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Dear Mr. Chairman: 

Subject: Proposed nuclear insurance and Three Mile Island 
cleanup assistance legislation (EMD-82-Bl). 

Your letter of August 5, 1981, requested our comments on 
S.1226, 97th Congress, a bill to provide for supplemental 
insurance to cover damages to nuclear powerplants, including 
certain remedial action at the Three Mile Island facility. 
Our comments rely principally on the results of our assessment 
of the current levels of property damage insurance coverage for 
nuclear powerplants and the need to provide funding to complete 
the cleanup of the damaged reactor at Three Mile Island. This 
assessment was included in our report "Greater Commitment Needed 
to Solve Continuing Problems at Three Mile Island" (EMD-81-106, 
August 26, 1981). 

NEED FOR ADDITIONAL PROPERTY 
DAMAGE INSURANCE 

The supplemental property damage insurance provided under 
Section 6 of the proposed Act is a much needed measure that has 
been made evident by the limited insurance proceeds available 
to oover cleanup costs'at Three Mile Island. The $300 million 
available to the General Public Utilities Corp. for that purpose 
is less than one-third of the estimated total cost. The under- 
insured status of utilities with nuclear reactors has been 
recognized and available insurance coverage has been increased 
to $450 million. The electric utility industry and private 
insurance pools are currently in the process of arranging 
insurance coverage up to $1 billion. Once this program is in 
place, insurance company officials expect to consider ways to 
increase the amount even farther if determined to be necessary. 

Insurance coverage under the proposed Act differs from 
the private sector offering in two major respects. Section 6 
of the proposed Act would provide at least $2 billion of 
coverage, twice the amount presently planned for by the 
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~ private sector. In addition, participation in the’program 
~ offered by the National Nuclear Property Insurance Corporation 
~ --established under Section 3 of the proposed Act--would be a 
~ requirement of the nuclear reactor operating license whereas 
~ participation in the private sector program would be voluntary. 

Even though it is generally agreed by all concerned that 
the present $450 million coverage is inadequate, there is a 
question as to what amount is adequate. In our August 26, 1981, 
report, we recommended that the Nuclear Regulatory Commission 
(NRC) address that question and report its findings on the insur- 
ance coverage issue to the Congress in early 1982. Consequently, 
we have some reservations about committing electric utilities to 
a larger insurance program than might be necessary. Furthermore, 
Section 7 of the proposed Act establishes a $750 million reserve 
with the remaining coverage being an obligation of the utility 
companies. This obligation will be met from additional assessments 
as needed and specified by the Corporation. If NRC determines 
that the private sector’s $1 billion coverage is inadequate, 
we believe Congress should authorize the NRC to permit the 
primary insurance companies to levy and collect assessments 
from each insured utility on a pro-rata basis in the event 
damages exceed $1 billion. This would accomplish the objective 
of the proposed Act and negate the need for a quasi-governmental 
insurance corporation. 

The mandatory insurance coverage provided under Section 6 
includes amounts to rehabilitate the nuclear facility following 
the cleanup effort. This appears to account for the large amount 
of supplemental coverage. We question the propriety of including 
the rehabilitation costs in a mandatory insurance program because 
(1) the Federal Government’s responsibility in the nuclear power 
area.has been limited to protecting public health and safety and 

I (2) utilities are already required to insure their assets under 
the terms of mortgage instruments. We believe it would be 

~ 
I appropriate to make a distinction between decontamination/ 

cleanup insurance and rehabilitation insurance. 

CLEANUP FUNDING FOR TERPE 
MILE ISLAND UN?T 2 

The concept of sharing the cost of cleaning up the damaged 
reactor at Three Mile Island is incorporated in our August 26, 
1981, report and in the Pennsylvania Governor’s funding proposal 
of July 9, 1981; it has also been endorsed by representatives 
of the investor-owned electric utility companies. Section 8 
of the proposed Act would implement this concept by providing 
the General Public Utilities Corp. 75 percent of the uninsured 
cleanup costs remaining when S.1226 is enact.ed. ,Y;ection 3 
makes this contribution fron! insurance premiums contingent 
on the development of a plan established jointly by the 

2 



B-204678 

Pennsylvania and New Jersey Commissions; we endorse this 
pre-condition as a necessary part of any external contribu- 
tion of funds. 

We do question, however, the relatively large percentage 
of cleanup funding that would be contributed by other utilities 
--and presumably by their ratepayers--on a grant basis. Not 
only is the commitment open-ended in amount, but it relieves 
General Public Utilities Corp. customers from most of the 
responsibility of supporting a System that has provided them 
with large amounts of low-cost nuclear energy in the past and 
will do so in the future. While we firmly believe in sharing 
the cleanup costs, we also believe the provision in Section 8 
is inequitable to customers of non-General Public Utilities 
Corp. companies. 

The use of S.1226 to provide for cleanup costs limits 
the utility industry’s contribution to companies with nuclear 
reactor generating units, because they would be the only 
companies buying insurance coverage from the *Corporation. 
The investor-owned utilities have recently agreed to a $190 
mill ion, 6 year contribution towards the cleanup costs, but 
they envision this contribution,being spread among all utili- 
ties rather than just those with nuclear reactors. heyuir ing 
industry participation through S.1226 could complicate, if not 
negate, the present industry agreement for sharing the cost. 

1 CONCLUSI0N.S 

The proposed Act incorporates solutions to two basic 
problems arising from the Three hile Island accident. Fihile 
we agree with the principles encompassed in the solutions, 
we think methodologies other than those Fro&osed could be 
developed. As stated earlier, we believe the insurance issue 
can be best handled by the private sector, or at least operated 
through its institutional framework, and therefore decoupled 
from the proposed Act. This would require, however, that a 
separate mechanism be developed by which the cleanup contri- 
bution agreed to by the investor-owned utilities could be 
collected and transmitted to the General Public Utilities 
Corp. We have not explored the viability of possible alter- 
native solutions but believe that this should be done before 
final action is taken on the proposed Act. 

Although we believe that congressional approval of S.1226 
at this time would be premature and reliance on the private 
sector for providing both additional insurance coverage and 
cleanup funding is preferable to Federal Government involvement, 
we recognize the possibility of congressional action being 
required to resolve the dilemma at Three Nile Island. We would 
suggest, therefore, that in lieu of a Government corporation 
being established to manage the insurance and cleanup effort, 
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th e  resources  o f a n  ex is t ing Fede ra l  a g e n c y  b e  u s e d  to  pe r fo rm 
th e s e  fu n c tio n s . T h e  re lat ively shor t - term n a tu re  o f th e  p ro -  
p o s e d  corpora t ion  w o u l d  a p p e a r  to  favo r  th is  a p p r o a c h . 

If th e  u s e  o f a n  ex is t ing a g e n c y  is n o t a c c e p ta b l e  a n d  
a  corpora t ion  w e r e  es tab l ished,  th e n  w e  w o u l d  s u g g e s t th a t th e  
Jeg is la t ion  p lace  th e  corpora t ion  u n d e r  th e  pu rv iew  o f th e  
G o v e r n m e n t C o r p o r a tio n  C o n trol A c t. Th is  w o u l d  assu re  p rope r  
overs igh t  o f th e  corpora t ion’s activi t ies. 

P A P E R W O R K  B U R D E N  IM P O S E D  B Y  s .1226  

A s  a g r e e d  wi th you r  O ffice, ou r  a s s e s s m e n t o f th e  G a p e r w o r k  
a n d  regu la to ry  b u r d e n  i m p o s e d  by  S .1 2 2 6  h a s  b e e n  lim ite d  to  
i d e n ti fying th o s e  sect ions o f th e  p r o p o s e d  A c t th a t w o u l d  a p p e a r  
to  requ i re  s o m e  d a ta  submiss ions  by  th e  a ffec ted  u tility com-  
pan ies  a n d /o r  agenc ies .  W ith  o n e  e x c e p tio n , th e y  d o  n o t a p p e a r  
to  b e  very  extens ive.  A n t ic ipated p p 2 r W O r k  b u r d e n s  g e n e r a te d  
by  th e  p r o p o s e d  A c t a re  as  fo l lows:  

--S e c tio n  5  w o u l d  inc rease  th e  pape rwo rk  fo r  T reasury  
staff a l t hough  it a p p e a r s  th a t m o s t o f th e  a d d e d  
fu n c tio n s  w o u l d  s imp ly  b e  a n  ex tens ion  o f rou t ine  
Treasury  activi t ies. 

--S e c tio n  6  w o u l d  a p p e a r  to  a d d  a  m in ima l  a m o u n t 
o f pape rwo rk  to  th e  i nsu red  u tility c o m p a n i e s , 
p robab l y  n o  m o r e  th a n  w o u l d  b e  requ i red  by  a  
pr ivate  sector  i nsu rance  c o m p a n y . 

, 

-= -Sec t ion  7  d a ta  r e q u i r e m e n ts a p p e a r  to  b e  th e  
k ind  th a t w o u l d  b e  read i ly  ava i lab le  f rom 
ex is t ing agenc ies  such  as  th e  Nuc lea r  R e g u l a tory  
C o m m i s s i o n . T h e  a d d i tio n a l  work  requ i red  to  
p rov ide  th e  d a ta  to  th e  C o r p o r a tio n  a p p e a r s  to  
b e  m in imal .  . 

--S e c tio n  8  a p p e a r s  to  h a v e  th e  p o te n tia l  fo r  th e  m o s t 
T h e  d e v e l o p m e n t e X t e n S i V e  pape rwo rk  r e q u i r e m e n t. 

o f th e  c o n tin g e n c y  p l a n  requ i red  by  (a) (2)  a n d  th e  
p lans  requ i red  by  (b) (2) (A)  a n d  (b) (2) (B)(v)  cou ld  
i m p o s e  a  cons ide rab le  pape rwo rk  b u r d e n  o n  b o th  
Fede ra l  a n d  S ta te  agenc ies .  

S incere ly  yours,  

b e : M r. P e a c h  
bf r  l M C c U l l o u g h  

M r. B o l a n d  
M r. E loken  
M r. G a r d n e r  

G a r d n e r /a p /lO -7 -81  
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