
UK TERRORISM COVER

YOU MAY FACE INCREASED PREMIUMS FOR 
TERRORISM INSURANCE IF THE UK GOVERNMENT 
CARRIES OUT PROPOSED CHANGES

The Financial Times has reported1 that the Treasury wants to increase the fees it receives 
from Pool Reinsurance Company Ltd (Pool Re), the fund to support insurance against 
terrorist attacks on property in the UK. If  this goes ahead, it could lead to a substantial 
rise in the price you pay for this insurance. 

There is no need to take any immediate action, but a number of  our clients who buy their 
cover through Pool Re have asked us to help them look at alternative schemes. We will 
keep you informed of  the issue as it develops. 

ALTERNATIVE COVER IS AVAILABLE
Pool Re is the gold-plated option, because it covers nuclear, chemical, biological and 
radioactive claims (NCBR) as well as full-value policies. But it can be expensive. A number 
of  insurers operate outside Pool Re and offer alternative solutions at competitive prices 
that do not include NCBR. Typically, large companies can halve the cost of  their terrorism 
cover in the UK by removing NCBR and creating more bespoke cover. In some cases, 
that would require lenders to relax their stance on what cover is put in place.

Lloyd’s and London insurers can provide up to £500 million of  capacity. For some 
companies, this could satisfy a Probable Maximum Loss, and cover their exposure at just 
their top location or in specific city centres. Therefore, they would not have to pay to 
cover locations where they are unlikely to suffer a terrorist attack.

If  Pool Re is discontinued, as some commentators have predicted, the impact on the 
market could lead to insufficient capacity or a spike in the cost of  cover. There may be 
some advantage in looking at alternative options before any change is confirmed.

POOL RE EXPLAINED
Pool Re was set up in 1993 after attacks by the IRA and the Provisional IRA on the British 
mainland. It meets the commercial property claims of  insurers following losses as a result 
of  terrorism in the UK. Funds are built up through premiums generated throughout the 
industry. If  losses are larger than the fund, the Treasury will meet the shortfall. In return 
for this backstop, which is potentially unlimited, the Treasury receives 10% of  the annual 
premiums. The Treasury apparently wants to increase that by up to 30%.  

1. Insurance industry warns on companies’ terrorist cover, Financial Times, 4 November 2014 
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