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The Terrorism Risk
Insurance Act of 2002

After nearly a year of bickering, Congress finally passed
the Terrorism Risk Insurance Act of 2002 (the “Act”).
Passage of the Act will ensure that coverage for terror-
ism is available to all policyholders. Although the leg-
islation does not set the price of terrorism insurance,
the current cost of the coverage should decline.
Terrorism exclusions in current property and casualty
policies are void.

In summary, the Act provides for the Federal
Government to pay 90 percent of losses resulting from
acts of terrorism that are covered by primary or excess
property and casualty insurance issued by an insurer
(the “Federal Share”). The act of terrorism must occur
within the United States, or on a U.S. air carrier or ves-
sel, or at the premises of any U.S. mission.

The Act covers only future acts on behalf of foreign
persons or interests, and does not cover attacks by
Americans, like the Oklahoma City bombing in 1995.
Acts committed as part of a war declared by Congress
are also not covered.

The Act creates the Terrorism Insurance Program
through December 31, 2005 to be administered by the
Treasury Department. All licensed or admitted casualty
and property insurers must participate in the Program
and provide coverage for terrorism. Under the Program,
policyholder claims are to continue to be submitted to
the insurer, which then processes the claim in accor-
dance with its usual business practice. The insurer then
submits a claim to the Treasury Department for the
Federal Share.
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The Act creates a Federal cause of action for property
damage or bodily injury arising from an act of terror-
ism. The Federal cause of action preempts all state
causes of action and must be brought in the federal dis-
trict court designated by the Judicial Panel on
Multidistrict Litigation.
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Proskauer Rose LLP’s insurance coverage practice repre-
sents clients in insurance disputes. For information on
this matter, please contact:

John H. Gross
212.969.3145 - jgross@proskauer.com

Seth B. Schafler
212.969.3660 - sschafler@proskauer.com

Proskauer is an international law firm with more than 590 attor-
neys who handle a full spectrum of legal issues worldwide.
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