April 23, 1381 SECY-81-253

RULEMAKING ISSUE

For: ™ CommissibAffirmation)
From: William J. Dircks
Executive Diractor for Cperations
Subject: FINANCIAL PROTECTION FOR TMI UNITS 1 AND 2
Purpose: To request that the Commission complete the implemantaticn

of financia) protection requirements at Three Mile Isiand.

Background As the staff discussed in SECY-79-517, American Nuclaar-
Insurers (ANI) and Mutual Atomic Energy Liabiiity Under-
writers (MAELY), the two auclear liability insurance pools,
informed the Commission early in 1379 that they were increasing
the amount of primary nuclear liability insurance avaflable
from $130 million to 5160 million. In accordance #ith
the pravisions of subsaction 170b. of the Atomic Energy
Act, tha Commission {ncraased the amount of primary financial
protaction raquirad for facilities having a rated capacity of
100 alectrical megawatts or mora from 5140 million to 3150
million. This changa was published {n the Federal Register
on April &, 1979 (13 Feg. Req. 20632) and bacauws offective
May 1, 1979,

On May 1, 1979, AMI and MAELY informed the Commission

and tne licensee that becaus2 of tne March 23, 1379 accident
at TMl, they wera unwilling at that time to make 3150 million
in nuclaar lfability insurance available for the Throe Mile
Island siza despite the licensen's request for such incraasad
coverage. The soals' priacipal reason was their desire to
Timit zlsarly ta 3130 million their potantial liadility for
claims and claims axpenses arising out of the March 28
accident,

Contact:
Tra Ginitz

Ext. 392-2284
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In SECY-79-617, the staff recommended and the Commission
approved a reguiremcnt that the licensee maintain the

same level of financial protection of 3160 million for
Unit 2 as for Unit 1 and that the licensee's financial
protection {nclude the reinstatement of funds paid out for
claims arising out of the March 28 accident.

The staff notified the licensee of these requirements in
January 1980 {see Appendix "A" for exchange of letters
between the licensae and the Commissfon). The staff con-
tinued to work with the licensee, its {nsurance broker and
the insurance pools follawing this notification to implement
the Commission's requirements.

The licensee's efforts have focused on attespting to -persuade

the fnsurance pools to provide $160 million for TMI-2

(the poels had advised the licensen earlier than they were
willing to provide 5150 million for TMI-1). The licensee

has also boen working with its {nsurance broker in saliciting
fnterast from the domestic and foreign insurance markets foutside
of the pools thamsolvas) in providing the additional 520 million
in insurance for Unit 2.

In its Yetter of May 30, 1980, the licensee indicated that the
insurance pools would provide, under certain conditions,

the additional 829 wmillion in {insuranca for both Unit 1 and
tnit 2, as well as reinstate the approxinately 31.7

million that had been e¢xpended for claims and clains

e.penses,  The licensee also stated that its iasurance

broker had not heen successful in obtaining nuclear

Tiability insurance through other domestic oe foreisn
insurance companias. Endorsement No. 43 would reianstate

the liability limit to 3149 million as af June 1, 1980,
Endorsemant Yo, 44 submitted by the insurance goels would oro-
yide an additiona’ 320 miliion for Unit 1 and for Unit 2 as of
Mav 1, 1979 in a situation where 3 new accident a2t Unit 2
were declared by the Comiission ta be an “extraordinary nuclear
occurrance” {ENG). The pools finsist on this INO provisicn for
Unft 2 to provide assurance thas there is5 3 distinct, new acci-
dent %o which the additional 323 million soul? apply and that the
new sum could not be used %o sati
assaciated «ith the March 28 accident.
In wiow 0f the fact that the fasurance andarsamants coantained
the ENO gualification, the sta¥ff requestad in a lattor dated

June 13,1930, that the licenses provide information on




=3

whether alternatives other than insurance had been thoroughly
investigated. The licensee responded to the Commission in a
letter datad July 14, 1980. The staff has evaluated that
letter and considers that the endorsements submitted would be
in compliance with the required financial protection for the
reasons described below.

First, from a practical standpoint, the effect of allowing
the licensee to use the pools' endorsement with the ENO
limitatfon provision w111 2e of significance only if another
nuclear 2ccident occurs at Unit 2 that, combined with the
previous accident, resulted in public 1iability exceeding
5140 million and the new accident were not declared an ENO.
In such a sftuation, the secondary financial protaction layer
(consisting of a retrospective premfum of up to 35 million
per reactor applied to 72 reacters) would com2 into play and
other power reactor licensees would make up the 520 million
differance through the retrospective prem{um assessment by
contributing at an earlier point (i.2., in excess of 35140
million} to their share of the damages *hen ~would be the case
if the accident had occurred at some other site with 5150
million in primary fasurange. If the damages exceeded both
primary and szcandary financial protection layars then
governmant fndamnity would make up for the increment of 520
million, The total protectfon %o the public would be
unchanged., Morepver, it is difficult to visualize a new
accident at THL that combiqed with the March 23, 1979
accident, would exceed 3140 millian in total damages and yot
would not be declared in ENO.

Secand, the 3'aff beliaves that althouagh the Commission could
Tegaily require the licenses %o pr0v1 ie 3 third party juarantee,
such as 2 ?etLEr of cradit, to provide financial protac-

tign in tne event that 1an3 1es ari sing fram a2 non-2NO
accident at Unit 2 exceeded 3140 million, this would be an
unadvisabla course of action. Given the presant state of

the licens2e's Finances iand its nresent needs for cash flow
from 211 possidla sources, such a requirement for an addi-
tional guarantee could adversaly affoct tha jicensea's

ability ta continue its clean-up activities and to provide
service to its custaomers.

Finally, a5 the staff ‘"*‘*1‘1‘ in S5eLY-79-517, Unit 2

s a0t prasentiy operating sor could it ‘possibly be

oparated for the ‘:re;e:ab?a FJt;"e. Thaerafora, the like-

1thopd of 3 major accident would also de reducad consideradly,
[f unit 2 wara bt gperats again, the licensee could at

that time be roquired %o prs a"- tne macinum prinacy finan-
cial arataction that is availabla %o all other power reactor

] 1 cansaag
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It is for these reasons that the staff recormends
granting the licensee an exemption from the requirements
of 10 CFR 140.11{a)(2) which would otherwise require

the licansee to maintain $160 miliion for the TMI

site in all instances.

The legal question of whether an exemption to 10 CFR
Part 140.11 is "authorized by law" (140.8) was
axpiored in a memorandum from the Seneral Counsel to
Ciairman Ahearne dated January 15, 1980. The issue
centers on the language of subsection 170b of the
Atomic Energy Act, which raguires that "the amount

of financial protection roquired shall be the maxirum
amount available at reasonable zost and on recasonable
terms." Historically, this amount has been fixed Lty
the Commission in its regulations as the amount mada
available by the pools at any given time. Prior to
™I, this amount was always uniform for all power
reactor licensees. The proposod axemption would
permit the TMI licensae %o maintain a lesser amount
than other utilities under zertain circumstances.

The General Counsel concluded that, while the issue
was a close one, the better legal view permitted a
varying ievel of coverages, i.s., "maximum amount
availahle" means the maximum level avaiiable 0 a
utility which has, to the Commission's satisfaction,
made a reasonable attempt Lo acquire private insurance
from ail possibla sources including the pools. The
General Counsel also concluded that, on policy
grounds, the Commission zhould attespt 0 anforce
uniform coverage, t£LD concurs in this analysis.
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Law liL- croraysicstechchrorocr it raszsctota nicanseSectivilias

a5 feeion uetermings to b ::'r:;riat: entpesaesaplidn trirat
c;rrv cut provisicns of Part 120 of {¢s rczulaticas and Sectien 173 of

tll\. FH o 2

7% rrasaat, the pricary fiazancic) rratectica taing provided for the
Tirsaititle Islend site is s120 niliica. gn3 ins_r=rca r:als kava pronase’
Lnoondorschiant, viidchitha csaff pngirayinssd end finds-to bz c:cnph'“7e.
that vould orovida 140 cfllicn o preizery insurznce to both Throe llile
Island Unfts 1 and 2 with 2n adciticnal $23 rillion for Unit 1.

Are £y Asroonic
th*t jOJ L:v- exc:uhed L:th tip Cc":is;i;n fal 13 that in tha ov
nasvants made by the frsurzrs unler an insurance policy used as financial
protaction which roduces the acrresite Vimit of tha policy, tha lcensea
rust apply to its {asurars for reinstateszat of the zmsunt of thase
payments. U2 gnderstand that you hava rezuested rainstatenent of the
2poroximately 41.3 rll]101 paid out for claics and claims expenses
arisino out of the flarch 23 Lc'ident. InSJrunc roals rc.resrntl.ives
hive fnformed the Commissfon staff that thay have “decided not to rainstate

thase Tunds for Unit 2 althcugh thay ;111 rnxnstzta the for Unit 1
throuch a seperate surpleninszry insurznca palicy. “The nractical efizst
o not rzinstating the funds p2id out cr sho-torchi2f-sccidant-ds /thict
i€ there vara snother Lcciu:.. at Unit 2, thare 1.221d not La tha ful
ciount of priczry Mability insurcnce 2o pey nublic lizbility claivs
resulting Trem such an aceidont,
Tiirelors, with resnoct to Units 1 and 2 1t w:i11 b2 nocossary for vy 0
donsnstrate vithin sixty d’"s fron raceipt of this latier it yvou ara
in co-piiznce vwith cur reculztions by rroviding evidence to the (AT that
21ec0 1o i n;*:f:l protection - is in place as of ti2yw 1,
197 ! 14 includs a copy of the sgparate suppic-onteary
policy reinstating the $1.3 rillion 1n claizs 2ad clafns expenses for
beth units, and i r*»icin, for nccossary Incrszscs in coverage every
nirty days for iq:rc’s;J emzuats bayond tha 1.3 nfllion if the total
aiount rot refnstatad by the »321s rises boyond that figure. This
eviZance of primary fin*':ial srctecticn enuzl toa total of £15
nillisa cin be throuon insyrérca or sc. 2 othzr for of third rarty
ousranics, or & co-bination tharcaf which aravidzs 211 of the opareble
rrovisicns of tha fociiity form of nuclzar lizbilizy insurance,
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March 28, 1530
TLL 134

0ffice of Kuclear Reactor Repulatlien
Attn: Farold R, Denton, Director

U, S. Moclear Rezulatary Co=alsalos
Washington, D C, 2055%.

Dear Sir:

Three Mils fsland Fuclear Stetlon, Unifs 1 end TI {Thr-1 & THI-2)
Mperezlnz Licezse los, OPR-%) snd TPR-T)
Dockst Mow, $0-283 gad 50-120
Firznclal Protection

Tour letter of January 29, 1520 (recelved on Jenuazy 11}, roguires that
batropsiitea Fdinea Cazpopy, at MMcenter for Thres Yile Islepnd Noclear Ststied
Pafee I gnd T1 demszzzrste, By April 1, 1930, that (¢ is tn cc frnce with
1C rerulztiana eadse Sactfen 170 of the Act pertefalag to fim-nzfzl protestic
to cover public 1fztflfey clalra rezulting {rom & muclesr {nzic=nt.

C7U Sirvice Cecpany, on b:iNalf of Motrepolltea Eligon Corprny, fs, thr=ch 120
{asuranse Sroters, fizrch & Milannen, teRing ateps to chtein the vinices €23
of farurance svpllzSle frem private courcey ead s sreseatle estivily puese
cidltisazl tmrurenze protactfoa fn thase carkets, In order 35 purmc: (LR (3 M ]
of the evaflzbility of cuch e3dlticnel private lagurcnce, our Brale
enoe pifitfnnal tics boyond April 1, 1920, the date s=t forth fa )
b2 nesczeary. ~his vill zllew up bath to aurvey efdleion
Kuzlesr Tasurers end Hutual Atosic Trecgy Lizbilley Dadervs T
f=dlvidus) insurere, 7or thic purposs, we rejuest en esterales of tico to cc=tly
from Aprll 1, 1980 ta June 1, 1920, Thia Tequest a=ptles o batk tha edittioncd
$20 ctllfza prircry Insurince and gelnstateceat of the £1.3) ctlltca 43 clcizs

nd "neresse for additlore! rreounta peld 2nd not relnctaced,
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IR TR Metropolitan Edisan Company
[3 ' J'j ;II] Post Cffice 3ax 230
3 JoF Ak M 3 Middietawn, Pennsytvania 17057

717 5441041

Writer's Dirrct Dvat Numoer

May 20, 1930
TLL 256

0ffice of Nuclear Reacror Regulation
Attn: Harold R. Denton, Direcror

U. S. NuclearRegulatory Commission
Washingzon, D.C. 20335

Dear Sir:

Three M{le Island Nuelear Station, Unfss T and II (TMI-1 and TMI-2)
Operating License Nos. DPR-20 an! DPR-73
Docket Noz. 50-239 and 50-320
Financlal Protection

The followving fnformation {s submitzed in response to your letter of April
8, 1980 concerning financial protectlon.

We have heen Informed by our Insurance broker, Marsh and McLennan, that
the anclear llability insurance pools have advised the NRC that they

nave recelved approval to provide an additiomal 520 million prinary
{insurance for TMI-IT as well as relnszate approximately $2.3 million that
has been expeaded for clafos and claims expenses.

We are onclosing a letzer from Marsh and MzLennan, advisiag that chey

have used all thelr afforts to obrtain nuclear liabiiity iusurance for TMI-TI
and zhat zmcne {s available other than that offered by the nuclear insurance
pools. In view of this, wa trust that the NRC will accepr the additicnal
fasuranca bheilng provided by the pools as avideace thac T¥I-IT is in compliance
with NBC regulatisns ander Seccion 170 of the Act per:aining to evideace

of financial protection.
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Kay 27, 1989 o

Kx. Harry Cacaty i i
zger « Imsura-ca 6 Clalzn =
GPD Servica Coop. -
100 Interpace Parkuay ~= 7777
Parsiprazy, N.J. 07054
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Three Mila Island - Pinznc'al protaction

Cear Mr., Garecty:

Marsh & McLemwan has abtiespilsd to doteraine tha extant
and cost of availcoale inauranoe capacity to fulfill ths
Nuclear ".aqnlat.aq Coralsclon's financial pratection
requirsmeas for Thica Xile Ialaad Nuclsac au:;o.z

Unit 2.

Bvary rajor lnsureér, both a.\r..r'ca.n and ferelyn, vas
contazted as wiall as » rapuzsentativa crozs-section of
lessas carkets. Markats vere 8alectad with careful |
gctaniion to thalr fiamnclal streagth and the likalihood
that they would ba capably of starding behind a long tern
coesnicxent to a fors of ippurasea in vhich vitimata liabi-
lities may take Zony yenys 20 zature. Inpurare wern asked
to congidar praviding coyerage as droad as that usually
afforded by tha Pools as well a3 on a basis of supalo-
manting the mora llaited coversya 2pprocch that the Poola
have propesed.

Our investigationa ro.2aiedd that victually all insurors
wvhich participaie 12 :zha dmaricax Posls were 'an!....;-nr} 5
naks their capacity svailable thzough Iy Sthar mech m‘.sn.
Those insurazs who do not partizipats in tha Asaxican Pcol
do not do so slthar because they are lnoligidbla or becau-..
they hava tade unieswriting oz =managexant decisions ot to
iazura the auclaar hazard.

In thase few Instarsey whooe lusurers exgressed any Interest
at all in providing cape=clity, Lt was on *ho Bania o‘ L3t 25
] I
bitant prextums or narrowas coversge thaa that propgosed
by the Po0la.
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Dock>t Nos. 50-209

50-320

Hr. J. G, Merbein

Vico Presideat

Katropoiltan Edizcn Coapany
P. 0. Box 430

Middletosn, PA 17057

Dear Mr. Herbain:

%2 bave recelyad your letice of May 30, 1280 %o Harold Dantor conceming
compliance with finan-fal protection resuirancmts for Three Mile Island
Unit 2. Although the Meiah end Hclennen lettes states that the oaly
adequata fnsurance avallabla would be that provided by the insurance
pools, thera are stfll a nu=ber of quisticas thet eust be answered zhout
the insuranca endsrssesnt aad about altzraativas other than {nsurance
that may be availadle.

First, since vwe bave rot as yet recsivad a copy of tha eadorsmesnt
pioviding the adifiionsl $20 =i111on, wa czannt deleraln: whether this
endorsement fully complfes with our requistions. We trust that you will
provids us with tha endorsement as foon as 1% becovas avaflable. We
understand, howaver, Trea the pools that this suppicmental HMnli endorss-
eant would apply only where a new acclident at Unft 2 were declered an
*extraordinz ey nuslenr occurrence™ (SHO).  Uhile wa undarstand the
reaszons for the puals' Insistenca on this 1iwitlng conditfen, th2 endersomnt
could ba viesad as providing the phlic with 1233 protaection et Unit 2
than at any otiher reactsr in the country (1.e,, with respect to poriible
furthar accldents thet zre not wtraordinary nuclear occurvcences bul are
in excess of 3140 =iillon).

In our Yettsrs of dxavary 22, 1380 and Apiil 8, 1930, we indiceted that
prizary financts) proteztion could ba providad thrcugh Insurance or sove
other forw of thlrd party guszrantie, In vlew of the {act that tha
supplemantal Insuriace endsrsesent coatalns tha B0 qualification to
coveiags wr would like faTarsation on whellar alternatlves other than
{nsurance have born Ynvestigabtsd and vhat the results of your fmvastigation
were.




Mr. J. 0. Herbeln

Jui 13 1:50

What the staff must deteraipa, based largoly on informatisn thet you
provide, s whziher the Truurezie poiicin: proposid to ba made avaflable
provids tha mazimen protection tu the public that
13 avallsbla P2 privite sourcos or whethar firancial protaction in

by you from tha pouls

some other foem i wors appropriats,

Ye hopa that your reply wili

furnisiy & fully developsd 4 .cuszlon on why, fn the opinlon of Metropolitan
Edfson, the prepasad policize from the pois should be coeptod by the
Coemissior in mzcting the Tinenclal protoctfon requivencnis off its

regulations,

We would he plaascd to discuss sn questlons you may hava so that w2 <an

satisfa=torily resolve this problea at the eariixst pacsible tine.

Slsred ez D Samrmen
big 2N

Jerc2 Saltzan, Chicf
Utitiily Finance Branch
pivizien of Snginzering
Gifice of Hucl=ar Reactor

cc:  Parry Carety, GFY
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o Pos: Ctfice Box 280

- Mig=iegwn, Penneytoanig 17057
717 842.4041

et 3 "'1 Metronoiitan Edison Company
-l

Vanvier 3 Serezt Dial Number

July 14, 1980
TLL 332

Uzility Finance Branch
tn: - J. Saltzman, Chief
iiice of Nuclear Reactor Regulation
L. S. Nuclear Regulatory Commission
washington, D.C. 20555

Dear Sir:

Three Mile Island Muclear Starion, Units 1 and II (TMI-1 and TMI-2)
Operating License Nos. DPR-30 and DPR-73
Docket Nos. 50-289 and 50-320
Financial Protection Requirements

o your letter of June 13, 1980 requesting additional
the compliance with the financial protection provisions
fo

r Three Mile Island Unit T1I:

h rcspect to the insurance available from the pcols, you raguested a copy of
oment proposed by the pools. By letter of June 12, 1980, Mr. John
L Qud” occhi of AN forwarded LhL proposed endorsement to you for your consideration.
This had apparently not arrived vhen you wrote to'us. L am enclosing a copy of
that letter and the proposed endorsement in the event you did not receive your
copYy. :

: speet to your corment as to the pools' having limited this endorsement
as to apply only where a new accident at TMI-I1 were declared to be an
lisary nuelear occurrence' (ENO), we wouild, of course, preler tha
endorsement aot be s limited. For reasons we will describe, however, we do
helieve this endorsenment, cven with the limitation, mears the statutory
praviding the maximum insurance avai‘aﬁl at reasonable cost and

terms from private sources.
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J. Saltzman -2- TLL 332

as providing the public wi:h less pretection at Unir II than at any other
reactor in the counzry...". :

It is relevant to the consideratzion of the endorsement that TMI-II is noz
now operating and will not be operating for the foresscable future. The
Commission could review the availabilicy of additional coverage in the future
when the unit is again ready for operation. ;

It would be possible for the Commission to requirs the licensee to provide
a bank instrument, such as a lezter of credit, or to segregate $20 million
of its existiang credit to provide protection in the event of a non-ENO for

ty excends §140 million. In the case of the GPU Companies, this
would be exceadingly burdensome and, perhaps, impossitle to accomplish, As

[

the Commission knows from m: ial eubmittnd to iz, the GPU Companies have a
limited amount of creldit ava le ia the form of a Ravelving Credit Agreement
under waich there is a limic for the GPU System and sublimits applicable to
each of the three operatiag companies (which are the joint owners/licensces

to TMI-II). That credit is necessary to support the ongoing =rility activities
of the Companies, 50 as to be able to sontinue to provide szfe and adeguat

service to tneir customers, while, <~ :ie same time, continuing to support the
clean-up activities at TMI-II. Whil.. che Companies are in a significantly

better cash position as a result of rate orders received in the spriang cf this
year and have botter prespects with respecc to ctheir cash positian, the Companies
continue to be limited with respect to the-availability of credis and will be
limited in their access to leng tarm capital markets. It is unlikely that the
Companies could both segregnte and reserve $20 millinn of credit and know that
they could continue their necessary utility and ciean-up activicies with an

adequatre nargin of bank cradit available. - If the companies were, for instance,
to attempt to segregate some of their limited credic for this purpose at this
time, it could izmpact their 35.¢1'v to continue o protect the public health

2

4

g 115
and safety through their clean-up accivicies at Tustl.

The licensaes are continuing to explore the Insurance matkets to attempt to
provide a becter protection for :li: purpose. ‘One aveaue wnich is being
vevieved is to provide Insurance for some or all of the secondary Zinancia
proteceion layer of §30 wnillion. The Commission has alreacdy, by lacter da

April 8, 1980, deternined that the anticipated casn flow of Metropolitan B
Company individeaily and General Public Utilicies Corperation consolidated
satisfactory o meat the-requirements of 10 CER 0 1502 0 L (insura

can odvtalined i 1 otrospective assassmaent,
the Cowmp b proined To belsarisiscrory
to ceet ent it -ware egassary to
deal S Ly Be GNI=IEAn ascess of
Sl i nafal aroteericniprovided
by asges grithiz surpafeis e will
cont fnue Lo vou'on its progress:
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sources and rhat no addition

In the light of the above,
by the Commission to meet
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[7590-01)
APPENDIX "B"

NUCLEAR REGULATORY COMMISSION
10 CFR Part 140

FINANCIAL PROTECTION REGUIREMENTS AN
IMDEMNITY AGREEMENTS

AGENCY: U.S. Muclear Requlatory Commission
ACTIOM: PRequest for public corment

SUMMARY: The Commission requests corments on whether the propesed
endorsenents to Metropolitan Edison's Facility Form liability insurance
policy meet the financial orotection reauirements of subsection 1700, of

the Atcomic Eneray Act of 1954, as awended.
DATE: The public corment period expires [30 days from date of publication].

ADDRESSES: Corments should be sent to the O0ffice of the Secretary
U.S. Nuclear 2equlatory Commission, Mashinaton, D.C., 20555, Atten:
Chief, Docketing and Service Branch. Copies of 211 comments received will

be available for examipation in the Ccmmission's “uhlic Docurent Toen, 1717

(%1

Street, M., Hashington, D.C.

FOR FURTHES [RFORMATION CONTACT: Ira Dinitz, Utility Finance ©ranch,
Division of Zngineering, Office of ‘uclear Zeactor Zeculation,

2eaqulatory Cormission, Washingtsn, D0 C. 20555

Taloarnke Fom e A 1AM ARAA
5 3, tergphone ! i2-5%

SUPPLEMENTARY THFORMATION: American tuclear Insurers 1281) ‘and Mutual
Atonic Faerqy Liability Underwriters (MAELY), the twe nuclear liahility
insurance. opols, informad the Cornission early in 1979 that they were
increasing tha ameunt of prirary nuclear liability insurance availahle

to W
Aropnci



=0k

from S140 million to 51580 million. In accordance with the rprovisions of

subsection 17C8b. af the Atemic fneray Act, the fommission incraased the

arount of srimary financial oarctection required for facilities raving

1 megawatts or rore from S1AC million

a rated capacity of 100 elects

to S160 millicon. This chanoe was puhlished in the Federal Denister on

April &, 1970 (44 Fad, Deg. 20632) and hecame offoctive 'ay 1,°1079,

On-ay 11,1979, anl LU informed the Comeission and the licersae

. 1 and !

that because of the March 28, 19279 accident at Three Milo lsland, they
were unwilling at that time to make 3180 million in muclsar 1{ability
able for the TN site desnite the licensee's reatest for
such 1ncreased coverase.  The acols' princiral reason was their dosire to
fimit ciearly to 2140 millian their notential liabitity for ¢

claing oxnenses arising cut of the March 2% accident.

ottor ti‘t. Corimd "-'2'5 an nob i r.:..__, thp A i(:-?";!'n‘: af '."'.‘

requirerent that it mraintain thogarg level of

(v

~7111 n F 3L B - i { bhar *hpn Y3 3 = : T
nil Yon for Unit 2 as for Uni% 1, anc 1 he licenses's-financial
or £ nectude the-reipstacomant 'of funds naid ‘oul fer . ¢claims arising
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where a new accident at Unit 2 were declarcd by the Commission to be an

"extraordinary nuclear occurrence” (£40). The pools insist on this ENO
provision to previde assurance that there is a distinct, new 2ccident to
which the additional 520 million would apnly and that the new sum could
not be used to satisfy public liability claims associated with the March

28 accident,

In view of the fact that the insurance endorsement contained the EM
qualification, the Commission reguested in a letter dated June 12, 1280
that the licensee provide information on whother alternatives cther than
insurance had been thoroughly investigated. The licensee responded to the
Commission in a letter dated July 14, 1980. The Cormission has evaluated
that Jetter and considers that the endorserents submitted would be in com-
pliance with the reaquired financial protection for the reascns described

below.

First, from a practical standpoint, the effect of allowing the licensee

to use the pools's endorsement with the ZHO limitation provision will be of
significance only if apcther nuclear accident cccurs at Unit 2 that,
combined with the nrevious accident, resulted in zublic Yiability exceeding
$140 million and the new accident were not declared an ENO. In such

a situation, the socondary financial protection layer (consisting

of a rotrospective aremium 2f up %o 35 million per reactor applied to 72
reactors} would come into play and other power reactor licensees would nake
up the 320 million difference threuch the retrospactive sreniun assessmont
by contributing at an 2arlier peint {i.2., an excess of 3140 nillion) o

their share of the damages. than would be the case if the accident had
occurred at some other site with 3160 million in zrimavy insurance.

1f the damages pxceed both primary and sacondary financial orotection lavers

then government indesnits would make up for the ipcrement of 320 =million



=

The total protection to the public would be unchanged. Moreover, it is
difficult to visualize a new accident at TM1 that combined with the March
28, 1979 accident would exceed $130 million in total damages and yet would

not he declared an ENO.

Second, the Cormmission believes that although it could require the licensee to
provide a third party guarantee, such as a letter of credit, to provide
financial protection in the event that damages arising from a non-ENO

accident at Ynit 2 exceeded 5140 million, this would be inadvisable. Given
the present state of the licensee's finances and its present nced for cash
flow from all possible sources, such a reacuirenent for an additional auaran-
tee may impact adversely con the licensee's ability to continue its clean-up

activities and to provide sarvice to its customers,

Finally, Unit 2 is not presently ope~ating nor «il) it possivly be cpera-
tioral for the forseeabla future. Therefare, the likelihood of a major
accident would also he reduced considerably., 1F Unit 2 wers %o operate
again, the licensce could at that time be required to provide the maxirum
primary financial protection that is available to all other sower reactor

ticensocs,

Pursuant to 10 CFR 140Q.%, the Cormissicn is proposing 0 srant an exerption
from the requiresents of 10 CFR 140.10{a)(4). For the reasons discussed

atove - the-licansee will provide S160-miljion for Units l:iand 2 in orimary

insurance suhiect to the ENO condition destribed above,  Pursuant Lo

R140.%, she Follawing changes are nroposad in Indémnity

Agrescent o,

hetween the Metreuoiitan Sdison Sompsany and the Cormissian.,

Annandix "H"
ne 3




wfw

1. Article 1I, Paragraph 3 is revised as follows:

B, Hith respect to any comon occurrance arising sut of an accident under
DPR-50, or with respect %o any cormon accurrence arisina cut of an ac-

cident under DPR-72 subsequent to May 1, 1979, which ig

rermined by the
Conmission to be an "extracrdinary nuclear occtrrence” {a) If the sum of
the 1init of liahility of 2ny Muclear fneray Liability Insurance Associa-
icy desicnated in Item & of the Attachrent anc the Viaits of 1iabi
lity of all other nuclear aneroy 1iability insurance policins {facility
form) apulicahle to such comeron occurrence and iggqﬂf Yv tuclear Taergy
Liability Insurance Association exceeds $124,000,000, the arcunt of
financial srotection specificd in ltem 2a and b of the Attackeent shall be
desad ta he roduced hy that proportion of the differesce detween said sum
and 5124000 004 3¢ the Timtt of Jiability af the Nuclsar Energy Liability
Insurance Ansociation policy desianated in lten & of the Attachment bSaars

inits of Yianilite of all nuclear enoryy 1iabi

—

to the sum af the

insurance aoiicies (facility form) goplicablo to such cormor oocurronca

- LL

issued By Nuclear Trercy Liability
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hears to the sum of the limits of lihility of all nuclear enercy liahility
insurance policies {facility form) apolicable to such comman occurrance

and issucd by "utual Atomic Eneray Liablity Undeririters:

{c) 1If any of the other applicahle aaraerents is with 3 person who has
furnished financial protectics in a forn otker than a nuclear erercy liability

irsurance policy {facility form) issued by Yuclear Enerny Liability [nsurance

Assaciation or Mutual Ateric y Liatility Uncoreritars, and if also the

sum of the amount of financial nprotecticn established under this anrsement

and tre arounts of financial protection estahlished undar all other apclicanle

atresments oxcoends apd amount gcual to the sum of S140,000 500 and the awount

available as sscondary financial arotection, the chlization of the licensasa

shall not oxcend a areater orcportion of an areunt enual %o the sun cof

2140, 000,000 and the acctnt available as secordary financial protectinn, than
the amount of financial protecticn astabilished under-this agraerient Lears o

the surm of such arount and the arounts of financial rrotection establisked

uncer all ptrer apclicable aarcenonts,

(4) %5 used in this paraorach 8, Arsicle 11, and ia frticle 111,
“other apolicable avressionty” =gaps aach grther acragrent entared inte
Ry L8 g ssion aursuant to subsoction 1702 of tha At in wnich agrae-ent
the pycloay frcident -is defized as a "Conmon CHEYRRCe. - As usad: in . this
naracra ararniete 13 T hlj i1 T tva Yizanses mpang Enpoabifoa-
tinns f the nder subsection S2a(%) Fooha tee wn - dndarni Sy thy
nited States and the-Coemission from aubiic 1Hahility, sonathar uith ary
rge | ',-.;-1?1°__-_; saticfiad hy the fasurprs nndap the o Yirt e ratict e

. W
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designated in the Attachment, and the reascnable costs of investicating and

ettling claims and defeadina suits for darage,
2. A new Paragraph 9 is inserted ip Article Il to read as follows:

9, -dith respect to any commor occurrence arising out of an accidant

under DPR-73 subsenuent to May 1, 1979, which is not deternined by the
Commission to he an Mextraordinary nuclear cccurvence® {a) If the sum of
the Vimit of tiability of anv tiuclear Tnergy Liabiiity Insurance Associa-
tion policy desigrated in lten 5§ of the Attachuent ard the linits of

1 other nuclear energy 1fability insurance rolicies (facili-
ty form) applicable to such commron occurrencs and issued by Nuclear tneray
Liability Insurance Association axcoeds S10% 500,040 the arcuat of finan-
cial protection szocified - in-Item 23 and b of the Attachzent skall he
deerted to be reduced by that proportion of the differsrca between said sum
angd. ST 600,000 as the limit of Yiability of the Muclear Tnergy Liahility
insurance Association policy desiagnated in lten 5 ¢f the Attacroent hears
to the swum of the Yimjts of Viability of all nuclear znergy liabitity
insurance nolicias {facility form) applicatiic %o suck comron acourrence

issucd by Nucloar Sneray Liability Insurance ~ssociaticon:

(8} S if: thesum of the Yimit of Liabilitv of 2oy Mituati-Stomic Snerny
Liabil ity Unternriters police desigrated In 18808 of the sttachront and the
Timits-af Liabitioy of @l ofher nuclepr snapgy liandllicy Yesdrarce pojicies
{facibisy: forn) aoaticable 0 such corson gccurranca-and issucd by “urual

- ,-._,:.. Liahilisy Undoraritors yooeds 8318 1,-‘1 LowHa arauat of

i e . L300 §ueC = ot in :-‘_. = 3 A% h of *ha '-'.-.".C\ ey ,r]_ “1 e

%07 be roduted by that proacriicn of the 4 rance Setspon ald su
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and 531,50C,000 as the limit of 1iability of the “utua) Atomic Energy

Liability Underwr..ers policy designated in ltem 3 of the Attack-ont hears
to the sum of *re limits of 1ibility of all ruclear erercy liavilisy
insurance nelicies [faci

ity form) apolicable to such comron gccurrance

and issurd by Mutual Atemic Zrergv Liahlity Underwrizers:

fc) If any of the other annlicable asresmenrts is with a nersgn who
has furnished financial orotection in a fore other than a nucledr éncroy
Viability insurance pa

Seeoe i st : : :
icy (facility form) issucd by Muclear fneray

Liabitity Insurance 'utual Atomic Enerny Liability Under-

writars, and if also the sum of the amount of financial nrotection estah-

Tished under this agreerant and tie amcunts of financial rros

Etakh Y3et inila N e, T 4 iy A et g A
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the United States and the Comnission from public liapility, tcgether with

any oueblic liability sasisfied by the insurers y

policies designated ia the Attachemnt, and the reascnable casts

investicating and settling claims and defendirg suits for davage.

3. Article 11, paragragk 2 is renurberad as parasecach 10 and reads as

follows:

19,  The ohlications of the liconsee under this
affected by any failure or default on the nart of

Govermtent of the United States to fulfill any o,

unéer this anrgorent,  Sariruntoy or dnsclvency of

ather titan the licersce, or the estate of anv perss

than the licensee, shall net raligve the licersee of any
tions bersunder,

doArticlnsi il Sinaragranh 3{h) T reviised ae fallong

A, (b)) Hith rospect o oa connen occuriranco T,
RER-G0, or With raspect fo any Commen occurrence arising
unNge P73 subsosnuent o Yag }. 1872 Shich ig dotarmiin
sion o S0 an "esTracrel aar suciaar=scey _-.-,._," tha o
Comriscion dnder tHic sxpaeant =hall ganlo anly aih res
pubsiic Tiahilisy, such “amane o nraterty of nerseps 1o
ha -\,,{'.. weincidont { thpye thoan SUCH nesnert fanreis o
Lo navanraph Loaf Tihis A antt o sk roascenahls
in nararce Tt tnis -“.._._1_1' V& DA the anererate oxe
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pe s of the amcunts of financia)

the following is lower: (1) protection

establisked under this agroement and all otrer applicable agreevents; or (2)

an amount 160,000,000 and tha ampunt aveilable as

secondary financial protecticn.

5. A now

Alc)iig added to Articie FlL. to s Follows:

G.{c) Mith rosvecr to aComeon. cocurrence aristnnigut

=12 subsequont av 1, 1970 wkich is determined by the Comntis-
sfion not to he an "extracrdinary nuclear occurronce " the otligations of

the Corpisnicon undar thig aonplv enly with respect to
autlic Tiaoility, gamaan to progperty of ns Tegally liable for
the nuclear ircideat {othar thaa such orgperty described in the nrovise o
paraarach’ P ol Ehis/ frticin),“and L0 5uch reason CO5 s T ad in
narasrash 2 of tpis Article, ao¢ 10 the anarsaats excaed whichever 0F th
following i Vawmr: (1) The st af the arounts of financial seorection
petahYichod ynider this anrseneat ant Al arthor anel icabls aAnroenes LS o
(2) an aovGins yEr U ‘e s i SEA0 NG D00 At B wiannt . availabile as
secondaryd 4 ciat rotecsion:

The follovinn Swp eor rsoments have “oon 5 i+enqd v arioric uclear

:.. Irers . r f bha tap fnsuraag 1z » P A e s BYSE e
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(Extracrdinary “uclear 2ccurrence)

It is agreed that:

1.

On or about March 23, 1279 a nuclear incident origirated {hereinafter
called the March 22, 1279 incident) in conrectian with the cunership,
ooeration, maintenanca or use of the Univ 2 auclear reactor situated

at the Yocation dasignated in Iten 2 of the declarations,

Payments made by the corpanies under this nold
the March 2%, 1“?0 incident have reduced hy %1
of the companias' liability stated in ltem 2 o
amended,

cy with resnect %o
JTRE,253% the Timit
f uhe declaraticons, as

The ariginal 1i

H ability stated in I2em 4 and the rasgective
amendod !ini:s )}

ahility stated in Endorsements 15, 20 and 31
are herehy res cled 0 the amcunts shewn helow but only with respect
to oblications assured or expenses incurred becauss of hodily injury
ar arcperty damaqe caused by the r1c1ﬁsr enerny Razard Jue to an
extraordinary suclaar occurranca hapeens ruring the :eri:d from
the effective date of this ﬂ'"or.-‘ﬁn: to tha dats of termiratior of
the policy and arisirg cut of the ownershin, operaticn, mainterance
or use of one or rore of the two ruclear reactiors u¢te¢ gt one
lacaticn #esignated in-ltem 3 of the declaraticons: ifed houpver,
that such ""'!.‘\"H”'i"'l"‘l nuclear accurrance is5 . ﬂ‘m Joheio b he
tuclear Reculatory wﬁ1551Jﬂ %0 be an "extragrdinary "1c1‘3r oCcur-
rence” pursiuant-to the and the Atomic
Enerav ACt of 1954, as 1, 1873

£y =9
o LY
JlLE

2 e l..a -

=
<

v e
- P
e
ol o
<

c.,
=

fHipiainal limis

Linfrgtated in fndgrss
Linit stated in-Sndorsor
Linit stated dn Sndorsamant D)

andcreenant,

8 S Bal AT

SHCR oavrent

it ot lraniliny



respect
less or expense

Endorseres

| e L4
L: 15,
T af Sky A
whipy LI Rs
QN 3 s
.
» -
£ aw
. {

50

e
v

to the be

inj:

ry

-1Z2-

r aronerty

T
. Ay
L4 L]
- ‘:
iR e

out of which

g cogrt o
Suhscribing

Sereral Canate

A ey

it L

- PR I
rrat '
7} P D |
. F 1
T ettt o]
v .

such

mnany

-~




hiid : i ! = PRIt S

buildings, ‘and structures comprisine
o~ s s ]
the policy and

Wheroas, such limit of

made hy the companines

as more sarticularly

M- therein;

€A

; an

liahility, as

rany loss ¢

A
i#

A

an

ments Mo. 15, 70 and 31 -ar
Hhereas, on or about March 28, 1279 a3 nuc)
after called the March 22, tent)
operation, mainty & or use af the Unit
‘hareas, the comog ine to supen
such particr of such Vidit as-mav ncow or i
with roseect to bodily injury or aroparty
eneray hazard aftor aivine to the o
Endorserents e, 20 and 31,
Nt HERERORE = ET A5 ARTE AT:
tor lnithe avent the Bast-or-Tature-noay
Toge o aYTOAnSG COvEr e Fha &
stared i ttom Y nPt e Haciaratt
!:‘ anet |. it 3% ragtoy
L0 B E:F S S~ a551 t e b 4
indurs ranariv. a8 i
Ly T 1T IR B Lt o o 8 7 5 e eIy
bazar LR X ' Eoely Cr '

icili

prenerty ana

: Pt T B [
i, i5 reduced by
coverad by th

incir

in connaction

eact

=

".‘
ayrent

providerd by Condi tion 3 of ‘the onlicy:and Eadorse-

and

13

| 3t
e

1

% e
g

2 nuclear raactor; and
lémont undor-cartain ¢
nithe fu 2 he availab
famaae causad by the nuclear
rovisions of Conditian

ont 3 : W ..'l’ L e | .'-‘.T Eal
v exbausy the tisi ook

e s

e L T 0t

. ¥ [ ] 3 e,
S
P o § i % .



s

S16 600 nnns argvided, rewever, that this increase in the limit of

the companies' liability shall not apply o bedily injury or
property damaqge arising out of the cwnership, oneration, maintenance
or use of the lUnit 2 nuclear reactor unless such bodily injury or
property damane rosults from a npuclear incident which is detennined
by the Muclear Zequlatory Commission to be an "extraordinary nuclear

occurrenca” pursuint to the provisions of its regulations apd the Atomic

Eneray Act of 1954, as arended, and in effect on May 1, 1979,

Fach payeent made by the companies after the effective date of this
endorsement shall reduce such 1imit of 1iability and eack of she corsanies’
limits of Jiability, 25 restored by Fndorsenent 43, by the arount

of such pavmeat in the mapner orovided in Condition 2.
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