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TERRORISM VERSUS POLITICAL VIOLENCE - ARE YOU COVERED?




TERRORISM AND WAR ARE STANDARD EXCLUSIONS FROM PROPERTY
DAMAGE POLICIES.



TERRORISM VERSUS POLITICAL VIOLENCE - ARE YOU COVERED?

Rarely does a day go by without media coverage on
acts of terrorism or politically motivated civil unrest.
Have you ever thought how your insurance might
respond to related incidents?

Terrorism is a standard exclusion from property
damage policies as will be war, invasion, act of foreign
enemy, hostilities (whether war be declared or not),
civil war, rebellion, revolution, insurrection, mutiny,
military, or usurped power; and in some policies, so
might riot, strike, lockout, and civil commotion.

Traditional property damage insurers may be willing to
reinsert riot, strike, lockout, and civil commotion, but
terrorism typically requires a separate policy (except
in Great Britain where it can be bought back in the
policy).

Terrorism however, is differently defined and the buy-
back/separate policy may not mirror the exclusion,
resulting in a gap. Some insurers are prepared to tailor
the definition in order to close that gap.

A definition of terrorism might be:

“means an act, including the use of force or violence, of any person
or group(s) of persons, whether acting alone or on behalf of or

in connection with any organisation(s), committed for political,
religious, or ideological purposes including the intention to
influence any government and/or to put the public in fear for

such purposes.”

But then might go on to exclude:

“loss or damage occasioned directly or indirectly by war, invasion
or warlike operations (whether war be declared or not), hostile
acts of sovereign or government entities, civil war, rebellion,
revolution, insurrection, civilcommotion assuming the proportions
of or amounting to an uprising, military or usurped power or
martial law or confiscation by order of any government or

public authority”.



As far as we are aware, Islamic State (ISIS) has not yet
become a sovereign state but they are being accused
of war crimes. Sooner or later the definitions of
terrorism, politically motivated civil unrest, and warlike
operations will be challenged in determining whether
something is insured, and in the separate terrorism
policy it is likely that it will contain a clause placing the
onus on the insured to demonstrate that the loss is
covered by the policy.

A political violence policy can provide much wider
cover to include war (except involving the major
powers), civil war, revolution, rebellion, insurrection,
or any hostile act by a belligerent power and terrorism
group (plus riots, strikes, civil commotions, or
malicious damage - if these risks have not been bought
back in the main property damage insurance).

Where the cover is available, the difference in cost
between a terrorism only policy and a political violence
policy is relatively modest. Worth considering!



ABOUT MARSH’S STRUCTURED FINANCE TEAM

Marsh'’s structured finance team is exclusively dedicated to provide lenders’ insurance,
due diligence, and advisory services for projects worldwide.

Since 1995, our team of professionals (based in the UK) has acted as lenders’ insurance
adviser (LIA) on more than 700 projects, and in the last three years on projects spanning
more than 40 countries and 20 industry sectors. Our objective on all our engagements is
to assist lenders and project counterparties to achieve a bankable insurance solution.

Our depth and breadth of knowledge and experience in this specialist area of insurance
advice is further reinforced by being a component of our Global Infrastructure Practice.
Marsh'’s extensive global infrastructure expertise assists clients’ interests throughout
negotiation and execution of contractual structure, design and build, operations,
maintenance and refurbishment - all this in context of construction projects, secondary
purchase and sale of assets, public and/or private financing, or related capital raising.



& MARSH

For more information about Marsh’s risk management services and solutions, contact your local
Marsh representative or visit uk.marsh.com

DAVID BORTHWICK CHRISTOPHE PUN SIN
Structured Finance Practice Head Senior Vice President

T. +44 20 7357 5179 T: +44 20 7357 3314

M: +44 7885 751 493 M: +44 7971 781 470
david.borthwick@marsh.com chris.punsin@marsh.com

NCE Bp The information contained herein is based on sources we believe reliable and should be understood to be
@ general risk management and insurance information only. The information is not intended to be taken as
advice with respect to any individual situation and cannot be relied upon as such.

s‘f’*

Marsh is one of the Marsh & McLennan Companies, together with Guy Carpenter, Mercer, and Oliver Wyman.
(9 Q
'94RT‘:_?3' In the United Kingdom, Marsh Ltd is authorised and regulated by the Financial Conduct Authority.

Copyright © 2015 Marsh Ltd All rights reserved. GRAPHICS NO. 15-0732



