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I have been asked to present new insurance products relating to climate change. My background for doing so, besides preparing the Danish reply to the questionnaire, is that until recently I was legal director of UK insurer RSA’s business in the Scandinavian countries, led by Codan in Denmark. Denmark has a history of being a front runner in the renewable energy sector such as wind turbines and Bio gasses. That also required new or novel insurance products, and Codan was a provider of those products. The input from RSA is supported also by other national reports.

Renewable Energy Products

I have listed here a number of renewable energy products. It is not the intention to talk about the products as such but the list offers a flavour of their diversity and the challenges for the insurance sector. And it is not even exhaustive.

I have mentioned 

Wind Turbines 
Wave and Tide Turbines 
Solar Thermal Power 
Heat pumps
Underground hot water sources 
- and as support thereof:
Transformers and Transmission Installations
Batteries and other media

It is a fact that the renewable energy sector is growing fast based on both proven technology such as land based wind turbines and new products. Several comments from national chapters rightly state that this has also offered opportunities for the insurance sector since insurance products are needed to support these products.  As a result major players that offer these insurance products have reported an increase in premium volume of 30 percent year on year – hopefully also at profitable rates.

As for any insurance product the keys to success and a profitable business segment are experience, knowledge and hands on. With new products this is particularly important and since experience by definition takes time and knowledge is probably scarce insurance of new products can be risky business. But then again: that’s what insurance is all about.

On the other hand new products, especially when high values are involved, need insurance cover, and the types of products we consider for producing renewable energy also require more sophisticated insurance products to support sustainable earnings for the energy sector.


Let’s use Wind Turbines as an example of what kind of insurance is required and what is available.

Insurance Products – Wind Turbines

There are 3 stages after the manufacturing process of parts and components are finished:  

-  Transporting elements to construction site
-  Construction period
-  Operation

The transit phase may be covered by a combination of standard insurance products for transport of goods. One should not forget to cover consequential losses caused by delay in transit, especially when sea voyage is involved.

The construction period calls for insurance against property damage caused during construction, but also a product known as Advance Loss of Profits –which is essentially Business Interruption before the business started. A third leg is General Liability during construction. This may require special attention vis-a-vis the land owner when the wind turbines are constructed on leased land – or sea bed. Although the types of risks are the same it should be mentioned that the underwriting is much more complex and often considered as a speciality product when the wind turbines are based off shore.

Due to the required expertise and the lack of expertise with owners turn key contracts were often used historically whereby risks were consolidated in insurances written by the producer and covering also all sub suppliers and contractors basically on all risk terms. Now the traditional energy sector has moved in to create large windmill farms and insurance products may be tailored for that situation leaving certain risks uncovered because owners believe they can control the risk themselves.

During the operation phase more or less standard products based on normal property insurances are required, such as 

Windstorm, including hurricanes
Fire and lightning
Vandalism and Theft
Mechanical Break Down
Inherent defects - for instance in  gear boxes
Short cuts in electrical parts
Animals damaging wiring – who would think of that
Liability insurance

Although insurance events may originate from outside sources - as is normally a requirement in property insurance - it must be recognised that mechanical break down and failures are more often caused by inherent defects and insurance that excludes these damages has only limited value. To take gear box problems as an example when they were the talk of the sector about 10 years ago as serial damages a solution was found in consort with gear box manufacturers, wind turbine manufacturers and insurance companies based on a pledge from all interested parties of continuing long term cooperation irrespective of where the legal liability might be placed. Similar issues are bound to emerge in the future. In some respect that calls to mind the special liability rules applied for the off shore industry in its infancy. 

Although such serial damages are much debated and insurance companies may be reluctant to cover serial damages I have been informed that in the wind turbine segment they have been relatively few and in each case a commercial solution has been found – with and without the insurance sector.


I have also listed Weather. A product has in fact been developed that attempts to support the revenue forecasts based on Weather calculation. This may not even qualify as an insurance product but may be complemented by weather derivatives.

Today there is a continuing increase in the interaction between producers, owners and insurers: Possible insurance protection requires that manufacturers and owners try to prevent the events through structured service and maintenance and 24/7 monitoring of performance that will indicate malfunctions before the wind turbine or its technology collapse.

As a result an insurance that protects the owner against a gap between the projected efficiency of the wind turbine and the actual production – for other reasons than the lack of strong winds - is no longer in demand: the quality of not only the wind turbines but also the efficiency of calculations are now so high that there is no need for insurance !

Insured interest

This was the insured events. Now let’s turn to the beneficiaries: The insured interests.

Again I have listed a number of products that protect their individual interest seen from their perspective: Producers and owners in isolation and their business partners. These are all familiar to you and I won’t spend more time on these products.

Let me instead mention a challenge for the off shore wind parks that have experienced a weak point outside their own sphere: The land based reception station. If that station breaks down there is no way to deliver the generated electricity and it is lost forever – like strawberries that rot in Summer. These stations are often owned by traditional power companies and there is a huge difference in the loss suffered by a power company - that for a period looses revenue from transporting power and a possible mark up – and for the seller of the power. That inbalance is overcome by construing an insurable interest with wind park owners who pay for the insurance to ensure that these stations are repaired – and quickly - if they are rendered in-operational by fire or other causes.

This is a fine example that rather than focusing on avoiding a risk by passing it to someone else one should pay attention to controlling and managing the risk.


Other technologies

What I have explained for Wind Turbines can be repeated for other new technologies such as Wave turbines and ancillary products that serve to store or transport the renewable energy. 

One exciting project is the projected construction of a huge Power grid along the European continent that in itself may serve as a constant recipient of renewable energy since it may distribute that energy to whatever part of Europe needs the energy at that particular moment. However, as is true for all mega structures should it suffer a major break down the consequences could be huge. But that is just another challenge for the insurance industry. 

So far I believe the insurance industry has supported the renewable energy quite well and I hope it continues to accept the challenges also in the future.



Thank you for your attention.

Søren Theilgaard
