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ATOMIC ENERGY COMMISSION

PROPOSED FORM OF NUCLEAR ENERGY
LIABILITY INSURANCE POLICY

Report to the General Manager by the
D-tf iof Licenoihg and Reguation

THE PROBLEM

1. To consider the publication of proposed amendments to

Part 140 of the Commission's regulations, '._nancial Protection

Requirements and Indemnity Agreements", providing for approval

of the form of nuclear energy liability insurance policies being

issued by the insurance syndicates.

SUMMARY

2. The mutual (MAELU) and stock (NELIA) insurance syndicates

have filed forms of nuclear energy liability insurance policies

with the various states; and are issuing binders of nuclear

energy liability insurance against those forms. Such binders

have been submitted to the Division of Licensing and Regulation

by approximately 18 licehsees authorized to operate nuclear

reactors. These licensees have been advised that their submissions

have been accepted under Commission regulations currently in

effect.

3. The staff is convinced that at the present time ti-'ere is

little likelihood of obtaining substantial changes in the pro-

visions of the policies dealing with the problems identified in

Enclosure "A". Altb .r from the point of view of the AEC,

the public, and the industry, it would be desirable if the

syndicates were to make some or all of the changes which have

been urged upon them, there appear as to many of these problems

to be substantial reasons from the point of view of the insurance

: ~-1I-



companies as to why they should not agree to such changes. On

balance the staff believes that, subject to the receipt of public

comment and further consideration by the Commission after such

comments have oeen received, that a proposed amendment to Part

140 be issued, substantially in the form contained in Enclosure

"B", stating that the Commission will accept financial protection

in the form of the NELIA or MAELU policies as constituting

adequate financial protection under the requirements of the

Price-Anderson Act.

4. Representatives of the Office of the General Counsel

and the Divisions of Licensing and Regulation and Finance held

extensive meetings with representatives of the insurance syndicates

in October 1957 at which time a draft of the NELIA and MAELU

oolicies was discussed. Subsequently, in December 1957 the two

syndicates revised the form which had been under discussion and

that revision is the one which has been filed with the state

insurance departments and which is incorporated in the binders

which have been filed with AEC by licensees. The particular

provisions which were the subject of those discussions are sum-

marized in Enclosure "A". As is indicated in Enclosure "A",

some of the suggestions made at those meetings have been adopted

by the insurance companies; and others have not been.

STAFF JUDGMENTS

5. The Division of Finance and the Office of the General

Counsel concur in the recommendations of this report.

RECOMIENDATION

6. The General Manager recommends that the Atomic Energy

Commission:
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a. Approve the proposed amendments to Part 140
substan--_i-1y in the form contained in Enclosure "B";

b. Note that the General Manager will arrange for
the in-UET3l publication in the Federal Register in con-
formity with procedure which allows a 30-day period
after publication for filing written comments or
objections by interested persons and opportunity for
public rule-making hearings;

c. Approve the publication of the amendments by the
General Manager in final form if' after the 30day period
and hearing it appears that there is no need for sub-
stantial changes. If substantial changes are indicated,
the amendments will be resubmitted to the CommIssion for
approval;

d. Note that the Joint Committe6 on Atomic Energy
will be informed of this action by letter.

e. Note that appropriate press releases will be
issued upio initial and final publication of the
amendments;

f. Note that this paper in unclassified.

LIST OF ENCLOSURES

Page No.

ENCLOSURE "A" - Discussion ......... ............. 4

ENCLOSURE "B" - Part 140 Financial Protection
Requirements and Indemnity
Agreements .... ............. ...

ANNEX TO
ENCLOSURE "B" - Approved form of Nuclear Energy

Liability Policy ............. ... V1.
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ENCLOSURE "A"

DISCUSSION

Representatives of the Office of the General Counsel and

the Divisions of Licensing and Regulation and Finance held

extensive meetings w.th representatives of the insurance syndi-

cates in October 1957 at which time a draft of the NELIA and

MAELU policies was discussed. Subsequently, in December 1957

the two syndicates revised the form whichhad been under dis-

cussion and filed the revision with the various state insurance

departments. The draft policy which was discussed at the

meetings in October is hereinafter referred to as the "February

1957 draft". The revised draft which was filed with the state

insurance departments is hereinafter referred to as the "final

draft". The following is a brief summary of matters discussed

by the AEC representatives with the syndicate representatives as

to which the staff believes that it would be desirable to obtain

further modifications of the syndicates' policies. Except where

otherwise stated, quotations are from identical letters* to

NELIA and MAELU summarizing the discussions.

(a) As to coverage of transportation.

"'Nuclear energy hazard' is defined in paragraph
II (c) of the draft in such a way that the transportation
of radioactive material to ' the facility' is covered in
cases where such transportation is from 'the United
States of America or any agency thereof' but is not
covered in other cases. There is a corresponding pro-
vision in paragraph (h) (3) of the exclusions (page 6)"**

* Letters from the Director, Division of Licensing and Regulation,
to Richard Butler, Secretary, The Travelers Insurance Co., and
Hubert W. Yount, Vice President, Liberty Mutual Insurance Co.,
dated January 3 and 9, 1958 respectively.

** Under the NELIA and MAELU forms transportation from a covered
facility is covered without ragard to the character of the
consignor or consignee.

Enclosure "A"



"You pointed out a number of reasons for your
not having included coverage of transportation of
radioactive material 'to the facility' from others
than the United States. These reasons included an
expectation that many of the private firms which make
"such shipments will have a nuclear energy liability
policy and a consequent desire to avoid possible
pyramiding of insurance. We urged, on the other hand,
that all shipments of nuclear material to the 'facility'
should be covered in the nuclear energy liability
policy without regard to whether the United States or
a private organization makes the shipment. We referred
to indications in the legislative history of Public Law
85-256 that Congress expected at least some shipments
to or from the facility to be covered (see e.,r., Senate
Report No. 296, 85th Congress, 1st Session, page 17)
and there would not appear to be reason from the
legislative point of view to distinguish between ship-
ments'based upon the'character of tbe sb'.pper. We
suggested also that appropriate prc.is:L,:•,n could be
incorporated in the policy to avoid thG possibility
of pyramiding."

No changes as to the coverage of transportation were made

in the syndicate policies when the final draft was issued.

(b) "You and we discussed the statement on page 4
of the draft that the definition of 'insured' does
not include the United States of America or any of
its agencies.

"You urged, among other things, that -
financial protection required by Section 17O- ., of
the Atomic Energy Act of 1954, as amended, is Jr.-
tended to insure only for the benefit of 'perzJ+s
indemnified' and that the definition of 'person` in
Section 11 or the Atomic Energy Act does not include
the Atomic Energy Commission. You urged also that
the United States may be protected under the indemnity
provisions of Section 53 e. (8) of the Act and, if so,
would thereby be afforded protection under the policy
as a claimant against the insured. You suggested also
that the purpose of Public Law 85-256 is to assure that
funds would be available to satisfy claims; that such
funds might not be available from private, uninsured
sources but would certainly be available if the United
States were the person liable. Hence, you concluded
that inclusion of the United States as an 'insured' is
not necessary to carry out the purposes of the Indemnity
Act.

"We urged that the Insurance companies are being
paid premiums to assume the risk (within the limits of
an applicable policy) of a nuclear incident occurring
at the facility to which the policy applies; and that
this risk would not be significantly affected by
covering the United States as a person indemnified.
We pointed out that the meaning of Section 53 e. (8)
is not entirely clear and that there may be uncertainty

- 5 - Enclosure "A"



as to some of the circumstances under which Section
53-e. (8) might, or might not, apply. We emphasized
that since the definition of 'person' includes all
Federal agencies except AEC, the definition of (insured'
should at the very least be extended to cover all
Government agencies other than the Commission."

The definition of "insured" was not changed in the final

draft. The United -tates and its agencies remain outside the

definition of "insured".

(c) "Particularly in connection with the qu-estion
whether the United States should be include-d .n the
definition of 'insured' we urged elimination of the
subrogation provision on page 12 of the droaft. You
suggested that the subrogation provit,½n "
properly be applied if a nuclear in- '.ut v:..'i: caused
by a saboteur. We suggested that,....... the reason
for its inclusion, the provision be r-rafted to confine

.its applicability only to such cases.

"You suggested that inclusion of the United
States as a named insured would lead to cc-trol of
the defense suits by the Department of Justice in
situations where they would not otherwise participate.
We indicated that we would attempt to ,:.:1: out, with
you and the Department of Justice, an z.g;:,.t satis-
factory to all concerned with respect tci i:>h qzestion;
and that we were confident we could do ,o.,ý

Apparently as a result of our discussions with the insurance

syndicates, the subrogation provision in the final draft has been

amended to exclude any right of subrogation against the United

States. The added provision provides that "the companies hereby

waive any rights ol' subrogation acquired against the United States

of America or any of its agencies by reason of any payment under

this policy".

(d) The AEC representatives urged that the phrase
"United States of America or any agency thereof" as
used in various provisions of the policy needed
clarification. In the final draft reference to

agency" of the United States of America was omitted
in a number of provisions (e.g. Article It (c);
exclusion (h); condition 4, Limitation of Liability
- Common Occurrence) but remains in a number of
other provisions (e.g. Article III, Definition of
Insured).

(e) The February 1957 draft contained an exclusion
providing that the policy does not apply,

-6 - Enclosure "A"
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"except with respect to liability of another
assumed by the insured under contract, to bodily
injury to any employee of the insured arising
out of and in the course of his employment by the
insured."

AEC representatives urged the deletion of this provision. By

an indorsement to the policy, the insurance companies have

deleted this provision except as to persons "employed at and

in connection with the facility." The change appears sub-

stantially to meet the staff's previous objections.

(f) The February 1957 draft contained and exclusion
with respect,

"to property damage to the facility or any
property thereon other than property of an
employee of (1) the named insured, or (2) any
person or organization furnishing services,
material, parts or equipment to the facility,
or (3) any person or organization using the
facility.'

Since "facility" is defined in the policy as "including the

entire location" to which the policy applies, the effect of the

foregoing provision would have been to exclude from coverage all

on-site property except the property of employees of the three

designated classes of persons, The AEC representatives urged

broadening the coverage of the policies to cover all on-site

property covered by the definition of "public liability" in the

Price-Anderson Act, namely, all on-site property which is not

'used in connection with the activity where the nuclear incident

occurs.

In the final draft this exclusion has been amended so as to

exclude from coverage any damage

"to any property at the location . . other
than aircraft, watercraft or vehicles licensed for
highway use, provided such aircraft, watercraft or
vehicles are not used in connection with the operation
of the facility."

(g) An exclusion in the February 1957 draft excludes
from coverage any damage to "source material, special

- 7 - Enclosure "A"I
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nuclear material or byproduct material in the course
of transportation, including handling or storage
incidental thereto." The AEC representatives urged
that the syndicates revise this paragraph so as to
furnish coverage to radioactive material in the course
of transportation which is damaged as the result of a
nuclear incident involving other material.

In the final draft, the exclusion is limited to source,

special nuclear and byproduct material in the course of trans-

portation to or from the particular facility for which the policy

is furnished as financial protection. The change appears

substantially to meet the AEC's suggestions.

(h) The February 1957 draft contained a provision
that, in the event of noncompliance by the named
insured with a request by the insurer to correct a
hazardous condition, the companies may "Iimmediately
suspend the insurance with respect tko the named
insured and any other person or organization responsi-
ble for the continuance of such hazardous condition.
A copy of such notice shall be sent promptly to the
Atomic Energy Commission."

At our discussion we informed the insurance representatives

that the AEC staff considered a period of prior notice to the

Commission to be essential; and that 12 hours would be the

irreducible minimum. In the final draft these provisions have

been amended to provide that the AEC must be given 12 hours

prior notice before the insurance companies may suspend the

policy under this provision.

In the letters to the syndicates we informed them that we

would like to obtain a longer period of prior notice.

In connection with the suspension provision, the AEC staff

questioned the desirability of making the suspension effeotive

as to nuclear incidents resulting from causes unrelated to the

reasons for the suspension. In this connection we suggested

also a need for continued insurance protection covering material

in a facility even when the latter is in non-operating standby

condition; and for insurance covering transportation of wastes

- 8- Enclosure "A"
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and irradiated fuels away from a shutdown facility. The

insurance representatives indicated that they would, in cases

where they suspend a policy, consider reinstatement of the policy

with respect to contingencies that might occur after the facility

had been shut down.

(i) Paragraph IV of the February 1959 draft provided
that:

"This policy applies only to bodily injury or
property damage (1) which results from nuclear
incidents occurring during the policy period and
(2) which is discovered, and for which written
claim is made against the insured, not lntnr than
two years after the end of the policy period."

This provision was the subject of extended dUso'.• .-n in our

meeting with the insurance companies. Wt :,- :cmsiderable

extension of the two-year period. No change wa, made, however,

in the final draft.

(j) We discussed at some length the problems
presented under the Indemnity Act because the pc tcy
includes provisions providing that the "limit of
liability stated in the declarations is the total
aggregate liabilities of the companies for their
obligations under the policy (page 7); that the
policy covers "nuclear energy hazards" arising out
of"all property and operations" at the dC31gnated
location and is not limited to nuclear incidents
arising out of or in connection with the particular
facility for which the Commission requires that
financial protection be furnished; the fact that the
policy does not provide for automatic reinstatement
after payment of a claim or for expenses incurred
in investigating or settling a claim (page 8); and
the common occurrence provision (page 9).

With respect to the "common occurrence" provision, the

syndicates' representatives indicated that this provision has been

incorporated in the policy to protect the insurers against the

possible pyramiding of claims in the event that, in situations

covered by the provision, it is difficult or impossible to

determine how much damage has been caused by each of the facilities

involved. We urged, on theother hand, that where widely separated

facilities caused damage which is not in any way "intermingled"

- 9 - Enclosure "A"



the limitations contained in the common occurrence provision

would not apply, and we did not believe that such limitations

should be applied only because it might be difficult to

identify what damage is caused by which facility.

Copies of the various drafts of the insurance policies are

on file and available in the Division of Licensing and Regulation,

as are copies of the letters to the syndicates commenting on the

principal points discussed at the meetings between AEC and

syndicate representatives.

It should be noted that the draft policies have been

discussed extensively by the insurance syndicates with various

committees of the Atomic Industrial Forum, and others.

(
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ENCLOSURE "B"

'TITLE 10 - ATOMIC ENERGY

Chapter 1 - ATOMIC ENERGY COMMISSION

Part 140 - Financial Protection Requirements and

Indemnity Agreements

On September 11, 1957 the'Atomic Energy Commission issued

this Part, pursuant to the Atomic Energy Act of 1954, as

amended by Public Law 85-256. When Part 140 was issued, the

Commission stated, among other things, that the regulations

therein would be replaced at an'early date by more definitive

regulations; and that Part 140 does not contain many types of

provisions which will be included in later revis'ions.

Part 140, as presently in effect, pi:.vides that financial

protection may be furnished by licensees subject to the Part in

the form of (1) an effective policy of il.ty insurance from

private sources for which the premiums have been paid; or (2)

adequate resources to provide the financial protection required

by the Part; or (3) such other type of financial protection as

the Commission may approve; or (4) any combination of the

foregoing. Since issuance of Part 140, a substantial number of

persons who have applied for or received licenses authorizing

the operation of nuclear reactors have furnished, as proof of

financial protection, nuclear energy liability insurance

binders issued by the Nuclear Energy Liability' Insurance

Association or by the Mutual Atomic Energy Liability Underwriters

organizations (hereinafter respectively referred to as "NELIA"

and "MAELU"). Pending any further changes in the form, the

binders incorporate the form of'policy set forth below. The

Commission has advised persons filing such binders in

appropriate amounts that their proof of financial protection has

- 11 - Enclosure "B"



been accepted by the Atomic Energy Commission under regulations

currently in effect.

The following amendment would grant approval by Commission

rule to the furnishing of financial protection in the form of the

nuclear energy liability insurance policy attached as

Enclosure "A". The form is identical to the forms of policies

ý-sued by the NELIA and MAELU groups. The supplementary

coerage endorsement is a part of the form.

The fact that +,he Commission proposcs to incorporate in

Part 140 a genc.al appaoval of the form of policy offered by the

NELIA and MPELU organizations, should not be construed as

indicating that it is the only form which the Commission will

approve. The Commissionwill accept any other form of nuclear

energy liability insurance policy as proof of financial

protection under Part 140, if it concludes that such forms

provide adequat financial protection under the requirements

of its regulations and applicable legislation.

Notice is hereby given that adoption of the following

amendment to Part 1140, 10 C.F.R., "Financial Protection

Requirements and Indemnity Agreements" is contemplated.

All interested persons who desire to submit written comments

and suggestions for consideration in connectien with the

proposed amendment should send them to the United States Atomic

Energy Commission, Washington 25, D. C., Attention: Director,

Divisiun of Licensing and Regulation, within 30 days after

publication of this notice in the Federal Register.

The following new Section 140.25 is added:

"§ 140.25. Nuclear energy liability Insurance.
(a) Licensees wB--•oose to furnish financial
protection pursuant to paragraph 1, Section 140.12,
may do so in the form of the nuclear energy
liability insurance policy (including the
supplementary ccverage endorsements) set forth in
Enclosure "A' of this Part.

- 12 - Enclosure "B"
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"(b) The Commission will accept any other form

of nuclear energy liability insurance as proof of
financial protection, if it determines that the
provisions of such insurance provide adequate
financial protection under the requirements of the
Commission's regulations and the Atomic Energy
Act of 1954, as amended."

.s..

4.'

I
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ANNEX TO ENCLOSURE "B"

APPROVED FORM OF
NUCLEAR ENERGY LIABILITY POLICY

The undersigned members of &e Nuclear Energy Liability Policy

hereinafter called the "companies," each for itself, severally

and not jointly, anM in the respective proportions hereinafter

set forth, agree with the insured, named In the declarations made

a part hereof, in consideration of the premium and in reliance

upon the statements in the declarations and subject to the limit

.of liability, exclusions, conditions and other terms of this policy:

INSURING AGREEMENTS

I BODILY INJURY AND PROPERTY DAMAGE LIABILITY To pay on behalf of
the insured:

A. all sums which the insured shall become legally obligated to

pay as damages because of:

(1) bodily injury, sickness or disease, including death result-

ing therefrom, hereinafter called "bodily injury,"

sustained by any person;

(2), physical injury to or destruction or radioactive contamnina-

tion of property, and loss of use of property so injured,

destroyed or contaminated, and loss of use of property while

evacuated or withdrawn from use because possibly so

contaminated or because of imminent danger of such contami-

nation, hereinafter called "property damage";

caused by the nuclear energy hazard, and the companies shall

defend any suit against the insured alleging such bodily injury

or property damage and seeking damages which are payable under

the terms of this policy; but the companies may make such

investigation, negotiation and settlement of any claim or suit

as they deem expedient;

Annex to
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B. costs taxed against the insured in any such suit and interest

of any judgment therein;

C. premiums on appeal bonds and on bonds to release attachments

in any such suit, but without obligation to apply for or furnish

such bonds;

D. reasonable expenses, other than loss of earnings, incurred by

the insured at the companies' request.

II DEFINITIONS Wherever used in this policy:

A. the term "the facility" means the facility described in the

declarations and includes the location designated in Item 3 of

the declarations and all propertY and operations at such

location;

B. the terms "source material," "special nuclear material," and

"byproduct material" shall have the meanings given them in the

Atomic Energy Act of 19 54, or in any law amendatory thereof;

* C. the term "nuclear energy hazard" means the radioactive, toxic,

explosive or other hazardous properties of source material,

special nuclear material or byproduct material, but only with

respect to (1) the possession, handling, use or disposal of

auch materials at the location designated in Item 3 of the

declarations, or (2) the transportation, including handling or

temporary storage incidental thereto, of such materials shipped

(a) from such location, provided such transportation of such

materials shall be deemed to end when such materials are

removed from a transporting conveyance for any purpose other

than continuation of such transportation or temporary storage

incidental thereto, or (b) to such location from a nuclear

facility owned by the United States of America, provided such

transportation of such materials from such nuclear facility is

not by predetermination to be interrupted by the removal of

such materials from.a transporting conveyance for any purpose

Annex to
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other than the continuation of such transportation to such

location or temporary storage incidental thereto;

D. the term "nuclear incident" means an occurrence which results

in bodily injury or property damage caused by the nuclear

energy hazard;

.E. the term "nuclear facility" means:

(1) any apparatus designed or used to sustain nuclear fission

in a self-supporting chain reactfn or to contain a critical

mass of fissionable material;

(2) any equipment or device (a) designed or used for the

separation of the isotopes of uranium or plutonium, (b)

designed or used for the processing, fabricating or alloying

of special nuclear material or of irradiated materials con-

taining special nuclear material, (c) incorporating or

making use of such irradiated materials, or (d) designed

or used for processing waste byproduct material;

(3) any structure, basin, excavation, premises or place prepared

or used for the storage or disposal of waste source material

or waste consisting of or containing special nuclear material

or byproduct material;

and includes the site on which any of the foregoing is located,

together with all operations conducted thereon and all premises

used for such operations.

Subdivision (b) of paragraph (2) foregoing is not applicable

to the occasional mechanical processing or fabricating of special

nuclear mate'rial by any person or organization at a location

which contains no equipment, device or apparatus otherwise

defined herein as a nuclear facility, where special nuclear I
material or byproduct material is not regularly handled, stored,

or disposed of as waste, and which is principally used for other

operations not related to the handling, fabricating or use of

special nuclear material.

Annex to
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" other than the continuation of such transportation to such

location or temporary storage incidental thereto;

D. the tern "nuclear incident" means an occurrence which results

in bodily injury or property damage caused by the nuclear

energy hazard;

.E. the term "nuclear fpcility" means:

(i) any apparatus designed or used to sustain nuclear fission

in a self-supporting chain reaction or to contain a critical

mass of fissionable material;

(2) any equipment or device (a) designed or used for the

separation of the isotopes of uranium or plutonium, (b)

designed or used for the processing, fabricating or alloying

of special nuclear material or of irradiated materials con-

taining special nuclear material, (c) incorporating or

making use of such irradiated materials, or (d) designed

or used for processing waste byproduct material;

(3) any structure, basin, excavation, premises or place prepared

or used for the storage or disposal of waste source material

or waste consisting of or containing special nuclear material

or byproduct material;

and includes the site on which any of the foregoing is located,

together with all operations conducted thereon and all premises

used for such operations.

Subdivision (b) of paragraph (2) foregoing is not applicable

to the occasional mechanical processing or fabricating of special

nuclear material by any person or organization at a location

which contains no equipment, device or apparatus otherwise

defined herein as a nuclear facility, where special nuclear

material or byproduct material is not, regularly handled, stored,

or disposed of as waste, and which is principally used for other

operations not related to the handling, fabricating or use of

special nuclear material.

Annex to
- 16 - Enclosure "B"
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III DEFINITION OF INSURED The unqualified word "insured" includes (a)

the named insured and (b) any other person or organization with

respect to hie 'egal responsibility for a nuclear incident.

Subdivision (b) above does not include 30 an injured the

United States of America or any of its agencies.

Subdivision to Condition 3 and the other provisions of this

policy, the insurance applies separately to each insured against

whom claim is made or suit, is brought.

IV APPLICATION OF POLICY This policy applies only to bodily injury

or property damage (1) which results from nuclear incidents

occurring during the policy period and (2) which .'s discovered,

and for which written claim is made against the insured, not later

than two years after the end of the policy period.

E X C L U S I 0 N S

This policy does not apply:

(a) to any obligation for which the insured or any carrier as his

-,insurer may be held liable under any workmen's compensation,

unemployment compensation or disability benefits law, or under

any similar law;

(b) except with respect to liability of another assumed by the

insured under contract, or bodily injury to any employee of the

insured arising out of and in the course of his employment by

the insured;

(c) to liability assumed by the irpFired under contract, other than an

assumption in a contract with another of the liability of any

person or organization which would be imposed by law on such

person or organization in the absence of an express assumption

of liability;

(d) to bodily injury or property damage due to the ranufacturing,

handling or use at the location designated in Item 3 of the

declarations, in time of peace or war, of any nuclear weapon

Annex to
- 17 Enclosure "B"



or other instrument of war utilizing special nuclear material
* or byproduct material;

(e) to bodily injury or property damage due to war, whether or

not declared, civil war, insurrection, rebellion or revolution,

or to any act or condition incident to any of the foregoing;

(M) to property damage to any property at the location designated

in Item 3 of the declarations, other' than aircraft, watercraft

or vehicles licensed for highway use, provided such aircraft,

watercraft or vehicles are not used in connection with the

operation of the facility;

(g) to property damage to source material, special nuclear material

or byproduct material in the course of trans,),)..-!tUon to or from

the location designated in Item 3 of the declarations, including

handling or storage incidental thereto;

(h) to any nuclear incident

(1) arising out of the possession, transporta't jn, handling, use

or disposal, outside the territorial limilz of the United

States of America, its territories or possessions, Puerto

Rico or the Canal Zone, of source material, special nucleav'

material or byproduct material;

(2) occurring at any nuclear facility other than the facility

described in the declarations;

(3) arising out of the possession, transportation, handling, use

or disposal by any person or organization, away from the

facility, of source material, special nuclear material or

byproduct material, unless such nuclear incident occurs

away from any other nuclear facility and in the course of

transportation, including handling or storage incidental

thereto, of source material, special nuclear material,

byproduct material contained in or combined with special

nuclear material, or waste consisting of or containing

Annex to
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byproduct material, shipped (i) from the facility or (ii) to

the facility from a nuclear facility owned by the United

States of America.

CONDITIONS

1 PREMIUM The named insured shall pay the companies the advance

premium stated in the declarations, for the period from the

effective date of the policy through December 31 following.

Thereafter, at the beginning of each calendar year while this

policy is in force, the named insured shall pay the advance

premium for such year to the companies. The advance premium for

each calendar year shall be stated in a written notice given by

.he companies to the named insured as soon as practicable prior

to or after the beginning of such year.

Such advance premiums are estimated premiums only. As soon

as practicable after each December 31 and after the termination of

the policy, the earned premium for the preceding premium period

shall be computed in accordance with the companies' rules, rates,

rating plans, premiums and minimum premiums applicable to this

insurance. If the earned premium thus toomputed for any premium

period exceeds the advance premium previously paid for such period,

the insured shall pay the excess to the companies; if less, the

companies shall return to the insured the unearned portion paid

by the insured.

The named insured shall maintain rccords of the information

neces3ary for premium computation and shall send copies of such

recorJ3 to the companies at the end of eacJ- calendar year, at

the cnd oe' the policy period and at such otther times during

the policy period ao the companies may direoct.

i
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2 INSPECTION: SUSPENSION The companies shall be permitted to

i Inspect the facility and to examine the insured's books and

records at any time, as far as they relate to the subject

matter of this insurance. If a representative of the companies

discovers a condition with respect to the nuclear energy hazard

which he believes to be unduly dangerous, a representative of the

companies may request that such condition be corrected without

delay. In the event of non-compliance with such request, a

representative of the companies may, after twelve hours prior

notice to the United States Atomic Energy Commission, by written

notice to the named insured, immediately suspend the insurance

with respect to the named insured and any other person or

organization responsible for the continuance of such dangerous

condition. A copy of such notice shall be sent promptly to the

United States Atomic Energy Commission. The insurance so sus-

pended may be reinstated by the companies by an endorsement issued

to form a part of this policy.

3 LIMIT OF LIABILITY: TERMINATION OF POLICY UPON EXHAUSTION OF LIMIT

Regardless of the number of persons and organizations who are

insured under this policy, and regardless of the number of

claims made and suits brought against any or all insureds because

of one or more nuclear incidents during the policy period, the

limit of liability stated in the declarations is the total aggre-

gate liability of the companies for their obligations under this

policy and the expenses incurred by the companies in connection

with such obligations, including

(a) payments in settlement of claims and in satisfaction of judg-

ments against the insureds for damages because of bodily injury or

property damage, and payments made under parts B, C and D of

Insuring Agreement I;

(b) payments for expenses incurred in the investigation,

negotiation, settlement and defnnse of any claim or suit,

Including, butnot limited to,'the cost of such serlices

by salaried cmployees of the companies, fees and expenses of

-20 - Annex to
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independent adjuster, attorneys' fees and disbursements,

expenses for expert testimony, inspection and appraisal of

properily, examination, X-ray or autopsy or medical expenses

of any kind;

(c) payments for expenses incurred by the companies in investiga-

ting a nuclear incident or in minimizing its effects.

Each such payment made by the companies shall reduce by the amount

of such payment the limit of the companies' liability under this

policy.

If, during the policy period or subsequent thereto, the total

of payments made by the companies shall exhaust the limit of the

companies' liability under this policy, all liability and obliga

tions of the companies under this policy shall thcreupon terminate

and shall be conclusively presumed to have been discharged. This

policy, if not theretofore canceled, shall thereupon automatically

terminate.

Regardless of the number of years this policy shall continue in

force and the nurmber of premiums which shall be payable or paid,

the total aggregate liability of the companies shall be the limit

of liability stated in the declarations and shall not be cumulative

from year to year.

4. LIMITATION OF LIABILITY -- COMMON OCCURRENCE Any occurrence or

series of occurrences resulting in bodily injury or property damage

arising out of the radioactive, toxic, explosive or other hazardous

properties of source material, special nuclear material or byproduc

material

(a) in the course of transportation from the facility or to the

facility from a nuclear facility owned by the United States of

America and also arising out of such properties of other such

material in the course of transportation from one or more other

nuclear facilities or to one or more such facilities from one or

more nuclear facilities owned by the United States of Arkerica, or

Annex to Enclosure "B"
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(b) discharged or dispersed from the facility over a period of

days, weeks, months or longer and also arising out of such

properties of other such material so discharged or dispersed

from one or more other nuclear facilities,

shall be deemed to be one nuclear incident.

With respect to such bodily injury and property damage (1) the

total aggregrate liability of the companies under all contracts of

nuclear energy liability insurance, including this policy, issued

to nuclear facilities and applicable to such incident, shall not

exceed the highest applicable limit of liability of any such

contract; (2) the total liability of the companies under this policy

shall not exceed that proportion of the total aggregate liability

of the companies, as stated in clause (1) above, which (a) the

applicable limit of liability of this policy bcr'.:ýý to (b) the t;i•i of
the 2pplicnble limitr; of liability oL^ all :;uc.ch contract., isZued by

the companies.

5 NOTICE OF OCCURRENCE, CLAIM OR SUIT In the event of boe' ý injury

or property damage to which this policy applies or of an occurrence

which may give rise to claims therefor, written notice containing

particulars sufficient to identify the insured and also reasonably

obtainable information with respect to the time, place and

circumstances thereof, and the names and addresses of the injured

and of available witnesses, shall be given by or for the insured

to the or the companies as soon as

practicable. If claim is made or suit is brought against the

injured, he shall immediately forward to the

or the companies every demand, notice, summons or other process

received by him or his representative.

6 ASSISTANCE AND COOPERATION OF THE INSURED The insured shall

cooperate with the companies and, upon the companies' request, attend

hearings and trials and assistin making settlements, securing
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and giving evidence, obtaining the attendance of witnesses and

in the conduct of any legal proceedings in connection with the

subject matter of this insurance. The insured shall not, except

at his own cost, make any payment, assume any obligation or

incur any expense.

7 ACTION AGAINST COMPANIES No action shalllie against the companies

or any of them unless, as a condition precedent thereto, the

insured shall have fully complied with all the terms of this

policy, nor'until the amount of the insured's obligation to

pay shall have been finally determined either by judgment against

the insured after actual trial or by written agreement of the

insured, the claimant and the companies.

Any person or organization or the legal representative there-

of who has secured such judgment or written agreement shall

thereafter be entitled to recover under this policy to the

extent of the insurance afforded by this policy. No person or

organization shall have any right under this policy to Join the

companies or any of them as parties to any action against the

insured to determine the insured's liability, nor shall the

companies or any of them be impleaded by the insured or his legal

representative. Bankruptcy or insolvency of the insured or of

the insured's estate shall not relieve the companies of any of

their obligations hereunder.

8 SUBROGATION In the event of any payment under this policy, the

companies shall be subrogated to all the insured's rights of

recovery therefor against any person or organization, and the

insured shall execute and deliver instruments and papers and do

whatever else is necessary to secure such rights. Prior to

knowledge of a nuclear incident the insured may waive in writing

any right of recovery against any person or organization, but

after such knowledge the insured shall not waive or otherwise

prejudice any such right of recovery.

-23 - Annex to
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The companies hereby waive any rights of subrogation acquired

against the United States of America or any of its agencies

by reason of any payment under this policy.

The companies do not relinquish, by the foregoing provisions,

any right to restitution from the insured out of any recoveries

made by the insured on account of a loss covered by this

policy of any amounts to which the companies would be entitled

had such provisions, or any of them, not been included in this

policy.

9,OTHER INSURANC' If the insurance afforded by this policy is

concurrent with insurance afforded by a like policy issued to

the named insured by _ , hereinafter

called "concurrent insurance," the companies shall not be liable

under this policy for a greater proportion of any loss or

expense than the limit of liability stated in the declarations

of this policy bears to the sum of such limit and the limit of

liability stated in the declarations of such concurrent policy.

If the insured has other valid and collectible insurance

(other than such concurrent insurance or any other nuclear

energy liability insurance issued by the companies or

to any person or organization) applicable to

loss and expense covered by this policy, the insurance afforded

by this policy shall be excess insurance over such other in-

jurance.

10 CHANGES Notice to any agent or knowledge possessed by any

agent or by any other person shall not effect a waiver or a

change in any part of this policy or stop the companies

from asserting any right under the terms of this policy; nor

shall the terms of this policy be waived or changed, except

by endorsement issued to form a part of this policy executed

by the Nuclear Energy Liability Insurance Association on

behalf of the companies.

- 24 - Annex toEnclosure "B"



11 ASSIGNMENT Assignment of interest by the named insured shall

not bind the companies until their consent is endorsed hereon;

if, however, the named insured shall die or be declared

bankrupt or insolvent, this policy shall cover such insured's

legal representative, receiver or trustee as an insured under

this policy, but only with respect to his liability as such,

and then only provided written notice of his appointment as

legal representative, receiver or trustee is given to the

companies within ten days after such appointment.

12 CANCEIATION This policy may be canceled by the named insured

by mailing to the companies and the United States Atomic Energy

Commission written notice stating when, not less than thirty

days thereafter, such cancelation shall be effective. This

policy may be canceled by the companies by mailing to the

named insured at the address shown in this policy and to the

United States Atomic Energy Commission written notice stating

when, not less than ninety days thereafter, such cancelation

shall be effective; provided in the event of non-payment of

premium or if the operator of the facility, as designated in

the declarations, is replaced by another person or organization,

hhis policy may be canceled by the companies by mailing to the

named insured at the address shown in this policy and to the

United States Atomic Energy Commission written notice stating

when, not less than thirty days thereafter, such cancelation

shall be effective. The mailing of notice as aforesaid shall

be sufficient proof of notice. The effective date and hour of

cancelation stated in the notice shall become the end of the

policy period. Delivery of such written notice either by the

named insured or by the companies shall be equivalent to

mailing.
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Upon termination or cancelation of this policy, other than

as of the end of December 31 of any year, the earned premium

for the period of this policy has been in force since the

preceding December 31 shall be computed in accordance with

the following provisions:

(a) if this policy is terminated, pursuant to Condition 3, by

reason of the exhaustion of the limit of the companies'

liability, all premium theretofore paid or payable shall be

fully earned;

(b) if the named insured cancels, the earned premium for such

period shall be computed in accordance with the customary

annual short rate table and procedure, provided if the

named insured cancels after knowledge of a nuclear incident,

all premiums theretofore paid or payable shall be fully

earned;

(c) if the companies cancel, the earned premium for such period

shall be computed pro rata.

Premium adjustment,.if any, may be made either at the time

cancelation is effected or as soon as practicable after

cancelation becomes effective, but payment or tender of

unearned premium is not a condition of cancelation.

13 COMPANY REPRESENTATION

(a) Any notice, sworn statement or proof of loss which may be

required by the provisions of this policy may be given to

any one of the companies, and such notice, statement or

proof of loss so given shall be valid and binding as to

all companies.

(b) In any action or suit against the companies, service of

process may be made on any one of them, and such service

shall be deemed valid and binding service on all companies.
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(c) The is the agent of the

companies with respect to all matters pertaining to this

insurance. All notices or other communications required

by this policy to be given to the companies may be given

to such agent, at its office at

, with the same force and effect as if given

directly to the companies. Any requests, demands or

agreements made by such agent, shall be deemed to have been

made directly by the companies.

14 AUTHORIZATION OF NAMED INSURED The named insured is authorized

to act on behalf of all Insureds with respect to the giving

and receiving of notice of cancelation of this policy, the

payment of premiums and receiving of return premiums.

15 DECLARATIONS By acceptance of this policy the named insured

agrees that the statements in the declarations are the agree-

ments and representations of the named insured, that this

policy is issued in reliance upon the truth of such

representations and that this policy embodies all agreements

between the named insured and the companies or any of their

agents relating tothis insurance.

IN WITNESS WHEREOF, each of the subscribing companies has caused

this policy to be executed and attested on its behalf by the

of the _

and duly countersigned on the declarations page by an

authorized representative, but this policy shall be binding upon

each company only to the extent of the below-designated proportion

of any obligation assumed or expense incurred under this policy.

For the subscribing companies

By

Annex to
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I Nuclear Energy Liability Policy No.

DECLARATIONS

Item 1. Named Insured

Address
(No. 515reer, Town or Mity

Item 2.'Policy Period: Beginning at 12:01 A.M. on the day
of , 19 , and continuing through the effecTive
date of the can*llation or termination of thi s policy,
standard time at the address of the named insured as
stated herein.

Item 3. Description of the Facility:

Location

Type

The Operator of the facilityis

Item 4. The limit of the companies' liability is $
subject to all the terms of this policy hav-ing reference
thereto.

Item 5. Advance Premium $

Item 6. These declarations and the schedules forming a part hereof
give a complete description of the facility, insofar as
it relates to the nuclear energy hazard, except as noted

Countersigned _, 19 , at

by
Authorized Representative

- 28 - Annex to
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SUPPLEMENTARY COVERAGE ENDORSEMENT
(Nuclear Facilities)

It ±a agreed that such insurance as. is afforded by the policy

applies, subject to the following provisions:

DIVISION A

1. The following paragraph is added at the end of Insuring

Agreement I:

DAMAGE TO PROPERTY OF AN INSURED AWAY FROM THE FACILITY

With respect to property damage caused by the nuclear energy

hazard to property of an insured which is away from the

facility, to pay to such insured those sums which such

insured would have been legally obligated to pay as

damages therefor, had such property belonged to another.

2. This insurance does not apply to property damage due to neglect

of the insured to use all reasonable means to save and preserve

the property after knowledge of a nuclear incident.

3. With respect to the insurance afforded by this Division A:

(a) In the event of property damage resulting from a nuclear

incident, the insured shall furnish a complete inventory

of the property damage claimed hereunder, showing in

detail the amount thereof. Within ninety-one days after

such incident, unless such time is extended in writing

by the companies, the insured shall render to the

companies a proof of loss, signed and sworn to by the

insured, stating the knowledge and belief of the insured J

as to the following': identification of the nuclear

incident; the interest of the insured in the property

destroyed or damaged, and the amount of each item of

property damage; all encumbrances on such property; and
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all other contracts of insurance, whether valid or not,

covering any of such property. The insured shall include

in the proof of loss a copy of all descriptions and

schedules of all policies. Upon the companies' request,

the insured shall furnish verified plans and specifications

of any such property. The insured, as often as may be

reasonably required, shall exhibit to any person designated

by the companies any of such property, and submit to

examinations under oath by any pl-son named by the

companies and subscribe the same; and, as often as may be

reasonably required, shall produce for examination all

books of account, records, bills, invoices and other

vouchers or certified copies thereof if originals be lost,

at such reasonable'time and place as may be designated by

the companies or their representatives, and shall permit

extracts and copies thereof to be made.

ý(b) In case the insured and the companies shall fail to agree

as to the amount of property damage, then, on the written

demand of either, each shall select a competent and

disinterested appraiser and notify the other of the

*• appraiser selected within twenty days of such demand. The

"* appraisers shall first select a competent and disinterested

umpire and, failing for fifteen days to agree upon such

umpire, then, on request of the insured or the companies,

such umpire shall be selected by a judge of a court of

record in the state in which the property is located. The

appraisers shall then appraise each item of property

damage and, failing to agree, shall submit their differences

only to. the umpire.. An award in writing, so itemized, of

any two when filed with the companies shall determine the

amount of property damage. Each appraiser shall be paid
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by the party selecting him and the expenses of the

appraisal and umpire shall be paid by the parties equally.

The companies shall not be held to have waived any of

their rights by any act relating to appraisal.

(c) No suit or action on the policy for the recovery of any

claim shall be sustainable in any court of law or equity

unless all the requirements of the policy shall have been

complied with and unless commenced within two years after

the nuclear incident which results in the property damage.

DIVISION B

The following paragraphs are added to Insuring Agreement I, to

follow the paragraph added by Division A above:

SUBROGATION - OFFSITE EMPLOYEES With respect to bodily injury

sustained by any employee of an insured and resulting from a

nuclear incident, to pay to the workmen's compensation carrier

of such insured all sums which such carrier would have been

entitled to recover and retain as damages from another person

or organization, had such person or organization alcne been

legally responsible for such nuclear incident, by reason of

the rights acquired by subrogation by reason of the payment of

the benefits required of such carrier under the applicable

workmen's compensation or occupational disease law. An

employer who is a duly qualified self-insurer under such

'law shall be deemed to be a workmen's compensation carrier

within the meaning of this paragraph. This-Division B does not

apply to bodily injury sustained by any personwho is employed

at and in connection with the facility.

The insurance afforded by the policy by virtue of this

Division B shall not constitute workmen'.s compensation insurance

as required under the laws of any state.
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DIVISION C

EMPLOYERS' LIABILITY -OFFSITE EMPLOYEES

1. Except with respect to any person who is employed at and in

connection with the facility, exclusion (b) of the policy is

deleted.

2. If the insured has other insurance (other than concurrent

insurance as described in Condition 9) against a loss covered

by this policy by virtue of paragraph 1 of this Division C,

the insurance so afforded by this policy shall be primary

insurance under such other insurance.

3. This Division C does not apply unless the insured has complied

with the requirements of the applicable workmen's compensation

or occupational disease law respecting the securing of

compensation benefits thereunder to his employees.

It is further agreed that the following clause is added to

subparagraph (a), of the first. paragraph of Condition 3 of the

policy:

'1and payments made in settlement of claims under Divisions

A, B and C of the Supplementary Coverage Endorsement

(Nuclear Facilities) forming a part of this policy";
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