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7.4 THE PRINCIPLES, TERMS AND RESPONSIBILITIES CONTAINED ©
THE ROMANIAN LEGISLATION RELATED TO COVERAGE OF RISK

NUCLEAR ACTIVITIES DEVELOPED BY
SOCIETATEA NATIONALA NTJCLEARELCTKICA SA

Mariana VATAMANU
Societatea Nationala Nuclearelectrica SA

Bucuresti, Romania

Societatea Nationala "NUCLEARELECTRICA" (SNN) SA, a Romanian state
owned stock company, established in July 1998, following the restructuring of
RENEL, the former centralized Romanian Utility is the Owner of the Cernavoda
Nuclear Power Plant and has three main branches:

- "CNE Prod", operating Unit 1 Cemavoda NPP;
- "CNE Invest", including Units# 2 to 55 actually in charge with the

completion of Unit 2;
- "FCN - Pitesti", the nuclear fuel factory

Cernavoda NPP project is based on technology transfer process from Canada, Italy
and United States for CANDU 6 reactor type. The transfer of technology covers
mainly nuclear island, secondary cycle and turbo - generator
• Romania has a well developed nuclear infrastructure

• Heavy water plant (ROMAG)
• Fuel fabrication facility (FCN)
• Technically qualified CANDU experienced staff
• Nuclear R&D program

This places Romania in an excellent position to optimize their resources and nuclear
infrastructure with the construction and the operation of Cernavoda 2 and 3.
• Romania is part of Non Proliferation Treaty, Third Part Liability Convention,

Nuclear Safety Convention, etc.. The Romanian nuclear regulations are in line
with the European Community legislation

• In accordance with general international practices of Nuclear Operators and
with the International and National specific Legislation regulating the nuclear
activities in Romania, Nuclear All Risk - Material Damage and Nuclear
Liability insurance policies are placed by SOCIETATEA NATIONALA
NUCLEARELECTRICA to the international nuclear "pools" from February
1995.

• Regarding the environmental protection, each unit of Cernavoda NPP can
accommodate spent fuel for ten years of full operation. Furthermore, Romania is
developing radioactive waste management programs and adopting concepts
recognized worldwide (interim dry storage, near surface repository for low and
medium level waste). The final repository of the nuclear spent fuel is subject to
future decision.
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• Based on the experience of decommissioning of older CANDU nuclear plants,
decommissioning process of Cernavoda Project have been evaluated.

• Cernavoda site complies with the requirements of international standards
concerning nuclear plants

• The nuclear safety standards applicable to Cemavoda NPP Units 1&2 site
construction and operation comply with all safety principles included in IAEA
guideline and regulations.

A variety of public and private insurance tools may be used to transfer risk resulting
from extreme weather events associated with climate change. The most prominent of
these regimes have developed in connection with risks from nuclear damage, oil spills,
transportation of dangerous and hazardous goods, and the pollution of watercourses
through industrial accidents.
The paper will introduce how insurance tools are used within these existing regimes to
transfer and share risk and losses and present the tiered compensation systems currently
used in these regimes to redistribute risk. This is done to allow consideration of how
similar concepts might be used to address transboundary damage resulting from climate
change.
Finally, the nuclear third party liability regime in Romania shall be described and the
way Societatea Nationala "Nuclearelectrica" S. A. - the key player and promoter of
Romanian nuclear industry development -

Main text:

Briefing history of the Romanian Nuclear Program

The Romanian nuclear power program starts with W E R 440 implementation study and
analysis in early '70s. The program took shape in '80s with site selection of the first
Romanian Nuclear Power Plant at Cernavoda, in Dobrogea region on the right side
of the Danube River, about 160 km east of Bucharest. Cemavoda NPP was designed
with five units of 700 MWe each.

In December 1978 the license contract with AECL was concluded, as well as other
contracts for engineering and technical assistance services, equipment and materials
procurement, for the nuclear part of the Unit 1. The services, engineering and
procurement contracts were extended for Unit 2, in 1981. In February 1981 was signed
the contract for the conventional part of the Unit 1 and 2 (turbogenerator set, electric
generator and auxiliaries) with General Electric (USA) and ANSALDO (Italy).

The construction of the Unit 1 started in 1979, under Romanian management, and in
1991 the completion was about 45%.

After 1990, this program was reconsidered and based on IAEA recommendations,
RENEL signed in 1991 a Project Management Contract (PMC) with AECL -
ANSALDO Consortium (AAC), stipulating that he consortium will take over the project
management activities, including the completion and commissioning of Unit 1. The
Consortium provided also the initial operation of the plant, and on-the-job training of
the Romanian personnel. A group of Romanian specialists worked in the Project
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Management Team (PMT), under the direction of the Canadian and Italian managers, in
order to acquire the necessary management skills.

The Project Management Contract (PMC) between RENEL and AAC was the first
significant co-operation action of western organizations and a utility of Central and
Eastern Europe for the completion of a Nuclear Project. Cemavoda NPP is the sole
nuclear facility in Eastern Europe effectively relying on Western technology and on
internationally recognized safety criteria.

It is a general rale of international law that States have the responsibility to ensure that
activities within their jurisdiction or control do not cause damage to the environment of
other States or to areas beyond the limits of their national jurisdiction. This rule is
reaffirmed in Principle 21 of the Stockholm Declaration, and Principle 2 of the Rio
Declaration. It is also repeated in the preamble to the UNFCCC.
It is a further principle of international law that every international wrongful act entails
international responsibility. In the context of transboundary environmental damage, this
principle has two parts: first, a State has a responsibility to take measures to prevent the
occurrence of transboundary environmental harm; and second, a State has a
responsibility to redress damage if transboundary harm occurs.

International liability and compensation regimes typically impose civil liability on third
party private and public actors responsible for the damage caused by environmental
disasters. In so doing, these civil liability regimes, which are negotiated among States,
and address State-regulated industries, further Rio principles. They deter mined
transboundary environmental harm from domestic industries, by creating cross border
financial repercussions for economic activities that may have significant cross-border
impacts.
They also serve a reparative function, by identifying or creating funding sources to
compensate for transboundary damage caused by domestic industries. In this way, civil
liability and compensation regimes implement the polluter-pays principle by shifting the
costs of transboundary environmental harm that might otherwise be bome by society at
large, through government disaster relief and collective loss, sharing mechanisms at the
first instance, directly to the person or entity most responsible for the activity causing
damage. If operator liability proves insufficient to ensure redress, these regimes fall
back upon agreed state and global collective loss sharing arrangements to address
uncompensated damage.

These civil liability regimes are instructive for addressing the role of insurance in
combating climate change-related risks, because each has considered how to allocate the
risk of transboundary damage among individuals, the private sector and governments,
and each has employed insurance and collective loss sharing strategies to minimize the
financial impact of man-made disasters, and assist in prompt response.

. Liability and compensation schemes as insurance

Liability and compensation regimes commonly channel liability for damage resulting
from a dangerous activity to the entity undertaking that activity. Liability is strict -
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meaning that liability is tied to the conduct of the dangerous activity giving rise to
damage, rather than to the actual fault of the operator. Liability is also generally limited
to a fixed amount, based on the risk posed by an operator's specific activities. In
exchange for the benefit of limited liability, operators are required to secure and
maintain insurance, or other forms of financial guarantees, corresponding to their
liability.

The existence of agreed financial limitations on what could otherwise be unlimited
liability, as well as limitations on the time within which claims may be brought, and
upon the types of damage for which recovery may be had, all serve to render the
economic risk from undertaking dangerous activities estimable, and therefore insurable.
Mandatory insurance requirements then make certain that these risks are in fact insured
by the operator. Above these limits, the structure of supplemental layers of
compensation are agreed to address excess loss.

Insurance Related Actions

International liability and compensation regimes are themselves a form of pre-disaster risk
hedging instrument, purchased by participating State governments (and their taxpayers) through
international negotiations. The State's cost is the expense of negotiating a civil liability text with
other State Parties, and the expense of constructing a domestic legal and institutional framework
to implement the agreed international framework. In developing countries, this cost is often
subsidized through financial assistance for negotiation and implementation.
With a third party liability regime in place, governments that might otherwise have been
compelled to tap their own disaster funds (or resort to donor funds) to address response costs
and damage for the transboundary impacts of a major oil spill, a major nuclear disaster, or the
toxic contamination of a major water supply, can shift post-disaster response costs directly to a
strictly liable private or public entity (or its insurer), eliminating the transactions costs involved
in proving fault and collecting damages.
n some situations, governments may also be able to shift a portion of their response costs to
other governments, through collective loss sharing arrangements. Where regimes create
mechanisms for the handling of individual claims for compensation, resource-constrained states
are relieved of a portion of this burden as well.
Participation in these regimes reduces uncertainty (risk) for States, who might otherwise be cast
in the role of unwilling insurers of their own and their citizens' losses. This can occur when
adequate compensation cannot be obtained from responsible parties, either because operator
liabilities have caused bankruptcy, causation cannot be determined, the responsible party cannot
be located, or domestic laws are inadequate to guarantee recovery. These regimes also reduce
uncertainty (risk) for potential victims, by ensuring the availability of a certain minimum level
of compensation, and elaborating procedures for the presentation of a defined category of claims.
Finally, these regimes reduce risk for investors in business operations engaged in high-risk
activities, by defining limits of liability. This in turn helps to ensure that exposure to liability
does not deter economic activities that are viewed as in the public interest, despite their
associated risks.
Potential victims and States do nonetheless retain certain risks: the cost of pursuing
compensation or reimbursement claims under the scheme (in effect, payment of a deductible);
and the risk that damage will exceed limits of liability and not be recoverable (in effect, exceed
policy coverage). However, liability and compensation regimes may further reduce these risks
through the provision of supplemental cover.
Role of insurance and collective loss approaches within compensation and liability regimes

International civil liability and compensation regimes typically require the private or public
operator of a dangerous or hazardous activity to maintain sufficient insurance or financial
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security to cover claims up to an established liability limit. This compulsory insurance
requirement ensures that a reliable amount of funding will be readily available to compensate
victims in the event of a disaster.
Over the years, tiered compensation systems have evolved to provide supplemental coverage for
those situations in which claims exceed the limits of the operator's limited liability and therefore
the operator's compulsory insurance coverage. These tiered systems have many similarities with
commercial reinsurance. They have been created where: (1) the potential damage from a
particular risk is so great that it cannot be insured by the private market alone; (2) the limits of
liability established in international treaties have proven to be too low (potential economic
losses from accidents involving hazardous mitts operator liability cannot be easily amended;
(3) a public policy decision has been made to share uncompensated losses collectively, at the
state or global level; or (4) a public policy decision has been made to direct "overflow" losses to
a class of actors other than operators, who are nonetheless causally linked to the creation of the
regulated risk.
Not surprisingly, the most elaborate tearing systems have developed around the activities that
pose the greatest threat of massive transboundary damage and consequently the spectre of the
greatest potential liability and costs of redress. In these situations, tiering has served to spread
the risks of damage beyond individual operators, to operator industries as a whole, to public
funds and/or to international solidarity funds, much in the way that reinsurance is used to
backstop insurance and in the way that governments or the World Bank backstop national
insurance systems. This evolution is most readily seen in the oil spill regime, which presently
uses a two-tiered system of compensation, and the nuclear damage regime, which uses a three-
tiered compensation system.

The nuclear conventions create a three-tiered system of compensation. The 1960 Paris
Convention, as amended by the 1963 Brussels Supplementary Convention, and the 1963 Vienna
Convention, which are linked by a 1988 Joint Protocol, together address risks from the peaceful
use of nuclear energy.
These regimes combine operator liability and insurance obligations in a first tier, backstopped
with installation state public funds in a second tier, further backstopped by a global collective
loss sharing mechanism in a third tier. This tiering recognizes that given the almost incalculable
extent of possible damage from nuclear incidents, it is not possible to internalize the costs of
potential damage as a risk management strategy.

At the first level, these conventions hold operators of "nuclear installations" (primarily facilities
used to generate nuclear energy) strictly liable for damage resulting from nuclear incidents.
State Parties are required to establish by national legislation a minimum operator liability of
US$5 million SDRs for damage resulting from any one nuclear incident under the Vienna
Convention, though States may allow for higher limits. The Paris Convention establishes a
maximum limit of 15 million SDRs, though States may agree to greater or lesser amounts,
though no less than US$5 million. The operator's ininimum liability is to be guaranteed by
insurance or another form of financial security (operator insurance). At the second level, if the
operator's financial security is insufficient to cover the limit of liability established by the State,
under the Vienna Convention the State must make up the difference, up to the operator's limit
of liability. Above the established operator's limit of liability, supplementary public funds are
required to be made available up to a total of 175 million SDRs by the State Party in whose
territory the nuclear installation that caused damage is located (installation State public funds).
At the third level, if damage exceeds the 175 million SDRs provided through the second level, a
further sum of 125 million SDRs (bringing the total available from all sources up to 300 million
SDRsj is to be provided from public funds contributed jointly by all Convention Parties, on the
basis of a predetermined formula, based on each Party's installed nuclear capacity and UN rate
of assessment (international collective loss sharing). Under the 1963 Brussels Supplementary
Convention, contributions are based 50% on the ratio between the GNP of each Party and the
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total of the GNPs of all Parties for the year preceding the nuclear incident, and 50% on the basis
of the ratio between the thermal power of the reactors situated in the territory of each Party and
the total thermal power of the reactors sited in all Parties (again emphasizing the polluter-pays
principle).
As with the oil spill regime, the liability imposed under the nuclear conventions has effectively
resulted in layers of insurance pools. Because the capacity for individual insurers to cover
nuclear risk is limited, national insurance pools have been organized to allow a number of
insurance companies to each contribute to cover a small part of the third party liability of an
operator. (Vanden Borre, 2002). As a result, Dutch operators are restricted to buying third party
liability insurance with the Dutch pool, Belgian operators restricted to the Belgian pool. Vanden
Borre explains that pool members (i.e. insurance companies) declare each year how much
coverage they are willing or able to provide, so that the capacity of the pool is equal to the
contributions of its members. This allows insurers to insure a greater nuclear risk, because the
amount of exposure is known. Reinsurance of nuclear risk occurs also directly among national
pools, without the intervention of third parties, which minimizes the cost of reinsurance, as only
a portion of costs are charged, rather than reinsurance commissions (7.5% on average, versus
30%, according to Vanden Borre). Above the operator insurance limit, excess claims are
covered by installation state public funds, and then by another insurance pool, assembled with
joint State funds.
It should be noted that a 1997 Protocol to Amend the Vienna Convention, which has been
adopted but not yet ratified, sets a new possible limit of the operator's liability at not less than
300 million SDRs (approx. US$400 million). The 1997 Convention on Supplementary
Compensation, which has yet to enter into force, offers the possibility of a global nuclear
regime, because it could be ratified by countries that are not presently parries to existing nuclear
treaties, including the United States. The Convention presents a new formula for contingent
retrospective joint state contributions that builds upon the 1963 Brussels Supplementary
Convention formula. Parties to the 1960 Paris Convention and 1963 Brussels Supplementary
Convention have also negotiated new limits on liability. It is expected that when they
come into force they will be the following: Operator, up to €700 million; Installation State
(public funds), up to €500 million; and Joint State contributions up to 300 million, for a total of
€1500 million (OECD NEA 2003). New shares have also been negotiated for the basis of joint
State contributions: 65% upon installed nuclear generating capacity and 35% upon an "economy
factor" based on GDP. The negotiated Protocol with new limits is expected to be ratified after
parties have enacted relevant legislation (OECD NEA 2003).

Insurance and collective loss sharing tools offered by existing Conventions
As seen above, existing civil liability and compensation schemes use both pre-disaster and post-
disaster insurance-related tools to redistribute risk from disasters and ensure a means for
adequate compensation:
• strict operator liability (regardless of fault), with compulsory private insurance or financial
security
• strict State liability with self-insurance (1972 Space Convention)
Convention on Third Party Liability in the Field of Nuclear Energy, adopted 29 July 1960,
entered into force on April 1, 1968 (1960 Paris Convention), amended by the Brussels
Supplementary Convention on Third Party Liability in the Field of Nuclear Energy, adopted 31
January 1963, entered into force on 4 December 1979 (1963 Brussels Supplementary
Convention), and amended by the Protocols of 1964 and 1982.

Vienna Convention on Civil Liability for Nuclear Damage, adopted 21 May 1963, entered into
force on November 12, 1977 (1963 Vienna Convention).
1988 Joint Protocol Relating to the Application of the Vienna Convention and the Paris
Convention (Vienna); adopted 21 September 1988, entered into force April 27, 1992 (1988 Joint
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Protocol) 1997 Protocol to Amend the Vienna Convention on Civil Liability for Nuclear
Damage, adopted 12 September 1997, not yet in force.
1997 Convention on Supplementary Compensation for Nuclear Damage, adopted 12
September
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