
Contingent Legal Risk Insurance —  
Case Study

Reclassification 
risk in the 
renewables sector 
An investor in the renewable energy sector in Southern Europe was in the process of an M&A 
transaction to acquire two solar plants which had been classified as separate plants for the purpose 
of the regional regulatory law. This impacted the level of income they could be expected to generate. 

The investor’s due diligence identified the risk that the solar plants could be reclassified as a 
single plant by the competent regulatory body because, whilst separate installations, they were 
in close proximity to each other.

Such a reclassification would have resulted in a potential liability to repay the historic Specific 
Regulated Remuneration (SRR) and/or the refusal of future SRR payments.

There were good technical and legal grounds to support the position that the solar plants 
should not be classified as of a group of facilities as defined by the regional regulatory law. 
Nonetheless, the potential severity of the risk in terms of quantum created an intolerable level 
of uncertainty for the investor and so it was considering abandoning the project.

The investor took out a Contingent Legal Risk Insurance policy to cover the loss that it could 
have suffered in the event of a reclassification of the two solar plants. This took the risk off the 
table and enabled the parties to unlock the negotiations and proceed with the signing of the 
transaction within the timeline initially agreed.

These case studies are provided for illustrative purposes only. Any such case studies, examples, and illustrations cannot guarantee you will achieve similar results. 
Individual results may vary based on your particular facts and circumstances.

Liberty Global Transaction Solutions (GTS) is a trading name of the Liberty Mutual Insurance Group (LMIG). Policies are underwritten by LMIG companies or our 
Lloyd’s syndicate. When we offer insurance products we will state clearly which insurer will underwrite the policy. Any description of cover in this document does 
not include all terms, conditions and exclusions of any cover we may provide, which will be contained in the policy wording itself. For policies issued in USA, some 
policies may be placed with a surplus lines insurer; surplus lines insurers generally do not participate in state guaranty funds and coverage may only be obtained 
through duly licensed surplus lines brokers.
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Learn more

https://libertygts.com/products/contingent-risk-insurance/

