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Honorable Julie Benafield Bowman ~ A\ - R pa(\me“‘
Commissioner of Insurance - o ‘:;a“se\—}e
Arkansas Insurance Department
1200 West Third Street g . ;
Little Rock, Arkansas 72201-1904 !
. - . RO
Attention: William R. Lacy, Director "’mﬁizw’ CAS
Property and Casualty Division 9 INSLRAw

UALT
o3 9592%’ vision

RE: Insurance Services Office,Inc.
DP 2008-OTRP1
Dwelling Policy Program
Revisions to Endorsements in Response to Terrorism Risk
Insurance Program Reauthorization Act of 2007
State of Arkansas

Dear Mr. Lacy:

On behalf of those participating insurers that have authorized ISO to do so, we hereby file the
captioned revision. The purpose of this filing is to introduce changes necessary to bring ISO’s
forms into compliance with the Terrorism Risk Insurance Program Reauthorization Act of 2007.

Congress recently passed and the President has signed into law on December 26, 2007, the
Terrorism Risk Insurance Program Reauthorization Act of 2007. This Act extends the federal
Terrorism Risk Insurance Program (which was set to expire at the end of December 31, 2007) for
a seven-year period, through December 31, 2014. Several other noteworthy changes in the Act
include:

* Revision to the criteria for certification of an act to eliminate the requirement that the act be
committed on behalf of a foreign person or foreign interest.

* Requirement to provide a clear and conspicuous disclosure of the $100 billion cap on
payments for insured losses, as well as a strengthening of that cap.

* Requirement that the Secretary of the Treasury develop regulations for determining the pro
rata share of insured losses to be paid under the program when those insured losses exceed
$100 billion during any one program year.

The revisions to the Terrorism Risk Insurance Act were effective upon the President’s signature.
Insurers are now faced with the task of overhauling policy administration systems to comply with



the new requirements, including new policy language reflecting the revised definition of a certified
act, additional disclosure requirements, and other issues. For this reason, we are proposing that
this revision become effective in accordance with the following rule of application:

These changes are available for insurer use upon your approval, in accordance with
Treasury guidance on this matter.

To provide maximum flexibility to insurers in revising their policy administration systems, we
propose that insurers are not required to advise you of the actual date on which they incorporate
the attached into their workflow. This will avoid the need for unnecessary filings to delay effective
dates, and takes into consideration the fact that insurers have varying system considerations and
lead-time requirements.

It is very important that insurers have the tools contained in this filing available for use as soon as
practicable. Your prompt approval of this critical filing is appreciated. Should you have any
questions on the material contained herein, we would be happy to discuss them with you at your
convenience.

Please return an acknowledged copy of this cover letter for our records. An addressed, stamped
envelope is enclosed for your convenience.

Very truly yours,

Donald J. Beckel, CPCU, ARM
Assistant Regional Manager

DJB:db
Encl.




Adopted

Ed. 12/19/07
EXPEDITED FILING TRANSMITTAL DOCUMENT
FOR TERRORISM RISK INSURANCE FORMS AND PRICING

This page applies to the following state(s) Arkansas
Indicate Type of Filing

X Filing Related to Certified Losses

_ Filing Related to Non-Certified Losses

_ Filing Applicable to Both Certified and Non-Certified Losses

Company Name(s) Domicile NAIC # FEIN #

Insurance Service Office, Inc. Delaware N/A 13-3131412
Contact Info for Filer

Name and address of Filer(s) Telephone # FAX # e-mail
Donald J. Beckel, CPCU, ARM
Insurance Services Office, Inc. (214) 390-1825 (214) 390-1975 dbeckel@iso.com
2828 E. Trinity Mills Road, Suite 315
Carrollton, TX 75006

Filing information
Line of Insurance (see attachment) Personal Property (Fire & Allied Lines)
Company Program Title (Marketing Dwelling Policy Program
title) (if applicable) :
Filing Type ** see note below Forms (Endorsements)
This application is used with: DP 00 01 12 02
Effective Date Requested This revision is available upon your approval for insurer use in accordance with Treasury
guidance on this matter
Filing date 1/24/08
Company Tracking Number DP-2008-OTRP1
Date filing approved in domiciliary Pending
state, if applicable
Component/Form Name Form # or Rate Page| Replacement If replacement, Previous State
[Description/Synopsis Include edition date | Or withdrawn? | give form # or rate | Filing Number,
page(s) it replaces | if required
by state
Cap On Losses From DP 0537 06 08 {X] Replacement DP 0537 08 06
Certified Acts Of Terrorism [ ] Withdrawn
[ ] Neither

Cap On Losses From Certified | DP 05 38 06 08 [X] Replacement | DP 05 38 08 06

Acts Of Terrorism; Disclosure [ ] Withdrawn

Pursuant To Terrorism Risk [ ] Neither

Insurance Act

To be complete, a filing must include the following:
e A completed Expedited Filing Transmittal Document for each insurer or advisory organization.
e  One copy of each endorsement, disclosure form or other policy language, unless the insurer has given an advisory organization
authorization to file them on its behalf.
e A copy of the rates, rating systems and supporting documentation.
e  The appropriate filing fees, if required
e A postage-paid, self-addressed envelope large enough to accommodate the return.

The insurer(s) submitting this filing certifies that it:

X Is in compliance with the terms of the Terrorism Risk Insurance Act, as amended, and the laws of this state; and
X Is in compliance with the requirements of the bulletin containing the voluntary expedited filing procedures.

%\/ W John J. Kollar Vice Presidenf o R
Signature Print Name: Title: : ﬁ t &ﬁ E Ezg E @

{ JAN 30 2008

PROPERTY AND CASUALTY DIVISICH
' RKANSAS INSURANCE DEPARTHT

© 2007 National Association of Insurance Commissioners




Insurance Services Office, Inc.
Policy and Endorsement Certification Form

State of:  Arkansas Filing Designation #: DP-2008-OTRP1

ISO Program on File (edition): Dwelling Property 2002 Program

Forms/Endorsements Affected:
DP 05 37 06 08 Cap On Losses From Certified Acts of Terrorism

DP 05 38 06 08 Cap On Losses From Certified Acts of Terrorism; Disclosure

Pursuant To Terrorism Risk Insurance Act

Proposed Effective Date:
OR
Proposed Distribution Date: ~ 6/01/2008

This is to certify that the above captioned form(s) meet the minimum readability requirements specified
under ARK. INS. RULE & REG. 29 § 5.

If a proposed effective date is shown above, we are certifying on behalf of participating insurers
adopting these ISO forms. We believe that this procedure will be administratively beneficial and in full
compliance with the requirements.

An extra copy of this letter is enclosed for your convenience ig ac?zowledipg tm

Authortfed Signature/

John J. Kollar

Name

Vice President

Title

5/2 y/2008

Date

ISO Readability Certification Form A




DWELLING POLICY PROGRAM
FORMS FILING DP-2008-OTRP1

‘Revisions To Endorsements In
Response To The Terrorism Risk
Insurance Program Reauthorlzatlon

| Act of 2007

| About This F|I|ng

This filing revises DP 05 37, Cap On Losses From Certified Acts Of Terrorism’
and DP 05 38, Cap On Losses From Certified Acts Of Terrorism; Disclosure

" Pursuant To Terrorism Risk Insurance Act, in response to the Terrorism Risk -
Insurance Program Reauthorization Act of 2007.

Revised Forms
We are révising the following forms:
¢ DP 0537 08 06, Cap On Losses From Certified Acts Of Terrorism .

L DP 05 38 08 06, Cap On Losses From Certified Acts Of Terrorism;
Disclosure Pursuant To Terrorism Rxsk Insurance Act :

We have used a format of striking-threugh deletions, underlining additions and
inserting a revision bar in the left margin to indicate changes from the above-
referenced editions to the 06 08 editions. Concurrent with implementation, the
06 08 editions will supersede the prior editions.

Related Filing(s)

¢ Companion Rules Filing DP-2008-RTRP1

BackgroUnd

The Terrorism Risk Insurance Act (TRIA) of 2002 established a program
(Terrorism Risk Insurance Program) within the Department of Treasury, under
which the federal government shares, with the insurance industry, the risk of loss
from future terrorist attacks. Pursuant to Section 103(c) of the Act, all insurers
providing commercial property and casualty insurance are required to participate
in the program by making available coverage for insured losses resulting from
an act of terrorism as defined by the Act (so-called certified acts coverage). The

© Insurance Services Office, inc., 2008







"‘DWELLING POLICY PROGRAM : : : o '
4 FORMS FILING DP-2008-OTRP1 _ ' Page 2

Terrorism Risk Insurance Program was extended for two years, until December
31, 2007, by the Terrorism Risk Insurance Extension Act of 2005, which
incorporated various changes with respect to federal share of losses and affected ,
lines of business. We responded in the past to each of these enactments, with
filings of disclosure forms and endorsements addressing the terrorism risk.

Currently, there are no terrorism exclusions in effect in the ISO Dwelling Policy
Program. In addition, there are no exclusions for terrorism being proposed in this
filing. Therefore, by employing these endorsements, insurers will not be |
changing the level of coverage for certified acts of terrorism to insureds. -

Current Environment

The federal Terrorism Risk Insurance Program has been revised and extended by
the Terrorism Risk Insurance Program Reauthorization Act of 2007, which was
enacted on December 26, 2007 and incorporates various changes to the Program.
Certain changes, summarized as follows and recognized in the next section of
this filing document, have an impact on ISO terrorism forms:

¢ Under Section 102 (1)(A)(iv) of the Act, the definition of an act of terronsm
- (with respect to certification of such act) is revised by eliminating the
criterion that the act be committed on behalf of a foreign person or foreign
interest. As revised, the definition, in paﬁ, requires the act to have been
committed by an individual or individuals as part of an effort to coerce the
‘civilian population of the United States or to influence the pohcy or affect the
conduct of the United States Government by coercion.

¢ Section 103(b)(3) of the Act requires disclosure of the existence of the $100
billion cap on payments by insurers.

¢ Section 103(e)(2)(A) of the Act eliminates the provisiori asserting that
Congress may take action to increase the $100 billion cap in the event that
the insured losses exceed such cap; and Section 103(e)(2)(B) requires the 7
Secretary of Treasury to issue regulations for determining the pro rata share
of insured losses to be paid under the Program (up to $100 billion) when
msured losses exceed $100 billion.

Explana-tion of Changes

In response to the Terrorism Risk Insurance Program Reauthorization Act of
2007, endorsements DP 05 37 08 06, Cap On Losses From Certifted Acts Of
Terrorism and DP 05 38 08 06, Cap On Losses From Certiﬁ_ed Acts Of
Terrorism; Disclosure Pursuant To Terrorism Risk Insurance Act, are being
revised as follows:

© Insurance Servic_es Ofﬁce Inc., 2008




DWELLING POLICY PROGRAM : :
FORMS FILING DP-2008-OTRP1 ' o Page 3

¢ The language expressmg the existence and effect of the cap now exphcltly
refers to the amount of the cap and addresses allocation of insured losses, .
pursuant to Sections 103(e)(2)(A) and 103(e)(2)(B) of the Act; '

¢ The definition of certified act of terrorism has been rewsed by deletmg the
text "acting on behalf of any foreign person or foreign interest", in line with
the revision to Section 102(1)(A)(iv) of the Act; and -

¢ The Schedule entry for disclosure of the federal share of terrorism losses is
being removed from DP 05 38 08 06. Paragraph C. of the endorsement '
discloses the federal share of 85%. The Schedule entry had accommodated
the possibility of change in the federal share for Program Years after 2007.
With the 2007 extension of TRIA, the 85% federal share will remain constant
for the life of the extension, that is; through December 31, 2014.

Copyright Explanation

" The material distributed by Insurance Services Office, Inc. is copyrighted. All
rights reserved. Possession of these pages does not confer the right to print,
reprint, publish, copy, sell, file or use same in any manner without the wntten
permission of the copyright owner.

‘Important Note

Insurance Services Office, Inc. (ISO) makes available advisory services to
property/casualty insurers. ISO has no adherence requirements. ISO policy forms
and explanatory materials are intended solely for the information and use of
ISO's participating insurers and their representatives, and insurance regulators.
Neither ISO's general explanations of policy intent nor opinions expressed by
ISO's staff necessarily reflect every insurer's view or control any insurer's
determination of coverage for a specific claim. ISO does not intercede in
coverage disputes arising from insurance policies. If there is any conflict between
a form and any other part of the attached material, the provisions of the form

apply.

© Insurance Services Office, inc., 2008




DWELLING
DP 05 37 06 08

THIS EN'D_ORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

CAP ON LOSSES FROM
CERTIFIED ACTS OF TERRORISM

1. Aggregate insured losses attributable to terrorist
-acts certified under the Terrorism Risk Insurance
Act exceed $100 billion in a Program Year (Janu-
_ary 1 through December 31); and

2. We have met our_insurer deductible under the
Terrorism Risk Insurance Act;

we: shall not be liable for the payment of any portion of
the amount of such losses that exceeds $100 billion,
and in such case insured losses up to that amount are
subject to pro rata allocation in accordance with pro-
cedures established by the Secretary of the Treasury.

"Certified act of terrorism” means an act that is certi-
fied by the Secretary of the Treasury, in concurrence
with the Secretary of State and the Attorney General
of the United States, to be an act of terrorism pursu-
ant to the federal Terrorism Risk Insurance Act. The
federal Terrorism -Risk Insurance Act includes the
following criteria in a "certified act of terrorism";

1.. The act resulted in aggregate—insured losses in
excess of $5 million in the aggregate, attributable
to all types of insurance subiject to the Terrorism
Risk Insurance Act; and

DP 05 37 06 08

© Insurance Services Office, Inc., 2008

2. Theact: _

a. Is violent or dahgerous to:
(1) Human life;
(2) Property; or
(3) Infrastructure; and

b. Is pommitted by an individyal or individuals
eign—interest; and
. Is part of an effort:

(1) To coerce the civilian populatlon of the -

United States; or

(2) To influence the pollcy or affect the conduct
of the United States Government by coer-
cion.

Page 1 of 1
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POLICY NUMBER: ' ) ' o .DWELLING
: DP 05 38 06 08

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY

CAP ON LOSSES FROM CERTIFIED ACTS OF
TERRORISM; DISCLOSURE PURSUANT TO
TERRORISM RISK INSURANCE ACT |

SCHEDULE

Terrorism Premium (Certified Acts): _ ' , ‘ R

Additional information, if any, concerning the terrorism premium: -

A. Cap On Losses From Certlfled Acts of - 2. We have met our insurer deductible under the
.Terrorism ' Terrorism Risk Insurance Act;
Wl’ch—respeet—te—any—en&er—lmre—"eemﬁed—aets-ef we shall not be liable for the payment of any por-
terrorism™—we-will-not-pay-any-amounts—for-which tion of the amount of such losses that exceeds E
we-are-not-responsible-under: ) $100 billion, and in such case insured losses up to

— 4. The-terms-of_the-federal-Terrorism-Risk_IAsur that amount are subject to pro rata allocation in

) ance-Act-oF - accordance with procedures established by the
' Secretary of the Treasury.
the-Act;
d. ue-to-the ap.pllsla' tl'e.".' elﬁ any-clause WFIHG“ IES.H"S
losses- ‘
It

1. Aggregate insured losses attributable to terror-
ist acts certified under the Terrorism Risk In-
surance Act exceed $100 billion in a Program
Year (January 1 through December 31); and

v DP 05380608 : © Insurance Services Office, Inc., 2008 Page 1 of 2



"Certiﬁed act of terrorism™ means an act that is -

certified by the Secretary of the Treasury, in con-

. currence with the Secretary of State and the Attor-
ney General of the United States, to be an act of
terrorism pursuant to the federal Terrorism Risk
Insurance Act. The federal Terrorism Risk Insur-
ance Act includes the following crltena in a "certi-
fied act of terrorism":

1. The act resulted in aggregate-insured losses in
excess of $5 million in the aggregate, attribut-
able to all types of insurance subject to the
Terrorism Risk Insurance Act; and

2. The act:
a. Is violent or dangerous to:
(1) Human life;
(2) Property; or
(3) Infrastructure; and
. Is committed by an mdnvndual or individuals

foreign-interest; and
c. Is part of an effort:

(1) To coerce the civilian population of the
United States; or

(2) To influence the‘policy or affect the
conduct of the United States Govern-
ment by coercion.

B. Disclosure Of Premium:

In accordance with the federal Terrorism Risk In-
“surance Act, we are required to provide you with a
notice disclosing the portion. of your premium, if
any, which can be attributed to coverage for terror-
ist acts certified under that Act. The portion of your

premium which can be attributed to such coverage
is shown in the Schedule of this endorsement or

_ the Declarations.

Page 2 of 2
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'C. Disclosure Of Federal Participation In Payment

- Of Terrorism Losses

The United States Government, Department of the
Treasury, will pay a share of terrorism losses in-
sured under the federal program. The federal
share equals:_85% of that portion of the amount of

"~ such insured losses that exceeds the apphcable'

insurer retention.

DP 05 38 06 08

O m W
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