
Details and Definitions

• Insurers must cover any acts of terrorism
committed by any means, including the
use of biological, chemical or radioactive
materials, dirty bombs and nuclear
weapons.

• A dirty bomb is a conventional explosive
such as dynamite packaged with
radioactive material that scatters when
the bomb goes off. A dirty bomb kills or
injures through the initial blast of the
conventional explosive and by airborne

radiation and contamination—hence the
term “dirty.” A nuclear weapon derives
its destructive force from the energy
released by nuclear fission and/or fusion.

• The obligation to cover the damage from
nuclear bombs applies only to acts of
terrorism, not war.

• Insurers must cover direct material
property damages incurred on French soil
caused by a terrorist attack or an act of
terrorism. Compensation for material
damage, including the costs of
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Many national governments have stepped forward in recent years to take an
active role in terrorism insurance issues. Government involvement has helped
stabilize insurance markets, but has also produced unforeseen complexities. One
such case is in France, where government rules have created a reinsurance
coverage gap for nuclear weapons risks. While French insurers are required by
law to cover terrorism involving nuclear weapons, the French terrorism insurance
pool, GAREAT, which backs up the French carriers, continues to exclude the peril.

A recent clarification issued by the French government highlighted the mismatch
between coverage rules. Officials extended the definition of terrorism to explicitly
include use of nuclear weapons. Since French insurers are required by law to
include terrorism in their Property coverage, they automatically cover nuclear
weapons. GAREAT covers the use of biological, chemical or radioactive material
(including “dirty bombs” that employ radioactive material) but not the use of
nuclear weapons.

Insurers do not necessarily retain all of the nuclear weapons risk themselves. For
a time, the French government’s reinsurer, Caisse Centrale de Réassurance (CCR)
offered unlimited terrorism cover, including nuclear weapons, for risks below six
million Euros. (The deadline for purchasing CCR reinsurance was January 31,
2006.)  The government has also issued assurances that it will provide unlimited
cover to the GAREAT members for industry losses in excess of two billion Euros,
including those arising from the use of nuclear weapons. This offer has not yet
been confirmed.



decontamination, and compensation for consequential non-
material damage, is covered.

• If the insured is covered for loss of profits, this cover is extended
to damages caused by a terrorist attack or acts of terrorism.

• Insurers must cover losses arising not only from terrorist
attacks or acts of terrorism committed on French soil, but also
from acts committed outside the borders that cause damages
to property in France. There must be a direct damage to the
property located on French soil to trigger the loss of profits
coverage.This rule would come in to play if an act of terrorism
were committed, for example, in Spain near the French
border. If a terrorist act occurred far enough from France that
buildings were not destroyed but property was contaminated,
the decontamination costs might be covered as well.

From the French Insurance Code

The classes of insurance included in the terrorism rules include
categories three to nine of the French Code of Insurance.

• Three – Land vehicles (other than railway rolling stock): all
damage to or loss of land vehicles

• Four – Railway rolling stock: all damage to or loss of railway
rolling stock

• Five – Aircraft: all damage to or loss of aircraft
• Six – Ships (sea, lake and river and canal vessels): all damage

to or loss of vessels
• Seven – Goods in transit (including merchandise, baggage

and other goods): all damage to or loss of goods in transit
irrespective of the form of transport

• Eight – Fire and natural forces: all damage to or loss of
property (other than property included in classes three
through seven) due to fire, explosion, storm, natural forces
other than storm, nuclear energy and land subsidence.

• Nine –  Other damage to property: all damage to or loss of
property (other than property included in classes three
through seven) due to hail or frost, and any event such as
theft, other than those mentioned under number eight.

These classes of insurance may be ceded to GAREAT:

• Contracts covering property damage risks for professionals
and business interruption: Fire, Multirisks and All Risks

• Contracts covering stocks of parked vehicles and stocks of
goods

• Contracts covering technical risks: Machinery Breakdown,
Contractors All Risks, Construction All Risks, Computer All
Risks, Banker’s Blanket Bond

• Exhibition risks and Specialty risks
• Contracts covering property complexes
• Contracts covering local authorities
• Contracts covering nuclear facilities

The following may not be ceded to GAREAT:

• MAT business (categories four through seven of Article R
321-1 of the insurance code)

• Goods in transit
• Non-consecutive immaterial damages including the effects of

a computer virus
• Contracts covering personal lines

More information on this topic is available in Lloyd’s Bulletin
Y3723, available from the Lloyd’s web site at www. lloyds.com.
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