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I ntroduction

The terrorist attacks on September 11, 2001 inflicted devastating damage
resulting in death, injury, business interruption losses, and property damage.
Estimated total monetary losses were between $30 billion to $70 billion, with many
analysts predicting the final amount to total around 50 billion.* Though insurance
companies did not and could not invoke war risk exclusions, insurers indicated that
terrorism exclusions would be introduced to new policies and existing policies due to
be renewed.? The characteristics of terrorism risk prove that in the absence of
meaningful actuarial data, insurance coverageisnot possible.  Such finding may lead
to a conclusion that terrorism risks are uninsurable. Yet on the other hand, the
acceleration of the recovery and reconstruction is seriously in need of the support by
insurers as a lack of terrorism coverage can cause genuine disruption in various
markets including the capital market.> Hence, Terrorism Risk Insurance Act
(hereinafter, the TRIA) was signed into law by President Bush on November 2002, to
protect consumers by addressing market disruptions and ensure the continued
widespread availability and affordability of property and casualty insurance for
terrorism risk.* Nevertheless, the TIRA program, originally destined to be tentative
and expire on December 31% 2005, has been extended until December 31% 2014
through the enactment of the Terrorism Risk Insurance Program Reauthorization Act

! Daniel Miller, Economic Perspectives on Terrorism Insurance 1 (2002) available at
http://ssrn.com/abstract=650181.

2 Richard Allyn & Heather Mcneff, The Fall And Rise Of Terrorism Insurance Coverage Since September
11, 2001, 29 Wm. Mitchell L. Rev. 821, 822-830 (2003).

3 Anne Gron & Alan O. Sykes, Terrorism And Insurance Markets: A Role For The Government As Insurer?
36 Ind. L. Rev. 447, 448 (2003).

* Allyn & Mcneff, supra note 2, at 838.




of 2007.° The extension again incurred the debate over the appropriateness of the
government intervention in terrorism insurance program as well as the length and
form of the intervention.

In Talwan, terrorism risks are excluded from most all risk policies unless
otherwise specified and endorsements are attached.® However, owing to catastrophic
and concentrated character of terrorism risk whether insurance industries in Taiwan
truly foresee and carry sufficient capacity to underwrite it is questionable. Relevant
laws and regulations are virtually blank in addressing this issue. In redity, the
density of population in Taiwan is far more higher that in the U.S. The business
districts are severa times more concentrated. The skyscraper like Taipei 101 can
easily be selected as the target of terrorist act. Once the terrorist attacks occur, the
severity of damages and losses can be presumably high.

With the above notion in mind, part I of this paper will start with the definition, the
characteristics and influence of terrorism risk. Part II will conduct analysis of the
insurability of the terrorism risk from theoretical perspective. Part III will probe into the
legal frameworks regarding terrorism insurance in the U.S., and address issues regarding
the role which government should play in providing the terrorism coverage and the interim
of government s involvement. Then, part IV will review the present situations in
Taiwan and critiques will be made. After realizing the shortcomings of the current
Taiwanese system, part V will explore possible solutions for problems facing Terrorism
Insurance in Taiwan including significant legal and practical issues. Eventually, part VI
will conclude the entire paper.

Concluding Remark

From discussions conducted in the preceding paragraphs, this paper has attained
the following findings: first, terrorism risk is insurable under the premise that
information for risk assessment is readily available and the model for precise analysis
of such risk is sophisticatedly developed. Second, even when the terrorism risk is
assessable, the take-rate of terrorism coverage may still low due to the unaffordable
premium and the low availability. The government intervention in the form of
reinsurer or backstop compensation program may address to such problem. The

® National Association of Insurance Commissioners (NAIC), Terrorism Risk Insurance Act (TRIA),
http://www.naic.org/topics/topic tria.htm (last visited Feb. 28th 2010); Also see robber Ball, Terrorism
Risk Insurance Act (TRIA) extended to expire December 31% 2014 (2008), available at
http://www.integrogroup.com/portal/serverpt/AllFiles/tria update dec 2007_extension.pdf.

® For instance, see the Terrorism Insurance Endorsement provided by Mingtai Property Ins. Co.,
http://www.mingtai.com.tw/downl oad/42-fire/01-family/144121201008020301-A .pdf (last visited Feb.
28 2010).




TRIA, TRIEA and TRIPR, though facing different criticisms, have proved to be
effective in regard of accelerating economic recovery and reducing expenses of
terrorism coverage. Third, arguments advocating government intervention is
sustainable, but the issue with regard to the life of such program of intervention
remains too premature to judge owing to the scarce of reliable modeling. Fourth,
though insurance companies currently offering terrorism coverage in Taiwan, it is an
illusion created by insurers’ ignorance to the level of the threat of terrorism. The
earlier the creation of a TRIA-like government backstop program in Taiwan, the less
impact the insurance industry and the entire economy will suffer once the terrorist
attack takes place.
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