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BULLETIN #989 
 

RE:  Interim Guidelines on Terrorism Risk Insurance Act of 2002 

On November 26, 2002, the President signed into law the Terrorism Risk Insurance Act of 2002 (the 
"Act"). The Act established a temporary federal program of shared public and private compensation for in-
sured commercial property and casualty losses resulting from an "act of terrorism," as defined in the Act. 
This bulletin presumes some degree of familiarity with the general provisions of the Act, and focuses on the 
aspects of two Interim Guidance documents recently published by the U.S. Treasury Department relevant to 
SLA members. If you would like additional information on the terms of the Act, please contact Jim Woods 
or Dan Brown at 415-951-1100. 
 
The Act required insurers, including surplus line insurers, that receive direct earned premiums for commer-
cial property and casualty coverage of U.S. risks to "make available" coverage for "acts of terrorism" as de-
fined in the Act. With respect to business in force on the date of enactment (November 26, 2002) any exist-
ing terrorism exclusions applicable to lines covered by the bill are nullified to the extent they apply to an 
"act of terrorism" as that term is defined in the Act. Those exclusions may be reinstated if the policyholder 
authorizes it or if the insurer provides 30 days notice of the potential reinstatement and the policyholder has 
not paid any additional premiums charged for the coverage. Such notices must be provided no later than 
Monday, February 23, 2003 and must disclose, among other things, the premium charged for this coverage 
and the effects of declining to pay for the coverage. With respect to new and renewal business a similar no-
tice will be required stating the coverage being made available under the Act and the premium to be 
charged for it and permitting the policyholder elect or decline to purchase the coverage. A third form of no-
tice will be required with respect to policies that already cover the acts of terrorism as defined in the Act.  
 
Treasury issued two sets of Interim Guidance on the provision of the required notice. Copies of the Decem-
ber 3 and 18 Interim Guidelines are attached. Although the Guidance documents primarily address issues 
that do not directly impact SLA members, they do clarify that insurers who normally communicate with 
their insureds through a broker or coverholder may comply with the notice requirements of the Act by 
transmitting the required notice through such intermediary. Providing the notice remains the responsi-
bility of the insurer, not the broker. However, because reinstatement of exclusions will often depend on 
timely delivery of notices, insurers will likely seek brokers' cooperation and assistance in delivering notices  
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rapidly and in documenting policyholder receipt. It remains unclear who must pay the premium taxes if an 
insurer elects to provide the notice directly to an insured. 
 
SLA members should expect to receive such notices from insurers for prompt transmission to insureds in 
the coming weeks. Treasury has created a "safe harbor" for notification using one of two Model Policy-
holder Disclosure Notices drafted by the NAIC. These models are attached for your information. In its sec-
ond Interim Guidance, Treasury restated that, while these forms provide a "safe harbor", they need not be 
followed exactly to be compliant. Thus, the forms you will be asked to transmit to insureds may not be 
identical to the model forms provided. 
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