PI-TER-DN1 (01/03)

PHILADELPHIA INSURANCE COMPANIES
DISCLOSURE NOTICE OF TERRORISM INSURANCE COVERAGE REJECTION
OPTION

We, as an insurance company, are required under the new Federal Terrorism Risk Insurance Act of
2002, to offer certified “acts of terrorism” coverage to all of our prospective policyholders at time of
purchase and to all our current policyholders at renewal. The Act requires the Federal Government to pay
90 percent of covered terrorism losses exceeding the statutorily established deductible paid by the
insurance company providing the coverage. The premium set forth does not include any charges for the
portion of loss covered by the Federal Government under the Act.

Section 102(1) defines an act of terrorism for purposes of the Act. Section 102(1)(A) states, “The term
“act of terrorism” means any act that is certified by the Secretary of the Treasury, in concurrence with the
Secretary of State, and the Attorney General of the United States- (i) to be an act of terrorism; (ii) to be a
violent act or an act that is dangerous to — (I) human life: (Il) property; or (Ill) infrastructure; (iii) to have
resulted in damage within the United States, or outside the United States in the case of — () an air carrier
or vessel described in paragraph (5) (B); or (ll) the premises of a United States mission; and (iv) to have
been committed by an individual or individuals acting on behalf of any foreign person or foreign interest,
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 102(1)(B) states, “No act shall be
certified by the Secretary as an act of terrorism if — (i) the act is committed as part of the course of a war
declared by the Congress, except that this clause shall not apply with respect to any coverage for
workers’ compensation; or (ii) property and casualty insurance losses resulting from the act, in the
aggregate, do not exceed $5,000,000.” Section 102(1)(C) and (D) specify that the determinations are
final and not subject to judicial review and that the Secretary of the Treasury cannot delegate the
determination to anyone.

Your attached proposal (or policy) includes a charge for terrorism. We will issue (or have issued)
your policy with terrorism coverage unless you decline by placing an “X” in the box below.

NOTE 1: If “included” is shown on your proposal (or policy) for terrorism you WILL NOT have the option to
reject the coverage.

NOTE 2: You will want to check with entities that have an interest in your organization as they may
require that you maintain terrorism coverage. (i.e. mortgagees)

EXCEPTION: If you have property coverage on your policy, the following Standard Fire Policy states do
not permit an Insured to reject fire ensuing from terrorism: AZ, CA, CT, GA, HI, ID, IL, IA, LA, ME, MA, MI,
MN, MO, NE, NH, NJ, NY, NC, ND, OK, OR, PA, RI, VA, WA, WV, WI. Therefore, if you are domiciled in
the above states and reject terrorism coverage, you will still be charged for fire ensuing from terrorism as
separately designated on your proposal.

| decline to purchase terrorism coverage. | understand that | will have no
coverage for losses arising from ‘certified’ acts of terrorism, EXCEPT as
noted above.

You, as the Insured, have 30 days after receipt of this notice to consider the
selection/rejection of “terrorism” coverage. After this 30 day period, any request
for selection or rejection of terrorism coverage WILL NOT be honored.
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REQUIRED IN GA - LIMITATION ON PAYMENT OF TERRORISM LOSSES (applies to policies which
cover terrorism losses insured under the federal program, including those which only cover fire losses)
The provisions of the Terrorism Risk Insurance Act of 2002 can limit our maximum liability for payment of
losses from certified acts of terrorism. That determination will be based on a formula set forth in the law
involving the national total of federally insured terrorism losses in an annual period and individual insurer
participation in payment of such losses. If one or more certified acts of terrorism in an annual period
causes the maximum liability for payment of losses from certified acts of terrorism to be reached, and we
have satisfied our required level of payments under the law, then we will not pay for the portion of such
losses above that maximum. However, that is subject to possible change at that time, as Congress may,
under the Act, determine that payments above the cap will be made.

INSURED’S SIGNATURE
DATE
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