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As renewable energy adoption accelerates, large-scale lithium battery energy storage systems (BESS) have become critical for
stabilizing power grids and integrating variable energy sources like solar and wind. However, the risks associated with these systems
—especially lithium fires—pose significant challenges for manufacturers and site operators. This article explores the implications of
lithium fires on product liability insurance for manufacturers and site installation insurance for customers, examining the associated
costs and considerations.
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As renewable energy adoption accelerates, large-scale lithium battery energy storage systems (BESS) have become critical for stabilizing power grids and integrating variable energy sources like solar
and wind. However, the risks associated with these systems—especially lithium fires—pose significant challenges for manufacturers and site operators. This article explores the implications of lithium
fires on product liability insurance for manufacturers and site installation insurance for customers, examining the associated costs and considerations.

The Importance of Product Liability Insurance for Manufacturers

Product liability insurance protects manufacturers against claims related to product defects, malfunctions, or safety hazards that result in damages, injuries, or financial losses. For lithium battery
energy storage systems, this is especially critical given the inherent risks of thermal runaway and fires.

Key Risks for Manufacturers
1. Defective Batteries:
• Manufacturing defects (e.g., flawed cells, poor assembly) can lead to thermal runaway and fires.
2. Design Flaws:
• Inadequate thermal management or insufficient fire suppression systems can result in liability claims.
3. Operational Failures:
• Faulty battery management systems (BMS) can cause overcharging, overdischarging, or overheating.
4. Environmental Impact:
• Fires from lithium batteries release toxic gases, which may lead to lawsuits for environmental contamination.

Cost of Product Liability Insurance
• Premium Costs:
• For large-scale lithium battery manufacturers, annual premiums range from $1 million to $10 million, depending on:
• Size of the company.
• Market reach and volume of products deployed.
• Past claims or incidents.
• Companies with no history of incidents pay lower premiums, but even minor safety issues can lead to sharp increases.
• After an Incident:
• If a product causes a fire or explosion:
• Premiums can increase by 50-300%.
• Policies may include stricter conditions, such as requiring independent audits or additional safety certifications.

Impact of Lithium Fires on Product Liability
• A single lithium fire can result in:
• Massive Legal Settlements: Class-action lawsuits for property damage or personal injury can run into tens of millions of dollars.
• Reputational Damage: Loss of customer trust impacts future sales.
• Recalls: Product recalls due to fire risks are costly and can further strain insurance costs.

Site Insurance for Large-Scale Lithium Battery Installations

Site insurance, often purchased by customers or operators, protects against property damage, operational downtime, and liability arising from incidents at the energy storage site.
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