.

Burt C. Proom, General Manager, Nuclear Energy Liability-
Property Insurance Association, representing the Nuclear Energy
Liability-Property Insurance Association and the Muiual Atomie
Energy Liability Underwriters. :

John W. Simpson, Atomic Industrial Forum,

ITI. Provistons or CurrexT Act

. The Price-Anderson Act is incorporated in the Atomic Energy Act
in Sections 2, 11, 53, and 170. Its major provisions are described below.

8. Rept. 94-454—2
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.. The Nuclear Regulatory 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 re-
quired by the Commission. The Commission at its discretion may re-
%uire financial protection for other tydpnels of licenses. Similarly, the
nergy, Research and Development Administration has discretion to
require financial protection for its contractors. For any power reactor
with an electric capacity of 100 MWe or more the Commission. must
require financial protection equal to the maximum available from
private sources. Currently this is $125 million. .

The Commision is also required to execute an indemnity agreement
with each licensee required to maintain financial protection, agreeing
to indemnify the licensee and any other parties liable for claims aris-

- ing from a nuclear incident above the amount required, up to $300
million. The indemnity agreement extends for the life of the license
(usually 40 years for power reactorsy. ERDA must execute a similar
indemnity agreement with each of its contractors. S

The aggregate liability for damages arising from a nuclear incident
is limited to $560 million within the United States and $100 million
plus the financial protection required of the licensee for. incidents
occurring outside the United States. All vendors, architect-engineers,
subcontractors, and other parties are protected from liability by the
omnibus feature of, the licensee insurance and the Government
indemnity. T v : ,

Nonprofit educational institutions licensed to operate reactors are
exempted from the financial protection requirement and are indemni-
fied 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 insur-
‘ance and indemnity. :

The Commission may require the inclusion, in any insurance con-
tract or other proof of financial protection and in its indemnity agree-
ments, of provisions waiving any defenses based upon conduct of the
claimant or fault of the indemnified person, charitable or govern-
mental immunity, or statutes of limitations which are shorter than a
specified duration. The waivers apply in any instance where the Com-
mission determines there has been an extraordinary nuclear occur-
rence, as defined by the Commission, . '

Provisions are also included for prompt payments to insured parties
and for consolidation of all claims into a single Federal district court.

IV. Stupies

Various groups have recently studied the problem of nuclear insur-
ance and indemnity, and several reports and proposals were prepared.
The studies and propoals and related material are included in a Joint
Committee print of March 1974 entitled “Selected Materials on Atomic
Energy Indemnity and Insurance Legislation.”

The major studies were those by the Atomic Energy Commission
and by the Legislative Drafting Research Fund of Columbia Univer-
sity. The latter, an independent study, resulted in a report of Decem-
ber 12, 1973, entitled “Major Issues of Financial Protection in Nuclear

-
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Activities”. Among the proposals which are included in the Joint Com-
mittee print and which were discussed in the AEC and Columbia
studies was a proposal by the nuclear liability insurance pools for a
retropsective premium insurance plan. This plan, modified somewhat,
became the basis of legislation considered by the 93d Congress and of
the bill now being reported. .

Other proposals included an AEC staff proposal for a contingent
fee system, and proposals by former AEC General Counse] Joseph
Hennessey, Professor Harold Green, and former Pennsylvania Insur-
ance Commissioner Herbert S. Denenberg. These proposals are not dis-
cussed in this report, but can be found in the committee print described
above, and were discussed during the hearings. _

Senator Gravel’s bill constituted an additional proposal which was
considered in developing this legislation.

V. NEep ror LEGISLATION |

The Price-Anderson Act applies only to licenses issued prior to Au-
gust 1, 1977. Nuclear power plants now in the planning and design
phases would not receive construction perimts until about 1977-1978.
Thus there is uncertainty as to whether these plants would receive
protection in the form of Government indemnity. Reactor manufac-
turers and architect-engineers are already requiring escape clauses in
their contracts to permit cancellation in the event some form of pro-
tection from unlimited potential liability is not provided. Action is
required soon to prevent disruption in utility plans for nuclear power.

The study by the Columbia University Legislative Drafting Re-
search Fund examined the situation that would prevail if the Price-
Anderson 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 parties would be subject to whatever tort law
prevailed in the State in which the incident occurred or in which
they suffered harm. There would be wide variation in the grounds for
recovery, the standards of proof, and 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 alternative is its failure to
afford adequate protection to the public in terms of providing
either a secure source of funds or a firm basis of legal liabil-
ity. While it does have the theoretical advantage of placing
no legal limit on the amount of protection available, as a prac-
tical matter, the public would be less assured of compensa-
tion than under the Price-Anderson Act. Adoption of this
alternative would also, 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 finan-
cial protection will not advance, and will probably impede, -
this policy. :
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Assuming no significant change in the insurance patterns
of the industry, this alternative also fails to meet the cri-
terion of efficient and equitable cost allocatien through risk
spreading. With the pessible excepéion of the approximately
100 million dollars insured by the insurance pools, the entire
risk of an accident would fall, under the law of most states,
sither on the victim who was barred from recovery by a
technical defense, failure of proof, or inability of the defend-
ant to pay = judgment, or on the particular utility involved
and possibly its contractors or suppliers, and on their con-
sumers. And the entire cost would arise after the accident
had occurred. This alternative thus makes use of little, if
any, intertempora land, initially, virtually no interpersonal
spreading, Interpersonal spreading might be achieved later
as the companies held lable shifted the cost onto their con-
sumers. Although the allocation of liability to the industry
does appear to meet the third criterion of internalization, to
the extent that victims of an accident are unable to recover
from the industry, even this criterion ig not met. Finally,
because of the potential problems plaintiffs may encounter
in seeking damages under state law, recovery is likely to
involve excessive time and expense. In sum, this alternative
meets only one of the four basic criteria, that of internal-
1zation of cost 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,

The President in his veto message last year indicated his support
for the substantive provisions of the legislation, and urged its reen-
actment without the provisions he considered constitutionally inap-
propriate. Following the veto, insurance and industry groups also
urged the Joint Committee and its members to reenact the extension.
The bill now being reported preserves the substantive provisions of
that legislation, The committee considers the extension of the Price-
Anderson Act during this session to be of great importance to the
objectives of Project Independence as well as to the alleviation of
the more immediate energy problems of the Nation. Uncertainty oc-
easioned by further delay could well serve to exacerbate the difficul-
ties which have led to numerous recent cancellations and postpone-
ments of powerplants, both nuclear and fossil fueled.

VI. DiscussioNn or Bii

The bill provides for a 10-year extension of the Price-Anderson
Act and for three major changes: (1) Phaseout of Government indem-
nity, (2) increase in limit of liability and (8) extension of indemnity
coverage outside the territorial limits of the United States for certain
limited activities, none of which involve indemnity for any shipment
of nuclear technology abroad under an agreement for cooperation
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with nations or groups of nations. The Joint Committee wishes to
stress that there are a number of features of the Price-Anderson Aect
which should be viewed as permanent. These include the mandatory
insurance coverage, the no-fault previsions, the provisions for consoli-
dation of claims in a single federal court and for advance payment of
claims, the contractor indemnity previsions, and the mandatory retro-
spective premium system. These elements make up a pattern of public
protection which must be continued, The prowision for termination in
1987 should be viewed as a device to ensure that Congress will re-
assess the situation prior to that time and make revisions as required,
rather than as congressional intent to provide for an eventual termi-
nation of the federal regulation of nuclear liability insurance.
The details of the bill are below.

A. PHASEOUT OF GOVERNMENT INDEMNITY
Deferred Premiuns System

. The bill provides specifie authorization for the Commission to estab-
lish by rule, regulation or order the terms and conditions of the finan-
cial' protection required of nuclear licenses. NRC is directed under
this autherity to require partieipation, by licensees wha are required
to maintain the maximum ameunt of financial protection, in an in-
surance retrospeetive rating plamzy whereby in the event of a muclear
meident resulting in dameges exceeding the base layer of insumamce,
each licensee would be assessed a deferred premium which would be a
prorated share of the excess damages. A maximum amount would, be
established which the retrospective premiums fer each facility could
not exceedt. If, for instance, at some time in the future, a maximum
level of $3 million per reactor were set and a total of 106 reactors had
been licensed to operate up to that time, then $300 millienr would be
available at that time to provide for payment of damages in this sec-
ondary layer over and abeve the base insuramce. As more reactors
were licensed, the secondary layer would increase proportionately.
The Commission will set the maximum premium by rale. Preminm
taxes which would be due the states on any assessed retrospeetive pre-
miums are to be added to the amount of the maximum established by
the Commission and are the responsibikty of the licensae.

The Commission would continue to proxide indemmity for payment
of damages exceeding the combined primary and secondary layers, up
to a total of $560 million. As the secondary layer increased, it weould
gradually phase out the government indemnity. The date at which
this would occur would depend on the ameount set as the maximum
premium and on the rate at which reactors were licensed. The tables in
appendix T to this report illustrate how this phaseout would occur
for various premium levels.

The Joint Committee expects the Commission to requirve present
licensees to enter into the retrospective premium plan under its author-
ity to establish the maximum financial protection required. The com-
mittee belives that this authority is sufficient to require the participa-
tion 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.
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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 assumu{g
this unique risk, which has generally been considered to have extremely
low probability but potentially large consequences. While the proba-
bilities of severe nuclear accidents appear now to have been over
estimated, the industry is just not reaching the point where the foverm
ment’s role can be phased out without the possibility of unduly disrupt-
ing 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 Federal Energy Ad-
ministration’s proposal as embodied in the Joint Committee bill is
-considered the most expeditious means for the transfer of responsibil-
ity. An abrupt termination of Goovernment protection is not considered
-appropriate at this time, in light of the still relatively small number
-of nuclear reactors now licensed (54 operating licenses and 64 con-
struction permits).

Premivwm Amounts

oint Committee desires that the Government. indemnity be
h’gleed iut as soon as is reasonably feasible. Consequently, the bill pro-
vides that the Commission must set the level of the standard deferred
premium at no less than $2 million per facility. The bill also establishes
an upper level for such premium of $5 million per facility. This limita-
tion was considered necessary 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 Gov-
ernment indemnity by 1985. The Commission is directed to consider
this time frame as a guideline in establishing the premium. I
The Commission is authorized to establish a 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 twelve months after the
effective date of the Act for completion of Commission action to im-
plement, the deferred premium plan. This should provide ample time
for a rulemaking proceeding.

Assurance of Premium Availability

Authority and discretion has also been provided for the Commission
to establish measures to ensure that the deferred premiums will be
paid when they are called for following a nuclear incident. The Com-
mission 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 later.? The Joint Committee

2 This amount of insurance is in addition to the maximum amount of llability insur-
ance for fifancial protection purposes. That amount is now $125 million.
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believes the industry and Commission should make every effort to
provide additional coverage for the payment of deferred premiums
by insurance and industry.

In order to prevent a potential gap between the public protection
pledged and actual payments made, the bill requires the Commission
to provide the ultimate assurance to the public for these payments in’
the event of defaults not covered by insurance. This may be done
through reinsurance, guarantees, or other means. There is no dollar
limitation to the amount of guarantee which could be required in the
event of defaults on the deferred premiums, If a guarantée of pay-
ment by the Government is required, authority has been ‘provided to
permit recovery by the Government from the defaulting licensee of
any payments made on its behalf, ’

State Constitutional Problem

During the hearings on this legislation, a potential constitutional
problem was raised as to public power organizations. Public power
Tepresentatives testified that the retrospective premium arrangement
mlg}lll't 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 munic-
1pa] utility, from lending its credit or making expenditures for other
than public purposes. They suggested that. preemption of this field by
the Federal Government through the explicit establishment of the
premium system as a condition to obtaining a nuclear powerplant
license might resolve the problem.

The Joint Committee believes that the language of Section 170, as
amended by this bill, is clear in its establishment of participation in
the retrospective premium system as a firm requirement of a licensee
required to maintain the maximum financial protection. The bill
strengthens the language of Section 170 to stress the Federal preemp-
tlon of nuclear powerplant licensing and the public purposes of the
premium system. Furthermore, the deferred preminm should not be
interpreted as establishing a responsibility. by one licensee for a lia.
bility or debt of another. The potential deferred premiums are con-
sidered by the Joint Committee to have fundamentally the same status
as any other such insurance premjum. The bill authorizes the Commis-
sion 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 1s to clarify the status of the premiums and to ensure that
they can not be construed as the lending of credit by any licensee and
thus raise constitutional problems for some publicly owned utilities.

The bill includes requirements that the retrospective premium plan
be available to licensees who elect to provide the basic financial pro-
tection through some means other than insurance, and a provision
that the maximum financial protection required shall be that available
under reasonable terms and conditions, The Commission is thus au-
thorized to not require available insurance to the degree that it deter-
mines the rates or terms of such insurance to be unreasonable.

B. INCREASE IN LIMIT ON LIABILITY

. Thebill does not provide for an immediate change in the $560 million
limit on total liability arising from a nuclear incident. That limit is re-
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tained until the total of primary insurance and assessable refrospective
premivums reaches the level necessary to completely replace the Govern-
ment indemnity. From that point, as the primary and secondary levels
rige, the limit on liability would be allowed to rise correspomdingly.
No ultimate limitation on the level to which this coverage could rise
is provided foxr. At a premium level of $3 million per reactor, ¢he over-
all limit would be projected to reach a billion, doHars in sbout
1990.

The Commission would have the coptinuing authority to establish
a rule redycing the standard premium as appropriate when it deter-
mines that the total financial protection has risen to an amount above
which further increases are not deemed necessary. A s

The Joint Committee does not believe that any increase in or elimi-
nation of the limit on liability 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
(indemnjty) agreements is to be $500 millien. This Hmit
could be subject to upward revision by the Congress in
the event of any one particular incident in which, after
further congressiona} study, the Congress felt more appro-
priations would be in order.

* % * * %

Subsec. e limits the liability of the persons indemnified for
each nuclear incident to $500 million, together with the
amount of financial protection required. Of course, Congress
can change this act at any time after any particular incident.
The Jom% Commiftee wanted to be sure that any such changes
in the act would be considered by it in the light of the par-
ticular incident.

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 disaster of this magnitude, it
is obvious that Congress would have to review the problem
and take gppropriate action. The history of other natural or
man-made disasters, such as the Texas City incident, bears
this out. The limitation of liability serves primgrily as a
device for facilitating further con ional review of such a
situation, rather than an ultimate bar to further relief of the
public.

This assurance on the part of the Congress that it will take whatever
further action is needed to protect the public in the event of an nuclear
accident causing losses greater than the limit of liability is included
as a provision in the bill. The bill also contains reporting requirements
to provide the Congress with the information it will need in the event
of an accident causing losses beyond the limit on liability.

The recently released final report of the Reactor Safety Study under
the direction of Professor Norman Rasmussen of the Massachusstts
Institute of Technology has indicated that the probabilities of a
nuclear incident are much lower and the likely consequences much less
severe than has been thought previously, (See Section VII of this
report).
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C. EXTENSION OF INDEMNITY COVERAGE OUTSIDE THE UNITED STATES
TERRITORIAL LIMITS

The bill amends the definitions of “nuclear incident” and “person
indemnified” in section 11 of the Atomic Energy Act to permit the
Commission and ERDA. to extend the provisions of the Price-Ander-
son Act to certain activities outside the territorial limits of the United
States conducted by ERDA. contractors or involving licensed nuclear
facilities or licensed activities. The bill does not include under Price-
Anderson 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 provision in the same manner as cargo
carried in ships powered by fossil fuel.

The existing definitions of “person indemnified” and “nuclear inci-
dent” do not permit indemnity protection for activities licensed by the
Nuclear Regulatory Commission if the nuclear incident occurs oiitside
the territorial limits of the United States, with the exceptidh of the
now retired nuclear ship Savannah. There are two situations in which
the protection afforded by the Price-Anderson Act with respect to
licensed activities would 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 eiitside
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 Nuclear Regulatory Commission, such as a floating
nuclear powerplant located beyond the limits of the territorial sea of
the United States. The legislation would authorize the 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 éommission would adminis-
ter the Price-Anderson Act with respect to other licensed activities.

The present definition of “nuclear incident” as applied to ERDA
contractors provides indemnity grotection only if an occurrence out-
side the United States involves “a facility or device” owned by, and
used by or under contract with, the United States. The smended
definition would resolve any possible ambiguities concerning ERDA’s
authority to indemnify its contractors for any occurrence during the
course of transporting source, special nuclear, or byproduct material
outside the United States.

With the apparent advent of offshore nuclear powerplants, it is
essential 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 whether the facility or
route involved is located or involves transportation outside “the
territorial limits.

S. Rept. 94-454——3
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Testimony at the hearings included suggestions that nuclear mer-
chant ships’'be included in 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

Activities Covered by Price-Anderson Aot

Finaneial protection and indemnity for plutonium processing facili-
ties is discretionary with the Commission under the present law. One
witness-gt.the hearings, a representative of a company which operates
such @ #acility, proposed that these provisions of the Price-Anderson
Act be niade mandatory for such facilities. The Commission does not
at this time require financial protection of such licensees or extend
indemnity coverage to them. However, private liability insurance is
available. The Commission has indicated that it will undertake a
thorough review of this matter. The Joint Committee has not propoesed
a legislative change in this area pending the outcome of this review.
The Commission is urged to give appropriate consideration to this
matter.

Pransportation of nuclear materials is not specifically provided for
under the Price-Anderson Act, although carriers are generally covered
either as ERDA. contractors or under the omnibus aspects of licensee
financial protection and indemnity. The Association of American Rail-
roads has proposed that transportation be specifically covered because
of ' 2aps in the existing system for such situations as transportation of
materials for a shipper or receiver not required to maintain financial
protection.

The Joint Committee has not proposed legislation to deal with this
matter, but encourages the Commission to review the situation to deter-
mine if procédural 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 dis-
tribution of funds in the event of a nuclear incident which appears
tor hawe resulted in damages exceeding the limit on liability to es-
tablish 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 for the most severe and the most readily comput-
able losses. Thus claims for actual losses to property, for actual and
reasondble medical expenses, for loss of wages, and other such losses
may, merit higher priority than such claims as those for alleged pain
and sufferingy emotional harm, and loss of consortium. Likewise, losses
otherwise compénsated for,-while not precluded from recovery (under
the collateral source rule) in most jurisdictions, should be accorded

-
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lower priority than uncompensated losses. The Joint Committee also
believes that as a matter of equity, in cases where less than full
compensation will be made through the amounts immediately avail-
able from insurance and Government indemnity, losses to offsite
property of the licensee of the responsible facility should be accorded
lower. priority than lesses to third parties. The court is authorized to
establish such additional priorities as are deemed desirable and equi-
table to further the principles described above.

The above provisions are in no way intended to create any causes of
action net 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 oceasions by this Joint Committee
and included in this bill that Congress would thoroughly review the
situation 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 needed.

VII. RELATIONSHIP OF THE REACTOR SAFETY STUDY TO THE
Price-ANpERSON AcCT

On October 30, 1975, the Nuclear Regulatory Commission released
the final report of the Reactor Safety Study entitled “An Assessment
of Accident Risks in U.S. Commercial Nuclear Power Plants.” The
study was prepared under the direction of Dr. Norman C. Rasmussen,
professor- of nuclear engineering at the Massachusetts Institute of
Technology, using a technical staff of about 60 scientists and engineers,
plus a large number of specialized consultants. The report (WASH
1400) presents the results of a three-year, multi-million dollar effort
aimed at making a realistic estimate of reactor accident risks and a
comparison of these risks with nonnuclear risks to which our society
is already exposed. _

The 2,300 page report consists of 9 volumes, including an overall
report, technical appendices, and an executive summary. A draft
of the report was issued in August, 1974, and was widely circulated
for comment and review during the remainder of that year. The com-
ments which were received from approximately 90 individuals, agen-
cies, and organizations, were carefully considered in preparing the
final report. An appendix to the Rasmussen Report indicates the
Study’s responses to the comments received and the resulting changes
made in the final report.

To assist Members of the Congress and their staffs in familiarizing
themselves with the study, special briefings were presented on the draft
report on August 20, 1974. Similar briefings were also held on that
same day for. members of the press and the general public.

The Reactor Safety Study does not deal with insurance or indem-
nity 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 indicator
of the extent and scope of risk to the public. Thus, although it pro-
vides no information at all concerning the mechaniem for providing
protection, it is helpful in determining whether financial protection
for the public is required and if so, in what amounts.



16

Insofar as the risk to the public of a serious nuclear accident is
concerned, the Rasmussen report restates what the Joint Committee
found to'bé'the case in 1957 and again in 1965. Specifically, this com-
mittee determined on the basis of the evidence then available that the
likelihood of a serious nuclear accident with severe consequences for
the: publi¢ ever oceurring was éxtremely small. Nevertheless, the com-
mittee ¢duld not conclude with ceértainty that such an’accident would
never occur. ]

These determinations are in agreement with thé findings of the
Rasmussen report. The study confirms that a wide range of conse-
quences from a nticlear accident is possible, depending upon the exact
condition under which the accident occurs, the prévailing weather
coniditions, and the population distribution around the reactor site. As
could be expeeted, thé study shows that the probability of accidents
decreases significantly as the magnitude of the potentia{ consequernces
increases. 'Hor a group of 100 reactors, the study concludes that the
chance of an accident causing $150 million damage would be about one
in 1,000+or once in every 10 centuries and the chances of an accident
causing greater damage are significantly less. :

Insofar as the amount of financial protection for the public is con-
cerned, both Dr. Rasmussen’s testimony before the Joint Committee
last year ind the final report affirm that the total of public and private
indemnity’ provided, for %y’ this bill is adequate to cover any credible
accident which might occur. Thar oL b

~ The Rasmussen study appears to be a scholarly review and analysis
of the potential risks associated with the use of nuclear power. Sub-
s_taﬁ't,i’:;}f'éffdrt Has been devoted to making all of the underlying
methodoblogy, dssumptions, and calculations of the study available to
all interested parties.

As it has done in the past, the committee will continue to follow
closely the activities of the Rasmussen Study Group as well as other
evaluations of reactor safety.

VIII: Comparison Wit Otaer FEpErAL ProGRAMS OF DISASTER
ASSISTANCE AND INSURANCE

The Joint Committee examined the posture of other Federal pro-
grams for relief from disaster. The Federal Government has become
increasingly involved as the major underwriter of relief for losses due
to r natural- disasters, principally flooding, hurricane and tornado
damage. Fot 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 214 years 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 ' législation affecting both the Federal Disaster Assistance
Administration * and the National Flood Insurance Program* has
altered the Grovernment’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 Price-

3 Pub'ilc T.aw 93-288, “Disaster Rellef Act of 1074.”
4 Public Law 93-324, “Flood Disaster Protection Act of 1973.”
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Anderson legislation which are the subject of this report, whereby
increased reliance is being placed upon private insurance pools and the
licensees of nuclear facilities themselves for financial protection with
a concomitant decrease in Government involvement.

The Government’s approach is consistent also in its emphasis on
loss prevention. The National Flood Insurance Program, for ex-
ample, provides for mandatory land use criteria for new construction
within flood-prone areas. In the nuclear energy field, the rigid licens-
ing process enforced by the Nuclear Regulatory Commission and the
surveillance activities of its Offices of %spection and Enforcement
and Nuclear Reactor Regulation represent an unprecedented program
of loss prevention. '

It is clear from this examination that the Federal Government re-
mains in the business of compensation in many fields, whether as
reinsurer, coinstirer, indemnitor, or provider of disaster relief, Insur-
ance concepts become less valid as the frequency of evernts decrease
and as the potential consequences increase. :

With respect to the amendments to the Atomic Energy Act under
consideration, the Federal Government will retain its role as indemni-
tor for the uninsured portion of the statutory amount of $500 tvillion,
and, after the combined totals of basic and excess insurance reaéh that
figure and are allowed to float upward, as the ultimate guarantor for

defaulted retrospective premiums, while retaining subrogated rights
against the defaulting licensees. pod ey ikl ) 94

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. All of: the "other
insurance and “assistance programs are geared solely to property

damage. :

Finally, it should be pointed out that the panoply of Federal re-
sources, other than monetary compensation, is available in the event
of a large-scale nuclear accident, just as it would be in case of natural
disasters. ‘

IX. Cost or LEGIsLATION

In accordance with section 252(a) of the Legislative Reorganization
Act of 1970 (Public Law 91-510), the Joint Committee hasdetermined
that, with the ‘exception of minimal administrative costs associated
with determining the terms and conditions sicceptable in the proposed
restrospective premium plan, the Nuclear Regulatory Commission and
the Energy Research and Development Administration will ineur no
additional costs as a result of cartying out this legislationy except
that in the event*of a nuclear incident involving a contractor or a
licensee with whom an indemnity agreement has been executed, and
resulting in damages exceeding ‘the amount of financial protection
required, NRC or-ERDA may incur costs of tip to ‘$500,000,000 for
each such incident, The probability of such an incident oceurring is
considered extremely low. The potential cost to the Government of
such an incident irivolving a licensee otlier than a nonprofit éducational
institution will be reduced over a period of yedrs until it reachies essen-
tially zero by 1985. The potential liability for an incidént invelving
a contractor or nonprofit educational institution will remain at a max-
imum‘of $500,000,000 per incident. In addition, there will be pdtential
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costs to the Government in the event of defaults on retrospective pre-
miums for which the Government serves as reinsurer, or as guarantor
in cases where full recovery against the defaulter is not possible.

X. SECTION-BY-SECTION ANALYSIS

S¢éétion 1 of the bill would amend subsection 11 q. of the Atomic
Energy Act of 1954, as amended, to alter the definition of “nuclear
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 amengaéubsection 11 q. to specially define “nu-
clear 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 powerplants 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 pre-
serves consistency within the Act. Section 1 would further amend
subsection 11 t. by an alternative description of a “person indemni-
fied” as a person “who is required to maintain financial protection”.
J;‘hl? provides for the situation in which the $560 million limit on
liability is provided wholly by private insurance Frot,ection, in which
case the execution of an indemnity agreement would not be an absolute
requirement.

Section 2 of the bill would amend subsection 170 a. of the Atomic
Energy Act of 1954, as amended by substituting the word “may” for
“shall” in the second sentence. The purpose of this change is to
provide consistency with subsection 170 c., as amended. Additional
language has been added in the first sentence of subsection 170 a. to
emphasize the public purpose of the Price-Anderson provisions, as
stated in subsection 2 i. of the Act.

8ectian 3 of the bill would amend subsection 170 b. of the Atomic
Energy Act of 1954, as amended, to provide authority for the Nuclear
Regulatory Commission to regulate the terms and conditions of nu-
cleay liability insurance. This section requires the Commission within
twelve months of the date of enactment of this Act, to include in
determining the maximum amount of private liability insurance avail-
able any deferred premiwm plan which meets certain requirements.
Any such plan must have a standard retrospective preminm within
the range of $2 million to $5 million for each licensed facility required
to maintain the maximum financial |;lroteci,ion available from private
sources. Any State premium taxes which may be due on assessed pre-
miums ave to be the responsibility of the licensee and are not to be in-
cluded in the premium set by the Commission. In addition, participa-
tion in the secondary layer must not be conditioned on provision of the
bagic financial protection through insurance means, This assures that
an individual licensee may fullfill some or all of its base liability by
means other than insurance and yet be eligible for the retrospective
coverage. A :

Section 3 further requires the Commission to develop a plan to
assure payment of such deferred premiums when due in the event of
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a nuclear incident, and requires the Commission to provide reinsur-
ance or guaranty to assure the availability of funds despite any de-
faults 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 de-
faulter. In connection with the recovery of such funds, section 8
authorizes the Commission to specify the terms of any guaranty agree-
ment as appropriate to permit reimbursement, including liens on prop-
erty and revenues of a defaulting licensee, and automatic revocation
of any license.

Section 4 of the bill would amend subsection 170 ¢. of the Atomic
Energy Act of 1954, as amended, by changing the date “August 1,
1977 wherever it appears to “August 1, 19877, The purpose of this
amendment is to extend for 10 years the indemnification authority of
the Price-Anderson legislation as it pertains to NRC licensees other
tganliicensees subject to the provisions of subsections 170 k. or 170 1. of
the Act.

Section & amends subsection 170 d. of the Atomic Energy Act of
1954, as amended, by extending until 1987 the authority of the Energy
Research and Development Administration 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 United States to which agreements of indemnification en-
tered 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 finan-
cial 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 indem-
nity 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 or the Ad-
ministrator to the Congress on any nuclear incident which will prob-
ably result in public liability claims in excess of $560,000,000. The Act
presentlg gr‘ovides for such a report for any nuclear incident which
will 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 insti-
putitans 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 available funds. Section 10 also requires the
Commission or the Administrator to provide the Congress with the
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information it will need to determine what additional action is neces-
sarylin the event of an accident causing losses beyond the limit on
liability. - : . : L

' Sectz{;n 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 modi-
fication 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. - '

© XTI, Craxces 1IN Existing Law

- Tn 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 in black brackets and new matter is printed in italic; and exist-
ing law.in-which no change is proposed is shown inroman): .

Pusuic Law 83-703 )
- oo (Atomic Energy Act-of 1954, asamendfe'di)f ; '

. SEc. 11; DerrNiTions.—The intent of Congress in the definitions as
given in tﬁis, section should be construed from the words or phrases
T BT AR . SRR
- % The term: ‘nuclear incident’ means any -occurrence, including
an extraordinary nuclear occurrence, within the United States caus-
ing, 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 the resulting from the radioactive toxic, explosive, or
other hazardous:properties of  source, special nuclear, or byproduct
material : Provided, howerver, That as the term is used in subsection
170 T., 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 shaﬁriticludé any such eccurrence outside the. United States
if such occurrence. involves [a facility or device] source, special nu-
-cleuar, or byproduct material owned by, and used by or under.contract
-with, the United States: And provided further, That as the term is
used in.subsection 170c., it shall include any such ocourrence outside
both the United States and any other nation if. such eccurrence arises
out of or results from the radioactive, toxie, ea;plosivegog*joé?ipr-?nga‘fd—
ous propertics of source; special nuclear, or byproduct matevial licensed
-pursuant to.Chapters 6,7, 8, and 10-0f this Actswhich iz used, in con-
nection with the opervation of  licensed stationary production or utili-
zation facility or which moves outside the territorial limits of the U.S.
in transit: from: ome.person licensed by the Commission to anather per-
-son licensed by the Commission:. -~ . - .~ -~ .. o
TR CA P TR T JECIENRIEY SR PIST IR T SE
S, The téim fperson’ indémnified’ means (1) with respect-to a
‘fincléar incident oecurring within the United States ow. outside the
"United States'as the term is wsed in subsection 170 c., gnd with respect

in the definitions. As used in this Act: R
' Lk R s E Dk
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to any -hueleat incident in connection with the ‘design, development,
construction, operation, repair, maintenance, or use of the nuclear ship
Savannah, the person with whom an indemnity agreemerit is executed
or who is required to maintain financial protection, aud 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'inay 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 agree-
ment, of any tier, under any such contract or project.. =~ I
“8Eec.. 170, INDEMNIFICATION AND LIMITATION OF LIABILITY.— .. .
“a. Each license issued under section 103 or 104 and each construe-.
tion 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 4. of the Atomic Energy Act of 1954, us 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 Com-
nission ¢n- the ewercise of its licensing and requlatory authority end
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 accord-
ance 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. .. . Lo
“b, The amount ef 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 ac-
tivity 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 cast and on reasonable terms from private seurces. 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 e, regulation; or.order, pre-
scribe; In preseribing such terms and conditions for licensees required
to have and maintain financial protection equal to the mawimum
amounit of liability insurance available from private sources, the Com-~
mission shall, by rule initially prescribed not later than twelve monthe
from. the date of enactment of this Act, include, in determining such
mawimum amount, private liobility insurance available under an in-
dustry-retrespective rating plan providing for premium charges de-
ferred in whole or major part until public liability. from a nuclear in-




2

cident exceeds or appears likely to exceed the level of the primary
financial protection required of the licensee involved in the nuclear in-
cident; Provided; T'hat such insurance is available to, and required of,

all of the licensees of such facilities without regard to the manner wn.

which they obtain other types or amounts of such financial protection.:
And provided dfwéhe?,' That the standard 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 $5,000000 for each facility
required to maintain the mawimum amount of financial protection:
And provided further, That the amount which may be charged a licen-
see following any nuclear incident shall not exceed the licensee’s pro
rata share of the aggregate public liability claims and costs arising out
of the nuclear incident. Payment of any State premium taxes which
may be applicable to any deferred premiwm provided for in this Act
shall be the responsibility of the licensee and shall not be included in
the retrospective premium established by the Commission. The Oom-
mission is authorized to establish a maximum amount which the ag-
gregate deferred premiums charged for each facility within any one
calendar year may not exceed. The Commission maey establish amounts
less than the standard premium, for individual facilities taking inte
account such factors aus the facility’s size, location, and other factors
pertaining to the hazard. T he Commission shall establish such require-
ments as are necessary to assure availability of funds to meet any as-
sessment of deferred premiums within a reasonable time when due,
and may provide reinsurance or shall otherwise guarantee the pay-
ment of such premiums in the event appears that the amount of
such premiums will not be available on a timely basis through the re-
sources of private industry end insurance. Any agreement by the Com-
mission with a licensee or indemnitor to guarantee the payment of de-
ferred premiums may contain such terms as the Commission deems
appropriate to carry out the purposes of this section and to assure re-
imbursement to the Commission for its payments made due to the
failure of such licensee or indemnitor to meet any of its obligations

arising under or in conmection with financial protection required under -

this subsecction, including without Limitation terms creating liens wpon
the licensed facility and the revenues derived therefrom or any other
property or revenues of such licensee to secure such reimbursement and
and eonsent to the automatic revocation of any license.

“c. The Commission shall, with respect to licenses issued between
August 30, 1954 and [August 1, 19773 August 1, 1987, for which it
requires financial protection of less than $560,000,000, agree to indem-
nify and hold harmless 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 of financial protection required
of the licensee. The aggregate indemnity for all persons indemnified in
connection with each nueclear incident shall not exceed $500,000,000
including the reasonable costs of investigation and settling claims and
defending suits for damage: Provided, however, That this amount of
indemnity shall be rednced by the amount that the financial protection
recuired shall exceed $60,000.000. Such a contraet of indemnification
shall cover public liability arising out of or in connection with the
Ticensed activity. With respect to any production or utilization facility
for which a construction permit is issued between August 30, 1954, and
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[August 1, 1977 August 1, 1987; the requirements of this subsection

shall apply to any license issued for such facility subsequent: to

CAugust 1, 1977} August 1, 1987, o HE
“d. In addition to any other authority the Commission may have,
the Comunission is authorized until [August 1, 1977} August £, 1987,
to enter into agreements of indemnification with its contractors for
the construction or operation of production or utilization .facilities
or other ac¢tivities under contracts for the benefit of the United States
involving activities under the risk of public liability for a substantial
nuclear incident. In such agreements of indemnification the .Com-
mission 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 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 con-

nection with such contract and for each nuclear incident: Provided,
That this amount of indemnity shall be reduced by the amount that

tlie financial protection required shall exceed $60,000,000: Provided.
further, That in the case of nuclear incidents oceurring outside the
United States, the amount. of the indemnity provided by the Com-

mission shall not exceed $100,000,000. The provisions,of this subsection
may be applicable to lump sum as well as cost. & de contracts and to,

contracts and projects financed in whole or in part by the Commisgion.
A contractor-with whom an agreement of indemnification has beent

executed and who is engaged in activities connected with the under-
ground detonation of a nuclear explosive deviee shal}«bé‘,ha;blé,‘ fo. thq
extent so indemnified under this section, for injuries or damage sus-
tained 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 miunicipal char-
acter of the contractor or of the work to be performed under. the con-
tract shall be effective to bar such Hability, - - - - 1 owinnises =t

“e, The aggregate liability for a single nuclear incident of ‘persoms

indemnified, including the reasonable costs of investigating “and
settling claims and defending suits for damdge, shall fiot exdeed (7}
the sum of® $500,000.000 together with the amount of fiadiicial pro-
tection required of the licensee or contractor o7 (2)-if the dmount of
financial protection required . of the licensee ewcéeds' 360,060,000, [
Provided~ however, That] such aggregate liability shall T} not
[event] exceed the sum of $560,000,000 oF the amotng of’ hancial

protection required”of the: licensee, whichever amomnt s, }:é"&ier
Provided [further), That in the event of o nwucléar incident Hotving

damages in exdess of that amount of aggregate Tiabdlityy the Congress
will thoreughly review the particularincilent and will take whitever
action is deemed necessary and appropriate_to protect the piblié'from
the conséqitences. of -a disaster of such inapritude: And " prévided
further, That ‘with respect to any nuclear incident occurring dutside
of the United States to which an agreement of indemnification entered
into nider this provisions of subsection 170-d. is applicable, such ag-
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© liability shall not exceed the amount of $100,000,000 together
%ﬁ:}gla:}?elgﬂl)gurﬂ of financial protection required of the contractor.

«“f The Commission is authorized to collect a fee from all persons
with whom an indemnification agreement 1s executed under this seci
tion. This fee shall be $30 per year per thousand kilowatts of thesz
energy capacity for facilities licensed under section 103: Prov%qle' R
That the Commission is authorized to reduce the fee for such faci gtwé
in reasonable relation to increases in financial protection require
above a level of $60,000,000. For facilities liceensed under section 104,
and for construction permits under section 185, the Commission 1s alﬁ-
thorized to reduce the fee set forth above. The Commission shall estab-
lish criteria in writing for determination of the fee for facilities li-
censed under section 104, taking into consideration such factors as (1)
the type, size, and location of facility involved, and other factors per-
taining 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 year.

* * * ® * * *

«i, After any nuclear incident which will probably require payments
by the UnitedXStates under this section or which will probably result in
public liability claims in emcess of $560,000,000, the Commission shall
make a survey of the causes and extent of damage which shall forth-
with 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 every year thereafter on
the operations under this section. o

£ ] * * * * * &

“lr, With respect to any license issued pursuant to section 53, 63, 81,
104 a. or 104 <. for the conduct of educationa] activities to a person
found by the Commission to be 8 nonprofit educational institution,
the Commission shall exempt such licensee from the financial protec-
tion requirementof subsection 170 a. With respect to licenses issued
between August 30, 1954, and. [August 1, 1977] August 1, 1987, for
which the Commission grants such exemption:

“(1) the Commission shall agree te indemnify and hold harmless
the licensee and other persons indemnified, as their interests may
appear, from public liability in excess of $250,000 arising from
nuclear incidents. The aggregate indemnity for all persons indem-
nified in connection with each nuclear incident shall not exceed
$500,000,000, including the reasonable cost of investigating and
settling claims and defending suits for damage; : :

“(2) such contracts of indemnification shall cover public
liability srising out of or in 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 con-

~ nection 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
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payments under the contract on account of activities of the
license 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 walive 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 sub-
section shall apply to any license issued for such facility subsequent
to [August 1, 1977] August 1,1987.

* * * * * * %*

“o. Whenever the United States district court in the district where
8 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 inci-
dent 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 distri-
bution which has been approved by the court or such payments
are not likely to prejudice the subsequent adoption and imple-
mentation by the court of a plan of distribution pursuant to sub-
paragraph (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 remain-
ing funds available. %uch a plan shall include an allocation of
appropriate amounts for personal injury claims, property damage
claims, and possible latent injury claims which may not be dis-
covered until a later time, and shall include establishment of
priorities between clatmants and classes of claims, as necessary to
insure 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 deter-
mine the proportionate share of funds available for each claimant.
The Commission, any other indemnitor, and any person indem-
nified 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, and orders permitting
partial payments to be made before final determination of the
total claims. The orders of such court shall be effective through-
out the United States.”

“(4) The Commission shall, within ninety days after a court
shall have made such determination, deliver to the Joint Qommit-
tee a supplement to the report prepared in accordance with sub-
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 section 170 4. of this Act setting forth the estimated requirements
for full compensation and relief of all claimants, and recommen-
dations as to the relief to be provided. - ‘
" %n. The Commission shall submit to the Congress by August 1,193,
o detailed report concerning the need for continuation or modifi-
cation of the provisions of this section, taking into account the con-
dition 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.”

ADDITIONAL VIEWS OF MR. TUNNEY

I welcome this opportunity to amplify my position regarding H.R.
8%31,,legislation to extend the Price-Anderson Act through August
of 1987, o T

The question before the Joint Committee on Atomic Energy, and
ultimately before the entire Congress, is whether extension of the
provisions of Price-Anderson as contemplated by this legislation is in
the public interest. I amn compelled to conclude that it is not. For that
reason, I have opposed the action of the Joint Committee in reporting
H.R. 8631, and I will oppose the bill, or similar legislation, when the
matter comes before the full Senate. , P

~When the Price-Anderson Act was first enacted in 1957, the under-
Iying rationale for passage was the removal of a “roadblock” to private
participation in the development of nuclear power. Private entrepre-
neurs, almost two decades ago, were unwilling to undertake the risks
of an untried process without protection against potentially unlimited
liability. Private insurers were unwilling to provide such- protection
without extensive background information on the safety and reliabil-
ity of nuclear power plants. : .

Out of the quandary came the Price-Anderson Act, which provided
for limitations on liability of $560 million for power-plant operators
and others connected with the process of proviging nuclear power in
the private sector. In addition, the original Act provided for govern-
mental indemnity of up to $500 million, to be lessened by any amount
by which available private insurance exceeded the $60 million avail-
able in 1957.

In 1965, the Act was extended for another ten years to its present
expiration date of August 1977. Again, the ostensible rationale for the
action was the fact that “experience in this field is not yet sufficient
nor the technology sufficiently developed, that it is possible to deny
the theoretical possibility” of an accident in which the total liability
of a private operator would exceed the $560 million liability limita-
tion. Thus, the uncertainty surrounding the potential safety of nuclear
power plants and the possibility of virtually unlimited liability caused
the Joint Committee and the Congress to conclude that extension of
Price- Anderson was necessary to stimulate the continued development
of nuclear power in the private sector. ,

However, in extending the law, the Congress expressed the hope
that by the end of the second ten-year period “data will have been
accumulated, which should enable the industry and the Congress to
assess much more accurately the likelihood of a major nuclear inci-
dent and the insurance requirements of the nuclear industry.” In
other words, the Congress, both in 1957 and in 1965, had every expec-
tation that the protections afforded under Price-Anderson would be
able to be ended at the end of each ten-year extension,

Now we have come again to the question of whether to extend Price-
Anderson for another ten years. No longer is the Congress being told
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that we have insufficient operating experience or theoretical duta to
justify private insurance. Instead, we are assured that operating ex-
perience justifies the conclusion that nuclear reactors are safe enough
that the possibilities of liability exceeding the liability limitations in
Price- Anderson are so remote as to approach infinity. Yet we are urged
to extend the protections of Price-Anderson as an “orderly phaseout”
of the law’s protections by 1987.

Eneugh is enough. In 1957, we were told that ten years of operat-
ing experience would be sufficient to permit the nuclear industry to
secure its own private experience. In 1965, we were assured that
twenty vears of such experience would enable us to turn over the re-
sponsibility for insurance to the private sector. Now we are being told
that thirty years’ of government protection is necessary before nuclear
power can become self-supporting.

I reject that argument. It is now 1975. We have almost two decades
of experience of private involvement with nuclear power. Today, the
United States has 56 operating nuclear power plants, providing almost
& percent of this country’s electrical generating capacity. During the
time Price-Anderson has been in effect, there has not been a single
nuclear power plant accident injuring a member of the general public.

We now have in hand the final Reactor Safety Study, commissioned
by the Atomic Energy Commission and its successor, the Nuclear
Regulatory Commission, and supervised by Dr. Norman Rasmussen,
of the Massachusetts Institute of Technology. The study took several
vears and several million dollars to complete, and I find it to be an
impressive document.

The report confirms the operating experience of nuclear power
plants, and estimates that the likelithood of personal injury from a
nuclear power plant accident is very low. Indeed, the report indicates
that the likelihood of a given person dying as a result of a nuclear
reactor accident is about one in five billion, as compared to one in 4,000
from car accidents, and one in 100,000 becaunse of a plane crash. These
probabilities provide a cogent guide to the order of likelihood of a
severe nuclear reactor accident.

The all but infinitessimal chance of fatal nuclear accidents involving
large numbers is further buttressed by other reports, such as that
issued by the American Physical Society, reviewing the safety of
conventional light-water reactors. The Society, while differing with
the Rasmussen report on the magnitude of some of the consequences of
nuclear power plant incidents, arrives at a similar conclusion; that
is, it judges that there is little basis for short-term concern about the
likelihood of aceidents in light-water reactors. ,

In the faece of such evidence, how can the Congress contend that the
Price-Anderson Act is an appropriate policy for continuation by the
Federal government? I think that we cannot. The conditions envi-
sioned when the Act was passed and extended have been satisfied, We
now have a record of operating experience, and a theoretical basis
for calculating the risks of nuclear power. That is what the private
sector requires fo make the kinds of educated estimates which form
the basis for private insurance,

Therefore, I cannot accept the arguments of the proponents of H.R.
8631 that an orderly extension of the protections of Price-Anderson is
in order. First, T believe the conditions which the Congress wished
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to see satisfied before ending Price-Anderson have been met: Second,
I believe the pending legislation provides not for an end to the fea-
tures of Price-Anderson which I find most objectionable, but for an
-extension of at least ten yearsof those features.

Let me specify my objections to H.R. 8631 in more detail. First,
contrary to what many believe, the bill will not end Fedreally-imposed
limitations on liability. It will provide for the present $360 million
<ceiling to rise gradually upward at some time in the indefinite future.

That time is undeniably indefinite, to be determined by the “retro-
spective premium” which the Nuclear Regulatory Commission im-
poses on each reactor operator, and by the number of reactors in
existence. Thus, even if the maximum premium of $5 million was
imposed on top of $125 million in private insurance, we would have
to have almost 90 reactors on line before the present liability ceiling
is reached. Obviously, if the minimum premium of %2 million per
reactor were to be required, it would take even longer for the ceiling
to rise above the present $560 million figure. The fact that the $560
million figure will probably not be exceeded for at least ten years takes
-on added significance when we consider that that figure has remained
unchanged during the past 18 years. The Congressional Research
Service estimated three years ago that the $560 million 1957 figure
would have to be raised to a figure closer to $3 billion if it were to
remain constant with the 1957 figure interms of public protection.

My second objection to the subject legislation concerns its continua-
tion of Federal government responsibility for guaranteeing the pay-
ment of private claims. Until the amount of total private and retro-
spective coverage reaches $560 million, the United States government
will be required to indemnify private parties directly. That direct
indemnity responsibility will persist for at least ten years, even under
the amended version of H.R, 8631.

Even after the government’s role as indemnitor is needed, it will still
have to guarantee the payment of retrospective premiums by reactor
operators in the event of an accident. Theoretically, the amount of
financial liability under such requirements could far outstrip the
maximum of $500 million for which the government was previously
liable under Price-Anderson.

Finally, the government retains its responsibility as insurer of last
resort if claims should exceed the liability limitation. For, under the
explicit language of H.R. 8631 as amended, the Congress would have
the responsibility to consider the reimbursement of victims of nuclear
accidents to the extent that they were uncompensated by amounts up
to the lability limitation.

In short, the government would still be in its unique role of insurer
of the nuclear power industry for the foreseeable future under the
terms of H.R. 8631, I object to that form of hidden subsidy to the
industry.

In sum, I object to the extension of the Price-Anderson Act for
-another ten vears. I believe that the best interests of the public and
ultimately of the nuclear power industry would be better served by
allowing the ?rotection of Price-Anderson to lapse as scheduled in
August of 1977, :

This would leave the victims of a nuclear accident to their tradi-
tional remedies of suit and judgment in courts of competent juris-
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diction. Tt would mean that the cost of doing business as a nuclear
pocwer plant operator would be where it should be, with the suppliers
and users of nuclear electricity, rather than with the innocent vietims
of an accident, or with the Federal taxpayer. - | )

Regardless of the likelihood of a major nuclear accident, T find it
intolerable that the victims of such an accident could receive less than
full compensation for their injuries or be thrown upon the mercies of
the Congress for full compensation. I find it intolerable that those
who profit from the production of nuclear power should not be re-
quired to bear its full potential costs because their assets are insulated
from attack to the extent that their liability exceeds the statutory
limitation. ' : o L
. T am aware of the arguments made by those who favor the extenston
of the Price-Anderson Act. It is said that nuclear power will nolonger
be a feasible energy alternative if liability limitations and Federal
guarantee provisions are abolished. That argument will gimply not
stand up to close scrutiny. ' o )

First, if it is a fact that nuclear power will not be economically
competitive if it is forced to bear the full costs of doing business as
other enterprises do, then perhaps we should look seriously at other
sources of energy. However, I believe that the available evidence sug-
gests that nuclear power plants would continue in operation even with-
out the protection of Price- Anderson. . .

In the absence of Price-Anderson, I believe that more private msur-
ance would be made available than is at present. Given the record of
operating safety of present plants, and the projections of the likeli-
hood of serious accidents, I believe that the insurance industry would
conclude that it could afford to provide substantially more protection
than the $125 million presently available. If we are to believe the
Rasmussen Report in its estimates of comparative risk, the private
insurance industry presently provides substantially more Insurance
for industries with higher Tisks; e.g., the airline industries, where

rivate protection apparently runs between $250 million and $300 mil-

ion per accident. ‘ .

‘Why has such protection not been forthcoming to date? One very
good reason could be that there has been little incentive for reactor
operators to seek insurance from the private sector. Under Price-
Anderson, reactor operators pay substantially less for governmental
indemnity than they would if purchased from private sources. For
example, 3,000 megawatt opérators pay $90,000 for $435 million of
government indemnity, compared to the minimum of $435,000 which
private companies would charge for such coverage. In the absence of
governmental protection, there is every reason to believe that utilities
would seek and find additional coverage from private insurance
companies,

How much would such private coverage cost? The answer to that
question is not clear. However, it would appear that the present mini-
mum figure of $1.000 per $1 million of coverage would be a re;%so;xable
estimate for additional coverage, since the private companies’ risk
would decrease with increased coverage. Thus, an additional $500 mil-
Tion of coverage could very well cost something like $500,000 per year.
For the average 1,000 megawatt nuclear power plant, such a cost would

-
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‘translate into an additional cost of approximately one-tenth of a mill
per kilowatt hour, hardly a giant eost for so much additional coverage.
~ In addition to direct private coverage of reactors, there is every
reason to believe that private insurance companies would encourage
retrospective premium pools of the kind contemplated under the pres-

‘ent legislation. Such pools would provide substantial additional cov-
erage for utilities and other operators at minimal cost. R

My conversations with experts in insurance indicate to me that such
4 retrospective premium arrangement would be implemented, whether
or not mandated by Price-Anderson. Indeed, the very reason that the
insurance industry suggested the possibilities of retrospective premium
pools was the existence .of such arrangements in other industries at

resent. ‘ -

P Beyond private individual cove-m,%fe and  retrospective premium
pools, I believe that utilities might well form their own pools to cover
any risk left uncovered. I do not believe the anti-trust laws would for-
bid such risk sharing. ‘

Finally, of course, utilities could become self-insurers, and that is
exactly the point of removing the liability limitations of Price-Ander-
son. To the extent that any corporation’s assets are subject to legal
attack, that corporation becomes a far more reliable and prudent pro-
tector of the public safety. The prospective impact of potentially un-
limited liability on utility safety procedures and on the reliability of
nuclear power plants cannot be underestimated. ‘ ,

In sum, I do not accept the argument that removal of Price-
Anderson protection would doom the nuclear power industry in this
country. Review of the positions of major utilities and reactor manu-
facturers confirms my judgment that this would not prejudice unduly
their decisions on whether to build future nuclear plants and continue
operation of present plants. Indeed, the removal of Price-Anderson
protections could be a positive factor, reflecting the true costs of
nuclear power more accurately on corporate balance sheets, and en-
couraging rigid safety and delivery procedures. ‘ ‘ :

Proponents of extending Price-Anderson also argue that suppliers
of power plant components and parts would be forced out of business
by the prospect of unlimited liability, leaving utilities with limited or
nonexistent sources of critical materials for plants. I believe that
argument to be faulty as well. Any businessman who supplies any
component, used in an industrial process must assess the risk that he
may be liable for damages caused by the failure of his product. The
exceptionally high improbability of a major reactor accident, com-
bined with the further improbability of a particular part being in-
volved in such an accident, and the difficulties of proving fault of a
given part, suggest to me that a businessman could well conclude that
the risks are so low of major liability that he would continue to fur-
nish parts and components,

Even if suppliers were discouraged from continuing to supply essen-
tial goods for reactors, I cannot believe that utilities would permit
the threat of unavailability of critical parts to jeopardize the viability
of a billion-dollar investment in a nuclear power plant. If supply were
threatened, I would anticipate that plant operators would insert “hold-

harmless” clauses in contracts for critical parts. Thus, I think that the
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interplay of the private system would insure the continued availability
of supplies for nuclear power plants. .

Finally, those arguing for continuation of Price-Anderson say that
the present Act protects the public better than the tort law would.
They contend that the provisions of the Act allowing expedited re-
covery and requiring waivers of defenses protect the public far better
than private suits. ‘

I believe that those provisions are commendable and that within the
system of limited liability and governmental indemnity established
by the Act, they represent innovative steps to accommodate the public
interest. However, I believe that the proposition that they are more
protective of the public than the tort E;,w and the Federal courts is a
debatable one.

First, of course, the system of strict liability goes hand in hand with
the limitations on liability in the present law. Without such limita-
tions, I believe that the utilities would be reluctant to accept the im-
position of strict liability of the type contained in the present law.
Therefore, any discussion of the strict liability system presently in
effect must also contemplate the maintenance of liability limits.

Aside from the value judgment involved in trading limited liability
for some increased protection, there are significant problems asso-
ciated with the “public protection” sections of Pricé-Anderson. It is
far from clear that utilities operating nuclear power plants would not
be subjected to strict liability for running “ultra-hazardous” activities,
even in the absence of the strict liability provisions in the Price-
Anderson Act. If that were the case, utilities would be able to avail
themselves of certain procedural defensés not now available. How-
ever, under strict liability theory in most jurisdictions, the utilities

would not be able to assert substantive defenses such as coritributory
negligence, but would have to settle for restrictive interpretations of
the limited substantive defense of assumption of risk. I believe that
it is very possible that, if strict liability were to be imposed by the
courts, the limited availability of defenses under that liability theory
would be more than outweighed by the absence of liability limitations
in terms of its impact on the public interest.

Moreover, it is not clear that other facets of the present system are
as advantageous as advertised. For example, the 21 claims for which
abstracts were prepared between 1957 and 1973 took an average of
48 months to complete from the time of an accident to the time of
closing. Four years can hardly bé considered an expeditious comple-
tion of the compensation process. Additionally, only 15 per cent of
the total liability limitations can be paid out in expedited payments
without the consent of a court.

Finally, there are substantive problems with the present arrange-
ment of the strict Liability provisions of the law. Part of the maximum
‘$560 million liability can be utilized for investigating and administer-
ing claims. Such uses diminish the total amount available for final
compensation of victims. Most important, of course, the invocation
of all of these protection provisions depends on the finding of the
Nuclear Regulatory Commission that an “extraordinary nuclear in-
cident” has obecurred. That detérmination is not gubject to judicial
review. I believe that a system of tort liability which would leave the
final determination of the conditions precedent to liability in the hands
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of the courts is prefersble to the present system, committing that
decision solely to the Nuclear Regulatary Commission.

For the foregoing reasons, I believe a strang case can be made for
the PWBQE‘}&XQI&L})&!} the public is better protected by traditional judi-
clal Temedies than it is by the strict liability/expedited payment pro-
visions of the present law. ’fhat is especially true if the present law
re%ulres the maintenance of ligbility limjtations.

n symmary, I believe that many of the arguments for preserving
Price-Anderson are faylty. In the ahsence of Price-Anderson, I believe
the public would be better protected, and the true costs of nuclear
Eg'wer’ twould be more adequately considered by thase providing and
using it.

Let me summarize my position. There are those who believe that
Price-Anderson is critical to our national well-being, and I accept their
opinions as being in good faith, However, I cannot reconcile the claims
of safety made | y nuclear adherents with the continuation of limita-
tions on ligbility in a Governments] involvement. If the innocent vic-
tims of g nuclear accident cannot recover the full measure of compensa-
tion ¢ue them, the Congress cgnnot say that it is protecting the public
Interest. I am well aware of the continying promises made by the Con-
gress that it will compensate the victimsg% nyclegr incidents in the af-
termath of a catastrophe. However, I would say that this is a peculi-
arly Inappropriate way to resolve the problems inherent in the liability
limitation. With one exception, Congressional aid to disaster victims
has been limited to sityations where non-husiness activities, such as
storms, or floods have produced disastrous consequences. That is as it
should be, since it geems 410%1@&1 for al] Federal taxpayers to hear the
costs of an accident produced by a limited profitmaking activity. .

Moreover, Congressional action in the wake of disasters has fre-
quent‘ly been slow, and has left vigtinas partially uncompensated, In
fact, in the celebrated Texas City case, the one notable exception to the
general rule of disaster aid only for non-profitmaking sctivities, the
Congress adopted an arbritary limitation on the amount of total reim-
bursementg’compensgt{on of $25,000, o

The upshot of this is tha those who look to the Congress as an in-
surer of last resort may be living with an illusion in the belief that
Congress will make whale the victims of a nuclear sccident.

The Columbia Legislative Draf{ing Research Fund has done an im-
portant study on the isspes involved 1n the Price-Anderson Act. That
study, done for the Atomic Industrial Forum, concludes that four
criteria should %ovem ‘the selection of g system for remumeration of
victims of g nuclear accident (1,)_&!1‘0?151911 of adequate compensation ;
(2) spreading the risk; (3) avoidance of externalization; (4) avoid-
ance of undue costs. I am not preg)ared to say that these are the only
four criteria by which potential plans should be judged, but I believe
that the use of these criteria will demonstrate the compelling reasons
for ending Price-Anderson.

The alternatives of private insurance, utilities bearing the risk, and
unlimited liability are preferable even under such eriteria. Let me
consider them in reverse order. Private assumption of risk is at least
as desirable in preventing “undue” costs as limited liability. Under
ordinary systems of liability, private parties and corporations incur
only those costs which seem reasonable in terms of their potential
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risk. This would be the case without Price-Anderson: Utilities would
insure themselves only to the extent they considered necessary; by
‘definition, this eliminates “undue” costs. ‘ :
On the criterion of risk spreading, ending Price-Anderson is a pref-

erable policy choice as well. The critical question about risk spread-
ing concerns the degree to which risk should be spread. Unlike other
disasters, there is no good reason to spread risk first to vietims, and
‘then to the entire country. Rather, risk should be concentrated in the
hands of those who enjoy the profits and use of nuclear power. Price-
‘Anderson does not accomplish that goal. It places the first, and pos-
sibly the ultimate, cost of a catastrolxihic accident on the shoulders of
possible victims. Tort liability, on the other hand, limits the risk to
nucléar power operators, users and to those insurers who wish to
undertake it. : i . , L

* Yet Price-Anderson is most clearly deficient of satisfying criteria;
avoidance of externalization and undue costs. Avoiding externaliza-
tion is little more than the converse of the idea of spreading risk.
Price-Anderson clearly externalizes the cost of nuclear power by ask-
ing victims to bear the risks of costs in excess of $560 million. More-
over, the Act does not assure adequate compensation for victims.
}iather it assures inadequate compensation by maintenance of liability
imits. - R o

" 'On the other hand, tort liability does satisfy these ¢riteria. It places
the costs of nuclear power internally; 7.e. on producers, users and in-
surers. It also assures adequate compensation to the extent of avail-
able instirance and assets. S -

" For these reasons, I favor ending Price- Anderson without further
delay. Today’s “gradual phaseout” will be replaced in ten years by
another rationale for continuing the extraordinary anti-competitive
protections of this legislation. If this Congress passes this legislation,
it will have become ‘a virtually permanent feature of our national
energy policy. I believe that would be unfortunate and short-sighted.
" As the distinguished former chairman of the Joint Committee,
Representative Holifield of California, observed in opposing the pass-
age of the first Price-Anderson legislation : “This bill is put forth by
its proponents as a bill for the protection of the public. This amounts
to making a virtue out of a subsidy. The bill is protective of large
utilities, industrial companies, and insurance companies which are
not willing to adhere to the tenets of free enterprise.” o
" Eighteen years later, those words still have the ring of truth. If
anything, the experience of the ensuing years has demonstrated the
lack of need for the Price-Anderson Act. HLR, 8631 would encourage
us to ignore that experience, and for that reason, I oppose its
enactment. ~ ‘ o L o
' Jomn V. TuNNEY.

APPENDIX I

TABLE 1. OPERATING. REACTORS ASSESSED AT $2,000,000 EACH

1botiar amounts in millions]

Total .
Number of . assessment Remaiging
operating plus

Year ) reactors I Assessment Insurance insurance indemnity
73 $146 $12 21 .. $289

78 156 12 281 - $§79

84 168 12 293 267

88 176 12 - 301 259

97 194 125 319 241

116 232 125 as7 203

141 282 125 407 153

168 31 125 455 105

1 388 12 513 47

218 438 12 561 1]

243 486 12 611 - B

2 630 12 655 0

285 570 125 695 0

1 Based on Oct, 24, 1975, estimates of the Nuclear Regulatory Commission,
TABLE 2.—0PERATING REACTORS ASSESSED AT $3,000,000 EACH
[Dollar amounts in miltions]
Total
Number of assessment Remaminé
operating ) plus NRi

Year reactorslt  Assessment Insurance insurance indemnity
73 $219 $125 44 216

78 234 1 sgse szm

84 252 125 3n 183

88 264 125 389 n

97 9 125 416 184

116 348 125 473 87

141 423 125 548 12

165 495 125 620 1]

194 582 125 707 0

218 654 125 779 0

243 728 125 854 1]

265 795 128 820 g

285 855 12§ 980 0

i Based on Oct. 24, 1975, estimates of the Nuciear Regulatory Commission,
(85)
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TABLE 3.—OPERATING REACTORS ASSESSED AT $4,000,000 EACH

[Dollar amounts in millions}

Total

Number of assessment Remaining'

operating NRC

Year reagtoys 1 Assessmept Insurance insurance indemnity
3 $292 §125 $417 $143:

hd 312 125 437 123
84 336 125 461 99
88 352 12 477 83

97 388 12 513 4
116 g§4 125 589 0
141 4 125 689 0
165 660 125 .85 0
194 776 125 901 0
218 872 125 997 0
243 3%2 125 1,097 0
%gg 1,080 125 1,185 0
1,140 125 1,265 0
1 Based on Oct. 24, 1975, estimates of the Nuclear Regulatory Commission.
TABLE 4.—QPERATING REACTORS ASSESSED AT $5,000,000 EACH—Continued
TABLE 4.—OPERATING REACTORS ASSESSED AT $5,600,000 EACH
[Roliar amounts in millions]
Total

Number of assessment Remaining

operating y .. NRC

Year reactors 1 Assgssment Insurange insufange indemnity
73 $365 $125 $490 $70
78 390 125 515 45.

84 420 125 545 15
88 440 125 565 g

97 485 125 610 0
116 580 125 705 0
141 705 125 830 0
165 o 125 950 13
194 8 125 1,095 0

218 1, 125 1,215 0
243 1,215 125 , 340 0
" 265 1,325 125 1,450 0
285 1,425 125 1,550 o

1 Based on Ogt, 24, 1975, estimates of the Nuclear Regulatory Commission.

APPENDIX II

Message From PrESIDENT GERALD R. Forp 1o HoUSE oF
RePrESENTATIVES, QOCTOBER 12, 1974

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 recommen-
dations of the Atomic Energy Commission, and I would be glad to
approve them if they stood alone.

Section 12, however, would provide that “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 evalua-
tion 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 evalua-
tion, the Congress adopts a concurrent 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 Con-
gress 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 fo me
pursuant to Article I, section 7 of the Constitution amounts to a
representation by Congress that, as far as it is concerned, the legisla-
tion 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 ad-
versely 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.

urge the Congress to reenact the bill promptly so as to remove the
problems which Section 12 now raises.
GEerALD R. Forb.

Tue Warre House,

October 12, 197}.
(37)



H. R. 8631

Rinety-fourth Congress of the Wnited States of America

AT THE FIRST SESSION

Begun and held at the City of Washington on Tuesday, the fourteenih day of January,
one thousand nine hundred and seventy-five

An Act

To amend the Atomic Energy Act of 1954, as amended, to provide for the
phaseout of governmental indemnity as a source of funds for public remunera-
tion in the event of a nuclear incident, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That section 11 of
the Atomic Energy Act of 1954, as amended, is amended by amending
subsections ¢. 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 of 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 the United States:
And provided further, 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
provided further, That as the term is used in subsection 170 c., it shall
include any such occurrence outside both the United States and any
other nation if such occurrence arises out of or results from the radio-
active, toxic, explosive, or other hazardous properties of source, special
nuclear, or byproduct material licensed pursuant to chapters 6, 7, 8,
and 10 of this Aet, which is used in connection with the operation of a
licensed stationary production or utilization facility or which moves
outside the territorial limits of the United States 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, or 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.”.

Skc. 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 construc-
tion permit issued under section 185 shall, and each license issued
under section 53, 63, or 81 may, for the public purposes cited in sub-
section 2 i. of the Atomic Energy Act of 1954, as amended, have as
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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 may be a further condition of the license that the licensee
execute and maintain an indemnification agreement in accordance with
subsection 170 ¢. 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~107 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 insur-
ance, 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 pro-
tection equal to the maximum amount of liability insurance available
from private sources, the Commission shall, by rule initially pre-
scribed not later than twelve months from the date of enactment of
this Act, 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 : Provided, That such insur-
ance 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 standard 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 : And provided further, That
the amount which may be charged a licensee following any nuclear
incident shall not exceed the licensee’s pro rata share of the aggregate
public liability claims and costs arising out of the nuclear incident.
Payment of any State premium taxes which may be applicable to any
deferred premium provided for in this Act shall be the responsibility
of the licensee and shall not be included in the retrospective premium
established by the Commission. The Commission is authorized to estab-
lish a maximum amount which the aggregate deferred premiums
charged for each facility within one calendar year may not exceed.
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The Commission may establish amounts less than the standard pre-
mium 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 rein-
surance or shall otherwise guarantee the payment of such premiums
in the event it appears that the amount of such premiums will not be
available on a timely 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 appropriate 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 obligations arising under or in
connection with financial protection required 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 such licensee to secure such reimbursement and consent
to the automatic revocation of any license.”.

Skc. 4. (a) 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, 1987, 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, 1987”,

(b) Such subsection is further amended by striking “including the
reasonable” and inserting in lieu thereof “excluding”.

Sec. 5. (a) Subsection 170 d. of the Atomic Energy Act of 1954,
as amended, 1s amended by deleting the phrase “until August 1, 1977,”
in the first sentence and substituting therefor the phrase “until
August 1, 1987,”.

(b) Such subsection is further amended by striking “including the
reasonable” and inserting in lieu thereof “excluding”.

Sec. 6. Subsection 170 e. of the Atomic Energy Act of 1954, as
amended, is amended to read as follows:

“e. The aggregate liability for a single nuclear incident of persons
indemnified, including the reasonable costs of investigating and set-
tling 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: Provided, That in the event of a nuclear incident involving
damages in excess of that amount of aggregate liability, the Congress
will thoroughly review the particular incident and will take whatever
action is deemed necessary and appropriate to protect the public from
the consequences of a disaster of such magnitude: And provided
further, 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 aggre-
gate liability shall not exceed the amount of $100,000,000 together with
the amount of financial protection required of the contractor.”.
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Skc. 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 indemmnification agreement is executed under this sec-
tion. This fee shall be $30 per year per thousand kilowatts of thermal
energy capacity for facilities licensed under section 103: Provided,
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 eriteria 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 factors
pertaining 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 year.”.

Skc. 8. The last sentence of subsection 170 h. of the Atomic Energy
Act of 1954, as amended, is amended by striking “may include reason-
able” and inserting in lieu thereof “shall not include”.

Sec. 9. 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 pay-
ments by the United States under this section or which will probably
result in public liability claims in excess of $560,000,000, the Commis-
sion shall make a survey of the causes and extent of damage which shall
forthwith be reported to the Joint Committee, to the Congressmen of
the affected districts, and to the Senators of the affected States, and,
except for information which would cause serious damage to the
national defense of the United States, all final findings shall be made
available to the public, to the parties involved and to the courts. The
Comumission shall report to the Joint Committee by April 1, 1958, and
every year thereafter on the operations under this section.”,

Sec. 10. (a) Subsection 170 k. of the Atomic Energy Act of 1954, as
amended, is amended by deleting the date “August 1, 1977” wherever
it appears and substituting therefor the date “Aungust 1, 1987”.

(b} Paragraph (1) of such subsection is amended by striking
“including the reasonable” and inserting in lieu thereof “excluding”.

Sec. 11, Subsection 170 1. of the Atomic Energy Act of 1954, as
amended, is amended by striking “including the reasonable” and insert-
ing in lieu thereof “excluding”.

Sgc. 12. Section 170 n. (1% (iii) of the Atomic Energy Act of 1954
is amended by striking “ten years” and inserting in lieu thereof
“twenty years’. ,

Sec. 13. Subsection 170 o. of the Atomic Energy Act of 1954, as
amended, is amended by adding at the end of the second sentence in
subparagraph (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.”, and by add-
ing a new subparagraph (4) toread as follows:

“(4) the Commission shall, within ninety days after a court
shall have made such determination, deliver to the Joint Com-
mittee a supplement to the report prepared in accordance with
subsection 170 i. of this Act setting forth the estimated require-
ments for full compensation and relief of all claimants, and recom-
mendations as to the relief to be provided.”.
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Sec. 14. 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, 1983;
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.”.

Speaker of the House of Representatives.

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