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Weather underperformance insurance 

Using insurance/financial products to protect companies against adverse weather conditions began in the 1990s – 

the first structure being a hedge against cold weather in New York in 1996 – and has since evolved considerably. For 

renewables these products are typically used to protect against periods of lack of resource; so a lack of wind, 

irradiance, or rain for wind, solar, and hydro projects respectively. Naturally, periods of resource underperformance 

lead to lower than expected energy generation and therefore lower revenues. The purpose of these products 

therefore, put simply, is to pay out when resources underperform, and to make up (at least in part) for these periodic 

revenue shortfalls.  

From a financial perspective there are typically one of two motivations when a company engages in weather risk 

transfer to stabilise revenue flows:  

1. Risk aversity – predictable financial returns are attractive to certain groups of stakeholders 

2. Improving financing terms – lenders attracted by the higher minimum revenue guarantees afforded by these 

products will be able to offer more favourable loan terms. Improvements to debt coverage ratios enable an 

increase in the debt equity ratio which increase returns on investment and can have tax shielding benefits; 

further, the improved guarantees of cash flows can also lower lending rates 

The means of measuring weather conditions is an important part of these structures since payment ultimately 

depends on measured weather performance and not on actual generation or actual revenues of renewable energy 

projects. Lower generation/revenues are not themselves used to trigger payouts because they can be affected by 

technological breakdown, power pricing fluctuations and various other factors separate to weather performance. 

Therefore weather risk products rely directly on weather measurement indices, of which there are two broad types: 

The first are global data sets which provide worldwide round-the-clock measurements of weather conditions, and the 

second is to use the SCADA (supervisory control and data acquisition) data from the project themselves. Each has 

advantages and disadvantages relating to basis risk, privacy and convenience.  

Weather risk transfer has in recent years also evolved to incorporate power price risk hedging in some cases. 

Products will now sometimes combine the two covers to hedge against proxy revenue, which depends on two factors 

– resource and power price performance, rather than just resource. These will compensate renewable energy 

projects whenever they suffer from lower than expected revenues due to either resource or power price 

underperformance, or some combination of the two. It has risen in popularity as the availability of competitive long 

term Power Purchase Agreements for renewables has declined in some markets, and these products are often 

treated as a substitute for PPAs.  

GCube is proud to have offered its clients products hedging against both pure weather risk, and weather and power 

price risk for a number of years. We are at the forefront of the expansion of this market and have had particular 

success in supporting renewable projects in developing economies transfer their wind resource risk.  
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Solar credit default insurance 

The photovoltaic solar energy market in the US has grown substantially over the past decade, driven by increased 

demand and price improvements. However, installations in the residential and utility scale segments have outpaced 

those in the commercial & industrial segment (“C&I”). This is because energy “offtakers” (i.e. the buyers of the 

electricity generated by the solar installations) in the C&I segment are primarily small to mid-cap businesses that do 

not have publicly available credit ratings. This poses a risk to solar project financiers, because offtaker electricity 

payments are needed to generate revenue for project developers and repay financiers for construction and operation 

debt. Small to mid-cap credit underwriting can be onerous and many banks are inexperienced in the solar lending 

space, so individual financiers inevitably limit the proportion of their overall sector exposure without investment-grade 

ratings to manage this risk. The result has been constrained investment in the C&I segment, a problem Energetic 

Insurance is looking to solve with their first of its kind insurance product EneRate Credit Cover™. 

As the price of solar installations has decreased dramatically over the past several years due to advances in 

technology and manufacturing efficiency, the United States has reached a “tipping point” where, in most areas, it is 

cheaper for a business to pay for solar-generated electricity rather than from their local electric utility. Further 

improving the value proposition are the decreasing costs of batteries which help provide round-the-clock energy and 

parking canopies or “carport” solar, which provide shade to customer and employee vehicles and can more easily 

serve as electric vehicle charging stations. For businesses without ample roof space or open land, utilising parking 

lots for solar is an effective way to increase the value of their available space. 

Energetic Insurance recently participated in a solar installation on a prominent retail outlet mall in southern California. 

The mall owner wanted to install solar carports in their parking lot to provide electricity for the mall and shade from 

the California sun for their customers. Doubling as a popular highway rest stop, the mall owner also could provide 

cheaper electric vehicle charging stations with the solar installation. 

When CalCom Energy, a solar energy project developer in California, first started working on the solar project at this 

retail outlet mall last year, they thought it would be a strong candidate for project financing from a bank lender. The 

outlet mall was in an attractive location and operated by a large, experienced firm with solid financials. However, 

because the outlet mall was held in an unrated standalone limited liability company (LLC), lenders could not rely on 

the corporate parent’s credit rating, making it difficult to obtain debt financing.  

Due to this difficulty, CalCom approached Energetic Insurance to provide credit support to their outlet mall project. 

Following a novel and data driven underwriting approach, Energetic Insurance was able to use its EneRate Credit 

Cover™ policy to cover the risk of offtaker payment default. With the policy in place, CalCom’s $2.1 million outlet 

mall project was able to secure debt from Live Oak Bank, with additional tax equity investment from Symbiont 

Energy. EneRate Credit Cover™, gives lenders more confidence and certainty in project payment streams, because 

they can benefit from the insurer’s credit rating.   

Energetic Insurance had personally witnessed the financing challenges in solar and realised that a credit insurance 

product was the solution that developers like CalCom needed to expand their projects to previously hard-to-finance 

transactions. Project developers can purchase EneRate Credit Cover™ to protect against default risk for up to a 10-

year term on solar projects with unrated C&I customers, as well as community solar projects.  

Energetic plans to expand to international markets in the coming years and it expects that EneRate Credit Cover™ 

will improve transaction velocity in the C&I solar market and allow project developers to access more customers, 

convert more sales and do more solar projects with unrated and sub-investment grade offtakers.  

 

http://www.energeticinsurance.com 
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