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(1)

REAUTHORIZING TRIA: THE STATE OF THE 
TERRORISM RISK INSURANCE MARKET 

WEDNESDAY, SEPTEMBER 25, 2013

U.S. SENATE, 
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS, 

Washington, DC. 
The Committee met at 10:05 a.m. in room SD–538, Dirksen Sen-

ate Office Building, Hon. Tim Johnson, Chairman of the Com-
mittee, presiding. 

OPENING STATEMENT OF CHAIRMAN TIM JOHNSON 

Chairman JOHNSON. Good morning. I call this hearing to order. 
Two weeks ago, we observed the 12th anniversary of the tragic 

September 11 terrorist attacks on our country. In the aftermath of 
the tragedy and after suffering steep losses, insurance companies 
stopped offering terrorism insurance coverage as part of their com-
mercial property policies. This had a destabilizing impact on var-
ious parts of our economy. 

Congress responded by creating the Terrorism Risk Insurance 
Program to provide a narrow and targeted Government backstop 
for this insurance coverage. The program proved helpful, creating 
certainty for many businesses, including developers, construction 
companies, commercial lenders, as well as private insurance mar-
kets. 

The program has since been reauthorized by Congress twice. The 
last time, Congress made very few changes and extended the pro-
gram for 7 years. It is my hope that, once again, we will be able 
to find bipartisan consensus for the reauthorization of TRIA well 
before the program expires at the end of 2014. 

While a few may seek dramatic changes or even try to eliminate 
the program, we should remember that taxpayers have not lost any 
money on the program. The program’s unique structure has fully 
protected taxpayers while promoting economic growth by pre-
venting interruption in insurance coverage and providing certainty 
for commercial property developers working on stadiums, univer-
sities, malls, and other projects across the country. 

Today, we review the state of the terrorism risk insurance mar-
ket and look forward to hearing from our witnesses about how the 
current program has functioned and the ongoing need for the same 
limited Government backstop we already have in TRIA. 

With that, I turn to Ranking Member Crapo for his opening 
statement. 
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2

OPENING STATEMENT OF SENATOR MIKE CRAPO 
Senator CRAPO. Thank you, Mr. Chairman. 
I welcome each of our witnesses today to this important hearing 

on the Federal Terrorism Risk Insurance Act. 
This program’s initial passage was in large part due to the in-

ability of businesses to acquire terrorism coverage in the aftermath 
of the attacks of September 11, 2001. Since then, the program has 
been reauthorized by Congress two more times, each time with 
changes that scaled back the exposure to the Federal Government 
and the taxpayers. With the current program set to expire at the 
end of 2014, it is appropriate for us to examine how well the pro-
gram is working, how else we might increase private sector partici-
pation in the insurance and in the reinsurance markets. 

Terrorism risk, by its nature, is difficult to predict. The size, se-
verity, and frequency of attacks are hard to model. They also may 
be highly correlated, making it challenging for private insurers to 
diversify their risk. One of the purposes of passing the original leg-
islation was to give the market time to find innovative solutions to 
these problems. I am interested in hearing from the witnesses their 
perspectives on how the private market has evolved in the 12 years 
since the initial passage of TRIA. 

Getting terrorism risk insurance right is important in order to 
limit economic and physical impacts of any future terrorist attacks 
on the United States. A properly balanced Terrorism Risk Insur-
ance Program can increase the Nation’s resilience to terrorism. 
However, a program that is too heavily reliant on Federal support 
can deter the private market from coming up with cost effective so-
lutions. 

One of the challenges associated with any Government insurance 
is getting the pricing right. In TRIA, there is no up-front charge 
to private insurers for the Government reinsurance and backstop, 
only post-event cost sharing. Does the current approach make the 
most sense for taxpayers? 

Mr. Beshar’s written testimony mentions the business deductible, 
the aggregate loss threshold, and the business coinsurance as a few 
of the policy levers we can adjust that may help to better protect 
taxpayers from shouldering private sector losses. I look forward to 
the thoughts of the panel as to what impact these changes would 
have on the willingness of insurers to underwrite terrorism risk. 

I am also interested in hearing how well the reinsurance market 
is developing. Does the current program dampen the reinsurance 
market’s incentives to innovate and find new ways of offering cov-
erage? 

As I mentioned previously, each reauthorization has put more 
private capital in front of the Government backstop. Currently, the 
Federal Government would recoup any TRIA payments up to $27.5 
billion. This industry retention level allows the taxpayer to recover 
TRIA payments through an industry-wide assessment on property 
casualty policies and was last changed in the 2005 reauthorization. 
Should that amount be increased? 

And, last, should we look at the approaches that other countries 
have developed to the challenges presented by terrorism risk? For 
example, most developed countries charge the insurance industry 
up front for reinsurance. 
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3

As it has been 6 years since we last studied the issue in depth, 
we now need to examine this program in detail, and Mr. Chairman, 
I look forward to hearing the witnesses’ testimony and their in-
sights into these important policy issues. 

Chairman JOHNSON. Thank you, Senator Crapo. 
Are there any other Members who would like to give brief open-

ing statements? 
Senator HELLER. Mr. Chairman, if I may——
Chairman JOHNSON. Yes. 

STATEMENT OF SENATOR DEAN HELLER 

Senator HELLER. Thank you very much, and I will be brief. I just 
want to thank you and the Ranking Member for holding this, what 
I consider to be a very important hearing. I want to thank those 
that are here on the panel, also, for taking time with this discus-
sion. 

I do not have to tell many here that terrorism is a nationwide 
threat and it can happen in any city on the East Coast, West 
Coast, but also in rural America. And, unfortunately, the threat for 
terrorism is very high in a city like Las Vegas. I like to tell people 
that there are two Statutes of Liberty in this country and one hap-
pens to be in Las Vegas. But, as you know, Nevada’s economy is 
very, very heavily dependent on tourism and a terrorist attack, ob-
viously, would be devastating, not just obviously for the city, but, 
obviously, the State as a whole. 

So, I look forward to working with you, Mr. Chairman, with the 
Ranking Member, and all my colleagues here on this Committee to 
see if we can put together some kind of a bipartisan agreement to 
reauthorize TRIA. 

Thank you, Mr. Chairman. 
Chairman JOHNSON. Thank you. 
I would like to remind my colleagues that the record will be open 

for the next 7 days for additional statements and any other mate-
rials. 

Before we begin, I would like to introduce our witnesses that are 
here with us today. 

Mr. Peter Beshar is the Executive Vice President and General 
Counsel for the Marsh and McLennan Companies, which issued a 
report on TRIA earlier this year. 

Dr. Robert P. Hartwig is the President of the Insurance Informa-
tion Institute and has written extensively on the issue we are dis-
cussing today. 

And, finally, Dr. Erwann Michel-Kerjan, who is a Professor and 
Managing Director of the Risk Management and Decision Processes 
Center at the Wharton School of Business at the University of 
Pennsylvania. 

Mr. Beshar, you may proceed. 

STATEMENT OF PETER J. BESHAR, EXECUTIVE VICE PRESI-
DENT AND GENERAL COUNSEL, MARSH & MCLENNAN COM-
PANIES 

Mr. BESHAR. Chairman Johnson and Members of the Committee, 
I am Peter Beshar and I am grateful for the opportunity to speak 
with you this morning about TRIA. 
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4

Terrorism is a deeply personal issue for Marsh and McLennan. 
In the attacks on the World Trade Center, our company lost 295 
employees and scores of other business associates. Marsh and 
McLennan also has a unique perspective on the terrorism insur-
ance market. Through our market-leading brands, Marsh and Guy 
Carpenter, we provide analytics and broking services to all the par-
ticipants in the terrorism market, the buyers and sellers of ter-
rorism insurance and also key reinsurers. 

We consider TRIA to be a model private-public partnership. In 
the critical moments after 9/11, the TRIA facilitated critical sta-
bility into the insurance marketplace, and today, it continues to 
provide the backstop for a well functioning market. Accordingly, we 
strongly endorse its reauthorization. 

This morning, I would like to briefly cover four areas: First, the 
current state of the terrorism marketplace; second, the level of cap-
ital in the reinsurance industry; third, our recommendations for re-
forming TRIA; and finally, if TRIA is not renewed, two cautionary 
notes about the potential impact. 

Chairman, as you mentioned, Marsh released a sweeping survey 
this spring of over 2,500 of our clients in the terrorism insurance 
marketplace and there were two broad take-aways from that sur-
vey. The first is that take-up rates are strong—over 55 percent—
across the country. Senator Heller, as you said, in the West, rates 
are increasing, in the South, in the Midwest. So this is not simply 
a phenomenon in the Northeast. 

The second is that we surveyed industries across the country and 
the take-up rates are strong—over 70 percent—in the health care 
industry, amongst media companies, interestingly, amongst non-
profits and educational institutions, as well as real estate devel-
opers. So the interest in this coverage across the country and 
across industry is very strong. 

Second, the level of capital in the reinsurance industry has in-
creased in the last 5 years. Our subsidiary Guy Carpenter released 
a report several months ago indicating that the amount of capital 
in the reinsurance industry is about $195 billion globally for all 
risks. That is up from about $160 billion 5 years ago. 

Now, to be sure, not all of that capital is available to underwrite 
this risk of terrorism. Indeed, there are many capital providers who 
are not interested in underwriting this peril because of how dif-
ficult it is to model and for other reasons. Nonetheless, the level 
of capital in the reinsurance industry has gone up, and if these 
trends continue, it is our belief that there is capacity for the pri-
vate sector to continue to expand and thereby reduce the position 
of the Federal Government and the taxpayer. 

So, against this backstop, we would like to offer three rec-
ommendations to reform TRIA. 

First, we recommend that Congress specifically clarify that if a 
coverage is provided for all forms of terrorism, including NBCR if 
there is coverage provided on the underlying policy for that risk. 

Second, a lot has happened since Congress last reauthorized 
TRIA. Cyber risk is clearly a new and more profound risk that we 
think needs to be grappled with, and Congress should analyze the 
best way of ensuring that in the event of a catastrophic cyber at-
tack, that TRIA would respond to that. 
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And, finally, we recommend that we establish—that Congress es-
tablish a timeline—we have suggested 90 days—for actually mak-
ing the certification of whether a terrorist event has occurred and 
TRIA is, therefore, implicated. 

If TRIA is not renewed, just two cautionary notes. First, in the 
property and casualty market, the ‘‘make available’’ provision, we 
think, is critical for having induced property and casualty carriers 
to, in fact, underwrite this risk. And if TRIA were pulled back and 
that requirement were removed, we think it is highly likely that 
many property and casualty insurers would stop underwriting this 
risk. 

And, second, very briefly on workers’ comp, this is an unusual 
area of insurance where the carriers are required to provide the 
coverage without regard to the cause of it, whether it is an acci-
dent, an act of war, or an act of terrorism, and we have already 
begun to see, because of the uncertainty on TRIA, carriers in the 
workers’ comp marketplace have begun to pull back. 

So, just in sum, Mr. Chairman, we think this has been a tremen-
dous program and it, in fact, has been a program that has served 
to protect taxpayers against the risk of a catastrophic loss. Thank 
you. 

Chairman JOHNSON. Thank you. 
Dr. Michel-Kerjan, please proceed. 

STATEMENT OF ERWANN O. MICHEL-KERJAN, MANAGING DI-
RECTOR, CENTER FOR RISK MANAGEMENT AND DECISION 
PROCESSES OPERATIONS AND INFORMATION MANAGEMENT 
DEPARTMENT, THE WHARTON SCHOOL, UNIVERSITY OF 
PENNSYLVANIA 

Mr. MICHEL-KERJAN. Thank you, Mr. Chairman. 
Let me open by saying that if our common goal is to make the 

Nation more financially resilient to future terrorist attacks and 
also to limit the spending of taxpayers’ money, then our debate 
should not be on whether to let TRIA expire. Rather, it should be 
on how we work together to make TRIA more effective. 

Indeed, without TRIA, American taxpayers may actually end up 
paying much more than they would today after a terrorist attack, 
especially if insurance companies radically lower the capacity they 
provide under the current monetary requirements when TRIA ex-
pires. Indeed, denying Federal disaster relief for uninsured losses 
after such an attack at a time when our Nation would be under 
massive stress would be very hard to do for any Congress. There 
have been so many precedents in recent years with hundreds of bil-
lions of dollars spent in Federal relief for natural disaster and cor-
porate bailouts alike. 

Still, I do not think a straight reauthorization would be possible, 
either, for the reasons this Committee stated earlier. So, one 
should probably continue to reduce Government exposure by in-
creasing the private sector risk sharing, as the previous extension 
did. But this needs to be done in a way that does not disrupt the 
market. 

As a neutral party, our team at the Wharton School has released 
over 20 publications on terrorism insurance markets since 2001, 
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6

more than any other organization. These studies can be used by 
Congress to make more informed decisions in the coming months. 

For instance, we have recently shown that insurance companies 
have provided much more capacity for terrorism risk than they 
have for other catastrophic risks because they collect all the pre-
miums but are responsible for only a portion of the losses. This is 
what TRIA was designed to do. 

Terrorism insurance prices in the U.S. have been going down 
continuously, as Mr. Beshar mentioned. Let me also add here that 
these are among the least expensive terrorism insurance prices in 
the world. 

In other new analyses that I mentioned in the written testimony, 
we show that the demand for terrorism insurance for medium and 
large corporations is not only strong, but also very price inelastic, 
meaning low sensitivity to price. We found that increasing the pre-
mium by 10 percent would only decrease the quantity of terrorism 
insurance that these firms will buy by one or 2 percent. That 
means that if TRIA were to be modified and insurers’ deductibles 
were slightly increased from the current 20 percent, most likely, we 
will not see any impact on the market. Similarly, there was no sig-
nificant demand change when previous deductible levels had been 
increased. 

Still, about four out of ten large corporations do not have cov-
erage against terrorism today. I think this is something we should 
be concerned about. Let us remember that on 9/11, the coverage 
was virtually 100 percent, which allowed for a quick economic re-
covery of our country. 

Also, and this is an important point, we know little about ter-
rorism insurance penetration for small businesses, even though 
they are the most vulnerable to financial shocks. Congress may 
want to request a study on small businesses and TRIA. 

Before I conclude, let me also say that we must look at how other 
countries have approached terrorism insurance, because American 
corporations compete with foreign firms. These firms benefit from 
these other programs in their own countries. My written testimony 
looks at Australia, France, Germany, India, Israel, the U.K., and 
Spain. Note that several of these programs are permanent in na-
ture. Those that are temporary have all been renewed in recent 
years. 

To summarize, TRIA has worked as intended and has sustained 
a robust terrorism insurance market, especially for large corpora-
tions across the country. If TRIA is to be modified to increase the 
portion of the risk covered by the private sector or for the Govern-
ment to start charging for its backstop, I think there is room to do 
so under current market conditions, at least according to our stud-
ies. Of course, open issues remain for small businesses, NBCR, 
cyber risk, and the larger role that the reinsurance industry could 
play. 

In the end, it is how we best use the insurance infrastructure in 
partnership with the Government to assure effective and equitable 
solutions are in place that will make our economy terror-proof. This 
is why, to me, the debate about TRIA is not an insurance issue 
only. More fundamentally, it is as much a national security and 
economic competitiveness issue, too. 
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On behalf of the Wharton School, we look forward to working 
closely with you in the coming months on how we do that together. 
Thank you, Mr. Chairman. 

Chairman JOHNSON. Thank you. 
Dr. Hartwig, you may proceed. 

STATEMENT OF ROBERT P. HARTWIG, PH.D., CPCU, PRESI-
DENT & ECONOMIST, INSURANCE INFORMATION INSTITUTE 

Mr. HARTWIG. Thank you, Mr. Chairman. Thank you, Senator 
Johnson, Ranking Member Crapo, and Members of the Committee. 
I appreciate the opportunity to have been asked before the Com-
mittee to provide testimony on TRIA and the market for terrorism 
insurance in the United States. 

The terrorist attacks of September 11, 2001, produced insured 
losses larger than any natural or manmade event in history. 
Claims paid by insurers to their policyholders eventually totaled 
$42 billion in today’s terms. The sheer enormity of that loss, com-
bined with the possibility of future attacks, led insurers to exclude 
coverage arising from acts of terrorism from virtually all property 
and liability policies in the commercial sector. Only when TRIA 
was enacted by TRIA in late 2002 did stability finally return to the 
market and coverage for terrorist attacks resumed. 

Eleven years later, the war on terror is far from over, as the re-
cent Boston Marathon bombings attest. But TRIA is, by all objec-
tive measures, an unqualified success. The program not only suc-
ceeded in restoring stability to the country’s vital insurance and re-
insurance markets, but it has done so at little or no cost to tax-
payers. The unambiguous success of TRIA demonstrates that the 
Act has become an indispensable component of the country’s na-
tional security infrastructure. 

In the absence of TRIA, the country is unnecessarily vulnerable 
and exposed to economic instability and recession. With TRIA’s ex-
piration now a little more than a year away, it is virtually certain 
that terrorism exclusions will soon appear in the market, and it is 
estimated that 70 to 80 percent of the commercial property market 
will be impacted by these exclusions. In the event TRIA were al-
lowed to expire, higher prices and reduced availability for terrorism 
insurance could, within 3 years of expiration, reduce real GDP by 
an estimated $69 billion and remove 290,000 jobs from the econ-
omy. 

Clearly, retaining TRIA is a vital component of the country’s 
comprehensive national security plan. It is both reasonable and it 
is prudent. It is also eminently affordable. Indeed, the cost to the 
American taxpayer has been effectively zero. 

Today, all but the very largest and least likely terrorist attacks 
would be financed entirely within the private insurance sector. 
Even in the event of a truly catastrophic attack, TRIA provides the 
Government with the ability to fully recoup any and all Federal 
monies outlaid. As a point of fact, from the date of TRIA’s enact-
ment in November of 2002 through today, a span of nearly 11 
years, the Federal Government and, therefore, taxpayers, have 
paid nothing, apart from negligible administrative expenses, under 
the program. 
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The recent Boston Marathon bombings prove to be an illustrative 
point. All of the 207 property casualty claims filed in the wake of 
that event were handled by private insurers who have made pay-
ments to policyholders totaling approximately $1.2 million. Not one 
taxpayer dollar was used to pay any of these claims. 

TRIA’s structure actually provides at least eight distinct layers 
of taxpayer protection, as displayed schematically in my Exhibit 4, 
the Pyramid of Taxpayer Protection. 

First is the definition of a terrorist attack itself. It is a very de-
tailed definition and every letter of that definition must be met. 

Beyond that, there is a $5 million monetary threshold within the 
certification. Unless that $5 million threshold is crossed, there will 
be no certification. 

Above that, there is a $100 million triggering event. This means 
that Federal funds will be paid out only in the event that a ter-
rorist attack produces total insured losses above this threshold. 

Then, if we go beyond that, each individual insurer is required 
to retain losses equal to 20 percent of the premiums earned in lines 
subject to TRIA. 

Beyond that, for losses in excess of that 20 percent insurer 
threshold, each insurer must retain 15 percent of each dollar be-
yond that. 

And then there is an overall industry threshold of $27.5 billion. 
Now, for dollars laid out within that $27.5 billion industry thresh-
old, these will—there is a mandatory recoupment mechanism and, 
in fact, 133 percent of the amount must be collected. And for any 
amounts above the $27.5 billion threshold, it is at the discretion of 
the Treasury to collect such funds. 

Now, sitting on top of the whole program is a $100 billion hard 
cap, meaning that beyond that amount, the Federal Government 
has no responsibility for further losses. 

I might also add, there has been an ever-narrowing number of 
lines covered by TRIA over the years. Back in 2002, approximately 
44 percent of the industry’s premiums were in TRIA-covered lines. 
Today, it is approximately 35 percent. 

The TRIA also has the effect of reducing taxpayer-funded post-
attack disaster aid costs. The fact of the matter is, is if more busi-
nesses are covered by TRIA and more workers are covered by 
TRIA, which they will be as long as TRIA is reauthorized, then 
that means the demands for post-event disaster aid will be less-
ened. 

So, in summary, there is no question that TRIA has brought 
much-needed stability and capacity to the market and that it has 
done so within a fiscally responsible framework. But it is important 
to emphasize that the majority of the coverage and the capacity in 
the market today exists only because of TRIA. TRIA’s expiration 
would unquestionably lead to a reduction in capacity with adverse 
consequences for the broader economy. A larger-scale terrorist at-
tack in the absence of TRIA would effectively take us back to the 
chaos of the immediate post-9/11 environment. 

Thank you for the opportunity to address the Committee today. 
I would be happy to respond to your questions. 

Chairman JOHNSON. Thank you very much for your testimony. 
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As we begin questions, I will ask the Clerk to put 5 minutes on 
the clock for each Member. 

Dr. Hartwig, some argue that the private sector has developed 
more capacity to handle terrorism insurance coverage. However, I 
have seen no research that indicates this unique market can sus-
tain itself without a Government role. Do you believe a Govern-
ment backstop is still needed, similar to what we currently have 
in TRIA? 

Mr. HARTWIG. There is no question, sir, that a Government back-
stop is needed to maintain the capacity that is in the market today. 
As I mentioned at the end of my testimony, as I summarized, all 
the numbers that you have heard today from each of the witnesses 
with respect to the amount of capacity that exists in the market 
exists only because of the existence of the Terrorism Risk Insur-
ance Program itself. 

Should that program sunset at the end of 2014, it is absolutely 
certainly the case that the amount of capacity both among primary 
insurers and reinsurers becomes significantly constricted. There 
would still be no interest on the part of capital markets. And, God 
forbid we were to have an actual large-scale terrorist attack in the 
absence of the program. We would be back to square one, basically 
be back at September 12, 2001. 

Chairman JOHNSON. Mr. Beshar, what do you think? 
Mr. BESHAR. I share Mr. Hartwig’s view, Chairman Johnson, 

that the backstop of TRIA is critical to creating the capacity. I am 
one of the people who has flagged the fact that the level of capacity 
has increased in the reinsurance market, but that is predicated on 
the existence of TRIA. And if you take TRIA away, the strong like-
lihood is that those property and casualty writers who have the ca-
pacity would nonetheless pull back from this peril. 

Chairman JOHNSON. Dr. Michel-Kerjan, you have said that, in 
the past, that a world without TRIA might not necessarily be one 
with less risk to the Federal Government and the American tax-
payers. Can you explain why taxpayers may face more risk and 
more cost without the program? 

Mr. MICHEL-KERJAN. Sure, Mr. Chairman. Well, I think there 
are two elements, as we have discussed before. Right now, with 
TRIA, anything that will cost $27.5 billion of injury losses, which 
will be, by all account, a massive terrorist attack on U.S. soil, will 
be covered by the private sector for recoupment. 

Without TRIA, two things will happen. TRIA not only provides 
a backstop, but also obliges the insurance companies to actually 
offer that coverage to all their clients. They do not have to take it, 
but it is a mandatory requirement. Most likely, if you take out that 
mandatory requirement, many insurance companies are just going 
to stop offering that coverage. Proxies are going to increase, espe-
cially in the high-risk areas, or what are perceived as high-risk 
areas—Boston, Washington, New York, Los Angeles, and a few 
other cities, obviously. The demand for coverage will decrease and 
the proportion of insured losses will be much higher. 

If you do not mind looking at page seven of my written testi-
mony, I mention two things here. The number of Presidential Dis-
aster Declarations is skyrocketing in this country over the past ten, 
15 years. We are asking the taxpayers to pay more and more 
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10

money. That is true for natural disasters and that was true, clear-
ly, during the financial crisis. 

To give you one example, 88 percent—88 percent—of the cost of 
Hurricane Sandy was paid by all of us as American taxpayers. I 
think we can do better. So if you look at the natural disaster as 
an example, I think, as I mentioned, it would be very hard for any 
Congress to deny that relief. As a result, uninsured losses will be 
much higher. That is why I say that a world without TRIA will ac-
tually lead to more exposure to the taxpayers, sir. 

Chairman JOHNSON. Dr. Hartwig, would you walk us through the 
major protections the current program provides taxpayers. 

Mr. HARTWIG. Certainly. I referred to an exhibit in my testi-
mony, Exhibit 4, although that may be mislabeled as Exhibit 3 for 
the second time, titled ‘‘The Pyramid of Taxpayer Protection.’’ Basi-
cally, I just created this schematic so that it would make it easy 
to understand that there are at least eight levels of protection for 
the taxpayer. 

And as I mentioned, the very definition of a terrorist attack itself 
is very detailed and every word of that definition must be met. In 
addition, the attack must produce at least $5 million in losses be-
fore it can be certified. 

You have a $100 million threshold before any Federal dollars can 
be involved whatsoever. Each insurer must then retain 20 percent 
of loss based on its premiums written in TRIA-subject lines. That 
can be a very, very large amount of money, hundreds of millions 
of dollars. 

And then, above that, insurers keep skin in the game in every 
last claim because they are paying 15 percent on every dollar above 
their individual retention. And then, beyond that, the Government 
overall, there is a $27.5 billion requirement for the industry overall 
retention. 

That is a large sum of money. So we are starting to get into the 
sorts of events that rival that of 9/11 itself. If you were to rerun 
9/11 today, OK, at the time, $32.5 billion insured loss, pretty much 
that loss would fall very close to entirely within the private insur-
ance sector itself. 

So, for the larger scale losses, the Government has both a man-
datory recoupment obligation for some losses and it has the option 
to recoup every other dollar that it lays out for the truly extraor-
dinarily large losses. And, again, beyond the—an event beyond 
$100 billion, hard cap, no Government involvement at that point. 

Chairman JOHNSON. Senator Crapo. 
Senator CRAPO. Thank you, Mr. Chairman. 
The current market for terrorism insurance has changed signifi-

cantly since the program’s first creation, and the Marsh report 
shows that the take-up rates for terrorism insurance rose from 27 
percent in 2003 all the way up to over 60 percent in 2012. 

Mr. Beshar, your testimony mentions that your company still be-
lieves that the insurance market could increase private coverage, 
thereby reducing taxpayer exposure, and I agree with that assess-
ment. How has the market for terrorism insurance changed and 
what new sources of funding are available? How can we bring in 
more private capital? 
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Mr. BESHAR. Sure, Senator Crapo. I think there are two aspects 
of that. There is the traditional insurance and reinsurance market, 
and then there is the world of alternative capital. 

On the traditional market, by clarifying aspects like NBCR and 
perhaps cyber, I think what will happen is, incrementally and 
gradually, the private market will be able to expand, and that is 
what you have already seen over the past 12 years and I think that 
trend will continue. 

In the alternative market, which is funds coming in from third-
party investors, from hedge funds, even from some pension plans, 
there are some very intriguing new developments around catas-
trophe bonds, for example, where countries are now issuing catas-
trophe bonds to try to protect against specific perils. So the Govern-
ment of Mexico, for example, has issued a catastrophe bond against 
earthquake risk. The Government of Turkey has done the same 
thing to try to mitigate against earthquake risk. And you could en-
vision over the coming years that as people get more comfortable 
with this risk, that there are some alternative capital providers 
who may be willing to take it on. 

Senator CRAPO. Thank you. 
And at the insurance company level, two of the most important 

figures in the TRIA program are the company deductible and the 
level of coinsurance. The current deductible is set at 20 percent of 
its annual direct earned premiums and the level of coinsurance is 
15 percent. 

Again, Mr. Beshar, you mention potentially increasing the 20 
percent level incrementally and possibly bumping up the coinsur-
ance level. Without citing a specific number, is there room to in-
crease both of these levels? 

Mr. BESHAR. I think the key question, again, is that capacity has 
expanded because of the existence of the backstop. So that is why 
we are strongly in favor of the reauthorization of the program and 
it is that backstop that is so fundamental. That said, assuming 
that the trends that have occurred over the past several years con-
tinue, and there are not large-scale capacities that reduce the ca-
pacity that exists, we do think that there is the ability to expand. 

One of the things that the Congress will want to be mindful of 
is that there are smaller insurers and mutual insurers that are sit-
uated differently than the larger insurers, and you want to be sen-
sitive and able to keep them in the marketplace. 

Senator CRAPO. Thank you. And, Mr. Kerjan, this question re-
lates to prefunding of the insurance. The United States is not the 
only country that has developed a public-private partnership to 
deal with the risk of losses associated with terrorism, and many of 
these programs require insurers to pay up front for the reinsur-
ance. You, for one, have looked into whether insurers take on 
greater terrorism risk than they otherwise would because they col-
lect all of the premiums under TRIA but are only responsible for 
a part of the losses. What impacts would we see if we were to move 
to a system that involves some kind of a level of prefunding? 

Mr. MICHEL-KERJAN. Thank you, Senator Crapo. There are two 
ways to answer the question. The first one is, if we want more ca-
pacity to be provided to the market, the current system has worked 
pretty well. If we start charging for that Federal backstop, then we 
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cannot have that ex post recoupment; the Federal Government is 
basically covering some of the losses, in return for collecting pre-
miums over time. That is the way the German system, the French 
system, the Spanish system, and others work. 

In the British case, the British Government offers an open line 
of credit to the Pool Re, which pays for it. If there is another ter-
rorist attack in the U.K., the first five billion pounds will be cov-
ered by the private sector through Pool Re, but above that five bil-
lion, the British Government is going to open that unlimited line 
of credit. And the British Government currently receives 10 percent 
of the premium to provide that line of credit. 

So, at the end of the day, it is a matter of what we want to do. 
Do we want ex ante financing or ex post financing, and if so, how 
much do we want the Federal Government to charge for that cov-
erage and what would be a fair premium? 

Senator CRAPO. Thank you. 
Chairman JOHNSON. Senator Menendez. 
Senator MENENDEZ. Thank you, Mr. Chairman. 
I would ask that a statement that I have be included in the 

record. 
Chairman JOHNSON. Without objection. 
Chairman JOHNSON. Thank you, Mr. Chairman. 
And I want to thank the witnesses. This is something that I have 

been a strong advocate of, because, really, after September 11, we 
had a disruption in the marketplace, one that was not taken care 
of by the private marketplace, and, basically, TRIA created market 
functionality again. And while we would love to see the private sec-
tor market fully take care of this, I do not think that, personally, 
from my perspective, that is still not possible in the world in which 
we live in. 

So I want to ask two specific lines of questioning. One is, ter-
rorism is different from other risks in that it involves intentional 
human actions that target population centers, infrastructure, eco-
nomic assets, and it is also harder to predict, in part not only be-
cause of the reality that we do not know when individuals will nec-
essarily pursue those intentions, but even to the extent that we are 
preparing for it, for the possibilities, there is an understandable in-
terest in keeping information about risks and vulnerabilities con-
fidential in order to reduce the chances of an attack and the poten-
tial to inflict damage. 

So, my question for our witnesses is, how do the differences be-
tween terrorism and other risks affect private market capacity to 
insure against terrorism risk, and to the extent that these dif-
ferences translate to higher costs or reduced availability of insur-
ance against terrorism risk, what are some of the broader con-
sequences for our economy and our society? I welcome anyone’s an-
swers. We can go down the line. 

Mr. HARTWIG. I think we might all comment. 
Senator MENENDEZ. All right. So, go down the line. 
Mr. BESHAR. Senator Menendez, I will start, perhaps focusing on 

workers’ compensation cover, what would be the potential impact. 
It is an unusual line of cover in that employers like Marsh and 
McLennan are required to obtain the cover to protect their employ-
ees and carriers are required to provide the coverage without re-
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gard to what the cause of the loss is, whether it is an act of war, 
an act of terror, arson, whatever is the risk. 

And what we are seeing potentially in the marketplace is that 
workers’ compensation carriers are beginning to pull back, those 
who provide coverage to large amounts of individuals concentrated 
in areas in New Jersey, in the metropolitan New York area, Chi-
cago, L.A., Washington. And so the TRIA backstop is critical to in-
ducing those workers’ compensation carriers to, in fact, provide 
that cover. And if it is not there, if it becomes much more expen-
sive to get workers’ compensation coverage, we are concerned that 
that has a negative drag on economic growth and job creation. 

Mr. HARTWIG. If I could add on to what Mr. Beshar said, work-
ers’ comp is really just sort of the beginning of the issue here. 
When it comes to terrorism risk, insurers face a unique form of ag-
gregation problem here. Typically, when we think about a large-
scale natural disaster like a hurricane, for example, you are talking 
about mainly your damage associated with wind. It is a property 
type of damage, business interruption loss. But you do not have 
large-scale loss of life such as you had in 9/11. 

So, with respect to terrorism, particularly in the absence of a 
Terrorism Risk Insurance Program, you have insurers modeling in 
a way that they do not normally have to model for a major cata-
strophic loss. They are looking not only at the possibility of extraor-
dinarily large property damage and business interruption losses, 
but they are looking at potentially multi-billion-dollar losses with 
respect to workers’ compensation. So you have got this layer—it is 
basically many more layers than you would have for more tradi-
tional losses. 

That makes the modeling much more difficult, and what it also 
does is, in effect, requires an insurer to take, say, a map of the 
areas in which it operates, ascertain literally how many dollars it 
has in risk, not just in terms of insured structures but insured lives 
with respect to workers’ comp exposure and other types of cov-
erage, and it cannot exceed a certain amount in each one of those 
areas. So it makes it much more difficult to model and makes the 
whole insurance program that it must orchestrate much more dif-
ficult. 

Senator MENENDEZ. Well, let me go through another line, if I 
may, and I am happy to entertain your answer, as well, but I just 
want to, in the time that I have left. 

Mr. Beshar, in your 2013 Terrorism Risk Insurance Report, you 
predict that without a Federal backstop, the cost of terrorism in-
surance would rise for areas with concentrations of people or eco-
nomic assets, infrastructure such as transportation, pipelines, and 
other elements. I think of my region that Senator Schumer and I 
share, just as one example. In a two-mile stretch, just a simple 
two-mile stretch of my State, we have the largest container port on 
the East Coast, the megaport of the East Coast; we have one of the 
largest and busiest airports in the country at Newark Inter-
national; we have rail lines, Amtrak, New Jersey Transit, and oth-
ers, and PATH, that carry hundreds of thousands of people back 
and forth each day to work; and critical industrial infrastructure 
and the most dangerous two miles in America because of the 
Chemical Coastline. 
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So, while that is a regional reality, the consequences, though, of 
such an attack are broader to the national economy, would not that 
be a fair comment? 

Mr. HARTWIG. Absolutely, Senator Menendez. 
Senator MENENDEZ. Yes. OK. 
Mr. MICHEL-KERJAN. Let me just add, I think that the discussion 

has been mainly about insurance. Ultimately terrorism is a na-
tional security issue, and as any government around the world, the 
question is, how do we create a mechanism that will help the coun-
try bounce back after a disaster? And insurance is one way to do 
it, an effective way to do it. 

So let us not see terrorism as something that insurance compa-
nies have to cover. They do not have to cover it. We made that a 
mandatory offer. We, the country. That has been a national deci-
sion. I think that is the most effective way to actually cover the 
risk and all the claims. We have other programs in this country 
that do not necessarily rely on the private insurance sector which 
I think we should learn from, some failures, as well, so——

Senator MENENDEZ. Thank you, Mr. Chairman. 
Chairman JOHNSON. Senator Reed. 
Senator REED. Well, thank you very much, Mr. Chairman, and 

let me echo the comments of the Professor. 
Risk insurance is a national security issue as well as a banking 

issue, and I have the privilege of serving on the Armed Services 
Committee as well as this Committee and we have seen that there 
are still significant threats. In fact, tragically this week in Kenya, 
it was a commercial property that was attacked, and not only was 
there great loss of life, but destruction of the property. 

So the issue, as it was after 9/11, remains today. How do we 
maintain a viable commercial real estate sector in our economy 
given this persistent threat of terrorism and given the role of the 
Federal Government in preempting it, preventing it, and if it hap-
pens, to be able to help absorb the risk? So I think it is absolutely 
essential that we have to extend the reinsurance program going 
forward. 

We have to keep markets open. We have to also, I think, keep, 
in fact, to continue our growth, to remove impediments to potential 
investment, particularly in large commercial projects. Without Ter-
rorism Risk Insurance, there is an impediment. There is a certain 
calculated cost that the developer has to bear if it is not there. And 
I think the way it is designed, with the first losses going to the pri-
vate sector and only in extreme cases the Federal sector stepping 
up or the national sector, makes some sense. 

But let me just begin with a question and ask all of you, begin-
ning with Mr. Beshar, there is a presumption here if we take away 
this legislation, the private capital markets have a viable alter-
native to TRIA. Is that the case, in your view, Mr. Beshar? 

Mr. BESHAR. We do not believe so, Senator Reed. We think it is 
that backstop that has created the market and created the capac-
ity. And so if you take that backstop away, we think the market 
capacity will shrink quite significantly. 

And to your point about kind of where the potential targets are, 
one of the things that was most striking to us about the Marsh re-
port was that the take-up rates are really across the country and 
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across industry, including Rhode Island, that there is a perception 
that if you are hosting a sporting event, for example, you know, the 
NFL and the NBA, the NHL, everybody recognizes that there is a 
risk that is not concentrated just in the large urban areas of the 
United States. 

Senator REED. That is a very good point. 
Professor, your comments. 
Mr. MICHEL-KERJAN. No, I think I would agree with Mr. Beshar. 

I think we have reached a point where almost everybody agreed 
that it has been a great program. I think that our discussion today 
has been more about how we transform that program incremen-
tally, so that we increase the market’s capacity to absorb more risk. 

Let me also say that a lot of the discussion has been about where 
the market is today, where it could be in the next few years. All 
of that is important, but I think the big question is what will hap-
pen to the market in the aftermath of a terrorist attack, a large 
terrorist attack, whether it is outside the U.S., as we have seen in 
2005 in London, or elsewhere. I think having that Federal backstop 
reassures the insurance industry that, for catastrophic risk, none 
of them will go under, and I think that is a very important state-
ment to make and an important aspect to keep in mind. 

We know from natural disasters that the market tends to be 
highly volatile after a big natural disaster. I believe with that Fed-
eral backstop, actually, that market will remain pretty stable after 
an attack, which I think is a win-win situation we are all looking 
for. 

Senator REED. Thank you. 
Mr. Hartwig, you have a comment. 
Mr. HARTWIG. Thank you. And just quickly, and to echo what 

some of my fellow witnesses have said, absolutely. There is no 
question that is what has happened in the 11 years since TRIA has 
been in place. And while this was not by the original design, we 
have found that TRIA is an essential part of this country’s national 
security plan, and I think I have heard you mention that, sir. And 
so in the absence of TRIA, we wind up creating a gaping hole in 
that plan. 

And as we just heard Professor Michel-Kerjan say, that if we 
wind up in a situation where TRIA has expired and we have a 
large-scale terrorist attack or even something along the lines of 
what we saw in Nairobi, Kenya, which could be easily copycatted 
here in the United States, perhaps not just at one location but in 
several locations simultaneously, you wind up, I think, with a 
large-scale loss of confidence in the market. 

Now, when we look at every other segment of the financial serv-
ices industry, there are contingency plans for dealing with catas-
trophes of every sort. When it comes to a terrorism loss, this is part 
of our national security plan. It is part of what is absolutely inte-
gral to businesses all across the country today, and not just Rhode 
Island, but from coast to coast. 

Senator REED. Well, thank you very much. 
Just a final thought, and that is as we go forward, there is an-

other dimension to terror attacks that really was not so obvious in 
9/11, and that is cyber security. I do not know, and I think we have 
to think carefully about how we would incorporate or would we in-
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corporate aspects of that in any type of legislation, but that is just 
food for additional thought. 

Thank you, Mr. Chairman. 
Chairman JOHNSON. Senator Tester. 
Senator TESTER. Thank you, Mr. Chairman and Ranking Mem-

ber Crapo. 
I want to start with a question that Senator Crapo talked about 

and that is potentially raising the deductible, and I am sure there 
probably will be some proposals to do exactly that. Could all of you 
or at least a couple of you talk about the impact of raising the de-
ductible on some of the small or mid-sized and even some of the 
large insurance companies who are currently underwriting ter-
rorism insurance? You can go ahead. 

Mr. BESHAR. Bob, do you want to start? 
Mr. HARTWIG. Sure. I will start, and I think it is appropriate, 

Senator, to sort of divide the discussion up between some of the 
larger companies and some of the smaller companies. 

Senator TESTER. Yes. 
Mr. HARTWIG. Just in practice, the way that an insurance com-

pany operates is that we are a very conservative industry. We do 
not operate on the edge. We do not operate to the very last dime 
of capital in our books. That is why this industry is absolutely rock 
solid after a decade of record catastrophe losses, and, quite frankly, 
we have every intention of staying that way and TRIA is absolutely 
essential to that. 

So, I know that there will be a discussion about raising reten-
tions and deductibles and so forth, but raising deductibles and re-
tentions in and of themselves does not create capacity, OK. What 
creates capacity, as insurers learn more about this market or exter-
nal events influence the relative riskiness of operating this space 
at any level of dollars at risk. 

So, to the extent that we do not have a major terrorist attack, 
that helps to increase confidence. To the extent that there are ad-
vances in modeling terrorism risk, that helps reduce uncertainty 
and create confidence. 

Has there been some growth——
Senator TESTER. I have got you. I want to know what the im-

pacts on small and mid-sized companies are if we increase the de-
ductible. 

Mr. HARTWIG. On small—are you referring to——
Senator TESTER. Small, mid-sized, and large reinsurers. I want 

to know what the impact is going to be on them, positive, nega-
tive—I understand about growth and increasing capacity. 

Mr. HARTWIG. Right. 
Senator TESTER. But that is not my question. 
Mr. HARTWIG. Right. With respect to smaller insurers, it would 

likely be a negative——
Senator TESTER. OK. 
Mr. HARTWIG.——because they are not——
Senator TESTER. How about mid-sized folks? 
Mr. HARTWIG. They may have a little more room, but in the 

United States, when we are talking about mid-size companies, we 
are talking about regional, super-regional companies——

Senator TESTER. Right. 
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Mr. HARTWIG. I think it is still an issue. Larger companies have 
a little bit more opportunity there. On the reinsurance side, it is 
a little less clear. 

Senator TESTER. Thank you very much. 
So, if we did that, and I do not want to put words in your mouth, 

it would potentially reduce competition in that marketplace, if the 
small companies were to go by the wayside? 

Mr. HARTWIG. I do not think that you wind up increasing com-
petition, let me put it that way. 

Senator TESTER. OK. All right. Sounds good. 
I was curious to know—and this is for Mr. Beshar—can you 

speak specifically about the role TRIA would play in rural areas, 
where we do not have the big stadiums, you do not have the big 
casinos, kind of what do we need to be looking out for in rural 
America and how TRIA would impact them. 

Mr. BESHAR. Absolutely, Senator. So, again, in terms of what we 
took away from the report, we were struck at how broad-scale the 
take-up rates are across the regions and across the industries. 

Senator TESTER. Yes. 
Mr. BESHAR. To be sure, we were polling our clients. Our clients 

tend to be larger companies and mid-size companies, as the Pro-
fessor identified. And so part of the objective is not just to be pro-
tective of smaller companies, for example, to create more capacity. 
Pricing comes down as there is more capacity, and then smaller 
companies, like those, perhaps, that were impacted by the bombing 
in Boston, are able to get access to cover. And similarly, I think, 
smaller rural areas would then follow along with that, where cov-
erage becomes more viable and more relevant to them. 

Senator TESTER. OK. I think in your testimony, Dr. Michel-
Kerjan, you talked about a lack of knowledge about—and I do not 
want to put words in your mouth—about the penetration in small 
businesses. Is there anything that we can do about that to find 
out——

Mr. MICHEL-KERJAN. Sure, and I think that is an important 
question. We know a lot about large corporations, thanks to Marsh 
and McLennan and AON, to some extent, but that is about it. We 
know almost nothing on small businesses. 

Mr. BESHAR. Really, just Marsh and McLennan there. Yes. 
[Laughter.] 
Mr. MICHEL-KERJAN. That is about it. Let us be serious. We do 

not know much about other markets. So, yes, I mean, we could 
think about the GAO being asked by Congress to actually do a 
market study on small businesses across the country. There could 
be surveys realized. Today, beyond that, we know almost nothing. 
We hear that some small businesses buy it. Other businesses actu-
ally get it for free. 

Senator TESTER. Yes. 
Mr. MICHEL-KERJAN. We do not know anything. 
Senator TESTER. OK. My last question is for Dr. Hartwig. Mr. 

Beshar brought up the fact that cyber should be a part of TRIA. 
I looked at the definition. It looks to be able to encompass that. I 
wanted to know your opinion. 

Mr. HARTWIG. Yes. I would concur, and that under most in-
stances of a cyber attack, that would perhaps, for instance, cause 
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an explosion at a power plant or some such thing, that type of loss 
would be covered so long as it met the definition of a terrorist at-
tack. So, in most cases, yes. 

Senator TESTER. OK. Thank you all very much for your testi-
mony. Thank you for your time. 

Chairman JOHNSON. Senator Manchin. 
Senator MANCHIN. Thank you very much. 
I just have a couple questions. Unlike other instances of Govern-

ment-offered insurance, I have been told that TRIA has cost tax-
payers next to nothing as far as since the Treasury covers 133 per-
cent of its payments from insurers in the years following initial 
loss. On the other hand, TRIA has helped commercial real estate 
developers to receive financing for construction projects. I also un-
derstand that has helped them immensely. 

And my question would be, would TRIA cost taxpayers money in 
the future by your predictions, and what would happen to small 
community-based developers if TRIA was no longer available? I 
know you have touched on different things of it, but this is a pretty 
important aspect for the economy, right? 

Mr. HARTWIG. Right, and we may all have some comments on 
this, but certainly, there is no question that in the absence of 
TRIA, it would cost the economy——

Senator MANCHIN. There is nothing else on the marketplace. 
Mr. HARTWIG. For terror coverage, no, other than internalizing 

the loss and assuming the loss on your own. No. There is nothing 
else out there. 

Senator MANCHIN. There are no insurance companies that—if 
this goes away, there are no insurance companies or the insurance 
industry willing to step to the plate. 

Mr. HARTWIG. There would be a reduced amount of capacity, a 
drastically reduced amount of capacity in the marketplace. 

Senator MANCHIN. Doctor? 
Mr. MICHEL-KERJAN. No, I think there will still be some cov-

erage. The question is, at what price? 
Senator MANCHIN. We are going to have, and I think that both 

the Chairman and Ranking Member will say on the floor, with our 
full membership, some people will say, why should Government be 
involved? Does Government even need to be involved? And that is 
what we always—there is a place for Government, especially when 
it can shore up a market and improve the economy, the economic 
situation, without costing the taxpayers, and this is one, it seems 
to me, makes sense. But if I am missing something, please tell me. 

Mr. BESHAR. Senator Manchin, we agree powerfully with what 
you have said, that this has been a model program and that when 
Congress has reauthorized it in 2005 and 2007, they have made it 
better. They have modernized it. The recoupment——

Senator MANCHIN. Not been a burden on the taxpayers in any 
way, shape, or form that you can see? 

Mr. BESHAR. That is correct. 
Senator MANCHIN. We have not found any of that. If that is the 

case, if there is a profit to be made, why would the private sector 
not—I am being the devil’s advocate—why would you not let the 
private sector take it over? Why would the Government have to be 
involved, if it has been such a good program? 
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Mr. MICHEL-KERJAN. Well, let me say that right now, it is not 
just a Federal program. The first $27 billion would be paid by the 
private sector, and that is important to keep in mind. And for any 
event to cause $27 billion of injury losses will have to be a massive 
terrorist attack. So, it is not just a free fare program starting at 
zero dollars. That kicks in at $27 billion, which is very significant. 

Senator MANCHIN. OK. 
Mr. HARTWIG. And if I might add to that, in the absence of TRIA 

and we have a large-scale terrorist attack, the Government is going 
to be called to act. There are going to be——

Senator MANCHIN. Whether there is insurance or not——
Mr. HARTWIG. Right. Exactly. 
Senator MANCHIN.——the Government is going to step to the 

plate. 
Mr. HARTWIG. In the absence of insurance, I can guarantee you 

the Governors from the affected States will be here and will be ask-
ing for very, very large sums of money from the Federal Govern-
ment. 

Senator MANCHIN. So, any naysayers against this program——
Mr. HARTWIG. Right. 
Senator MANCHIN.——we are basically, you are going to pay me 

now or pay me later. 
Mr. HARTWIG. That is exactly the point, Senator, that one way 

or another, you could work with the private sector, who will inter-
nalize most of these losses under the vast majority of scenarios, in-
cluding the very large events that are nearly $30 billion, or nearly 
the entire burden could be placed on the Federal Government after 
the fact, and the Federal Government has, I might also add, has 
no means for effectively managing these types of claims. These 
claims will be managed in the private sector in an efficient man-
ner——

Senator MANCHIN. Let me just say this——
Mr. HARTWIG.——not only financed, but managed. 
Senator MANCHIN. They give us a little bit of time here, so I have 

got to be quick. 
The thing that would be—if we have a massive hit and a massive 

loss, under TRIA, still, the Government will be paid back eventu-
ally, correct? 

Mr. HARTWIG. Paid back and then some. 
Senator MANCHIN. A hundred-and-thirty-three. Right. If it goes 

away and the market does not pick it up and we have a massive 
hit, then it is basically out of the taxpayers’ pocket and no reim-
bursement whatsoever. 

Mr. HARTWIG. Correct. 
Senator MANCHIN. OK. Next of all, how long should this reau-

thorization be and should we include the Secretary of Homeland 
Security in the terrorism certification process? Should they be in-
volved in that? And how long should this one be that we are work-
ing on right now? 

Mr. BESHAR. Personally, I think it is a very sound idea to have 
the Secretary of Homeland Security as a participant, together with 
the Secretary of the Treasury, the Secretary of State, and the At-
torney General. Our view is that Congress has improved this pro-
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gram over time, and so you are trying to strike that balance be-
tween consistency and——

Senator MANCHIN. It has changed every time we have done it, 
so——

Mr. BESHAR.——so we advocate——
Senator MANCHIN.——we have not found the sweet spot yet. 
Mr. BESHAR. Indeed. We advocate a 10-year reauthorization. 
Senator MANCHIN. Ten year? 
Mr. BESHAR. Yes. 
Senator MANCHIN. Do all of you agree? 
Mr. HARTWIG. Certainly, a long-term renewal is what——
Senator MANCHIN. Well, that does not work well here. Give us 

a number, because——
[Laughter.] 
Mr. HARTWIG. Can I start with permanent? Is that—permanent 

would——
Senator MANCHIN. Permanent is probably a more appropriate 

way to go, then you go down to a 10-year minimum? 
Mr. HARTWIG. Right. 
Senator MANCHIN. Is that where you would be? You all think 10 

years should be the minimum we consider, right, so we do not——
[Witnesses nodding heads.] 
Senator MANCHIN. OK. Thank you. It is very interesting. 
Chairman JOHNSON. Senator Schumer. 
Senator SCHUMER. Thank you. Thank you, Mr. Chairman, Rank-

ing Member, witnesses, for holding this hearing. It is very impor-
tant, obviously, to the country and particularly to New York and 
very important to me, so I appreciate doing this way in advance, 
because we have got to make progress on this issue, even though 
the program does not expire until the end of 2014. 

As we all know, policies get written much more quickly than 
that, and if we wait until the last minute, there will be billions of 
dollars of real estate that does not go in the ground because people 
are uncertain whether they can get terrorism insurance or they are 
uncertain whether they can get a mortgage, so they are uncertain 
whether to plan a building, et cetera.

So, the sooner we do this, the better, and we are reminded by 
events near and far—the Boston Marathon bombings, brutal at-
tacks at the Westgate Mall in Nairobi—the threat of terrorism is 
ever with us. The idea that, well, 5 years after 9/11, we could forget 
about terrorism, everyone knows that is not true. Well, it goes 
hand-in-hand. We cannot forget about terrorism insurance, either, 
because the specter of terrorism can hurt economic growth and eco-
nomic growth is what we want. 

We know, for instance, the Kenyan mall massacre reminds us 
that Government buildings and skyscrapers in Manhattan or Los 
Angeles or Chicago are not the only potential targets. There are 
shopping malls and sports stadiums and factories and airports all 
over the country, all of which can be impacted if terrorism insur-
ance is not available. 

So, as a New Yorker, the rebuilding of downtown in the years fol-
lowing 9/11 has been nothing short of a miracle. It is a more vi-
brant neighborhood now than it was before 9/11, and in part, that 
is because of the TRIA program. And all those jobs that were cre-
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ated, homes that were created, wealth that was created, in part, is 
because of TRIA. So, I hope we will work with you, Mr. Chairman, 
and Ranking Member Crapo to extend the program as quickly as 
we can. 

So, here are my questions. First, Mr. Beshar, in your testimony 
and in Marsh’s report, you indicate that the average take-up rate 
for terrorism insurance is at least 53 percent in every region of the 
country, and, of course, much higher in certain regions. Take-up 
rates for several major industries—media, telecom, education, 
transportation—range from 66 percent to over 80 percent. How 
does that compare to most other types of insurance and what does 
this tell you? 

Mr. BESHAR. I think we have been surprised, Senator Schumer, 
at how strong the interest in this cover has been. We assumed, per-
haps like you, that it would be much more concentrated in the 
Northeast, but in fact, the rates in the West, as Senator Heller 
mentioned previously, have been very strong. Take-up rates for in-
stitutions like nonprofits and educational foundations have been 
much stronger than we would have anticipated. So, really, across 
the board, there is profound interest in this cover. 

You mentioned real estate developers. Many mortgage—many 
lenders require as part of providing a mortgage that there is ter-
rorism cover that the developer has obtained, and if TRIA is not 
available, the pricing for that cover, if it is available, will go up sig-
nificantly. 

Senator SCHUMER. Thank you. 
OK. You are all insurance and risk management experts to one 

degree or another, and if you had been asked last week to evaluate 
the risk of an attack on the Westgate Mall in Nairobi, would you 
have been able to evaluate it? And a related question. Is not one 
of the difficulties in making such determinations that the necessary 
information is difficult, in some cases impossible, for the private 
sector to obtain because it is classified national security informa-
tion that we would not want out there for the world to see? Who-
ever would like to take it. Dr. Hartwig. 

Mr. HARTWIG. Yes, sir. As a fellow New Yorker, I share with you 
the sentiments about the city. Every day on my way to work, I go 
past the Ground Zero site and I am reminded every day about the 
benefits of TRIA, believe me, in a very firsthand way, as Mr. 
Beshar’s company is, as well. 

But to answer your question directly, the likelihood of something 
like in the Westgate Mall in Nairobi, Kenya, happening here, 10 
years ago, basically, I said it was a matter of when, not if, it would 
happen. Thank God, it has not happened, something of that mag-
nitude. But we have had the Boston Marathon attack this year. 

It is also incorrect to say that the Boston Marathon is the only 
event, in some sense, that has occurred. We have been very lucky 
with interdiction, thank goodness, to the resources at the Federal 
level and at the State and in the city of New York itself. But there 
have been several plots. The only reason they did not actually hap-
pen was because of the ineptitude of the attacker himself, individ-
uals such as the Underwear Bomber, for example, the Shoe Bomb-
er, or an individual trying to blow up a bomb in Times Square. 

VerDate 0ct 09 2002 12:04 Oct 20, 2014 Jkt 000000 PO 00000 Frm 00025 Fmt 6633 Sfmt 6633 S:\DOCS\85985.TXT SHERYLB
A

N
K

I-
41

57
8D

S
A

 w
ith

 D
IS

T
IL

LE
R



22

So, the reality is that I still think it is a matter of when, not if, 
for a Westgate Mall-type incident here in the United States, and 
absolutely, it is very, very difficult to obtain information, certainly 
if you are an insurer, and it is even difficult for the country’s na-
tional security agencies to obtain this information. It is far more 
difficult for insurers to obtain this sort of information, which is in-
herently why it is difficult to model these sorts of events. 

Senator SCHUMER. Right. OK. 
Let me ask one final question, and this, again, can go to any of 

the witnesses who wishes, and it is my last one, with your permis-
sion, Mr. Chair. With many types of insurance, there are things the 
insured can do to reduce the risk of loss. Flood insurance, raise the 
level of your house or build a dune or a structure in front of your 
house. In the case of terrorism, what can commercial real estate 
developers or owners of malls or sports stadiums do to mitigate the 
potential risk of terrorist attack, and is it not one of the challenges 
here that terrorists will actively seek to overcome whatever de-
fenses that you have planned? Do you want to take that, Dr. 
Kerjan? 

Mr. MICHEL-KERJAN. Let me take it. You summarized this very 
well, what we are facing here. Whether it is flood or earthquake, 
we know what the engineering solution should be. Many people do 
not do it, but that is another issue. 

With terrorism, well, to take 9/11, it would have been very hard 
for any commercial entities in the World Trade Center Towers to 
do anything to prevent a commercial aircraft crash against the 
building. 

So, to your question, I think the answer is near to zero in terms 
of what can we do to prevent these attacks as a commercial entity. 
You can have more cameras. You can have more physical protec-
tion, and in New York afterwards, you see that happening. That is 
part of a broader national security response to the threat of ter-
rorism. But I think there are only a few things that a commercial 
entity can do, and if you move from New York to other parts of the 
country, and maybe at the lower level of revenue, many of these 
companies do not have the means to actually invest in protective 
measures, and even if they do, well-organized, informed terrorist 
organizations will just select the other target which is less pro-
tected. So it is a dynamic uncertainty, and I think that is very pe-
culiar to terrorism threats. 

Senator SCHUMER. Thank you, Mr. Chairman. 
Chairman JOHNSON. Thank you, again, for all of our witnesses 

for being here with us today. 
I look forward to working with all of my colleagues on the Com-

mittee to move a bill to extend the Terrorism Risk Insurance Act 
as soon as we can. 

This hearing is adjourned. 
[Whereupon, at 11:12 a.m., the hearing was adjourned.] 
[Prepared statements, responses to written questions, and addi-

tional material supplied for the record follow:]
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PREPARED STATEMENT OF SENATOR TIM JOHNSON 

Good morning, I call this hearing to order. 
Two weeks ago, we observed the 12th anniversary of the tragic September 11th 

terrorist attacks on our country. In the aftermath of the tragedy and after suffering 
steep losses, insurance companies stopped offering terrorism coverage as part of 
their commercial property policies. This had a destabilizing impact on various parts 
of our economy. 

Congress responded by creating the Terrorism Risk Insurance Program to provide 
a narrow and targeted Government backstop for this insurance coverage. The pro-
gram proved helpful, creating certainty for many businesses, including developers, 
construction companies, commercial lenders, as well as private insurance markets. 

The program has since been reauthorized by Congress twice. The last time, Con-
gress made very few changes and extended the program for 7 years. It is my hope 
that once again we will be able to find bipartisan consensus for the reauthorization 
of TRIA well before the program expires at the end of 2014. 

While a few may seek dramatic changes or even try to eliminate the program, we 
should remember that taxpayers have not lost any money on the program. The pro-
gram’s unique structure has fully protected taxpayers while promoting economic 
growth by preventing interruptions in insurance coverage and providing certainty 
for commercial property developers working on stadiums, universities, malls and 
other projects across the country. 

Today, we review the state of the terrorism risk insurance market, and I look for-
ward to hearing from our witnesses about how the current program has functioned 
and the ongoing need for the same limited Government backstop we already have 
in TRIA. 

With that, I turn to Ranking Member Crapo for his opening statement. 

PREPARED STATEMENT OF SENATOR ROBERT MENENDEZ 

Thank you, Mr. Chairman, for holding this hearing today on the critical issue of 
terrorism risk insurance. Although TRIA does not expire until next year, it is impor-
tant for this Committee to start working on reauthorization now, to give greater cer-
tainty to the market as insurance policies start coming up for renewal. 

Congress first enacted the Terrorism Risk Insurance Act in 2002, when, after the 
terrorist attacks of September 11, 2001, we saw a total breakdown in the market 
for insurance against terrorism risk. Many insurers stopped offering coverage en-
tirely or made it available only at very high costs. Businesses, as a result, faced the 
prospect of dramatically higher costs or an inability to get financing to invest, create 
jobs, and build new facilities. Congress responded by enacting TRIA, which provides 
a limited Federal reinsurance backstop that restored market functionality, and since 
then we have twice extended the program. 

In my State of New Jersey, we are acutely aware of the challenges that TRIA ad-
dresses. The very things that make us strong economically and enrich our lives cul-
turally also make us most vulnerable. In just a two-mile stretch of my State, we 
have the largest container port on the East Coast, one of the busiest airports in the 
country, rail lines that carry hundreds of thousands of people back and forth to 
work every day, and critical industrial infrastructure. Not to mention high popu-
lation density, important cultural centers and landmarks, and major highways. 

New Jersey is an example, but the problem is national, and affects economic and 
cultural centers and infrastructure in every State. So I am pleased that the Com-
mittee is starting the work of reauthorization and I look forward to hearing from 
our witnesses today. 

PREPARED STATEMENT OF SENATOR MARK R. WARNER 

The Terrorism Risk Insurance Act expires at the end of 2014. As someone who 
is passionate about infrastructure investment and rebuilding our economy, I care 
deeply about the reauthorization of this program. 

Some of our colleagues in the House would like to let TRIA expire. They view the 
program as an ‘‘inappropriate’’ Government subsidy. Never mind the facts, which 
are that not one dime of taxpayer money has been lost through this program since 
its inception. 

Next, they assert that the insurance industry can adequately cover losses from 
terrorism. This ignores a stark reality demonstrated by the insurance industry in 
the aftermath of 9/11, which immediately refused to write new policies covering ter-
rorist acts. Such a situation is not surprising—unlike for natural disasters, where 
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the industry is aided by meteorological data and historical analysis, it is impossible 
to predict terrorism. Insurance companies certainly do not have access to informa-
tion our intelligence agencies possess. 

Some critics see TRIA as a subsidy for New York City. Unfortunately, as the 
events of last April’s Boston marathon tragically demonstrated, terrorism can strike 
anywhere in our Nation. An expiration of TRIA will leave landmarks in every State 
of the country vulnerable. Each senator represents major commercial real estate de-
velopments, sports arenas, entertainment plazas, and college campuses that are po-
tential targets. It would be a disaster to leave our States’ facilities without coverage. 

Without reauthorization the country risks a freeze in commercial real estate de-
velopment, as insurers will be unable to appropriately price risk and may thus exit 
the market. It will also impede our Nation’s nascent economic recovery by creating 
uncertainty. 

Commercial leases and construction projects depend on having appropriate insur-
ance coverage. To avoid additional uncertainty, I believe we should reauthorize 
TRIA on a long-term basis. 

I thank Chairman Johnson and Ranking Member Crapo for holding this critical 
hearing, and I look forward to working with them both to move legislation expedi-
tiously.
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RESPONSE TO WRITTEN QUESTIONS OF SENATOR MARK KIRK 
FROM PETER J. BESHAR 

Q.1. Members of the property and casualty (P&C) insurance indus-
try range widely in size and scope. Some of the largest insurers 
note the $100 million minimum could be increased as one means 
of increasing private capital standing in front of the Government. 
They make similar remarks about the deductible. The concern 
raised about this prospect, however, is that it would preclude many 
of the smaller insurance providers from offering terrorism risk in-
surance. Is there a way to ensure that smaller insurance companies 
are able to continue to offer terrorism insurance while also increas-
ing either the $100 million threshold or increasing deductibles?
A.1. Did not respond by publication deadline.
Q.2. Are there ways to fine-tune the TRIA program to better serve 
the marketplace and help with pricing? Particularly, would it be 
appropriate to apply different risk profiles to the different covered 
lines under the program? Do all cover covered lines present the 
same potential exposure and are all the currently covered lines nec-
essary for such a backstop?
A.2. Did not respond by publication deadline.
Q.3. I understand the complexity and the differences between try-
ing to price terrorism risk compared with most other kinds of risks. 
Litigation, medical considerations, and employer issues can stretch 
out for years, and can be quite costly to the parties involved—a 
great example of this being worker’s compensation policies, which 
are covered in a terrorism event and often dwarf other claims, such 
as those for infrastructure. Would differentiating and requiring in-
surance companies to cover specific lines of risks or to allow for dif-
ferent deductibles for different product lines seem feasible? Why or 
why not? Could the program that differentiates between risk pro-
files allow a lower deductible for higher risk profiles and higher 
deductibles for more manageable risk?
A.3. Did not respond by publication deadline.
Q.4. Is there increased capacity of reinsurers in the marketplace 
and if so, why is the increased capacity of reinsurers not being 
used for terrorism risk? What has your research shown with regard 
to the reinsurance market? What about a risk transfer mechanism 
to the capital markets (i.e., such as terrorism bonds?).
A.4. Did not respond by publication deadline. 

RESPONSE TO WRITTEN QUESTIONS OF SENATOR MARK KIRK 
FROM ERWANN O. MICHEL–KERJAN 

Q.1. Across most other Federal insurance programs we see the 
Government’s inability to correctly price risk. In most cir-
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cumstances of insurance, I would much prefer to see the private 
market model, price, and assume risk. Can you explain why the 
private market has been unable to effectively model and price ter-
rorism risk since the September 11th terrorist attacks?
A.1. Did not respond by publication deadline.
Q.2. In the wake of September 11th, the Federal Government took 
considerable measures to better understand and prevent terrorist 
attacks. I know that private industry has also worked to better un-
derstand the risks associated with terrorism and how to measure 
and price that risk. What advances has the private market made 
in its ability to price this risk? What is the state of the capital mar-
kets for terrorism risk?
A.2. Did not respond by publication deadline.
Q.3. Are there ways to fine-tune the TRIA program to better serve 
the marketplace and help with pricing? Particularly, would it be 
appropriate to apply different risk profiles to the different covered 
lines under the program? Do all cover covered lines present the 
same potential exposure and are all the currently covered lines nec-
essary for such a backstop?
A.3. Did not respond by publication deadline.
Q.4. I understand the complexity and the differences between try-
ing to price terrorism risk compared with most other kinds of risks. 
Litigation, medical considerations, and employer issues can stretch 
out for years, and can be quite costly to the parties involved—a 
great example of this being worker’s compensation policies, which 
are covered in a terrorism event and often dwarf other claims, such 
as those for infrastructure. Would differentiating and requiring in-
surance companies to cover specific lines of risks or to allow for dif-
ferent deductibles for different product lines seem feasible? Why or 
why not? Could the program that differentiates between risk pro-
files allow a lower deductible for higher risk profiles and higher 
deductibles for more manageable risk?
A.4. Did not respond by publication deadline.
Q.5. Is there increased capacity of reinsurers in the marketplace 
and if so, why is the increased capacity of reinsurers not being 
used for terrorism risk? What has your research shown with regard 
to the reinsurance market? What about a risk transfer mechanism 
to the capital markets (i.e., such as terrorism bonds?).
A.5. Did not respond by publication deadline. 

RESPONSE TO WRITTEN QUESTIONS OF SENATOR MARK KIRK 
FROM ROBERT P. HARTWIG 

Q.1. In the wake of September 11th, the Federal Government took 
considerable measures to better understand and prevent terrorist 
attacks. I know that private industry has also worked to better un-
derstand the risks associated with terrorism and how to measure 
and price that risk. What advances has the private market made 
in its ability to price this risk? What is the state of the capital mar-
kets for terrorism risk?
A.1. Did not respond by publication deadline.
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Q.2. Members of the property and casualty (P&C) insurance indus-
try range widely in size and scope. Some of the largest insurers 
note the $100 million minimum could be increased as one means 
of increasing private capital standing in front of the Government. 
They make similar remarks about the deductible. The concern 
raised about this prospect, however, is that it would preclude many 
of the smaller insurance providers from offering terrorism risk in-
surance. Is there a way to ensure that smaller insurance companies 
are able to continue to offer terrorism insurance while also increas-
ing either the $100 million threshold or increasing deductibles?
A.2. Did not respond by publication deadline.
Q.3. Are there ways to fine-tune the TRIA program to better serve 
the marketplace and help with pricing? Particularly, would it be 
appropriate to apply different risk profiles to the different covered 
lines under the program? Do all cover covered lines present the 
same potential exposure and are all the currently covered lines nec-
essary for such a backstop?
A.3. Did not respond by publication deadline.
Q.4. I understand the complexity and the differences between try-
ing to price terrorism risk compared with most other kinds of risks. 
Litigation, medical considerations, and employer issues can stretch 
out for years, and can be quite costly to the parties involved—a 
great example of this being worker’s compensation policies, which 
are covered in a terrorism event and often dwarf other claims, such 
as those for infrastructure. Would differentiating and requiring in-
surance companies to cover specific lines of risks or to allow for dif-
ferent deductibles for different product lines seem feasible? Why or 
why not? Could the program that differentiates between risk pro-
files allow a lower deductible for higher risk profiles and higher 
deductibles for more manageable risk?
A.4. Did not respond by publication deadline.
Q.5. Is there increased capacity of reinsurers in the marketplace 
and if so, why is the increased capacity of reinsurers not being 
used for terrorism risk? What has your research shown with regard 
to the reinsurance market? What about a risk transfer mechanism 
to the capital markets (i.e., such as terrorism bonds?).
A.5. Did not respond by publication deadline.
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ADDITIONAL MATERIAL SUPPLIED FOR THE RECORD 

PREPARED STATEMENT OF BENJAMIN M. LAWSKY
SUPERINTENDENT OF FINANCIAL SERVICES, NEW YORK STATE

SEPTEMBER 25, 2013

I would like to thank Chairman Johnson, Ranking Member Crapo, and Senator 
Schumer for the opportunity to submit comments on the importance of reauthorizing 
the Terrorism Risk Insurance Act (TRIA). I would also like—in particular—to recog-
nize Senator Schumer for his leadership on this issue, which is so vital to his con-
stituents in New York. 

Reauthorizing TRIA is critical to the health our Nation’s economy. If Congress 
fails to act, it would cause significant disruptions in the insurance market and for 
the broader business community. In addition, it could jeopardize a number of impor-
tant construction projects and the jobs that come with them—not only in New York, 
but across the country. 

As the Superintendent of Financial Services at the New York State Department 
of Financial Services, I can attest to the fact that we in New York are unfortunately 
all too well acquainted with the risk of terrorism. Not only did our State endure 
the horror of 9/11, but we also experienced the truck bomb that in 1993 exploded 
at the World Trade Center and, more recently, saw the foiling of a 2010 plot to ex-
plode a bomb in Times Square. Of course, as the 1,776-foot-tall Freedom Tower and 
all the rebuilding around it shows, New Yorkers are incredibly resilient and enter-
prising. 

That post-9/11 rebuilding is still in progress 12 years later, though, demonstrates 
how exceedingly costly, complicated, and time-consuming it can be to recover from 
acts of terrorism. And given that the possibility of terrorist acts in this country will 
always remain a reality, builders of large and iconic structures depend on terrorism 
insurance. TRIA ensures the availability and relative affordability of terrorism in-
surance coverage. 

No one can forecast the frequency or severity of terrorist attacks from past experi-
ence. This fact means that it is actuarially infeasible to price accurately for ter-
rorism coverage. For that reason, the United States and 22 other countries have im-
plemented some form of public-private partnership for insuring against terrorism 
risk. 

Because an insurer under New York law cannot exclude coverage for the risk of 
terrorism from a commercial property/casualty policy, the only way for an insurer 
to moderate its terrorism risk, absent TRIA, is to decline to insure property alto-
gether. If Congress fails to reauthorize TRIA, insurance capacity in the market 
would dry up, which would be devastating to businesses with higher levels of ter-
rorism risk, such as commercial construction companies. 

The consequences of a constricted market for commercial property/casualty insur-
ance would be grave. Businesses that could not find or afford sufficient coverage 
would have to self-insure against property damage and liability, and banks would 
refuse to make construction loans to builders that carried insufficient levels of prop-
erty/casualty insurance. Rebuilding from the destruction of 9/11 and, more recently, 
from Superstorm Sandy, would grind to a halt for those without coverage. 

TRIA’s impacts are not limited to property risk alone. Because workers compensa-
tion coverage by law cannot be capped, an insurer writing such risk without the 
kind of protection afforded by TRIA faces unquantifiable liability if a business with 
a significant number of employees were to suffer significant injuries and/or loss of 
life. In fact, the uncertainty about whether TRIA will be reauthorized already is af-
fecting the appetite of insurers to write workers compensation insurance beyond De-
cember 31, 2014, the date by which TRIA currently is set to expire. 

Simply put, TRIA provides a critical backstop that encourages insurance compa-
nies to underwrite terrorism risk responsibly, and makes it possible for carriers to 
offer terrorism coverage that is relatively affordable for businesses. And unlike other 
Federal disaster assistance programs like the National Flood Insurance Program, 
Federal support under TRIA only kicks in once a certified act of terrorism has 
caused insurers, in the aggregate, to pay losses in excess of a threshold amount and 
to pay additional losses to the extent of a deductible equaling a percentage of their 
premiums written. The TRIA program then covers a percentage of losses (insurers 
cover the remainder), and only then up to a capped amount. This sophisticated 
structure is a prudent public-private solution that brings certainty to the market-
place for a difficult-to-quantify risk. 

To help ensure that the insurance marketplace operates in an efficient and afford-
able fashion, we urge Congress not only to reauthorize TRIA, but to make it perma-
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nent. Doing so will avoid the market upheaval that occurred in the past when 
TRIA’s prior expiration dates approached, and provide the certainty that insurers 
and businesses need in this post-9/11 world. 

AMERICAN HOTEL & LODGING ASSOCIATION 
Washington, DC 20005, September 24, 2013

Hon. TIM JOHNSON 
Chairman 
Senate Committee on Banking, Housing, and Urban Affairs 
Washington, DC.
Hon. MICHAEL CRAPO 
Ranking Member 
Senate Committee on Banking, Housing, and Urban Affairs 
Washington, DC.
Dear Chairman Johnson and Ranking Member Crapo:

The American Hotel & Lodging Association applauds the leadership of the Senate 
Banking Committee in holding hearings to consider the Terrorism Risk Insurance 
Program Reauthorization Act of 2007 (TRIPRA). The lodging industry calls on Con-
gress to act quickly to continue this important private/public partnership. 

AH&LA is a 100-year-old association of State and city partner lodging associa-
tions throughout the United States with some 10,000 property members nationwide. 
We represent more than 4.9 million guest rooms and over 1.8 million employees in 
the United States. AH&LA’s membership ranges from the smallest independent 
properties to the largest convention hotels. 

Without TRIPRA, the lodging industry will face substantial difficulty in obtaining 
terrorism risk coverage which is often required for securing loans for development 
projects. The Terrorism Risk Insurance Act (TRIA) was enacted in the months fol-
lowing the September 11, 2001 attacks and provides a Federal plan for economic 
continuity and recovery in the event of another severe terrorist attack against the 
United States. TRIPRA ensures a market exists for businesses to secure terrorist 
risk coverage often required under the terms of bank loans. Importantly, TRIPRA 
protects American taxpayers as the program mandates that ‘‘first dollar losses’’ be 
paid by insurers and policy holders and is only triggered in the event of a major 
event and after individual insurer loss thresholds are met. In addition, the program 
has operated virtually cost-free to the taxpayer since being enacted. 

The lodging industry has seen no evidence that the terrorism risk market is pre-
pared to provide coverage without the private/public partnership TRIPRA provides. 
TRIPRA has allowed for terrorism coverage prices to stabilize and adequate cov-
erage to be secured with minimal risk to taxpayers. Our members will soon begin 
to see renewal notices with exclusion clauses if TRIPRA is not renewed by Congress. 

AH&LA applauds your efforts to extend this vital program and calls on Congress 
to act quickly. 

Thank you for your consideration of our views.
Sincerely,

KATHERINE G. LUGA, 
President and CEO

Cc: Members of Senate Banking, Housing, and Urban Affairs Committee
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