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FURTHER REFLECTIONS ON THE INTERNATIONAL NUCLEAR LAW
ASSOCIATION GATHERING IN ABU DHABI

The reports from the International Nuclear Law Association (INLA) gathering in Abu Dhabi, from my
colleague at Prospect Group William Wilson, have made for interesting reading. At the INLA conference
there was a whole session on nuclear liability and insurance which covered interesting and pertinent
topics, but some of the other papers also caught my eye.

Nuclear Damage Compensation

Professor Dagauchi of Japan’s Waseda University highlighted the current state of compensation
following the Fukushima nuclear accident.

He reported that to date, the amount of compensation paid to accident victims had reached
approximately $80 billion. The entity established to handle claims was the Nuclear Damage
Compensation Facilitation Corporation and its funds have largely been provided by the Japanese
Government, with repayment due over time with future recoveries from the Japanese nuclear
operators.

Although there is certainly more compensation to be paid out, Professor Dagauchi notes that 85%
of cases so far have been settled largely without dispute, and this is attributable to, in part at least,
TEPCO'’s ‘positive attitude towards proposals for settlement’. However, part of this positive attitude
includes leaving the way open to claims against TEPCO from the existing claimants for any further
damage occurring in future. TEPCO had little choice but to accept this future potential liability in
order to ensure claims were settled.

Radiation Measurements

In another INLA paper by Roger Coates (President of the International Radiation Protection
Association), entitled “A Practitioner’s View of Radiation and the Law”, the complexity of the current
radiation measurements are noted as being confusing and maybe contradictory, with dose limits
for man-made radiation often much lower than actual doses received by the public from natural
sources.

Mr Coates points out that this has resulted in operators and authorities spending vast resources on
achieving compliance so that small numbers of people receive tiny doses, whilst hundreds of
thousands of people can go on vacation in high radon areas and receive higher doses. This confusion
matters because, as the paper points out, although the risk from low doses is assumed to be very
small, there remains scientific uncertainty as to the level of risk from radiation at low doses.

Nuclear Accident Insurance

From the perspective of an insurer, both these papers demonstrate some of the uncertainties that
exist for the providers of financial security to the nuclear industry. This uncertainty is one of the
reasons why a financial gulf exists between the $80 billion plus cost of a nuclear accident at
Fukushima and the c. $1.2 billion statutory financial security available in Japan.

Not having a clear understanding of how much compensation will be paid, and when it will be paid,
holds back insurers, who cannot easily estimate the loss scenarios required for their capital models.
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If political or public pressure leads to a wider scope of compensation being paid after the event (as
in Japan), this can make a material difference to the insurers’ commitment.

Similarly, if inconsistent dose limits mean much greater expenditure is required to remedy nuclear
damage, nuclear exposure compares unfavourably to other classes of insurance with more certain
claim patterns.

Clarifying these (and other) issues in advance of a future accident will help to attract more insurance
support to the nuclear sector. With greater certainty, over time the level of private insurance
available for severe nuclear accidents could begin to catch-up with the tens of billions of dollars
readily available for other more regularly occurring catastrophes.
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