SUMMARY OF TRIA
REAUTHORIZATION ACT OF
2007

To alleviate the fears of a grieving nation
and share the risk of providing terrorism
coverage to property owners following the
attacks of September 11, 2001, Congress
passed the Terrorism Risk Insurance Act
(TRIA) in 2002.

TRIA is a federal reinsurance program
with two main goals: (1) to limit insurance
companies’ risks of financial loss from
terrorist attacks; and (2) to increase the
availability of terrorism coverage for
property owners. (Congressional Budget
Office, Federal Terrorism Reinsurance: An
Update, January 2005, p. 1.)

To address these goals, TRIA provided
financial assistance to commercial property
and casualty insurers for certain losses
caused by foreign terrorist attacks as
certified by the Secretary of the Treasury.
In 2007, TRIA operated as follows: In the
event of a terrorist attack, the Secretary of
the Treasury would be called upon to
certify the attack if insured damages
exceeded $5 million. Federal assistance is
then triggered when aggregate insured
losses from a certified attack exceed $100
million. (Congressional Budget Office,
Cost Estimate H.R. 2761 Terrorism Risk
Insurance Revision and Extension Act of
2007, September 6, 2007, p. 3.)

Once Federal assistance is triggered, each
participating insurer that suffers covered
losses is responsible for paying their own
claims up to a deductible amount, which is
20 percent of the premiums the insurer
collected for covered lines in the calendar
year preceding the attack. Thereafter, the
insurer and the federal government would
each pay a portion of the loss above the
deductible — the federal government would
pay 85 percent, the insurer, 15 percent —

News from WNC’s Compliance Department

up to total losses of $100 billion. (Cost
Estimate, at p. 4.)

On December 26, 2007, the President
signed the Terrorism Risk Insurance
Program Reauthorization Act of 2007,
which became Public Law No. 110-160.
According to the Congressional summary,
the 2007 Act amends TRIA as follows:

¢ Redefines terrorism to eliminate the
requirement that the individual or
individuals committing a terrorist act be
acting on behalf of any foreign person or
foreign interest.

Extends the Terrorism Risk Insurance
Program through calendar 2014.

States that no insurer may be required to
make payment for insured losses in
excess of its statutory deductible
combined with its statutory share of
insured losses.

Requires the Secretary of the Treasury
to: (1) notify Congress within 15 days of
an act of terrorism and whether the
Secretary estimates that aggregate
insured losses will exceed $100 billion;
(2) promulgate final regulations for
determining the pro rata share of insured
losses which exceed $100 billion; and (3)
report to Congress on the process used to
determine the allocation of pro rata
payments when insured losses exceed
$100 billion.

e Requires insurers to disclose to
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policyholders the $100 billion cap on
their liability.

Modifies the Federal surcharge imposed
to recoup Federal financial assistance
provided in connection with all acts of
terrorism (or acts of war) during a
Terrorism Insurance Program Year.
Requires a terrorism loss risk-spreading
premium in an amount equal to 133%
(currently, 100%) of any mandatory
recoupment amount for such period.

Establishes deadlines for the collection of
terrorism loss risk-spreading premiums
for acts of terrorism occurring during
specified periods.

Directs the Comptroller General to study
and report to certain congressional
committees regarding: (1) the availability
and affordability of insurance coverage
for losses caused by terrorist attacks
involving nuclear, biological, chemical, or
radiological materials; (2) the outlook for
such coverage in the future; and (3) the
capacity of private insurers and state
workers compensation funds to manage
risk associated with such events.

Directs the Comptroller General to study
and report to certain congressional
committees on whether there are specific
markets in the United States with
unique capacity constraints on the
amount of terrorism risk insurance
available.

WNC has obtained new policy forms from
our carriers and are in the implementation
stages of offering pro-rata extensions and
offers for TRIA. If you currently do not
have terrorism coverage and would like to
add it to your lender-placed program with
WNC, please call your WNC representative
or our Product Administration Group at
800-423-2497 in South Pasadena, CA or
800-798-5522 in Dallas, TX.
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