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Disclaimer

The information in this publication was compiled from sources believed to be reliable 
for informational purposes only.  All information herein should serve as a guideline 
which you can use at your risk.  We trust that you will use this information to reflect 
your own operations and believe that these samples may serve as a helpful platform 
for this endeavor.  Any and all information contained herein is not intended to 
constitute legal advice and accordingly, you should consult with your own attorneys 
when developing programs and policies.  We do not guarantee the accuracy of this 
information or any results and further assume no liability in connection with this 
publication and sample policies and procedures, including any information, methods 
or safety suggestions contained herein.   Moreover, Zurich reminds you that this 
cannot be assumed to contain every acceptable safety and compliance procedure or 
that additional procedures might not be appropriate under the circumstances   The 
subject matter of this publication is not tied to any specific insurance product nor will 
adopting these policies and procedures ensure coverage under any insurance policy.

Insurance coverages are underwritten by individual member companies of Zurich in 
North America, including Zurich American Insurance Company.  Certain coverages 
are not available in all states.  Some coverages may be written on a nonadmitted 
basis through licensed surplus lines brokers. 
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Insuring “Against” Climate Change ?

Or is it really using the insurance instrument to facilitate adaptation 
and mitigation ??????????

What does the lexicon suggest / imply ? 
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Challenges facing development of 
carbon market

Atmospheric GHG emissions remain largely an economic externality 
(cap & trade not enough)

Adaptation and Mitigation to reduce risks affects all major 
components of developed & emerging economies

– Power
– Water
– Transportation; and 
– Land Use

Governance gap and conflict of laws – discourages action
– Fossil fuel paradigm frames all current economies
– Consumer protection legislation prohibits incorporation of costs for 

externalities unless mandated
– Current laws do not address ‘rights’ of interest in a low carbon economy
– Judicially made law and administrative action ‘fill the gaps’ where 

government leadership fails to act – creating inconsistency / 
unpredictability

Low Carbon Economics – No clear demand / price signals
– Only subset of activities are cash positive; all others cost money
– Fear of taking action; might lose economic lead
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Carbon Regulation Today: Reality

Mixed Public Policy Solutions:
- cap and trade; and 
- all other incentives to achieve mitigation of 

and adaptation to climate change

Other incentives accompany cap and trade
Goal: achieve other public policy objectives, such as:

- Energy security
- Specific technology development / promotion
- Redistribution of “burden” and “benefit” of 

specific actions

Distorted marketplace presents

Risk profiles impacted by carbon credits, allowances 
and caps (political and economic risk)
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Pressure Points …

The Ripple Effect: Water Risk in the Municipal Debt Market
The Ripple Effect: Water Risk in the Municipal Debt Market
Ceres October 2010

http://www.ceres.org/Page.aspx?pid=1291
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Using Insurance to Adapt to and Mitigate 

Risks of Climate Change: The challenging 

intersection of private asset management, 

public good protection, consumer protection 

and other public policy goals 83/1/2010

In a report issued last year, Swiss Re . . . 
compared the [climate change-related] 
suits to those that led dozens of 
companies in asbestos industries to file for 
bankruptcy, and predicted that “climate 
change-related liability will develop more 
quickly than asbestos-related claims”  and 
that "[the pressure from such suits . . . 
could become a significant issue within the 
next couple of years.”

Kivalina alleged in its complaint that the industry 
conspired “to suppress the awareness of the link” 
between emissions and climate change through “front 
groups, fake citizens organizations and bogus scientific 
bodies.” That claim echoes those in suits against the 
tobacco industry that ultimately led to industry settlements 
and increased government regulation. (James E. Tierney, 
Director, National State Attorneys General program at 
Columbia Law School).

If the climate-change cases even get to the discovery 
stage, and if the energy industry possesses embarrassing 
e-mail messages and memorandums similar to those that 
proved devastating to tobacco companies, “it’s a hammer” 
that could drive industries to the negotiating table. (James 
Tierney)

Michael B. Gerrard, a professor at 
Columbia University law school and 
director of its Center for Climate 
Change Law, said the first efforts to 
sue tobacco companies had 
appeared to be weak as well.  
“They lost the first cases; they kept 
on trying new theories,” Mr. Gerrard 
said, “and eventually won big.”

© Zurich Financial Services Ltd. 2010
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103/1/2010
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Utility Basic 
Materials

Consumer 
Goods

Consumer 
Services

Industrials Oil and Gas

All other

Green House Gases

• Nuclear Waste
• Water  Abstraction
• Dust and Particles
• Acid Rain and Smog
• Coal
• Waste
• Nutrients and Organic 
Pollutants

All other include:

$ Billions

$ Billions

Cost of some other sectors analyzed: Financials $26.7bn, Healthcare $15.5bn, Technology $20.3bn, Telecommunications $8.6bn
Source: TRUCOST

The cost of damage to the environment by business sectors
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11Using Insurance to Adapt to and Mitigate Risks of Climate Change: The challenging intersection of private asset 
management, public good protection, consumer protection and other public policy goals

3/1/2010

Insurance Can Be Applied to Facilitate 
Mitigation & Adaptation …

Insurance focuses on risks to private 
assets

Insurance is the ultimate economic 
shock absorber

Insurance accounts for 7% of the 
global GDP (World Insurance Forum 
2010)

Climate Change is about risks to both 
private assets and public good

The Key : Find the Intersections
Land use
Power
Water
Transportation

Focus on public / private partnership

Insurers are creating products today to 
facilitate adaptation and mitigation to 
climate change risk …
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12Using Insurance to Adapt to and Mitigate Risks of Climate Change: The challenging intersection of private asset 
management, public good protection, consumer protection and other public policy goals

3/1/2010

What Do Insurers Need to Assist 
Stakeholders to Adapt to and Mitigate 
Risk of Climate Change ?

Insurers must be allowed to use their core skills to send risk based price signals
– Higher cost should incentivize risk reduction
– Government indemnity or pools which spread or mask risk may inadvertently increase moral 

hazard and overall risk
Climate Policy that addresses governance gaps

– Government should consider regulation / law changes that recognize the costs of mitigation 
must be passed on to users IF we are to truly incorporate this EXTERNALITY

– Policy makers must consider new / emergent resource / rights conflicts that present in a non-
fossil fuel paradigm

Climate Policy that enables markets to function properly
– Incentives should be constructed carefully to avoid moral hazard increase and market 

instability
– Consider whether finance subsidies “undo” incorporation of the EXTERNALITY
– Transition from subsidy to independence must be mapped

Climate policy that recognizes the regional nature of climate change
– One size does not fit all impact risks – especially with respect to CCS (Carbon capture and 

sequestration)
– Solutions should be regionally tailored but globally aligned / compatible
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Current Zurich climate change 
product activities

1. Carbon credits    
Political risk coverage for carbon credits     
Carbon credit securitization 

2. Motor
a. Discounts for hybrid vehicles*
b. PAYD auto insurance &  Telematics 

3. Alternative energy: full suite of p/c coverage
Solar
Wind
Hydropower
Biomass
Geothermal
Wave / tide  (under review)

4. Carbon Capture and Sequestration

5. Directors and Officers
Coverage extension for climate related  / 
environmental mismanagement claims

6. Green Building Construction Wrap: GL / WC / PI for 
“green” building projects

7 Green Edge / Better Green: Property coverages: 
commercial and personal lines

a. Green re-build extensions – addresses efficiency
b. Off-grid power BI extension – addresses DER
c. Fortification

8. Water Re-Use / Drought Coverage (in process)

9. REDD+ agricultural products (in process)

10. Smart grid / efficiency (in process)

© Zurich Financial Services Ltd. 2010*Where state law permits, discount available by Farmers Insurance.
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