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Abstract

This paper gives basic information about the history and present situation of nuclear
insurance pools in the republics of Croatia and Slovenia, on the legal basis of their
establishment and their organisation.

Furthermore, it gives a brief description on the kinds of insurances provided by the Croatian
and the Slovenian pools in the past and present, as well as about their participation in the
world-wide reinsurance exchange in this field as a partner to nuclear insurance pools abroad.

1. Introduction

Even though it may seem more appropriate to prepare two separate national reports (one for
each country) discussing the subject matter, there were some very obvious reasons that led to
the decision to produce this joint paper. The most important reason is to avoid repetition of
facts and data referring to the Croatian and the Slovenian Nuclear Insurance and Reinsurance
Pool and in respect to the insurance of nuclear risks for the Nuclear Power Plant Krsko
(located near the Slovenian town of Krsko).

2. Historical Background

The project to build the Krsko Plant, the first and only nuclear power plant to be built in the
SFRY, was initiated back in the 1970s when Croatia and Slovenia were still two of the
republics of the former Socialist Federal Republic of Yugoslavia ("SFRY"). Pursuant to the
Constitutional Act, the responsible Federal bodies were authorised to sign and ratify relevant
international conventions and treaties, and to adopt the necessary federal acts, in particular
nuclear legislation. The federal bodies acted merely as "an umbrella" since the entire project
was planned, controlled and financed by the Croatian and Slovenian Electricity Utilities (50%
each), supported by their governments and parliaments.
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The importance of this project speeded up the former state administration to fulfil some
preconditions for the acquisition of nuclear technology to be used for peaceful purposes.
Beside the non-proliferation treaty, the system of nuclear liability had to be implemented and
financial security had to be provided to the public in case of a nuclear incident resulting in
nuclear damage. The Parliament ratified the Vienna Convention on Civil Liability for Nuclear
Damage (of May 1963) on 27th July, 1977 while the Act on Liability for Nuclear Damage
was adopted in 1978 (with a minor revision exercise in 1979).

After the split-up in 1991, Croatia and Slovenia became, according to the principle of
succession, parties to the Vienna Convention. Both republics adopted the above mentioned
Act on Liability, implementing it temporarily in their legal systems as from the end of 1991.
At the same time, the new Nuclear Liability Acts were drafted. Based on this Act, the
Slovenian Parliament adopted the Act on Insurance of Liability for Nuclear Damage (in 1980)
and revised it in 1990. This Act established the amounts of financial guarantee or insurance
cover required to be provided by any operator of a nuclear installation for nuclear third-party
liability.

Croatia had no need to adopt a similar act because there were no nuclear installations located
on its territory. A more detailed presentation of the Slovenian and Croatian nuclear legislation
can be found in the corresponding national reports.

3. The Insurance of Nuclear Risks

3.1. The Global Market

Nuclear risks have been traditionally excluded from conventional insurance covers, such as
fire, property, liability and marine insurance. On the other hand, the nuclear energy industry
was rapidly expanding, so from the 1950s onwards, specific measures needed to be taken. As
traditional insurance and reinsurance mechanisms were not suited to cover such risks, the
insurance industries of the world responded to this phenomenon by the formation of market-
wide nuclear insurance and reinsurance pools in order to provide insurance and reinsurance
capacities for nuclear risks. There are now more than 30 pools in the world, two of them
being the Croatian and the Slovenian Pool.

3.2. Nuclear Insurance and Reinsurance Pools

In order to provide insurance cover for third-party liability risks and material damage
insurances for operators of nuclear installations, the insurance companies within the former
state established a Yugoslav Nuclear Insurance Pool by signing the Pool Agreement in May
1977. The Pool was located in Zagreb, the capital of Croatia, and was registered by the
Commercial Court of Zagreb at the end of 1979. This is a rear example of a federal body
located outside Belgrade, the capital of the former Federation. The founders of the Pool were
all licensed insurance and reinsurance companies registered at that time in the former
Federation (altogether twelve members). It should be noted that the insurance and
reinsurance companies from Croatia and Slovenia gave the major incentive and had the
leading role in the creation, organisation and the activity of this Pool.

The Yugoslav Pool followed the same basic principles as pools abroad founded in the
western, developed countries from the 1950s onwards. Beside the Pool Agreement, the
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members adopted the Articles of Association and various by-laws regulating among others
the purpose of the foundation of the Pool, the rights and obligations arising therefrom with
the members, the organisational structure of the Pool and procedures for its operation. The
Pool acted in the name and on behalf of its members. The members' liability for the risks
assumed by the Pool was joint and several. The technical support for its administration was
provided by the reinsurance company Slavia Lloyd (now Croatia Lloyd) - Zagreb since its
foundation.

The Pool was established as a specialised organisation through which insurance cover for
domestic and reinsurance for foreign nuclear risks used for peaceful purposes should be
performed. The Pool was authorised to provide all kinds of insurances and reinsurances
relating to property damage to nuclear installations as such and to third-party liability losses
pertaining to the operations of nuclear installations as well as transit and storage of nuclear
materials. All these covers included nuclear and conventional perils, within each single
insurance policy.

In accordance with the general practice adopted by nuclear pools world-wide, the Pool
members offered their capacities to the Pool for domestic and foreign acceptances. This
constituted the basis for establishing the total capacity available for each underwriting year.
The Pool then split up the capacity to provide for property and liability insurances and
reinsurances. Upon issuing the insurance covers to domestic policy holders, the Pool
established its net retention and ceded to foreign reinsuring pools amounts in excess of the
retention up to the limits of cover provided by the insurance policy. When reinsuring foreign
risks, the Pool acceptances were not permitted to exceed the capacity available. The members
participation in each single domestic and/or foreign risk depended upon their share in the
total Pool capacity, based on which the premium income and the liabilities assumed by the
Pool was shared among the members.

The split-up of the former Yugoslav Federation beginning in 1991 was the reason for several
members to withdraw from the common Pool in Zagreb. At the end of 1993, the two
remaining members from Croatia and Slovenia created two separate pools, one for each
country.

The Croatian Nuclear Insurance and Reinsurance Pool - Zagreb, added some amendments to
its Pool Agreement and was registered by the Commercial Court in Zagreb in January 1994.
In accordance with the Croatian Commercial Companies Act and Insurance Companies Act,
the Pool was established as a limited company. It obtained the status of a legal entity and
operated in its own name and for the account of its members. The bodies of the Pool
remained the same, i.e. the members' Assembly, the Supervisory Board and the Manager of
the Pool.

After the withdrawal from the Nuclear Pool Zagreb in 1993, the Slovenian members decided
to establish together with other Slovenian insurance companies a new independent Slovenian
Nuclear Insurance and Reinsurance Pool. The Slovenian Pool is located in Ljubljana, the
capital of Slovenia. Technical support and personnel (the Pool employs four people on a part-
time basis) is provided by the leading Slovenian reinsurer - the Reinsurance Company Sava
Ltd. The bodies of the Pool are the members' Assembly, the Supervisory Board and the
Manager of the Pool. The Pool has been operating since April 1994 in accordance with the
fundamental principles common to all pools (e.g. the net retention of each member without
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recourse to individual reinsurance protection). The Pool Agreement, the Articles of
Association and other by-laws are basically the same as those adopted by the Croatian Pool.
The legal status of the Pool is governed by Article 49 of the Insurance Companies Act (Off.
Gaz. RS, Nos. 64/94 and 35/95), providing that the Pool is a non-profit commercial
association of interest ( Slo. gospodarsko interesno zdruzenje - "GIZ") which operates in its
own name and on behalf of its members. In accordance with Article 935 of the former
Yugoslav Obligations Act (Off. Gaz. SFRY, Nos. 29/78, 39/85 and 57/89) which is
temporarily in force in Slovenia regulating inter alia insurance contracts. Co-insurers (e.g.
members of the Pool) are jointly and severally liable for insured losses.

The actual member companies of the Croatian and the Slovenian pool, their shares and the
capacity of each pool for domestic and foreign business acceptances as from 1st January 1998
are shown in the sheets attached to this report. While the Slovenian Pool member companies
represent almost 100% of the Slovenian insurance market, the Croatian Pool member
companies represent close to 90% of the Croatian market. Both pools split their capacity in
different kinds of insurance and reinsurance covers allocating: to third-party liability 10-20%,
to business interruption/ consequential loss/loss of profit 10-20%, and up to 15% to
machinery breakdown. There are minor differences between the two pools in how they use
their capacity for foreign acceptances (from case to case) but, basically, they apply the same
technique. When reinsuring property (material damage) only, the total capacity of both pools
may be used.

3.3. Nuclear insurances

As mentioned before, the main reason for establishing the Zagreb Pool was to provide
adequate insurance cover needed for the N.P.P. Krsko project. During the construction and
erection period, lasting from July 1975 to August 1983, the co-insurance policy covering this
risk, was provided by two major insurance companies from Croatia (Croatia Insurance
Company) and Slovenia (Triglav Insurance Company). The reinsurance in turn was provided
by their respective reinsurers (Slavia Lloyd, Zagreb and Sava Re, Ljubljana), which
retroceded amounts in excess of their retention to reinsurers abroad. The policyholder was
Westinghouse Electric Corporation as a major supplier. It covered the conventional risks and
damages to property at the site while nuclear risks had been excluded. During this period the
above-mentioned insurers provided general third-party liability insurance cover to the same
policy holder, excluding nuclear liability risks.

The first nuclear insurance cover issued by the Zagreb Pool to the N.P.P. Krsko was
provided at the end of 1979 for the transit of fuel elements. The insurance covered third-party
liability losses (Transport Liability Policy) from the moment the shipment left the territorial
waters of the USA to the time of storage at the Krsko site. This cover was many times
renewed.

The second cover to be issued related to the Risk of Decontamination Costs (for the
property on site belonging to the suppliers, contractors and subcontractors), which might be
caused by the nuclear fuel elements during the time of their storage at the Krsko site until the
first loading of the fuel elements into the reactor on 5th May 1981.

The first Third-Party Liability Policy ("TPL") was issued by the same Pool to N.P.P.
Krsko on the first loading of the fuel elements into the reactor vessel on 6th May 1981. This
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cover has been renewed every year for a 12-month period ever since and is based on the same
policy conditions, some minor changes having been included merely in liability limits and
insurance premiums. The insurance covers nuclear liability of the operator, its suppliers,
contractors and subcontractors towards third parties and employees on site. The TPL Policy
provides the cover for nuclear damage (Part I) according to the above-mentioned Law on
Liability for Nuclear Damage and Law on Insurance for Nuclear Damage, as well as civil
liability of the insured (Part II). The General Conditions are provided in Part III and Part IV,
which outlines the main points of the Policy. The aggregate liability of the Pool in respect of
all damages, interests, costs and expenses cannot exceed the amount of US$5,812,500. The
basic provision of Part I is to the effect that the Pool will pay for any nuclear damage caused
by a nuclear incident occurring on the territory of the Republic of Slovenia during the period
of insurance for which the insured is liable by virtue of the aforementioned legislation. The
indemnity limit for nuclear liability amounts to US$5 million plus additional US$500,000 in
respect of costs, interests and expenses. According to Part n , the Pool is also liable to pay
any duly established claim which may be made against the insured for damage caused by a
non-nuclear accident followed by death, illness or bodily injury or loss of or damage to the
property of any person. The TPL insurance also covers the legal liability arising from the
insured's operations or possessions of property if the damage is caused by an accident
occurring at the nuclear installation during the period of insurance. Finally, the cover extends
to the legal liability of any employee of the insured for damage caused to a third party during
the performance of his duties. The indemnity limit for civil liability shall not exceed
US$312,000.

As from 6th May 1994, renewals of this Policy are in the competence of the Slovenian Pool
as direct insurer while the Croatian Pool participates in this cover as any other foreign
reinsurer.

A similar TPL Policy was issued to the Institute Jozef Stefan from Ljubljana as from 1st
January 1981 in accordance with the before mentioned acts. The Policy was regularly
renewed by the Zagreb Pool until 31st December 1993. Afterwards, this Policy has been
issued by the leading Slovenian insurance company.

The first Material Damage Insurance Policy was issued to N.P.P. Krsko by the Zagreb
Pool in May 1981 and it has been regularly renewed for 12-month periods every since. The
Policy covers property damages from nuclear, fire and allied perils, as well as property
damages to suppliers, contractors and subcontractors. The insurance conditions for the MD
Policy have been kept the same since their first inception, except for some minor
modifications: the sums insured and the aggregate insurance limits have been increased
substantially compared to the insurers maximum financial commitment per event from those
in 1981. In 1981 the aggregate limit was US$450 million while in 1987 this limit was
established at US$800 million. The sum insured was also increased together with the above-
mentioned insurance limits to US$1.1 billion in 1987 and has been kept up at this amount
ever since.

In addition to this MD Policy as from May 1989, the Pool issued a Machinery Breakdown
Insurance cover and applied Special Policy Conditions for it. The MBD cover is
supplementary to the basic MD Policy. Within the aggregate limit of the MD Policy, a special
sublimit of US$150 million applies for MBD losses pertaining to the listed equipment insured
under this cover up to its individually defined values. A special deductible applies to each

602



listed item. Hence, in case of catastrophic loss to the Plant, the financial commitment of the
insurers based on these covers should never exceed the aggregate basic Policy limit of
US$800 million.

As from the renewals of the MD/MBD insurances in May 1994 the Croatian and the
Slovenian pool act as co-insuring pools. Each pool covers 50% of the MD/MBD Policy and
cedes to foreign pools the excess over their overall retention. Each pool is responsible to
collect its 50% of the insurance premium and to pay to foreign reinsurers its proportional part
of the reinsurance premium as well as to settle losses to the insured and to collect the
proportional part from the participating reinsurers.

Apart from these covers, the Croatian and the Slovenian pool, based on their Pool's
Agreements, are authorised to provide other kinds of insurance cover to their clients, such as:
Business Interruption/ Consequential Loss/ Loss of Profit insurance. They also provide
Transport (Transit) Liability Insurance when requested by the client.

3.4. Reinsurance Exchange

The Croatian and the Slovenian Pool participate in the world-wide reinsurance exchange
related to nuclear risks insurance. Regarding the MD/MBD and the TPL policies issued to
N.P.P. Krsko, the risk has been reinsured with more then 20 foreign pools since the first
inception of these various covers. It should be noted that the leading reinsurance pools (from
Great Britain, Germany and others) were involved in preparing the first drafts of the above-
mentioned insurance policy conditions and shared their expertise, knowledge and experience
as well as their reinsurance support in these covers. We are grateful to them because without
their support and the participation of other insurance pools world-wide, it would not be
possible to provide adequate insurance covers to our clients, such the N.P.P. Krsko is.

In return, both pools (the Croatian from 1983, and the Slovenian from 1994) participate in
foreign risks, placing their capacity at disposal to other pools and contributing towards
meeting the insurance needs of their clients.

603



CROATIAN NUCLEAR INSURANCE NAD REINSURANCE POOL

CAPACITY FOR 1998 U/Y

No.

1.
2.
3.
4.
5.

MEMBER

CROATIA, Ins. Co.
CROATIA LLYOD, Reins. Co.
HELIOS, Ins. Co.
S AVA - RIJEKA, Ins. Co.
ADRIATIC - ZAGREB, Ins. Co.
T O T A L

DOMESTIC
RISKS

4.500.000,00
1.000.000,00

500.000,00
300.000,00
270.000,00

6.570.000,00

SHARE

68,49
15,22
7,61
4,57
4,11

100,00

FOREIGN
RISKS

4.500.000,00
1.000.000,00

400.000,00
300.000,00
150.000,00

6.350.000,00

SHARE

70,87
15,75
6,30
4,72
2,36

100,00

NUCLEAR INSURANCE AND REINSURANCE POOL LJUBLJANA

CAPACITY FOR 1998 U/Y

-:?.-M*»:-:-:-

1.
2.
3.
4.
5.
6.
7.
8.

Ill;

ll»lii»M8ia^«iiiliii
Triglav Ins. Co.
Sava Reins. Co.
Maribor Ins. Co.
Adriatic Ins. Co.
Tilia Ins. Co.
Slovenica Ins. Co.
Mercator Ins. Co.
Merkur Ins. Co.

54.06
12.08
9.68
8.47
6.40
6.34
1.98
0.99

illPiWiPiil
2,730,000

610,000
489,000
428,000
323,000
320,000
100,000

50,000

iiiMaiilillli

i»ippil»ii
2,459,730

549,640
440,440
385,385
291,200
288,470

90,090
45,045

liiliiiiiiiiii
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