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THE REAUTHORIZATION OF THE TERRORISM
RISK INSURANCE ACT OF 2002

Wednesday, September 17, 2025

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING AND INSURANCE,
COMMITTEE ON FINANCIAL SERVICES
Washington, DC.

The subcommittee met, pursuant to notice, at 10:01 a.m., in room
2128, Rayburn House Office Building, Hon. Mike Flood [chairman
of the subcommittee] presiding.

Present: Representatives Flood, Rose, Timmons, Garbarino,
Lawler, De La Cruz, Downing, Cleaver, Velazquez, Tlaib, Pressley,
Torres, Garcia, Williams of Georgia, and Bynum.

Also present: Representatives Hill, and Waters.

Chairman FrLooD. The subcommittee on Housing and Insurance
will come to order. Without objection, this chair is authorized to de-
clare a recess of the committee at any time.

This hearing is titled, “The Reauthorization of the Terrorism
Risk Insurance Act of 2002.”

Without objection, all members will have 5 legislative days with-
in which to submit extraneous materials to the chair for inclusion
in the record.

At this time, I would like to recognize myself for 4 minutes for
an opening statement.

OPENING STATEMENT OF HON. MIKE FLOOD, CHAIRMAN OF
THE SUBCOMMITTEE ON HOUSING AND INSURANCE, A U.S.
REPRESENTATIVE FROM NEBRASKA

I would like to, first of all, thank all of our witnesses for being
with us today, and I very much look forward to hearing your testi-
mony on the Terrorism Risk Insurance Program. This program was
created in the aftermath of tragedy.

After the events of September 11, 2001, the risk of terrorism sud-
denly became an all-too-real situation for many Americans. On that
terrible day, the unthinkable happened and the world forever
changed.

After the terrorist attacks of September 11th, terrorism risk,
which was previously something that had been incorporated di-
rectly into the underwriting of commercial property and casualty
insurance, seemed like a risk far too remote and difficult to quan-
tify and underwrite. As a result, the Federal Government stepped
in with what was initially proposed as a temporary Federal rein-
surance program.
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The Terrorism Risk Insurance Program was created in November
2002, and it has since been reauthorized four times in 2005, 2007,
2015, and, again, in 2019. The next expiration of Terrorism Risk
Program is at the end of 2027. That may seem distant, but the re-
ality is that terrorism risk contracts typically extend for 1 year.

As we approach 2026, it makes sense to begin conversations on
what a Terrorism Risk Insurance Act (TRIA) reauthorization
should look like and for members of the subcommittee, this hearing
is the first step in the reauthorization process, and an opportunity
to learn more about the Terrorism Risk Insurance Program.

We need to know how the program has changed over time, what
the program does well, where it can be improved as we begin con-
sidering reauthorization.

I have two priorities on this issue. Number one is to work quickly
to provide the certainty required for insurers and insureds to con-
tinue providing terrorism risk insurance, and at a reasonable cost;
and two, to ensure that we work to mitigate taxpayers’ exposure
to this program.

Since the Terrorism Risk Program was created in 2002, we have
been fortunate, knock on wood, there has never been a certified act
of terrorism by the Department of Treasury, nor have there been
events that would have reached the Terrorism Risk Insurance Pro-
gram’s financial trigger. We, of course, hope that no future events
ever, ever occur that would trigger that. However, TRIA’s value is
not just in direct responses to terrorism events. The program
makes it easier to have an operating market where entities can
purchase insurance that covers terrorism risk, and a well-func-
tioning insurance market makes it possible for all entities, and en-
tities of all kinds to purchase insurance against terrorism risks.

The Terrorism Risk Insurance Program helps our economy
bounce back in the event of an attack, and it provides market sta-
bility and peace of mind in the interim.

So I look forward to hearing from our expert panel today and we
are going to talk about terrorism risk insurance all morning. With
that, I yield back.

I now recognize the ranking member of the subcommittee, Mr.
Cleaver, for 4 minutes for an opening statement.

OPENING STATEMENT OF HON. EMANUEL CLEAVER, RANKING
MEMBER OF THE SUBCOMMITTEE ON HOUSING AND INSUR-
ANCE, A U.S. REPRESENTATIVE FROM MISSOURI

Mr. CLEAVER. Thank you, Mr. Chairman, for holding this impor-
tant hearing on the reauthorization of the Terrorism Risk Insur-
ance Program, also known as TRIA.

I will, for the rest of my life, remember where I was at the very
moment that the report came through on what happened in New
York. I was watching Katie Couric, who is no longer a TV reporter,
sayil?g: Something seems to have flown into a building here in New
York.

The terrorist attack on September 11, 2001, devastated U.S. citi-
zens, households and businesses. As a direct result of the unfore-
seen and unexpected level of covered losses, insurers began to ex-
plicitly exclude terrorism coverage in commercial property casualty
insurance policies.
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Additionally, due to State laws prohibiting the exclusion of indi-
vidual risk elements from workers’ compensation insurance, the po-
tential for enormous liability created a crisis that impacted employ-
ers across the Nation.

In response, Congress passed, and the President signed, TRIA
into law to stabilize the market for terrorism risk insurance. Since
that time, Congress has been able to come together and reauthorize
the program four more times, most recently in 2019. Many mem-
bers were not on the committee during those reauthorizations, and
I hope this hearing is educational on the value and elements of the
program.

The threat of a terrorist attack on the homeland has not sub-
sided. According to the 2025 annual threat assessment from the Of-
fice of the Director of National Intelligence, he writes, and I quote,
a diverse set of foreign actors are targeting the U.S. health and
safety, critical infrastructure, industry’s wealth and government.
The Department of Homeland Security, Office of Intelligence and
Analysis, 2025 homeland threat assessment states, “Foreign ter-
rorist organizations, FTOs, and their supporters will maintain their
enduring intent to conduct or inspire attacks here in the home-
land.”

The threat of terrorism impacts the entire Nation, including my
home district in the Midwest and I am glad that Congress has been
able to historically work in a bipartisan way on this program.

Last Friday I sat down with the insurance industry, many of
which—some of whom are testifying here today, to discuss prior-
ities for TRIA reauthorization. I heard unanimous agreement on
the need for early and long-term reauthorization. What I did not
hear was any questions about the value of the program.

As the Treasury has affirmed, TRIA is effective in making ter-
rorism risk insurance available and affordable in the insurance
marketplace. I also heard that the uncertainty surrounding the
program has begun to restrict access to coverage for 2008 and be-
yond. Early action well before the 2027 sunset of TRIA must be
taken to avoid market uncertainty.

Thank you, Mr. Chairman, and I look forward to working with
you and Chairman Hill and Ranking Member Waters on this effort.
I yield back.

Chairman FLoOOD. Thank you, Mr. Cleaver. We now recognize the
chairman of the full Financial Services Committee, Mr. Hill from
Arkansas, for 1 minute for an opening statement.

Chairman HiLL. Thank you, Chairman Flood. Today we will dis-
cuss the functions of the Terrorism Risk Insurance Act of 2002, or
TRIA, and hear from industry professionals on the current oper-
ations and the future ideas for the program. Thank you for sharing
your expertise with us today.

Congress is often criticized for not always being out in front on
a topic. Here we are, TRIA expires in 2027, and I appreciate Chair-
man Flood and Ranking Member Cleaver stepping out. Let us get
out in front of this, let us think it through very carefully and get
the reauthorization completed before the expiration.

The program has certainly helped foster stability in the face of
uncertainty allowing our economy to grow while safeguarding citi-
zens from that existential risk posed by potential terrorist attack.
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I thank Mr. Flood for his work on this. I look forward to the dis-
cussion of the committee, and I yield back.

Chairman FLOOD. Thank you, Mr. Chairman. Today we welcome
the testimony of Mr. Baird Webel, a specialist in financial econom-
ics at the congressional Research Service; Mrs. Elizabeth Heck,
Chairman, President, and CEO of the Greater New York Insurance
Companies here on behalf of the National Association of Mutual In-
surance Companies; Ms. Michelle Sartain, President of Marsh US
and Canada; Mr. Jason Schupp, founder and managing member of
Centers for Better Insurance, LLC; and Mr. Andrew Mais, Commis-
sioner of the Connecticut Insurance Department, here on behalf of
the National Association of Insurance Commissioners.

We thank each of you for taking the time to be here. Each of you
will be recognized for 5 minutes to give an oral presentation of your
testimony. Without objection, your written statements will be made
part of the record.

Mr. Webel, you are now recognized for 5 minutes for your oral
remarks.

STATEMENT OF BAIRD WEBEL, SPECIALIST IN FINANCIAL
ECONOMICS, CONGRESSIONAL RESEARCH SERVICE (CRS)

Mr. WEBEL. Thank you, Mr. Chairman, and ranking member and
members of the subcommittee for having me here to testify today.

As the chairman said, my name is Baird Webel. I am at the Con-
gressional Research Service. Before I go deep into my testimony,
especially for people who are listening, I would just like to make
clear who CRS is. We are a division of the Library of Congress. We
provide nonpartisan objective research and analysis, and we do not
take positions on legislation or policy proposals before Congress.

I have been in this role at CRS covering non-health insurance
issues since 2003, so I have been a participant in some way in all
of the TRIA reauthorizations to this point.

I would just like to give the committee a little bit of a back-
ground and overview on the reauthorizations in the past and what
the program does at this point.

So TRIA is a reinsurance program. The approximately $60 billion
in damages in the 9/11 attack shocked both the primary and rein-
surance industries, which pulled back. The Congress at the time
decided to create a temporary 3-year program that stood in the
background of the insurance system.

So unlike, say, the National Flood Insurance Program, this does
not provide terrorism insurance directly to commercial businesses
that might be seeking it. It sits in the background where the reg-
ular commercial insurers are required to offer the terrorism insur-
ance. Policyholders are not necessarily required to purchase it. In
the event of a terrorist attack, the Federal Government would step
in to share losses after the fact.

This system has a lot of advantages, particularly in the sense
that it has kept the administration of the TRIA program pretty
lean over the years. Other than the handful of people at Treasury
that act to administer it, there have been no particular outlays in
the program because you have not, thank God, had a terrorist at-
tack that met the thresholds.
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What are these thresholds in the program? There is a program
trigger that is currently set at $200 million in aggregate annual
losses. So until we had $200 million in terrorism losses in a year,
money would not flow out of the Treasury to cover the losses.

There is a 20 percent individual insurer deductible based on each
insurer’s earned premiums from the year before. So each of the in-
surers would have to cover this 20 percent amount of losses, again,
before they would receive any assistance from the Treasury and
there is essentially an 80/20 copay. So as losses go up above those
thresholds, the Treasury covers 80 percent, but the private insurers
continue to cover 20 percent of the losses.

Through the life of the program, those thresholds have all been
adjusted and been adjusted in ways to increase the private sector’s
participation in terrorism risk. So even though at the beginning, it
was thought that the 3-year program would be enough to eventu-
ally let the program go away and have the private sector cover all
of the risk, the conclusion over the years has been that this is not
going to—this is not going to happen, but we have increased the
private sector participation in other ways than saying, okay, pri-
vate sector, you are now taking all of the risk.

A couple other thresholds that are in the law that have not been
adjusted over time. There is a $5 million single event certification
threshold. So before Treasury can certify that an event is an act
of terrorism, it must result in $5 million in losses. I know there has
been a little bit of industry question and confusion over this, this
figure and exactly how the certification process might take place.

There is also a $100—on the other end of the program there is
a $100 billion threshold such that above a $100 billion there is no
Federal coverage, and the private sector is not required to cover an
event of that size. As I said, both of those thresholds have stayed
the same since 2002.

The final aspect of the program, which is a little unusual, espe-
cially for an insurance situation where normally people pay pre-
miums upfront, is instead of upfront premiums, you have an after-
the-event recoupment provision, so that in the years following a
terrorist attack—again, there are various thresholds in exactly how
this would work—but you would have recoupment of the Federal
share of the losses and this is a broad-based measure that would
basically apply to pretty much the entire commercial property and
casualty industry after the fact.

Over the years there has been sort of, I would say, so three dif-
ferent levels of questions about the reauthorizations. The first is,
do we need this program at all? Do we reauthorize this? Or do we
let it go back to the private sector?

The second question has been, are we going to keep the program
approximately the same, but adjust various of these thresholds in
it?

The third, I think, is a broader one of should the program be
doing more and cover more aspects

Chairman FLOOD. The gentleman’s time has expired.

Mr. WEBEL. I will be happy to answer questions on any of that.

[The prepared statement of Mr. Webel follows:]
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Mr. Chairman, Ranking Member, and Members of the subcommittee, thank vou for the opportunity to
testify before yvou today. My name is Baird Webel. I am a Specialist in Financial Economics at the
Congressional Research Service (CRS) focusing on non-health insurance issues including terrorism risk
insurance. | have been in this role at CRS since 2003 and have covered the previous reauthorizations of
the Terrorism Risk Insurance Act (TRIA). CRS’s role is to provide objective, nonpartisan research and
analysis to Congress. CRS takes no position on the desirability of any specific policy. Any arguments
presented in my written and oral testimony are for the purposes of informing Congress, not to advocate
for a particular policy outcome.

My testimony today will begin with a brief introduction and overview of how the Terrorism Risk
Insurance Act program (TRIP) would work as well as the state of the market for terrorism risk insurance.
Following this is a discussion of significant policy concerns from past reauthorizations that may inform
the current debate. It concludes with a side-by-side comparison of previously enacted terrorism insurance
law.!

Introduction

Prior to the September 11, 2001, terrorist attacks, commercial insurance policies typically covered
terrorism losses as they would other perils and without additional cost to the policvholders. The 9/11
attacks were a shock to the overall economy and particularly to the insurance industry. The insured losses
on all insurance lines from the attacks were approximately $60 billion in current dollars, an amount well
above the costliest natural disasters that had occurred at the time in the United States and approximately
four times the combined property insurance losses on the rest of the 20 largest terrorist attacks.*

When facing large, unexpected losses, insurers (and reinsurers’) often reduce coverage and increase
insurance prices. Immediately following September 2001, insurance against terrorism risk became
difficult to find at nearly any price. Some observers feared that a lack of insurance against terrorism loss
would have a wide economic impact, particularly because insurance coverage can be a significant factor
in lending decisions.

Responding to the insurance market disruptions and fearing a wider ecconomic impact in a weakened
national economy, Congress passed TRIA (P.L. 107-297), which created a temporary government
reinsurance program sharing in terrorism losses to calm insurance markets and give the insurance industry
time to gather the data and create the structures and capacity necessary for private insurance to cover
terrorism risk. Although explicitly created as a three-year program expiring in 2005, the TRIP has been
extended several times. It is currently set to expire at the end of 2027.

TRIA did (and does) not cover terrorism losses directly but instead reimburses private insurers for a
portion of what they pay insureds for terrorism losses. How much is to be covered by the government
reinsurance depends on a set of parameters in the program. including a minimum event size as well as
both aggregate and individual insurer loss levels. TRIA does not require premiums to be paid by private
insurers for the government reinsurance coverage. However. the act does require insurers to offer
commercial insurance for terrorism risk, known typically as the “make available™ provision. The act also

! While my testimony is substantially based on my previous work at CRS, I have also particularly relied on data and analyses
from the Congressional Budget Office and the Department of the Treasury and thank them for assistance over vears in addressing
isstes surrounding TRIA,

* Statistics from the | Infi ion Insti “Facts + Statistics: 1.8, catastrophes,” hitps://www.iii.org/fact-statistic/facts-
statistics-us-catastrophes. and “Terrorism,” https:/fwww.iiLorg/publications/triple-i-i e-facts/l /i I
catastrophes-by-peril/terrorism.

* Reinsurance is often termed “insurance for insurance companies” and is risk sharing among i companies, st

provided by companies specializing in reinsurance.
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provides that the government recoup some or all federal pavments under the act from insurers in the vears
following government coverage of insurer losses. TRIA is limited to commercial property and casualty
insurance—that is, insurance covering businesses.* It does not cover losses in health or life insurance or
losses in personal property lines, such as homeowners insurance.

Following TRIA’s enactment, terrorism insurance became widely available and largely affordable, and the
insurance industry greatly expanded its financial capacity. There has been, however, little apparent
success in developing a longer-term private solution, and fears have persisted about the economic
consequences if terrorism insurance were not available. No attack has been certified under the act, and no
federal payments have been made from the program.

How Would the TRIA Program Work?

In the aftermath of a terrorist attack. the first step would be for private insurers to pay claims under
whatever terms are in place in the existing policies. Insurers would submit to the Treasury Department for
partial reimbursement of these claims. For reimbursements under TRIA to occur, the Secretary of the
Treasury must certify the attack, including that the single attack caused more than 85 million in losses.
Next, the total aggregate annual terrorism losses must surpass the program trigger of $200 million. After
these industry-wide thresholds are met, each individual insurer is responsible for a deductible equal to
20% of its premiums on TRIA-¢ligible lines of insurance. The Treasury would then reimburse the
insurers 80% of their losses from terrorist attacks above this deductible. If total insured losses go above
$100 billion, there is no further federal reimbursement, and insurers are not responsible to pay losses
under the policies that are in place.

Figure 1 below shows a graphical representation of coverage under the current TRIA program. The
precise level of aggregate insured losses where government coverage would begin is uncertain, as it
would depend on how the losses are distributed among insurance companies and thus what exactly the
sum of the 20% company deductibles would be. The amount shown is the sum of all the insurance
companies” deductibles—the maximum amount the figure could be—which currently totals $63 billion.
In an actual attack, however, it is nearly impossible for all insurers to be impacted, as many smaller
insurers cover geographically separate areas, and government pavments are likely to begin occurring well
under the $63 billion amount shown,

4 Property and casualty insurance is one of the broader industry categories, typically contrasted to life and health insurance. The
act does exclude some property and casualty msurance lines, including lical malpractice, ial auto, burglary and theft,
surety, professional liability, and farm owners multiple peril.
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Figure |.Initial Loss Sharing Under the Current TRIA Program

> §100 billion: No federal assi: or private |

$100 billion

563 billion
{maximurm)
$200 million
< $200 million: No federal assistance
55 million
< 55 million: Non-certified

Source: Congressional Research Service, adapted from Congressional Budget Office, Federal Reinsurance for Terrorism
Risks: Issues in Reauthorization, August |, 2007, p. 12.

Notes: Aggregate of all individual insurer deductibles totaled approximately $63 billion in 2024, according to Department
of the Treasury data and CRS caleulations. Loss sharing is likely to begin well under this amount, as the distribution of
terrorism losses is unlikely to be equally spread among insurers. For context, the insured damages from the 9/11 attacks
adjusted to 2025 are approximately $60 billion.

What Would Happen Afterwards?

In the vears following the attack. the recoupment provisions in TRIA would take effect. The Treasury
Secretary would be required to recoup some or all of the reimbursements to specific insurers by placing a
premium surcharge on all the insurers offering commercial property and casualty insurance covered by
TRIA. (This surcharge may vary for different lines of insurance and different geographic areas.)

Mandatory recoupment is required to be completed by 2029 and would be equal to 140% of the difference
between the aggregate retention amount and the total amount of insured losses that were not reimbursed
by the government. The aggregate retention amount for a calendar vear is based on aggregate premiums
for the previous three years. For 2025, it is the lesser of approximately $33 .3 billion and the total amount
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of insured losses. The Secretary has the authority to extend recoupment to include all losses reimbursed
by the government, but this discretionary premium surcharge may not exceed 3%.

The combination of the thresholds in law and the recoupment provisions means that, in general terms, if a
terrorist attack occurs, the insurance industry covers the entire amount for relatively small losses. For a
medium-size loss, the government assists insurers initiallv but is then required to recoup the pavments it
made to insurers through a broad levy on insurance policies afterward—the federal role is to spread the
losses over time and over the entire insurance industry and insurance policvholders. As the size of losses
grows larger, the federal government covers more of the losses without this mandatory recoupment.
Ultimately, for the largest losses, the government is not required to recoup the payments it has made,
although discretionary recoupment remains possible. The precise dollar values where losses cross these
small, medium, and large thresholds are uncertain and will depend on how the losses are distributed
among insurers,

TRIA Extensions

Congress has passed four extensions to the TRIA program, in 2005 (P.L. 109-144), 2007 (P.L. 110-160),
2015 (PL. 114-1), and 2019 (P.L. 116-94). The 2003 extension primarily focused on reducing the
government’s upfront financial exposure under the act, whereas the 2007 extension left most of the
upfront aspect of TRIA unchanged but accelerated the post-event recoupment provisions. The 2007
legislation also included the only expansion of TRIA since initial enactment: It expanded the program to
cover any acts of terrorism as opposed to only foreign acts of terrorism.

The 2007 law extended the TRIA program to the end of 2014, but no further extension legislation was
enacted in this time frame. Thus, the program expired for 12 days until the President signed P.L. 114-1 in
January 2015, This law extended the program nearly six vears, until the end of 2020, while reducing the
government’s share of the losses compared with the program as it was in 2014, Specifically, PL. 114-1
gradually (1) increased the program trigger from $100 million to $200 million, (2) reduced the
government share of the losses from 85% to 80%, and (3) increased the insurer aggregate retention
amount from $27.5 billion to $37.5 billion and indexed it to the sum of insurer deductibles in years
thereafter. In 2019, PL. 116-94 extended TRIA to the end of 2027, leaving the rest of the law essentially
unchanged.

The Terrorism Insurance Marketplace

TRIA’s “make available™ provisions addressed the availability problem in the terrorism insurance market,
as insurers were required by law to offer commercial terrorism coverage. However, significant uncertainty
existed as to how businesses would react, because there was no general requirement to purchase terrorism
coverage and the pricing of terrorism coverage was initially high.* Prior to 2015, data regarding the
market for terrorism insurance was somewhat inconsistent, because state regulators historically did not
require granular reporting by insurers on terrorism coverage. Most terrorism insurance statistics were
gathered by private surveys. This changed following PL. 114-1 as Congress required the Treasury
Department to collect specific data, and the state regulators also strengthened their data reporting
requirements.

* Although there is no requirement in federal law to purchase terrorism coverage, state law may require businesses to purchase
the coverage. This is particularly the case in workers” compensation insurance. Market forces, such as requirements for
commercial loans, may also compel busi to purchase terrorism Tag
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Analyses by Treasury have seen the TRIP as supporting a terrorism insurance market that is generally
stable with available and affordable insurance ® Estimates for the fake-up rate for terrorism coverage
range from around 60% to nearly 80% depending on what metrics are used. As reported by Treasury, the
total of premiums for all TRIP-¢ligible lines of insurance was $314.1 billion in 2024.” Typically, between
30% and 35% of the terrorism coverage 1s provided as part of broader insurance without a specific charge.
In total, Treasury estimates that insurers have received $68.3 billion in terrorism insurance premiums
from 2003 through 2023.% (This figure includes affiliated insurers known as captives.)

The price for terrorism insurance has appeared to decline over time, although the price level reported may
not always be comparable between sources. A 2013 report by the President’s Working Group on Financial
Markets, based on survey data by insurance broker Aon, showed a high of more than 7% for the median
terrorism premium as a percentage of the total property premium in 2003 with a generally downward
trend toward values around 3%.” The Treasury reporting has generally found pricing to be in the 2.5%-
3.0% range for policies that do break out a specific charge for terrorism coverage."”

The market for terrorism risk cannot be separated from the overall insurance market trends. Losses from
other catastrophes, such as extreme weather events, could particularly draw capital away from the
terrorism insurance market, because events such as hurricanes share some charactenistics—low frequency
and the possibility of catastrophic levels of loss—uwith terrorism risk. In general. insurers’ experience
with, and capacity to bear, catastrophic risk has increased over the life of the TRIA program. Eight of the
10 largest natural catastrophes have occurred since 2002. For example, the combined policyholder
surplus'' among all U.S. property and casualty insurers was $1.08 trillion at the end of 2024 compared
with $523.0 billion (inflation adjusted) at the start of 2002."* This $1.08 trillion has been bolstered by the
estimated $68.3 billion in premiums paid for terrorism coverage over the years without significant claims
payments. The policyvholder surplus, however, backs all property and casualty insurance policies in the
United States and is subject to depletion in a wide variety of events.

The vears since the last TRIA reauthorization have been challenging in insurance markets, particularly in
those exposed to weather losses, such as homeowners insurance.'* Macroecconomic changes. such as
rising interest rates and increasing inflation, coupled with losses due to both large catastrophes—such as
Hurricane lan and the 2025 Los Angeles County wildfires—and smaller “secondary perils™ have weighed
on insurer and reinsurer profits and capital levels. Insurers have responded in many arcas by increasing
prices and reducing their exposure to future losses. These actions by insurers have started to show in the
financial status of companies in 2024, The reinsurance industry overall, for example, increased capital

© TRIA requires periodic reporting by the Treasury Department. Treasury's Federal Insurance Office (FIO) has been putting out a
general “Report on the Effectiveness of the Terrorism Risk Insurance Program™ every other year since 2016 and a more focused
“Study of Small Insurer Competitiveness in the Terrorism Risk Insurance Marketplace” every other vear since 2017, These
reports, along with other TRIA-related resources, can be found at hitps://home. treasury gov/policy-issues/linancial-markets-
financial-institutions-and-fiscal-service/federal-insurance-office/errorism-risk-i & Arip-reports-and-resources.
TFIO, Study of Small Insurer Competitiveness in the Tervorism Risk Insurance Markeiplace, June 2025, p. 13,

B F1O, Report on the Effectiveness of the Terrovism Risk Insurance Program, June 2024, p, 78,

? President’s Working Group on Financial Markets, The Long-Term Availability and Affordability of Insurance for Terrorism
Risk, April 2014, p. 26.

19 See, for example, FIO, Report on the Effectiveness af the Tervorism Risk Inswrance Program, June 2018, p. 235 and Report on
the Effectiveness of the Tervorism Risk Insuvance Program, June 2024, p. 24.

PIUE

A ling the National Association of T Ci issioners (NAIC), policyholder surplus is “assets in excess of the
liabilities of a company.” See NAIC, “Glossary of Insurance Terms,” https://content naic.org/glossary-insurance-terms.

AL M. Best, Best s Aggregates & Averages, Propertv-Casualty, 2002 Edition, p. 2; and A, M. Best, “First Look: 2024 US
Property/Casualty Financial Results.” March 18 2025, p. 1. Inflation adjustment {rom the Bureau of Labor Statistics” CPI
inflation caleulator at hitps://data.bls. gov/cgi-bin/cpicale.pl. Actual 2002 figure is $293.5 billion.

¥ See, for example, CRS Testimony TE10087, The Factors Influencing the High Cost of Insurance for Consumers, by Baird
Webel.
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levels to $630 billion in 2025, up from $607 billion in 2024, and prices have started to soften as capital
has increased." At the primary insurer level, the property/casualty industry as a whole recorded a $22.9
billion underwriting gain in 2024, compared to a $21.3 billion loss in 2023,"%

Although the terrorism insurance marketplace appears relatively robust, this occurs within the context of
the federal backstop for terrorism coverage. The large majority of terrorism insurance coverage written is
eligible for the TRIP, with Treasury finding that, for example, 74% of the standalone terrorism policies in
2024 were TRIP-eligible. Whether private coverage would remain available and affordable without TRIA
1§ uncertain.

Policy Issues in TRIA Reauthorizations

As the temporary TRIA program has been extended for 22 vears past its initial three-vear term, various
questions about TRIA have been raised over the years. Such questions can be grouped into three broad
categories: Should the program continue to exist at all? If the program goes forward, should Congress
leave it largely intact while making changes to the parameters of the current program? Or should the
program operations or coverages substantially change?

Is TRIA Still Needed?

In the original act, the 107" Congress was quite clear that TRIA not be considered permanent. The act
specifically describes the program as “temporary” twice and terms its three-vear span as a “transitional
period for the private markets to stabilize, resume pricing of such insurance, and build capacity to absorb
any future losses.™® Even the codification of P.L. 107-297 could be scen as reflecting this temporary
nature: TRIA was added as a note to a code section relating to state insurance regulation, not as a separate
section of its own.!”

While the market experience in the vears since TRIA's initial passage has been much calmer than the vear
following September 11, 2001, that relative market calm in terrorism insurance has been underpinned by
the existence of the TRIA program. Insurers are required to offer terrorism coverage under the act, and it
seems possible, if not likely, that insurers would again seck to exclude terrorism losses if this requirement
were to be removed. For example, when TRIA briefly lapsed at the end of 2014, conditional terrorism
exclusions that had been included in insurance filings with state insurance regulators were activated.'®
Exactly how widespread these exclusions would be applied if TRIA were completely removed is unclear.
It is possible that competitive pressure might cause insurers to cover terrorism risk even without TRIA.
The 2024 Treasury report found that 34% of the terrorism coverage that is provided in conjunction with
other property and casualty insurance is offered without specific premiums being charged. which suggests
that the perceived terrorism risk is low for some of the insureds."”

The insurance industry uses tools to model and mitigate catastrophe risks, such as hurricanes. The tools to
address terrorism risk, however, have not been developed as successfully as perhaps was hoped when
TRIA was initially enacted. Insurance works best with a large amount of data to develop estimates for the

' Gavin Souter, “Rating Agencies See Reinsurance Prices Falling, Discipline Holding,” Business Insurance, September 8, 2025,
https:/fwww businessi 1 frating 1 cinsurance-prices-falling-diseipline-holding/.

1* A M. Best, “First Look: 2024 US Property/Casualty Financial Results,” p. 2.

“P.L. 107-297, §101.

1T TRIA is codified at Title 13, Section 6701 note, of the U5, Code.

1% See, for example, Verisk, “1SO Conditional Temorism Ende to Come into Play with TRIA s Lapse,” press release,
December 18, 2014, https:/'www._verisk. farchived/2014/d ber/i ditional-t i 1 1 nto-
play-with-tria-s-lapse/.

¥ F10, Report on the Effectiveness of the Tervorism Risk Inswrance Program, June 2024, p. 17,
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likelihood and size of future losses. However. terrorist attacks are relatively rare, and much of the data
about various terrorist threats may be closely held by the government due to national security concerns,
thus further reducing data available for private firms. Furthermore, the fact that terrorism is carried out by
purposeful actors who shift strategies and tactics adds another layer of complication to modeling
techniques that are used with phenomena such as hurricanes. The purposeful nature of the actors also
increases potential damage from terrorist attacks, because it reduces the effectiveness of mitigation
techniques.

What Could Change in the Current TRIA?

The most substantial changes have been made to various parameters relating to private insurers sharing
terrorism risk with a consistent increase in the private sector’s share of the risk.

Parameters That Have Already Changed

* Deductible and program trigger. In an unusual structure, TRIA essentially has a two-
stage deductible. TRIA provides directly for an insurer deductible that is equal to 20% of
each company’s dircet eamed premiums for TRIP-eligible lines of insurance. This
deductible was originally 7% of direct carned premiums and reached the current level in
2007,

In addition, TRIA includes a $200 million program trigger: Annual aggregate insured
losses must clear this amount before any funding flows out of the Treasury. The program
trigger was added in the 2005 reauthorization and reached $200 million in 2020, If the
program trigger is not cleared, an insurer would receive no federal funding even if its
individual deductible is exceeded. For approximately the largest 60 or so insurers, the
20% deductible is larger than the program trigger, so for these companies the trigger is
essentially irrelevant.*” For the rest of the companies. depending on the distribution of the
losses. it is possible that they might have to bear losses larger than their deductibles prior
to receiving funds under TRIA.

* Insured loss share compensation. This is essentially equivalent to a copayment. Above
the program trigger or deductible, private insurers cover 20% of the losses covered under
TRIA. This amount was originally 10% and reached 20% in 2007. (The statute is actually
written in the inverse, defining the term as the amount paid by the federal government.)

*  Terrorism loss risk-spreading premiums. These risk-spreading premiums, used to fund
the losses, are similar in concept to premiums paid by normal insureds to private insurers,
but in operation, they are quite different. Unlike premiums in most insurance, the TRIA
premiums are paid only after the losses, not before. Thus, there are no funds built up to
pay future losses as there are in almost all other tvpes of insurance. These post-event
premiums are to be either mandatory or discretionary based on the size of the insured
losses compared with the insurer maximum The amount shown is the sum of all the
insurance companies’ deductibles—the maximum amount the figure could be—which
currently totals $63 billion aggregate retention amount set in the statute based on the
aggregate sum of deductibles for the previous three vears ($53.3 billion in 2025), If
recoupment is mandatory, the amount to be recouped is to be 140% of the federal outlays
actually made, and the recoupment must occur prior to September 30, 2029, which
coincides with the 10-vear window used by the Congressional Budget Office for scoring
the last reauthorization legislation.

0 Based on 2024 data provided to CRS by the Treasury,
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Parameters That Have Not Changed

* Event certification level. The original act set a minimum level of insurance losses for
certification of an “Act of Terrorism™ at $5 million. This has been unchanged since 2002.
If adjusted using the consumer price index (CPI) since 2002, this amount would be nearly
$9 million in 2025,

* Cap on annual liability. The original act set this amount at $100 billion in aggregate
insured losses. Above this amount, there are to be no federal payments covering the
portion above $100 billion, and private insurers are not liable for payments assuming that
they have met their individual deductibles. If this $100 billion amount were adjusted
using the CPI since 2002, it would be nearly $180 billion.

Could the Program Operations or Coverages Substantially Change?

While theoretically the TRIA program’s approach could be expanded to address a wide range of perils.”!
the most-often-mentioned issues regarding TRIA coverage are nuclear, biological, chemical, or
radiological (NBCR) terrorist events and cyberterrorism.

Nuclear, Biological, Chemical, or Radiological Terrorism

A terrorist attack with some form of an NBCR weapon seems to be the most likely tvpe of attack causing
large-scale losses. Such attacks may not actually result in full coverage under TRIA, because the
underlying private policies may effectively exclude NBCR events. The current TRIA statute does not
specifically include or exclude NBCR events. Thus, the TRIA program in general would cover insured
losses from terrorist actions due to NBCR as it would for an attack by conventional means. However,
most of the commercial policies that TRIA covers would exelude damage from an NBCR cause regardless
of whether it is accidental or due to terrorism.** Thus, despite the TRIA requirement to offer terrorism
coverage (and the 70%-80% reported take-up rate of this coverage), most purchasers of terrorism
insurance may not be covered for damage from a terrorist attack using chemical gas, a radiological “dirty™
bomb, or any of dozens of other similar scenarios that could result in extremely large losses.

Congress addressed the issue of NBCR coverage in the 2005 reauthorization. which called on the
President’s Working Group on Financial Markets to study the question, and the 2007 reauthorization,
which called for a Government Accountability Office (GAQ) study. The GAQ report was issued in 2008,
finding that “insurers generally remain unwilling to offer NBCR coverage because of uncertainties about
the risk and the potential for catastrophic losses.” In the past, legislation would have provided for
differential treatment of NBCR attacks under TRIA, but such legislation has not been enacted (see, e.g.,
H.R. 4134 in the 109" Congress, HR. 2761 in the 110" Congress, and HR. 4871 in the 110" Congress).
Because the current TRIA program works through private insurance policies, expanding coverage to
NBCR events would require either encouragements for or mandates upon private insurers to change the
policies. Alternately, TRIA could be changed to directly offer such coverage.

! During the COVID-19 pandemic, legislation was introduced that would have created a program 1o address pandemic imsurance
losses explicitly modeled on TRIA.

2 The primary exception to this is workers’ I jon i e, which is required by most state laws to cover all sources of
iniun' to workers,

Bus. (-0\ unum.nl !\ULDullli.lbllll\ Office (GAO), Terrarism Insurance: Status of Coverage Availability for Attacks Invalving
Nuclear, Biological, Ch I, or Radiological Weapons, GAO-09-39, December 12, 2008, http://gao gov/products/GAO-09-39.
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Cyberterrorism

The underlying TRIA statute is generally silent on the issue of cyberterrorism. In 2016, the Treasury
Department issued guidance clarifving that the cyber-liability line of insurance. then newly introduced by
state regulators, would be included as property/casualty insurance under the TRIA program.* A
cyberterrorist event must meet all other TRIA thresholds, which might reduce the program’s applicability
to such cyberattacks.

The Treasury Department devoted a specific section of the latest report on TRIA to cvber coverage.
reporting that 50% of standalone cyberinsurance policies (based on premium value) included terrorism
coverage. The take-up rate for those choosing cyber coverage that is embedded in policies covering
additional perils was 54%. These rates are similar to, but slightly lower than, the 62% take-up rate for
general terrorism coverage found across all TRIA-eligible lines >

The 2019 reauthorization legislation required a study and report on cyvberterrorism. In 2022, GAQ issued
a 2022 report recommending that “CISA [Cybersecurity and Infrastructure Security Agency] and FIO
|Federal Insurance Office] should jointly assess the extent to which risks to critical infrastructure from
catastrophic cyber incidents and potential financial exposures warrant a federal insurance response.”™

Evolution of Terrorism Risk Insurance Laws

Table 1 presents a side-by-side comparison of selected provisions from the original TRIA law, along with
the reauthorizing laws of 2003, 2007, and 2015.

2 Department of the Treasury, “Guidance Concerning Stand-Alone Cyber Liability Insurance Policies Under the Terrorism Risk
Insurance Program,” 81 Federal Register 95313, December 27, 2016,

B FIO, Report on the Effectiveness of the Terrorism Risk Insurance Program, June 2018, p. 55.

2 GAO, Cyvber Insurance: Action Needed to Assess Potential Federal Response to Catastrophic Attacks, GAO-22-104256, June
2022, https:/fwww.gao_gov/assets/gao-22-104256.pdf. GAO,
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Table |. Side-by-Side of Enacted Terrorism Risk Insurance Laws

Selected Provisions

Title Terrorism Risk Terrorism Risk Terrorism Risk Terrorism Risk
Insurance Act of Insurance Insurance Program  Insurance Program
2002 Extension Act of R horization R horizati
2005 Act of 2007 Act of 2015
Expiration Date Decemnber 31, 2005. December 31, 2007. December 31, 2014. December 31, 2020.
(§108(a)) (§2) (§3() (§1o1)
“Act of Terrorism™ For an act of Ne change. Remaoved Remaoved Secretary of
Definition terrerism to be requirement that a State from
covered under TRIA, covered act of certification process
it must be a vielent terrorism be and inserted
act committed on committed on behalf Secretary of
behalf of a foreign of a foreign person or  Homeland Security.
persen or interest as interest (thus (§105)
part of an effort to expanding coverage
coerce the U.S. to domestic
civilian population or terrorism). (§2)
influence U.S.
government policy. It
must have resulted in
damage within the
United States or to a
U.S. airliner or
mission abroad.
Terrorist act is to be
certified by the
Secretary of the
Treasury in
concurrence with the
Artorney General and
Secretary of State.
(§102(1)(A)
Limitation on Act of Terrerist act would Ne change. Ne change. Ne change.
Terrerism not be covered in the
Certification in Case event of a war, except
of War for workers'
compensation
insurance.
§102()(B)(1)
Minimum Damage Te  Terrorist act must Ne change. Ne change. Ne change.

Be Certified
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Title Terrorism Risk Terrorism Risk Terrorism Risk Terrorism Risk
Insurance Act of Insurance Insurance Program  Insurance Program
2002 Extension Act of R horizati R horizati
2005 Act of 2007 Act of 2015
Aggregate Industry No provision. Created a “program No change, Program Program trigger
Loss trigger” that would trigger remained at increased $20 millien
Requirement/Pregram prevent coverage $ 100 million unil per year unul it
Trigger under the pregram 2014, (§3(c)) reaches $200 million
unless “aggregate in 2020. (§102)
industry losses
resulting from such
certified act of
terrorism” exceed
$50 millien in 2006
and $100 million for
2007. (§6)
Insurer Deductible 7% of earned Raised deductible to Ne change. Ne change.
premium for 2003, 17.5% for 2006 and Deductible remained Deductible remained
10% of earned 20% for 2007. (§3) at 20% until 2014. at 20% for each
premium for 2004, (§3(<)) calendar year of the
15% of earned program. (§106)
premium for 2005,
(§102(7))
Cevered Lines of Commercial property  Excluded commercial  Neo change. Ne change.
Insurance and casualty aute, burglary and
insurance, including theft. professional
excess insurance, liability (except for
workers' directors and officers
compensation, and liability). and farm
surety but excluding owners multiple peril
crop insurance, from coverage. (§3)
private mortgage
insurance, tide
insurance, finandial
guaranty insurance,
medical malpractice
insurance, health or
life insurance, flood
insurance, or
reinsurance.
(§102(12))
Mandatory Availability  Every insurer must Mo change. Mo change. Mo change.
make availabl Mandatory availabili Mandatory availability  Mandatery availabilicy
terrorism coverage extended through extended through in effect for each
that does not differ 2007. (§2(b)) 2014. (§3(c)) calendar year of the
materially from program. (§106)

coverage applicable to
losses other than
terrarism. (§103(c))

Insured Loss Shared
Compensation

Federal share of
losses will be 90% for
insured losses that
exceed the applicable
insurer deductible.

(§103(e))

Reduced federal share
of lesses to 85% for
2007. (§4)

No change, Federal
share remained at
85% through 2014.

Reduced federal share
one percentage point
per year unul it
reaches 80%. (§102)
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Title Terrorism Risk Terrorism Risk Terrorism Risk Terrorism Risk
Insurance Act of Insurance Insurance Program  Insurance Program
2002 Extension Act of R horizati R horizati
2005 Act of 2007 Act of 2015
Cap on Annual Federal share of Ne change. Remaoved the Ne change.
Liability compensation paid possibility thata
under the program future Congress could
will not exceed $100 require insurers to
billion, and insurers cover some share of
are not liable for any losses above $100
portion of losses that billion if the insurer
exceed $100 billion has met its individual
unless Congress acts deductible. Requires
otherwise to cover insurers to clearly
these losses. (§103(e)) disclose this to
policyholders. (§4(a)
and §4(d))
Payment Procedures After notice by the No change. Required Secretary of  No change.
If Losses Exceed $100  Secretary of the the Treasury to
billien Treasury, Congress publish regulations
determines the within 240 days of
procedures for passage regarding
payments if losses payments if losses
exceed $100 billion. exceed $100 billion.
(§103(e)(3)) (§4(<))
Aggregate Retention %10 billion fer 2002- Raised amount to $25  No change. Aggregate  Raises amount $2

Amount Maximum

2003, $12.5 billien for
2004, $15 billion for
2005 (§103(6))

billicn for 2006 and
$27.5 billion for 2007.
(85)

retention remained at
$27.5 billien through
2014.

billien per year untl it
reaches $37.5 billion.
Beginning in 2020,
sets the amount equal
to annual average of
the sum of insurer
deductibles for
previous three years.
(§104)

Mandatery
Recoupment of
Federal Share

If insurer losses are
less than the
aggregate retention
amount, a mandatory
reccupment of the
federal share of the
less will be imposed. If
insurer losses are
over the aggregate
retention ameunt,
such recoupment is at
the discretion of the
Secretary of the
Treasury. (§103(e)(7))

Neo change.

Increases total
recoupment amount
to be collected by the
premium surcharges
to 133% of the
previously defined
mandatery
recoupment ameunt.
Full mandatory
FECEUPMENt MUSt
oceur by September
30, 2017. (§4(=)(1))

Increases total
recoupment amount
to be collected by the
premium surcharges
to 140% of the
previously defined
mandatery
recoupment ameunt.
Full mandatory
FECEUPMENt MUSt
oceur by September
30, 2024. (§104)
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Recoupment Surcharge is limited te Mo change. Remaoved 3% limit fer Mo change.
Surcharge 3% of property- mandatory surcharge.

casualty insurance (§4(=)(2)(A))

premium and may be

adjusted by the

Secretary to take into
account the economic
impact of the
surcharge on urban
commercial centers,
the differendal risk
factors related to
rural areas and
smaller commercial
centers, and the
various exposures to
terrorism risk across
lines of insurance.

(§103(e)(8))

Source: Congressional Research Service using public laws cbtained through httpa/fwww.congress.gov.
Motes: Section numbers for the initial TRIA law are as cedified in 15 US.C. §6701 note. Section numbers for P.L. 109-
144, P.L. 110-180, and P.L. I 14-1 are from the legislation as enacted.

CRS TESTIMONY
Prepared for Congress

<Product Code>



20

Chairman FLoOD. Thank you very much. Mrs. Heck, you are now
recognized for 5 minutes for your opening oral remarks. You might
want to hit your microphone.

STATEMENT OF ELIZABETH HECK, CHAIRMAN, PRESIDENT,
AND CHIEF EXECUTIVE OFFICER, GREATER NEW YORK IN-
SURANCE COMPANIES, ON BEHALF OF NATIONAL ASSOCIA-
TION OF MUTUAL INSURANCE COMPANIES (NAMIC)

Mrs. HEck. Chairman Flood, Ranking Member Cleaver, and
members of the committee, my name is Elizabeth Heck, and I am
Chairman, President and CEO with Greater New York Mutual In-
surance Company. I am pleased to have the opportunity to testify
in the Terrorism Risk Insurance Program, and the vital role it
plays in helping protect

Chairman FLooD. If the gentlelady will suspend for just a sec-
ond. We have to move your microphone a little bit closer to you.

Mrs. HECK. I am sorry.

Chairman FLOOD. You are fine. There we go.

Mrs. HECK. Okay. I am pleased to have the opportunity to testify
in the Terrorism Risk Insurance Program, and the vital role it
plays in helping protect our country and economy.

I am testifying on behalf of NAMIC, which represents more than
1,300 member companies. My views are informed by my first-hand
experience as a major writer of terror exposed commercial property,
both before and after the events of 9/11, as a member representing
small and mid-sized insurance companies on FIOA’s advisory com-
mittee on risk-sharing mechanisms, as chair of NAMIC’s TRIA task
force, and, most importantly, as someone who was in lower Man-
hattan that morning.

Amid the smoke and dust, fire and falling debris, I was forced
to flee my apartment building with my two small children and my
mother. Thankfully we were able to make it safely out of the city,
but like so many others, we never returned home.

For over 100 years, Greater New York Insurance has provided
policyholders with the vital support necessary to protect and grow
their businesses. The company was formed in the early part of the
20th century by a group of immigrant property owners who were
denied insurance. These property owners found a way to do it
themselves by forming a mutual insurance company. Today we
write business in 17 States and are the largest writer of commer-
cial multiperil business in New York.

After 9/11, every financial institution began requiring terrorism
insurance for development, construction loan agreements, and new
commercial loans on existing properties. In the new reality, the
challenges of trying to underwrite terrorism coverage became all
too apparent, leading to canceled projects, and insurers scaling
back coverage needed by the business community.

To understand why TRIA is needed, you must first understand
why terrorism is not insurable in the private market. Unlike nat-
ural disasters, terrorism is driven by human intent that is adapt-
ive, which makes it unpredictable.

Wildfires, on the other hand, do not change their paths to find
a way around protective measures. Tornados do not intentionally
aim for population centers, and a hurricane will not change its
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path to target only unprepared communities. Terrorists inten-
tionally seek vulnerabilities to maximize damage and casualties.

Further complicating terrorism risk is that the information that
would normally be used to model potential exposure is understand-
ably classified as a matter of national security. Because of this,
credible modeling for the purpose of underwriting is simply not fea-
sible.

The situation in late 2001 and 2002 was dire, and the gridlock
created by this attack posed a real and significant threat to our
economy. My company was deeply involved in finding the solution
because of the unique nature of our business, and my predecessor
of greater New York testified before this committee several times
to explain why a public-private partnership was essential, and why
the program should work for carriers of all sizes.

The Terrorism Risk Insurance Act was passed in 2002, which un-
locked the market for commercial development. The program al-
lows insurers a degree of certainty, enabling companies of all sizes
to offer coverage creating a competitive market and affordable pre-
miums. In the wake of an attack, insurance companies are able to
understand their obligation, and any money provided by the Fed-
eral Government following an attack will be repaid with interest in
all but the most extreme scenarios.

The creators of the program understood the importance of having
a diverse pool of small and mid-sized and large insurers participate
in the program. TRIA works because its mechanisms, deductibles
and recoupment are based on individuals’ companies, which means
it scales according to company size.

If the threshold for Federal involvement, or those deductibles are
increased significantly, offering terrorism coverage could become a
bet-the-company risk for all but the largest insurers, which would
force us and many other companies out of the market. In turn, this
would reduce competition and the availability of terrorism cov-
erage.

As we look back nearly 25 years after the attacks, it is important
to recognize how much construction and economic development
TRIA has supported, all virtually at no cost to the taxpayers.

I respectfully offer three principles to guide the committee’s
work: First, longevity. We recommend extending TRIA 10 years be-
cause short-term reauthorizations cause uncertainty.

Second, simplicity. The program is effective in its current form
and taxpayers are protected. So avoid fixing what is not broken.

And third, speed. Because of the timing of insurance contracts,
the sooner the program is reauthorized, the sooner businesses can
move forward.

Mr. Chairman, and members of the committee, thank you, once
again, for the opportunity to present testimony on this issue of
vital importance to me, NAMIC member companies, the insurance
industry as a whole, and the U.S. economy. I look forward to an-
swering questions today.

[The prepared statement of Mrs. Heck follows:]
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Introduction

Cha Flood, Ranking Member Cleaver, and members of the House Financial Services Subcommittee
on Housing and Insurance, thank vou for the oppurlumt\ tc provide testimony on behalf of the Greater
New York Mutual Insurance Company and the N; of Mutual 1 C

regarding “The Reauthorization of the Terronism Risk Insurance Act of 2002,

My name is Liz Heck - I am the Chairman, President, and CEOQ of GNY, and served as the immediate
past Board Chair of NAMIC. For over 100 years, GNY has provided policyholders with the vital support
necessary to protect and grow their businesses. We are especially proud of our rock-solid financial
stability — GNY has been rated A+ (Supenor) by A.M. Best for most of its history. GNY was formed in
1914 out of an availability of nced by a group of immigrant property owners in the carly 20 century who
were denied insurance by the providers of their day. So, they did what enterprising Amenicans have
always done: They found a way to do it themselves. Today. GNY still specializes in Commercial Real
Estate wrting in 17 states and is the largest wniter of commercial multi-penl business in New York and
the 4l.h largn.sl writer in New Jersey and Illinois. GNY is also the largest writer of apartment,

and co-op buildings in New York City and most of the 17 states where the Company

operates.

NAMIC consists of over 1,300 member companics, including six of the top 10 property/casualty insurers
in the United States. The association supports local and regional mutual insurance companics on main
streets across America as well as many of the country’s largest national insurers. MAMIC member
companics write $383 billion in annual premiums. Through its advocacy programs NAMIC promotes

public pelicy solutions that benefit member ies and the policvholders they serve and fosters
greater understanding and mmgmtmn of the unique ali of i between and
policyholders of mutual

My comments today are informed by my first-hand expenence as a major wnter of terror exposed
property in New York City, both before and after the horrific events of 9/11, as a member representing
small and midsized insurance companies on the Federal Insurance Office’s Advisory Committee on Risk-
Sharing Mechanisms, as chair of MAMIC's TRIA Task Force, and most importantly, as someone who
was in lower Manhattan that morming, Amid the smoke and dust, fire and falling debris, | was forced 1o
flee my apartment building with my children and my mother. Thankfully, we were able o make it safely
out of the city, but we - like so many of our friends and neighbors - never retumned home.

I encourage this committee and Congress to reauthorize the current TRIA program for the sake of market
stability and continued, reliable p ion for across the country,

Even in a New Era of Risk, Terrorism Risk Stands Alene
The oft repeated axiom that “the only constant is change™ rings especially true for property
insurers as we find Ives taking on a istently more plex and ‘riskier world characterized by
converging pressures and challenges— what NAMIC refers to as a “New Era of Risk.™ The insurance
ecosystem faces collective cha]lmy.s arising out of forces and pressures far bevond the control of the

industry, as interce d risks continue expanding on more fronts than ever before. At the
same llmc the nnlquc threat of terrorism and its related devastation continues to evolve amid an

4 international environment.

While insuring against the financial devastation that could accompany a catastrophic terronst attack might
sound like a reasonable protective measure for markets to take on, a large-scale terrorist attack — like an

‘mmmmmmmm

* htps://f namic.org/r fut L-i king-solutions-in f-risk/
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act of war — is not i hie. T 15m is rooted in malici ,' human behavior creating
dynamic threats that oﬂw :nvol\rc unknown national or i ional actors, Itis full

evolving, always with the intent of causing harm, Th:s. is one reason why
itis extremely difficult, and pmcntmll\ impossible, to fully predict or meaningfully measure and
fidently model ism nsk for purp of underwriting and rating.

TRIA - From Unsteady Origins to Sustained Stability

The insurance industry paid out approximately $60 billion, in 2025 dollars, following the September 11,
2001 terronist attacks on New York City, Pennsylvania, and the Pentagon. This gave September 1™ the
distinction of being the most expensive terronst-incident ever to occur in thc US. and one of the largest

single insured loss events in history.” These losses were dinb ption; 34 percent,
property: 30 percent, and I:nbl v: 23 percent coverages. Soon after the attack, insurers and reinsurers
dified their ge offerings 1o contain submnhal surcharges for or

specifically excluded terrorism nisk. The lack of g ber 2000 and N ber 2002
caused fears of a larger economic impact. Real estate projects and commurcnal mortgage-backed security
markets were especially negatively affected by the scarcity of terrorism insurance.* In response to the
shifting market dynamics, Congress passed the Icrmnsm Risk Insurance Act, or TRIA, in 2002, with a
twofold stated goal to: (1) protect by ing market d and ensure the continued

widespread availability and affordability of propeny and casua]:\ for terrorism nsk; and (2)
allow for a transitional period for the prvate markets to stabilize, resume pncmg, of such insurance, and
build cnpacm to absorb any future losses, while preserving state i and

protections.”

Since its passage, the existence of the program has provided security as a valued risk-sharing mechanism
between the federal government and the private market. By reducing fear of a worst-case terrorist event
that could render companics insolvent and creating a space for a viable private market to function across
four rcm:\\.'lls over Ihl. last mo decades, TRIA has continuously provided the certainty needed for the
industry to effeetively operate and policyholders to purchase
coverage that would otherwise be unavailable.* While some details of the program mechanics have
changed over time — for instance the program trigger. individual insurer deductibles, and co-pay shares —
vhu fuundalmnal slruclun TEMaing as ongma!l\ designed, and this stability and financial preparedness
keholders and the A pay

Today, losses from all but the largest terrorist attacks would be completely bome by the pnvate sector
without involvement of the TRIA program. The marketplace has increased capacity and the Federal
Insurance Office’s most recent report on the program’s effectiveness states that “terrorism risk insurance
remains generally available and affordable, even with the overall [P&C| market hardening.”” The report
further states that terrorism risk insurance “continues to be priced at a relatively low and consistent
percentage of total P&C premium.” In other words, the program is largely working and meeting its
objectives.

TRIA Remains Necessary Moving Forward

7 https: Hmnn:nr naic. fi ance-topics/| i sk-i a-act
4 Service, Terrorism Risk I : Overview and Issue Analysis, March &, 2002,
S P.L 107-297

* Reauthorizations in 2005 (P.L. 109-144}, 2007 {P.L 110-160), and 2015 (P.L. 114-1) included substantive changes
to the mechanics of the program; the 2019 (P.L. 116-%4) reauthorization only extended the program for seven (7)
years.

! https://home treasury, gov/system/files/311/2024ProgramEtfectivenessReport FINALE, 28, 2024508 pdf
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Terrorism risk coverage is available cither embedded in broader 1al age or on a stand-alone
basis, with the latter most often when propertics, operations, or ¢vents present heightened exposure to
terronsm risk, As of 2023, approximately 79 percent of commercial multi-penl policies — the most

for small and medium sized b in A ~ include some level of coverage
for terronism risk. The U.S. Treasury Department estimates the take-up rate on terrorism insurance to be
between 38 percent and 77 percent. a significant increase from just 27 percent two decades ago ®

These statistics are generally encouraging. The limited market for coverage continues to mature and the
gencral capacity of insurers to bear risk has increased since the inception of TRIA. These are indicators
that the program is working extremely well in its current form, while at the same time - the fundamentals
underlying the need for the program have not changed. We continue to support a long-term
reauthorization, because the following problems with terrorism risk insurance persist:

# Limited Actuanal Data: Insurers rely on large quantitics of data to quantify and evaluate risk.
Without ample data, the ability to conduct a credible analysis is diminished, reducing ways o
more accurately model or caleulate necessary pricing, and ensure enough capital is available to
cover potential for large-scale terrorist events.

o Tllc scarcm ofloss datais pamcu!m—!\ relevant to the consideration of nuclear,

or al NBCR risk poses severe aggregation
difficulties and is especially conceming for large cities and central business districts.

o The scarcity of data also makes anticipating the timing, location and cost of future attacks
vinually impossible.

= Unlike extreme weather that can often be seen developing by many observers and
ki hnologies, only g officials tasked with national security,
appropnalch are privy to trends or reports that might indicate a higher
propensity for an attack at a given moment in time.
= Historical data from previous events is not predictive in the same way it is for
natural catastrophes. Terror attacks are designed to be unpredictable as to time,
location and attack mode.

# Risk Concentration: Consi with population trends, ism risk is too highly concentrated
to effectively pool across geographical locations and policyholder tvpes.

=  Interdependency: Prevention of terronst attacks is predominantly more dependent on the US.
govemment's national security apparatus than on steps an individual policyholder can control.
Unlike other more typical insured events, mitigation or vulnerability control effonts at the
policvholder level are not sufficient to prevent dagame from a terror attack as compared to what
exists for protection against weather losses. While geographical proximity may matter, it is not a
pre-requisite, as shown by the 2001 anthrax scare using the U.S. Postal Service.

# Human Actions: Terrorist attacks are not fortuitous or random. They are deliberate, malicious,
and strategic acts undertaken by humans intent on causing harm. While govemments can and do
enact countermeasures, terronists react by modifving future plans in consideration of such efforts.

NAMIC g lly opp federal g i bac where there are concerns
that thc\ may impair or disrupt a dl\ crse and competitive private insurance market. However, TRIA

*1d.
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represents the rare situation where a clearly defined problem can only be solved by a federal partmership
to facilitate insurability in a way that does not harm markets or markct participants and ultimately reduces
risk against 108 where other solutions have been ext

Additionally, NAMIC notes that insurance contracts thal \\I“ be based on the presence of the program are
drawn up and negotiated well in advance of its p | expiration. The last horization was

leted a full vear in ad of the pmysm “s expiration, which avoided the significant disruptions
that would come from v. NAMIC Congress to take this into consideration and act
swiftly on a long-term reauthonization.

Conclusion
The possibility of a major terronst attack against the U S, remains an unfortunate reality, and the complex
factors surrounding terrorism risk are as present now as they were when TRIA was enacted. NAMIC has

supported the TRIA program asa I solution that has enabled wonomlc
development at unualh no ¢ost to taxpayers, who remain p d b the P 1sm, The
continued presence of this well-defined hi pmgr:nn the g and private insurers

ultimately serves to reduce rather than i increase the likelihood cfmmplcn. federal financial liability for
terrorism losses.

To summarize the actions, we respectfully offer this committee three principles to guide its work and
recommendations for action:

o Longevity — The reauthorization should be long-term to provide the markets stability and
certainty. We recommend a 10-year reauthorization.

o Simplicity - The TRIA Program is functioning very well in its current form, with few issues

being reported in the marketplace and taxpayers ﬁ.l"\ i through the P
mechanism, We urge against making any signifi cl ges that could undermine the program’s
success to-date.

o Speed - Insurance contracts that will be bnsod on Ihc presence ofl'hc program are drawn np and
d well in ad of its al ¢ Last was leted a full
vear in ad of the program’s expiration. This was of the highest importance and we hope
that Congress can once again act swiftly to complete this reauthonization next vear.

NAMIC is wmmjrlnd to working with p kers to further hen US. i rh

that emp pol:c\ holders to help manage their financial security in the face of risks
|s \\hat mulunl insurance companies do every day. In the case of terrorism nsk TRIA plays a cnitical role
in the functioning of the market and the spectfull ds Congress horize the
program on a leng-term basis without delay.
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Chairman FLooD. Thank you very much.

Ms. Sartain, you are now recognized for 5 minutes for your oral
remarks and if you could pull your microphone close, that would
be great.

STATEMENT OF MICHELLE SARTAIN, PRESIDENT, MARSH U.S.
AND CANADA

Ms. SARTAIN. Good morning, Chairman Flood, Ranking Member
Cleaver, and members of the committee. My name is Michelle
Sartain, and I am President for Marsh’s U.S. and Canada division.
I appreciate the opportunity to discuss the reauthorization of the
Terrorism Risk Insurance Program with you.

For our company, the impact of terrorism is deeply personal.
Marsh McLennan lost 358 friends and colleagues on September 11,
2001. Marsh and Guy Carpenter are market leaders providing risk
advisory, analytics and brokerage services to insurance buyers, in-
surers and reinsurance companies. As such, we have a unique per-
spective on the terrorism insurance market.

We consider TRIA to be a model public-private partnership. It re-
stored insurance capacity at a critical time following 9/11, and it
continues to insure a well-functioning terrorism market today.

Terrorism Risk Insurance Program Reauthorization Act
(TRIPRA) is the reason that policyholders have access to affordable
and widely available terrorism insurance coverage, which allows in-
vestments to be made, and the economy to function.

Today I will address four aspects of TRIA that underscore its im-
portance. First, the key features of the program that have helped
its overall effectiveness.

Second, the risk if the program is not reauthorized, or is reau-
thorized too close to its expiration.

Third, the role of the program in Workers’” Compensation.

Finally, the trends in the commercial marketplace that empha-
size the importance of TRIA.

First, the program’s design has proven remarkably effective over
the past two decades. TRIA provides transparent Federal backstop
that shares catastrophic terrorism losses between the private sector
and the government. By requiring insurers to make coverage avail-
able, and by setting clear deductibles and loss-sharing thresholds,
the program stabilizes the market without crowding out private
capital. It has fostered healthy competition and enabled the devel-
opment of private market products that expand protection and
complement TRIA.

Its existence ensures the broad availability of coverage across all
sectors, from businesses in high-risk urban centers, to critical pub-
lic infrastructure, to vital healthcare and educational systems.

According to Marsh data, the healthcare sector has a 61 percent
TRIPRA uptake rate, one of the highest, and the education sector
has a 47 percent uptake rate, reflecting a strong reliance on the
backstop to prevent financially devastated losses from terrorism.
Hospitals and education systems represent symbolic high-impact
targets because they hold concentrated large numbers of vulnerable
individuals and America’s youth.

Without TRIA, healthcare and education sectors, indeed many
parts of our economy, would be unable to secure insurance required
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by lenders, bondholders and governing boards at a reasonable and
predictable cost.

Second, failing to reauthorize, or reauthorizing too close to the
program’s sunset date has serious consequences. Uncertainty alone
causes markets to withdraw coverage, insurers to pull back, and
capital markets to tighten. Without certainty, policyholders face
higher premiums, narrower terms, and outright nonrenewal.

For sectors like commercial real estate, construction and energy
where terrorism coverage is contractually or regulatorily required,
it could stall transactions, slow development, and ripple across the
broader economy.

Third, the program is especially vital to the Workers’ Compensa-
tion market. Workers’ Compensation policies do not include any
stated policy limits or specific perils. Thus, terrorism and nuclear,
biological, chemical, or radiological (NBCR) attacks cannot be ex-
cluded. That means that insurers are exposed to unlimited losses
in the event of an attack. Insurers can only reduce their exposure
by limiting the number of employers for which they underwrite cov-
erage, especially in areas of high-employee concentration.

State funded Workers’ Compensation pools could be exposed to
significant losses and insolvency without TRIA. The program is es-
sential for maintaining solvency and stability.

Finally, in my written statement, I provide an overview of the
commercial market trends concerning things like cyberattacks, the
role of captives, and trends in violent attacks. Broadly rising geo-
political instability and the evolving nature of terrorism underscore
the continued importance of TRIA.

While the U.S. P&C market was profitable in 2024, that was pro-
ceeded by 4 years of loss suggested unprofitability. For catastrophic
scenarios, the private market alone cannot provide sufficient cov-
erage. Reauthorization signals stability to the U.S. and global mar-
kets, reassuring investors and policyholders alike.

In short, TRIA has worked exactly as intended. It protects tax-
payers by requiring meaningful private participation, supports eco-
nomic resilience, and ensures that American businesses and work-
ers have access to critical coverage.

Thank you for holding the hearing early, and I look forward to
your questions.

[The prepared statement of Ms. Sartain follows:]
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The Reauthorization of the Terrorism Risk Insurance Act of 2002

Good afternoon, Chairman Hill, Subcommittee Chairman Flood, and members of the Committee. My
name is Michelle Sartain, and | serve as President of Marsh's US and Canada business. Marsh is a

business of Marsh McLennan, the global leader in risk, strategy, and people, with more than 80,000

colleagues advising clients in 130 countries.

Thank you for inviting me to share our perspective on the Terrorism Risk Insurance Program
Reauthorization Act (TRIPRA) ahead of its expiration at the end of 2027.

As the world's leading insurance broker and risk advisor, Marsh is well positioned to provide perspective
on the terrorism risk insurance marketplace. At Marsh, we understand the role insurance plays for
individuals and businesses alike. We enable risk taking, guide clients through effective risk mitigation
strategies, and advocate on behalf of our clients when losses do occur to help people get back on their
feet.

Our colleagues advise policyholders on purchasing terrorism insurance across all industries and in every
major economy in the world. Our sister business, Guy Carpenter, is the leading global risk and
reinsurance specialist.

For our company, the impact of terrorism is deeply personal. Marsh McLennan lost 358 friends and
colleagues in the September 11, 2001, attack on the World Trade Center.

This act of terror was the original impetus for the passage of the Terrorism Risk Insurance Act (TRIA) in
2002, which created a federal reinsurance backstop for terrorism losses. By all accounts, the program
has been a model public-private partnership. The backstop remains a critical component to a stable
terror insurance market, particularly for nuclear, biological, chemical, and radiological (NBCR) events,
and has enabled insurance to be placed and investments to be made. As such, | urge you and your
colleagues to reauthorize TRIPRA when it comes up for renewal.

My testimony addresses five main areas:
+ | will start by highlighting several of TRIPRA's features that have helped its overall effectiveness.

+ Second, I'll discuss some of the economic implications of TRIPRA not being reauthorized, or a
decision on its reauthorization being pushed too close to the expiration date.

« Third, | will talk about TRIPRA'’s critical role in the workers’ compensation market.

+  Fourth, | will discuss current trends in the commercial insurance and reinsurance market, and
highlight the dynamic nature of terrorism risk insurance.

» Finally, | will discuss some key related trends, namely cyberattacks, captive insurers, and violent
acts.

The overall effectiveness of TRIPRA

Since its inception, TRIPRA has been successful in allowing insurance and reinsurance capacity back
into the market and providing layers of protection to the federal government and US taxpayers. In its
current form, TRIPRA has facilitated limiting an individual insurer's potential terrorism losses, which
permits it to quantify its terrorism exposure and make coverage available (see Figure 1).
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There are numerous program features that help accomplish this, including:

First, an event needs to be certified as terrorism by the US Treasury. No US terrorism event has
been certified since the program’s inception.

As part of certification, an event would need to exceed $5 million in losses.
Any certified event would also need to exceed a $200 million industry threshold.

Each impacted insurer is subject to its individual TRIPRA deductible, which is based on 20% of its
prior year's US TRIPRA eligible lines direct earned premium. These deductibles range from under $1
million for captives and small mutuals, to over $1 billion for the largest property and casualty (P&C)
national insurers; for some insurers the amount is over $2 billion.

Each insurer is then responsible for 20% of the loss in excess of its TRIPRA deductible.

Overall, when one aggregates all insurers’ TRIPRA deductibles, the industry retains a substantial
amount of exposure.

For any federal payments made in excess of directly impacted insurers’ individual TRIPRA
deductibles and the current industry market aggregate retention amount (IMARA), there is a
mandatory recoupment of 140%.

For any federal payments made above the IMARA (estimated at $53.9 billion), Treasury has access
to a “discretionary recoupment.” The IMARA is automatically revised annually and is indexed based
on a three-year lagging average of commercial insurers’ direct written premiums.

Figure 1: TRIPRA program recap
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TRIPRA's design provides several levels of insurer retention and US taxpayer protection. For more than
20 years now, TRIPRA has supported capacity in the private (re)insurance markets. Marsh data
underscores the diverse scope of industries that rely on TRIPRA coverage (see Figure 2).

In its present form, TRIPRA limits the potential terrorism losses of individual insurers, allowing them to
quantify their terrorism exposure and make coverage available to important parts of the American
economy that are exposed to the risk.

Figure 2: Top purchasers of TRIPRA property coverage in 2024

Top purchasers by city Top purchasers by region
1. MNew York City 54% Northeast

2. Houston 50% Midwest

3. Washington, DC 38% West

4. Los Angeles 35% South

5. Atlanta

6. San Francisco

7. Chicago

Source: Marsh

Impact of TRIPRA backstop on economic growth

TRIPRA provides a critical federal backstop that enables the continued availability and affordability of
terrorism insurance. Its presence promotes insurance market stability and continuity, especially in the
wake of evolving threats. The program thus supports business and economic confidence, reassuring
businesses that they can secure coverage against terrorism-related losses, which is vital for economic
stability and growth.

Although the reauthorization deadline is some two years away, insurers and rating agencies closely
monitor legislative activity related to TRIPRA. Any uncertainty regarding the future of the federal
backstop as the deadline approaches will have an impact on the availability and nature of insurance
coverage. That, in tum, could send ripple effects through the economy, and potentially affect companies’
decision-making processes about hiring and investing. It's important to note that many investments span
multiple years, thus requiring insurance availability that also spans multiple years. This is especially true
for long-term construction projects.

Ahead of the previous reauthorization in 2020, we saw an impact on policies that extended beyond the
reauthorization date, when some insurers either seemed unwilling to offer terrorism coverage beyond the
expiration date or sought to increase prices to cover the additional risk to their portfolios.

Rating agencies continue to emphasize terrorism stress tests and to assess ratings against specified
criteria, including scenarios where the industry trigger falls short and there is no TRIPRA backstop
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protection. As we approach 2027, rating agency analysts can be expected to meet with insurers and ask
tough questions about these topics, further underscoring the need for timely reauthorization. This
dynamic continues to have an outsized impact on approximately 650 smaller insurers, (defined as having
less than $500 million in policyholder surplus (PHS)) should they be hit with a terrorism loss in the $100
million to $200 million range (see Figure 3). It is important to note that any P&C insurer, regardless of
size, could potentially be hit with a mono-line or multiline terrorism loss of such magnitude, or greater,

Figure 3: P&C insurer TRIPRA deductible profiles by policyholder surplus

P&C carrier TRIPRA deductible profiles by policyhelder surplus

Policyholder surplus (PHS) <25M  25Mto  50Mto 100Mto 300Mto  500Mto
(US dollars) 50M 100M 300M 500M 1B

MNumber of companies 285 88 105 122 48 46 70 Eal
Average TRIPRA deductible 1,350 3,058 14,134 25,342 37,070 75,833 271,880 1,298 361
(000s)

Average deductible as 18% 1% 19% 14% 9.4% 11.2% 11.8% 9.1%
percentage of PHS

100M terror loss scenario 374% 55% 24% 10% 3.5% 1.3% 0.3% 0.01%
200M terror loss scenario 753% 113% 52% 22% 8.4% 3.7% 1.0% 0.01%
Based on S&P CapitallQ Pro data at 5/8/2025. TRIPRA ibles were esti at 20% of C ial DEP. Includes 796 carriers with an

aggregate surplus of 1.0% Trillion.

Allowing TRIPRA to expire or renewing it with significant increases in insurer participation would impact
all terrorism-exposed insurers, particularly those with less than $500 million in capital reserves. We
expect this would adversely affect pricing and limit the availability of terrorism risk coverage.

If TRIPRA is allowed to expire, without replacement, those insurers that are still able to offer terrorism
coverage will likely only write coverage for buyers with operations in preferred locations, and could
consider increasing prices for other locations. This would lead to capacity shortfalls for central business
districts, at-risk industries, and employers with significant workers’ compensation accumulations, such as
office workers, manufacturing facilities, and healthcare and education facilities.

Thus, a federal backstop remains essential to the availability and affordability of terrorism coverage in
urban centers from New York to Los Angeles and, and in every community with a university or college,
hospital or medical center, sporting arena or large shopping area.

Businesses can consider standalone property terrorism insurance, which can complement TRIPRA
coverage and potentially offer broader coverage, for example, for noncertified acts of terrorism.
However, its pricing along with the constraint of limited availability in aggregate for certain risks, prevent
it from replacing TRIPRA for many organizations.
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TRIPRA and workers’ compensation coverage

One of the key roles TRIPRA plays across industries is to back all workers’ compensation coverage,
which is mandatory in nearly every state.

The potential expiration of TRIPRA is and will remain a major issue for US employers as buyers of
workers' compensation insurance, and for insurers as providers of the coverage. Approaching the
program’s expiration date, employers will likely note a reduction in the number of insurers willing to write
their risk, especially during 2027 when insured policy expirations approach the program's December 31,
2027, expiration date.

Absent a public-private backstop for large-scale terror attacks, many industries would struggle to find
sufficient or affordable workers' compensation coverage. The potential workers' compensation losses
from an incident could be staggering (see Figure 4). Without it, economic activity could slow, and large
waorkforces could be at greater risk.

Figure 4: High potential workers’ compensation losses for conventional and NBCR incidents

Large modeled WC loss scenarios today

Conventional terrorism losses

10-ton truck bomb $19.1E (Los Angeles)
Loss Scenarios> $10B 90 (Countrywide)
Muclear detonation $297.2B (Mew York)
Eiclogical (anthrax) $209B (New York)
Chemical (sarin gas) $61.7B (Texas)
Radiological $619.7TM (New York)

Source: Modeled in Moody's RMS PTM v4.3, Notes: Occu rence Ioss figures assume 100% WC take-up rates among commercial insureds. All
other lines of business - Property, Life, Liability, B P etc., are ded ph 2023 RMS WC Cost Severities; 2018
RMS Industry Exposure Database [IED]

Itis worth noting that in the world of insurance, US workers' compensation policies are unique;
participation by employers is mandatory in nearly every state. By law, primary workers’' compensation
policies must provide coverage for terrorism risk, and thus the effective take-up rate for this line is 100%.
Unlike other forms of commercial coverage, workers' compensation policies do not include any stated
policy limits, and specific perils, such as terrorism or NBCR, cannot be sub-limited or excluded. Insurers
can only reduce their aggregate workers' compensation terrorism exposure by limiting the number of
employers for which they underwrite coverage in certain areas of high employee concentration. Because
some workers' compensation pools are state funded, without TRIPRA, these pools in the absence of
TRIRPA could be exposed to significant losses or insolvency.
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Thus, insurers monitor their exposures to workers' compensation terrorism loss very closely — in
particular, they monitor concentrations of insured employees in major urban areas and central business
districts (CBD). Insurers also monitor and model the total number of accounts they insure in these areas
for workers' compensation, correlated lines of business, and specific risk characteristics.

During previous reauthorizations, as insurers began to underwrite workers’ compensation policies that
contemplated coverage without the potential financial protections of TRIPRA, most were less willing to
underwrite the risks of employers in certain high-profile industries, with large employee concentrations,
or in certain major cities. Under such conditions, we could potentially see insurers again offer shorter-
term policies expiring before December 31, 2027 and higher workers’ compensation rates and
premiums.

Organizations with large concentrations of employees would be the most likely to be affected in such a
scenario. In addition to potential price increases, they also face the possibility that their insurers will
decline to renew their coverage. The issue of employee aggregation affects any employer with a large
number of employees in a single location or corporate campus, as is common among hospitals, higher
education institutions, financial institutions, defense contractors, manufacturing plants, hotels,
professional services companies, as well as power and utility companies.

Additionally, insurers that write multiple lines of business, such as workers' compensation, liability, and
property, will consider the impact of potential terrorism losses across all correlated lines, including cyber
and business interruption. Insurers may decline certain risks outright because they have accumulated
too much risk in a particular CBD, ZIP code, or city, while others may impose a premium surcharge for a
particularly large workers’ compensation risk. Catastrophe modeling has also improved in its ability to
produce detailed, worst-case scenarios — including some that generate losses so large that insurers
would not write coverage in the absence of TRIPRA.

As we approach the reauthorization date, insurers will evaluate their risk appetite, and some will limit
their exposure to workers' compensation for companies with high concentrations of employees in major
cities. It is important to reiterate that because workers' compensation is mandatory, insurers cannot
exclude terrorism-related losses and employers are almost always required to buy terrorism insurance,
the options available to buyers will likely shrink and rates will increase, some dramatically.

In the years leading up to TRIPRA's prior renewals, some insurers attached endorsements to policies
limiting coverage. It is reasonable to assume some insurers will take similar actions as TRIPRA's
expiration date approaches once again. Other insurers could go further and align a policy expiration date
with the program’s December 31, 2027, expiration date.

If TRIPRA is allowed to expire or renewed with significant modifications, it is likely a large number of
employers will be forced to obtain workers' compensation coverage from assigned risk or residual
markets, which are considered to be the insurers of last resort.

Among the unigue issues regarding terrorism coverage and workers' compensation:

«  Workers' compensation is a unigue line of business as specific perils, including terrorism and NECR,
cannot be excluded or even sub-limited.

» Policies are issued on a statutory (non-defined) limits basis.
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+ Employee concentrations result in large accumulations for commercial lines carriers, which becomes
significantly magnified for NBCR event footprints and accumulations.

+ Increased remote and hybrid working arrangements add uncertainty to where employees are ata
given time, which affects insurers’ peak aggregation loss potential.

+  Workers' compensation losses could have among the largest payouts for major terrorism loss events,
based on their continuous medical and indemnity nature.

The economic impact from a TRIPRA non-renewal or notable changes to the trigger, deductibles, and
co-shares could result in significant shifts from the private market to state funds and residual market
pools, and would be particularly challenging for the workers’ compensation line of business.

Industry focus: Healthcare organizations rely on TRIPRA

Healthcare systems already face ongoing financial pressures from rising costs and regulatory
challenges; terrorism-related losses could be financially devastating without affordable insurance.

Hospital systems have a 61% take-up rate for TRIPRA coverage, one of the highest for any industry,
reflecting strong reliance on the federal backstop (see Figure 5). For healthcare systems, TRIPRA offers
cost-effective terrorism coverage — approximately $15 per $1 million of coverage — making it feasible
for them to maintain protection.

Figure 5: Media, hospitality, and healthcare had the highest TRIPRA take-up rates in 2024
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Critical infrastructure and workforce protection

As a critical infrastructure component, it's important that healthcare facilities remain operational during
and after terrorism events. Affordable terrorism insurance supports rapid recovery, resilience, and
continuity of care.

At the same time, protecting healthcare workers through affordable workers' compensation terrorism
coverage is essential to workforce retention and maintaining healthcare delivery capacity.

Hospitals and other healthcare facilities represent potentially attractive, high-impact targets for terrorism
for reasons including:

+ They can hold concentrated, large numbers of vulnerable individuals, including critically ill patients.
* The traditional perception of hospitals as “safe zones" is eroding, increasing their risk profile.

+ They may store hazardous materials (nuclear, chemical, biological, radiological) that could be
exploited in terrorist attacks to cause mass harm.

» Hospitals’ open access, symbolic value, critical community role, and stretched security resources are
features terrorists may seek to exploit.

In March 2025, the American Hospital Association and Health-ISAC issued a warning about social media
posts suggesting 1SIS-K planned coordinated hospital attacks. Although the FBI found no credible threat,
this highlights the perceived vulnerability of hospitals as soft, high-impact targets.

Industry focus: Higher education

Higher education institutions have a strong interest in TRIPRA because it guarantees terrorism coverage
at a reasonable and predictable cost. Universities and colleges hold concentrated exposures in
stadiums, arenas, hospitals, research facilities, and other critical assets, representing billions of dollars in
investments that could be potential targets. Without TRIPRA, most insurers would either exclude
terrorism coverage or price it prohibitively, leaving institutions unable to secure the insurance required by
lenders, bondholders, and governing boards. In essence, TRIPRA provides financial stability and
enables the long-term sustainability of campuses facing catastrophic and unpredictable risks.

Key benefits of TRIPRA for colleges and universities

» Protection of high-value assets: Covers stadiums, laboratories, hospitals, and billions in property
assets.

+ Coverage for large venues: Extends protection to arenas, performing arts centers, and other
facilities that attract thousands.

» Financing requirement: Terrorism coverage is often mandated by lenders and bondholders for
capital projects,

+ Risk management stability: Offers predictability against catastrophic and unpredictable losses,
supporting sound financial planning.
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Financial vulnerability and reliance on TRIPRA

Educational institutions face ongoing financial pressures from rising operational costs, infrastructure
investments, and regulatory compliance. Terrorism-related losses could be financially devastating
without affordable insurance. Many schools and universities depend on TRIPRA-backed terrorism
insurance to manage this risk through accessible and cost-effective coverage. TRIA provides affordable
terrorism coverage — approximately $15 per $1 million — making it feasible for institutions to maintain
protection without diverting funds from their core educational missions.

Critical infrastructure and workforce protection

Schools and universities must remain operational during and after terrorism events to provide student
safety, maintain educational continuity, and support their communities. Affordable terrorism insurance
supports rapid recovery, resilience, and continuity of education services. Additionally, protecting facuilty,
staff, and students through affordable workers’ compensation terrorism coverage is essential for
workforce retention and maintaining institutional capacity.

Educational institutions as high-impact terrorism targets

Schools and universities concentrate large numbers of vulnerable individuals, including children and
young adults, making them potential targets for mass casualty terrorism. The traditional perception of
educational institutions as safe environments is increasingly challenged, raising their risk profile.
Campuses often house critical infrastructure, including research labs with hazardous materials
(chemical, biological, radiological), which could be exploited in terrorist attacks to cause mass harm.
Open access policies, symbolic value as community centers, and often stretched security resources
make educational institutions attractive targets for terrorists. Recent intelligence and security
assessments have highlighted concerns about potential threats targeting schools and universities,
underscoring the importance of preparedness and insurance coverage supported by TRIA.

Current state of the terrorism insurance market

Based on data from AM Best, US property and casualty reinsurance dedicated capital for terrorism is
currently estimated at $1.138 billion. According to Guy Carpenter, global dedicated reinsurance capital
(traditional and third party, for terrorism) is estimated to be $607 billion. Dedicated reinsurance capital for
terrorism in Morth America is estimated at $215 billion.

Reinsurance capacity for terrorism, however, is dependent on a reinsurer's preference, appetite,
expertise, and aggregate constraints. Capital must be deployed to protect all of society's insured risks,
including auto, homeowners, business interruption, and liability. It is important to note that many insurers
and reinsurers (particularly capital and convergence markers) have limited appetite to write terrorism due
to the correlation with a financial market loss. Capacity for terrorism insurance is determined after other
needs are met.

According to AM Best, the US property and casualty market registered a $22.9 billion underwriting profit
in 2024, following four years of losses.

Globally, the insurance industry is adapting to shifts in attack methodologies. We expect threats to
continue becoming more diverse and complex as cyber, including generative Al; drones; NBCR
scenarios; and more add to the array of possible attacks.
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Some tactics used by terrorists are less sophisticated than others, but still deadly. For example, the New
Year's Day 2025 truck attack in New Orleans resulted in 15 fatalities and more than 30 injuries. (The FBI
has reported it is investigating the attack as domestic terrorism, potentially inspired by ISIS.)

While these new attack methodologies tend to generate relatively little property damage, the impact on
businesses can be severe, to say nothing about the impact on human life. In response, we have seen
some insurers offer new coverage options to businesses. According to the Insurance Information
Institute, business interruption costs represented 33% of the losses attributed to the September 11
attacks, followed by property losses at 19%.

Of special interest is coverage for NBCR attacks, which are not typically covered by reinsurance
programs, but can lead to very large losses that in some cases could exceed insurers’ surplus.

A long-term reauthorization of TRIPRA should allow the reinsurance market to continue to assume more
risk and provide insurers with additional terrorism capacity at a constant and measured pace. If,
however, TRIPRA is allowed to expire at the end of 2027 or is reauthorized with substantial increases in
cedent retentions, we believe that terrorism exposed insurers with under $500 million in surplus will likely
need to purchase additional and substantial private reinsurance market capacity both to help protect
capital and satisfy rating agencies and regulators.

This would likely lead to multiple insurers trying to simultaneously access the private reinsurance
market's limited overall capacity. The impact this would have on the aggregate US reinsurance sector
capacity and pricing is not clearly known.

According to the Reinsurance Association of America, the federal share of a $100 billion ground-up loss
subject to TRIPRA would be 51%, with the private market covering the remaining 49%. If TRIPRA is
reauthorized in 2027, the federal share will continue to decline over the years as the marketplace
aggregate deductible rises with premium growth and until the uncompensated insurance industry loss
share (deductibles and the 20% insurer copayment) reaches the industry retention of estimated 350
billion. Taxpayers would continue to be protected since the government is mandated to recoup 140% of
its share of a certified terrorism event.
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Shifting risk and insurance trends: Cyberattacks, captives, and
violent attacks

Cyberattacks escalating

Cyberattacks remain an ever-present and escalating threat over which businesses have little control. For
more than a decade, Marsh McLennan has cautioned that cybersecurity is an increasingly systemic risk

where an attack against one industry may create a cascading impact across the entire economy without

necessarily causing physical damage.

The insatiable demand for data storage, computing power, and scalable services has dramatically
increased the need for speed to market in the expansion of the global digital infrastructure. From data
centers and communications infrastructure to enabling technologies and access to power, investment in
this sector is accelerating, with projections indicating that the global digital infrastructure market will
exceed $4.5 trillion by 2034,

The evolution of digital infrastructure has also heightened awareness of the need to manage
technological risk, which has driven growth in the cyber insurance market for more than a decade. From
around 2013 to 2023, the global cyber insurance market grew at an estimated compound annual growth
rate (CAGR) of approximately 25% to 30% per year. This rapid expansion reflects increasing awareness
of cyber risks and rising demand for coverage.

One of the fundamental pieces of cyber insurance is coverage to protect against losses caused by
damage to digital assets from a cybersecurity attack, as well as lost profits and additional expenses
resulting from business interruptions due to those damaged or inaccessible digital assets. These
coverages are commonly known as data restoration and network interruption coverage.

In 2016, Marsh noted that although cyber insurance included these property-like components that protect
the digital infrastructure increasingly vital to our economy, TRIPRA was silent on whether it covered
cyber losses resulting from acts of terrorism. In response, Treasury designated cyber insurance as a
covered line under TRIPRA; cyber insurance is now eligible for the backstop.

Cyber remains a growing and ever-present risk for US companies, and a systemic risk for our nation. So
long as the vehicle of TRIPRA provides a backstop for large losses arising from a terrorist attack, we
believe that the program should account for cyberterrorism as well. Cyberattacks targeting financial
institutions, the power grid, or intemet service providers could have widespread consequences. In
addition, cyber threats against physical infrastructure, like chemical plants, transportation, and
manufacturing have the potential to cause systemic losses.

At this time, we recommend that any change in the law be required to address the risk of cyber terrorism.
One of the potential difficulties in a potential cyberterrorism event would be the problem of attribution.
Often, it can be difficult to determine definitively who is responsible for carrying out an attack. In the
context of TRIPRA, this could lead to a question of whether the declaration of a terrorist event could be
made without definitive attribution. Potentially, this issue could be resolved with congressional report
language or regulatory guidance that advises that the declaration could be reached based on what
infrastructure the attack targeted, what impact was rendered, and other indicia that could support the
conclusion of terrorism.
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Captive insurance can provide optionality and flexibility

The use of captive insurance provides some policyholders with the flexibility of securing coverage that
may not be readily available in the commercial marketplace.

Marsh Captive Solutions provides management services to approximately 1,900 captive insurers globally
that, for 2023 and 2024, issued 256 policies that covered one or more TRIPRA subject lines.
Approximately 88% of these included at least one standalone terrorism policy; of those, approximately
63% were specific to some or all of the NBCR perils.

Although we have not formally surveyed captive owners regarding their rationale, we believe that most
captives write terrorism coverage, both conventional and NECR, due to the lack of an available
commercial at appropriately high limits and/or costs that are deemed excessive (especially for NBCR)
relative to the risk.

Captives generally provide embedded terrorism coverage for product lines such as general liability and
workers' compensation. This relates to captive participation being determined based on optimizing what
to retain versus what to transfer, especially when a competitive traditional market exists for these lines.
The relatively lower policy limits required, and their availability, often apply equally to the core policy risks
and the peril of terrorism on these lines.

Standalone terrorism policies issued by captives are common for property risks because captives often
serve to provide coverage for higher-risk properties. In such cases, coverage from commercial insurers
is often limited or entirely unavailable at indicated limits and/or for the required perils. Captives can
provide higher limits and/or broader terms versus what commercial insurers are willing to offer, thereby
offering terrorism coverage availability.

TRIPRA enables captive insurers to play a significant role in the terrorism insurance market, allowing
them to adapt quickly to market changes. In addition to the possibility of receiving partial reimbursement
for terrorism losses through TRIPRA, captives are also subject to the Act’s post-loss sharing mechanism.

Thus, regardless of whether a captive insurer experiences a terrorism loss, each policyholder of a
captive that purchases a subject line is required to contribute to the payment of such losses. As a resuilt,
policyholders of captive insurers contribute to expanding the pool of terrorism risk-sharing participants.

Itis important to note that any withdrawal or lessening of the "backstop” TRIPRA provides to reduce or
exclude participation by captives would likely result in some exposures being underinsured or uninsured.
Captives are widely used to supplement what is available in the commercial market, and in some cases
captive insurers are the only available option for certain layers and/or perils. This is most common in
areas of higher perceived risk, such as for property or employee-related coverages in major cities. It is
also the case in sectors such as healthcare, manufacturing, education, and others.

Generally speaking, since captives are best suited to primary operating layers, or as a mechanism for
accessing risk transfer solutions, it is very likely that absent a TRIPRA-like program with a backstop,
captive use for terrorism coverage would change significantly.
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Shifting trends in violent attacks

The terrorism threat landscape continues to evolve. For example, the organization of malicious groups
has both dispersed and expanded, using technology to fit geopolitical trends. There has been a
movement from the analog, hierarchical groups of the 1990s; to digitally connected groups in the 2000s;
to dispersed, ideclogically aligned networks in the 2010s; to the current interconnections between state
and non-state malicious actors. In today's environment, attacks focused on people represent a notable
risk compared to those against property or those of a mixed focus and driven by high frequency,
moderate severity, and the aggregation of possible attack variants (different targets, different weapon
types, and different tactics).

Today, many workplaces remain soft targets, increasingly vulnerable to attack types that are rising
globally such as explosive devices; armed assailants; strikes, riots, and civil commotion (SRCC); and
political viclence. While the threat of intemational terrorism remains in the US, an increase in domestic
extremism, violent acts, and civil unrest are a clearer and more present threat (see Figure 6).

Mativations for attacks are not always clear; sometimes they present a distraction for the original insured
looking for timely and commensurate compensation.

The severity and sources of recent violent acts emanating from various modes of attack can be
significant and continue to evolve. These include:

+ Explosive devices: Insurers continue to monitor loss potential for large explosive attacks, which
aligns with regulatory and rating agency requirements, alongside other emerging sources of loss.

* Gun violence: While gun viclence is unfortunately common in the US, the scale of injury and insured
loss from events such as the Las Vegas Mandalay Bay/MGM, Pulse nightclub in Orlando, a Texas
Wal-Mart, a Buffalo grocery store, and other mass shootings has prompted many to reappraise the
potential insurance impact of such events,

« Strikes, riots, and civil commotion (SRCC): Political and civil rights disputes have led to protests,
riots, and civil commotion. These events are part of a persistent global trend in riots triggered by
socio-economic and political factors.

+ Global political acts: Malicious state acts that fall below the threshold of war appear to be used
increasingly as an extension of politics by states trying to fulfil their foreign or domestic policy aims.
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Figure 6: Increase in domestic extremism, violent acts, and civil unrest in US
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As methods used to perpetrate acts of terrorism continue to shift, so do the at-risk areas. \We can no
longer focus on larger cities, but instead need appropriate coverage to be readily available across the
country. This includes protection against NBCR attacks, which are not typically covered by reinsurance
programs despite the potentially devastating human and economic losses they could generate.

International public-private terrorism risk sharing

Other countries have established public-private risk-sharing mechanisms, with coverage typically
triggered by a national government's declaration that an event was a terrorist attack (see Figure 7).
These programs are structured in a variety of ways to meet the political and market needs of each
nation. For instance, unlike the UK’'s Pool Re and France's GAREAT (Gestion de I'Assurance et de la
Réassurance des risques Attentats et Actes de Terrorisme), TRIPRA does not tap into the private
market for reinsurance, rather losses are funded by the US govemment and later spread throughout the
industry after an event has occurred.
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Figure 7: International public-private terrorism risk sharing
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The presence of private-public mechanisms in different countries shows the importance of a joint

approach in helping to mitigate the economic threats posed by terrorism.
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Conclusion

In Marsh McLennan's view, TRIPRA is a model public-private partnership and remains instrumental in
providing a reinsurance backstop for insurers, allowing them to provide sufficient limits of terrorism
coverage to the business community. TRIPRA affords the private insurance market the ability to provide
affordable capacity even to areas perceived as high risk. It has been essential in making terrorism
insurance available and commercially viable in the US, even in areas perceived as high risk and thus
contributing to economic continuity.

If changes to TRIPRA are to be considered, it is imperative to provide the insurance industry with ample
time to prepare for and implement them. Program reforms should only be made with a full understanding
of shifts in the nature of terrorism and how they may affect policyholders and insurers.

TRIPRA's expiration, or renewal with significant increases in retentions, would likely lead to capacity
shortfalls, with high-profile businesses, top business districts and larger employers — including
universities, hospitals, and hospitality companies — most affected. The expiration of TRIPRA without a
replacement would adversely affect workers' compensation policies and potentially ripple across the
economy. TRIPRA’s benefits that lead us to support reauthorization include:

+ Promotes market stability and continuity: TRIPRA provides a critical federal backstop that
enables the continued availability and affordability of terrorism insurance. Its presence helps prevent
market disruptions, especially in the wake of evolving threats.

+ Encourages insurer participation: The "make available" requirement and federal reinsurance
incentivize insurers to offer terrorism coverage, maintaining a competitive and stable market for
businesses across sectors.

+ Mitigates the financial impact of systemic risk: As cyber threats and other emerging risks grow,
TRIPRA's framework can potentially be expanded to address new forms of terrorism, including cyber
terrorism, helping to mitigate the financial impact of systemic risks.

« Supports business confidence: The program reassures businesses that they can secure coverage
against terrorism-related losses, which is vital for economic stability and growth.

* Prevents coverage gaps: Without TRIPRA, insurers might withdraw from the terrorism market or
significantly increase premiums, leaving many policyholders unprotected or unable to afford
coverage. It is especially critical for workers' compensation coverage.

« Allows for flexibility for future threats: The program's reauthorization allows for adjustments —
such as potential inclusion of cyber terrorism — to remain relevant amid changing threat landscapes.

We believe that Congress should pass legislation to extend this vital public-private backstop well in
advance of its expiration at the end of 2027. Marsh McLennan locks forward to being a resource for
lawmakers as the committee considers legislation to reauthorize the program.
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Chairman FLooD. Thank you very much. Mr. Schupp, you are
now recognized for 5 minutes for your oral remarks.

STATEMENT OF JASON SCHUPP, FOUNDER AND MANAGING
MEMBER, CENTERS FOR BETTER INSURANCE, LLC

Mr. ScHupp. Chairman Flood, Ranking Member Cleaver, and
members of the subcommittee, good morning.

My name is Jason Schupp, and I have been closely involved with
TRIA since the legislation was first introduced nearly 25 years ago.

After retiring from the insurance industry, I formed Centers for
Better Insurance as a self-funded platform to provide policymakers,
regulators, and other insurance industry stakeholders with inde-
pendent analysis of important insurance laws and regulations, in-
cluding TRIA.

In 2015, Congress directed Treasury to collect extensive informa-
tion from participating insurers and publish an analysis of that
data every other year. We now have the benefit of 10 years of data,
and five reports from Treasury.

Each of Treasury’s reports reveals that large corporations have
established their own special purpose insurance companies, known
as captives, to access the Terrorism Risk Insurance Program. In
fact, this data proves that after a large terrorist attack, up to $0.96
out of every $1 that would be paid out under the program would
go to large corporations through their captive insurance subsidi-
aries.

The officers and directors of a captive are almost always the ex-
ecutives of the parent organization, such as its CFO, general coun-
sel, head of tax, and risk manager.

By controlling both sides of the negotiations, and with the com-
fort that the Federal program will bear 80 percent of terrorism
losses, captive owners have been very generous with themselves.

As an illustration, for a mere $10 million premium, the New
York Times company negotiated a $1.3 billion terrorism insurance
policy with its captive that even includes coverage for nuclear, bio-
logical, chemical, and radiological terrorist attacks. Under this one
policy, the Terrorism Risk Insurance Program is on the hook for up
to $1 billion of losses after the captive satisfies a token $20,000 de-
ductible.

The New York Times is hardly unique. Amazon, for example, ne-
gotiated a $2 billion terrorism insurance policy with its captive. In-
deed, in half the scenarios the Treasury has tested, captive insur-
ers and their large corporate parents take at least 90 percent of
program benefits.

Unfortunately this problem is much, much worse than simply so-
phisticated companies figuring out how to exploit benefits under a
Federal program. Treasury is required by statute to recoup 140
percent of program payments through surcharges on all property
and casualty policyholders. In other words, whatever the program
pays to captive insurers, Treasury then marks up by an additional
40 percent and bills all American commercial property and casualty
policyholders.

In one scenario the Treasury developed in Washington D.C., a
truck bomb over at Metro Center, captive insurers would receive
$2.1 billion from the backstop, but captive policyholders would
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wind up paying less than 10 percent of that amount in surcharges.
Somewhere around $200 million.

In stunning contrast, all other insurers participating in the pro-
gram would receive a total of only $243 million, but their policy-
holders would pay 12 times that amount in surcharges, an astound-
ing $3.1 billion.

Treasury’s data shows after a major terrorism attack, captive
and large corporations get billions of dollars, but only paid millions
of dollars in surcharges. On the flip side, the insurers of small busi-
nesses, local governments and non-profits receive millions of dol-
lars, and their policyholders pay billions of dollars back into the
program.

The real picture is probably even more lopsided than Treasury’s
reports reveal because of State secrecy laws that protect captives
and their owners, Treasury collects data from only about 15 per-
cent of U.S. licensed captives, and even then, Treasury has no idea
who owns them.

Through my own research I have uncovered a captive insurer li-
censed right here in the District of Columbia that is ultimately
owned by a sanctioned Chinese military company.

This is not the first time captive insurers have been structured
to undermine a Federal program. Ten years ago the Federal Hous-
ing and Financing Agency kicked captive insurers out of the Fed-
eral home loan bank system after it learned that these captives
had been used to funnel $35 billion in low-cost loans to their ineli-
gible corporate parents.

There are solutions, and I look forward to discussing those in
questions and answers. Thank you.

[The prepared statement of Mr. Schupp follows:]
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Written Testimony of Jason M. Schupp
Founder and Managing Member of Centers for Better Insurance, LLC
Before the House Financial Services Committee, Subcommittee on Housing and Insurance
Hearing Entitled: The Reauthorization of the Terrorism Risk Insurance Act of 2002
Wednesday, September 17, 2025

Centers of Better Insurance, LLC (CBI) is an independent and wholly self-funded
organization that makes available unbiased analysis of key regulatory issues facing the
insurance industry for use by insurance professionals, regulators and policymakers. In 2019,
CBI published a comprehensive and practical 250-page analysis of the Terrorism Risk
Insurance Act of 2002 (“TRIA").]

TRIA has been a successful program. From its outset, this program has enabled insurers to
make coverage against losses from acts of conventional terrorism widely available at
generally accessible pricing. The so-called “federal backstop” — through which Treasury
partially reimburses large losses — has mitigated concerns that another major terrorism
attack in the United States would immediately destabilize the insurance market.

This favorable assessment comes with one significant caveat: TRIA has never been tested
by an actual act of terrorism. Hopefully, it never will be. However, data collected by Treasury
over the last decade strongly suggests that should such a tragic day come the program is
likely to deliver the bulk of its benefits to large multinational corporations through their
captive insurer subsidiaries, while shifting the cost of those benefits onto the backs of small
businesses, nonprofits and local governments through inflated surcharges.

At a minimum, a reauthorization of TRIA should equip Treasury and the public with the tools
necessary to fully understand the impact of captive insurers on the program. Limited data
collected by Treasury and CBI’s own research into these opaque structures reveal:

e Corporate owners of captive insurers are poised to take up to 95% of program
benefits, while bearing only 5% of the burden of policyholder surcharges.

« Treasury has little understanding of the captive insurers participating in the program,
including the identities of the corporations behind them.

* TRIAis not the first time captive insurers have overwhelmed a federal program.

' The Terrorism Risk Insurance Act: Policies, Processes and Controls, Centers for Better Insurance (2019).
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How TRIA Works

At a high level, TRIA is the country’s bargain with the insurance industry. Insurers are required
to “make available” coverage for loss caused by an act of terrorism on the same terms,
amounts, and other coverage limitations as loss caused by a non-terrorism event (e.g.,
losses caused by an accident).? As a practical matter, an insurance company must first offer
a new or renewal policy without a terrorism exclusion.? If the policyholder rejects that offer,
the insurer may (but is not required) to offer a policy with a terrorism exclusion.*

In exchange for this “make available” obligation, Treasury will reimburse insurers for 80% of
their losses exceeding an individually calculated “insurer deductible™® The insurer
deductible is 20% of an insurance group’s prior year direct earned premium.®

Federal Share
80% of Excess Loss

S§807 $883X3 JO %0T
aleys-09 Jainsu|

Insurer Deductible
20% of insurer’s direct earned premium

Reimbursement under the federal backstop only becomes available to participating insurers
if the Secretary of Treasury certifies an act of terrorism.” The insurance industry has largely
incorporated this certification requirement into its terrorism exclusions, such that if the
policyholder elected to have a terrorism exclusion that exclusion would only come into play
if the Secretary issued a certification. The Secretary’s decision whether to certify an act of
terrorism is final and cannot be reviewed by the courts.®

2TRIA, Sec. 103(c).

331CFRE50.20-.23.

*31CFRE50.21(c).

STRIA, Sec. 103(e)(1)(A}). The program is subject to a $100 billion annual cap on the aggregate of the insurer and
federal shares of losses. TRIA, Sec. 103(e}(2)(A). If insurer and federal shares of losses together exceed the cap,
claims payments to policyholders are pro-rated. TRIA, Sec. 103(e)(2)(B).

° TRIA, Sec. 102(7). The backstop is also subject to a $200 million program trigger. TRIA, Sec. 103(e)(1)(B).
Treasury will make no payments under the backstop if total industry losses do not exceed the program trigger.
"TRIA, Sec. 102(1).

5TRIA, Sec. 102(1)(C).
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A captive insurer is a special purpose insurance company typically established by a large
non-insurance group. The purpose of a captive insurer is to provide insurance to its corporate
parent and affiliates.® When TRIA was originally enacted, Congress evidenced concern about
allowing captives to participate in the program.’® However, the statutory definition of
“insurer” was broad enough to (intentionally or unintentionally) sweep captive insurers
licensed by any U.S. state or the District of Columbia into the program.

In the first years following the enactment of TRIA, Treasury repeatedly raised concerns that
captive insurers could be structured to game the program.'? The data Treasury has collected
over the last decade has proven these early concerns prescient.

Traditional insurers (i.e., non-captive insurers) file annual reports with the National
Association of Insurance Commissioners (NAIC) which are available to the public. It is easy
for Treasury to use these reports to identify which insurers participate in TRIA, the owners of
thoseinsurers, and the approximate amount of each insurance group’s backstop deductible.

Captive insurers do not make any filings with the NAIC. Moreover, state regulators claim to
be subject to strict “gag rules” that prevent them from sharing with Treasury or the public all
but the most rudimentary information about the captive insurers they license.'® Accordingly,
Treasury has no direct means through which it can identify how many captive insurers
participate in the program, who owns them, or what their backstop deductibles may be.
Based on its research, Treasury believes that captive insurers make up only 5% of the
program as measured by eligible direct earned premium.'*

? International Risk Management [nstitute, Insurance Definitions.

"“TRIA, Sec. 103(f).

"TRIA, Sec. 102(6). 31 CFR & 50.4(0)(1)(i)(A).

?Interpretive letters of March 2, 2004; September 24, 2004; and October 19, 20086.

'* See Respondent’s Brief, Schupp v. Ohio Department of Insurance, No. 2021-00199PQ, Court of Claims of
Ohio (claiming the “General Assembly did not need to specify that the company names were confidential when
the names are already protected as ‘information’ provided to the superintendent”); Motion to Dismiss
Complaint for Writ of Mandamus, Schupp v. Navarro, C.A. No. K21M-05-020 (recounting Delaware Department
of Insurance’s efforts to prevent public access to "captive insurance company licenses”); Appellee’s Brief,
Schupp v. South Dakota Division of Insurance, No. 32 CIV21-000107, 6th Judicial Circuit of South Dakota
(claiming that state law “create[es] a ‘need to know' atmosphere around captive insurer information™); and
United States of America v. Delaware Department of Insurance, CA No. 20-CV-829-MN-CJB (D. Del.) (resisting
IRS summons that “seeks information pertaining to approximately 200 insurance certificates of authority that
DDOIl issued to micro-captive insurance companies”).

.S, Treasury, Report on the Effectiveness of the Terrorism Risk Insurance Program (June 2024), page 10.
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A comparison of Treasury’s data with aggregated data reported to the NAIC by states that
license captive insurers reveals that Treasury significantly undercounts the number of
captive insurers participating in the program.'®

Treasury Data NAIC Data Difference
Number of Captive Insurers 3365 4167 24%
Total Direct Premium $30.2 billion $44.9 billion 49%

In any event, Treasury only collects data from 615 captive insurers (~15% of known captive
insurers).’®

Every year since 2017, Treasury has developed hypothetical terrorism attack scenarios for
different cities across the country. Participating insurers use widely available models to
report their expected losses and backstop reimbursements based on those scenarios.'”

Even though captive insurers represent a mere 5% of the program by total eligible premium,
Treasury's data analysis shows that captive insurers are in line to receive an average of more
than 70¢ of every program dollar after a terrorist attack. In some scenarios, captive insurers
claim more than 96% of total program benefits.'® Of course, these figures are conservative
given that Treasury collects data from only a small fraction of participating captive insurers.

) . Share of Program Benefits
Data Call S o City Traditional Insurers | Captive Insurers
2024 Atlanta 8.7% 91.3%
2023 Las Vegas 3.6% 96.4%
2022 Miami 63.3% 36.7%
2021 D.C. 10.3% 89.7%
2020 Dallas 55.6% 44.4%
2019 San Francisco 24.0% 76.0%
2018 Chicago 4.8% 95.2%
2017 New York City 67.6% 32.4%
Average 29.7% 70.3%

' Comparison of U.S. Treasury, Report on the Effectiveness of the Terrorism Risk Insurance Program (June
2024), pages 10, 66 and NAIC, Insurance Department Resources Report (Sept, 2023), page 12.

'8 U.S. Treasury, Report on the Effectiveness of the Terrorism Risk Insurance Program (June 2024), page 66.
7.5, Treasury, Beport on the Effectiveness of the Terrorism Risk Insurance Program (June 2024}, page 80.

8 U.5. Treasury, Report on the Effectiveness of the Terrorism Risk Insurance Program (June 2018), pages 47 —
53; U.S. Treasury, Report on the Effectiveness of the Terrorism Risk Insurance Program (June 2020}, pages 49 -
55; U.S. Treasury, Report on the Effectiveness of the Terrorism Risk Insurance Program (June 2022), pages 50 -
54; and U.S. Treasury, Report on the Effectiveness of the Terrorism Risk Insurance Program (June 2024), pages
80-84. Alien insurers are regarded as Traditional Insurers in this table.



Under each of the scenarios it has tested, Treasury is required to recover 140% of backstop
payments by levying a policyholder surcharge on all commercial property and casualty
policyholders nationwide.'® For example, if Treasury pays out $10 billion under the backstop,
TRIA requires Treasury to recoup $14 billion through universal policyholder surcharges.
Because surcharges are based on policy premium, policyholders of traditionalinsurers (e.g.,
small businesses, nonprofits, and local governments) are responsible for 95% of these
surcharges while the corporate owners of captive insurers are responsible for only 5%.

The corporate owners of captive insurers enjoy up to 96% of expected program benefits while
paying just 5% of program costs. Small businesses, nonprofits, and local governments
benefit from as little as 4% of expected payouts while picking up 95% of program costs.

Treasury’s District of Columbia scenario provides a useful illustration of how the program
diverts benefits into the hands of large corporate captive owners at the expense of small
businesses, nonprofits and local governments. Under this scenario, a 5-6 ton truck bomb
detonates on Wednesday, October 12, 2020, at Metro Center (12" and F Streets, N.W.).

" TRIA, Sec. 103(e)(7). In each of the scenarios tested by Treasury, Treasury would be required to impose the
policyholder surcharge under current law. In the case of extreme loss, Treasury has the discretion to waive the
collection of policyholder surcharges. TRIA, Sec. 103(e)(7)(D).
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According to the data collected by Treasury for this scenario, the program would reimburse
traditional insurers an average of 4.2¢ per $1 of insured loss. The program would reimburse
captive insurers an astounding 74.2¢ per $1 of insured loss. In other words, the program
reimburses captive insurers at 17 times the reimbursement rate of traditional insurers.

Further, Treasury would be required to levy policyholder surcharges totaling $3.318 billion.
95% of that surcharge burden ($3.15 billion) would fall on policyholders of traditional
insurers, such as small businesses, nonprofits and local governments. The corporate
parents of captive insurers would pay only 5% of policyholder surcharges ($166 million).

Traditional Insurers Captive Insurers
Total Insured Loss $5809 million $2865 million
Backstop Payouts $243 million $2127 million
Program Payout per $1 of Loss 4.2¢ 74.2¢
Contribution to Surcharge Total $340 million $2978 million
Policyholder’s Surcharge Burden $3150 million $166 million

In sum, the D.C. scenario reveals that corporate owners of captive insurers would take in
more than $2.1 billion in federal funds but pay a mere $166 million in policyholder
surcharges. In contrast, policyholders of traditional insurers would see the benefit of only
$340 million in federal funds but be saddled with $3.15 billion in policyholder surcharges.
Every small business, nonprofit and local government across the country would see a 1.2%
TRIA surcharge on their next insurance bill - even though only 0.1% could be attributed to
federal payments to the traditional insurers providing them insurance. The other 1.1% of the
policyholder surcharge levied on small businesses, nonprofits, and local government would
result from federal benefits paid to the captive insurer subsidiaries of large multinationals.

Case Studies
Over the last five years, CBI has collected what little public information is available about

captive insurers (often through state FOIA litigation). The following are some examples of
how captive insurance companies exploit TRIA.

The New York Times

The New York Times once reported that captive insurance companies are “a financial
strategy that sounds too good to be true.”* The New York Times is in the position to know.

* An Insurer of One's Own? It's Possible, With Caveats, The New York Times (July 13, 2012).
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The New York Times Company (“NYTC”) formed Midtown Insurance Company (“Midtown”)
within 6 months after TRIA was enacted. The New York Department of Financial Regulation
issued Midtown a special captive insurer license on July 10, 2003. Marsh Management
Services manages Midtown.?'

Midtown’s primary business is to sell NYTC a terrorism insurance policy (including coverage
for nuclear, biological, chemical and radiological terrorism) with a $1.3 billion limit at an
annualized cost of $10 million.? Midtown’s current TRIA deductible is $701,960.%° If the
entire NYTC policy paid out, the program would reimburse Midtown $1,039,438,432. NYTC
would be liable for post-event assessment of a mere $19,600, while policyholders of
traditional insurers would pay $1,382,453,111in policyholder surcharges.

Amazon

Amazon.com, Inc. (“Amazon”) formed Day One Insurance, Inc. (“Day One”) in March 2016.
Day One holds a captive insurance license issued by the Arizona Department of Insurance
and Financial Institutions.** Aon Insurance Managers (USA), Inc. manages Day One.

Day One issues Amazon a policy of terrorism insurance with a $1.965 billion per occurrence
limit with no aggregate limit.”® Day One’s TRIA deductible appears to be about $150 million.
If the entire Amazon policy paid out, the program would reimburse Day One $1,452,000,000,
while policyholders of traditional insurers would pay $1,931,000,000 in surcharges.

Aviation Industry Corporation of China, Ltd.

Aviation Industry Corporation of China, Ltd. (AVIC) is a Chinese state-owned aerospace and
defense conglomerate. Through Executive Order 13959, President Trump prohibited U.S.
persons from investing in AVIC. Nevertheless, AVIC’s earlier acquisition of Continental
Aerospace Technologies, Inc. included a District of Columbia domiciled captive insurer.?®
Mangrove Cell 1 PCis a “protected cell” of the rent-a-captive Mangrove Insurance Solutions,
PCC which is owned by Marsh.?’ Litigation currently pends in D.C. Superior Court seeking
records that would shed light on Mangrove Cell 1 PC’s participation in TRIA.2®

2 https://myportal.dfs.ny.gov/web/guest-applications/ins.-company-search.

2 https:/fwww.dfs.ny.gov/system/files/documents/2021/01/1179017. pdf.

* Midtown’s Annual Report obtained via state FOIA request.

2 https:/fsbs.naic.org/solar-external-lookup/.

% Day One’s Financial Statement (Dec. 31, 2022) obtained via state FOIA request.

* https:/fwww.hkexnews.hk/listedco/listconews/sehk/2017/1228/1tn 20171228649, pdf.
Thttps:/fwww.marsh.com/content/dam/marsh/Documents/PDF/US-en/cell-captive-facilities-mangrove-
isosceles.pdf.

#* Schupp v. Dept. of Ins. and Banking, Case No. 2025-CAB-001457 (D.C. Superior Court).
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Other E les of Captive | Exploitation of Federal P

The Federal Home Loan Bank system is intended to provide liquidity to financial institutions
through low-cost loans. Since 1932, insurance companies have been eligible to participate
in the program so long as those insurers invest in mortgage-related assets that reflect a
commitment to housing finance.

About ten years ago, the Federal Housing Finance Agency (FHFA) found that:®

Abundant evidence exists of a prevalent and growing practice by entities that
are themselves ineligible for Bank membership using captive subsidiaries to
achieve a de facto membership status that effectively provides them with the
same access to advances that is available to the types of institutions that are
eligible to become members under the Bank Act. In light of the evidence, FHFA
has concluded that it must take action to prohibit that practice in order to
ensure the fulfillment of one of the key elements of the statutory scheme
established by Congress—limiting Bank membership to the types of
institutions specified in the Bank Act.

At its peak, 40 captive insurers had borrowed a total of $35 billion from the program.® The
FHFA found evidence that Marsh, Willis, and even state insurance regulators promoted the
use of captive insurers to access these low-cost loans.*' By 2016, FHFA promulgated a rule
to kick captive insurers out of the program entirely.**

Every year the Internal Revenue Service publishes a list of “the worst of the worst tax
scams.”* This list has profiled the abusive use of captive insurers to create unwarranted
federal income tax deductions in three of the last five years. In January 2025, the IRS
promulgated a final rule declaring certain captive insurer transactions as “reportable
transactions” which allows the IRS to more effectively and efficiently scrutinize the
legitimacy of those transactions.

While Treasury issued stern warnings to the owners of captive insurers 20 years ago, Treasury
has been silent since as captive insurers have come to similarly overwhelm TRIA. While the
FHFA’s extreme solution may not yet be appropriate here, Treasury should at least follow
IRS’s lead in ramping up its own surveillance of captive insurers and opening the door to
public scrutiny of the role these opaque structures play in the program.

*81FR 3258 (Jan. 20, 2016).

* https:/fwww.fhfa.gov/sites/default/files/2023-11/FAQs-for-Final-Rule_01-12-16.pdf.
*181FR 3256 (Jan. 20, 2016).

81 FR 3246 (Jan. 20, 2016).

3 hitps:/fwww.irs.govinewsroom/dirty-dozen.
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P Ltol T into Captive | Participation in TRIA
Section 103(f) could be deleted in its entirety and replaced with —**

(f) CAPTIVE INSURERS. - No payment may be made by the Secretary under this
section with respect to an insured loss that is covered by a captive insurer,
unless—

(1) the captive insurer is registered with the Secretary, in a public register
in a form prescribed by the Secretary (including at least the name of the
captive insurer and the names of the captive insurer's policyholders)
before the occurrence of an act of terrorism in which the captive insurer
incurs an insured loss; and

(2) the captive insurer has complied with the reporting requirements of
Section 104(f) and (h).

Such an amendment would give Congress, Treasury, and the public tools to better
understand:

* Who has access to program benefits through captive insurers;

« How many captive insurers participate in the program;

« The extent to which policyholders of captive insurers benefit from the program as
compared to policyholders of traditional insurers; and

+ The extent to which the use of captive insurers shift the cost of the program onto the
backs of small businesses, nonprofits, and local governments.

With that information, Congress would be in a better position to decide whether captive
insurers should continue to participate in the program.

Alternatively, Congress may consider whether to amend TRIA at this time to create separate
policyholder surcharge calculations for policyholders of captive insurers (i.e., based on
backstop payments made to captive insurers) and for policyholders of traditional insurers
(i.e., based on backstop payments made to traditional insurers). Such an amendment would
fairly align program benefits and program costs while eliminating the program’s current
subsidization of multinational corporations by small businesses, nonprofits, and local
governments.

*Treasury has never used its authority to expand the program under existing Sec. 103(f) in its more than 20-
year history in administering this Program. Accordingly, it would seem safe to remove it now.
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Toimplementthis change in the calculation of policyholder surcharges, Section 103(e)(8)(D)
would be amended by adding sub-part (IV):

(D) ADJUSTMENT FOR URBAN AND SMALLER COMMERCIAL AND RURAL
AREAS AND DIFFERENT INSUERS AND LINES OF INSURANCE.—

(i) ADJUSTMENTS.—In determining the method and manner of
imposing terrorism loss risk-spreading premiums, including the
amount of such premiums, the Secretary shall take into
consideration—

This amendment would direct Treasury to calculate three policyholder surcharge rates:

Surcharge Rate for Policyholders of: Formula
Program payments to captive insurers +
Total captive insurer premium
Program payments to alien insurers +
Total alien insurer premium
Program payments to all other insurers +
Total all other insurer premium

Captive Insurers

Alien Insurers

All Other Insurers

The term “alien insurer” refers to certain non-U.S. insurers permitted to participate in the
program.®® Participating alien insurers report some data to the NAIC and are somewhat less
opaque than captive insurers. Alien insurers represent 6% of the program by premium.

While the program does advantage alien insurers over traditional U.S. insurers, the alien
insurer advantage is less than that enjoyed by captives. For example, in the D.C. scenario
Treasury’s data reveals that alien insurers only receive a 6X benefit over traditional U.S.
insurers while captives receive a 32X benefit over U.S. traditional insurers.

Total Losses | Program Payments | Federal Share per $1 of Loss
Captive Insurers | $2865 million $2127 million 74.2¢
Alien Insurers $868 million $127 million 14.6¢
All Others $4941 million $116 million 2.3¢

= TRIA, Sec. 102(6)(A)ii).

10
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Chairman FLoOD. Thank you. Commissioner Mais, you are now
recognized for 5 minutes for your oral remarks.

STATEMENT OF COMMISSIONER ANDREW N. MAIS, CON-
NECTICUT INSURANCE DEPARTMENT, ON BEHALF OF NA-
TIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
(NAIC)

Mr. Mais. Chairman Hill, Chairman Flood, Ranking Member
Cleaver, members of the committee, my name is Andrew Mais. I
am the insurance commissioner for the great State of Connecticut,
and past president of the National Association of Insurance Com-
missioners, or NAIC, which represents the primary insurance regu-
lators of the 50 States, the District of Columbia, and the five terri-
tories, and I do appreciate the opportunity to be here today. Thank
you for inviting me to testify today before this committee and
thank you for addressing this important issue more than 2 years
before TRIA, the Terrorism Risk Insurance Act, is set to expire, as
noted, on December 31, 2027.

Your forethought is both appreciated and necessary as insurance
and reinsurance contracts and decisions to deploy capital are made
months, if not years, in advance.

Furthermore, business decisions that depend on access to com-
mercial insurance from deciding to break ground on a commercial
space, to starting a new business, or building more housing are
often years in the making, so understanding that insurance will be
available is critical to supporting the continued growth for commu-
nities and the economy.

State insurance regulators have supported TRIA since its incep-
tion. Our job is clear, we want to make sure insurers can pay
claims, keep the market stable, and ensure that coverage is avail-
able and TRIA is the best type of partnership between the private
market and the government.

The government’s involvement in this instance creates the appe-
tite for a private market to exist and let me be clear here, absent
TRIA, or a similar solution, we do not believe private insurance
carriers would make meaningful capacity for affordable commercial
terrorism coverage available, and this is especially true for smaller
and mutual companies.

Insurance is well-suited to protect against losses from events
where one can make reasonable assumptions about the frequency
and severity of loss: car accidents, house fires, slip-and-fall injuries,
for example but the basic concept of insurability does not apply to
terrorism where neither the regulators, nor the industry possesses
the necessary insight or data to anticipate the frequency or severity
of a terrorist attack, or its impact on the insurance industry sol-
vency.

And furthermore, policyholders lack sufficient knowledge to truly
mitigate their risk. Elsewhere, you can choose to drive carefully or
not, you can install smoke alarms or not, but terrorism is ulti-
mately an attack on the values that we all share as Americans re-
gardless of whether it is a foreign or domestic actor, and regardless
of where it occurs. If our government is the embodiment of the val-
ues that terrorists are attacking, it stands to reason that the gov-
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ernment does bear some responsibility to absorb the financial im-
pact of such an attack.

The tragic 9/11 attacks resulted in more than $40 billion in total
insured losses, of which nearly $25 billion was just property losses.
Now, at the time of the attack, that was greater than the historic
average natural disaster losses of the entire U.S. property casualty
industry in a typical year.

Insurers have a tremendous capacity to absorb losses, but they
are vulnerable to a “tail” event with massive impact. TRIA removes
that “tail” event risk. By doing so, the private market can manage
at least one variable, severity, and offer coverage at reasonable
prices.

To keep commercial coverage available, we support a long-term
TRIA reauthorization of 7 to 10 years. TRIA stabilizes not only the
insurance sector, but the broader economy. Businesses and con-
sumers that live, work and shop in communities in every State
benefit from a stable insurance sector which provides commercial
terrorism insurance only because TRIA exists as a backstop.

This stability has come at little cost to the Federal Government,
fortunately with no claims paid since its creation, knock on wood
again, while insuring a market that takes on billions of dollars in
risk that would otherwise go largely uninsured.

It is also worth noting how TRIA handles more exotic terrorism
risk, including, as mentioned, nuclear, biological, chemical and ra-
diological events, or NBCR. TRIA does not force insurers to cover
these extreme risks, nor does it override policy exclusions. It only
provides a backstop for losses the insurer has already contracted
to cover, and this keeps insurers responsible for their coverage
choices while insuring a Federal safety net for extreme terrorism
events.

Without TRIA the question is simple, should taxpayers cover the
first dollar of losses, or the first dollar after the insurance industry
has paid out more than $53 billion. Thank you, sir.

[The prepared statement of Mr. Mais follows:]
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Chairman Hill, Ranking Member Waters, and Members of the Committee:

My name is Andrew Mais. I am the Insurance Commissioner for the
State of Connecticut and Past President of the National Association of
Insurance Commissioners, or NAIC, which represents the primary
insurance regulators of the 50 states, the District of Columbia, and the five

U.S. territories. I appreciate the opportunity to be here.

Thank you for inviting me to testify today before this Committee and
thank you for addressing this important issue over two years before the
Terrorism Risk Insurance Act or TRIA is set to expire, on December 31,
2027. Your forethought is appreciated and necessary, as insurance and
reinsurance contracts and decisions to deploy capital are made months, if
not years, in advance. Furthermore, business decisions that depend on
access to commercial insurance, from deciding to break ground on a
commercial space, to starting a new business, or building more housing,
are often years in the making, so understanding that insurance will be
available is critical to supporting the continued growth of our communities

and the economy.
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State insurance regulators have supported TRIA since its inception.
Ourjobis clear: make sure insurers can pay claims, keep the market stable,

and ensure coverage is available.

TRIA is the best type of partnership between the private market and
the government. The government’s involvement, in this instance, creates
the appetite for a private market to exist. To be clear, absent TRIA - or some
comparable solution — we do not believe private insurance carriers would
make meaningful capacity for affordable commercial terrorism coverage

available.! This is especially true for smaller and mutual companies.

Insurance is well suited to protect against losses from events where
one can make reasonable assumptions about the frequency and severity of
loss, for example, car accidents, house fires, and slip-and-fall injuries.
However, this basic concept of insurability does not apply to terrorism,
where neither the regulators nor the industry possesses the necessary
insight or data to anticipate the frequency or severity of a terrorist attack or

its impact on the insurance industry’s solvency.

! Although workers compensation contracts do not allow exclusions for terrorism risk, the loss of TRIA could lead
to dramatic price increases in some markets at best, and destabilization of that market at worst.
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Furthermore, policyholders lack sufficient knowledge to truly
mitigate their risk. You can choose to drive carefully or not, or install
smoke alarms or not, but terrorism is ultimately an attack on the values that
we all share as Americans, regardless of whether it’s a foreign or domestic
actor and regardless of where it occurs. If our government is the
embodiment of the values that terrorists are attacking, it stands to reason
that the government bears some responsibility to absorb the financial

impact of such an attack.

The tragic 9/11 attacks resulted in over $40 billion in total insured
losses, of which nearly $25 billion was just property losses. At the time of
the attack, that was greater than the historic average natural disaster

losses of the entire U.S. property casualty industry in a typical year.

Insurers have tremendous capacity to absorb losses, but they are
vulnerable to a “tail” event with massive impact. TRIA removes that “tail
event” risk. By doing so, the private market can manage at least one
variable - severity — and offer coverage at reasonable prices. To keep
commercial coverage available, we support a long-term TRIA

reauthorization of seven to ten years. We have seen no evidence that the



64
private market is willing or able to take on the extreme tail risk of a major
terrorist attack on its own. Alonger-term reauthorization provides stability,
in line with the commercial insurance business cycle and corporate and
commercial decision making, giving insurers the time they need to build

capacity and ensure commercial coverage remains in place.

TRIA stabilizes not only the insurance sector, but the broader
economy. Businesses and consumers that live, work, and shop in
communities in every state benefit from a stable insurance sector, which
provides commercial terrorism insurance only because TRIA exists as a
backstop. This stability has come at little cost to the federal government,
fortunately with no claims paid since its creation, while ensuring a market
that takes on billions of dollars in risk that would otherwise go largely
uninsured. Further, we expect Americans believe their government will
stand behind them, and their communities, in the wake of a terrorist attack,
so TRIA meets that expectation while minimizing exposure for the

government and taxpayers.

Indeed, insurance regulators around the country will soon be asked

to review policy exclusions for 2027 contracts that - based on past TRIA
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reauthorizations - will dramatically reduce coverage if TRIA is not
reauthorized. TRIA's continued and uninterrupted existence is what
catalyzes the private market to take on losses they wouldn’'t otherwise

cover.

Before the federal government pays a dime under TRIA, each
insurance company must cover losses equal to 20% of what it earned in
premiums the year before on eligible commercial policies. For every dollar
of terrorism loss above the deductible, the federal government pays 80
cents, and the insurer pays the other 20 cents, keeping the insurer’s skin in
the game even after the deductible is met. The program only kicks in if total
losses across the whole industry pass $200 million, and there’s a hard cap
at $100 billion per year—anything above that would require Congress to
step in. After the government pays out immediately to stabilize the market,
it then collects the money back from insurers via a surcharge on
commercial policyholders, ensuring taxpayers are not on the hook. So far,
TRIA hasn’t cost taxpayers a penny aside from some staff work to oversee

the program.
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It is also worth noting how TRIA handles more exotic terrorism risks,
including nuclear, biological, chemical, and radiological events—or NBCR.
TRIA doesn’t force insurers to cover these extreme risks or override policy
exclusions. It only provides a backstop for losses the insurer has already
contracted to cover. The one exception is workers’ compensation, which
under state law can't exclude NBCR—so TRIA covers it automatically.
Similarly, insurers can choose to cover cyberterrorism, and if a certified
attack happens, TRIA will help pay those losses. This keeps insurers
responsible for their coverage choices while ensuring a federal safety net

for extreme terrorism events.

While I can’t predict Congress’s response to the next tragic terrorist
attack; without TRIA, the question for you is simple: should taxpayers
cover the first dollar of losses or the first dollar after the insurance industry
has paid out over $53 billion. Thank you for the opportunity to speak and 1

look forward to any questions you may have.
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Chairman FLoOD. Thank you, sir. We will now turn to member
questions. I now recognize myself for 5 minutes for some questions.

Mrs. Heck, kind of a two-part question to start with you. Can
you describe the State of the market before the terrorist attack
September 11, 2001, and then how did the market react in the
aftermath of September 11th?

Mrs. HECK. Thank you.

Chairman FLOOD. Your microphone.

Mrs. HECK. I have to get this right but thank you for the ques-
tion.

Prior to the attacks on September 11th, the concept of terrorism
did not even exist in insurance contracts. So overnight we all of a
sudden had this exposure that could potentially sink every insur-
ance company.

Immediately after the attacks, companies had to recognize that
exposure and pare down concentration. So exclusions were added
to policies, companies were withdrawing from markets, it caused
banks to stop lending, construction projects halted, so essentially
the economy just froze in place until TRIA was put together.

Now, the TRIA program was put together in 2002, and almost
overnight the markets began to behave in a way that was competi-
tive, and it made coverage available and affordable, and it con-
tinues to work that way today.

Chairman FLoOD. Thank you for that. Ms. Sartain, you did a
nice job in your opening remarks talking about the implications of
what failure to reauthorize TRIA would mean. Two-part question
for you, if we fail to reauthorize TRIA by, let us say, January 1,
2027, what will happen to this market?

Number two, what kinds of effects would we see if the program
fully lapsed and was not reauthorized in 2028?

Ms. SARTAIN. Thank you for the question. The insurance market
requires stability, and they need to understand what they are on
the hook for. If we wait too long to reauthorize TRIA, many insur-
ance companies will start withdrawing coverage, limiting coverage,
replacing sunset provisions in their policy, which means they can
write the coverage, but if TRIA is not reauthorized, the coverage
will go away.

If TRIA is not reauthorized, as we saw in 2015 where it lapsed
for about 12 days, the markets do the same thing, they start lim-
iting coverage, they start increasing prices, and they look to sunset
the coverage. I do not believe that terrorism coverage would exist
if TRIPRA is not reauthorized.

Chairman FLooD. Thank you for that. Mr. Webel, because TRIA
has never been tested, the mandatory recoupment provision in the
program has never been tested either. Can you help explain how
mandatory recoupment works under TRIA, and has there ever been
an attempt to conduct an analysis of how recoupment would work
in practice?

Mr. WEBEL. Yes. The recoupment basically, I mean, is subject to
a significant amount of Treasury discretion as to exactly the per-
centages that would be placed and how they would be placed.
There is ability to change what the premiums look like.

The total amount under the law that is supposed to be recouped
is 140 percent of the outlays. There is a time schedule in the law,
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depending on when exactly the terrorism attack occurs and when
these recoupments have to come back.

This timeframe is, frankly, a little unrealistic, I think, particu-
larly for a large-scale attack, so I would expect a future Congress
to definitely revisit those provisions in the aftermath of an attack
at the end of the program.

Chairman FLoOD. Thank you for that. Okay. Fast fact here, you
might not know this, but when the Cornhuskers are playing foot-
ball in Lincoln, the stadium becomes the third largest city in Ne-
?raikaﬁ Ninety thousand people descend to watch the Huskers play
ootball.

Ms. Sartain, talk to me about the impact TRIA’s non-authoriza-
tion would have on colleges and universities given their role in
America and what all happens there?

Ms. SARTAIN. Absolutely. Colleges and universities and edu-
cational systems are some of the biggest buyers of terrorism risk
insurance. As I mentioned in my comments, they represent a sym-
bolic part of the American culture, and it is also where our young
people go to learn and educate and become part of our economy. So
when you have concentrations of individuals in one location, unfor-
tunately they become a prime target for potential terrorist attacks.

The universities need to make sure that they can insure the
property, as well as the individuals, and TRIA provides the back-
stop that gives them confidence to secure both the private insur-
ance that is available in the market, as well as what is available
through the backstop.

Chairman FLOOD. Thank you very much. With that, I yield back.
I now recognize the ranking member of the full Financial Services
Committee, Ms. Waters, for 5 minutes.

Ms. WATERS. Thank you very much. Commissioner Mais, when
TRIA was first established in 2002, it was designed as a temporary
program with expectation that the private insurance market would
eventually assume the risk of terrorism coverage and affordability.
However, time has shown that absent TRIA, private insurance car-
riers would not fill that gap. Since then, TRIA has been reauthor-
ized four times.

In your view, if TRIA were to expire, would the private market
be able and willing to absorb these risks without jeopardizing mar-
ket stability or coverage availability?

What are the benefits of having a longer reauthorization, say, 10
years, or even longer, to our communities in order to provide sta-
bility and consistency for their economic development?

Mr. Mais. Thank you, Ranking Member Waters. One of the im-
portant things that we all face, everybody who has run a business,
everybody who is a regulator understands that certainty is impor-
tant.

When it comes to insurance, that certainty is even more impor-
tant because, as I mentioned in my opening statement, the capital
commitments that are necessary are made in advance, and the cov-
erage has to be available in advance.

For instance, if TRIA were to expire and not be renewed, what
we would expect is that all the coverages that would begin after
January 2026, that would be filled with uncertainty. I would expect
that, as Ms. Sartain said, what happened if TRIA were not re-
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newed, would be the same thing as we saw after 9/11; the coverage
was not available, coverage was—and even if it were, it would have
been too expensive, and we had significant problems, significant
knock-on problems, including what mortgages and what buildings
we simply were not able to have a sit—we were not able to have
the insurance coverage that provided businesses with the certainty
}:‘hat (‘ichey could continue, which means that communities were af-
ected.

A big part of that is that this is not a normal risk. Again, to go
back to normal risk, if you have pretty much everything else, even
your natural catastrophic risk, those are huge, but we can do
things to help mitigate the damage, and we know we could have
a good idea, we can model that damage well.

Terrorism we have no control over. Terrorism is hard to price
properly. So what would happen is that even if terrorism insurance
were, by some magic, affordable, it would be unavailable—or if it
were available, it would be unaffordable, and that is what we are
afraid of.

We as regulators want to make sure that, A, the insurers are
around to pay the claims, that consumers get the coverage they
need, and all of this is made possible when it comes to terrorism
because we have TRIA as a backstop providing that certainty.
Thank you.

Ms. WATERS. Let me just speculate here for a moment. You prob-
ably have been involved in a lot of conversations about what hap-
pened in California and our wildfires. One of our communities, in
particular, has suffered greatly, and there are a lot of problems
that we are finding out about as it relates to what happens when
you have this kind of catastrophe.

One of them, and I do not want to have to ask this question of
you because it may be way out of your range here, but a person
receiving disability, for example, had devastation and the insur-
ance company, of course, was responsible because he had paid his
premiums, he has paid up all of that, but he is being told now that
if he takes the insurance money, that he loses his disability and
if he does not take his disability, even though the insurance com-
pany is going to pay up, he still needs money to live on every day.
So, I was just made aware of this problem, and I am taking a look
at it, but all of these kinds of problems are surfacing as it relates
to insurance. I am sure you have heard about a lot of these.

If you have any suggestions at all based on anything that you
know, or you are hearing that needs to be corrected, what needs
to be strengthened, needs to protect our premium payers, I would
certainly like to have you share that with us.

Mr. Mais. Thank you, Congresswoman. The north star for U.S.
State insurance regulators is consumer protection. No system is
perfect, we do recognize that, and that is exactly why we have sys-
tems in place to address this.

You speak of the wildfires in California, I will tell you it was
probably a month or two ago that we—a whole bunch of us insur-
ance regulators from all——

Chairman FLOOD. The gentlelady’s time has expired. Thank you.
All right. The chairman of the full committee

Ms. WATERS. Thank you.
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Chairman FLOOD. Gentleman from Arkansas, Mr. Hill, is recog-
nized for 5 minutes.

Chairman HiLL. Thank you, Chairman Flood. Thanks again to
the panel for your constructive help on thinking through this reau-
thorization.

Mr. Webel, let us start with you. Thanks for all of your advice
to Congress over many, many years on this topic. I think you have
now studied all four reauthorizations.

What is your observation about this program’s effectiveness? In
other words, you have now seen it be reauthorized, what is your
view on some of the things you have heard today as to the essential
nature of it?

Mr. WEBEL. I mean, I think it has obviously been very effective
in keeping the market going. It is, also, I observed—you know, an
insurance program that never actually has to operate or payout al-
ways looks very effective. So, I think that there are some questions
and probably appropriate congressional oversight of Treasury in
terms of are they prepared, if we did have an attack, what do their
systems look like, what would be going forward.

Particularly since it was set as a temporary program to begin
with, whether or not if—as listening to people, it seems like it may
be a permanent, essentially a permanent program, were all the
structures that were put in place when it was a temporary pro-
gram, does that make sense if it is going to be around for the dura-
tion.

Chairman HirLL. Would you—does Treasury, to your knowledge,
do like tabletop exercises on this, and had they—do you feel that
you are not the Inspector General of Treasury of this program, but
from your observation, is the government functioning in a way like
they are prepared to operate?

Mr. WEBEL. I believe so. I mean, I have had interaction with the
Treasury and the Freedom of Information Act (FOIA) office on var-
ious things of this over the years, and I have always gotten what
I needed out of them when I had questions. I believe in general
that they are doing a good job of being prepared, but I have also,
as a creature of Congress over the years, observed that sometimes
it is not a bad thing for Congress to ask questions, too.

Chairman HiLL. Yes. So you think as a part of this we should
do that and have the committee assess the operational aspects that
the authorization directs of the Treasury?

Mr. WEBEL. I think that is, as I said, always a reasonable thing
for Congress to do.

Chairman HiLL. When you look at these reauthorizations, do you
have comments on whether both policyholders and insurers have a
clear set of expectations about how the program would work if it
ever were deployed, how do you feel about that?

Mr. WEBEL. I mean, I think that they are—I think that the ex-
pectations really are not as clear as they could be, especially in the
realm of nuclear, biological, chemical, and radiological.

I remember past hearings where I would hear people in your
seats talk about scenarios where this would be particularly needed,
and the sort of typical disaster scenario for a high-level terrorist at-
tack goes to a suitcase nuclear weapon in Manhattan, or bombing
a chemical train that is going through an area, and I remember
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thinking to myself in various points of like, that would not be cov-
ered under TRIA because most private policies would exclude that
sort of thing and the program works through those private policies.

So I think there is a hole in the expectations, particularly when
it comes to that.

Chairman HiLL. Well, I think your perspective is really helpful,
and I appreciate the panel’s views as well. I mean, I think that
clarity of what we are insuring and what we are not insuring and
how it works in practice is very important and it should be as-
sessed carefully. I want to thank you, Mr. Chairman, for the hear-
ing, Mr. Cleaver, and I yield back.

Chairman FLOOD. The gentleman yields back. The ranking mem-
ber of the subcommittee, gentleman from Missouri, Mr. Cleaver, is
now recognized for 5 minutes.

Mr. CLEAVER. Thank you, Mr. Chairman. Mr. Webel, the chair-
man and I are from the same center of the country, Nebraska, Mis-
souri, and so, there is sometimes this misguided perception that
only the west coast or the east coast, New York or Los Angeles are
places that should think about TRIA. Will you please explain why
TRIA is important in different regions of the country?

Mr. WEBEL. Sure. I am from the southern part of Illinois, so I—
a long way from Chicago, so I do understand.

I think that the chairman mentioned, particularly at Nebraska
stadium, it is full of people. Educational institutions need terrorism
coverage, too. We have large-scale universities across the country.
There is any number of potential places that a terrorist could at-
tack that would cause damage that people do not think about, and
it is precisely—the terrorists are seeking those sorts of places to at-
tack.

So I do think that the coverage is needed in places outside of Los
Angeles and New York, and that TRIA has helped get coverage to
those places.

Mr. CLEAVER. Thank you very much. Mr. Mais, in your testimony
this morning you note, and I quote, the question is simple, should
taxpayers cover the first dollar losses or the first dollar after the
insurance industry, unquote. I actually agree with you that with or
without TRIA, the Federal Government would step in, and TRIA
is the best outcome for taxpayers.

How long would you like to see TRIA reauthorized, you know,
understanding the tradeoffs and so forth?

Mr. MAIs. Short answer to that is as long as possible but it is
certainly up to this committee, but certainty for all of us is best.

Mr. CLEAVER. Actually, it is not up to this committee, but I do
think that the entire Congress would very likely agree with what
you just said. I just want to make sure that it gets on the record.

Mrs. Heck, over the years some have argued that TRIA is effec-
tively crowding out the private reinsurance market by providing
Federal reinsurance. If the private reinsurance industry were will-
ing and able to provide this coverage, then I would expect them to
lobby against TRIA in order to push out the competition, and yet
that is not the case. In fact, in 2024 the Treasury report stated,
and I quote, Treasury has no—has not observed any aspects of the
program that have discouraged or impeded insurers from providing
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property and casualty claims, and that TRIA is actually not crowd-
ing out the private sector. What say you?

Mrs. HECK. Thank you for the question. The program actually
encourages the private marketplace. If the program were not in
place there would be very few market participants. We saw that in
the aftermath of 9/11, and, of course, in 2014, even though it was
only for 12 days, we saw the market reaction. So it is precisely be-
cause of the program that we see private participation.

Now, one thing that I want to press upon you is the fact that in
order for the coverage to be available and affordable, it is impor-
tant to have a range of carriers involved in the program, which
means making it possible for small, mid-sized, and large carriers
to participate, which means that the triggers and the deductibles
matter.

Mr. CLEAVER. Thank you. Mr. Chairman, I yield back.

Chairman FLOOD. The gentleman yields back. The gentleman
from Tennessee, Mr. Rose, is now recognized for 5 minutes.

Mr. Rose. Thank you, Chairman Flood and Ranking Member
Cleaver for holding this important hearing and thank you to our
witnesses for being with us today.

Mrs. Heck, I want to follow up on where Congressman Cleaver
just was, and Mr. Webel, I will come to you as well because I am
kind of curious why, why do you believe a private market would
not naturally form here and be robust, what is your—I mean, I
have my own intuition or suspicion there, but tell me why you
think that is true if TRIA was gone.

Mrs. HECK. Because we—well, first of all, we do not have to
guess because we saw it happen. The reason for that is because the
exposure is too large and too unpredictable that a carrier, the pri-
vate market is not willing to put their capital at risk at something
that they cannot quantify.

Mr. ROSE. Impossible to underwrite.

Mrs. HECK. It is. It is impossible. So because of the unpredict-
ability, and the fact that terrorists can change where they attack
just because they choose to, you cannot use the past to be able to
predict the future. Any of the metrics that could help in trying to
model that exposure is protected as a matter of national security,
so it is just not possible.

Mr. ROSE. So is not a part of that kind of the implied or implicit
belief that the government will backstop this, would be required to
in some way, do you think that is true, is that what is also driving
those who might desire the coverage to not go seek it out because
they think, well, the government is going to be there for us?

Mrs. HECK. Yes. I actually think it is the opposite, because the
backstop is there the private market is willing to put out limits,
because they are able to understand what that exposure is.

Every insurance company has to manage their capital and the
issue with a terrorism attack is that it is so potentially catastrophic
that it could sink the company. So companies are not willing to put
their balance sheets at risk because it would cause multiple insol-
vencies. So because the backstop is there and the government can
step in, it makes it possible to put out limits because there is some
certainty. The really good news about the program is that tax-
payers are fully protected because every dollar is paid back 40 per-
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cent higher than what the government outlays. So it is just a way
to smooth the losses so that carriers can put some—you know, put
out limits.

Mr. ROSE. But I have some skepticism about whether we would
actually recover that money after the fact, and so I wonder, should
there not be a more proactive plan for putting something away for
a rainy day, if you will?

Mrs. HECK. Well

Mr. RoSE. Even though this has never been triggered, right, not
once.

Mrs. HECK. In my opinion, it is not necessary because what we
have seen over the past 24 years is having the backstop in place,
it has allowed for a viable market.

I do not know that would necessarily add anything because at
the end of the day the Treasury Department has the authority em-
bedded in the law to collect the money, and they also have the au-
thority to be able to collect more than what is provided for in the
statute.

Mr. ROSE. Do you think that we should, in some way, index the
triggering numbers so that over time they do not become small
enough that they are maybe ineffective?

So the $5 million and $200 million trigger, I mean, if we index
those from when TRIA was originally put in place, they would be
quite different today. Should we do that so that the program does
not become kind of obsolete in that regard?

Mrs. HECK. Well, I will talk about the two triggers separately.
So with regard to the $200 million trigger, I do not think that trig-
ger should be changed in any way because the trigger actually pre-
vents market participation for small carriers.

Because of the way that the make-available provision works,
which requires every company to offer the coverage if—for every el-
igible line of business, a smaller company could be in a position
where a scenario happens. They have made the coverage available.
They sustained losses. They have exhausted their deductible, but
they cannot recover under the program because the trigger is too
high.

The large companies are not impacted by the trigger, so I would
argue, the trigger does not do much to protect taxpayers in any
way.

Mr. ROSE. Thank you. My time is expired. I appreciate your an-
swers.

Chairman FLOOD. The gentleman yields back. The gentlewoman
from New York, Ms. Velazquez, is now recognized for 5 minutes.

Ms. VELAZQUEZ. Thank you, Mr. Chairman and Ranking Mem-
ber, for this important hearing. For me, this is deeply, deeply per-
sonal. I know exactly where I was, primary day in New York City
for mayor, and I was standing in front of a school.

My staff called me and said, Something happened at the World
Trade Center. Then another call, another tower, and I realized that
something was really, really wrong.

So I would like to ask you, by a show of hands, does anyone on
the panel think the TRIA program should not be reauthorized?

Good.




74

Ms. Sartain, the program is not currently set to expire until
2027, but can you explain why it is important to reauthorize the
program early and why a long-term reauthorization is needed?

Ms. SARTAIN. Thank you for the question. Again, insurance com-
panies and policyholders require stability so that they can make fu-
ture plans.

As we saw in 2015 when TRIA lapsed, insurance companies
needed to respond to limit the capital that they had exposed, and
so we saw policyholders losing coverage, seeing increased pre-
rrilun:is or seeing some set provisions in the policies that were
place

So by reauthorizing early, we allow the insurance market to con-
tinue to function well and smoothly, as well as managing the ex-
pense associated with this risk.

Ms. VELAZQUEZ. Thank you.

Mr. Schupp, you say in your testimony, and I quote, Treasury re-
peatedly raised concerns that captive insurers could be structured
to gain the program. Can you please explain this statement?

Mr. ScHUPP. Certainly. Thank you. In the early years of the pro-
gram, Treasury had acute concerns that a captive insurance com-
pany which, remember, is just a subsidiary of a noninsurance com-
pany—most Fortune 500 companies have one—that because the de-
ductible which we have talked about is 20 percent of prior-year, di-
Eect—earned premium, that deductible, by utilizing a captive, would

e tiny.

So in my example of the New York Times, and I picked them be-
cause I can get to that data—this data is very hard to find—they
have, last year, they had total premium in their captive of about
$800 000, maybe $850,000.

That gives them a $19 000 deductible under the program. After
that, Treasury is on the hook for 80 percent of losses.

In contrast, a company like an AIG or a Travelers may have a
backstop deductlble of $2 billion.

Ms. VELAZQUEZ. How should we address this concern?

Mr. ScHUPP. I think there are two ways to address it: Number
on% 1is information, some transparency, both to Treasury and to the
public.

So Treasury is not able to collect data from these captives. It is
shooting in the dark, where everyone else gets data through the
NAIC, all the other participants. So who is actually participating
in it and who is behind them, what corporations are actually run-
ning it.

Second, there is a way to—very simple way to cutoff the sub-
sidies that are running, and I cover that in my testimony.

Ms. VELAZQUEZ. Thank you.

Ms. Sartain and Mrs. Heck, if you please also address this ques-
tion.

Every tlme we discuss the reauthorization of TRIA, we debate
the program’s triggers. Currently, the Federal Government pro-
vides co-insurance of 80 percent of losses up to $100 billion cap if
the loss exceeds initial deductible of 20 percent of an insurer’s an-
nual premiums for commercial property.

Do you think adjustment to any of these levels are necessary,
even for inflation?
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Ms. SARTAIN. Maybe just two ways to think about that. Because
of the way that insurance is underwritten, based on the values of
the buildings or the risk within it, there is an automatic indexing
that comes through the premiums that are charged.

Second, when it comes to what the triggers are, I think the most
important thing is that there is certainty as to what those triggers
are, and there is not a shock to the insurance markets or the pol-
icyholders as to the change in those triggers.

In terms of changing the triggers, I would suggest that there be
a thorough study of the impact of those triggers on policyholders
and the broader economy.

Ms. VELAZQUEZ. Do you have anything to add?

Mrs. HECK. Oh, yes. So to add to with what Ms. Sartain said,
just to give you an example, my company, for example, our deduct-
ible post-9/11, in 2002, was $10 million, and today it is $250 mil-
lion.

So to Ms. Sartain’s point, there is an automatic indexing that
happens because the basis for calculating the deductible
Chairman FLoOOD. The gentlelady’s time is expired.

Ms. HECK [continuing]. has already considered inflation.

Chairman FLoOOD. Thank you very much. The gentlelady yields
back.

Ms. VELAZQUEZ. Thank you. I yield back.

Chairman FLoOOD. The gentleman from Montana—in fact, he is
the former insurance czar of Montana, Mr. Downing, is now recog-
nized for 5 minutes.

Mr. DOWNING. Well, Thank you, Chairman Flood, thank you,
Ranking Member, and thank you to the witnesses for being here
today.

And, Commissioner Mais, great to see you. Please send my re-
gards back to my former colleagues.

The Terrorism Risk Insurance Program was essential to stabi-
lizing insurance markets after the September 11th attacks, and I
am glad we are having this hearing to evaluate the effectiveness
of the program and its future.

As many of you know, I have long called for the elimination of
the Federal Insurance Office, or FIO, under Dodd-Frank. FIO is di-
rected to assist the Treasury Secretary in administering the Ter-
rorism Risk Insurance Program.

However, this program existed nearly a decade prior to the cre-
ation of FIO and, as far as I know, without any issues.

I am going to start with Mr. Heck—Mrs. Heck. I'm sorry.

Can you tell me what role FIO plays in the Terrorism Risk In-
surance Program and how it operated prior to the creation of FIO
under Dodd-Frank?

Mrs. HECK. So, yes, so prior to the creation of FIO, the program
functioned just fine. There is a small office, the Terrorism Risk In-
surance Program (TRIP) office is part of FIO. There is a small
number of people that participate, and there is no reason why
those people could not continue to operate in the event of attack.

Mr. DOWNING. Right. So to be clear, the program operated just
fine before FIO?

Mrs. HECK. Correct.
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Mr. DOwWNING. If FIO was eliminated today, how would that im-
pact the program?

Mrs. HECK. I do not think that it would impact the program at
all. T think that, again, there are a few people within the TRIP of-
fice which is a sub segment of FIO that could continue to admin-
ister the program and assist the Treasury Department after an
event.

Mr. DOWNING. Right. Thank you.

Mr. Webel, what are your thoughts on FIO and TRIA?

Mr. WEBEL. I think that, I mean, since the last—say, the last 10-
plus years, it has felt like there has been more activity because of
FIO but that is also coinciding with the additional responsibilities
put by Congress when they reauthorized it in 2015.

So you see a lot more activity. There are a lot more reports com-
ing out under FIO, but it is not necessarily clear. Is that because
of FIO or is that because of the fact that Congress has basically
asked the Treasury to do this.

Mr. DOwNING. All right. Thank you.

So as mentioned earlier in this hearing, TRIA was intended to
be temporary until the private markets stabilized and were able to
accurately model and price in the risk of terrorism.

Mr. Webel, to you again. Has the program met these goals?

Mr. WEBEL. Strictly speaking, no. I mean, it is a 3-year tem-
porary program. It is 22 years later. It is still here. So if you take
the Congress at the time that said it is going to be 3 years, then
it did not meet the goal of going out of existence.

I think it has met the goals of backstopping a terrorism market
and mitigating some of the broader economic damage that a lack
of terrorism insurance would have.

Mr. DOWNING. So staying with you, Mr. Webel, what might the
private market look like when a Federal backstop is no longer
needed?

Mr. WEBEL. I mean, I think that—I think it would look dif-
ferent—certainly very different in a sense that there are all the
problems about modeling terrorism that other people have gone
into. It would definitely be smaller.

I think a lot of the risk would remain on bank balance sheets,
much as you see in some other areas where if a bank has a choice
between writing a loan and you cannot get terrorism coverage, are
they1 dgoing to still back the project? In some cases, they probably
would.

So the risk would still be there, but it would probably be more
diffused throughout the financial sector.

Mr. DOWNING. So what would, if any, what would the alter-
natives be to a Federal program?

Mr. WEBEL. I mean, you would have some more private reinsur-
ance perhaps. You would have some primary insurers that might
continue to take on some of the risk, or as I said, you would have
banks and lenders that would essentially be taking on the risk.

Mr. DOWNING. How are other countries, how do they account for
this risk?

Mr. WEBEL. Most other countries or many other countries do
have some forms of backstops. Some of them there terrorism-spe-
cific. Some of them roll it into a broader, catastrophic program that
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does not just cover terrorism but also might cover wind or flood or
other catastrophic events.

Mr. DOWNING. All right. Thank you.

Mrs. Heck, I saw you kind of wiggle there when I was asking
that, so it seems you might have something to say about the pri-
vate market without a Federal backstop.

Mrs. HECK. Yes. I would argue that without the program there
really would not be much of a private market and to your question
as to what would happen after event, I think the Federal Govern-
ment would probably feel the need to step in to be able to stabilize
the economy.

The way the TRIA program works, it actually allows for that to
happen with recoupment so that taxpayers are protected. So in a
sense, what TRIA is doing is, it is preventing the government.

Chairman FLoOOD. The gentlelady’s time is expired.

Mr. DOWNING. Thank you, Mr. Chairman. I yield.

Chairman FLooOD. The gentleman yields back. The gentlewoman
from Massachusetts, Ms. Pressley, is now recognized for 5 minutes.

Ms. PRESSLEY. Thank you.

Every year, thousands of people from every walk of life come to-
gether from around the world for the Boston Marathon. Starting in
Hopkinton, runners traverse 26.2 long miles past schools, homes,
and businesses, toward the finish line in Boston’s Copley Square.

In April 2013, what was supposed to be a festive Monday cele-
bration for the Boston community with smiles and hugs turned into
a nightmare we will never forget. The terrorist attack at the finish
line robbed us of precious souls, injured hundreds who are still re-
covering from physical injuries and invisible wounds, and trauma-
tized thousands.

My neighbors and our community are still healing from tragedy,
which is why I drafted, in close partnership with marathon sur-
vivors, the Post-Disaster Mental Health Response Act. This was
signed into law in 2022.

It is legislation to extend Federal Emergency Management Agen-
cy’s (FEMA'’s) crisis counseling supports to survivors of terrorist at-
tacks, and it is why I especially appreciate today’s hearing focused
on reauthorizing the Terrorism Risk Insurance Act, also known as
TRIA.

For the general public, TRIA is a form of insurance to cover the
economic losses to businesses and is critical to rebuilding commu-
nity after a terrorist attack. It supports brick-and-mortar shops
that are physically damaged, and it helps business owners pay
their employers, so no worker has to worry about bills while focus-
ing on recovery.

But TRIA could be strengthened to better meet the needs of cit-
ies and States. In the aftermath of the Boston Marathon bombing,
businesses waited for weeks, months, and ultimately more than a
year to learn if the Treasury Secretary would classify the assault
on our city as a terrorist attack.

That classification is the essential first step in determining if in-
surance payouts will be backed by the government.

Now, Mr. Webel, can you explain why Treasury may take length-
ened time periods to classify a terrorist attack?
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Mr. WEBEL. I mean, I think there is obvious difficulties in terms
of attribution of terrorist attack, who exactly performed it, that is
critical in determining the certification.

I think in the case, particular of the bombing in Boston, the big-
gest issue was the insured losses not meeting the $5 million certifi-
cation and the fact that it is property casualty losses, not losses to
life and limb and health insurance that count.

So I think that in some ways, a lot of the difficulties here revolve
around the integration of what is a reinsurance program, TRIA, in
primary insurance coverage, which is the coverage that the insur-
ers are giving to the businesses that were around the bombing.

In most cases, primary insurance would go ahead and pay,
whereas if there was reinsurance coverage in the private sector,
there would then be

Ms. PRESSLEY. Thank you.

Mr. WEBEL [continuing]. a negotiation between them but this
intermixing of the two causes, I think, confusion.

Ms. PRESSLEY. Thank you so much, Mr. Webel.

Commissioner Mais, insurers and businesses alike want cer-
tainty on the timing of whether an event will be declared an act
of terrorism. What are the consequences of delays in getting a re-
sponse from Treasury?

Mr. MAis. The consequences of delays in getting a response from
Treasury post-event, is that what you are

Ms. PRESSLEY. Yes.

Mr. MAIS. I am uncertain as to how to respond to that because,
frankly, TRIA is run by Treasury. There are very definite require-
ments that must be met. As we saw in the Boston Marathon, as
was just explained——

Ms. PRESSLEY. Okay, fair enough. Let me ask a question because
the clock is ticking here.

Mr. Webel and Commissioner Mais, there is a proposal to require
Treasury to respond to requests for classification from a Governor
within 6 months, and even if denied, a Governor can make the re-
quest again. This would offer certainty around response timing, but
not finality for an answer.

How could such a system help or hinder the current process for
TRIA?

Mr. WEBEL. I mean, I think it would certainly help the primary
insurers to have certainty to pay out or not to pay out based on
their policies that revolve around certification.

Mr. MAis. Again, I would defer to Treasury and the Congress,
but certainty always helps.

Ms. PRESSLEY. Okay. Thank you.

I truly pray that no community experiences a terrorist attack. No
one should have to live with that pain, that fear, and that trauma.

To my neighbors still struggling in the aftermath and grieving
the loss of a loved one, or what could have been, know that your
Congresswoman sees you and your family.

I yield back.

Chairman FLOOD. The gentlewoman yields back.

A quick announcement. Do not be alarmed if you hear jets over-
head in any 15 minutes. The Blue Angels are doing a scheduled fly-
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over. So I figured with this group of people here today, I want to
put you as ease.

The gentleman from New York, Mr. Lawler, is now recognized
for 5 minutes.

Mr. LAWLER. Thank you for that notification, Mr. Chairman.

We are here just a few days removed from the 24th anniversary
of September 11th, a day that forever changed our country.

Unfortunately, the reality 24 years later is that we still have to
deal with the threat of terrorism. There are people who do not like
us and do not like the ideals and the values of this Nation.

We are grappling with the ramifications of the unholy alliance
between Russia, Iran, China, and North Korea, and those who seek
to undermine and destabilize the free world.

We are also dealing with a rise in extremism. In my district, the
immediate suburbs of New York City, and where a large portion of
my constituents commute into New York City for work, we have
deeply felt the impact of past attacks and remain concerned for the
future.

Today, my district continues to deal with the ramifications of 9/
11, with first responders continuing to die from 9/11-related health
illnesses.

New York remains arguably the largest target of terrorism in the
world. It is critical for our businesses and developers to know both
that they have this coverage and that the coverage is stable and
sustainable for the long term.

Mr. Webel, or Ms. Sartain, what, if any, alternatives are there
to a free, Federal reinsurance terrorism backstop? How do other
countries handle terrorism risk insurance?

Mr. WEBEL. Other countries, as I mentioned, have various mixed
programs. Some focus specifically on terrorism; some rolled into a
more general catastrophic backstop.

In terms of what a program might look like outside of TRIA, ob-
viously most insurance that you get have premiums of some kind
up front, and it would not be impossible to envision a situation
where some of the premium dollars that currently flow to primary
insurers—and Treasury has estimated that over the life of TRIA,
it is probably in the $60-to $70 billion of terrorism premium that
has been collected by primary insurers. You could envision a situa-
tion where some of that was shared with Treasury for the backstop.

The downside to that is that would it increase the cost of ter-
rorism insurance and so to the degree that you want to increase
people purchasing the terrorism insurance so that it is in place
after an event. If you were to charge premiums for TRIA up front,
you would obviously lower that participation rate.

Mr. LAWLER. Mrs. Heck or Mr. Schupp, how important is it for
TRIA to have clear rules and expectations for both policyholders
and insurers, and are there steps that Congress can take to in-
crease certainty in this process should an event ever be certified
under TRIA?

Mrs. HECK. First of all, having clear rules and certainty is crit-
ical. It is critical both to insurance companies who are providing
the coverage, and the business community who need the coverage.
So that is absolutely important.
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With regard to certainty, should there be any changes to the pro-
gram, the program has proven over the past 24 years that it is
really working the way it is designed. So we do not feel that any
legislative changes are necessary.

What we do think is important is that there is swift reauthoriza-
tion for as long a term as possible, and that is going to provide the
most certainty to the market.

The second thing that we think is critically important is to not
increase the trigger to the extent that it would keep out the small-
er companies, because in order to have a market that is thriving
and robust and affordable, it is important to have as many compa-
nies to participat in the program as possible.

Mr. LAWLER. Thank you.

Mr. Scuupp. If I may very briefly, you have to keep in mind that
the provisions of TRIA have made their way into the insurance
contracts, into the reinsurance contracts. So when something
changes here, it has that downstream effect and creates contractual
uncertainty.

It is not just a program that hangs behind, but it is actually infil-
trated the contracts themselves. So any changes need to be done
very early and thoughtfully.

Mr. LAWLER. All right. With the TRIA set to expire at the end
of 2027, obviously anything that would change, or the reauthoriza-
tion, needs to be in 2026 to give certainty to the marketplace.

Ms. Sartain, TRIA includes a mandatory make-available provi-
sion that requires all insurers to offer terrorism coverage to their
insureds.

How has that requirement impacted the operations of small and
larger insurers?

Ms. SARTAIN. It has required that everybody participates, which
means that there is more capacity available in the market than
would otherwise be the case.

Mr. LAWLER. Thank you. I yield back.

Chairman FLOOD. The gentleman yields back. The gentlewoman
from Michigan, Ms. Tlaib, is now recognized for 5 minutes.

Ms. TrAIB. Thank you, Mr. Chairman.

We all know for insurance to really work, it must be able to, I
guess, model and predict the likelihood of an event occurring, right,
in addition to its impact.

However, terrorism risk, and we are talking about this, is incred-
ibly unique here. Much of the information about terrorism risk is
not publicly available, right?

The number of terror events also does not give one a large sam-
ple size to draw from in making certain future predictions.

So Commissioner Mais, you touched on this in your testimony,
but can you give a little bit more detail about why private insur-
ance industry is not well-suited to addressing terrorism risk in par-
ticular?

It is not just what I said, those factors, but also—and no offense
to anybody, it is very pro—just let the private insurance companies
do whatever they want—they just do not do—we almost always
have to force them to do what is right here, even with high risks,
because they are all very driven by profit and so forth.
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I get it, you want to keep the company going and moving but I
think right here, in this unique situation, I think it is important
for, I think, my residents who are listening in, to understand why
we have to have this in place.

Mr. Mais. Thank you, Congresswoman, and, yes, you are abso-
lutely correct. The quality of that risk is simply, it is so difficult
to predict, so you cannot properly price for it.

As regulators, we need to ensure that there is solvency. If you
cannot tell what the result is going to be, the frequency, or the se-
verity, then you are pretty much out there flying blind. For us as
regulators, it would make it difficult to ensure that consumers get
the coverage they deserve.

Ms. TLAIB. Despite this, someone might still think the private
market should be responsible for this reinsure—you know, insur-
ance, not the government.

So, Mr. Webel, when the program briefly lapsed at the end of
2014, did we see private insurers move to exclude terrorism losses?

Mr. WEBEL. Generally, yes. There are provisions put in the con-
tracts calling for that.

Ms. TrAIB. I would like to turn to recoupment because I think—
starting with mandatory recoupment.

Mr. Webel, in your testimony, you write that the mandatory
recoupment would be equal to 140 percent of the difference be-
tween the aggregate retention amount and the total amount of in-
sured losses that were not reimbursed by the government, direct
quote from your testimony.

First, can you help us understand, okay—my mom’s watching—
like, help people understand, because the public need to under-
stand why this is important here. That is my first question, to un-
derstand that sentence and explain aggregate retention.

Second is, the recoupment percentage has changed over time
from 100 percent to 140 percent. Are you—you know, what is the
rationale around that change?

Mr. WEBEL. Sure. The rationale for that, I think, largely revolves
around Congressional Budget Office scoring rules, and that post-
event recoupment actually would get deducted by insurance compa-
nies from other taxes.

So therefore, even though it is being paid to the government, it
would result in less taxes being given to the government in other
places. Therefore, the amount in past reauthorization was in-
creased essentially to allow for this budget-neutral scoring with re-
gard to Congressional Budget Office (CBO).

Ms. TLAIB. Okay. Commissioner Mais, how do you feel about the
congressionally determined parameters within the Treasury Sec-
retary—which the Treasury Secretary makes that decision?

Mr. Marts. We follow the law and the

Ms. TLAIB. Are they too restrictive, too loose?

Mr. MAI1s. Again, we are here to follow the law. Congress decided
there was——

Ms. TLAIB. Are there any changes that you would propose?

Mr. MAiS. There are no—that is really not up to us to discuss
as State insurance regulators. We just——

Ms. TLAIB. Yes.
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Mr. MAIS [continuing]. need to make sure that the coverage is
there and that the companies are solvent.

Ms. TrAIB. Every time I bring up private insurance companies,
the auto insurance industry comes to mind in my district. Every-
body is smiling. They probably know. I got on this committee to
work on that issue.

Does anybody here on this panel know anything about what is
going on with the auto insurance industry? Anyone?

Oh, Mr. Schupp.

Well, because why are they now asking for non-driving factors
like the GPA—literally your GPA of your student in college? What
does that have to do with whether or not you are a good driver?
Does anybody know?

How about ZIP code? How about whether or not you have a
Ph.D. or are you married? What the heck does that have to do with
whether somebody is a good driver or not? How is that a predictor?

Studies show that somebody with a DUI, because he has a high
credit score, is paying three times less than the person with no
DUI but has a lower credit score. Do you not think that is discrimi-
natory?

Mr. ScHUPP. So insurance is discriminatory, right, by its nature.
It is supposed to be discriminatory

Ms. TLAIB. But they are asking for the GPA of our kids.

Mr. ScHUPP. But it is not supposed to be

Ms. TrAIB. What the hell does that have to do with whether or
not we are a good driver?

Mr. ScHUPP. But it should not be unfairly discriminatory, and I
think those are the questions

Ms. TLAIB. I think non-driving factors should be prohibited.

Thank you.

Chairman FLoOD. The gentlewoman yields back. The gentle-
woman from Texas, Ms. De La Cruz, is now recognized for 5 min-
utes.

Ms. DE LA Cruz. Thank you, Mr. Chairman, for holding this
hearing today.

I enjoyed serving as the vice chair of Housing and Insurance
Committee. It is an area that I worked in and—I am sorry—I
worked in housing and insurance for over 20 years, so this is a
meaningful area. I was taken back by the Congresswoman’s com-
ments because unless you have actually worked in the insurance
industry, then you have a better understanding of why these fac-
tors are important.

And so, I would encourage my colleague to actually meet with
people who work in the industry and who understand the statistics
and what drives actual cost.

That put aside, coming from the insurance world, the private in-
surance world, including auto and housing insurance, it is inter-
esting to learn about this large-scale, federally backed insurance
program.

Very recently 9/11 just passed, a sad day in our Nation’s history
and a day of complete terror, especially for our fellow citizens in
New York City. While we hope that a terrorist attack like that
never happens again, we do need to be prepared should something
happen, and that is why we are in Congress.
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So creating the Terrorism Risk Insurance Act, or TRIA, was very
important, and is very important.

This is a bill that has been reauthorized four times in a bipar-
tisan manner, and helps our country, our communities, and our
businesses be prepared for the future.

One benefit of TRIA is that it helps Americans get reliable and
affordable energy by facilitating insurance of critical energy
projects built right here in the United States.

For Texas and my district, this means TRIA supports jobs, as my
State is home to many energy-producing companies, workers, and
projects. TRIA makes terrorism insurance remain both available
and affordable to energy producers in Texas and across America.

Ms. Sartain—excuse if I did not quite get that right—without
TRIA, is it fair to say that insurance would be unable to offer this
coverage which would leave critical infrastructure like refineries,
pipelines, and power plants exposed to catastrophic financial loss?

Ms. SARTAIN. The short answer is yes. Marsh McLennan Compa-
nies also employs people in Texas as we do across the United
States, and the energy sector is an important sector that we serve,
understanding that energy security is key to the security of this
country.

Without TRIA, terrorism insurance would prevent projects from
moving forward, prevent things from moving around the country,
and limit the recovery in the event—unfortunate event of a ter-
rorist act.

Ms. DE LA Cruz. Now, as a Nation, we are moving toward en-
ergy dominance, and TRIA is vital to both our national energy se-
curity and economic resilience. TRIA’s role in stabilizing the insur-
ance market gives energy companies the confidence to invest in
long-term infrastructure and workforce development.

Thankfully, the Treasury has never designated an event that
would activate TRIA provisions, and I hope, quite frankly, that it
never does.

How can we continue to ensure the program is properly prepared
for the future, and are there any potential changes to the program
the witnesses would like to briefly discuss?

Mrs. HEcK.The first thing, by the way, Congresswoman, I ap-
plaud your comments earlier in your testimony.

I mean, one thing that I would like to point out is that insurance
companies are not motivated by profit. What we are motivated by
is providing coverage for our policyholders and being there after a
loss, which means that it is very important that the industry re-
main solvent and be able to cover those losses.

With regard to the current program, what we found is that it
works, and I think what is most important is that we renew it
swiftly for a long term—for a long term so that the program is
there to keep the market stabilized.

Ms. DE LA Cruz. Thank you. In regard to my earlier comments,
one of the things that I like about the insurance industry is that
it is based on facts and not feelings.

With that, I yield back.

Chairman FLoOD. The gentlewoman yields back. The gentle-
woman from Georgia, Ms. Williams, is now recognized for 5 min-
utes.
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Ms. WiLLIAMS of Georgia. Thank you, Chairman Flood and Rank-
ing Member Cleaver, for this hearing today, and thank you to all
of our witnesses, because this is a conversation that I really want
to understand better and make sure that my district understands.

I represent Georgia’s Fifth Congressional District, a region with
a very vibrant business community, and it is centered in Atlanta
where we have a lot of large-scale national security events.

While we cannot predict when and where a terrorist attack could
happen on our American soil, we know that sometimes big events
are a draw, and so that brings a lot of things to mind for me.

The city of Atlanta is preparing to host the World Cup next year,
and it is a stark reminder of what happened almost 30 years ago
when the Centennial Olympic Park bombing happened during the
1996 Olympics.

Now, this was pre-TRIA being implemented, so that was not
something that businesses and the community of Atlanta had ac-
cess to, which is why this is so important to me.

Terrorism risk insurance, or TRIA, is such an important program
and, quite frankly, a program that no matter what side of the aisle
you are on, as you have heard today, we all agree that this is a
program that should exist, and this coverage is very important.

Mr. Webel, I would imagine that most people perceive TRIA as
being a regional issue for big cities—New York, we heard about the
Boston Marathon. Atlanta, in my mind, is, like, up there on that
list.

Also, I heard our chairman when he talked about college foot-
ball—and, Mr. Timmons, this weekend when Georgia Tech beat
Clemson in Atlanta, there were a lot of people in the city of At-
lanta.

[Laughter].

So, I am thinking about Atlanta hosting these large-scale na-
tional security events.

According to Treasury’s 2024 data call, takeup rates for terrorism
risk insurance are relatively high across the country by policy
count. Can you explain why TRIA is important in different regions
of the country?

Mr. WEBEL. I mean, I think the large-scale events that you men-
tioned are a big deal. I think also the critical infrastructure that
your colleague mentioned is a big deal as well.

The truth of the matter is, things can happen in wide swaths of
the country that can cause a lot of economic damage and a lot of
spillover effects, in the transportation system, in gatherings, et
cetera.

And so il

Ms. WiLLIAMS of Georgia. So I am also thinking about rep-
resenting a city that has already been impacted by an act of ter-
rorism. It is a constant reminder of why this is important.

I also represent the world’s busiest and most efficient airport, at
Hartsfield-Jackson International, and I remember a cybersecurity
attack that grounded flights, and that has an impact worldwide.

Then I am thinking about just the ransom that the city of At-
lanta had to pay, and that is not covered by TRIA, and we were
trying to figure it all out.
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It left so many constituents unable to pay their water and utility
bills on time, our airport was grounded, and while TRIA does not
speak directly to cyber insurance, Treasury has provided guidance
to clarify that cyber insurance is included when it is a written line
of insurance that is subject to the program.

Commissioner Mais, do you believe anything further needs to be
done to clarify or expand TRIA’s coverage of cyber insurance, and
as an insurance regulator, do you believe the industry has the tools
to provide sufficient and affordable coverage for current-day
cyberrisk?

Mr. Mais. I do understand the desire to have cyber insurance as
a separate line, but I think what we have seen is that market has
expanded. If we look at the number of policies, it has increased
11.7 percent from 2022 to 2023. We have $16.66 billion in written
premium and the private market.

TRIA exists to ensure that the private—to fill in where the pri-
vate market cannot. If the private market is evolving and providing
coverage, I am worried about unintended consequences if we inter-
vene.

Ms. WiLLIAMS of Georgia. Thank you.

I am going to be running out of time soon, but, Mrs. Heck, given
that TRIA has been extended four times since its inception, what
are the benefits of having a longer reauthorization, say 10 years or
more, so that our communities can have the stability and consist-
ency for their economic development?

I am thinking down the road of big events that we are already
planning for in Atlanta, and just everything that we are hearing
in this day and age, giving a peace of mind to our communities.

Mrs. HEcK. First of all, again, we have proven—the program has
proven that it works. It has been 24 years, and the market has
really stabilized by the program. The longer that we can extend it,
the more stability that we will introduce into the market.

I think to—just some other things to remember

Chairman FLoOOD. The gentlewoman’s time is expired.

Ms. WiLLIAMS of Georgia. Thank you, Mr. Chairman.

Chairman FLoOOD. The gentleman from South Carolina, Mr.
Timmons, is now recognized for 5 minutes.

Mr. TiMmMONS. Thank you, Mr. Chairman.

Mr. Webel, I am going to be directing my questions to you.

Let us go back to 9/11, terrorist attack from Afghanistan, and we
spent hundreds of millions—billions of dollars making victims
whole, and we spent $2.3 trillion in Afghanistan. That was our re-
sponse to a kinetic attack using airplanes to crash into multiple
targets.

I want to talk about cybersecurity. So we have nation-State cy-
bersecurity attacks that attack our businesses here in the U.S. on
a regular basis, and the Federal Government does not really make
whole the victims or the business.

We obviously expect these businesses to have cyber insurance,
and I do not understand the difference between a kinetic attack
that costs hundreds of millions, billions of dollars in damage from
a foreign nation State, versus a cybersecurity attack that costs
hundreds of millions of dollars, billions of dollars to a business and
to victims.
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Should we view these things similarly, and should we create leg-
islation to make victims and businesses whole from nation-State
attacks?

Mr. WEBEL. I mean, “should,” I will leave up to Congress, but I
do think it is a very valid question in terms of how much does the
source of an attack or the source of the damage matter.

The nation-State actor is an interesting question because then
you start getting into acts of war and war exclusions and—I mean,
I do recall seeing some serious analyses post-9/11 that maybe you
could have tried to exclude those under a war exclusion on some
policies, but that the—I think, for partly public relations reasons,
insurers decided they did not want to go down that road because
it would have been a public relations disaster if they had, but these
are questions that I think definitely need to be fleshed out in the
world that we are in, because the attribution of cyberattacks may
be very murky, and it may be very hard to certify a terrorist attack
under TRIA because you are not really sure where this is coming
from.

Mr. TiMMONS. How can an insurance or reinsurance company ap-
propriately underwrite an attack from China, Iran, Russia, North
Korea?

I mean, the resource disparity between a company that is spend-
ing hundreds of millions, billions of dollars to protect their data
and protect their customers’ data, versus the Chinese Government
ii ju?st a nonstarter. How can you actually effectively underwrite
that?

Mr. WEBEL. Well, I think that is a lot of the reasons why from
the insurer perspective, they tend to exclude nation-State attacks
as acts of war and want to say: No, we are not going to cover that
if it is a nation-State actor.

For the individual companies, I think that there obviously needs
to be U.S. Government involvement in helping people in cybersecu-
rity in understanding things.

But in some ways, that the—you know, a lot of it comes down
to hardening your cyberdefenses whether it is a nation-State at-
tack, or whether it is a ransomware from a criminal gang that just
wants to extort money.

Mr. TIMMONS. So our Commander in Chief, his favorite word is
tariffs, and my question is this: Should the U.S. use tariffs to pe-
nalize nation-State attacks to then make the victims and the busi-
nesses whole, and just create the status quo of, if you are going to
engage in cyberattacks—or I will go one further.

If you allow a criminal organization to operate undeterred within
your sovereign borders—I mean, we could do the same thing to a
foreign country that is allowing a criminal organization to operate
within their borders—again, whatever the damages are to the busi-
ness and to the victims, you make them whole. You then levy tar-
iffs against the nation-State that is either responsible directly or is
harboring the criminals indirectly.

Then you say: All right, this is the new status quo. Continue to
attack U.S. businesses and you will be penalized financially. Is that
a reasonable approach to this problem?

Mr. WEBEL. Honestly it is not an approach that I have ever real-
ly analyzed or thought about. I mean, I think that it—I mean, how
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you approach this is probably a policy question above my pay
grade.

Mr. TiMMONS. Would anybody else on the panel like to address
that question about the proposal to levy tariffs to deter nation-state
and—nation-states that are allowing criminal organizations to op-
erate within their borders as a deterrent method? Anybody? Mrs.
Heck?

Mrs. HECK. I could not opine on tariffs per se, but one thing I
would like to say about cyber is that within the TRIA program,
again, if an event is certified by the Treasury Secretary, then it
would be covered under the TRIA program.

So when you distinguish between non-terror events I would urge
Congress to think about is it—you know, can you model it, is there
a private market. Commissioner Mais mentioned that there is a
growing market. So

Mr. TIMMONS. I am out of time. I am going to have to yield back.
Thank you so much.

Mrs. HECK. Okay.

Chairman FLoOOD. The gentleman yields back. The gentleman
from New York, Mr. Torres, is now recognized for 5 minutes.

Mr. TORRES. Thank you, Mr. Chair.

As a New Yorker who came of age amid 9/11, terrorism is no ab-
straction to me. Twenty-four years after 9/11, the specter of ter-
rorism continues to haunt America’s largest city, which in 2025
alone has seen an average of one terror plot per month.

Terror threats have grown dramatically in the decade since 9/11,
and those threats show no signs of subsiding. In the age of emerg-
ing technologies like cyber and AI, the complexity of terrorism is
rising rapidly in real time.

I want to follow up on a number of the questions asked. I have
a question about the applicability of TRIA to cyberterrorism.

What exactly is the difference between a cyberattack and
cyberterrorism, or cyberwar and cyberterrorism, or cybercrime and
cyberterrorism, because these lines can easily get blurred?

Mr. ScHuPP. If I may, so if we look at the statute, what it really
focuses on is the intention of the actor. That is the starting point,
the intent of the actor, the individuals behind the attack, is to in-
fluence the people or the policy of the United States.

In the context of cyberattacks, it is extremely difficult to figure
out who is behind them and the motivation. That is one of the chal-
lenges with certifying a cyber act as an act of terrorism under the
existing structure.

Mr. TorreS. What if it were a cyber attack on the part of a for-
eign government that is hostile to the United States, would that
qualify as a cyberterrorist event?

Mr. ScHUPP. So the statute does include damage to infrastruc-
ture which was always understood to mean electronic infrastruc-
ture, but remember the decision to certify is a political decision, not
a legal decision. The Secretary of Treasury has the sole discretion
to certify, and it is unreviewable by the courts.

So really an act of terrorism is whatever the Secretary of Treas-
ury says.
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Mr. TORRES. I have question about the scope of the Treasury Sec-
retary’s authority, right? Is it just right or is it excessive, and
should judicial review be permitted or prohibited?

Mr. ScHUPP. It is a desire to have finality and quickness. So the
idea was that a single person would make that decision, but we
have seen that it can take a lot of time.

Mr. TORRES. Yes.

Mr. ScHUPP. My own belief is, you could make changes and get
to a really bad decision quickly

Mr. TORRES. It sounds like apart from the $5 million loss thresh-
old, terrorism is whatever the Treasury Secretary says it is. As you
know, Justice Potter Stewart once said, “I cannot define it, but I
know it when I see it,” and that seems to be the standard we apply
to the meaning of terrorism for the purpose of TRIA.

Mr. ScHUPP. My belief as a practical matter, is true.

Mr. TorrgeS. Okay, and is that excessive discretion, or should
there be some judicial review?

Mr. ScHUPP. Judicial review would create enormous uncertainty
that is not tolerable.

Mr. ToRRES. Regarding the necessity of TRIA, is it fair to say—
and I will direct the question to Mrs. Heck—that without TRIA,
there would be no financing or far less financing of projects, with-
out TRIA there would be no operational terrorism risk insurance
market, and without TRIA, few businesses in America could sur-
vive a catastrophic terrorist event?

Mrs. HECK. That is absolutely correct, and we have had 24 years
of experience to see what happens when there is a backstop. We
have seen it happen twice—once after 9/11, and then again in 2014
when the program was allowed to lapse.

Mr. ToRRES. Right. I just find it strange that we are debating the
viability of a private market without TRIA as if we have no life ex-
perience. Like, what was 9/11’s immediate impact on financing and
terrorism insurance?

Mrs. HECK. What happened was, overnight a new catastrophic
exposure just emerged, and insurance companies had to really pare
back. Otherwise, they risked insolvency. So the TRIA program real-
ly stepped in and made it possible to be able—for the economy to
continue.

Mr. TORRES. One of the most common complaints I have heard
about insurance has been inflation. It feels to me that inflation has
been particularly pronounced in the insurance market.

Have those same inflationary pressures affected terrorism risk
coverage? What has been the impact of inflation on terrorism risk
coverage?

Mrs. HECK. Actually, the way the program was designed, it is ac-
tually somewhat embedded in the coverage. So in what the—the in-
surance market, the private market accepts, the underlying
deductibles are based on premiums that are essentially indexed for
inflation because they grow over time.

In general, those——

Mr. TORRES. Because it is a percentage?

Mrs. HECK. Now the percentage has grown, which means that
the private market has picked up additional—additional exposure,
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but it has also grown just because the underlying premiums have
grown.

For example, my company, our deductible after—immediately
after 9/11 under the program was $10 million, and today, it is $250
million. So it has grown significantly.

Mr. TorRRES. Thank you.

Chairman FLOOD. The gentleman’s time is

Mr. TORRES. Thank you.

Chairman FLoOD. The gentleman yields back. The gentleman
from New York, Mr. Garbarino, is now recognized for 5 minutes.

Mr. GARBARINO. Thank you very much, Mr. Chairman, and
thank you for all the witnesses for being here today.

TRIA is a program created following the horrific attacks on 9/11,
an event that deeply and personally affected all of us. As a result
of this attack, insurers and reinsurers began to realize the real,
yet-difficult-to-model risk that resulted from terrorism insurance.

Terrorism insurance was becoming less accessible and increas-
ingll}{r unaffordable, especially in the dense urban areas like New
York.

Mrs. Heck, as a large writer of commercial real estate in New
York City, your company was intimately involved in the creation
of the TRIA program.

Can you help this committee recall the circumstances post-9/11—
I know you touched on it a little bit—but post-9/11 that led to
TRIA and how the program was designed to help?

Mrs. HECK. Yes. The program—so immediately after 9/11, devel-
opment stopped, and what the program did is made it possible for
there to be a viable market, and the program does that really in
three ways: It provides certainty to insurance companies so that in-
surance companies can manage that exposure; it allows for a ro-
bust market by making it possible for small, midsize, and large
companies to participate and taxpayers are really fully protected
under the program.

So when you think about it, all of the stakeholders, it manages
all of the concerns of every stakeholder.

Mr. GARBARINO. While TRIA is not supposed to expire until the
end of 2027, I am glad we are doing this today and know that we
are looking at reauth—Mrs. Heck, you highlight in your written
testimony that TRIA needs to be extended next year in 2026.

Can you please explain what happens if Congress does not ex-
tend the program by the end of next year, what would happen to
insurance contracts in 2027?

Mrs. HECK. Yes, because of the way that insurance contracts are
written, because of the timing, it is important to get this reauthor-
ized before we get into 2027, or what will happen is, if policies
lapse, the expiration of the program, then there will be exclusions
attached to it, and we risk running—having that same disruption
that we saw in 2014.

M?r. GARBARINO. Say that again. If it does lapse, what will hap-
pen?

Mrs. HECK. If it lapses without reauthorization, exclusions will
be attached to the policies so that we run the risk of having the
same problem that we had in 2014, when the program was allowed
to lapse.
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Mr. GARBARINO. I hope it does not lapse, and I am sure the
chairman and other members of the House hope it does not lapse.
Unfortunately, a lot of other things have lapsed because of our col-
leagues over in the Senate, specifically one of them—I will not
mention his name—but hopefully that does not happen here.

As chairman of the House Homeland Security Committee—and I
am going to ask you about cyber just like Mr. Torres did—I held
a hearing last July about the importance of securing operational
technology systems from cyber adversaries.

This includes water treatment facilities, energy grids, and trans-
portation systems, just to name a few.

If a cyberterrorism event caused physical damage to these crit-
ical infrastructure systems, under the TRIA framework, would
those attacks be covered?

Mrs. HECK. A terror—a cyberattack that is deemed a terrorist
event would be covered under the program.

Mr. GARBARINO. Great, that is, as we heard the previous member
ask, that is if it is deemed a terrorism event by the Treasury Sec-
retary?

Mrs. HECK. By the Treasury Secretary.

Mr. GARBARINO. There have been people that have come to me
and talk about the creation of a cyber backstop—Federal backstop
for cyberattacks. Some have suggested tying it to TRIA. I do not
think that is the right way to go.

If we are going to do something, I think it should be done sepa-
rately, and something this committee should look at, if it should be
done separately.

So I think it was very important to put on the record that as
TRIA’s currently written, it does currently cover cyberterrorism
events.

I have about 45 seconds left. A lot of times when we reauthorize
something, we just reauthorize the law from 10 years prior without
any updates. You might have said something already, but are there
any updates that you would like to see put into this, that would
help the law run better? Mr. Schupp?

Mr. ScHUPP. Yes, I do believe that Congress could increase the
data collection abilities of Treasury to reach, in particular, to some
of the more opaque structures, such as captives and alien insurers
where data from the NAIC is very limited.

Mr. GARBARINO. I appreciate that. I am down to 10 seconds, so
if any of you else have any ideas, if you could submit them in writ-
ing, that would be great.

Thank you, Mr. Chairman. I yield back.

Chairman FLOOD. The gentleman yields back. I now ask unani-
mous consent to enter the following statements into the record—
a September 15, 2025, statement from the Coalition to Insure
Against Terrorism; a September 17, 2025, statement from the
American Property Casualty Association; and a September 17,
2025, statement from the Reinsurance Association of America.

Those will be entered without objection.

[The information referred to can be found in the appendix on
pages 94-102.]

Chairman FLOOD. I would like to thank all of our witnesses for
your testimony today.
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Without objection, all members will have 5 legislative days to
submit additional written questions for the witnesses to the chair.
The questions will be forwarded to the witnesses for their response.

Witnesses, please respond no later than October 22, 2025.

This hearing is now adjourned.

[Whereupon, at 11:54 a.m., the subcommittee was adjourned.]
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COALI?ION TO INSURE
AGAINST TERRORISM
www.insureagainstterrorism.org

September 15, 2025

The Honorable Mike Flood The Honorable Emanuel Cleaver II
Chairman Ranking Member

Subcommittee on Housing and Insurance Subcommittee on Housing and Insurance
United States House of Representatives United States House of Representatives
Washington, DC 20515 Washington, DC 20515

Dear Chairman Flood and Ranking Member Cleaver:

Thank you for holding this important hearing to examine the reauthorization of the
program established by the Terrorism Risk Insurance Act of 2002 (TRIA) and its subsequent
reauthorizations (the Program). The Coalition to Insure Against Terrorism (CIAT) is writing
today to express its support for a long-term reauthorization of TRIA and to urge prompt
Congressional action to renew this critical program in advance of its expiration on December 31,
2027.

Terrorism continues to pose a clear and present danger to our nation and to the American
economy. According to the 2025 Annual Threat Assessment from the ODNI, “A diverse set of
foreign actors are targeting U.S, health and safety, critical infrastructure, industries, wealth, and
government. State adversaries and their proxies are also trying to weaken and displace U.S.
economic and military power in their regions and across the globe.”

The Department of Homeland Security’s Office of Intelligence and Analysis 2025
Homeland Threat Assessment states, “Foreign terrorist organizations (FTOs) and their supporters
will maintain their enduring intent to conduct or inspire attacks in the Homeland,”?

There is no homeland security without economic security. One of the stated aims of
terrorists is to disrupt our economy: ... targeting America’s economy is the most efficient way
to draw the path of obliteration of America.>

CIAT is a broad coalition of commercial insurance consumers formed immediately after
9/11 to ensure that American businesses could obtain comprehensive and affordable terrorism
insurance. The diverse CIAT membership represents key elements of the commercial facilities
sector, including commercial real estate, banking, energy, construction, hotel and hospitality,
higher education, manufacturing, transportation, entertainment, the major league sports and
racing, as well as public sector buyers of insurance. According to a 2019 Marsh* study, the

2025 Annual Threat Assessment (ATA), Office of the Director of National Intelligence, March 2025,

22025 Homeland Threat Assessment, Office of Intelligence and Analysis, Department of Homeland Security.

* Quazi Mohammad Rezwanul Ahsan Nafis, declared after being apprehended for plotting to bomb the Federal
Reserve Bank of New York in 2012,

4 2019 Terrorism Risk Insurance Report, Marsh Risk Management Research, 2019,
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education, health care, financial institutions, and real estate sectors had the highest ‘take-up’
rates among the 17 industry segments surveyed — all above 70%.

We believe that the Program has been, and remains, extremely effective in achieving its
primary purpose, which was to stabilize the market following 9/11 and to ensure the continued
availability of terrorism coverage for commercial policyholders in the future. As part of its
national economic security, America needs a stable and reliable terrorism insurance market so
that employers can invest in assets and create jobs without assuming the risk and liabilities of a
terrorist attack. At almost no cost to the taxpayer, the Program has been the key factor in
ensuring that the private insurance market has remained intact and continues to meet the needs of
commercial policyholders during the on-going threat of a future terrorist attack — all while
minimizing federal taxpayer exposure.

Should the Program be allowed to sunset, we would expect a period of profound
economic slow-down — posing a very real threat to our economic and homeland security.
American businesses, schools, real estate owners, bond holders and the entire financial services
system all depend on their ability to finance insured collateral. Without the ability to maintain
adequate insurance coverage, a business or a property owner’s capacity to finance is materially
impaired and its liquidity is jeopardized.

As the principal commercial buyers of terrorism insurance, CIAT members remember all
too well the economic environment that led to establishment of the program. In the aftermath of
9/11, it was virtually impossible for commercial policyholders to secure coverage against
terrorism risk; however, banks and other capital providers would not provide financing without
it. According to a Real Estate Roundtable survey, over $15 billion in real estate-related
transactions were stalled or even cancelled because of a lack of terrorism risk insurance in the 14
months between 9/11 and TRIA's enactment.

Additionally, due to deferred construction investment, the White House Council of
Economic Advisors estimated that there was a direct loss of 300,000 jobs during that period. In
short, the lack of availability of terrorism insurance for commercial policyholders had a very real
and far-reaching impact on the economy. It further underscores the need to have TRIA in place
to minimize the economic fallout from the next terrorist attack.

CIAT concurs with the 2018 Department of Treasury Federal Insurance Office’s “Report
on the Effectiveness of the Terrorism Risk Insurance Program” which concluded that the current
terrorism risk insurance program is “effective in making terrorism risk insurance available and
affordable in the insurance marketplace,”® and that there is insufficient “private reinsurance
capacity for the exposure the Program currently supports in connection with a catastrophic
terrorism loss.” There has been no evidence that private markets can develop adequate terrorism
risk capacity without some type of federal participation.

5 FEDERAL [NSURANCE OFFICE, U.S. DEPT. OF THE TREASURY, REPORT ON THE EFFECTIVENESS OF THE TERRORISM
RiSK INSURANCE PROGRAM 2 (June 2018),
S1d. at 47.
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Without TRIA in place, we believe the availability of terrorism risk coverage will
diminish, or insurers will simply stop offering the coverage altogether. CIAT members have seen
evidence of this each time that the TRIA has been up for renewal (most recently in 2019). In
each instance, policy renewals often included "springing exclusions" which would have voided
terrorism coverage upon the expiration of TRIA.

In conclusion, CIAT continues to believe that the Program has been a tremendous
success. It is a comprehensive plan to provide for economic continuity and recovery in the wake
of a major terrorist attack, while simultaneously protecting taxpayers via a mandatory
recoupment mechanism. We urge Congress to promptly enact a long-term reauthorization of this
important program.

Sincerely,

The Coalition to Insure Against Terrorism

cc: The Honorable French Hill, Chairman, U.S. House Committee on Financial Services
The Honorable Maxine Waters, U.S. House Committee on Financial Services
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Statement of the American Property Casualty Insurance Association (APCIA)
onthe
Reauthorization of the Terrorism Risk Insurance Program

Committee on Financial Services
United States House of Representatives

September 17, 2025

The American Property Casualty Insurance Association (APCIA)' commends Chairman
Flood and Ranking Member Cleaver for taking the important first step of holding this
hearing on the reauthorization of the Terrorism Risk Insurance Act (TRIA}. Since its
enactment, TRIA has been a proven success in its goal of ensuring that commercial
property casualty insurance is available in an age where threats of terrorism unfortunately
continue to face our nation; all while ensuring the American taxpayer is protected.

Representing 74 percent of the U.S. commercial insurance market, APCIA promotes and
protects the viability of private competition for the benefit of consumers and insurers.
Through this lens, APCIA strongly supports the effort of this Committee to quickly
reauthorize TRIA in its current form for as long as possible.

Background

TRIA was first enacted in 2002 in response to the economic challenges the country was
facing in the wake of the terrorist attacks of September 11, 2001. As a direct result of the
unforeseen and unexpected level of covered losses, insurers were forced to explicitly
exclude terrorism risks from coverage in commercial property casualty insurance policies
to ensure adequate solvency. This sudden, but necessary adjustment to the availability of
terrorism coverage created obstacles for new and ongoing construction projects for which
financing became contingent on terrorism insurance. )

Additionally, due to state laws prohibiting the exclusion of individual risk elements
(including terrorism) from workers’ compensation insurance, the realization of the potential

TAPCIA represents the broadest cross section of home, auto, and business insurers of any national trade

association. APCIA members represent all sizes, structures, and regions, protecting families, communities,
and businesses in the U.5. and across the globe.
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for enormous liability to insurers created an affordability and solvency crisis that impacted
employers across the nation.

In a delicate effort to address both issues, TRIA requires insurers to offer terrorism
insurance in return for the benefit of a federal backstop that helps provide immediate
liquidity to insurers to pay for losses arising from catastrophic attacks beyond established
individual insurer retention levels.

TRIAP ic Stabili

TRIA is a bipartisan success story. Since 2002 TRIA has been reauthorized with significant
bipartisan support four times, largely by demonstrating success in ensuring economic
stability in the market at virtually no cost to taxpayers. In 2015, the Congressional Budget
Office (CBO) said that TRIA makes terrorism insurance widely available, reduces the
disruption of a terrorist attack to insurance markets, and provides for an orderly economic
recovery after a future attack.? More recently, the U.S. Treasury Department reported in -
2024 that TRIA has been effective in meeting its statutory objectives to “protect consumers
by addressing market disruptions and ensure the continued widespread availability and
affordability of property and casualty insurance for terrorism risk.”* Stakeholders across
the eéonomy agree that TRIA continues to meet Congressional intent and reauthorization
of TRIA with continued overwhelming bipartisan support is essential.

Unfortunately, the threat of terrorist attacks in the U.S. has not abated. Insurers still face
similar challenges in underwriting the risk of terrorism that they did following the
September 11 attacks including limited historical loss cost data and with risk
characteristics that defy standard insurability. Unlike other risks, such as natural -
catastrophes, where insurers have substantial historical loss data on which to make
projections about the risk of future losses, terrorism events in the United States have
thankfully been relatively rare. Insurers do not have a statistically significant body of data
on which insurers can model the risk and widely offer terrorism coverage based on purely
actuarially sound prices. Additionally, terrorist attacks are deliberate acts committed by
humans whose behavior directly counters the traditional underwriting calculations used in
property insurance. Finally, unlike other risks, mitigation and risk reduction often promoted
and used by the insurance industry to ensure availability of coverage are significantly
limited due to the reliance on classified and nonpublic intelligence data by the government

2 Federal Reinsurance for Terrorism Risk: An Update, Congressional Budget Office, January 6, 2015
* Report on the Effectiveness of the Terrorism Risk Insurance Program, Federal Insurance Office, U.S.
Department of the Treasury, June 2024
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For those reasons, insurers are generally unwilling to assume significant terrorism risks
without the TRIA backstop in place.

Workers’ Compensation

The TRIA Program is especially critical for the workers’ compensation market. Workers’
compensation provides statutory benefits, including lifetime medical benefits,
rehabilitation services, wage replacement, and survivors’ benefits to spouses and
dependent children. These “long-tail” benefits can run for decades and can totalin the
millions of dollars for a single catastrophic injury. Under state law, coverage for injuries
resulting from acts of terrorism cannot be excluded from workers’ compensation policies,
including the terrible injuries that would occur from a nuclear, biological, chemical, or
radiological (NBCR) attack. This coverage requirement is not contingent on TRIA or its
future reauthorization, which presents significant risk to the industry.

Following the terrorist attack of September 11, many insurers were forced to exit portions
of the workers’ compensation market or experienced strained capacity, reducing the ability
for carriers to pay the claims of injured workers, which demonstrated the need for TRIA. Itis
because of these risks that the rating agency A.M. Best previously identified several
insurers for potential downgrades if TRIA were not renewed, and most were workers’
compensation carriers. We anticipate a similar projection as we approach this upcoming
reauthorization.

TRIA Protects Taxpayers

By ensuring that terrorism insurance is readily made available to the private market, TRIA
ultimately provides protection to the American taxpayers from economic loss due to
terrorism. Unlike many other government insurance programs, TRIA ensures that the
private insurers assume responsibility for all but the most catastrophic terrorism losses.
Additionally, in the event of a catastrophic loss where federal funds may be used under
TRIA, taxpayers are further protected through mandatory reimbursement by the
marketplace through post-event surcharges.

Under TRIA, commercial insurers pay all losses under the $200 million aggregate program
trigger. For losses above the program trigger, federal funds do not become available to an
insurer until their covered losses exceed their individual deductible of 20 percent of the
total TRIA-eligible premiums collected by that insurer during prior year. Further, the insurer
is required to pay 20 percent of any covered losses above their deductible before any
federal funds become available. All of this means that for large commercial insurers, an
individual insurer could be responsible for paying over $2 billion before any federal funds
are even provided to that insurer.
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Additionally, TRIA ensures that the marketplace is responsible for repaying any federal
funds made available to an insurer through a post-event surcharge. This post-event
payment structure is particularly appropriate for protecting taxpayers while providing
immediate liquidity to insurers for extreme yet rare catastrophic risk where accumulating
and segregating the necessary capital in advance would be inefficient. This feature,
coupled with the program’s focus on keeping the capital of the private insurance market
heavily involved in insuring terrorism risks, makes TRIA an extraordinarily fiscally
responsible program. This structure also ensures that the primary beneficiaries of TRIA are
insurance consumers and taxpayers — not insurers.

TRIA Deductibles, Co-P P Tri

« Inearly reauthorizations, Congress revised TRIA in order to increase the private
sector’s financial stake in the terrorism insurance market and reduce taxpayer
exposure under TRIA. Since enactment in 2002, the TRIA insurer deductible, the co-
pay, and the program trigger have all gradually increased to the point where the
availability of the federal backstop has become increasingly remote for many
insurers. Further increases to the financial levers under TRIA would ultimately result
in the effective elimination of the federal backstop for some insurers, while
providing little to no additional protection to taxpayers. This elimination of the ability
to access the backstop under TRIA would threaten to resultin insurers needing to
pull back from or exit markets, not only for stand-alone terrorism insurance where
an offer of terrorism insurance is mandatory, but for other lines for which terrorism
coverage is required such as workers' compensation.

When the greatest possible number of strong, viable competitors serve the market,
insurance consumers have more choices, prices are more competitive, and product
innovation is enhanced. Therefore, any additional changes to the deductible, co-pays and
program trigger under TRIA threaten the foundational purpose of the program, to ensure
effective availability of terrorism coverage to promote economic stability both before and
after a terrorist attack; and ultimately fail to serve the purpose Congress originally
intended.

The Perils of Program Lapses and Long-Term Stability

In 2014, even though there was a strong bipartisan demonstration of support to reauthorize
TRIA, Congress allowed the program to lapse for 12 days before reauthorization legislation
was enacted into law. This led to considerable confusion among insurers and
policyholders about the status of in-force terrorism coverage. Mahy insurers had
contingent exclusions included in their non-workers’ compensation insurance policies,
which provided policyholders with terrorism insurance subject to the program'’s



101

reauthorization, When the program lapsed, some of those exclusions took effect and, had
a major loss occurred, the consequences for the country could have been enormous.
Having experienced a lapse in the program, these contingent exclusions have become even
more widely used and the risk of a lapse is included in pricing of workers’ compensation
insurance premiums for policies that offer coverage beyond the expiration of the program.
Therefore, it is imperative that the program not only be reauthorized without a lapse, but
that Congress takes action as early as possible and certainly before January 1, 2027, when
most renewals will extend beyond the expiration date.

Likewise, these market instabilities and impacts will likely not change leading up to future
authorization deadlines. Because of this, while APCIA understands that the Congress feels
a responsibility to reexamine the program periodically, it is important that the program be
extended for as long as possible to ensure long-term stability.

Conclusion

Itis essential for our national security and economy to have a terrorism risk insurance plan
in place to keep America’s business engine running. This includes ensuring that large
construction and development projects can be completed in a timely, cost-effective
manner, as well as ensuring that America’s employers of all kinds are able to provide the
required financial protections to injured workers at an affordable rate. TRIA is a fiscally
responsible program that has cost the taxpayers almost nothing in its 23-year existence,
while supporting economic resiliency and growth. APCIA strongly supports reauthorization
of the current TRIA program as quickly as possible without changes to the financial
thresholds. A long-term extension will continue to encourage insurers of all sizes to provide
private sector capital to compete and ensure availability of terrorism coverage the
marketplace and the economy demand.
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REINSURANCE ASSOCIATION OF AMERICA Telephone: (202) 638-3690
1445 New York Avenue, N.W. 7 Floor, Washington, D.C. 20005 hittp://www.reinsurance.org

September 17, 2025

The Honorable Mike Flood The Honorable Emanuel Cleaver

Chairman Ranking Member

Subcommittee on Housing and Insurance Subcommittee on Housing and Insurance
Committee on Financial Services Committee on Financial Services

U.S. House of Representatives - U.S. House of Representatives

343 Cannon House Office Building 2217 Rayburn House Office Building
‘Washington, DC 20515 Washington, DC 20515

Dear Chairman Flood and Ranking Member Cleaver:

Thank you for convening today’s hearing entitled, “The Reauthorization of the Terrorism Risk
Insurance Act of 2002” and considering the Reinsurance Association of America’s (RAA) views.

The RAA is the leading trade association of property and casualty reinsurers doing business in the
United States. Its membership includes reinsurance underwriters and intermediaries licensed in
the U.S. and those that conduct business on a cross-border basis. The RAA represents its members
before state, federal, and international bodies. )

The Terrorism Risk Insurance Program (TRIP) is an essential risk-sharing plan to help pay insured
claims in the event of a terrorist attack. Congress created TRIP in the aftermath of the attacks of
September 11, and the program remains essential today. TRIP has been a stabilizing force for the
insurance market and allows a market for terrorism insurance so that primary insurers can provide
coverage and reinsurers can reinsure terrorism risk. The program is working, as intended.

The RAA urges Congress to reauthorize TRIP for a long-term period, at least one year in advance
of the program’s December 31, 2027, expiration, to continue to provide needed stability and a
safety net to our economy, employers, and workers. We look forward to working with you and
Members of Congress to achieve this objective.

Sincerely, ’/
—
Y

Frank Nutter
President
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Considerations for Reauthorization

A statement for the record to the Subcommittee on Housing and Insurance, Committee on Financial Services, House of

TERRORISM RISK INSURANCE ACT

What GAO Found

The Terrorism Risk Insurance Act (TRIA) requires the Department of the
Treasury to administer a program in which the federal government would share
some of the losses from a certified act of terrorism with private insurers. After an
event is certified (determined to have met certain criteria), Treasury reimburses
insurers for the federal share of losses, after insurers pay mandated deductibles.

The terrorism insurance market has been stable under the Temorism Risk
Insurance Program. Treasury reported in 2024 that the insurance is generally
available and affordable.

In 2021, Treasury clarified that the Terrorism Risk Insurance Program can cover
terrorism losses on eligible cyber policies. But cerifying cyberattacks under TRIA
can be challenging for three reasons:

1. Cyberattacks may not meet TRIA's requirement that an attack be violent or
dangerous to human life, property, or infrastructure.

2. Cyberattacks may not readily meet the TRIA requirement that attacks be part
of an effort to coerce the U.S. population or govermment, or influence policy.

3. Cyberattacks may not meet the TRIA requirements that damage occur in the
U.S. or in specific areas outside the U.S.

Additionally, the Cybersecurity and Infrastructure Security Agency and the
Federal Insurance Office have not completed an assessment on whether
cybersecurity risks warrant a specific federal insurance response. GAO's
recommendations to both agencies to conduct such an assessment remain open.
If Congress were to consider legislation for a federal cyber insurance response,
GAO's framework for providing federal assistance to private market participants
could help inform its design, such as taking steps to mitigate moral hazard.

Past changes to TRIA reduced federal fiscal exposure, but some future ch

Why GAO Did This Study

In November 2002 Congress enacted
TRIA to protect businesses, ensure
widespread availability and
affordability of insurance for terrorism
risk, and respond to concerns about
how absence of such coverage would
affect the U.S. economy.

This statement for the record provides
information on (1) the stability of the
terrorism insurance market, (2)
TRIA's ability to cover cyber losses,
(3) the impact of past TRIA changes
on federal fiscal exposure and the
potential impact of further changes,
and (4) how the absence of TRIA
could affect the terrorism insurance
market.

This statement is based on GAQ's
prior reporis from May 2014 to June
2022. Detailed information on GAO's
objectives, scopes, and
methodologies can be found in the
published reports.

What GAO Recommends
In its June 20@2 report, GAO made two

may affect affordability and availability. Each reauthorization of TRIA through
2015 reduced the magnitude of the government's explicit fiscal exposure, such
as by increasing the insurer deductible from 7 percent of premiums in 2003 to 20
percent in 2020. GAO found changes to the industry aggregate retention would
have a higher impact on federal fiscal exposure than changing the deductible or
coshare parameters. Insurers told GAQO they considered the potential effect of
program changes in each reauthorization and modified risk-mitigation strategies,
as needed. However, some program changes, such as those to the deductible
and copayment share, and program triggers could affect the availability and
affordability of terrorism insurance.

There could be significant disruptions to the insurance market if no federal
terrorism risk insurance program existed. Our analysis of insurance data and
information from Treasury and industry found TRIA's federal backstop has played
a role in stabilizing the terrorism insurance market. In the absence of a loss-
sharing program, insurers likely would limit coverage or exit certain markets.

that the Department
of Homeland Security and Treasury
assess cyber coverage, which remain
open. Both agencies agreed with GAO's
recommendations. As of May 2025, the
D, Homeland Security

GAQ it planned to continue
collaborating with Treasury on a joint
cyber insurance assessment. In March
2024, Treasury stated it had completed
its initial assessment and determined to
further explore the appropriate form of a
federal cyber insurance response. As of
April 2025, Treasury had not provided
GAQ with an update on when it would
conclude its overall assessment or
communicate the results to Congress.

United States Government Accountabi Office
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Chairman Flood, Ranking Member Cleaver, and Members of the
Subcommittee:

Thank you for the opportunity to submit this statement highlighting our
work examining the Terrorism Risk Insurance Program (TRIP).

After the terrorist attacks on September 11, 2001, insurers generally
stopped covering terrorism risk because they determined the risk of loss
was unacceptably high, relative to the premiums they charged. In
November 2002 Congress enacted the Terrorism Risk Insurance Act
(TRIA) in an effort to protect businesses, ensure widespread availability
and affordability of terrorism risk insurance, and respond to concerns
about the effect on the U.S. economy in the absence of such coverage.!
In this statement, we collectively refer to the 2002 act and subsequent
reauthorizations as TRIA, while we refer to the program itself as TRIP.2

TRIA requires the Department of the Treasury (Treasury) to administer a
program in which the federal government would share some of the losses
from an act of terrorism with private insurers. Not all incidents of terrorism
will trigger reimbursements under the act. The Secretary of the Treasury
must certify that an incident meets TRIA-specified criteria. After an event
is certified, Treasury is to reimburse insurers for the federal share of
losses, after insurers have paid statutorily mandated deductibles.

My statement provides information on the stability of the terrorism
insurance market, TRIA's ability to cover cyber losses, the impact of
previous TRIA changes on federal fiscal exposure, the potential impact of
further changes to TRIA, and how the absence of TRIA would affect
terrorism insurance markets. This information is from our (1) 2014 report
on changes to the terrorism insurance market and potential impacts of
selected changes to TRIA, (2) 2017 report on alternative funding
approaches, (3) 2020 reports on changes in explicit fiscal exposure and

Terrorism Risk Insurance Act of 2002, Pub. L. No. 107-297, 116 Stat. 2322 (2002).
Criginally scheduled to expire at the end of 2005, TRIA was amended and reauthorized in
‘2005 {extended to 2007), 2007 (extended to 2014), 2015 (extended to 2020), and 2019
(extended to 2027).

2Pub. L No. 107-287, 116 Stat 2322 (2002); Terrorism Risk Insurance Extension Act of
2005, Pub. L No. 108-144, 119 Stat. 2680 (2005); Terrorism Risk Insurance Program
Reautharization Act of 2007, Pub. L. No. 110-160, 121 Stat. 1839 (2007); Terrorism Risk
Insurance Program Reauthorization Act of 2015, Pub. L. No. 114-1, 129 Stat. 3 (2015);
Terrorism Risk Insurance Program Reautherization Act of 2019, Pub. L. No. 116-94
(2018133 Stat 2534, 3028,

Page 2 GAO-25-108748



106

the impact of ending the program, and (4) 2022 report on the extent to
which TRIP could provide a backstop to private insurance for catastrophic
cyber losses.? Detailed information on our objectives, scopes, and
methodologies can be found in the issued reports. We conducted the
work on which this statement is based in accordance with generally
accepted government auditing standards. Those standards require that
we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a
reasonable basis for our findings and conclusions based on our audit
objectives.

Background

The purposes of TRIA are to (1) protect businesses by addressing market
disruptions and ensuring the continued widespread availability and
affordability of commercial property/casualty insurance for terrorism risk;
and (2) allow for a transitional period for the private markets to stabilize,
resume pricing of such insurance, and build capacity to absorb any future
losses, while preserving state insurance regulation and consumer
protections. 4

TRIP provides for shared public and private compensation for insured
losses resulting from certified acts of terrorism. Under the current
program, if an event were to be certified as an act of terrorism and
insured losses exceeded $200 million, an individual insurer that
experienced losses would have to satisfy a deductible before receiving
federal coverage. An insurer's deductible under TRIA is 20 percent of its
previous year's direct earned premiums in TRIA-eligible lines. After the
insurer pays its deductible, the federal government would reimburse the
insurer for 80 percent of additional losses and the insurer would be
responsible for the remaining 20 percent. Annual coverage for losses is

35ee GAD, Terrorsm Insurance: Treasury Needs to Collect and Analyze Dala to Better
Understand Fiscal Exposure and Clarify Guidance, GAO-14-445 (Washington, D.C.: May
22, 2014), Te ism Risk : Market Chall May Exist for Current Structure
and Alternative Approaches, GAD-17-62 (Washington, D.C.. Jan, 12, 2017); Terrorism
Risk Insurance: Program Changes Have Reduced Federal Fiscal Exposure, GAO-20-348
(Washington, D.C.: Apr. 20, 2020); Terronsm Risk Insurance: Markef Is Stable but
Treasury Could Strengi Ci icati about lts Py . GAC-20-364
(Washington, D.C.: Apr. 20, 2020), and Cyber Insurance; Action Needed fo Assess
Potential Federal Response to Catastrophic Atftacks, GADO-22-104256 (Washington, D.C.:
June 21, 2022).

415U.8.C. § 6701 n. § 101(b).
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capped—neither private insurers nor the federal government cover
aggregate industry insured losses in excess of $100 billion.s

After an act of terrorism is certified and once claims are paid, TRIA
requires Treasury to recoup at least part of the federal share of losses in
some instances. When insurers’ uncompensated insured losses are less
than a certain amount (up to about $53 billion for 2025), Treasury must
impose policyholder premium surcharges on commercial
property/casualty insurance policies until total industry payments reach
140 percent of any mandatory recoupment amount. When the amount of
federal assistance exceeds this mandatory recoupment amount, TRIA
allows for discretionary recoupment.®

The Terrorism
Insurance Market Has
Been Stable with
TRIA Support

QOur prior analyses of insurance data and information from Treasury and
industry stakeholders found that TRIA has supported a stable market that
ensured coverage of risks that would otherwise be largely uninsured.” In
a 2018 report, Treasury concluded that TRIA made coverage available
and affordable and had supported a relatively stable market over the past
decade. According to the National Association of Insurance
Commissioners, TRIA helps foster the existence of a broader market for
risks that otherwise would be largely uninsured or borne by taxpayers. In
its 2019 report, Marsh, an insurance risk-management company, noted
TRIA's federal backstop remained crucial to the continued stability of the
terrorism risk insurance market.

More recently, in a 2024 report, Treasury reported that terrorism risk
insurance is generally available and affordable.® Treasury noted direct
premiums for the property/casualty sector increased 10 percent from
2021 to 2022, which was the second consecutive year of strong growth in

S0Once combined industry insured losses and federal payments reach $100 billion, no
further payments are made. Insurers remain liable for amounts up to their deductible, even
if the $100 billion cap is reached.

STreasury may recoup additional amounts based on factors that include the ultimate cost
to taxpayers of no additional P it after ¥ i,

diti flardability of ial insurance for small and medium-sized businesses,
and other factors Treasury considers appropriate.

TGAD-14-445, GAD-20-364.

#Department of the Treasury, Federal Insurance Office, Report on the Effectiveness of the
Terrorism Risk Program (W gton, D.C.: June 2024).
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premiums. Further, most commercial property owners continued to
purchase terrorism risk insurance, including most places of worship.

TRIA Backstop Not
Readily Applicable to
Cyberattacks; More
Action Needed to
Assess If Federal
Insurance Response
Is Warranted

TRIA Backstop Designed
for Terrorism Is Not
Readily Applicable to All
Cyberattacks

In June 2022, we reported Treasury issued a final rule in 2021 clarifying
that TRIP can cover terrorism losses on eligible cyber policies.® But
because TRIA was designed specifically as a federal backstop for losses
from acts of terrorism, only losses from cyberattacks certified by Treasury
as acts of terrorism would have TRIA coverage. As a result, even large
cyberattacks that result in catastrophic losses would not be covered
under TRIA if they were not certified as acts of terrorism.

Certifying cyberattacks under TRIA can be challenging for three key
reasons:

1. Cyberattacks may not meet TRIA's requirement that an attack be
violent or dangerous to human life, property, or infrastructure. For
example, a data breach or denial of service attack may result in stolen
data or IT system disruption but may not be a violent act or dangerous
to human life, property, or infrastructure.

2. Cyberattacks may not readily meet the TRIA criterion that attacks be
part of an effort to coerce the U.S. civilian population or the
government or influence policy. Although threat actors might use
cyberattacks to coerce or affect the conduct of the U.S. government,

SGA0-22-104256, Terrorism Risk Insurance Program Updated Regulations in Light of the
Terrorism Risk Insurance Program Reauthorization Act of 2019, and for Other Purposes,
86 Fed. Reg. 30537 (June 9, 2021). In December 2016, Treasury issued interim guidance

ing that certain stand-al cyber ge written in a TRIP-gligible line of
insurance was within the scope of TRIP, so that insurers were obligated to adhere to the
“make available” and disclosure requirements under TRIA. The 2021 final rule cedified in
regulation Treasury's 2016 guidance
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many cyberattacks such as ransomware may be motivated only by
financial gain.

3. Cyberattacks may not meet the TRIA requirement that damage occur
in the United States or in specific areas outside the United States.
Several industry stakeholders cited the potential example of a
cyberattack affecting a U.S. company with a server in an overseas
location as one that likely would not meet this criterion.

More Action Needed to
Assess the Extent to
Which Risks Warrant a
Federal Insurance
Response

In June 2022, we reported that the Cybersecurity and Infrastructure
Security Agency and the Federal Insurance Office both had taken steps
to better understand the financial implications of growing cybersecurity
risks. 10 But neither agency had completed an assessment on whether
these risks warranted an additional federal insurance response. Using a
risk-management process to inform such an assessment could involve
evaluating risks associated with systemic cyber incidents and developing
an alternative to a federal insurance response. It also could examine how
such responses would be triggered and funded or the appropriate amount
of federal support or financial assistance. Such information could be
helpful to Congress for considering policy options and tradeoffs.

We made recommendations to both the Cybersecurity and Infrastructure
Security Agency and the Federal Insurance Office to conduct a joint
assessment for Congress on the extent to which risks to the nation’s
critical infrastructure from catastrophic cyberattacks warranted a federal
insurance response. Both agencies agreed with the recommendations,
which remain open. The Department of Homeland Security told us that,
as of May 2025, the agency planned to continue to collaborate with
Treasury on a joint cyber insurance assessment.

In September 2022, Treasury published a request for information in the
Federal Register to solicit comments related to a potential federal
insurance response to catastrophic cyber incidents and received dozens
of responses. In March 2024, Treasury stated it had begun its initial
assessment of the potential need for a federal response to catastrophic
cyber incidents and determined to further explore the appropriate form of

10The Cybersecurity and Infrastructure Security Agency, an agency in the Department of
Homeland Security, is the lead federal agency for ing efforts to and
manage risks to crtical infrastructure. The Federal Insurance Office in the Department of
the Treasury assists the Secretary with administration of TRIP. The Office alse monitors
the insurance sector, helps develop federal policy on prudential aspects of international
insurance matters, and serves as an advisory member of the Financial Stability Oversight
Council. See GAO-22-104256.
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a federal insurance response, in coordination with the Cybersecurity and
Infrastructure Security Agency.

In April 2025, Treasury stated that it had continued its research and
engaged industry stakeholders, including by hosting a conference in May
2024 that included three panels of cyber insurance experts. As of April
2025, Treasury had not provided a timeline for when it planned to
conclude its overall assessment or communicate the results to Congress.

Defined Criteria and
Security Requirements Are
Among Key Elements for a
Federal Insurance
Response

In June 2022, we reported that if Congress were to consider legislation for
a federal cyber insurance response, our framework for providing federal
assistance to private market participants could help inform its design. "
Three of the eight principles we identified may be particularly important in
any consideration of a federal insurance mechanism for cybersecurity
risk:

+ Problem definition and identification are critical. Defining the
problem could include establishing criteria for the type and magnitude
of cyberattack the federal program would cover. As with TRIP
certification criteria for acts of terrorism, any criteria established for
covered cyberattacks would need to balance risks to critical
infrastructure operations with the potential level of federal fiscal
exposure in the longer term.

+ Interventions should protect government—and thus taxpayer—
interests. Protecting government and taxpayer interests could involve
minimizing exposure and losses by collecting an up-front fee or
premium or establishing an industrywide recoupment mechanism, as
TRIA requires. Measures also could involve ensuring that companies,
particularly those with critical infrastructure functions, take appropriate
steps to manage their cybersecurity risks.

+ In providing assistance, the government should take steps to
mitigate moral hazard. Moral hazard occurs when entities take more
risk than they otherwise would because of the presence of insurance
or other financial assistance. A federal insurance backstop without
any cybersecurity requirements or incentives could result in some
policyholders relying on promised federal assistance rather than
investing in strong cybersecurity controls. One proposed option would

MSee GAO-22-104256; and Financial Assi: : Ongoing Ch ges and Guiding
Principles Related to t i for Private Sector Companies, GAO-10-719
(Washington, D.C.: Aug. 3, 2010). Building on lessens learned from prior financial crises,
we identified eight guiding principles to help serve as a framework for evaluating large-
scale federal assistance efforts and provided guidelines for assisting failing companies
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tie federal assistance for cyber-related losses to cybersecurity
requirements.

Changes in Past
Reauthorizations
Decreased Fiscal
Exposure and
Provide Examples of
Considerations for
Future Changes

Explicit Fiscal Exposure
Decreased Under Prior
TRIA Reauthorizations

In 2020, we reported that each reauthorization of TRIA through 2015 had
reduced the magnitude of explicit federal fiscal exposure. 2 For example,
the program trigger for aggregate annual loses rose from $5 million in
2003 to $200 million in 2020, The insurer deductible increased from 7
percent in 2003 to 20 percent for 2020, also reducing the federal share of
payments. 4 The 2019 reauthorization extended the program until 2027,
but did not make any changes to program parameters.

According to our 2020 analysis of Treasury data on insurer direct-earned
premiums, federal losses following a terrorist event under the loss-sharing
provision in effect in 2020 would be smaller than for a similar event under
the provision in effect in 2015, across a variety of event sizes and subsets
of insurers. And more of the federal losses would be recovered through
mandatory recoupment.

When considering changes to programs parameters, our 2014 report
found that increasing the industry aggregate retention amount would have
a greater impact on reducing fiscal exposure than changing the

12GA0-20-348.

13TRIA did not have a program trigger until the 2005 reauthorization. However, the $5
million certification threshold acted as a program trigger because loss sharing would not
occur unless the event was certified.

14The 2015 reauthorization required incremental reductions in the federal share of losses
over 5 years,
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deductible or coshare percentages.'® The potential reduction to federal
exposures was most pronounced in our scenario of a $50 billion loss and
an increased retention amount. This scenario would approximate losses
(in 2013 dollars) similar to those from the September 11, 2001, terrorist
attacks. Every $1 increase in the retention amount could result in an
equal $1 decrease in federal exposure, when insured losses were more
than the industry aggregate retention amount ($27.5 billion at that time).
The insurers' share of losses increased with any decrease in federal fiscal
EXposures.

According to this $50 billion loss scenario, under the 2014 program
parameters the federal share of losses after mandatory recoupment
would be $23 billion. If the industry aggregate retention amount were
increased from $27.5 billion to $35 billion, as suggested by surplus levels
in the industry, federal exposure could decrease to $15 billion. To achieve
a similar reduction in the federal share of losses, the deductible would
have to be increased from 20 to more than 35 percent. There was no
observable change to federal exposure when the coshare was increased
in this $50 billion loss example because of the mandatory recoupment
amount. See figure 1.

15GAD-14-445. The industry aggregate retention amount is the lesser of the aggregate

amount of insured losses for all insurers during the calendar year and the annual average
of the sum of insurer deductibles for all insurers participating in the program fer the prior 3
calendar years, as determined by the Treasury Secretary and according to regulation. For

example, if the industry did not experience ism losses, the aggregat would
be $0. If the industry exp losses, the aggreg ion would be capped at the
3-year annual average of the insurer ible. Treasury the aggregate

retention amount to be $40.9 billion in 2020.
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Figure 1: E I in
Related Insured Loss Event in 2012
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MNote: This example assumes a terrorist attack that occurred in 2012 resulted in $50 bilkon of insured
losses and affected the 10 largest commercial property/casualty insurers in Terrorism Risk Insurance
Act (TRIA)-eligible insurance lines. The example also assumes all 10 insurers have an equal market
share and that the event will have an equal impact on the TRIA-eligible insurance lines. The
increases in the deductible and coshare rep [ ge point i not
increases.
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Prior Reports Found
Insurers Adjusted to
Changes, but Some
TRIA Changes Could
Affect Affordability
and Availability

We previously reported that insurers have been able to adjust to program
changes but some changes may affect the affordability and availability of
terrorism insurance. For example, for our 2020 report, insurers told us
they considered the potential effect of program changes in each
reauthorization and modified risk-mitigation strategies, as needed.'® Other
industry stakeholders, including a broker and an industry association, told
us that because program changes have been gradual and expected,
insurance companies were able to adjust their coverage accordingly.

However, we also found that some program changes could affect the
availability and affordability of terrorism insurance.

+ Deductible and coshare. Most of the insurers we surveyed for our
2014 report said that increases to the deductible (then at 20 percent
of previous year's direct earned premium) or private-sector coshare
(then at 15 percent) could affect insurer capacity and pricing.'7 For
example, insurers commented that an increase in either parameter
would result in their companies reevaluating their risk and likely
reducing capacity or increasing policyholders’ premiums. Insurers also
stated that increasing the deductible or private-sector coshare would
bring many companies under rating agency scrutiny for risk
concentrations, likely resulting in industry-wide reductions in terrorism
exposure.

+ Industry aggregate retention. In our 2017 report, we found changes
in the 2015 reauthorization of TRIA incrementally shifted a greater
share of losses from the federal government to insurance companies
for 2016-2020. '8 One change increased the industry aggregate
retention by $2 billion a year, which potentially shifted a portion of the
federal share of losses from the discretionary recoupment provision to
the mandatory provision.

+ Recoupment time frames. Also in our 2017 report, we found
different mandatory recoupment collection time frames from 2016 to
2020 could affect potential premium increases due to recoupment
surcharges. '@ Although discretionary recoupment surcharges must not
increase annual TRIA-eligible premiums by more than 3 percent,
mandatory surcharges partly would be determined by deadlines for

16GAD-20-348,
TGAC-14-445
1BGAO-17-62
1BGAO-17-62
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collecting mandatory recoupment. Longer mandatory recoupment
collection periods could result in smaller price increases and impacts
on affordability than shorter time frames.

+ Program triggers. If the total losses from a certified act of terrorism
were below the program trigger (currently $200 million), insurers could
sustain losses larger than their TRIA deductible without receiving any
federal coshare. Because the amount of the program trigger has
increased over time, more insurers potentially face this scenario. For
our April 2020 report, stakeholders told us that small insurers and
those that offer workers' compensation insurance are most affected
by changes to the program trigger.2? Although the market is currently
stable, some insurers may leave the market to mitigate the risks of
suffering losses that might not be subject to TRIA's loss sharing,
which could reduce the availability of insurance in certain markets,

Disruptions Likely
Without
Reauthorization or an
Alternative Program

In 2020, we reported significant disruptions to the insurance market could
occur if no federal terrorism risk insurance program existed.2! As
previously noted, our analysis of insurance data and information from
Treasury and industry stakeholders showed TRIA's federal backstop has
played a role in stabilizing the terrorism insurance market. In the absence
of a loss-sharing program, insurers likely would limit coverage, exit certain
markets, or attempt to increase capacity, according to our review of
reports from the federal government, researchers, and industry entities,
and interviews with industry stakeholders. Some stakeholders also noted
concerns that new building projects might be stalled if the law expired,
similar to concerns after the September 11 terrorist attacks.

Chairman Flood, Ranking Member Cleaver, and Members of the
Subcommittee, this concludes my statement for the record.

0GA0-20-348,
21GAO-20-364.
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If you or your staff members have any guestions concerning this
GAO Contact and statement for the record, please contact Jill Naamane at
Staff naamanej@@gao.gov. Contact points for our Office of Congressional
Acknowledgeme nts Relations and Public Affairs may be found on the |ast page of this
statement.

GAO staff who made contributions to this statement for the record include
Winnie Tsen (Assistant Director), Nicholas Jones (Analyst-in-Charge),
Barbara Roesmann, and Jessica Sandler.
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MEMORANDUM October 14, 2025

Subject: Terrorism Risk Insurance Act Hearing Questions for the Record
From: Baird Webel, Specialist in Financial Economics, bwebeli@ers loc.gov, 7-0632

This memorandum was prepared to enable distribution to more than one congressional office.

The memorandum responds to questions for the record following CRS testimony at the House Financial
Services Subcommittee hearing on “The Reauthorization of the Terrorism Risk Insurance Act of 2002

Question 1: Mr: Webel, in your view, would a straighitforward, unchanged reauthorization of TRIA make
the private insurance market more or less likely to develop new products and innovations to address
terrorism risk over the next decade?

With TRIA having been in place for a period approaching 25 vears, and with no largescale terrorist
attacks in that time period, the terrorism risk insurance market appears to have become relatively more
settled, particularly compared to the market turmoil that followed the September 11, 2001 attacks. A
straightforward, unchanged reauthorization of TRIA may continue these relatively calm market conditions
absent significant unexpected market changes. such as increasing terrorism losses or large shifts in the
financial conditions in other i ¢ markets. In g 1, insurance industry observers would expect
less innovation under these conditions.

Question 2: Mr. Webel, TRIA was designed as a temporary program to provide a transitional period for
the private markets to stabilize, resume pricing of such insurance, and build capacity to absorb any future
losses. Has the program met those goals?

The markets have stabilized and private insurers have increased capacity. Pricing has, however, remained
more challenging. Accurate pricing for i ¢ typically implies large volumes of claims data,
sophisticated modeling of potential losses, or both. There appears to be little claims data in terrorism
insurance and, while terrorism insurance modeling exists, it is hampered by the evolving, dynamic nature
of terrorism risk. This said, no insurance pricing is completely accurate and the industry does put a price
on terrorism coverage both inside and outside of the TRIA program.

Question 3: Mr. Webel, TRIA was enacted as a temporary three-yvear program to address the post-9/11
markef disruption, yet here we are 23 years later discussing another reauthorization through 2033, Given
that insurers have collected $56.7 billion in premiums without the program ever being activated, af what
point does a "temporary” federal backstop become a permanent market subsidy? Should Congress sunset
mechanisms that wonld force an actual end 1o federal involvement rather than indefinite extensions?

Although the temporary nature of the TRIA program remains in statute, the expectation of stakeholders
seems to be that TRIA will be an ongoing program, albeit one considered for reauthorization every few

Congressional Research Service 7-5700 | www.crs.gov
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years. Procedurally, it may be difficult, if not impossible, for a current Congress to create a mechanism
that will “force an actual end to federal involvement” during a subsequent Congress. TRIA was
specifically set up by Congress in 2002 to end federal involvement in the terrorism risk insurance market
after three vears, but later Congresses have repeatedly acted in ways to extend that federal involvement.

Question 4: Mr: Webel, if the private market truly cannot finction without federal support afier more than
two decades, does that suggest the program has actually inhibited rather than encouraged private market
development?

The existence of TRIA may influence some private market development in several wavs. TRIA is, at its
core, free reinsurance provided by the federal government. Private reinsurers who are secking a profit are
unlikely to attempt to compete with such federal reinsurance. TRIA has also, however, likely encouraged
some private market development in that it has required primary insurers to offer terrorism coverage that
they were unlikely to do so otherwise. Where the balance is between this inhibition and this
encouragement of the private market is nearly impossible to judge. particularly in a market as fragile as
the terrorism market was following 2001, As noted above, however, the primary insurers have received
more than $50 billion in premiums over the years for offering the insurance required under TRIA while
paying out $0 in claims. The demand shown by policvholders willing to pay these premiums as well as
the profits realized by the insurers make it seem more unlikely that the terrorism insurance market would
completely cease to function absent TRIA.
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NATIONAL ASSOCIATION of
MUTUAL INSURANCE COMPANIES

Chairman French Hill Congressman John Rose
The House Financial Services Committee 2238 Ravbum HOB
2129 Raybum House Office Building Washington, D.C. 20513

Washington, D.C., 20513
October 22 2025

1. Mrs, Heck, given the long-term nature of the federal government's involvement in TRIA, should
Congress consider reducing the federal cost share for covered losses above insurer deductibles from 80
percent to 60 percent as a means to limit the federal footprint and encourage greater private sector
participation?

Dunng the heanng, fellow witnesses and | shared that there 15 a healthy private sector marketplace comprised
of small, midsized and large insurers that are participating. That being said if the program were not to exist or
if it were to lapse. as we have seen in the past, private sector engagement would likely shrink almost

ight. The deductibles and icipati bsorbed by insurers have grown substantially over
the past 24 vears because underlying premi ris¢ with inflation. For ple, my pany s deductible in
the first year of the program was $10 million; today it"s $250 million. As there is a mandatory make available
which impacts small and midsized companics more than the large companies - by reducing the federal cost
share, it could have the unintended consequence of forcing more small and midsized companies out of the
market as they would not be able to participate without risking their entire pany. While the p T
used to calculate the deductible and icipation is currently not indexed for inflation, | would argue that

it isn’t necessary. | would also urge against indexing the tngger because it would not help the program and
making it any larger would force more smaller companics out of the market

2. Mirs. Heek, if Congress chooses not to lower the federal government's cost share under TRIA, do you
believe that could create a disincentive for the private market to expand its role in providing terrorism
risk insurance?

I am a firm believer in the private marketplace and the p 1al spinit; however, not all nisks are
insurable through traditional means. In the case of terronism, these are not random events that can be modeled
and much of the actions that can be taken to mitigate against successful terrorist attacks are indeed the

ibility of the g such as defense and intelligence activities as well as foreign policy.

Finally, this is not a really choice between federal liability and no federal liability. The memory of the market
immediately following 9/11 ought to give pause to anvone pushing to end the program that has worked to
provide ¢ ial policyholders with the age they need.

The result when the next terrorist attack occurs would be more - not less - federal exposure. In order to
encourage private scctor involvement in the ism i ketplace - and thereby protect and
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promote our nation’s finances, security, and cconomic strength - we must maintain a long-t
for terrorism nisk insurance.

3. Mrs. Heck, the current program requires that total insured property and casualty losses mus1 exceed
a 5200 million annual trigger before federal co-p t Should Cong

increasing that program trigger—perhaps to $300 million—to further promote private industry
responsibility and risk retention in the terrorism insurance marketplace?

Our chicf concern with increases to the program trigger is the impact it would have on smaller and medium
sized insurers” decisions to continue to offer certain types of coverage in certain areas or at all. For small and
medium size msurers, the event trigger, deductible levels, and co-pays are very important to their ability to
offer coverage. Large increases in these could drive medium and small insurers out of the market, reducing
competition and further constraining availability of terrorism risk coverage. There have been no changes in
the market that would change this calculus. We would strongly oppose the increases in the trigger level
because of the crippling impact on smaller and medium-sized insurers. For small and medium size insurers,
the event trigger is the key to their ability to offer coverage. Too high a tngger may pose an unacceptable risk
1o their capital base and drve them from the market.

4. Mrs. Heck, in your view, would a straightforward, unchanged reauthorization of TRIA make the

private insurance market more or less likely to develop new products and innovations to address
tervorism risk over the next decade?

A straightforward long-t: horization of TRIA would be the most smblllzmg path forward. While 1
believe in the private market, even almost 25 vears after the %11 i availability remains
extremely himited. Those who do not have to assume terrorism nisk — reinsurers and the pnivate capital
markets ~ have signaled loudly and clearly that they have little interest in assuming all that exposure. 1t would
be challenging for the private insurance market to develop new products and i ions to address
risk as terrorism is not insurable in the private market. Unlike natural disasters, terrorism is driven by human
actions, which are adaptive — making it unpredictable. T does do not i ionally aim for
r.enh.rs and hnm:ancs will not change T]N.ll‘ paths to target only unprepared communities - terronsts

Ily seck v bilities to ize damage and casualtics. Additionally, where there may bc
information and data that would be used to model what p ial ¢ much is und dably i

as a matter of national secunty thus making accurate modeling for the purpose of underwriting nul pomblt

With respect to the protection of our nation’s economy, we believe in the stability afforded by the existing
public/private partnership of the TRIA Program and that is why we so strongly support its 10-vear extension.
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5. Mrs. Heck, can you explain the difference between the $5 million aggregate loss certification
threshold and the $200 million program trigger? Does it make sense to have two vastly different
threshold standards?

Under the Terronism Risk Insurance Program, there are two main numbers to focus on, The five million

loss certificar would require for an event qualify under TRIA - the individual event
would need to cause at least five million dollars in insured losses for it to be centified. Treasury is unable to
certify an event as an act of terrorism under TRIA “if the aggregate property/casualty “insured losscs’
resulting from the event are less than $5 million”, Separate from that number, for the government’s
involvement and the federal backstop to begin ~ the total insured losses from that event and all other events
that have been centified in that vear do not reach $200 million. While an event exceeding $5M could be
certified under TRIA by Treasury, unless total events reach $200M. the TRIA government backstop does not
engage. The way that the TRIA program is structured is so that insurers pay claims on covered terrorism
losses and Treasury then reimburses insurers for losses that exceed 80% of its losses above the deductible and
the insurer is responsible for the remaining portion,

o thireakintd

6. Mrs. Heck, TRIA was designed as a temporary program to provide a transitional period for the
private markets to stabilize, resume pricing of such insurance, and build capacity to absorb any future
losses. Has the program met those goals?

Immediately following %11, policymakers hoped given time, more accurate modeling could be developed and
utilized to help insurers manage this tvpe of sk, While some limited tools have been developed is unlikely
that insurers will ever have the necessary tools to predict when, where, and how terrorist events will occur,
making it virtually impossible to price policies and reserve for losses. Although some have suggested a more
robust private market would develop in the absence of a federal program, we believe that — given what we
saw immediately following 9/11 — this is not the case. The capacity that has been developed over the last two
years has only come about with the program in place,

p nisk i capacity has increased dramatically since the months following 9711,
The insurance industry is providing the necessary coverage ~ though some high-risk urban arcas do have
limited capacity - and the colleetive industry share of potential losses is $53.4 billion. However, it is not at all
clear that the current capacity would have been built in the absence of the TRIA program or that it would
remain if the program were dramatically altered
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Written Response of Jason M. Schupp
Questions for the Record
Subcommittee on Housing and Insurance of the Committee on Financial Services
Hearing, titled: The Reauthorization of the Terrorism Risk Insurance Act of 2002

September 17, 2025

From Rep. Rose:
1. Mr Schupp, the current program requires that total insured property and casualty
losses must exceed a $200 million annual trigger before federal co-payments
commence. Should Congress consider increasing that program trigger — perhaps to

$300 million - to further promote private industry responsibility and risk retention in
the terrorism risk insurance marketplace?

Response: Yes.

Section 103(e)(1)(B) of the Terrorism Risk Insurance Act of 2002 provides that Treasury will
not reimburse participating insurers for any amount of loss above their respective insurer
deductibles unless aggregate industry insured losses exceed $200 million for the calendar
year.

In practical terms, this “program trigger” signals to the insurance industry that it is
responsible to figure out how to manage a $200 million catastrophe event on its own and
without government help. That should not be a difficult task for an industry that collected
more than $4 billion in terrorism premium in 2023 alone.’

Indeed, in enacting TRIA Congress directed the “financial services industry [to] develop the
systems, mechanisms, products, and programs necessary to create a viable financial
services market for private terrorism risk insurance”. Sec. 101(a)(6). Figuring out how to
manage a $200 million event — even a $1 billion event - without government assistance fits
comfortably within that mandate.

" Report on the Effectiveness of the Terrorism Risk Insurance Program (June 2024), Federal Insurance Office,
U.S. Treasury, pages 78-79.
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The Federal Insurance Office has noted that some 200 participating insurers have individual
insurer deductibles of less than $200 million.? Treasury observes that “[d]epending upon the
magnitude of the terrorism losses experienced by other insurers, they could face a gap
between their insurer deductible and the Program Trigger.” Certainly, the insurance industry
can deploy some of the $68 billion it has collected over the life of the TRIA program (without
having paid a single loss) to support a non-governmental solution to bridge the theoretical
gap created by the program trigger.?

2 Study of Small Insurer Competitiveness in the Terrorism Risk Insurance Marketplace (June 2025), Federal
Insurance Office, U.S. Treasury, page 38.

* Report on the Effectiveness of the Terrorism Risk Insurance Program {June 2024), Federal Insurance Office,
U.S. Treasury, page 79.
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NATIONAL ASSOCIATION OF
v/ INSURANCE COMMISSIONERS

Response to Question for the Record

Hearing: The Reauthorization of the Terrorism Risk Insurance Act of 2002
Subcommittee on Housing and Insurance, Committee on Financial Services
September 17, 2025
Response submitted on behalf of the National Association of Insurance
Commissioners as represented by Commissioner Andrew N. Mais, Connecticut
Insurance Department

Question from Representative Rose:

Commissioner Mais, TRIA explicitly preserves state insurance regulation while
creating a federal program that overrides state law by mandating coverage
availability. How do state insurance commissioners balance their traditional rate
and form approval authority with federal requirements, and have there been
conflicts between state regulatory priorities and TRIA compliance
requirements?

Since enactment, TRIA has successfully created a commercial terrorism insurance
market—one which would not exist without the program. While the preemptive federal
mandate requiring insurers to offer commercial terrorism coverage is a key part of
TRIA's effectiveness in stabilizing the market and ensuring widespread availability of
terrorism insurance, state regulation plays a crucial role in ensuring that terrorism
insurance coverage remains affordable and tailored to local market conditions while
also providing oversight that protects consumers from excessive rates or unfair policy
terms—namely through review of rates, policy forms, and market conduct.'! This
structure allows federal goals to be achieved through existing state systems.?

! Section 106 of TRIA affirms that nothing in the Act affects state regulatory authority over rates, forms,
or market conduct. Early preemptions of state laws requiring prior approval of terrorism-related rates
and forms expired in 2003. States now fully oversee rates, forms, and consumer protections within the
TRIA framework.

2 See e.g. U.S. Dep't of the Treasury, Terrorism Risk Insurance Program (TRIP),

https:Yhome.treasury. gov/policy-issues/financial-markets-financial-institutions-and-fiscal
service/federal-insurance-officeterrarism-risk-insurance-program/annual-data-collection ; see also Nat'|
Ass'n of Ins, Comm'rs (NAIC), Terrorism Risk Insurance Act (TRIA), https.//content. naic.org/insurance-
topics/terrorism-risk-insurance-act; Mat'l Ass'n of Ins. Comm'rs (NAIC), Terrorism Insurance
Implementation (C) Working Group, https.//content.naic.org/committees/c/terrorism-insurance-

implementation-wg.

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
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My own state of Connecticut provides an example of this federal-state coordination.
Connecticut directs insurers licensed in Connecticut to participate in the TRIA Data Call
using the joint reporting templates developed by Treasury and the NAIC and to submit
the data through the New York Portal.? Connecticut also requires insurers to provide
terrorism disclosure notices consistent with NAIC model language and to disclose the
federal program cap at offer, purchase, and renewal.*

In sum, TRIA is successful through state leadership and enforcement. Very limited
federal preemption along with state-federal coordination builds on this foundation and
enables an affordable and available commercial terrorism insurance market.

? See Connecticut Insurance Department, Bulletin IC-44: Terrorism Risk Insurance Data Call (June 8,
2021), https://portal.ct.gov/-/media/cid/1 bulletins/bulletin-ic-44.pdf,

* See Connecticut Insurance Department, Bulletin PC-91: Filing Procedures for Compliance with the
Terrorism Risk Insurance Program Reauthorization Act of 2019 (May 11, 2020), https://portal.ct.gov/
{media‘cid/1 bulletins/bulletin-pc-91,pdf

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 2
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NATIONAL ASSOCIATION of
MUTUAL INSURANCE COMPANIES

M]NAMIC

Chairman French Hill Congressman Scott Fitzgerald
The House Financial Services Committee 2444 Rayburn House Office Building
2129 Rayburn House Office Building Washington, D.C. 20515

Washington, D.C, 20515
October 22, 2025

1. Given TRIA’s role as a backstop that has never been triggered, clarity in how it would
actually function during a crisis is ial. a. TRIA is designed as a public-private
partnership where both insurers and the federal government share in potential losses. From
your perspective, what steps could be considered to help balance the goals of maintaining
terrorism coverage in the market while also limiting taxpayer exp e?

Taxpayers are protected under the current structure of the TRIA program. The Treasury Secretary is
required by law to recoup 140% of any initial government outlays up to the industry aggregate
retention level of $33 4 billion, The Treasury Secretary has the discretion 1o pursue recoupment of
every dollar above that threshold as well. | would argue that the program is entirely balanced in
favor of the taxpayer. The program is operating effectively so the best thing Congress can do to
provide market stability is swiftly pass a long-term reauthorization of the current program.

2. How critical is it that TRIA provide clarity and predictability for both insurers and
policyholders? a. What actions could Congress take to strengthen certainty in how the
program would operate if a terrorist event were ever certified?

It is essential that the TRIA program provide clarity and predictability for insurers and
policyholders. The market as it exists today would not be possible in the absence of the program.
Policyholders want and need the financial protection in the event of a terrorist event AND the
program provides the certainty that carriers need to provide that protection. The program structure
makes it possible for small, mid-sized, and large carriers to participate which makes the coverage
available and affordable to policyholders.

3. One of the key features of TRIA is its mandatory ‘make available’ provision, which
obligates insurers to offer terrorism coverage as part of their policies. Can you describe how
this provision works and how this requirement has impacted the operations of small and
larger insurers?

The make available provision means that every company who participates in the program must offer

terrorism coverage to every policyholder for every covered line of business laid out in the statute,
The policyholder can reject the coverage, but it must be offered by the insurer. The make available
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provision applies to every company- no matter its size- which is why the size of the program trigger
is so important. The deductibles scale according to company size, but the trigger could potentially
prevent smaller companies from recovering under the program even though they suffered losses and
satisfied their deductible. This means that smaller companies are much more exposed to potential
insolvency than larger companies because the trigger will never come into play.

The creators of the program understood the importance of having a diverse pool of small, mid-sized,
and large insurers participate in the program. TRIA works because its mechanisms — deductibles and
recoupment ~ are based on individual companies which means it scales according to company size.
If the threshold for federal involvement, or those deductibles, are increased significantly, offering
terrorism coverage could become a “bet the company” risk for all but the largest insurers which
waould force us, and many other companies, out of the marketplace. In turn, this would reduce
competition and the availability of terrorism risk coverage.
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NATIONAL ASSOCIATION OF
v/ INSURANCE COMMISSIONERS

Response to Question for the Record

Hearing: The Reauthorization of the Terrorism Risk Insurance Act of 2002
Subcommittee on Housing and Insurance, Committee on Financial Services
September 17, 2025
Response submitted on behalf of the National Association of Insurance
Commissioners as represented by Commissioner Andrew N. Mais, Connecticut
Insurance Department

Question from Representative Fitzgerald:

1. The Federal Insurance Office was established to collect data on the insurance
industry for “monitoring” purposes. In the past it has sought unnecessary data
on political fishing expeditions backed by a threatened use of subpoena power.
Meanwhile, TRIA, which predates FIO, by design needs to collect certain data
from insurers and their insurance commissioners for the program to run, which it
can and does do on a voluntary basis: all of which begs the question why FIO
can do its essential mission on a voluntary basis while it relies on compulsory
authority to do things outside of its mission.

+ How can voluntary data collection through existing state reporting
channels provide more accurate, timely, and cooperative information for
programs like TRIA compared with involuntary collection via subpoenas?

Since 2018, Treasury and state insurance regulators have conducted a single,
consolidated Terrorism Risk Insurance Program Data Call using joint reporting
templates administered through the NAIC. This structure allows insurers to submit one
consistent dataset that satisfies both federal and state reporting requirements and
illustrates how voluntary, state-led data collection can provide accurate and timely
information to federal partners while minimizing the burden on private companies.’

' See Nat'l Ass'n of Ins. Comm'rs (NAIC), Terrorism Risk Insurance Data Call,
hitps://content.naic.org/industry terrorism risk data_call.htm; Terrorism Risk Insurance Program Data
Call, 90 Fed. Reg. 16,593 (Apr. 18, 2025) (stating that “For purposes of the 2025 TRIP Data Call, FIO,
state insurance regulators, and the MNational Association of Insurance Commissioners (NAIC) will again
use the consolidated data call mechanism first developed for use in the 2018 TRIP Data Call."),
https://www.federalregister.gov/documents/2025/04/18/2025-06704/2025 terrorism-risk-insurance-
program-data-call. See e.g. For example, the South Carolina Department of Insurance explains that,
under 5.C. Code Sections 38-13-160 and 38-55-75, insurers subject to the TRIA Data Call must submit

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
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As TRIA's data collection model demonstrates, the Federal Insurance Office (FIO) can
fulfill its core mission—monitoring insurance markets and advising on policy—through
voluntary data sharing and collaboration. When it leans on compulsory authority to
pursue activities beyond that scope, it is out over its skis—stretching its mandate without
clear justification or statutory backing.

For this reason, and others, the NAIC has called for Congress to eliminate FIO. It
duplicates existing regulatory structures, blurs jurisdictional boundaries, and
complicates international engagement. At a minimum, removing the Office's
subpoena authority, under 31 U.S.C. 313(e)(6), would clarify FIO's role.? State
regulators already provide comprehensive, verified data for programs such as TRIA,
making compulsory federal collection of such data redundant and burdensome.
Removing this authority would strengthen cooperative data sharing and keep FIO
aligned with its statutory mission to monitor, not regulate, the insurance sector.

terrorism insurance data using the joint NAIC-Treasury templates through the New York Portal,

consistent with the coordinated state-federal process. 5.C. Dep't of Ins., Data Call (state/NAIC joint

reporting instructions), https://www.doi.sc.gov/1043/Data-Call.

2 Nat'l Ass'n of Ins. Comm’rs (NAIC), 2025 Federal Financial Regulatory Priorities Letter {Jan. 2025), at 5,
/feontent.nai ites/def ile i 25fe i i

h vl i ederalfinancialpriorities! f.

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 2
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[DISCUSSION DRAFT]
s 1 R,

To reauthorize the terrorism risk insurance program, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

M. introduced the following bill; which was referred to the
Committee on

A BILL

To reauthorize the terrorism risk insurance program, and
for other purposes.

—

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “TRIA Program Reau-
thorization Act of 2025”.

SEC. 2. 8-YEAR EXTENSION OF TERRORISM RISK INSUR-
ANCE PROGRAM.

(a) TERMINATION OF PROGRAM.—Section 108(a) of

O e N S b B W

the Terrorism Risk Insurance Act of 2002 (15 U.S.C.

g \W\H\082925\H082925.005.xml| (10162941)
August 29, 2025 (9:38 a.m.)
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2

1 6701 note) is amended by striking “2027” and inserting
2 “2035”.
3 (b) TIMING OF MANDATORY RECOUPMENT.—Section
4 103(e)(7T)(E)(i) of the Terrorism Risk Insurance Act of
5 2002 (15 U.S.C. 6701 note) is amended—
6 (1) in subclause (I)—
7 (A) by striking “2022” and inserting
8 “2027”; and
9 (B) by striking “2024” and inserting
10 “2029";
11 (2) in subelause (II)—
12 (A) by striking “2023” and inserting
13 “2028";
14 (B) by striking “2029” and inserting
15 “2034”; and
16 (C) by striking “2024” and inserting
17 “2029”; and
18 (3) in subclause (IIT)—
19 (A) by striking “2029” and inserting
20 “2034”; and
21 (B) by striking “2024” and inserting
22 “2029”.

g\V\H\0820251H082925.005.xml  (101629411)

August 29, 2025 (9:38 a.m.)
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