
Construction claims

Turbine blade damage or gearbox failure can 
cost double or triple the amount than for an 
onshore turbine to repair. Underwater cables, 
connectors and power converters are also 
expensive and time-consuming to repair.

“If you have faulty designs, the damages or losses 
in such projects can quickly tally to huge 
amounts,” says Berruguete, adding, “Often each 
new project uses new construction methods and 
sophisticated, yet sometimes prototype, 
technology that can be expensive to assess and 
replace. Not every insurance company can deploy 
capacity for complex risks, where the material 
and technology used are still considered 
innovative, or claims could potentially be massive, 
due to the values insured.” 

New grids on the block

Berruguete says new risk challenges lie ahead for 
the construction industry as the world 
decarbonizes. “For example, while timber is being 
used more frequently in construction because of 
its lesser environmental impact, it presents 
challenges due to several unknown variables 
when it is damaged by either water or fire. The 
unknown exposures of newer construction 

materials used as part of sustainability and net 
zero strategies could also limit coverage capacity 
and hinder or delay projects.”

The same questions that apply to individual 
building elements, such as concrete, also apply 
more widely. Green hydrogen – produced by 
splitting water into hydrogen and oxygen using 
renewable electricity – could be critical in a 
successful energy transition (see page 26). Yet, 
while the technology to produce green hydrogen 
is established, scaling up requires the 
construction of electrolysis plants, pipelines, and 
storage and export infrastructure, such as port 
terminals and shipping. An associated risk is that 
hydrogen is highly flammable and combusts at 
low concentrations. Leaks are hard to identify 
without dedicated detectors as hydrogen is 
colorless and odorless, and conventional fire 
systems are not designed to handle leaks. In 
2021, the Medupi Power Station in South Africa, 
near the border with Botswana, was severely 
damaged after hydrogen used in the generator 
cooling system exploded. It is expected to take 
years to repair and cost up to $2.5bn3.

“Approaches to constructing the technology to 
produce green hydrogen in massive quantities, 
such as large electrolysers, and then 
incorporating them into existing renewable 
energy infrastructure, is still in its infancy,” 
Berruguete says.

“Companies operating in this space may face 
new risks because of the need to prototype 
technologies and the risk that implementation 
involves possible infrastructure challenges. This 
is just one example of the new world of risks we 
are entering.” 

Green hydrogen will be an important component 
of many businesses’ decarbonization strategy 
going forward, says Berruguete. “AGCS recently 
deployed capacity for the construction of one of 
the world’s largest renewable energy hubs, to 
produce, store, and deliver green hydrogen in the 
US. Given the innovative nature of such large 
green hydrogen facilities, the underwriting and 
risk consulting teams in North America worked 
closely with their counterparts in the 
headquarters in Munich. We had the chance to 
get to know the insured and understand their 
construction methodology in detail. There was 
also close communication between the AGCS 
energy and power generation practice groups. 
Such cross-collaboration across specialisms 
allowed the teams to confirm the project was 
technologically sound, used reliable equipment, 
employed experienced staff, and was overseen 
by reputable management.”

3 �IOL, Medupi Explosion May Cost Up To R40bn – Experts, August 11, 2021

Top 5 causes of claims by value in  
construction and engineering 

1. Fire and explosions – 27%

2. Natural catastrophes – 19%

3. Defective products – 10% 

4. Faulty workmanship or maintenance – 8%

5. Machinery breakdown – 7%
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Sources: Allianz Global Corporate & Specialty. Based on analysis of 22,705 
insurance claims between January 1, 2017, and December 31, 2021, worth 
approximately €12.8bn in value. “Other”causes of loss account for 29% of the 
value of all claims. Claims total includes the share of other insurers in addition 
to AGCS.
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