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Owing to their circumstances and effects, 
incidents causing environmental damage 
can severely affect a company’s reputation, 
as a result of both their social impact and 
the future consequences of the events.

Environmental Risk policies must cover 
liability for all aspects of environmental 
contamination, including potentially 
polluting activities causing damage to third 
parties and the environment.

Environmental incidents and their 
consequences can cause unexpected costs 
and jeopardise a company’s long-term 
viability.

On the whole, the broad array of policies 
offer different forms of cover, depending on 
whether the damage is produced as a result 
of gradual or sudden pollution.

Within the different types of cover, it is 
possible to include specific perils typical 
of the different potentially polluting 
activities and for which, in many cases, 
mandatory liability insurance is required, 
such as transport -controlled or otherwise-, 
landfills, quarries and mines, end-of-life 
vehicle businesses, water treatment plants, 
service stations, agricultural and livestock 

holdings, tile factories, storage tank farms, 
mechanical workshops, etc.

Identification and quantification of the 
damage, and the implementation of 
adequate remediation and monitoring 
measures, have a direct bearing on cost 
variations.

At SEDGWICK, once the particular factors 
are known, the handling of environmental 
claims is centralised, led by an Account 
Manager who is an expert on Environmental 
issues, who supervises the assignment and 
coordination of services required for each 
loss and whose principal mission is to make 
sure that the client’s interests are always 
taken into account.

“Environmental liability has become an increasingly greater, high-cost risk for all sorts of 
businesses, as environmental regulation is constantly tightened. Spain’s Environmental 
Liability Act no. 26/2007 transposes EU Directive 2004/23 on this matter.”

For more information or to report a new 
case, please contact us:

‘Polluter pays’ principle

Sedgwick is one of the leading firms 
providing global claims handling and 
adjustment services. With over 50 
years’ experience, we have more than 
900 offices and 27,000 employees in 65 
countries, offering a unique combination 
of innovation and technical capacity in a 
wide variety of disciplines.

Environmental services offered

• Marine dumping and spills: Identification 
and quantification of spills, identification 
of risks and extent of impact.

• Wildfires: Quantification of damage, 
cause analysis and adjustment of areas 
and individuals affected.

• Mines and landfills: Determination of 
damage, generally and to third parties, 
investigation of origin and cause 
analysis.

• Industrial facilities: Investigation of 
causes, quantification of damage and 
business interruption.

• Subsoil:  Determination of environmental 
damage, identification of origin and 
nature of discharge/spills, quantification 
and analysis of perils

Introduction
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“With 35 solar plants, Spain is the undisputed world leader in the sector, but the 
increase in environmental incidents is arousing some concern in government circles.”

Solar energy as an environmental risk

Spain was one of the first countries in the 
world to roll out large-scale solar energy 
and it is currently world leader in solar 
energy generation. However, parallel 
to that development, accidents at solar 
power plants causing environmental 
damage have been on the rise in recent 
years.

In particular, in the past two years 
Sedgwick has observed a 70% increase 
in the number of incidents at solar 
thermal power plants with environmental 
consequences compared with the previous 
record of incidents.

The nature of these claims makes them 
difficult to solve, as even incidents 
that appear to be simple can involve 
numerous environmental authorities and 
entities (delegated departments of the 
autonomous communities, river basin 
authorities, water boards, etc.).

Moreover, prevailing laws in Spain subject 
all remediation work to approval and 
monitoring by the authorities, which may 
not be concluded until up to two years 
after completion of the remediation work.

In our experience, the remediation costs 
of environmental damage in this kind of 
losses can vary between 150,000 and 2 
million euros.

Parabolic solar plants
In Sedgwick Iberia we find that most of 
the environmental incidents occur at 
parabolic trough solar plants.

Incidents at these plants have a 
significant impact on the environment, 
because any damage to the infrastructure 
usually results in an uncontrolled release 
of thermal oil or heat transfer fluid.

The heat transfer fluid, or HTF, is used 
in these plants as a primary fluid, which, 
when it is heated and transfer heat to the 
water, causes the steam turbines of the 
plant to move or heats the transfer and 
storage salts that inputs energy into the 
system.

The HTF is a mixture of aromatic 
hydrocarbons deriving from toxic 
components such as benzene. This oil 
undergoes changes in volume and density 
on heating, which makes it a pollutant that 
is very difficult to classify. For example, at 
25ºC it is a viscous fluid that flows poorly, 
whereas at 393ºC it is more liquid and has 
a larger volume.

Cause of spill
We have observed that HTF spills occur 
when the hot fluids of the system are 
submitted to stress.

When the pressurised oil leaks out, it 
generates a steam cloud that causes 
precipitations similar to rain. While the 
oil is hot, it flows easily and moves by 
gravity through the subsoil, where it can 

reach considerable depths.

Once it is in the subsoil, the HTF gels, 
i.e. it does not “float” on the interface 
between the soil and the groundwater. 
This is why, in order to reduce the 
environmental and economic impact of 
thermal hydrocarbons, the extent of the 
spill must be determined and mitigated as 
soon as possible.

Costs of waste management

In this type of loss, the largest proportion 
of co sts corresponds to waste 
management, particularly the recovery, 
handling and treatment of contaminated 
soil and other materials.

Therefore, it is essential for these claims 
to be managed by experts and qualified, 
experienced service providers. A prompt 
response and correct handling of the 
information can reduce the environmental 
impact and costs of the loss.

Based on our claims records, we have 
calculated that each litre of HTF that 
penetrates the soil has an economic 
impact of 70-100 euros, spent on restoring 
the soil to its original state.

However, in losses in which waste 
management has been minimised as 
above, we have managed to reduce 
that impact to 50-70 euros/litre. So it is 
essential to invest in a rapid assessment 
and precise determination of the extent 
of damage.

Inefficient management of contaminated 
soil can entail costs of over 40% of the 
total value of the loss.

Thermographic technologies
The greatest challenge is to make a fast, 
accurate assessment of the extent of the 
spill. In a loss handled by SEDGWICK, 
we found that since the fluid was 
percolating through the soil faster than 

Tribune
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“In a loss involving contamination of the subsoil, inefficient management of the 
contaminated soil can entail costs equivalent to over 40% of the total value of the 
loss.”

the mechanical means could act, the 
most effective solution was to remove 
the top 10-20 cm of the saturated soil and 
immediately afterwards cover the area 
with an impermeable sheet to prevent 
further percolation in the event of rainfall 
or extreme humidity.

Subsequently, in order to assess its 
expansion and propose measures to 
investigate the subsoil, we encouraged 
the use of non-invasive techniques based 
on thermography and geophysics.

With adequate, weighted investment 
in non-invasive, planned subsoil 
investigation methods in the initial stages 
of the loss, the total cost of a loss could 
be reduced.

These techniques involved the use of 
drones fitted with thermographic cameras, 

with which we obtained detailed images 
of the areas affected, and by combining 
this with geophysical techniques, we 
were able to determine the affected area 
with considerable accuracy.

In just a short time it was thus possible to 
identify the extent of the contamination 
plume, locate the most severely polluted 
spots and propose containment measures, 
while at the same time avoiding the 
risk of contamination spreading to the 
groundwater outside the site.

Our experts studied the images obtained 
together with the client, enabling us 
to determine the extent of the areas 
affected, assess the precise impact of the 
spill and thus focus the remediation work, 
reducing the cost originally estimated by 
30%.

Juan García-Cubillana 
Geologist Engineer
Head of Environment and 
Oil&Gas Area

We also avoided the possible 
environmental impact -and associated 
cost- that would have been produced by 
drilling wells and removing subsoil in this 
sensitive working area, where production 
needed to be maintained.
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Owing to their nature, this kind of loss usually occurs either in industrial environments 
in which production can be severely affected, or in areas that are difficult to access, so 
the indirect costs of the loss can be greater.

Environmental Claims in Power

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Solar thermal 
plant

Blocking of rotation 
mechanism of 
parabolic troughs. 
Uncontrolled spill 
of several dozen 
litres of HTF

Contamination 
of soil and 
groundwater of 
the facility, with 
migration to the 
perimeter of the 
facility. Loss of use 
of the area

+ €1,000,000 
just in 

direct costs 
of subsoil 

remediation

4-6 years Campaign to investigate 
the extent of pollution of 
contaminated soil, installation 
of piezometers and regular 
pumping of product and 
groundwater. +2 years of 
operation

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Wind farm Fire in turbine 
causing forest fire 
(21.7 Ha)

Damage to 
vegetation in 
protected area 
(coniferous 
woodland, scrub, 
etc.). 

Damage to subsoil 
by infiltration

≈ €550,000  + 2 years Reforestation

Study of quality of 
groundwater

Replacement of damaged 
crops

Case Studies



5

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Hydro plant Overflow of turbine 
feed channel due 
to unforeseen 
shutdown. Massive 
quantities of 
sediment washed 
into river

Damage to high 
mountain river.

Increased turbidity 
and anoxia. Dead 
fish

≈ €15,000

(restoration of 
slope)

Fine €6,000 
to €60,000 

(not covered)

1 year Environmental restoration 
of slope (planting of trees 
and securing of soil).

Quantification of species 
affected to assess value of 
claim.

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Power 
production 

plant

Gasoil spill reaching 
the hydrocarbon 
separation plant 
with insufficient 
capacity

Pollution of 
surface water. Soil 
contamination. 
Destruction of 
vegetation

≈ €600,000 2 years Barriers to contain the spill 
in the watercourse.

Pumping and treatment of 
polluted water

Removal of contaminated 
soil and vegetation
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Claims of this nature are usually associated with undetected faults in the sealing of 
cells, uncontrolled landslides or massive filtration of water in the cells and access roads. 
By nature, they are very large claims that are difficult to quantify.

Environmental Claims in Landfills

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Industrial 
waste landfill 

Fire in landfill body No external damage 
(water contained in body)

≈ €1.3m + 1 year Removal and treatment of 
polluted water. 

Conditioning of waste. 
Contribution of earth to 
extinguish fire and cover 
landfill. 

External management of 
leachate

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Urban waste 
landfill

Broken liner Damage to river 
course by leachate

≈ €280,000 + 2 years Investigation of extent of 
contamination

Pumping and containment in 
river

Repair of landfill cell

Installation of water treatment 
facilities 

Case Studies
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Environmental Claims in Industry

Owing to the volume of activity, large quantities of potentially environment-damaging 
materials are not usually stored in this type of industry, although small leaks or spills 
can have major consequences owing to their location, lack of experience, cross-contam-
ination, etc.

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Food 
industry

Inadequate 
maintenance of 
auxiliary fuel tank

Leak over time

Subsoil 
contamination with 
damage outside 
plant facilities 
as moved by 
groundwater

≈ €300,000 + 3 years Investigation of the extent of 
contamination

Design of plan and measures

Forced aeration on site

Pumping and extraction of 
water below the facilities

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Food 
industry

Toxic fats from 
production end up 
in water treatment 
plant, destroying the 
biological reactor and 
producing exterior spill

Death of fish

Contamination 
of river and river 
banks

Unpleasant odour 
in neighbourhood

≈ €300,000 + 3 years Investigation of the extent of 
contamination

Design of plan and measures

Forced aeration on site

Replacement of lost fish fauna
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Claims of this kind tend to stand out either because of the huge social impact they 
generate or because of their size, which usually have a significant bearing on costs, 
liabilities and implications for the future. They may be caused by a minor or major 
incident.

Environmental Claims with major social impact

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Oil mill Broken paste tanks Damage to 
biological filter of 
water treatment 
plant and risk 
of damage to 
protected natural 
area (PNA)

≈ €70,000 + 2 years Plant shutdown

Containment and storage of 
untreated effluent

Repair of damage to facilities 
caused by spill

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Wastewater 
treatment 

plant with spill 
contaminating 

urban water 
treatment 

plant

Fire in facilities 
affecting control 
panel, causing a spill of 
untreated water lasting 
8 hours

Damage to 
biological filter of 
water treatment 
plant and risk 
of damage to 
protected natural 
area (PNA)

≈ €70,000 - 1 year Removal of paste spilt.

Measures to prevent 
contamination and protect 
PNA.

Diversion of spill waters, 
treatment plant storm tank 
and management as plant 
waste

Case Studies
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Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Mining works Accidental breakage of 
settling sludge pipe to 
river course

Mountain river 
and water supply 
reservoir

≈ €350,000 + 2 years Removal of waste

Manual cleaning of river

Building of dykes

Type of facility Loss Damage Assessment of 
measures

Approx. 
duration Milestones

Drainage 
network

Broken sewage pipe 
(190 million litres spilt)

Damage to 
waterways, 
residential channels 
and aquatic fauna

≈ 
€4,000,000

+ 2 years Removal of surface organic 
matter and dead animals

Aeration and biodegradation 
of water

Dredging of channels and 
waterways
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“It is at the emergency stage where specialised claims handling contributes an added 
value for solving the loss, reducing the impact and time horizon and, consequently, the 
costs.”

The importance of being involved at the emergency stage
Our speciality
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Environmental emergency in a loss, 
within the scope of claims handling, is a 
sudden catastrophe or accident caused 
by natural, technological or human 
factors, or a combination of all or any 
of them, that generates a situation of 
damage and a sequential increase in 
costs if it is not minimised rapidly.

The array of claims covered by this 
definition is very broad, from accidental 
alterations of the turbidity of water or 
the destruction of biological filters at 
wastewater treatment plants to leaks 
of hydrocarbons or chemical products 
at industrial facilities. By nature, this 
kind of loss can bring operations at a 
plant to a halt, require the evacuation 
or confinement of local residents or 
sound the alarm for regional emergency 
authorities and resources.

In general, environmental claims have 
an initial emergency stage, when the 
maelstrom of procedures to be followed 

and the tension generated by the incident 
itself can lead to decisions that do not 
really correspond to the real situation and 
that will adversely affect the solution of 
the loss, and could even extend it over a 
longer time.

Failing to adequately address an 
environmental loss from the outset can 
lead to greater damage and, therefore, 
higher costs, as both increase over time.

At SEDGWICK IBERIA we have seen 
that it is in this emergency stage where 
specialised claims handling contributes 
an added value for solving the loss, 
reducing the impact and time horizon 
and, consequently, the future costs of 
solving the problem.

Based on this scenario, SEDGWICK’s 
Environment and Emergency Department 
has developed a 24/7 specialist 
environmental consultancy service to 
advise the insured and coordinate actions 

in the emergency stage of the loss.

To provide this, we have a team of 
environmental experts and specialists in 
different technical fields, so that we can 
support the insured in their management 
of the loss and assist them in the first 
decisions that need to be made.

In recent cases, swift action in the loss has 
enabled us to minimise the environmental 
impact caused by the loss by detecting 
at an early stage incipient signs of 
contamination that would otherwise have 
gone unnoticed until later stages of the 
loss.

Ivan Espinosa 
Environmental Adjuster

“Failing to adequately address an environmental loss from the outset can lead to greater 
damage and, therefore, higher costs, as both increase over time.”
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A view to a spill
Case Study

Environmental claims require specialist and urgent attention. Control is essential on 
financial and reputational exposures – while legal liability and coverage issues are 
considered.

Key facts

£50k 
saved by insurers with impartial expert 
intervention 

£100k 
if further works necessary, doubling  
the costs

£1.4m
expert intervention – total savings  
on eight similar cases

£8m
previous fines for pollution incidents 
include a fine for Tesco...

£20m
fine imposed on one company in 2018

£126m
combined and operational penalty on 
utility companies in 2019

• Environmental clean-up contractors 
escalating the project

• Claim was resolved months ahead  
of schedule

• Potential environmental impact was 
reduced

• Soaring fines on pollution incidents – 
not covered by insurance

• Prompt expert triage can save  
millions of pounds

“Sedgwick has been 
instrumental in this 
claims process in terms 
of mitigating the loss, 
reducing costs and most 
importantly, in my opinion, 
keeping the policy holder 
informed and at ease 
throughout. This case 
certainly turned around  
for the better thanks to 
[their] resourcefulness  
and know-how.”
Aideen Lennon
Claims Handler, Environmental &  
Public/Product Liability Claims,  
NFU Mutual
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Thorough, timely adjusting investigations 
can lead to denials of liability, redirection 
of liabilities or even repudiation of cover. 
If cover does engage, often significant 
savings can derive from detailed analysis of 
the strategy options and scope of planned 
remediation works. 

Expert environmental consultancy 
intervention – impartial to the 
environmental contractors who deliver 
the clean-up works – can help save 
insurers’ money, while actively reducing 
the impact on the environment.

Oil spill
A spill of transformer oil had caused 
the contamination of a small parcel of 
land that had been rented by an NFU 
Mutual policyholder, and the company 
was legally liable for the subsequent cost  
of the clean-up. 

Contractors appointed by the policyholder 
carried out emergency excavations, 
removing 15 tonnes of soil and hardcore 
material. This eradicated the majority of 
the contamination from the affected land. 
They then sampled the base and sides of 
the excavation to validate that the work 
had been successful. When tested in the 
laboratory, the samples were essentially 
clean, bar one that showed a very slight 
exceedance to the threshold for ‘sign-
off’. The contractors then proposed 
a further investigation to determine 
whether there were any environmental 
risks to the underlying groundwater. Their 
recommendations involved bringing in 
rigs and drilling down to 15 metres at an 
additional cost of at least £15k.

Desk top study
NFU Mutual appointed our specialist 
EFI Global team to intervene, given 
our concerns that the scale of the 
proposed investigation may be 
disproportionate to the risks. Our 
inhouse head of environmental consulting 
undertook a detailed desktop study, 
including consultation of gevological and 
hydrogeological records, as well as historic 
borehole logs. This established that the 
groundwater in the area was logged at 
30 metres below ground level, so our first 
conclusion was that the proposed drilling 
to 15 metres would have achieved nothing. 
The contractors would have inevitably 
needed to bring in bigger drilling rigs, 
driving costs up to around £50k.

Further searches confirmed that the land 
was in a commercial location and had 
a long history of heavy industrial use, 
including a gas works. 

Given the almost inevitable presence 
of historic contamination, any deeper 
investigations might identify risks that had 
no association with the policyholder’s oil 
spill. If that was the case, the Environment 
Agency or local authority could intervene, 
and a costly clean-up might be required. It 
could effectively open up a Pandora’s box 
of liabilities for other parties, such as the 
landlord and freeholders.

Hard geology
The contractors also hadn’t taken into 
account the hard geology of the area. 
Layers of impermeable rock were present, 
which would prevent downward migration 
of residual pollution to the aquifer. If the 
contractors had been more thorough 
in their emergency dig out, they could 
probably have removed an extra couple of 
tonnes of material, and all the validation 
samples would have been clean.

Another consideration was that a  
deeper drilling exercise could have  
easily created new pathways for any 
pollution – incident related or historic – to 
run down to the aquifer.

We concluded that there was absolutely 
no need for any further works. Our EFI 
Global team produced a validation report, 
based on desktop enquiries, which was 
distributed to the interested parties, 
including the site owners. All parties to 
the claim accepted our report and the 
conclusion – there was no ongoing risk and 
further works were not necessary – saving 
NFU Mutual at least £50k. Potentially, this 
figure could have risen to £100k if long-
term groundwater monitoring had been 
required.

Ahead of time
The project closed several months ahead 
of time. The carbon footprint of the 
proposed additional drilling exercise – 
with extensive heavy vehicle movements 
– would have been huge. 

Our outcome saved time, money, 
disruption and reduced the impact  
on the environment. 

David Waller 
Global environmental specialist 
practice group leader
EFI Global, United Kingdom
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