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ABSTRACT 
 
As a consequence of the terrorist attacks of September 11, 2001 and the withdraw of reinsurance capacity worldwide for 
terrorism coverage under material damage policies EXTREMUS was founded on September 2nd, 2002 by the German 
insurance industry (shareholders are 16 (re) insurance groups operating in the country). EXTREMUS offers a maximum 
limit per insured of Euro 1,5 bn. and enjoys a warranty of the German Government to cover accumulation losses in xs 
of Euro 2.0 bn. up to Euro 10 bn. EXTREMUS only intervenes for policies exceeding Euro 25 mio. due to a self 
obligation of the primary market to maintain full coverage for smaller risks. Due to the demand of reinsurers losses 
caused by “a b c “ wapons are excluded. Coverage is not available for nuclear power plants. 
The paper aims to deals with these issues in more details. 
 
 
GERMANY 
 
1 HISTORY AND PURPOSE 
 
Historically, terrorism cover has been included in many German insurance policies.  But terrorism cover was 
not compulsory before September 11 and remains optional.  Nonetheless, the widespread inclusion of 
terrorism cover highlighted the vulnerability of German insurers to terrorist risks. In the wake of September 
11 the Gesamtverband der Deutschen Versicherungswirtschaft (GDV) therefore embarked on negotiations 
with the Federal German government, leading to the creation of EXTREMUS Versicherungs-AG in 
September 2002. 

EXTREMUS is a specialist insurance company writing only terrorism business.  It has a share capital of €50 
million, and the founding shareholders are sixteen insurance and reinsurance groups active in the German 
market Allianz (with a 16% shareholding), Munich Re (16%) and Swiss Re Germany (15%), together with 
AIG, AMB, Deutsche Rück, DEVK, Gerling, Gothaer, HDI, HUK Coburg, LVM, NOVA Allgemeine, R+V, 
VHV and Zurich). 

There are some distinctive features to the development of EXTREMUS-AG, which will probably prove 
critical to its future fortunes.  One is the German government’s insistence on a liability cap, before it would 
consider providing backup cover for terrorism claims: this has acted as a disincentive to insurers to offer 
terrorism cover for large risks that are difficult to assess.  Another is the fact that terrorism cover remains 
optional in Germany: this naturally reduces the pool of risks covered, compared with those countries where 
compulsory terrorism cover, or requirements for an insurer to reinsure all terrorism risks with the pool, 
results in a broad base of terrorism risks covered. The result is that, despite the existence of EXTREMUS, 
take-up of terrorism insurance remains limited, and terrorism insurance premiums remain high. It remains to 
be seen whether the EXTREMUS concept will prove a sufficient response to the German insurance 
industry’s real requirements, and whether the take-up of terrorism insurance will be adequate to generate 
sufficient funds to the €1.5 billion primary limit required for EXTREMUS-AG to function.
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DEFINITIONS 
 
No German government declaration is required for an act to be recognised as a “terrorist act” for the purpose 
of the scheme.  But it is necessary for a consequences of a terrorist act to satisfy the GDV’s definition i.e.  
“Acts of terrorism shall be all acts by persons or groups of persons committed for political, religious, ethnic 
or ideological purposes suitable to create fear in the population and thus to influence a government or public 
body.” Cover under EXTREMUS is available only if they result from such an act.  
 
2 OPERATION, EXTENT, LINES COVERED & PERILS COVERED 
 
EXTREMUS only offers terrorism cover for risks located in Germany under policies with a total sum 
insured (for property damage plus business interruption) in excess of €25 million. Cover can be limited to 
buildings only, or to the contents of buildings, or to losses arising from business interruption, provided that 
there is a relevant original property insurance policy for a sum insured above €25 million. The maximum 
(first loss) aggregate limit of indemnity is €1.5 billion per policyholder per year. In the event of a loss, the 
policyholder retains 1% of the annual limit of indemnity. All risks below €25 million continue to be covered 
under the usual property policies. 
 
EXTREMUS protects the following lines of business: property damage arising from fire, explosion, collision 
or falling objects from aeroplanes or flying objects as well as vehicles of all types, parts thereof or their 
cargo, and business interruption (provided that the business interruption is linked to an insured property 
damage loss).   
 
Ratings are between  0,25 o/oo and 0,88 o/oo of the sum insured.  Pricing is simple and does not vary with the 
location of the risk.  The premium rate depends only on the original sum insured for the conventional cover 
and the yearly aggregate limit purchased by the insured. 
 
3 EXCLUSIONS 
 
The main exclusions are: 
 

• War, war-like events, civil war, revolution, rebellion or insurrection; 
• Atomic and nuclear energy risks; 
• Contamination arising from terrorist acts; 
• Marine and aviation losses; 
• Losses to works of art; 
• Losses to data processing plants and data carriers other than those originating from property 

damage (e.g. hacker attacks, virus attacks and other cyber risks); 
• Business interruption interdependency losses. 
 

4 STATE INVOLVEMENT & LAYERS OF COVER 
 
EXTREMUS offers cover up to an amount of €10 billion per year.  It cedes 100% of its business to 
reinsurers.  About 50 domestic and foreign insurers and reinsurers provide reinsurance cover up to €2 billion, 
while the German government is liable for up to €8 billion where annual aggregate losses are in excess of €2 
billion. 
 
The change in capacity became effective on March 1st 2004 due to the decrease in premium income of 
EXTREMUS in 2004. 
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The EXTREMUS reinsurance structure is in three layers, as follows: 
 

Layer Limit/Excess 
1st €1.5 billion in the aggregate (Primary) 

Provided by primary insurers and reinsurers domiciled in Germany 
2nd € 0.5 billion in the aggregate 

Excess of €1.5 billion in the aggregate 
Coverage provided by international insurance market 

3rd € 8 billion in the aggregate 
Excess of € 2 billion in the aggregate 
State guarantee 

 
Non-State Reinsurance/Retrocession 
 
There is scope for non-state reinsurance and/or retrocession, to the extent that the EXTREMUS scheme itself 
caters for the first and second layers of cover to be reinsured in the market, and to the extent that membership 
of EXTREMUS-AG is in any case not compulsory. 
 
Extent of Compulsion and Choice 
 
Compulsory Terrorism Insurance: terrorism cover was not compulsory before September 11 and remains 
optional. 
 
Compulsory Pool Membership: membership of EXTREMUS is not compulsory. 
 
Period of Operation 
 
EXTREMUS-AG came into operation in September 2002, without limit of time. 
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