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EVOLUTION OF THE FEDERAL TERRORISM RISK
INSURANCE BACKSTOP

US SENATE AND HOUSE OF REPRESENTATIVES POSITIONS OUTLINE AS OF JULY 17, 2014

TERRORISM RISK INSURANCE
EEZZ?{IX:ANF'{ EE‘;ﬁg:gﬁ':gN PROGRAM REAUTHORIZATION | TRIA REFORM ACT OF 2014
ACT OF 2014
ACT OF 2007 (HOUSE)
(SENATE)
TERMINATION December 31, 2014 December 31, 2021 December 31, 2019
MAKE-AVAILABLE Mus‘t ‘make coverage a.vallable for Jangary 1, 2016 — small insurers (to be
certified acts of terrorism on same terms No change defined) can opt-out of the mandatory
PROVISION . . y . ” .
and conditions as for other covered risks. make available” requirement.
Foreign and domestic terrorism in the
COVERED ACTS US and on US interests a?road. Inclu.des No change No change
an act of war for workers’ compensation
policies only.
e Remove $5 million threshold.
e January 1, 2015 — the Secretary of
CERTIFICATION $5 million No change Treasury must consult with the Attorney
LEVEL General and the Secretary of Homeland
Security (replaces the Secretary of State
from previous legislation).
e 2015-$100 million
e 2016 - $200 million
e 2017 -$300 million
PROGRAM $100 million in insured loss in a No change 2018 00 milli
TRIGGER program year. 9 ’ 18 - $400 million
e 2019 - $500 million
Nuclear, biological, chemical, or radiological
(NBCR), certified acts trigger at $100 million.
ﬁ\ZLn:necrgI(aiLFZ[Sgier\rtye/;ce‘eslesa::liurance January 1, 2016 — separate the definition
COVERED LINES , g' . ’ No change of an “act of terrorism” into two categories:
workers’ compensation and directors
. . (1) NBCR acts and (2) non-NBCR acts.
and officers insurance).
INSURER
DEDUCTIBLE
(PERCENT OF 20% No change No change
DIRECT EARNED
PREMIUM)
For non-NBCR acts of terrorism:
e 2015-85%
e 2016 - 849
016 % e 2016 -84%
FEDERAL °© 2017-83% e 2017-83%
REINSURANCE 85% e 2018-82%
° _ [0)
QUOTA SHARE e 2019 -81% 2018 - 82%
e 2019-80%
e 2020-80%
For NBCR acts of terrorism:
e 2015t0 2019 - 85%
Increase the Treasury’s
recoupment rate from
INDUSTRY e 2015 - $29.5 billion .
- e January 1, 2016 — increase the Treasury’s
RETENTION FOR $27.5 billion -
e 2016 - $31.5 billion 0 0
MANDATORY $ recoupment rate from 133% to 150%.
e 2018 - $35.5 billion
e 2019 - $37.5 billion
CAP ON LIABILITY $100 billion No change No change
Final rule from the Treasury e Preliminary certification by the
Department no later than Secretary of Homeland Security no later
TIMING OF 180 days from the enactment than 15 days after an occurrence.
CERTIFICATION Not addressed that would establish a time line
for Certifying an event as L4 Final certification no later than 90 days
covered or not covered. after an occurrence.
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This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are

not intended to be taken as advice regarding any individual situation and should not be relied upon as such. This document
contains proprietary, confidential information of Marsh and may not be shared with any third party, including other insurance
producers, without Marsh’s prior written consent. Any statements concerning actuarial, tax, accounting, or legal matters are
based solely on our experience as insurance brokers and risk consultants and are not to be relied upon as actuarial, accounting,
tax, or legal advice, for which you should consult your own professional advisors. Any modeling, analytics, or projections are
subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any underlying assumptions, conditions,
information, or factors are inaccurate or incomplete or should change. The information contained herein is based on sources
we believe reliable, but we make no representation or warranty as to its accuracy. Except as may be set forth in an agreement
between you and Marsh, Marsh shall have no obligation to update the Marsh Analysis and shall have no liability to you or any
other party with regard to the Marsh Analysis or to any services provided by a third party to you or Marsh. Marsh makes no
representation or warranty concerning the application of policy wordings or the financial condition or solvency of insurers or
re-insurers. Marsh makes no assurances regarding the availability, cost, or terms of insurance coverage.
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