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ALL ASSOCIATION MEMBERS 
 

Circular Letter 03-1397 
 
 

RE: 2002 Terrorism Risk Insurance Act – Rate Filing and Unit Reporting 
 
 

 
Background 
In late November, 2002, the US Congress passed and the President signed into law, the 
Terrorism Risk Insurance Act of 2002.  The Act establishes a mandatory Federal 
program to provide property & casualty insurance coverage for losses resulting from 
certain acts of foreign-sponsored terrorism through 2005.  The Act also establishes a 
series of annually increasing deductibles or retention layers.  Subject to various 
conditions established by the Act, the Federal program will cover up to 90% of insured 
losses resulting from certified terrorist events, that exceed each applicable annual 
deductible amount.  Impacted insurers must then bear the remaining 10% of the losses 
in excess of this deductible. 

Loss Cost Filing 
 
MWCIA’s pure premium base rates contained in the most recent Ratemaking Report do 
not reflect any analysis for terrorism exposure or the impact of this Act.  Specifically, the 
MWCIA’s filing does not contemplate the Federal program, its deductible levels, or the 
10% liability, which the Act imposes on impacted insurers. 
 
The National Council on Compensation Insurance (NCCI) has contracted with a leading 
catastrophe-modeling firm, EQECAT, to model and analyze 14 “high-risk” jurisdictions’ to 
assess the workers’ compensation exposures to potential terrorist events.  Attached are 
several sections of NCCI’s Item B-1383 filing memorandum, including details on the 
modeling approach and its results.  These include copyrighted material of the National  
Council on Compensation Insurance, Inc. (all rights reserved) and are reprinted with 
permission of the NCCI. 
 
The model suggests that a reasonable estimate for Minnesota’s workers’ compensation 
terrorist exposure is $0.02 per $100 of payroll.  The MWCIA has filed and the Minnesota 
Commerce Department has approved this advisory loss cost effective January 13, 2003.  
This filing is premised on the assumption that premium amounts generated by applying 
this rate to payroll will not be subject to experience rating, retrospective rating, 
deductible credits, schedule rating, MCPAP, the Special Compensation Fund surcharge, 
premium discount, or any other individual risk rating plan.  Carriers may still apply their 
filed lost cost multipliers to produce ultimate rates.  
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Under the Act this rate is approved for use by Minnesota workers’ compensation carriers 
on all existing, new and renewal policies as of the effective date.  The Minnesota 
Commerce Department has determined that any carrier electing to use this rate need not 
make any revised rate filing directly with the Commerce Department and that the 
MWCIA’s filing constitutes compliance with that carrier’s rate filing obligations of 
Minnesota law.   Carriers may elect to develop and use their own rate for this exposure.  
If so, the carrier must comply with the filing requirements of Minnesota law, subject to 
the limitations imposed by the Act. 
 
This filing does not address actions that may be taken by the Workers’ Compensation 
Reinsurance Association (WCRA) in response to the Act.  Those matters will be 
addressed directly by the WCRA.   
 
Unit Reporting 
 
The Minnesota Statistical Plan would be amended as in the following respect.  For Unit 
data reporting, the premium generated under the Act will be recorded under statistical 
code 9740, and posted on lines J, K, or L.  On electronic submissions, the premium 
should not be included as part of Subject Premium or Standard Premium (Record Type 
06).  Premium generated from this coverage is excluded from financial call reporting.   
 
All affected manuals will be revised and filed at a later date. 
 
Please direct any questions you may have concerning this item to the Actuarial Services 
Department at 952-897-1737 or by e-mailing our office at info@mwcia.org. 
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