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2828 E. TRINITY MILLS ROAD SUITE 150 CARROLLTON, TX 75006
TEL: (214) 390-1825 FAX: (214) 390-1975

Kenneth J. Hill, CPCU
Regional Director, Government Relations

April 1, 2008

Honorgbl? Julie Benafield Bowman O%";;;é ;ﬂ?@ m!w REEE !VE ".I_;

Commissioner of Insurance PROPER
Arkansas Insurance Department R ANSAS ﬁE@S@ﬁM@@E @E
1200 West Thifd CSireetp ARK&NS APR 04 2008

Little Rock, Arkansas 72201-1504 ~ PROPERTY AND CASUALTY DIVISION
ARKANSAS INSURANCE DEPARTMENT

Attention: William R. Lacy, Director
Property and Casualty Division

RE: Insurance Services Office,Inc.
CU 2008-RTRCX

Commercial Excess Liabjlity<Ierrorism Endorsement Options and
Premium Determinatigq Introduced :
State of Arkansas

We hereby file the enclosed advisory reference document.

Dear Mr. Lacy:

ISO does not establish an effective date for Commercial Excess rules revisions in Arkansas. Each insurer
that elects to utilize this revision is responsible for determining its own effective date and complying with
any applicable regulatory requirements. We will distribute this material to our participating insurers and
update our electronic deliveries under cover of a Notice bearing a date of September 2008, or the earliest
possible subsequent date following your acknowledgement.

Companion forms filing CU 2008-OTRCX is also submitted today under separate cover.

Please return an acknowledged copy of this cover letter for our records. An addressed, stamped envelope
is enclosed for your convenience. We have also included an additional copy of this letter and envelope;
we request that you return it now with a “received” stamp to confirm that you have received the filing.

Very truly yours,

Donald J. Beckel, CPCU, ARM
Assistant Regional Manager
Government Relations

DJB:dlb
Encl.
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Effective March 1, 2007 ARKANSAS

Property & Casualty Transmittal Document---

| 20. | This filing transmittal is part of Company Tracking # | CU-2008-RTRCX

l

| 21. J Filing Description [This area can be used in lieu of a cover letter or filing memorandum and is free-form texi]

]

This filing introduces terrorism rules in response to enactment of the Terrorism Risk Insurance Act for Commercial
Excess Liability.

22.

Filing Fees (Filer must provide check # and fee amount if applicable)
[If a state requires you to show how you calculated your filing fees, place that calculation below]

Check # O 83¢
mount: ?55 O'Z)

Refer to each state’s checklist for additional state specific requirements or instructions on
calculating fees.

***Refer to each state's checklist for additional state specific requirements (i.e. # of additional copies required,
other state specific forms, etc.)
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Effective March 1, 2007

RATE/RULE FILING SCHEDULE

(This form must be provided ONLY when making a filing that includes rate-related items such as Rate; Rule; Rate &
Rule; Reference; Loss Cost; Loss Cost & Rule or Rate, etc.)

(Do not refer to the body of the filing for the component/exhibit listing, unless allowed by state.)

ARKANSAS

1

1. | This filing transmittal is part of Company Tracking #

| CU-2008-RTRCX

2.

This filing corresponds to form filing number
{Company tracking number of form filing, if applicable)

CU-2008-OTRCX

] Rate Increase

[] Rate Decrease

X Rate Neutral (0%)

3. Filing Method (Prior Approval, File & Use, Flex Band, etc.)

| File & Use

4a. Rate Change by Company (As Proposed) ,
Company Overall % Overall Written # of Written Maximum | Minimum
Name Indicated % Rate premium policyholders | premium | % Change | % Change
Change Impact change affected for this (where (where
(when for this for this program required) required)
applicable) program program
Insurance N/A N/A N/A N/A N/A N/A N/A
Services
Office, Inc.
4b. |- . I s Rate Change by Company.(As Accepted) For State Use Only , i
Company _ | Overall'% | Overall |. - Written o #of ..l Written, | Maximum | . Minimum "
- Name“~ | Indicated ‘|’ % Rate | premium 0 | premiurh | % Change |- % Change
o 1ange " | Impact |. change fo ol ferthis n o e
¥ ‘s d, v, o this | program !
- :__program e
5. Overall Rate Information (Complete for Multiple Company Filings only)
COMPANY USE STATE USE
Sa. | Overall percentage rate indication (when applicable) N/A
Sb. | Overall percentage rate impact for this filing N/A
5 Effect of Rate Filing — Written premium change for
c. .
this program N/A
5d Effect of Rate Filing — Number of policyholders
" | affected N/A
6. | Overall percentage of last rate revision N/A
7. | Effective Date of last rate revision N/A
8 Filing Method of Last filing File & Use
" | (Prior Approval, File & Use, Flex Band, etc.)
Rule # or Page # Submitted Replacement Previous state
9. | for Review or Withdrawn? filing number,
if required by state
Terrorism Endorsement Options Rule 56. New
01 [] Replacement
[[] withdrawn
Terrorism Premium Determination Rule X] New
02 | 65. [] Replacement
[] withdrawn
[] New
03 ] Replacement
[] withdrawn
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COMMERCIAL LIABILITY UMBRELLA
RULES FILING CU-2008-RTRCX

Commercial Excess Liability
Terrorism Endorsement Options And
Premium Determination Rules
Introduced

About This Filing

This filing introduces terrorism rules in response to enactment of the Terrorism
Risk Insurance Act for Commercial Excess Liability.

New Rule

We are introducing Terrorism Endorsement Options and Premium Determination
Rules for Commercial Excess Liability in the Commercial Liability Umbrella
Section of the Commercial Lines Manual Terrorism Supplement.

Background

The Terrorism Risk Insurance Act (TRIA) of 2002 established a program
(Terrorism Risk Insurance Program) within the Department of the 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 insurance for applicable lines of business 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 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.

Current Environment

The federal Terrorism Risk Insurance Program has been revised and extended by
the Terrorism Risk Insurance Program Reauthorization Act of 2007, which
incorporates various changes to the Program, including the following:

¢ Under Section 102(1)(A)(iv) of the Act, the definition of an act of terrorism
(with respect to certification of such act) is revised by eliminating the

®© insurance Services Office, Inc., 2008




COMMERCIAL LIABILITY UMBRELLA
RULES FILING CU-2008-RTRCX v Page 2

criterion that the act be committed on behalf of a foreign person or foreign
interest. As revised, the definition, in part, 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 policy 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 provision asserting that
Congress may take action to increase the $100 billion cap in the event that
insured losses exceed such cap; and Section 103(e)(2)(B) requires the
Secretary of the Treasury to issue regulations for determining the pro rata
share of insured losses to be paid under the Program (up to $100 billion)
when insured losses exceed $100 billion.

In forms filing CU-2008-OTRCX, we are introducing several terrorism
endorsements for use with the Commercial Excess Liability Coverage Part.

Explanation of Changes

We are introducing Terrorism Endorsement Options Rule 56. for Commercial
Excess Liability to reference and instruct on the usage of various terrorism
endorsements introduced in response to the Terrorism Risk Insurance Act.

We are also introducing Terrorism Premium Determination Rule 65. for
Commercial Excess Liability. For excess liability coverage, the premium for
certified acts of terrorism will be determined in one of two ways:

¢ Ifthere is underlying coverage for certified acts of terrorism; or
¢ [If'there is no underlying coverage for certified acts of terrorism.

If there is underlying coverage for certified acts of terrorism, the factors used for
determining the premium for coverage for certified acts of terrorism for the
underlying coverage will be applied to the appropriate portion of the applicable
excess premium.

If there is no underlying coverage for certified acts of terrorism, the factors used
for determining the premium for coverage for certified acts of terrorism for the
underlying coverage will be applied to the appropriate portion of the applicable
excess premium and recalculated at the excess limits.

The Terrorism Premium Determination Rule also references and instructs on the
usage of Disclosure Pursuant To Terrorism Risk Insurance Act Endorsement IL
09 85.

© Insurance Services Office, inc., 2008




COMMERCIAL LIABILITY UMBRELLA

RULES FILING CU-2008-RTRCX - | Page 3

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 written
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 rules 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 rules intent nor opinions expressed by members of
ISO's staff necessarily reflect every insurer's view or control any insurer's
application of manual rules. '

© Insurance Services Office, Inc., 2008 .




. MULTISTATE — COMMERCIAL LIABILITY UMBRELLA
-RULES FILING CU-2008-RTRCX Page 4
COMMERCIAL EXCE_SS LIABILITY
TERRORISM ENDORSEMENT OPTIONS AND PREMIUM DETERMINATION RULES
Endorsement Premium Endorsement Premium
Options Determination Options Determination
State EEX EPX State EEX EPX

EEX 300

EPX 300

Nevada

EEX 300

T

00

ks

"EEX 300

Louisiana

Maryland

EPX 300

EPX 300

EPX 300
T

EPX 300
EPX 300
EPX 300

EPX 300

EPX 300

5

Mississippi EEX 300 EPX 300 Wisconsin EEX 300 EPX 300
Montana EEX 300 EPX 300 Wyoming EEX 300 EPX 300
NOTES:

¢ AK, FL and GA have been omitted from this list due to the fact that they will receive state-specific filings.

e CT, HI, MO, NH, NY, PR and VA have been omitted from this list due to the fact that the Excess Liability
Coverage Part has not yet been introduced in these jurisdictions. The terrorism rules for these jurisdictions

will be submitted concurrently with the introduction of the Commercial Excess Liability Coverage Part in
these jurisdictions.

© Insurance Services Office, Inc., 2008
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COMMERCIAL EXCESS LIABILITY - VERSION EEX300

56. TERRORISM ENDORSEMENT OPTIONS

INTRODUCTION

The "Terrorism Risk Insurance Act” ("TRIA") establishes a program within the Department of the Treasury in
which the Federal Government will share the risk of loss from terrorist attacks with the insurance industry.
Federal participation will be triggered when the Secretary of the Treasury certifies an act of terrorism, in
concurrence with the Secretary of State and the Attorney General of the United States, to be an act of
terrorism, provided the terrorist act results in aggregate losses in excess of an amount stated in the Act. With
respect to insured losses resulting from a certified act of terrorism, the Federal Government will reimburse
individual insurers for a percentage of losses (as stated in the Act) in excess of the insurer's retention, which is
based on a specified percentage of the insurer's earned premium for the year preceding the loss. Insured
losses covered by the program are capped at $100 billion per year; this provision serves to limit insurers’
liability for losses. If a terrorism event pierces the cap of a given year, insured losses paid (amounts below the
cap) under the federal program may be subject to pro rata allocation in accordance with procedures
established by the Treasury. All insurers providing commercial excess liability insurance are required to
participate in the program to the extent of making available coverage for certified acts of terrorism in
accordance with the terms and conditions of coverage which apply to non-terrorism events. This coverage
must be made available under commercial excess liability insurance regardless of whether or not the insured
accepted or rejected coverage for certified acts of terrorism under the controlling underlying insurance. (See
31 CFR Part 50; 68 Federal Register 59720 (Published October 17, 2003)

For all new and renewal business, an insurer must make available to insureds coverage for losses caused by
certified acts of terrorism. The insurer must disclose to the policyholder the premium for losses covered, the
federal share of compensation for such losses under the program and the existence of the $100 billion cap, at
the time of offer, purchase and renewal of the policy.

IMPORTANT GENERAL INFORMATION

According to each of the Commercial Excess Liability terrorism endorsements provided in the 1SO
portfolio, any endorsement related to terrorism (however defined) in the controlling underlying
insurance does not apply to this Commercial Excess Liability Coverage Part. To provide, exclude or
limit coverage for acts of terrorism under the Commercial Excess Liability Coverage Part, you must
attach the applicable endorsement(s) described in Paragraphs A. and B. :

In the policy Declarations (or by other means at the insurer's option), it is advisable to indicate applicability of
terrorism endorsements by line of business. This is especially important for a package policy that inciudes
both TRIA and non-TRIA lines of business.

A. THE FOLLOWING PARAGRAPHS, A.1. AND A.2.,, INSTRUCT ON THE USAGE OF TERRORISM
ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO POLICIES THAT BECOME EFFECTIVE
WHILE THE TERRORISM RISK INSURANCE PROGRAM IS IN EFFECT. REFER TO PARAGRAPH B.
OF THIS RULE FOR ADDITIONAL INSTRUCTIONS REGARDING THE TREATMENT OF COVERED
AUTOS UNDER COMMERCIAL EXCESS LIABILITY POLICIES. :

1. When coverage for certified acts of terrorism is to be provided, the following options are available:

a. To provide coverage for both certified acts of terrorism and other acts of terrorism (subject to
underlying policy provisions), but provide that the insurer will not pay any amount for injury or
damage for any certified act of terrorism after the amounts of all such events in a statutory period
exceed the cap provided by the Act, use Cap On Losses From Certified Acts Of Terrorism
Endorsement CX 21 30.

b. To provide coverage for acts of terrorism (subject to the cap on liability for losses for certified acts of
terrorism and subject to underlying policy provisions), except those acts committed outside of the
jurisdictional boundaries of the federal program, use Exclusion Of Other Acts Of Terrorism
Committed Outside The United States; Cap On Losses From Certified Acts Of Terrorism
Endorsement CX 21 31. The exclusion for acts of terrorism committed outside the United States is
subject to a $25 million threshold (valued in US dollars) for events other than nuclear, biological,
chemical or radiological events. For nuclear, biological, chemical or radiological events, no dollar
threshold applies.

© Insurance Services Office, Inc., 2008
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c. To also exclude punitive damages arising out of a certified act of terrorism, use Exclusion Of
Punitive Damages Related To A Certified Act Of Terrorism Endorsement CX 21 36.

2. When coverage for certified acts of terrorism is rejected by the insured and is not to be provided (oris
to be provided with a specific limitation), the following options are available:

a. To exclude coverage for certified acts of terrorism but provide coverage for other acts of terrorism
(subject to underlying policy provisions), use Exclusion Of Certified Acts Of Terrorism Endorsement
CX 21 33.

b. To exclude all losses arising out of certified acts of terrorism and acts of terrorism committed outside
the jurisdictional boundaries of the federal program, use Exclusion Of Certified Acts Of Terrorism
And Exclusion Of Other Acts Of Terrorism Committed Outside The United States Endorsement CX
21 35. The exclusion for acts of terrorism committed outside the United States is subject to a $25
million threshold (valued in US dollars) for events other than nuclear, biological, chemical or
radiological events. For nuclear, biological, chemical or radiological events committed outside the
United States, no dollar threshold applies.

B. THE TREASURY DEPARTMENT'S GUIDANCE HAS BEEN THAT COMMERCIAL AUTOMOBILE
LOSSES UNDER COMMERCIAL EXCESS LIABILITY POLICIES ARE NOT SUBJECT TO BACKSTOP
UNDER TRIA. THE FOLLOWING PARAGRAPHS, B.1., B.2. AND B.3. INSTRUCT ON THE USAGE OF
TERRORISM ENDORSEMENT OPTIONS, WITH RESPECT TO THE TREATMENT OF COVERED
AUTOS, THAT MAY BE ATTACHED TO COMMERCIAL EXCESS LIABILITY POLICIES:

1. To provide coverage for acts of terrorism involving any covered autos by indicating that the
endorsements described in Paragraphs A.1.b., A.1.c. and A.2. (if attached to the policy) do not apply to
losses arising out of the ownership, maintenance or use of any covered auto, use Auto Coverage —
Amended Terrorism Provisions Endorsement CX 21 55.

2. To exclude coverage for terrorism involving any covered autos, use Auto Coverage — Exclusion Of
Terrorism Endorsement CX 21 56.

3. Endorsements CX 21 55 and CX 21 56 must not be attached to the same policy.

© Insurance Services Office, Inc., 2008
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COMMERCIAL EXCESS LIABILITY - VERSION EEX301

56. TERRORISM ENDORSEMENT OPTIONS

INTRODUCTION

The "Terrorism Risk Insurance Act” ("TRIA") establishes a program within the Department of the Treasury in
which the Federal Government will share the risk of loss from terrorist attacks with the insurance industry.
Federal participation will be triggered when the Secretary of the Treasury certifies an act of terrorism, in
concurrence with the Secretary of State and the Attorney General of the United States, to be an act of
terrorism, provided the terrorist act results in aggregate losses in excess of an amount stated in the Act. With
respect to insured losses resulting from a certified act of terrorism, the Federal Government will reimburse
individual insurers for a percentage of losses (as stated in the Act) in excess of the insurer's retention, which is
based on a specified percentage of the insurer's earned premium for the year preceding the loss. Insured
losses covered by the program are capped at $100 billion per year; this provision serves to limit insurers’
liability for losses. If a terrorism event pierces the cap of a given year, insured losses paid (amounts below the
cap) under the federal program may be subject to pro rata allocation in accordance with procedures
established by the Treasury. All insurers providing commercial excess liability insurance are required to
participate in the program to the extent of making available coverage for certified acts of terrorism in
accordance with the terms and conditions of coverage which apply to non-terrorism events. This coverage
must be made available under commercial excess liability insurance regardiess of whether or not the insured
accepted or rejected coverage for certified acts of terrorism under the controlling underlying insurance. (See
31 CFR Part 50; 68 Federal Register 59720 (Published October 17, 2003)

For all new and renewal business, an insurer must make available to insureds coverage for losses caused by
certified acts of terrorism. The insurer must disclose to the policyholder the premium for losses covered, the
federal share of compensation for such losses under the program and the existence of the $100 billion cap, at
the time of offer, purchase and renewal of the policy. ’

IMPORTANT GENERAL INFORMATION

According to each of the Commercial Excess Liability terrorism endorsements provided in the 1SO
portfolio, any endorsement related to terrorism (however defined) in the controlling underlying
insurance does not apply to this Commercial Excess Liability Coverage Part. To provide, exclude or
limit coverage for acts of terrorism under the Commercial Excess Liability Coverage Part, you must
attach the applicable endorsement(s) described in Paragraphs A. and B. '

In the policy Declarations (or by other means at the insurer's option), it is advisable to indicate applicability of
terrorism endorsements by line of business. This is especially important for a package policy that includes
both TRIA and non-TRIA lines of business.

A. THE FOLLOWING PARAGRAPHS, A.1. AND A.2., INSTRUCT ON THE USAGE OF TERRORISM
ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO POLICIES THAT BECOME EFFECTIVE
WHILE THE TERRORISM RISK INSURANCE PROGRAM IS IN EFFECT. REFER TO PARAGRAPH B.
OF THIS RULE FOR ADDITIONAL INSTRUCTIONS REGARDING THE TREATMENT OF COVERED
AUTOS UNDER COMMERCIAL EXCESS LIABILITY POLICIES.

1. When coverage for certified acts of terrorism is to be provided, the following options are available:

a. To provide coverage for both certified acts of terrorism and other acts of terrorism (subject to
underlying policy provisions), but provide that the insurer will not pay any amount for injury or
damage for any certified act of terrorism after the amounts of all such events in a statutory period
exceed the cap provided by the Act, use Cap On Losses From Certified Acts Of Terrorism
Endorsement CX 21 30.

b. To provide coverage for acts of terrorism (subject to the cap on liability for losses for certified acts of
terrorism and subject to underlying policy provisions), except those acts committed outside of the
jurisdictional boundaries of the federal program, use Exclusion Of Other Acts Of Terrorism
Committed Outside The United States; Cap On Losses From Certified Acts Of Terrorism
Endorsement CX 21 31. The exclusion for acts of terrorism committed outside the United States is
subject to a $25 million threshold (valued in US dollars) for events other than nuclear, biological,
chemical or radiological events. For nuclear, biological, chemical or radiological events, no dollar
threshold applies.

© Insurance Services Office, inc., 2008
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c. To also exclude punitive damages arising out of a certified act of terrorism, use Arkansas Exclusion
Of Punitive Damages Related To A Certified Act Of Terrorism Endorsement CX 01 61.

2. When coverage for certified acts of terrorism is rejected by the insured and is not to be provided (or is
to be provided with a specific limitation), the following options are available:

a. To exclude coverage for certified acts of terrorism but provide coverage for other acts of terrorism

(subject to underlying policy provisions), use Exclusion-Of Certified Acts Of Terrorism Endorsement
CX 21 33.

b. To exclude all losses arising out of certified acts of terrorism and acts of terrorism committed outside
the jurisdictional boundaries of the federal program, use Exclusion Of Certified Acts Of Terrorism
And Exclusion Of Other Acts Of Terrorism Committed Outside The United States Endorsement CX
21 35. The exclusion for acts of terrorism committed outside the United States is subject to a $25
million threshold (valued in US dollars) for events other than nuclear, biological, chemical or
radiological events. For nuclear, biological, chemical or radiological events committed outside the
United States, no dollar threshold applies.

B. THE TREASURY DEPARTMENT'S GUIDANCE HAS BEEN THAT COMMERCIAL AUTOMOBILE
LOSSES UNDER COMMERCIAL EXCESS LIABILITY POLICIES ARE NOT SUBJECT TO BACKSTOP
UNDER TRIA. THE FOLLOWING PARAGRAPHS, B.1., B.2. AND B.3. INSTRUCT ON THE USAGE OF
TERRORISM _ENDORSEMENT OPTIONS, WITH RESPECT TO THE TREATMENT OF COVERED
AUTOS, THAT MAY BE ATTACHED TO COMMERCIAL EXCESS LIABILITY POLICIES:

1. To provide coverage for acts of terrorism involving any covered autos by indicating that the
endorsements described in Paragraphs A.1.b., A.1.c. and A.2. (if attached to the policy) do not apply to
losses arising out of the ownership, maintenance or use of any covered auto, use Arkansas Auto
Coverage — Amended Terrorism Provisions Endorsement CX 21 65.

2. To ‘exclude coverage for terrorism involving any covered autos, use Auto Coverage — Exclusion Of
Terrorism Endorsement CX 21 56. :

3. Endorsements CX 21 65 and CX 21 56 must not be attached to the same policy.
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COMMERCIAL EXCESS LIABILITY - VERSION EEX302

56. TERRORISM ENDORSEMENT OPTIONS

INTRODUCTION

The "Terrorism Risk Insurance Act” ("TRIA") establishes a program within the Department of the Treasury in
which the Federal Government will share the risk of loss from terrorist attacks with the insurance industry.
Federal participation will be triggered when the Secretary of the Treasury certifies an act of terrorism, in
concurrence with the Secretary of State and the Attorney General of the United States, to be an act of
terrorism, provided the terrorist act results in aggregate losses in excess of an amount stated in the Act. With
respect to insured losses resulting from a certified act of terrorism, the Federal Government will reimburse
individual insurers for a percentage of losses (as stated in the Act) in excess of the insurer's retention, which is
based on a specified percentage of the insurer's earned premium for the year preceding the loss. Insured
losses covered by the program are capped at $100 billion per year; this provision serves to limit insurers'
liability for losses. If a terrorism event pierces the cap of a given year, insured losses paid (amounts below the:
cap) under the federal program may be subject to pro rata allocation in accordance with procedures
established by the Treasury. All insurers providing commercial excess liability insurance are required to
participate in the program to the extent of making available coverage for certified acts of terrorism in
accordance with the terms and conditions of coverage which apply to non-terrorism events. This coverage
must be made available under commercial excess liability insurance regardiess of whether or not the insured
accepted or rejected coverage for certified acts of terrorism under the controlling underlying insurance. (See
31 CFR Part 50; 68 Federal Register 59720 (Published October 17, 2003)

For all new and renewal business, an insurer must make available to insureds coverage for losses caused by
certified acts of terrorism. The insurer must disclose to the policyholder the premium for losses covered, the
federal share of compensation for such losses under the program and the existence of the $100 billion cap, at
the time of offer, purchase and renewal of the policy. ‘

IMPORTANT GENERAL INFORMATION

According to each of the Commercial Excess Liability terrorism endorsements provided in the ISO
portfolio, any endorsement related to terrorism (however defined) in the controlling underlying
insurance does not apply to this Commercial Excess Liability Coverage Part. To provide, exclude or
limit coverage for acts of terrorism under the Commercial Excess Liability Coverage Part, you must
attach the applicable endorsement(s) described in Paragraphs A. and B.

In the policy Declarations (or by other means at the insurer's option), it is advisable to indicate applicability of
terrorism endorsements by line of business. This is especially important for a package policy that includes
both TRIA and non-TRIA lines of business.

A. THE FOLLOWING PARAGRAPHS, A.1. AND A.2, INSTRUCT ON THE USAGE OF TERRORISM
ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO POLICIES THAT BECOME EFFECTIVE
WHILE THE TERRORISM RISK INSURANCE PROGRAM IS IN EFFECT. REFER TO PARAGRAPH B.
OF THIS RULE FOR ADDITIONAL INSTRUCTIONS REGARDING THE TREATMENT OF COVERED
AUTOS UNDER COMMERCIAL EXCESS LIABILITY POLICIES.

1. When coverage for certified acts of terrorism is to be provided, the following options are available:

a. To provide coverage for both certified acts of terrorism and other acts of terrorism (subject to
underlying policy provisions), but provide that the insurer will not pay any amount for injury or
damage for any certified act of terrorism after the amounts of all such events in a statutory period
exceed the cap provided by the Act, use Cap On Losses From Certified Acts Of Terrorism
Endorsement CX 21 30. :
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b. To provide coverage for acts of terrorism (subject to the cap on liability for losses for certified acts of
terrorism and subject to underlying policy provisions), except those acts committed outside of the
jurisdictional boundaries of the federal program, use Exclusion Of Other Acts Of Terrorism
Committed Outside The United States; Cap On Losses From Certified Acts Of Terrorism
Endorsement CX 21 31. The exclusion for acts of terrorism committed outside the United States is
subject to a $25 million threshold (valued in US dollars) for events other than nuclear, biological,
chemical or radiological events. For nuclear, biological, chemical or radiological events, no dollar
threshold applies.

2. When coverage for certified acts of terrorism is rejected by the insured and is not to be provided (or is
to be provided with a specific limitation), the following options are available:

a. To exclude coverage for certified acts of terrorism but provide coverage for other acts of terrorism
(subject to underlying policy provisions), use Exclusion Of Certified Acts Of Terrorism Endorsement
CX 21 33.

b. To exclude all losses arising out of certified acts of terrorism and acts of terrorism committed outside
the jurisdictional boundaries of the federal program, use Exclusion Of Certified Acts Of Terrorism
And Exclusion Of Other Acts Of Terrorism Committed Outside The United States Endorsement CX
21 35. The exclusion for acts of terrorism committed outside the United States is subject to a $25
million threshold (valued in US dollars) for events other than nuclear, biological, chemical or
radiological events. For nuclear, biological, chemlcal or radiological events committed outside the
United States, no dollar threshold applies.

B. THE TREASURY DEPARTMENT'S GUIDANCE HAS BEEN THAT COMMERCIAL AUTOMOBILE
LOSSES UNDER COMMERCIAL EXCESS LIABILITY POLICIES ARE NOT SUBJECT TO BACKSTOP
UNDER TRIA. THE FOLLOWING PARAGRAPHS, B.1., B.2. AND B.3. INSTRUCT ON THE USAGE OF
TERRORISM- ENDORSEMENT OPTIONS, WITH RESPECT TO THE TREATMENT OF COVERED
AUTOS, THAT MAY BE ATTACHED TO COMMERCIAL EXCESS LIABILITY POLICIES:

1. To provide coverage for acts of terrorism involving any covered autos by indicating that the
endorsements described in Paragraphs A.1.b. and A.2. (if attached to the policy) do not apply to losses
arising out of the ownership, maintenance or use of any covered auto, use Auto. Coverage — Amended
Terrorism Provisions Endorsement CX 21 55.

2. To exclude coverage for terrorism involving any covered autos, use Auto Coverage — Exclusion Of
Terrorism Endorsement CX 21 56.

3. Endorsements CX 21 55 and CX 21 56 must not be attached to the same policy.
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COMMERCIAL EXCESS LIABILITY - VERSION EEX303

56. TERRORISM ENDORSEMENT OPTIONS

INTRODUCTION

The "Terrorism Risk Insurance Act" ("TRIA") establishes a program within the Departmenit of the Treasury in
which the Federal Government will share the risk of loss from terrorist attacks with the insurance industry.
Federal participation will be triggered when the Secretary of the Treasury certifies an act of terrorism, in
concurrence with the Secretary of State and the Attorney General of the United States, to be an act of
terrorism, provided the terrorist act results in aggregate losses in excess of an amount stated in the Act. With
respect to insured losses resulting from a certified act of terrorism, the Federal Government will reimburse
individual insurers for a percentage of losses (as stated in the Act) in excess of the insurer's retention, which is
based on a specified percentage of the insurer's earned premium for the year preceding the loss. Insured
losses covered by the program are capped at $100 billion per year; this provision serves to limit insurers'
liability for losses. If a terrorism event pierces the cap of a given year, insured losses paid (amounts below the
cap) under the federal program may be subject to pro rata allocation in accordance with procedures
established- by the Treasury. All insurers providing commercial excess liability insurance are required to
participate in the program to the extent of making available coverage for certified acts of terrorism in
accordance with the terms and conditions of coverage which apply to non-terrorism events. This coverage
must be made available under commercial excess liability insurance regardless of whether or not the insured
accepted or rejected coverage for certified acts of terrorism under the controlling underlying insurance. (See
31 CFR Part 50; 68 Federal Register 59720 (Published October 17, 2003)

For all new and renewal business, an insurer must make available to insureds coverage for losses caused by
certified acts of terrorism. The insurer must disclose to the policyholder the premium for losses covered, the
federal share of compensation for such losses under the program and the existence of the $100 billion cap, at
the time of offer, purchase and renewal of the policy.

IMPORTANT GENERAL INFORMATION

According to each of the Commercial Excess Liability terrorism endorsements provided in the ISO
portfolio, any endorsement related to terrorism (however defined) in the controlling underlying
insurance does not apply to this Commercial Excess Liability Coverage Part. To provide, exclude or
limit coverage for acts of terrorism under the Commercial Excess Liability Coverage Part, you must
attach the applicable endorsement(s) described in Paragraphs A. and B.

In the policy Declarations (or by other means at the insurer's option), it is advisable to indicate applicability of
terrorism endorsements by line of business. This is especially important for a package policy that includes
both TRIA and non-TRIA lines of business.

A. THE FOLLOWING PARAGRAPHS, A.1. AND A.2,, INSTRUCT ON THE USAGE OF TERRORISM
ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO POLICIES THAT BECOME EFFECTIVE
WHILE THE TERRORISM RISK INSURANCE PROGRAM IS IN EFFECT. REFER TO PARAGRAPH B.
OF THIS RULE FOR ADDITIONAL INSTRUCTIONS REGARDING THE TREATMENT OF COVERED
AUTOS UNDER COMMERCIAL EXCESS LIABILITY POLICIES. .

1. When coverage for certified acts of terrorism is to be provided, the following options are available:

a. To provide coverage for both certified acts of terrorism and other acts of terrorism (subject to
underlying policy provisions), but provide that the insurer will not pay any amount for injury or
damage for any certified act of terrorism after the amounts of all such events in a statutory period
exceed the cap provided by the Act, use Cap On Losses From Certified Acts Of Terrorism
Endorsement CX 21 30.
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b. To provide coverage for acts of terrorism (subject to the cap on liability for losses for certified acts of
terrorism and subject to underlying policy provisions), except those acts committed outside of the
jurisdictional boundaries of the federal program, use Exclusion Of Other Acts Of Terrorism
Committed Outside The United States; Cap On Losses From Certified Acts Of Terrorism
Endorsement CX 21 31. The exclusion for acts of terrorism committed outside the United States is
subject to a $25 million threshold (valued in US dollars) for events other than nuclear, biological,
chemical or radiological events. For nuclear, biological, chemical or radiological events, no dollar
threshold applies. :

c. To also exclude punitive damages arising out of a certified act of terrorism, use Exclusion Of
Punitive Damages Related To A Certified Act Of Terrorism Endorsement CX 21 36.

2. When coverage for certified acts of terrorism is rejected by the insured and is not to be provided (or is
to be provided with a specific limitation), the following options are available:

a. To exclude coverage for certified acts of terrorism but provide coverage for other acts of terrorism
(subject to underlying policy provisions), use Exclusion Of Certified Acts Of Terrorism Endorsement
CX 21 33.

b. To exclude all losses arising out of certified acts of terrorism and acts of terrorism committed outside
the jurisdictional boundaries of the federal program, use Exclusion Of Certified Acts Of Terrorism
And Exclusion Of Other Acts Of Terrorism Committed Outside The United States Endorsement CX
21 35. The exclusion for acts of terrorism committed outside the United States is subject to a $25
million threshold (valued in US dollars) for events other than nuclear, biological, chemical or
radiological events. For nuclear, biological, chemical or radiological events committed outside the
United States, no dollar threshold applies.

B. THE TREASURY DEPARTMENT'S GUIDANCE HAS BEEN THAT COMMERCIAL AUTOMOBILE
LOSSES UNDER COMMERCIAL EXCESS LIABILITY POLICIES ARE NOT SUBJECT TO BACKSTOP
UNDER TRIA. THE FOLLOWING PARAGRAPHS, B.1., B.2. AND B.3. INSTRUCT ON THE USAGE OF
TERRORISM _ENDORSEMENT OPTIONS, WITH RESPECT TO THE TREATMENT OF COVERED
AUTOS, THAT MAY BE ATTACHED TO COMMERCIAL EXCESS LIABILITY POLICIES:

1. To provide coverage for acts of terrorism involving any covered autos by indicating that the
endorsements described in Paragraphs A.1.b., A.1.c. and A.2. (if attached to the policy) do not apply to
losses arising out of the ownership, maintenance or use of any covered auto, use Auto Coverage —
Amended Terrorism Provisions Endorsement CX 21 55.

2. To exclude coverage for terrorism involving any covered autos, use Washington Auto Coverage —
Exclusion Of Terrorism Endorsement CX 21 63.

3. Endorsements CX 21 55 and CX 21 63 must not be attached to the same policy.
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COMMERCIAL EXCESS LIABILITY - VERSION EEX304

56. TERRORISM ENDORSEMENT OPTIONS

INTRODUCTION

The "Terrorism Risk Insurance Act” ("TRIA") establishes a program within the Department of the Treasury in
which the Federal Government will share the risk of loss from terrorist attacks with the insurance industry.
Federal participation will be triggered when the Secretary of the Treasury certifies an act of terrorism, in
concurrence with the Secretary of State and the Attorney General of the United States, to be an act of
terrorism, provided the terrorist act results in aggregate losses in excess of an amount stated in the Act. With
respect to insured losses resulting from a certified act of terrorism, the Federal Government will reimburse
individual insurers for a percentage of losses (as stated in the Act) in excess of the insurer's retention, which is
based on a specified percentage of the insurer's earned premium for the year preceding the loss. Insured
losses covered by the program are capped at $100 billion per year; this provision serves to limit insurers'
liability for losses. If a terrorism event pierces the cap of a given year, insured losses paid (amounts below the.
cap) under the federal program may be subject to pro rata allocation in accordance with procedures
established by the Treasury. All insurers providing commercial excess liability insurance are required to
participate in the program to the extent of making available coverage for certified acts of terrorism in
accordance with the terms and conditions of coverage which apply to non-terrorism events. This coverage -
must be made available under commercial excess liability insurance regardless of whether or not the insured
accepted or rejected coverage for certified acts of terrorism under the controlling underlying insurance. (See
31 CFR Part 50; 68 Federal Register 59720 (Published October 17, 2003)

For all new and renewal business, an insurer must make available to insureds coverage for losses caused by
certified acts of terrorism. The insurer must disclose to the policyholder the premium for losses covered, the
federal share of compensation for such losses under the program and the existence of the $100 billion cap, at
the time of offer, purchase and renewal of the policy.

IMPORTANT GENERAL INFORMATION

According to each of the Commercial Excess Liability terrorism endorsements provided in the 1SO
portfolio, any endorsement related to terrorism (however defined) in the controlling underlying
insurance does not apply to this Commercial Excess Liability Coverage Part. To provide, exclude or
limit coverage for acts of terrorism under the Commercial Excess Liability Coverage Part, you must
attach the applicable endorsement(s) described in Paragraph A.

in the policy Declarations (or by other means at the insurer's option), it is advisable to indicate applicability of
terrorism endorsements by line of business. This is especially important for a package policy that includes
both TRIA and non-TRIA lines of business.

A. THE FOLLOWING PARAGRAPHS, A.1. AND A.2,, INSTRUCT ON THE USAGE OF TERRORISM
ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO POLICIES THAT BECOME EFFECTIVE
WHILE THE TERRORISM RISK INSURANCE PROGRAM IS IN EFFECT.

1. When coverage for certified acts of terrorism is to be provided, the following options are available:

a. To provide coverage for both certified acts of terrorism and other acts of terrorism (subject to
underlying policy provisions), but provide that the insurer will not pay any amount for injury or
damage for any certified act of terrorism after the amounts of all such events in a statutory period
exceed the cap provided by the Act, use Cap On Losses From Certified Acts Of Terrorism
Endorsement CX 21 30.

b. To provide coverage for acts of terrorism (subject to the cap on liability for losses for certified acts of
terrorism and subject to underlying policy provisions), except those acts committed outside of the
jurisdictional boundaries of the federal program, use Exclusion Of Other Acts Of Terrorism
Committed Outside The United States; Cap On Losses From Certified Acts Of Terrorism
Endorsement CX 21 31. The exclusion for acts of terrorism committed outside the United States is
subject to a $25 million threshold (valued in US dollars) for events other than nuclear, biological,
chemical or radiological events. For nuclear, biological, chemical or radiological events, no dollar
threshold applies.
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c. To also exclude punitive damages arising out of a certified act of terrorism, use Exclusion Of
Punitive Damages Related To A Certified Act Of Terrorism Endorsement CX 21 36.

2. When coverage for certified acts of terrorism is rejected by the insured and is not to be provided (or is
to be provided with a specific limitation), the following options are available:

a. To exclude coverage for certified acts of terrorism but provide coverage for other acts of terrorism
(subject to underlying policy provisions), use Exclusion Of Certified Acts Of Terrorism Endorsement
CX 21 33. ’

b. To exclude all losses arising out of certified acts of terrorism and acts of terrorism committed outside
the jurisdictional boundaries of the federal program, use Exclusion Of Certified Acts Of Terrorism
And Exclusion Of Other Acts Of Terrorism Committed Outside The United States Endorsement CX
21 35. The exclusion for acts of terrorism committed outside the United States is subject to a $25
million threshold (valued in US dollars) for events other than nuclear, biological, chemical or
radiological events. For nuclear, biological, chemical or radiological events committed outside the
United States, no dollar threshold applies.
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COMMERCIAL EXCESS LIABILITY - VERSION EPX300

65. TERRORISM PREMIUM DETERMINATION

A. Premium Determination
To determine the premium for "certified acts of terrorism":

1. If there is underlying coverage for certified acts of terrorism, apply the factors for determining the
premium for coverage for certified acts of terrorism, for the appropriate underlying coverage, to the
appropriate portion of the otherwise applicable excess premium as determined in Rule 63.A.

2. If there is no underlying coverage for certified acts of terrorism and the insured has accepted terrorism
coverage under the commercial excess liability coverage part, apply the factors for determining the
premium for coverage for certified acts of terrorism, for the appropriate underlying coverage, to the
appropriate portion of the underlying premium at the excess limits.

All factors used in determining the premium for certified acts of terrorism must be referred-to-company prior
to using.

B. Disclosure Of Premium
Disclosure of premium attributable to coverage for certified acts of terrorism, and disclosure of federal
participation in payment of potential terrorism losses and the existence of the $100 billion cap, is a

condition for reimbursement under the federal program. Use Disclosure Pursuant To Terrorism Risk
Insurance Act Endorsement IL 09 85, which responds to the Treasury Guidance on line item disclosure.
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COMMERCIAL EXCESS LIABILITY — VERSION EPX301

65. TERRORISM PREMIUM DETERMINATION

A. Premium Determination
To determine the premium for "certified acts of terrorism":

1. If there is underlying coverage for certified acts of terrorism, apply the factors for determining the
premium for coverage for certified acts of terrorism, for the appropriate underlying coverage, to the
appropriate portion of the otherwise applicable excess premium as determined in Rule 63.A.

2. |f there is no underlying coverage for certified acts of terrorism and the insured has accepted terrorism
coverage under the commercial excess liability coverage part, apply the factors for determining the
premium for coverage for certified acts of terrorism, for the appropriate underlying coverage, to the
appropriate portion of the underlying premium at the excess limits. :

All factors used in determining the premium for certified acts of terrorism must be referred-to-company prior
to using. '

Example A

When rating General Liability terrorism coverage under an Excess policy, when the insured has purchased
terrorism coverage on an underlying General Liability policy:

Apply the General Liability terrorism factors found in the General Liability Division of this Manual to the
General Liability portion of the Excess premium. :

Perform a similar calculation for other Excess coverages, such as Commercial Auto.
Example B

When rating General Liability terrorism coverage under an Excess policy, when the insured has not purchased
terrorism coverage on an underlying General Liability policy:

Recalculate the underlyihg General Liability premium so that the limits correspond to the Excess limits: and

Apply the General Liability terrorism factors found in the General Liability Division of this Manual to that
recalculated amount. '

Perform a similar calculation for other Excess coverages, such as Commercial Auto.
B. Disclosure Of Premium

Disclosure of premium attributable to coverage for certified acts of terrorism, and disclosure of federal
participation in payment of potential terrorism losses and the existence of the $100 billion cap, is a
condition for reimbursement under the federal program. Use Disclosure Pursuant To Terrorism Risk
Insurance Act Endorsement IL 09 85, which responds to the Treasury Guidance on line item disclosure.
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COMMERCIAL EXCESS LIABILITY — VERSION EPX302

65. TERRORISM PREMIUM DETERMINATION

A. Premium Determination
1. To determine the premium for "certified acts of terrorism™

a. If there is underlying coverage for certified acts of terrorism, apply the factors for determining the
premium for coverage for certified acts of terrorism, for the approprlate underlytng coverage, to the
appropriate portion of the otherwise applicable excess premium as determined in Rule 63.A.

b. If there is no underlying coverage for certified acts of terrorism and the insured has accepted
terrorism coverage under the commercial excess liability coverage part, apply the factors for
determining the premium for coverage for certified acts of terrorism, for the appropriate underlying
coverage, to the appropriate portion of the underlying premium at the excess limits.

All factors used in determining the premium for certified acts of terrorism must be referred-to-company
prior to using.

2. Refer to company for rating if Exclusion Of Other Acts Of Terrorism Committed Outside The United
States; Cap On Losses From Certified Acts Of Terrorism Endorsement CX 21 31 or Exclusion Of
Certified Acts Of Terrorism And Exclusion Of Other Acts Of Terrorism Committed Outside The United
States Endorsement CX 21 35 is attached.

B. Disclosure Of Premium

Disclosure of premium attributable to coverage for certified acts of terrorism, and disclosure of federal
participation in payment of potential terrorism losses and the existence of the $100 billion cap, is a
condition for reimbursement under the federal program. Use Disclosure Pursuant To Terrorism Risk
Insurance Act Endorsement IL 09 85, which responds to the Treasury Guidance on line item disclosure.

© insurance Services Office, Inc., 2008




	Filing Info
	Filing at a Glance
	State Filing Description
	General Information
	Filing Description
	Company and Contact
	Filing Fees

	Correspondence Summary
	Dispositions

	Disposition
	Rate Information
	Supporting Document Schedules
	Attachment: ARKS-125595735.pdf

