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TITLE: 
Resolution calling on the United States Congress to introduce and pass, and the President to sign, legislation that would extend the Terrorism Risk Insurance Program Reauthorization Act of 2007.
I.
INTRODUCTION

On June 17, 2013, the Committee on State and Federal Legislation, chaired by Helen Diane Foster, will conduct a hearing on Resolution 1806, which calls on the United States (“U.S.”) Congress to pass, and the President to sign, legislation that would extend the Terrorism Risk Insurance Program Reauthorization Act of 2007. All members of the New York Congressional Delegation and representatives of the buildings, insurance and real estate industries have been invited to testify. 
II.
 BACKGROUND

On September 11, 2001, terrorists attacked the U.S., killing almost 3,000 people in New York, Washington D.C. and Pennsylvania as well as destroying New York City’s Twin Towers along with 10 other large buildings in lower Manhattan. Prior to the September 11th attacks, insurers generally did not exclude or separately charge for terrorism risks. The risk of terrorism was seen as so improbable that it generally was not considered in writing insurance policies.
 The events of September 11th, however, undeniably changed this as insurers recognized the magnitude of possible losses.
  After the terrorist attacks, many insurance companies excluded terrorism events from their insurance policies, which, among other things, hampered development of large commercial real estate projects.
 According to the Insurance Information Institute, claims paid by property and casualty insurers and reinsurers as a result of the September 11th terrorist attacks constituted, at the time, the largest cumulative claims payout in global insurance history, producing insured losses of about $32.5 billion.
 As a result of the September 11th insured losses, terrorism risk insurance became quickly unavailable or extremely too expensive, leading to many businesses being unable to purchase insurance that would protect them in future terrorist attacks.
 In an effort to help make terrorism insurance available and affordable to businesses, particularly those in major urban areas such as New York City, the U.S. Congress passed the Terrorism Risk Insurance Act of 2002 (“TRIA”) and on November 26, 2002, then-President George W. Bush signed TRIA into law.
  TRIA’s main goals were to (i) stabilize the private market by creating a temporary federal program that would share the responsibility for both public and private compensation of insured losses; (ii) protect consumers by safeguarding the availability and affordability of insurance specifically for terrorism risks; and (iii) maintain state regulation of insurance.

Terrorism Risk Insurance Act of 2002
TRIA created a temporary program known as the Federal Terrorism Insurance Program (“FTIP”), which required property and casualty insurers conducting business in the U.S. to offer coverage for incidents of international terrorism and reinsure a large percentage of that insured risk.
  This goal was met by federal government sharing insured commercial property-casualty losses with the private insurance market. The FTIP, which is overseen by the U.S. Department of the Treasury, provides for a transparent system to administer the share of federal compensation for insured losses resulting from acts of terrorism.
 TRIA covers only U.S. commercial property-casualty insured losses due to acts of international terrorism certified by the U.S. Treasury Secretary.
TRIA addressed the second goal, to protect consumers, by nullifying all commercial terrorism exclusions on TRIA’s date of enactment. TRIA required property-casualty insurers, as a condition of receiving federal assistance, to make terrorism insurance available prospectively to their commercial policyholders.
 TRIA in effect gave policyholders coverage for terrorism risk immediately, without charge, until the policyholder accepted or declined the coverage TRIA required insurers to offer. The policyholder was not required to purchase coverage. If the policyholder declined, their insurer could exclude terrorism losses.
 TRIA did not affix a limit on what insurers could charge for terrorism risk insurance, though TRIA granted state regulators the authority to adjust excessive, insufficient, or unfairly discriminatory rates.
 

 TRIA’s third goal was to preserve state regulation of insurance. TRIA limited pre-emption of state rate and form filing requirements. TRIA preempted all  prior state approvals through December 31, 2003, though it did permit any state to invalidate an excessive or discriminatory rate. Thus, states retained considerable authority over rates and terms for terrorism coverage. Additionally, TRIA required that workers’ compensation coverage included not only coverage for terrorism risk but also for war risk. Finally, TRIA directed the Treasury Secretary to consult with the state regulators’ group, the National Association of Insurance Commissioners, on several application issues.
 These included treatment of captive insurers, studies required by the act, and access to information about rates. TRIA was set to expire on December 31, 2005, but was extended for two years through the enactment of the Terrorism Risk Insurance Revision and Extension Act of 2005 (“TRIREA”).
Terrorism Risk Insurance Revision and Extension Act of 2005
Responding to concerns that a three-year program would be too limited to allow the private sector to develop the capacity to insure terrorism risk, the 109th Congress passed TRIREA which was signed into law on December 22, 2005.
 TRIREA extended the program for an additional two years, until the end of 2007, and reduced the government’s exposure to terrorism losses by amending TRIA to (i) exclude a number of insurance lines that had previously been included; (ii) increasing the minimum event size necessary for government payment for losses from $5 million to $100 million; (iii) increase the individual insurer deductibles from 15% to 20%; (iv) increase the industry’s total retention amount from $15 billion to $27.5 billion; and (v) reduce the government’s share of losses from 90% to 85%.
  TRIREA was set to expire on December 31, 2007, but was  extended for seven years through the enactment of the Terrorism Risk Insurance Program Reauthorization Act of 2007 (“TRIPRA”).
Terrorism Risk Insurance Program Reauthorization Act of 2007
TRIPRA was signed into law on December 26, 2007, extending the FTIP through December 31, 2014.
  TRIPRA made several amendments to TRIREA, including revising the definition of a certified act of terrorism to include acts of domestic terrorism and requiring clear and conspicuous notice to policyholders of the existence of the $100 billion annual program cap.
 TRIPRA has continued to help make terrorism insurance available and affordable to businesses, particularly those in located in New York City and without TRIA and the FTIP, many major development projects across the country could have ceased, jeopardizing job growth and economic development opportunities.

III.
RESOLUTION  NUMBER 1806

Reso. No. 1806 calls on the U.S. Congress to pass and the president to sign, legislation that would extend TRIPRA, which is set to expire on December 31, 2014. Advocates calling for an additional extension of TRIPRA, such as Robert P. Hartwig, Ph.D, President & Economist of the Insurance Information Institute have testified before the U.S. Congress that, “[t]he evidence, both in the United States and from similar programs abroad, is that market stability in terms of both pricing and availability of terrorism coverage, as well as the ability to maintain adequate and expanding levels of capacity over time, are contingent on the continued existence of the Terrorism Risk Insurance Program.”

Extending TRIPRA would continue to make terrorism insurance available and affordable across the country as well as in New York City. Congress should review whether or not TIPRA needs to be amended prior to extending the program and determine the appropriate length of extension to ensure the benefits to the economy this public private partnership has achieved continue. 
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