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To 

 

Shri Rajiv Mehrishi 
C&AG 

 

Dear Shri Mehrishi, 
 

I have enclosed here copies of my correspondence with the Prime Minister on 
issues concerning the cost and the safety aspects of the ambitious proposal of 
Dept of Atomic Energy (DAE) to add new capacity based on nuclear 
technology. In addition, I have also enclosed copies of my letters dated 6-5-
2017 and 23-6-2018 on the subject addressed to your office in the past. 
 

I understand that DAE is planning to conclude reactor supply agreements 
shortly with the US company, Westinghouse for 6X1000MWe reactors to be 
installed at Kovvada in Andhra Pradesh and with EDF/ Areva of France for 
6X1600 MWe capacity to be set up at Jaitapur in Maharashtra.  
 

From the public audit point of view, the following concerns are of utmost 
importance. 
 

1. Both Westinghouse and EDF/ Areva are financially fragile. EDF/ 
Areva's projects in Finland and elsewhere have undergone huge time 
and cost overruns that have resulted in electricity from such projects 
becoming highly expensive and unaffordable. In the Indian context, 
since the generation mix already stands acutely skewed in favour of 
the thermal mode, addition of new nuclear (thermal) generation 
capacity to the grid further adds to the unit cost of electricity 

2. While the Three Mile Island (USA) and Chernobyl (Russia) nuclear 
plant accidents were disastrous, the Fukushima accident in Japan in 
2011 proved to be far more traumatic. As per the enclosed report 
(https://thebulletin.org/2020/02/the-us-government-insurance-scheme-
for-nuclear-power-plant-accidents-no-longer-makes-sense/#) in the 
Bulletin of the Atomic Scientists, the pro-nuclear Japan Center for 
Economic Research  has now estimated the long-term costs of the 
2011 Fukushima accident to be about $750 billion. Globally, the 
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nuclear reactor manufacturer lobby has succeeded in forcing the 
different countries to severely cap the liability that will devolve on the 
manufacturers in the event of a catastrophic accident attributable to 
deficient reactor design.  

3. In USA, the Price-Anderson Act has imposed a cap of only $13 billion, 
which is minuscule compared to the Fukushima-like liability but the 
Act enables US Congress to intervene and modify the cap, if 
necessary. USA is a financially strong economy that can bear the 
brunt of a large nuclear accident liability.   

4. On the other hand, the Civil Liability for Nuclear Damage Act of 2010 
in India has imposed a far lower cap of 300 million SDRs which works 
out to a little more than $ 400 million which is negligible compared 
with the liability that will arise even when a minor accident takes 
place.  

5. If a Fukushima-like accident were to strike a project in any State in 
India, the liability that will arise, on the basis of the above assessment, 
will not only wipe out the State budget but it will also impose a huge 
burden on the Union budget. C&AG should apprise the Parliament of 
this. 

6. In the case of either Westinghouse or EDF/ Areva, considering that 
both the companies are financially weak, one cannot rule out the 
possibility of the two companies cutting the corners in ensuring that 
the design parameters for the reactors conform to the highest 
desirable standards of safety. The ridiculously low cap imposed by the 
Act on the liability to be borne by the reactor manufacturer provides an 
additional incentive to the latter to compromise the safety of the 
reactors.  

7. The above problem gets further compounded by the fact that the 
regulatory authority set up under the Atomic Energy Act, namely, the 
Atomic Energy Regulatory Board (AERB) is under the administrative 
control of the DAE whose establishments it is expected to regulate. In 
this connection, C&AG, in Report No. 9 of 2012-13, carried out a 
Performance Audit of AERB and expressed doubts over the role 
played by that agency. This further corroborates the apprehension 
about the efficacy of regulation over nuclear power projects in India 
and its likely adverse impact on the safety of the reactors. 

8. Immediately after the Fukushima accident in Japan and pressured by 
world-wide concern about the safety of nuclear technology, DAE 
introduced a Bill in the Parliament for setting up Nuclear Safety 
Regulatory Authority (NSRA) to impart greater autonomy to the 
regulator. The concerned Standing Committee of the Parliament 



scrutinised the Bill in great depth and suggested several far reaching 
improvements. Thereafter, for reasons best known to it, DAE failed to 
follow up on it, leaving the existing AERB to continue to regulate 
NPCIL's projects. In other words, the regulatory environment in which 
the nuclear power projects operate continues to be unsatisfactory.  

9. In the case of almost all NPCIL's projects based on imported reactors, 
there will be 4-6 reactors operating at one location, which enhances 
the accident risks by several magnitudes. This makes it all the more 
necessary that NPCIL strives to secure compliance from reactor 
manufacturers with the highest standards of safety.  

10. USA which has a domestic law, as already referred earlier, that 
requires the reactor supplier to bear liability upto $13 billion is 
pressurising India to do away with the imposition of any liability 
whatsoever on US MNCs supplying reactors and instead create an 
insurance fund from its own resources to bear the accident liability. 
This is ironic, as an insurance fund created out of the resources of the 
PSU insurance companies would effectively amount to the Indian tax-
payer bearing the brunt of a liability attributable to the reactor 
manufacturer.  

11. NPCIL will be procuring nuclear reactors from USA, France, Russia 
etc. through highly non-transparent procedures that do not permit an 
accurate price discovery. In any case, electricity supples from nuclear 
power plants are going to be inherently expensive. The costs will get 
further enhanced in view of the global experience of huge time and 
cost overruns characterising nuclear power projects implemented 
generally. This implies that nuclear power is going to be unaffordable.  

12. Even the day-to-day uranium fuel supplies from external sources are 
going to be highly expensive, as those that supply uranium hold a 
virtual monopoly over the sources and the price of imported uranium 
will be designated in foreign currency. Like imported reactors, 
imported uranium will also be procured through non-transparent 
procedures.  

13. All these factors taken together will render nuclear power highly 
unaffordable in India. In a low-cost economy  like ours, it will be 
difficult to absorb such highly expensive electricity without huge 
subventions at the cost of the tax-payer. 

In my view, since the Parliament had passed one important legislation in the 
past, namely, the Civil Liability for Nuclear Damage Act of 2010, in which a 
low ceiling on liability had been provided by way of a relief to the reactor 
manufacturers, C&AG should bring to the notice of the Parliament the latest 



assessment of the kind of a liability ($750 billion) that will arise in case a 
Fukushima-like accident were to take place and the fact that the risk of such 
an accident will have significantly high probability in view of (i) the weak 
financial condition of both Westinghouse and EDF/ Areva, which could result 
in not-so safe reactors being supplied to India and (ii) the inherent weakness 
of AERB as a safety regulator of nuclear power projects. C&AG may advise 
the Parliament to ask DAE to lose no further time in processing an improved 
version of the NRSA Bill to set up an independent regulatory authority which is 
capable of exercising stringent regulation over the safety aspects of the 
reactors. 
 

I suggest that C&AG takes up a detailed performance audit of DAE covering 
all the aspects indicated above and advise the Parliament on the way forward. 
 

Regards, 
 

Yours sincerely, 
 

E A S Sarma 

Former Secretary to GOI 
Visakhapatnam 

28-2-2020 
 


