
PRE-CONSTRUCTION 
PROJECTS 
THE BATTLE TO REDUCE UNCERTAINTY AND 
IMPROVE BUSINESS CASE BANKABILITY



JLT’s dedicated renewable energy team offers unparalleled expertise across 

the full spectrum of renewable energy sectors including onshore and offshore 

wind, solar, bioenergy, hydro, wave & tidal, geothermal and battery storage.

Our team is comprised of industry experts who bring a unique perspective 

to a project and understand multifaceted stakeholders. We have many years 

of experience in developing insurance contracts aligned to the project’s long 

term service and availability contracts. In addition we help shape other parts of 

the contract outside of the insurance clauses which have a material impact on 

a project’s risk profile.

Our understanding of the industry is combined with our technical strength and 

influence in the insurance marketplace to enhance both the insurability and 

bankability of each project.
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EXECUTIVE SUMMARY
The evolving nature of the renewable energy market means that K2 
Management and JLT experience first-hand the challenges faced in  
the development and pre-construction stages of projects in the  
renewable energy industry.

This report delves into some of the trends and 

challenges that we see the industry facing on 

projects across the globe, as well as reflecting 

on the opportunities and solutions that are 

implemented on pre-construction wind and 

solar project bankability. 

INVESTMENT IN  
EMERGING TERRITORIES

The challenges that new markets face are 

plentiful and varied – many of which, by their 

very nature, occur in the development and pre-

construction phase of wind and solar projects. 

We are seeing investors who have money to 

spend but a lack of projects in which they can 

invest in parts of Asia, which is driving demand 

for projects in these attractive markets. But 

how can investors gain a better advantage in 

becoming successful in investing?

Key emerging markets, like South Africa, 

are at risk of stagnating investment if long 

development phases continue as some smaller 

investors can’t afford to wait prolonged periods 

for returns. And we’re exploring how limiting the 

number of ‘new’ elements on emerging market 

projects can reduce risk exposure and provide 

comfort to investors. Read more on page 3. 

IMPACT OF EXTREME AND  
VARIABLE WEATHER RISKS

50% of all insurance claims are weather related 

and insurance costs in exposed locations are 

soaring so how can an early focus on weather 

risks in the design phase reduce risk and 

increase return on investment (ROI)? We will 

explore the issues that the industry is facing and 

how industry stakeholders are counteracting the 

rise in costs that extreme weather is exposing 

projects to. Read more on page 8. 

DEVELOPERS AND INVESTORS ARE 
STRENGTHENING BUSINESS CASES 
BY REDUCING UNCERTAINTY

The number of projects developed using 

computational fluid dynamics (CFD) to 

strengthen business cases has increased 

more than 400% in two years*, showing that 

developers and investors are engaging in 

methods to more thoroughly understand project  

numbers. But how is this trend reflected in 

North America where bigger projects mean a 

bigger margin for error? And what effects can 

be seen on developments in second-tier sites 

now that the majority of prime slots have been 

developed? Read more on page 14. 

❝ The challenges 

that new markets 

face are plentiful 

and varied – many 

of which, by their 

very nature, occur 

in the development 

and pre-construction 

phase of wind and 

solar projects.❞
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HOW THE SCALE EFFECT IS 
IMPACTING ON PROJECTS 

In this section, we explore the value in 

understanding and accepting CapEx risks on 

scaled up projects and how this can deliver 

better project control and a more robust 

business case. We are seeing that the large 

capital required for larger scale projects is 

freezing out smaller investors on price alone, 

and the risk of having only the top players 

controlling all of the projects could result in 

stifling of innovation and evolution of execution.

The drive towards a lower levelized cost 

of energy (LCOE) does not need to result 

in lower cost components to drive down 

CapEx costs; however, being creative 

with strategy can support a healthier 

CapEx. Read more on page 18. 

EMERGING MARKET BARRIERS:  
AN AFRICAN FOCUS

Here we delve into the market barriers felt in 

emerging markets with a particular focus on 

Africa. Why is a power purchase agreement 

‘back up’ becoming more common, even in 

less mature, emerging markets like Africa? 

And how is moving regulation goalposts in 

new markets affecting their development? 

Read more on page 21. 

This report will look at these trends, 

challenges and opportunities in detail 

considering the technical, commercial, risk 

and insurance implications that will be felt 

across pre-construction, ‘emerging market’ 

projects across the globe.  

METHODOLOGY
K2 Management, a global sustainable 

energy consultancy, worked closely with 

insurance broker JLT in defining the key 

issues, trends and developments across 

some of the most innovative wind and 

solar projects that have been worked on 

throughout 2017-2018. 

A number of these trends are based on 

data gathered first-hand on client projects 

and some are observed by our leading 

technical, commercial and market experts 

from K2 Management and JLT. 

The wind and solar projects that 

form the basis of these findings span 

the globe, (including North America, 

Latin America, South Africa, Asia and 

Europe). They involve a diverse range 

of clients including investors, financiers, 

developers and utility companies who 

we have worked with in the pre-

construction phase of their projects. 

K2 Management has delivered 

consultancy services on over 1,400 

wind and solar projects in 40+ countries 

across six continents. 

JLT has insured 21GW of construction 

and operational exposures for their 

clients’ renewable energy projects 

around the world. 
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Emerging markets are transforming their energy industries at an unprecedented 
pace. In 2015, renewable energy investments in the developing world overtook 
those in the developed world for the first time and Latin America, in particular, 
has become something of a litmus test for how quickly markets can grow. 

In 2016, new investment in renewables 

dropped, when compared to the previous 

year for two main reasons – the lower cost 

of technologies and the slowdown in China, 

Japan and emerging markets. 

Market maturity and fierce competition has 

kept returns lower in Europe. In emerging 

markets, there is growing electricity demand 

but these markets also offer unique risks. 

Portfolios here need to be carefully managed 

to control the risks, often making projects 

less attractive for development despite them 

delivering higher returns.

For investors the key to success in emerging 

markets is to focus on quality research and 

careful risk management to help unlock the 

market opportunities. In addition, investors 

need to consider the composition of their 

portfolio to ensure optimal diversification. But 

let’s look at some trends that we’re currently 

seeing around the world.

MONEY TO SPEND BUT 
LACK OF PROJECTS
When international investors draw up their 

targets, they commit to investing a certain 

amount of money into a market or in a total 

number of MWs. The issue in some of these 

emerging markets however is not the lack of 

investor commitment; there’s plenty of money 

but not enough viable projects to invest in. 

Competition is fierce and private sector 

competitive bidding systems generally attract 

huge interest. This is especially true in countries 

such as Japan, which has come later into 

offshore wind and where there are billions 

of dollars available for investment. However, 

the money has nowhere to go as all available 

projects have been taken. In markets like these 

there are at least five investors for every project, 

making it highly competitive for investment.

•  Investors have money to spend but a lack of projects In whIch they 
can Invest 

•  Investment In emergIng markets such as south afrIca are at rIsk If 
long development phases contInue

•  usIng Insurance to reduce technology and polItIcal rIsk

TREND 1
INVESTMENT IN EMERGING 
TERRITORIES 
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What can investors do to gain entry to these 

territories? They must take lower rates of 

return and more risk on projects. Those who 

are willing to take calculated, considered risks 

will be served first and be more likely to have 

success in investment. Committing to lower 

CapEx costs in a new territory might seem 

nerve-wracking, but it is the only way investors 

will forge ahead of competitors for projects 

when competition is high.

Invest in risk mapping

Understand and take 
planned project risks

Gain investment advantage 
over competitors

Multi-contracting is a great way of taking the 

right amount of risk, assuming a good amount 

of control over the project as well as building 

the best business case.  

LONG DEVELOPMENT 
CYCLE MEANS SLOW 
RETURNS FOR INVESTORS
In South Africa, the situation is slightly different. 

There is money to invest and now there are 

projects in the pipeline thanks to the power 

purchase agreement (PPA) delay coming to an 

end. Here, the issue (and risk) is that the cycle 

for development currently takes too long for 

investment to pay off. The lack of a reasonable 

timescale scares off some investors. 

Bigger investors, with large portfolios, have 

the financial backing to take a longer-term 

view and can wait to see the return on 

investment. However, smaller outfits can’t 

wait that long. Without a faster turnaround 

on development and returns being seen 

more quickly, this could limit investment from 

smaller players in South Africa. 

Investors need to have a diverse portfolio 

to handle the long lead time in project 

commercialisation, so patience in emerging 

markets such as Africa will pay off. 

Generally, smaller independent power 

producers (IPPs) have to partner with larger 

organisations or development funds to be 

able to overcome the long project timelines. 

With the world’s population expected to 

reach almost 10 billion by 2050, the largest 

growth is expected to come from Africa. 

This means power projects will have to 

materialise more quickly in future, to keep up 

with both demand and the growing drive for 

Africans to have reliable access to power. 

Bigger investors, 
with large 
portfolios, have the 
financial backing to 
take a longer-term 
view and can wait 
to see the return on 
investment.
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TECHNOLOGY CHALLENGES IN 
EMERGING MARKETS

Insurers tend to take an ultra-cautious view 

where multiple project factors are untested, 

which can lead to significantly inflated 

premium costs. This can impact directly on 

project rates of return. Today, photovoltaic 

technology is recognised as being a benign risk 

and is therefore attractive from an insurance 

perspective; cover and capacity is widely 

available for property and liability risks. Insurers 

are typically comfortable with ‘Tier 1’ equipment 

suppliers from China, and concerns around 

quality control and material specifications are 

less of an issue than they were 10 years ago. 

Of greater concern, especially in Africa, are 

the long transit times required to access 

remote project locations. The transit risk 

has been the cause of multiple claims due 

to poor road conditions, lack of professional 

hauliers and route planning. Insurers tend 

to use deductibles to control these kind of 

high frequency low value attritional losses. 

Developers who pay attention to logistics 

planning and execution will achieve more 

attractive terms and conditions. 

Although solar thermal plants are becoming more 

commonplace across Africa, but much of the 

technology remains prototypical in the eyes of 

insurers. Additionally, many parts are often bespoke 

meaning repair costs tend to be higher and repair 

times longer. In hard to access plant locations this 

also impacts on delay risk insurance pricing.

The wind power sector attracts even greater 

scrutiny from the logistics and transportation 

perspective given the size and value of the 

component parts. Developers should take great 

care to ensure original equipment manufacturer 

(OEMs) and engineering, procurement, 

construction (EPC) contractors appreciate the 

importance of detailed planning and execution 

of transport logistics. Examples of delays 

caused by barge transits in Asia are well known 

as a result of unknown bridge clearances 

causing impact and sinking.

For prototypical wind technology, the supply 

of major components such as gearboxes, 

bearings and shafts can present an issue. 

However, the major area of concern from an 

insurer’s perspective is the technical knowledge 

and experience of the contractors involved 

in the project. This is of particular concern in 

emerging territories where sub-contractors are 

unlikely to have extensive experience.

Owners need to be able to demonstrate that 

risk management is embedded in the project 

and that a good maintenance programme has 

been established for its lifetime.  

By working collaboratively with insurers, 

project developers are able to identify the 

risks that may be presented by prototypical 

technology and ensure that the correct 

insurance coverage is in place. 

ENGAGE EARLY TO  
MINIMISE CONCERNS

During the due diligence phase, and before 

spending substantial money, using a trusted 

advisor who has worked in emerging 

markets before will help to ensure robust 

risk management is applied. Wind and solar 

projects are complex and CapEx-intensive. 

If developers cannot convince financiers or 

investors that they are in control of the majority 

of risks, contingencies they require will go up, 

making a project unnecessarily expensive. 

Early engagement with financiers and deal 

transactors will ensure a better understanding 

of rates, requirements, conditions and terms. 

By using industry-standard tools, techniques 

and simulations, project stakeholders can 

venture beyond typical project-related risks like 

health and safety or environmental risks. In-

depth risk management considers risks through 

the entire value chain including contractual, 

commercial, organizational, legal and political 

implications giving a complete picture.

Owners need 
to be able to 
demonstrate that 
risk management 
is embedded 
in the project 
and that a good 
maintenance 
programme has 
been established 
for its lifetime.



6 PRE-CONSTRUCTION PROJECTS  The battle to reduce uncertainty and improve business case bankability

The track record of renewable energy 

technology is variable and given the race to the 

bottom for pricing, newer, bigger technologies 

are consistently being developed which can 

make risk assessment difficult. 

In addition, sites are commonly remote and 

often in inhospitable regions, making access 

challenging for maintenance and repair. The 

skill and experience of the project developers 

and contractors is crucial to ensure that risks 

are effectively managed and projects are 

supported to develop the next generation of 

renewable energy, especially in new markets. 

Spending a little money upfront can have 

a much larger downstream effect on the 

project costs/viability, and options like logistic 

studies, grid export issues, PPA analysis, 

political changes, land and community issues, 

construction risk can all be assessed and the 

knowledge cascaded throughout the project to 

strengthen it from the beginning.

Engaging early with project stakeholders 

in general can enhance understanding and 

knowledge and prevent unnecessary project 

associated delays. 

POLITICAL RISK 
IMPLICATIONS
Balancing potential higher rates of return 

with political risk should be at the forefront 

of every investor’s mind when putting money 

into emerging economies. Insurance cover 

in this area is an essential part of any risk 

management strategy.

Political risk is a big consideration factor for 

business stakeholders in emerging markets. 

The insurance market defines it this way: “The 

risk of a strategic, financial or personnel loss 

because of non-market factors.” 

It covers any government actions (or inactions) 

that could affect a project’s efficiency and, 

ultimately, its financial viability.

Government-triggered events can include 

anything from nationalisation and civil war to 

currency shortages, or expropriation of assets. 

Political risk insurance (PRI) protects investors 

and financiers against a range of these risks. 

The policy can also indemnify the holder in 

arbitration over PPA dispute. 

JLT’s Credit, Political & Security risks division 

developed a comprehensive risk assessment 

tool for identifying, analysing and managing 

country risk. At the heart of the tool are 

country risk ratings, which are generated 

by a proprietary, algorithm-based modelling 

system incorporating 60 international data 

sources considering 198 countries across 

nine insurable peril( expropriation; contractual 

agreement repudiation; legal and regulatory 

risks; currency inconvertibility; sovereign credit 

risk; country economic risk; strikes, riots and 

civil commotion; terrorism and civil war). 

By using a quantitative approach, clients can 

use the ratings to benchmark risk across a 

portfolio and these ratings deliver, quickly and 

easily, an understanding of political risk in 

any given country upon which a management 

strategy can be built. 

The following examples demonstrate risk 

ratings for a selection of African and Latin 

American countries. These graphic tools 

can easily be refined for specific territories 

to come up with rating ranges which 

developers can factor into their financial 

models. The increased rates of return can 

then be rationalised against the mitigation of 

insurance availability and pricing. 

1 Emerging markets draw solar developers, Michael Kanellos, Forbes.com
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AFRICA

 

LATAM

 

WORLD RISK REVIEW RATINGS  — MAY 2018

The World Risk Review ratings 

for select African countries 

reveal elevated terrorism risks 

in a number of territories. In 

particular risks are elevated in 

Kenya and Egypt, who face 

a threat from al-Shabaab and 

Islamic State respectively. 

Moreover, the ratings highlight 

the challenging investment 

environment across African 

territories, with elevated ratings 

for contractual agreement 

repudiation and expropriation 

in a number of countries.

The World Risk Review ratings 

for select Latin American 

countries reveal that terrorism 

risks remain elevated in 

Colombia despite a peace 

agreement with the Fuerzas 

Armadas Revolucionarias 

de Colombia, due to the 

persistent threat from the 

Ejército de Liberación 

Nacional. The ratings also 

reveal that sovereign credit 

risk can be elevated in Latin 

America, particularly in 

Argentina and Brazil, where 

government debt levels are 

elevated and economic reform 

has been slow to materialise.
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During the past five years, 50% of renewable energy claims have  
been weather-related and the cost of insurance for natural disaster risks  
is increasing. 

2017 was one of the most expensive years on 

record for natural catastrophe losses. But how 

is that affecting the industry? 

Despite record losses in 2017, the insurance 

and reinsurance industries were well 

positioned to absorb such losses. For the five 

years prior to 2017, natural disaster losses 

were below average, meaning the insurance 

and reinsurance industry was well capitalised 

in 2017. 

There has not been an industry wide 

movement towards coverage restrictions 

and rate increases as many predicted but 

several insurers are imposing more disciplined 

underwriting practices with an increased focus 

on retentions and limits. 

While insurers sought rate increases as high 

as 100% for loss affected and catastrophe-

exposed risks, the average increase for clients 

who are not located in catastrophe zones has 

averaged nil to 10%.

Regardless of the location of the project, 

to get the best insurance coverage and 

pricing more time should be allowed to 

obtain insurance terms. This will minimise the 

impact of compressing limits and potential 

price increases. Companies also need to 

provide quality data in order to obtain broad 

coverage at competitive prices; detailed 

information helps insurers to profile the risk 

accurately and provide the broadest cover 

and competitive pricing.2

Extreme weather can affect both wind and 

solar PV installations, and this can have an 

even stronger impact when exacerbated by 

climate change.

2 JLT Re Report, Responding to Extreme Weather Events

TREND 2
EXTREME AND VARIABLE  
WEATHER RISKS

•  50% of all Insurance claIms are weather related and ImpactIng 
Insurance costs and avaIlabIlIty

•  consIderatIon of weather rIsks In the desIgn phase can reduce rIsk 
and Increase roI
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USA
Hurricanes

LATAM
Earthquakes 
& Hurricanes

ASIA
Tsunamis 

& Earthquakes 

REGIONS OF CONCERN

WIND
Currently, the threat posed to wind farms 

by hurricanes is a huge talking point in the 

industry, particularly in regions like North 

America. The US offshore wind sector is 

attracting a lot of investment interest, but 

developers are concerned that current turbine 

technology might not be able to stand up to 

the extreme weather events – common in the 

US but rarely seen in Europe.

Most offshore US wind farms are planned in 

the northeast, far from the continent’s hurricane 

alley but, as Hurricane Jose proved, even these 

states are not immune to extreme weather.

Technology has advanced in recent years to 

ensure that both turbines and foundations are 

appropriate for intense weather patterns. Some 

manufacturers have designed turbines tailored 

to deal with these environments. They have 

special blades and foundations which can be 

used in regions which experience more extreme 

weather risks. Advanced electronics mean that 

the turbine follows the wind so power is not 

lost, it’s just optimized for the conditions.

Generally, it’s accepted that this tailored 

technology will be used in regions which see 

extreme weather phenomenon.  

Project developers must select technology 

that is suited to the site, both economically 

(based on wind resource) and its capability to 

operate in the site environment and ensure 

that they understand the effects of turbulence, 

wind shear and atmospheric stability on power 

performance to reduce uncertainties in resource 

assessment, power curve measurement, wind 

forecasting and wake losses. 
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SOLAR
Solar PV arrays are also suffering as a result of 

climate change and extreme weather conditions; 

however the news is more encouraging.

While Puerto Rico and other islands saw huge 

destruction during the 2017 hurricane season, 

a 645kw solar array on a medical centre in 

San Juan, survived and functioned at 100% 

availability even after facing sustained 180mph 

winds from hurricanes Irma and Maria. The 

key to the installation’s success was its use 

of structural reinforcements that were able to 

withstand wind speeds exceeding 200mph.

On the ground, solar panels are at risk of 

wind damage, however in some contexts, 

tracking systems may be able to optimise stow 

angles, positioning arrays more safely during 

storms and using tracking algorithms to better 

cope with wind gusts. The implementation of 

solar tracking technology at utility scale solar 

sites has grown exponentially over the past 

few years, in large part due to the economic 

benefits but also to reduce operational risks. 

Horizontal stow design approaches include 

many assumptions that require careful analysis 

in order to safely design for the dynamic 

movement of the tracker in the wind including 

wind turbulence, wind attack angle, structural 

stiffness and structure damping. If these 

elements are not carefully considered, it could 

lead to immediate structural problems.  

Blizzards can also affect solar panels – for 

example, in early in winter 2017-18, Erie, 

Pennsylvania received 65in of snow in 60 hours 

– which equated to 5ft of snow sitting on top of 

the solar panels. As snow blocks irradiance from 

getting to the modules, snow results in substantial 

performance loss. The effects of heavy snow 

CASE STUDY 1
REDUCING FLOOD RISKS IN VIETNAM 

Flooding is a well-known risk in Vietnam. When K2 Management delivered owner’s engineer 

services for phase one of the Dam Nai onshore wind farm, they made sure it was not only a 

risk considered in the financial model, but that the conditions were appropriately modelled 

and incorporated into the design phase. 

The design of civils on this project was based on the past 100 years of flooding statistics, 

combined with detailed hydro simulation and modelling. 

As a result the project raised all access roads by 1.5m as well as the turbine foundations 

to ensure year-round access. Without the design change, modelling predicted the turbines 

would be inaccessible for at least two months of every year as a result of flooding. Without 

the change, if a problem occurred and flooding restricted access, yield would be lost. 

By considering and mitigating this risk during the design phase, K2 Management prevented 

expensive retrofits and access limitations for the project which could damage yield and 

ultimately ROI.

By demonstrating to Insurers that the project understood the impact of the site conditions 

and had incorporated the mitigating factors into the project design, we were able to obtain 

insurance coverage for the project at competitive terms and with full limit cover for flooding 

risks, LEG3 defects cover and 12 months contingent DSU/BI cover.

Technological 
innovations are 
being developed 
for different climate 
and weather 
challenges
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loading can also damage or compromise the 

modules and even the mounting structure. 

Ensuring that these factors are considered in 

detail during the design and development phase 

is crucial. A higher tilt angle or frameless modules 

may be favourable to limit snow accumulation. 

Although using a tracking system may seem 

like an optimum solution to shed snow, higher 

CapEx requirements can be restricting. 

In flood prone areas, civil engineers will suggest 

raising array heights or redirecting flooding 

channels to allow ground mounts to work in 

flood plains. During the design phase, analysts 

work from maps which detail where the high 

flood risk areas are, ensuring that high-value 

equipment such as transformers, inverters and 

switchgear are not situated on lower laying 

ground areas. Generally, the equipment should 

be rated for submerging, but where possible it 

is prudent to avoid this in the design process. 

There are several technical solutions and 

adaptations currently being used in the 

industry. Technological innovations are being 

developed for different climate and weather 

challenges but, as the frequency and variability 

of the weather changes, the industry must 

keep up to ensure the impact on energy 

projects is minimised. 

HOW DOES THIS AFFECT RISK  
AND INSURANCE?

Traditionally renewable energy projects have 

been built in predictable wind speed areas. As 

usage grows and areas that often experience 

natural disasters are considered as project 

sites insurers are responding to the increased 

risk by introducing loadings to rates resulting 

in higher premiums. 

The natural catastrophe insurance market 

suffered its most expensive catastrophe loss year 

on record in 2017 after hurricanes Harvey, Irma 

and Maria (HIM). Coupled with the Californian 

wildfires towards the end of the year and other 

significant recent events, insured catastrophe 

losses were in the region of USD140 billion. 

Risk assessment by insurers is undertaken 

utilising natural catastrophe modelling tools 

and focuses on extreme losses e.g. losses that 

are expected every 200 to 250 years, however 

the modelling tools can determine possible 

events from five to 10,000 years. 

CASE STUDY 2
WITHSTANDING HURRICANE MARIA IN PUERTO RICO 

The destruction of Hurricane Maria as it passed through Puerto Rico is well documented. 

There was however, at least one solar panel project which survived relatively unscathed. 

The JLT client had a robust disaster response plan which was enacted once the hurricane’s 

landfall on the island became imminent. 

The project was designed and built to withstand a Category 5 windstorm. The strength of 

the design coupled with the rapid response of the project owner preserved and protected 

the equipment resulting in less than 1% of the project panels suffering damage. Indeed the 

majority of the damage was the result of flying debris. 

Insurers are working with the project to understand the key design features and to establish a 

best practice standard for other solar projects in high hurricane areas.

The natural 
catastrophe 
insurance market 
suffered its 
most expensive 
catastrophe loss 
year on record-
in 2017 insured 
catastrophe 
losses were in the 
region of USD140 
billion
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The definition of a catastrophe model as given 

by Lloyd’s is a computerized system that 

generates a robust set of simulated events 

and estimates the magnitude, intensity and 

location of the event to determine the amount 

of damage and calculate the insured loss as 

a result of a catastrophic event such as a 

hurricane or an earthquake.

The factors which are comprised within a 

natural catastrophe model are as follows:

Exposure – The location of the risk 

determines how much it is exposed 

to the peril. It also determines 

characteristics that are relevant for 

surface wind speed – i.e. elevation, 

distance from coast, etc. The more 

precise the exposure description, 

the better the vulnerability curve 

resulting in a better damage 

estimate, which could result in a 

lower premiums

Hazard – What is the probability of 

the event occurring and what are its 

physical characteristics? 

Vulnerability – Vulnerability 

describes the relationship between 

the hazard (local wind speed) and 

the damage (percentage of sum 

insured that is damaged). 

Vulnerability depends on numerous 

characteristics, including region, 

occupancy and construction type, 

year built, height, etc. The more 

information provided the more 

accurate the calculation of 

estimated loss. 

Financials – The damage ratio 

distribution for a specific event is 

multiplied by the building 

replacement value to obtain the loss 

distribution giving a probability of 

loss. This allows the (re)insurance 

policy terms to be applied and to 

calculate insured losses reflecting 

any insurance and reinsurance 

policy conditions and aggregating 

the location coverage losses to 

higher levels (e.g. policy level).  

Exceedance probability curve 

– By simulating 10,000 years of 

hurricanes Insurers can understand 

the probability of the highest 

possible loss at different time 

periods and also what chance there 

is of this loss being exceeded. This 

allows insurers to understand the 

distribution of losses per year and 

how capital they need to retain to 

meet financial regulations. 

Projects in emerging territories are a 

challenge for insurers to accurately model 

due to the scarcity of historical data and 

information e.g. floods in Thailand however, 

insurers will utilise results for developed 

markets and extrapolate these to reflect the 

risks in the emerging markets.

Insurance cover for projects with poor claims 

experience and/or those located in regions 

exposed to natural catastrophes has seen an 

increase in both premium rates and deductible 

levels with reduced limits and cover available 

from insurers. 

That said, there remains an abundance of 

capital in the insurance market meaning price 

increases and coverage restrictions are not 

being applied to all projects. 

In order to secure optimal terms and conditions, 

detailed information which demonstrates the 

projects true risk exposures is required. The 

case studies on page 12 and 13 provide an 

overview of the impact of various elements can 

have on premium ratings by insurers:
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CASE STUDY 3
GULF WIND FARM CASE STUDY 

• Gulf Wind Farm is located on the Gulf Coast, in Kennedy County, Texas 

• It contains 118 Mitsubishi, MWT-92, 2.4 MW, turbines, with a total capacity of 283.2 MW 

• In commercial operation since 2009

• The Gulf Wind Farm was operational during most of Hurricane Harvey’s landfall in Texas, 

with turbines shutting down when winds reached 55 miles per hour.

Gulf Wind Farm is modelled as:

• Large windfarm: capacity/turbine >1.5 MW

• Coordinates provided by operator

• Year built: unknown

• Additional information: unknown

• Ground up loss

• This is an example – values are not realistic, settings are not necessarily the ones used.

SIMULATIONS

Simulation
Annual Average 
Losses, $USD

Sensitivity 
Differences from 
Basic Simulation. 
AAL % 

Occurrence 
Exceedance 
Probability (OEP) 
Loss, 250 year 
Return Period

Sensitivity 
Differences from 
Basic Simulation. 
OEP %, 250 year 
Return Period

Actual Location $1228 - $67, 106 -

50km Inland $689 -44% $22,786 -66%

Small Wind Farm 
at actual location

$1553 +27% $97,520 +45%

Year Built and 
Good Condition

$496 -60% $12,652 -81%

By changing the location of the wind farm to be sited 50km inland, the premium could be 

reduced by up to 66% as losses decrease with increasing distance from the coast.

The size of the wind farm can impact the premiums by up to 45% as small windfarms are 

considered more vulnerable than large windfarms.

Detailed information including the year the wind farm is built and the quality of the 

construction can significantly influence the premium rating by up to 81%.

*Case Study provided by Axis Specialty Europe plc.
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Between 2015 and 2017, the number of projects in which K2 Management 
undertook computational fluid dynamics (CFD) for its clients rose by 440%, 
highlighting that both investors and developers are investing in more detailed 
analysis. They are looking beyond the industry standard linear flow model.  

Stakeholders in the development phase 

of projects are seeing value in decreasing 

uncertainties through a more detailed wind 

analysis approach, but why? 

CFD offers a more accurate energy yield 

prediction and reduced uncertainty, together 

this increases the bankability of an energy 

project. A reduced flow model uncertainty 

gives higher P90/P50 ratios resulting in less 

capital investment for the project owner.

The benefit of using CFD is highest when 

applied at an early stage in the project. Here 

the layout design can be informed by the 

CFD results and the project can be optimized 

for yield and operation before it has been 

commissioned. The purpose of this is not 

only to find the best resource areas but also 

identifies potentially adverse wind and terrain 

conditions which could impact failure rates and 

the useful life of the project.

As markets are moving to auction-based 

systems, investors and developers need to 

understand their numbers as margins are 

reducing, but what impact does CFD really 

have on business cases? 

Consider a typical, relatively small, wind 

farm development with moderately complex 

terrain and some areas of woodland around 

the site. A single 70m measurement mast is 

installed and a five-turbine layout is planned. 

To illustrate the financial implications of CFD 

investment and its associated uncertainty 

reduction, see below a simple scenario 

comparison between two projects with 

different scales and terrains.

The CFD-induced energy yield analysis (EYA) 

uncertainty reduction provides increased lender 

confidence, leading to improved loan terms 

and a reduced equity stake. Even the modest 

uncertainty reduction presented above leaves  

•  number of projects developed usIng cfd to strengthen busIness 
cases Increases more than 400% In two years*

•  bIgger projects onshore In north amerIca means a bIgger focus on 
uncertaInty for developers and Investors

•  reduced uncertaInty Is essentIal on second-tIer sItes where 
condItIons are less optImal

TREND 3
DEVELOPERS AND INVESTORS ARE 
STRENGTHENING BUSINESS CASES 
BY REDUCING UNCERTAINTY

* based on projects that K2 Management has delivered CFD services to between 2015 and 2017
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SMALL, 
MODERATE SITE

SCENARIO

IMPACT

0.9% P90/P50 
improvement

0.5% uncertainty 
reduction

1 met mast

5 turbines

£4k CFD investment

£120,000 equity 
improvement

30X ROI

the development project with an additional  

GBP 120,000 in equity. This is a return of more 

than 30 times the initial investment. 

With modest reduction like this on a small, 

moderately complex site, it is easy to understand 

that the returns would be far greater when 

scaled up for a larger project or there is a larger 

reduction of uncertainty.

Note: This example is based on a generalised 

financial model. The absolute values 

presented are for illustrative purposes only. 

However, they are in line with the experience 

of K2 Management and other experienced 

professionals across the wind industry.  

REDUCED UNCERTAINTY ESSENTIAL 
ON SECOND TIER SITES

Now that many of the prime sites have been 

taken in several markets, developers are 

beginning to consider and use second-tier sites. 

These sites are often situated in more complex 

terrain and/or are impacted by forestry, both of 

which can lead to more complex wind flow. 

For the best business case in these scenarios, 

it pays to know and be comfortable with the 

reality of the numbers, particularly when the 

terrain might cause complexities in wind flow. 

These complexities could impact wear (and 

yield) on the wind turbines over the long term 

if not correctly understood in the design phase.

We are also seeing an upward trend of tech-

savvy investors who won’t consider bidding for 

a project that hasn’t had CFD analysis because 

of potential unknown issues. The use of CFD, 

in K2 Management’s experience, leads to 

increasing investor confidence when bidding for 

pre-construction projects. CDF analysis allows 

investors to see the bigger picture and mitigate 

the chance of any issues further along the 

development process. 

EXAMPLE OF HOW CFD ANALYSIS CAN SUBSTANTIALLY AFFECT EVEN A MODERATE SITE.

The returns would 
be far greater 
when scaled up 
for a larger project 
or there is larger 
uncertainty.
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NORTH AMERICA: 
BIGGER PROJECTS 
MEAN INCREASED 
FOCUS ON 
UNCERTAINTY
The North American market in particular has 

faced significant challenges related to complex 

terrain and wind flow conditions. The larger 

project sizes that are seen in North America, 

accentuate the importance of highly accurate 

wind analysis and energy predictions.  

The North American wind industry is 

addressing the historic issue of over-prediction 

– or underperformance – in a benchmarking 

study driven by the National Renewable 

Energy Laboratory (NREL), with input from 

K2 Management and other key market 

stakeholders. The study is focused on wind 

analysis techniques and the development of 

better performance predictions, contributing to 

improvements in the market. 

A decade ago, the North American market 

experienced significant over-prediction. This 

happened in part because meteorological 

masts were poorly sited during the 

development phase and simple wind flow 

models, such as WAsP, were used to model 

the wind flow across wind project sites. 

However, simple flow models can poorly 

predict variations in wind flow or conditions 

between different heights, typically under-

predicting the windiness variation with height. 

As a result consistent over-predictions were 

experienced when the masts were typically 

sited at the highest location on site. 

Bigger projects mean larger investments and 

an increasing importance being placed on 

accurate wind and energy assessment. This 

leads to simpler models like WAsP being less 

accepted by developers who are looking for 

bankable wind analysis and investors seek 

less uncertainty and risk on their investments. 

North America is a market that will benefit 

from CFD. Projects are of a much larger scale 

than onshore projects in Europe. While there 

is vast space available all of the optimal sites, 

such as the flat plains of central US, have 

been developed; developers are now looking 

to second-tier sites. 

Areas in the northeast such as Maine, New 

York and Pennsylvania, are regions which will 

benefit from CFD as they have more diverse 

terrain and complex wind flow. Even a small 

improvement in the financials, and the cost of 

financing – which can be improved through 

CFD analysis – can have a big impact on 

capital cost, particularly at the scale of projects 

that are now seen onshore in the US.

Larger savvy developers now opt for CFD 

or mesoscale modelling – sometimes both 

in tandem – for the lowest uncertainty which 

can contribute to the delivery of the most 

bankable project.  

The North 
American market 
in particular has 
faced significant 
challenges related 
to complex terrain 
and wind flow 
conditions
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INSURANCE AND RISK IMPLICATIONS

By implication, insurance is a risk mitigation 

tool that helps to reduce uncertainty. 

However, insurers are required to respond to 

unexpected events both in terms of ‘physical 

loss or damage’ where repair or replacement 

is required, and also loss of anticipated 

revenue. CFD structures can present insurers 

with difficulty when trying to negotiate fair 

and reasonable claim settlements based on 

estimated versus ‘actual’ losses incurred during 

a significant outage. Where a fluid market can 

result in higher prices due to significant capacity 

being unavailable, both the insured and insurer 

need to be confident that declared business 

interruption values match realistic forward 

revenues, rather than artificially inflated values.

Another risk to developers is the potential 

to fail to meet a commercial operations date 

which qualifies for specific tariff regime. Round 

1 of the Egyptian PV Solar FIT auction is a 

good example. Insurers are willing to consider 

insuring the ‘net present value’ of projected 

revenue as a result of failure to achieve 

accreditation under a tariff regime.

Whilst the cost of asset and revenue insurance 

is generally proportionate to the size of a 

project, there are potentially significant savings 

to be made as project size scales up. Insurers 

in the renewable energy sector have suffered 

something of a ‘double whammy’ in recent 

years as both equipment prices and insurance 

premiums have tumbled. This scenario has 

given project developers cost reductions which 

they can utilise to create more efficiency in their 

tariff costs. Larger scale projects, especially 

in low natural perils environments, generate 

attractive premium income for insurers who 

are generally willing to discount their pricing 

to secure new business. This is positive for 

project owners, however the long term cost 

and availability of insurance will always be 

subject to market dynamics and the individual 

claims record of the asset. Developers are 

well advised to model insurance pricing at 

‘mid-market’ levels to avoid unbudgeted 

cost increases following significant claims or 

insurance market hardening.

❝ Insurers in the 

renewable energy 

sector have suffered 

something of a 

‘double whammy’ 

in recent years as 

both equipment 

prices and insurance 

premiums have 

tumbled.❞
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The wind industry is more than 20 years old and projects are scaling up – 
both in terms of technology, with larger turbines, and project size. Larger 
projects can lead to bigger or more risks and developers but investors remain 
risk averse despite experience and learnings. 

Construction projects have risks, no matter 

what the size or industry; what is important is 

how developers interact with the risks as it can 

positively or negatively affect their business case. 

Understanding risk is paramount. Without a 

thorough understanding, project participants 

are unprepared and therefore exposed to 

potentially costly scenarios. By exploring the 

risk through detailed management, developers 

can become comfortable with their strategies, 

but also develop a plan B and maybe even a 

plan C to cover all eventualities. 

It is important not to shy away from risks; it 

is possible to develop a good and cheaper 

project by taking control and influence of how 

the project will be developed and operated. 

Being risk averse can limit the potential 

optimisation of ROI of a project.

Not all risks on the register will materialize and 

in fact, many will not. However, a carefully 

modelled contingency budget that may or may 

not be used is preferential to paying a premium 

up front for someone else to take the risk. 

Contingency budgets are there for a reason. 

Instead of avoiding risk and pushing it towards 

the contractor, implementing a contingency 

budget will ensure the project’s protection 

while opening the opportunity to achieving a 

good ROI.

Handing over project risk to a main contractor 

might reduce the developer’s liability, but it 

would also limit their influence on and control 

of the project. By retaining responsibility for the 

risk and putting in place an owner controlled 

insurance programme (OCIP) developers can 

make timely and cost-effective decisions. They 

have the freedom to influence the project, 

without barriers. 

Often an OCIP will offer numerous advantages 

over a contractor controlled insurance 

programme (CCIP) including:

Being risk 
averse can limit 
the potential 
optimisation of ROI 
of a project

TREND 4 
HOW THE SCALE EFFECT IS 
IMPACTING ON PROJECTS

•  understandIng and acceptIng capex rIsks on scaled up projects can 
gIve project control and a robust busIness case

•  freezIng out smaller Investors on prIce could stIfle InnovatIon In 
energy projects

•  lower cost components Isn’t the only optIon to drIve down capex 
costs
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MAXIMISING COVERAGE OPTIONS

Relying on a CCIP produces two main 

coverage concerns:

1.  The insurance coverage obtained by the 

contractor might be below the standard 

available in the insurance market 

2.  Coverage under a CCIP is designed to 

meet the contractor’s requirements as 

opposed to the owners. 

It will include coverage for the contractor’s 

plant and equipment (in which the owner has 

no financial interest) and will not provide any 

protection against the risk of delay due to 

damage during construction. Generally, this 

delay in start-up (DSU) insurance is only available 

to the owner as an extension to an OCIP policy.

COST TRANSPARENCY

An OCIP provides full transparency of cost to the 

owner and, alongside some specific procurement 

measures, can deliver significant savings from 

CHOICE OF INSURER

For OCIP placements, selection of insurers rests 

with the owner. Protection can be sought from 

key relationship partners whose performance 

in the event of claims is well understood. 

Alternatively, the contractor will place the 

CCIP with an insurer of its choice. In the event 

that the owner needs to make a claim under 

the insurance programme they may have no 

relationship with the insurer(s). Indeed, in the 

event of contractor insolvency, the insurer may 

not be incentivised to settle any claims.

SATISFYING LENDER REQUIREMENTS

Project finance lenders will typically resist the 

option of a CCIP insurance structure to avoid 

difficulties with the ability to take security 

over insurance and control over policy 

terms and conditions. In emerging territories 

this point becomes even more important 

where legislation will likely require use of an 

‘admitted’ local insurer without the requisite 

security rating.

IN WHAT OTHER 
WAYS IS THE SCALE 
EFFECT IMPACTING ON 
PROJECTS? 
In the drive to the lowest cost of energy on 

projects, cost effective CapEx is paramount 

and there’s always a tight balance between the 

quality of components and costs. 

An obvious option is to select cheaper 

components to drive down costs, but it is 

essential that there’s no compromise on 

component quality which could affect the 

lifetime or durability of the project. 

Quality components must be used to ensure 

the expected turbine lifetime of 25-years plays 

out during operation while retaining a robust 

business case; however, quality doesn’t 

necessarily equate to higher costs.

Choosing one component that will last for 

the full 25-year lifetime of a project is not the 

only solution, and may not even be the best 

solution for both the project and for keeping 

CapEx budgets down. For example, a lower 

cost component that lasts for half the time 

might prove to be a suitable alternative, even 

considering replacement costs and labour half 

way through the project. This may also give 

the opportunity to utilise future technology 

advancements mid-way through a project’s life 

as part of a normal OpEx budget and strategy.  

There is a limited track record of real-world 

achievability of projects and components at 

current price levels, so build out and early year 

operations will be interesting to confirm price 

levels can be supported.
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WHAT IMPACT DOES  
THIS HAVE ON RISK  
AND INSURANCE?
As wind turbines scale up, so their risk profile 

changes as they become more susceptible to 

natural perils exposures.

As existing technology is scaled up, the newly-

upgraded models can be seen as prototypical 

in nature again and this can move the risk 

focus away from natural perils, to breakdown 

risks requiring technical and engineering-based 

expertise. Series losses are a major concern 

as hundreds or thousands of units might be 

installed before a problem is identified.

Commonly, onshore wind turbines exceed 

200m in height, with rotor blade sizes increasing 

too. GCube, renewable energy market leader, 

notes: “As the infrastructure underpinning 

wind energy continues to grow ever larger and 

capacities increase, mechanical and electrical 

breakdown will remain a significant threat to 

successful project operations.” 3 

GCube, who insure eight out of 10 of the 

leading renewable energy companies and 

more than 30,000MW of projects globally, 

notes the following turbine claims trends: 3

3 GCube Risky Business report, Assessing Future Threats In Onshore Wind Development, Financing and Operations

3,800
average incidents of blade failure each  
year, each costing up to USD 1 million  
each to resolve

1,200
incidents of gearbox failure on average each 
year, typically ranging between USD 200,000 
and USD 300,000 in insurance claims

50
turbine fires each year, costing project 
owners USD 4.5 million on average

Mechanical 
and electrical 
breakdown will 
remain a significant 
threat to successful 
project operations
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Insurance legislation and regulation barriers to investment are common in 
emerging territories, from the stability of governments and political regimes 
to the stability of the off-taker. These considerations often directly impact the 
market’s attractiveness for investment.  

Learning lessons is key to driving emerging markets forwards and this will serve to avoid mistakes 

and replicate successes that others have already experienced in more established markets. 

WHAT MAKES A MARKET ATTRACTIVE? 

       

      

TREND 5 
EMERGING MARKET BARRIERS: 
AN AFRICAN FOCUS

•  ppa back-up Insurance Is becomIng maInstream In emergIng markets 
thanks to a push by lenders

•  movIng regulatIon goalposts Is puttIng pressure on emergIng 
markets
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Public finance institutions need to focus on risk 

mitigation, including off-taker guarantees and 

currency risk hedging mechanisms, which in 

turn are critical to reduce financial costs.

Africa is a market in which there’s tremendous 

potential for renewable energy development, 

a great need and a drive towards energy 

accessibility. But on the flip side, there are a 

host of challenges that an emerging market 

experiences. 

Below we consider some of the challenges 

and trends that we’re seeing in the continent. 

PPA BACK-UP
PPAs drive investment in emerging markets 

but South Africa’s experience with PPAs has 

been unique. After a 2.5 year delay on the 

signing of 27 PPAs in Africa, the impasse was 

resolved in early 2018, spurring R 56 billion 

(USD $4.7 billion) of investment for the country. 

Despite South Africa’s market being in its 

infancy, based on learnings from other 

markets, it embedded early risk mitigation 

measure in its PPA strategy to facilitate 

international investment. 

For example, in India, a PPA was signed 

between a project and a utility but the utility 

stopped paying and the project went bankrupt. 

Given their experience, banks are concerned 

about this eventuality. As a result we now 

see projects building protection into their risk 

assessment and insurers providing backing by 

underwriting in the PPA. 

In South Africa, PPAs are underwritten by the 

treasury so there is back-up if Eskom do not 

pay for the power as per the agreement. 

In some markets, the utility doesn’t want to 

issue bonds or warranties to promise payment 

in exchange for energy, but most international 

lenders won’t invest without a warranty.

This is a potential risk in markets that are just 

starting out and are still finding their regulatory 

feet that bonds aren’t part of the PPA and 

financial risk would be high, so a guarantee 

to support the offtaker’s payment obligation 

is becoming more and more common in 

emerging markets, and South Africa is ahead 

of the curve.

MOVING REGULATION 
GOAL POSTS
The consistency of government policies 

and industry regulations are dependent on 

the country. In regions such as Thailand, 

government policy can change day by day. 

In Japan, until a few months ago, it wasn’t 

clear whether the government would allow 

international investment. This uncertainty 

stalled the development phase of some 

projects; and once the new policy that 

facilitated international investment came into 

play, projects began to move forward quickly. 

Even as projects are being built, regulations 

are changing. Regulations change during 

the development phase it could have a huge 

impact on the project’s business case. Is it 

better to build in a bigger contingency and 

have a higher CapEx? Or better to have a 

lower CapEx and push risks elsewhere. This 

is a prime example of why thorough risk 

management is key in emerging regions.

In South Africa, changes in political rule 

completely stalled the renewable energy 

market for 2.5 years, but another switch up 

in power saw the market begin to flow again 

almost as quickly as it stalled. This is a prime 

example of how political factors can impact on 

not only projects but the whole industry. 

In many African countries, governments 

have already shown a policy commitment 

to renewable energy by making investment 

vehicles available for independent power 

We now see 
projects building 
protection into their 
risk assessment 
and insurers 
providing backing 
by underwriting in 
the PPA
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producers (IPPs). However, government 

agencies that are involved in setting up 

programmes in Africa are generally self-funded 

and this is where a lack of technical expertise 

is apparent. PPA programmes need to be 

bankable to be financed upon and in order to 

have investor confidence, the development of 

these programmes require technical expertise 

to ensure that they are truly bankable as well 

as being executable. 

Political will, clear targets and a long-term 

policy framework that ensures a broad 

participation in the energy transformation are 

crucial to successfully scale up investment. 

Governments must commit to creating a stable 

market environment to secure a bright energy 

future for their country. 

However, despite attractive rates of return, 

investors can still be preoccupied with 

political risk, including changes to regulatory 

and tax regimes, currency non recoverability 

and tariff changes. These concerns can hold 

investment back and in markets like Africa, 

where progress is essential after recent 

delays, this could have a significant effect on 

the market’s future.

Standardized contract templates are an 

important tool to reduce transaction costs, and 

to facilitate the aggregation of smaller projects 

to create larger financial deals. As the market 

plays out, particularly in South Africa, this 

will come into play to ease the flow of future 

energy projects on various scales.

A clear message from the top needs to 

come in the form of non-discriminatory 

market access, allowing for both private 

and community-based investors to engage 

effectively in the energy transition. This will 

open up the market in terms of investment,  

as well as the beneficiary of the energy. 

DEMAND FOR PROJECTS 
IS EXCEEDING SUPPLY 
REQUIREMENTS
In emerging markets, particularly in those that 

show promise and growth potential, a demand 

can be seen from developers, investors and 

banks to be early entrants into the market, 

even when those investments aren’t likely to 

yield profits quickly. 

Take Botswana as an example. The 

country has a relatively small population 

of around two million people and low 

energy demand, approximately 550MW 

according to USAID, with 80% made 

up of coal generation and the remainder 

imported from South Africa. 

However, in 2017, a tender was launched 

for the development of a grid-connected 

100 MW solar power plant, which received 

166 bids for the project. This is a prime 

example of how demand for involvement 

African projects is far outstripping not only 

the volume of projects available, but far 

exceeding the level of development that a 

market of this maturity can handle. 

At the end of 2016, 102 renewable energy 

projects were selected as preferred under 

the renewable energy independent power 

producer procurement (REIPPPP) in South 

Africa. That is a total of 6376 MW procured. 

However, 460 bids were received, which is a 

total of 26.7 GW of capacity.

Africa has one of the strongest potential 

markets for renewable energy in the world, 

but the success of the industry hinges on 

governance, regulation and enabling an 

adequate and useable framework that is 

consistent across the continent. Unlocking 

investment, both locally and internationally, 

will kick-start economic growth and support 

development in the region. 

Political will, clear 
targets and a 
long-term policy 
framework that 
ensures a broad 
participation 
in the energy 
transformation 
are crucial to 
successfully scale 
up investment
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INSURANCE BARRIERS IN  
EMERGING MARKETS

The insurance implications for project 

developers in emerging markets can become 

complex, particularly where project finance  

is required.

Typical insurance legislation requires assets 

and liabilities be the subject of ‘admitted’ 

policies in the reference country. This 

requirement will often create an immediate 

problem as insurer credit ratings in emerging 

territories will rarely be acceptable to either 

investors or lenders. 

To overcome this issue, the majority of projects 

will use reinsurance structures with the 

requisite security ratings behind local insurers. 

This scenario is further complicated by lenders 

wishing to ‘perfect’ security over insurance by 

way of assignment. These arrangements are 

both costly and time consuming but ultimately 

necessary to satisfy bankability. However, 

there are options for developers which include 

requesting dispensation from the relevant 

authorities to insure ‘non admitted’ directly, 

offshore to international insurance markets 

with the requisite security ratings. 

Alternatively, contingent type insurance 

structures can be used to cover the risk of local 

insurer failures and insolvency, however this 

type of approach is very much a last resort.

Insurance markets in Africa are becoming 

increasingly mature, but it’s still the case that 

often the required level of technical expertise 

and reinsurance capacity is simply not 

available to respond to project requirements. In 

West Africa for example, the CIMA (Conférence 

Interafricaine des Marchés d’Assurances) a 

regional body for the insurance industry for 14 

countries in Francophone Africa has recently 

increased requirements for insurers to retain 

50% of all risks within its zone. For lenders 

and project developers this creates a serious 

conflict, as very few insurers and reinsurers 

match their security criteria.  

IN SUMMARY

Africa has seen rapid economic growth and 

a growing population this century, with a 

corresponding increase in the demand for 

energy. Keeping pace with rising energy needs 

is at the top of the agenda for policy makers to 

enable economic growth.

All forms of energy mixing must contribute in 

Africa plans for the decades ahead and the 

continent therefore has a unique opportunity to 

pursue sustainable energy development as a 

basis for long-term prosperity.

Countries like South Africa, Ethiopia, Kenya, 

Morocco and Egypt are leading the effort to 

incorporate renewable energy into their countries 

electricity mixes, while some of Africa’s other 

countries have also set ambitious renewable 

energy targets with more following suit. 

The abundance and high quality of renewable-

energy resources render renewables 

economically competitive, as the costs of 

renewable technologies are rapidly decreasing. 

Recent renewable-energy project deals 

concluded in Africa will deliver power at some 

of the lowest costs worldwide. 

However, accomplishing further projects 

and increasing investor confidence requires 

clear policy signals, an enabling framework, 

regulations and a formal set-up as well as 

viable business schemes to ensure accelerated 

renewables deployment. 

Many African leaders have seen the 

opportunity that renewables present for their 

nations, and have announced national energy 

plans and targets to reflect this vision. At the 

same time, leveraging renewables would 

facilitate a cost-effective transformation to a 

more secure and sustainable power sector.
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ABOUT K2 MANAGEMENT

K2 Management supports its clients in their efforts to develop, operate 
or own sustainable energy projects that achieve the best possible 
return on investment.

We do that by delivering a wide range of services within engineering, planning, project 

management, and due diligence spanning the entire value chain of an energy project; from 

the earliest phase of development, through construction as well as maximizing operations 

with asset management.

We believe it is our duty to be 100 percent client-focused, dedicated and committed in our 

role as owner’s, buyer’s or lender’s engineer.

Our ultimate goal is to support the successful completion of our clients’ sustainable energy 

projects on time, on spec, and on budget. For clients, this value creation will directly correlate 

to more profit, reduced risk, and/or time saved.

www.k2management.com

ABOUT JLT

At JLT, we believe in doing things differently.

Why? Because in the world of insurance broking, risk management, claims consulting and 

settlements, the only way we can develop solutions, which really deliver, is to fully understand  

all of the different challenges our clients face. And we know the answer does exist, no matter  

how difficult the question is.

Our success comes from focusing on sectors where we know we can make the greatest 

difference. On using insight, intelligence and imagination to provide expert advice and robust 

– often unique – solutions. And on building partner teams to work side-by-side with clients,  

our network and the market to deliver responses, which are carefully considered from  

all angles.

Because of this approach, our clients trust us. They have total confidence in knowing the 

vital elements of their operations are covered, enabling their businesses to be even more 

ambitious and surpass expectations.

We know how we work makes us different. It’s quite a claim but we’re driven to deliver on it  

every single day.

www.jlt.com
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This document is compiled for the benefit of clients and prospective clients of 

companies of the JLT group of companies (“JLT”). It is not legal advice and is intended 

only to highlight general issues relating to its subject matter; it does not necessarily 

deal with every aspect of the topic. Views and opinions expressed in this document 

are those of JLT unless specifically stated otherwise. Whilst every effort has been 

made to ensure the accuracy of the content of this document, no JLT entity accepts 

any responsibility for any error, or omission or deficiency. If you intend to take any 

action or make any decision on the basis of the content of this document, you should 

first seek specific professional advice. The information contained within this document 

may not be reproduced and nothing herein shall be construed as conferring to you 

by implication or otherwise any licence or right to use any JLT intellectual property. If 

insurance and/or risk management advice is provided, it will be provided by one or 

more of JLT’s regulated companies depending on the territories requiring insurance 

and/or risk management advice. www.jlt.com
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