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Supporting the
energy transition

Hydrogen's importance in decarbonisation is
accelerating. Planned capital investments are
high and rising, and insurers are now seeing
enough opportunities to start to assess the
technological differences between projects
and start to gather meaningful loss data as
projects progress.

Despite the attention and potential, insurers’ experience is still in its relative
infancy. Of course, hydrogen production is not new, but the scale of the

opportunity means that from an engineering and underwriting perspective,
excitement is being balanced by caution.

Here are some of the lessons learned since the UK Government launched a
plan for a world-leading hydrogen economy two years ago.


https://www.gov.uk/government/news/uk-government-launches-plan-for-a-world-leading-hydrogen-economy
https://www.gov.uk/government/news/uk-government-launches-plan-for-a-world-leading-hydrogen-economy
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No two hydrogen
projects are
the same

The technical differences are significant
among the UK's proposed hydrogen projects.
There is one constant however — the output
of each production methodology is the

exact same molecule.

Hydrogen production is as diverse as power production.
Underwriters don't treat gas turbines, solar, hydroelectric,

and nuclear reactors in the same way and likewise, hydrogen
projects have many different attributes, and the risks of each
project need to be assessed individually. Hydrogen technology
and the way projects are built and operated — and ultimately
the risk of loss — vary project to project. Therefore, the specific
exposures of individual projects need to be understood fully
by insurance markets.
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From renewable
power using
electrolysers

Are electrolysers

e Acidic? e Alkaline?
e Solid oxide?
Is power

e On/offshore wind?
e Solar PV or other?
e Hydroelectric?
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Underwriters fear unknown risks

The varying ways of producing hydrogen
are understood and the technical
challenges and difficulties acknowledged
and priced.

The current unknown is less about what could go wrong and more
about how often should underwriters expect it to occur, and what

will be its severity. From the point of view of underwriters, there is
unknowable risk in hydrogen projects.

In softer market cycles, underwriters fill gaps in understanding with
premium, and in more challenging markets — nearer to where we
are today — the willingness to deploy capital dissipates without the
right answers.

The questions project teams are increasingly
being asked to respond to the following:

Project design criteria and material selection
methodology. This is required to mitigate the
potential for hydrogen embrittlement of high-
strength steels.

Operating experience of the technology
selected. Project leaders may be asked to
explain how risks associated with scale-up
have been mitigated. This relates to projects
that have integrated various technologies.
Underwriters are keen to understand the risk
profile of specific equipment and the process a
developer undertook to select the equipment.

The impact of power outages on key
equipment. If a project has been financed,
project leaders may be asked to explain the
implications of outage of key equipment.
They may be asked to confirm they have
considered both the cost of any replacement
equipment (not usually the same unit price for
one replacement, as when buying in bulk for
the whole project) and the original equipment
manufacturer’s ability and timeliness in
providing an extra unit. They may be required

to clarify exactly what spares or processes they
have in place to mitigate the risk of outages.

The installation of electrolysers. Project
managers may be asked about the measures
that have been taken to ensure purity and
consistency of the water supply used in the
electrolysis process. They may also have to
provide information on what measures are in
place to detect hydrogen leaks, disperse the
hydrogen from leaks, and prevent damage
caused by power supply fluctuations to anodes,
cathodes, membranes, and sometimes catalysts
downstream of the electrolyser.

Hydrogen projects have been insured
comprehensively for several decades, and it
must be noted that issues that could arise
might not necessarily happen. That uncertainty
needs to be managed while the limited loss
data held today edges towards being a more
representative sample that insurers can use to
estimate future maximum exposure.

Projects that demonstrate an understanding of
underwriters' concerns and can show how these
are being mitigated, stand a greater chance of
achieving effective insurance coverage.
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How can Marsh
assist you?

Every hydrogen construction project presents
unique challenges that will be carefully
considered by lenders and insurance markets.

Marsh's engineers have direct and relevant knowledge of key risks based on
their extensive experience in the hydrogen sector. They can provide advice

during the design phase and outline the expectations insurers are likely to have
during the construction phase, right through the operational lifecycle of the
plant and various assets.
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About Marsh

Marsh is the world's leading insurance broker and risk advisor. With over 45,000 colleagues operating

in 130 countries, Marsh serves commercial and individual clients with data-driven risk solutions and
advisory services. Marsh is a business of Marsh McLennan (NYSE: MMC), the world’s leading professional
services firm in the areas of risk, strategy and people. With annual revenue over $20 billion, Marsh
McLennan helps clients navigate an increasingly dynamic and complex environment through four
market-leading businesses: Marsh, Guy Carpenter, Mercer and Oliver Wyman. For more information,
visit marshmclennan.com, and follow us on LinkedIn and Twitter.
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to be general risk management and insurance information only. The information is not intended to be taken as advice with respect to any
individual situation and cannot be relied upon as such. Statements concerning legal, tax or accounting matters should be understood to be
general observations based solely on our experience as insurance brokers and risk consultants and should not be relied upon as legal, tax
or accounting advice, which we are not authorised to provide Marsh NV/SA has entered into the UK's Temporary Permissions Regime and is
deemed to be authorised and regulated by the Financial Conduct Authority (FCA). Details of the Temporary Permissions Regime, which allows
EEA-based firms to operate in the UK for a limited period while seeking full authorisation, are available on the FCA website. Full authorisation
will be sought from the FCA in due course. Branch Number BR022344. Registered Office: Registered office: 1 Tower Place West, Tower Place,
London EC3R 5BU. VAT Number GB 244 2517 79. Marsh NV/SA, part of the Marsh McLennan Companies, Inc. (MMC) group, is a Lloyd's
Broker and is registered as an insurance and reinsurance broker with the Belgian Financial Services Markets Authority (FSMA) under number
14.192 A-R. Marsh NV/SA having its registered office at Avenue Herrmann-Debroux/Herrmann-Debrouxlaan 2, 1160 Brussels, Belgium and

is registered with the Belgian Crossroads Bank for Enterprises under the number 0403.276.906. Marsh Specialty, Bowring Marsh, Claims
Solutions, Echelon Claims Consultants, Insolutions, Lloyd & Partners, Marsh Aviation Consulting, Marsh Claims Management Services, Marsh
Reclaim, Marsh Risk Consulting are trading names of Marsh NV/SA. Marsh Specialty is a trading name of Marsh Ltd. Marsh Ltd is authorised
and regulated by the Financial Conduct Authority for General Insurance Distribution and Credit Broking (Firm Reference No. 307511).
Copyright © 2023 Marsh Ltd. Registered in England and Wales Number: 1507274, Registered office: 1 Tower Place West, Tower Place, London
EC3R 5BU. All rights reserved. Copyright 2023. 23-81629
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