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Good morning Chairman Kanjorski, Ranking
Member Pryce, Members of the NY delegation, and other
Members of the Committee. | am proud to be sitting here
next to my Mayor — Mayor Bloomberg and Mr. Eric R.
Dinallo, Acting Superintendent of the New York
Insurance Department

It is my honor to be here in my hometown, NYC to
discuss an issue of great importance to this City and the
country — terrorism risk insurance.

Terrorism insurance legislation is of critical
Importance to American businesses, the U.S. economy,
and New York City. | was very involved in getting TRIA
passed after 9/11 — the entire government structure in the
State of New York was committed to this cause and we
Intend to be just as committed now. | will get straight to
the point - the Congress must act quickly to extend TRIA
permanently and at the very least we should extend TRIA
for 15 years.



Mr. Chairman, for very serious reasons it is
extremely important that we move this legislation quickly
and not delay as we have in previous years.

We still live in America, and particularly in this City
we live in the shadow of 9/11 and of the terrorism that
occurred. Obviously, the thousands of families who have
had a loved one taken from their midst live with it every
moment of their remaining lives, but the rest of us live
with it, too, not only in empathy for them but also in
terms of the economic consequences of terrorism.

The bottom line is very simple, and that is, because
of terrorism, the insurance industry, in terms of insuring
risk of large structures in America -- whether it be large
buildings that make us so proud of the Manhattan skyline,
or large arenas such as the football stadiums that dot
America, or larger facilities such as Disneyland, Disney
World, and amusement parks -- all have difficulty getting
Insurance.

Insurers are worried that if, God forbid, another
terrorist act occurs it will be so devastating that it will put
them out of business. So they either provide no insurance
or provide it at such a high rate because of the downside
risk. Small as it may be -- and we hope it is -- it is still
possible that an act so enormous that if, God forbid, it
occurs, they do not want to be involved.



So to deal with this issue the Senate, House, and the
President together realized the need for a critical federal
program -TRIA. That need has not gone away and the
truth is the Program has been a large success.

Insurance rates have come down, terrorism insurance
Is available, and insurance companies know if, God
forbid, the worst happens there will be a backstop, and
they are willing to issue policies. In turn, that means
developers, builders who want to build new large
structures in America, will do so, employing thousands
and thousands of people, creating profits and new
businesses as well.

TRIA has achieved its main objectives. It has helped
to stabilize the US economy and provided for the
availability of terrorism insurance for policyholders in the
face of the ongoing threat of terrorism. Moreover, it has
provided for the creation of a system for the efficient
recovery of the economy in case of another attack.

So today | want to make a few important points.

First, I strongly believe it is time for a permanent
solution or at the very least a long-term program that
will exist for at least 15 years. We cannot continue to
come back here every year and a half to debate whether or
not this critical public-private partnership is needed. We
Know it is.



Terrorism is a major threat facing our nation. That is
not my opinion. It is a fact confirmed by our
Administration, the intelligence community and our
national security team.

Not a day goes by when you can’t find news about
our country’s “war on terrorism” — it’s on our television
channels, in our newspapers and on our radio stations.
Like everyone here | want to know there is an end in sight
to this threat, but unfortunately the facts speak for
themselves — the end will probably not come in the
foreseeable future.

More importantly, as long as this risk exists, the
private market will not underwrite it. Their reasons are
simple — they do not believe they are capable of
quantifying man-made risks, particularly those of a
catastrophic nature.

At least fourteen industrial nations have recognized
the inability of the private market to price terrorism risk
and have created permanent programs as a result. The US
should do the same.

Second, we must provide the availability of
nuclear, biological, chemical and radiological (NBCR)
coverage. Many New Yorkers, especially retailers and
business owners in Lower Manhattan are afraid of a
possible dirty bomb attack and the availability of
insurance for such an event. Without a doubt, this



protection must be included in the reauthorization. As the
recent GAO and President’s Working Group (PWG)
reports conclude, such risks are largely uninsurable
because of their potential severity.

Third, we must ensure that there is sufficient
Insurance capacity for densely developed areas
perceived as “high risk,” such as lower Manhattan.
Without doing so we could still be at risk of market
disruptions simply because of a shortage of insurance
under the program and we would have missed the whole
reason for why the program was created- to prevent a
shortage or unavailability of insurance.

According to AON, even with the current TRIA
extension in place there is currently less than $750 million
worth of coverage available in the entire lower Manhattan
market. This is very troubling as we work diligently to
rebuild the World Trade Center and rest of lower
Manhattan. We must fix this issue and provide for
sufficient capacity to ensure insurance is available to the
entire US commercial sector.

Finally, we must act swiftly. Many businesses are
already dealing with expiring contracts worried that a
pending December 31% deadline without a reauthorization
could cause them to lose coverage and in some cases
project financing. Already, we are hearing that policies



that are currently being issued are being done with special
provisions that void terrorism coverage after the program
expires. This is a clear demonstration that the cost of not
renewing TRIA and immediately are very high. We all
know that major building projects take long planning, and
very soon if we don’t renew TRIA, lots of projects are
going to be delayed, not undertaken, postponed, and again
the country will suffer significant economic loss as we
saw In years past.

During the period between 9/11 and the enactment of
TRIA, the country experienced massive losses. The Real
Estate Roundtable conducted a study that revealed that
$15.5 billion worth of real estate projects in 17 states had
been stalled or cancelled because of a continuing scarcity
of terrorism insurance. In addition, the White House
reported significant job losses to the tune of 300,000.

We have a responsibility to make sure that does not
happen again.

Facing this loss in economic activity is not an option.
When you come right up to it and look into the abyss, it
has to be done. Why? Simply put the alternatives are
WOrse.

The way | see it there are two alternatives.

One is that there will be no terrorism insurance; the
private market will not fill the gap. The private market



not filling the gap will prevent tens of billions of dollars
of projects and hundreds of billions of dollars of
economic activity from occurring.

The second is that the market will fill the gap, but
only at such exorbitant prices and only in unique
situations that virtually the same thing would happen:
large numbers of projects would not go forward and the
economic activity would be halted.

The bottom line is that the continuation of this
program is vital to our economic stability and our
competitive position globally. Our airlines are insured for
terrorism and war risk by the government, and US
Investors are insured outside of US for terrorism and
political risk outside of US — both directly insured by
federal government unlike TRIA. Why shouldn’t the same
be done for US business owners at home?

By extending TRIA and permanently we would
signal to the world that our financial markets will be
protected well into the future. A message that says our
country will be able to bounce back in the event of any
disruptions or financial dislocation caused by another
possible terrorist attack.

In sum, the Congress must extend TRIA permanently
or at the very least for 15 years to provide for the



availability of insurance. We must also ensure that
nuclear, biological, chemical and radiological (NBCR)
coverage Is available to protect against attacks carried out
by weapons of mass destruction. Moreover, we must fix
the current program to ensure that there is sufficient
Insurance capacity for densely developed, areas perceived
as “high risk.” Finally and maybe most importantly we
must act swiftly without delay. The cost of extending
TRIA immediately is not a matter of convenience, but a
matter of necessity. Without extending TRIA, projects
will be stalled or cancelled and financing and jobs will be
lost.

Mr. Chairman | want to thank you and the other
members of Committee for allowing me to share my
views on why the extension of TRIA is needed and I look
forward to working with you all in the Congress.



