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Close attention will be paid to ╬re separation between the 
process buildings ɀ it is currently common for connections  
to exist either directly or via bridge or conveyor systems.

Insurers will also be keen to establish what the procedures 
are following a ╬re within the facility, and how these are 
communicated to the workforce. 

Defects and machinery breakdown
For the construction of any process-driven industrial project, 
insurers will consider the level of defects and maintenance 
cover that they will be willing to take on; preferring 
developers to rely on the guarantees and warranties issued 
by the suppliers and manufacturers. Given the potential 
for damage during testing and commissioning and initial 
operations, it is important to consider the level of cover 
against such warranties, thus ensuring no speci╬c gaps in 
cover in the event of a major loss. 

Building design is also, of course, of key interest and insurers 
will take comfort if the entire factory planning and design 
is trusted to engineers and contractors who are highly 
experienced in this sector. 

Proto-typicality
Li-ion battery production output has accelerated at a 
phenomenal speed, but there is still a race to ╬ll demand. 
As such, battery technology and the manufacturing process 
are advancing at a rapid rate. Insurers are therefore paying 
careful attention to the process methodology involved and 
whether any of it can be deemed to be prototypical in any 
way. Insurers will generally not insure prototypical risks and 
will require that any process has (or will in the near future) 
have, a proven reference plant, or that any ɇ╬rst of a kind 
plantsɈ are simply scale-ups or alternative arrangement of 
existing technology. This will be key to obtaining the widest 
insurance programme at the lowest cost. 

Delay risk
Insurers will always closely examine the potential risk and 
consequences of delay, should Delay in Start-Up (DSU) 
insurance be requested by the insured ɀ or more commonly, 
required by project lenders. 

Many risks have the potential to considerably impact the 
project schedule. Concerns are exacerbated as battery 
manufacturing operations move to high-throughput 
continuous process with large single machines. 

The trend in the Li-ion industry is towards new technology 
and larger factories to take advantage of economies of scale. 
However, this can lead to increased vulnerability to high delay 

losses due to the scale and unique long-lead replacement 
times for key equipment. 

Insurers will seek to understand the basis of the revenue 
stream in some detail. To that extent, the following 
information will assist them in that process:

•	 Full breakdown of the projected revenue.

•	 Assumptions/strategies taken into account in the 
operation of the factory.

•	 Whether there is a degree of redundancy designed into 
the system.

•	 Lead times for the replacement of critical equipment.

In the current construction insurance marketplace there 
is likely to be little appetite to insure the full revenue 
consequences of a delay, and developers should consider  
this potential in their project ╬nancial model.

Third party and environmental liability
Accidents a╩ecting Li-ion battery factories can also have a 
major impact on the properties or health of third parties. Not 
only can the direct results of ╬re cause a signi╬cant hazard, 
but the common requirement for massive amounts of cooling 
water can have further consequences. Fire tests carried out 
by the National Fire Protection Association (NFPA) on Li-ion 
batteries, have shown that signi╬cant amounts of hydrogen 
▀uoride can be released. When in contact with water, this 
becomes hydro▀uoric acid ɀ one of the most corrosive 
types of acid, which can a╩ect respiratory systems and even 
dissolve glass. Insurers need to fully understand emergency 
procedures to ascertain how far the e╩ect on the surrounding 
environment will be contained and controlled. 

The impact of lenders, and operational 
insurance considerations 
While established global battery manufacturing companies 
do not commonly seek to raise debt against their projects, 
there are many companies that do utilise project ╬nance and 
as such need to comply with the requirements ╬nally agreed 
with lenders. Aside from the usual lender requirements, the 
borrower needs to be conscious of the required commitment 
of operational insurances, which must be maintained 
throughout the period of their loan agreement. 

Given that these commitments will commonly involve the 
procurement of product recall and liability insurance ɀ a 
historically di╪cult market for Li-ion producers ɀ the 
borrower and their broker should carefully consider what 
they commit to lenders. They will also need to be cognisant 
of the lendersɄ resultant perception of the operational 
manufacturing facility risk pro╬le. 
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