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Mr. Graaxa iatts

Senior Vice President

The Globe Iandemmity Company
The Royal Indemnity Cempany
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New York City, MNew York 1C038
Dear Hr., Watts:

I an writing with refercnce to the Indewmaity Agreemant uith the
Atoale uncrg Comaissica (aIC) (Cantract ilo, AT(49-1)-615)
supporting the Globe Indexmaity Company and Royal Iadomnity )
Company insuranca policies esvering tiwe operations conducted by
the Regents of tha University of Californila cnd the University
of Cﬁica ;0 wadar coatvacts with the AEC. Uader the Indenaity
Agreement, a collatersl fund fn the zmount of $6 millicea is
hald by Glche and Royal as security £oh AiC's obligation to
indemnify Globe or Royal to the extent encess losses and exceds
allccated claia expenses are incurred under the insurance poli-
cles.

This Agrecnent has been in effect for eight22an years and during
that tize Glcbe-Royal has had no nead to resori to this fund,
In fact, since the orizinal collateral funds vere set up duriag
the Manhattan Engincer Di teict daya, there has never been an
occasion for an insurer to resort to thuse fuads.

In 1957 the Atcaic Enexrgy Act was amendad to provide financial
protectica in th2 casc of a nuclear incident. Since that tiua,
EC has eacered into indemalty azrecments with the Ualversity
of Califorala and the University of Chlcago covering the opara-
tions involved in the Iandemnity Agreesamant; 3500 millicn of
financial protection in the casze of a nuclear incident is
provided,
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Furthermore, cur twenty-five years' expericnce with dorkmen's

Cexpensation and Ceazral Liability (including autcaobile} for ali
our contraciors has bsen excellent and has paralleled the experi-
ence of thz coatracts your ccapanies have covered. '

: In view of the above, wa belicve this collateral fuad is no longer
T ' necessary and would like to arranze to have it returned to ALC
prior to June 20, 1959, 4We recogaize that sxmcess losscs can
cccur under tiese policiles, especially from causes other than a
nuclear fncidant. If the retura of this coliasteral fund caa be
arrangad, we would be willing to amend the Indeunity Agrecment
to providzs a substitute, mutually zcceptable, means for proxmnt
payzant by AEZC of any such excess losses, .

SRRRTEE : The Uaiversity of California and the University of Chicago are
L : - being notified of this requost and Hr, Leslie Spalding, Chicf of
R our Insurance Section, will discuss this matter with you fucther,
We would very wuch appreclate recciving your reply at your ecrliest

NV ‘ coavaiicnca,

Sincerely,

ER Bigned) R, £ Hotinson
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