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Risk and Insurance Information

1.

Introduction

The objective of this prospect is to provide insurance carriers and underwriters with an introduction to Energinet, the company’s risk governance philosophy, key project competencies,
overall project trail (historic incidents) and to provide specific risk and insurance information
on the specific project: construction of a bleed valve in order to perform the barrier test at the
Nybro Tee on EPII.
The document may also serve to provide overall risk and insurance information to contractors,
advisors, or any other party chosen or aspiring to perform for the above project.
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2.

Energinet at a glance

2.1

Energinet’s mission and vision

Mission: Reliable energy for society
Energinet is owned by the Danish state for the purpose of ensuring public control of
critical infrastructure.
We must contribute to ensuring a high level of security of supply, integrating renewable energy and well-functioning competitiveness on the electricity and gas markets.
Vision: A balanced and sustainable energy supply
Energinet's vision is a balanced and sustainable energy supply. We will work to develop tomorrow's energy supply while the green transition is being implemented. In cooperation with the energy sector, we will find ways of producing reliable and sustainable energy which is also good business for Danish society

Energinet is an independent, public enterprise owned by the Danish state for the purpose of
ensuring public control of critical infrastructure for electricity and gas. Energinet was established by the Danish Parliament, by an act of law in 2005, and its ownership falls under the
Danish Minister for Energy, Utilities and Climate. Energinet’s core tasks are to integrate renewable energy, ensure equal access to the grids and ensure security of supply in Denmark.
Energinet is the result of a merger between Eltra, Elkraft System, Elkraft Transmission and
Gastra. The merger took place on 24 August 2005 with retrospective effect from 1 January
2005.
In 2016, Energinet took over DONG Energy’s distribution grid following the IPO of DONG Energy A/S (today known as Ørsted A/S).
In 2018, Energinet completed the acquisition of the gas distribution network on the island of
Funen (NGF Nature Energy Distribution a/s), and has therefor 36,000 new gas consumers.
2.2
Main energy highways
Energinet owns the natural gas transmission system and the 400 kV, 150 kV and 132 kV electricity transmission systems and is the co-owner of the electrical interconnections to Norway,
Sweden and Germany.
2.3
Reliable energy supplies
Energinet serves the interests of society. The overall main responsibilities are supplying Denmark with electricity and natural gas, ensuring fair competition and promoting green energy
solutions.
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This means that the enterprise is responsible for ensuring that the electricity and gas systems
are fully functional so that citizens and businesses are guaranteed electricity and gas supplies
now and in future.
These responsibilities are met by:
•
•
•

maintaining the overall short-term and long-term security of electricity and gas supply
developing the main Danish electricity and gas transmission infrastructure
creating objective and transparent conditions for competition on the energy markets
and monitoring that competition works
carrying out coherent and holistic planning, taking account of future transmission capacity requirements and long-term security of supply
supporting eco-friendly power generation and the development and demonstration of
green energy production technologies
Calculating the environmental impact of the energy system as a whole.

•
•
•

2.4
Well-functioning markets
Energinet is responsible for creating the right frameworks for well-functioning electricity and
gas markets to ensure fair prices for consumers and energy producers.
2.5
Efficient transition
Energinet is playing its part in the transition to a green energy system, and is helping to ensure
an efficient transition which will benefit the Danish society.
2.6
Supporting environmentally friendly energy
On behalf of the Danish society, Energinet performs many tasks which support the political
ambition of a green transition. This includes funding for environmentally friendly energy.
2.7

Organization

Energinet is organized as a group with six subsidiaries and two business service companies and
an Internal Auditor.
The group has a shared mission, vision and a shared group strategy. The six subsidiaries and
two business service companies have their own executive boards, strategies, business terms
and positions of strength.

•

Engineering and Construction monitors, operates and maintains the transmission and
distribution systems for gas owned by either the TSO or the Dansk Gas Distribution
and partly also the gas stocks owned by Gas Storage Denmark.

•

Business services are responsible for providing business support services within IT,
procurement, finance and facility to all other business units and group staff functions
in Energinet.

•

Gas TSO is responsible for operation and maintenance of the Danish gas transmission
system and development of the gas market.

•

Electricity Transmission is responsible for operating and developing the Danish electricity transmission grid.
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3.

•

Electricity System Operator is responsible for the operation and development of the
electricity market design and balancing the electricity system.

•

Gas Storage Denmark operates the two Danish natural gas storage facilities and sells
storage services on the northwestern European gas market.

•

Dansk Gas distribution was taken over by Energinet in September 2016 as a part of
the political agreement on the DONG Energy IPO.

•

Data Hub ensures standardized processes for professional participants in the electricity market to stimulate competition and to optimize market conditions for electricity
consumers.

Corporate Financial Aspects & Highlights

Energinet’s economy is based on a break-even principle as the executive order on the financial
regulation of Energinet only allows the company to include the necessary costs of efficient
operations plus the necessary return on the equity. This means that all the necessary costs
incidental to the activities in question are covered by the tariffs. Necessary costs are costs
which the company incurs, based on considerations of its operating economy, in order to
maintain efficient operations.
The consequence of the break-even principle is that over time the financial result for the year
will, when disregarding the rate of return on the net capital, be nil.
Energinet’s annual reports are audited by the National Audit Office of Denmark in pursuance of
the Danish Financial Statements Act and in pursuance of the Act on the Auditing of Governmental Accounts etc.
3.1

Capital investment

Dok. 18/07518-6 - Til arbejdsbrug/Restricted

7/22

Risk and Insurance Information

Energinet is investing extensively in efficient and secure energy supply, thereby creating the
framework for the integration of renewable energy and increased trade.
Energinet is planning to invest around DKK 28 billion between 2018 and 2021.
3.2
Strategy
Energinet’s strategy for its activities in 2018-2020 is entitled “Energy across borders” and includes, besides the company mission, four strategic objectives:
•

New security of supply framework

•

Denmark as an energy hub

•

Social responsibility through efficiency

•

Digitalization

Learn more about Energinet’s strategy on our website at the following link:
https://en.energinet.dk/About-our-reports/Reports/Strategy-2018-2020
3.3

Highlights 2018

Energinet’s revenue is DKK 4,905 million (all figures from the 2018 annual report) based on
operation of a non-current (building, plants, etc.) asset base DKK 43,826 million and current
assets (liquids) of DKK 3,181 million (balance sheet value of assets).
Interest bearing debt amounts to DKK 29,999 million. Operation activities result in a cash flow
of DKK 1,878 million. Investing activities was DKK -3,986 million of which DKK -3,600 million is
invested in property, plant and equipment. Solvency ratio (equity/balance sheet total) was 12%
and EBITDA-margin 51.5%. Energinet’s credit rating (Standard & Poor’s) was “AA-“

4.

Social Tasks and Responsibility

As a public enterprise, Energinet is entrusted with great social responsibility. Energinet was
established to perform tasks from a holistic, social perspective taking security of supply, economy, the environment and efficient energy markets into consideration.
Energinet wants to be known as a decent, proper and honest enterprise. As the owner of the
main electricity and natural gas grids in Denmark, Energinet is responsible for consumers always having electricity and gas readily available (security of supply), well-functioning electricity
and gas markets, and efficient integration of renewable energy.
Energinet administers public funds for renewable energy and supports research and development in environmentally friendly power generation. Energinet also calculates the emissions of
environmentally hazardous substances from the entire energy system – not only from Energinet as an enterprise but also from the electricity and natural gas sectors.

5.

Transition of the energy systems
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Energinet plays an important role in the transition of the Danish electricity and gas systems to
renewable energies. We develop and expand the systems to be able to integrate an increasing
amount of wind power, solar power and biogas into the electricity and gas grids.
The Danish government has a vision of Denmark being independent of fossil fuels in the long
term and has an objective that wind power will cover 50% of the domestic electricity consumption in 2020. In 2017 wind power constituted app. 43.4% of the combined usage of power.
While the security of supply of gas and power in Denmark is steady and among the highest in
Europe, the amount of sustainable energy sources are becoming an increasing factor.
This development is concurrent with the ambition from the Danish parliament.
5.1
Electrical Development Trends
Considering the international climate change debate and the Danish Government’s objective of
ensuring continued integration of large amounts of renewable energy and development of
well-functioning electricity and gas markets towards 2025, the importance of holistic, longterm planning is obvious.
Energinet is tasked with developing a robust and flexible energy infrastructure supporting
environmental and energy-pollical objectives – nationally and internationally.
Energinet’s system planning focuses on the balance between considerations in terms of security of supply, preparedness, the environment, sustainability, markets and economic efficiency.
As to electricity, managing system operation, ensuring sufficient generation capacity and integrating large amounts of wind power and local electricity generation are still key words and
focal points for the planning work. The electricity infrastructure must support the increased
use of renewables, and this places new demands on the system.
To ensure future security of supply, Energinet collaborates with 50 Hertz transmission GmbH,
TenneT B.V. National Grid plc and TenneT TSO GmbH on new power systems and an expansion
of an existing connection between Denmark and Germany, as well as establishment of new
connections to the UK, Germany and Netherlands. Furthermore, the Baltic Pipe project will
expand the gas transmission capacity by up to 10 billion cubic metres of gas per year. In comparison, the total Danish gas consumption for 2016 was 2.5 billion cubic metres.

5.2
Gas Development Trends
Establishing and developing the gas transmission system is essential to support the political
ambition of a green transition.
New gas pipelines between Denmark and neighboring countries are helping to ensure that the
transition will benefit the Danish society at large.
Energinet has increased the capacity on the gas transmission system in South Jutland by establishing an extra gas pipeline in 2012 between Ellund in Germany and Egtved in Denmark with a
compressor station at Egtved and has expanded the gas storage facility at Lille Torup in Jutland.
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Energinet increased its footprint on the Danish gas market by purchasing the gas storage facility at Stenlille on Zealand and by the Baltic pipe project, leading a gas pipeline from Denmark to
Poland. The Baltic Pipe project is expected completed in 2022.

6.

Enterprise Risk Management and Risk Approach

6.1

ERM framework integrated in Energinet

Energinet has the objective to implement Enterprise Risk Management to obtain a systematic
and documented risk management process across the enterprise.
According to Energinet’s written “Risk Policy”, risks are to be managed proactively, dynamically
and as an integrated part of the business to protect people, assets and reputation and to facilitate Energinet’s efficient operation.
This means that Energinet:
•

has defined a governance policy and an overall strategy for risk management in the
organization,

•

uses an effective and integrated risk management system, which maintains and allows
for business and operational flexibility,

•

identifies and assess significant risks associated with the company, both specifically
and in relation to the interfaces between various functions and areas of risk,

•

monitors, manages and limits risks on a continuous basis and

•

reports to and supports the executive management and organization in general in relation to risk.

A holistic approach to risk management is important to Energinet to support the business performance and management’s decision-making. Due to interfaces between functions and departments, Energinet looks beyond traditional responsibilities and risk perspectives and recognizes that risks or potential consequences occur in the value chain or in the interfaces themselves.
A “Risk Policy” for risk management has been established. Based on the “Risk Policy”, Energinet’s risk tolerance is defined in the Governance Policy for risk management.
An escalation to the next level of management, i.e. a risk tolerance at project level, is clearly
described in relation to a possible escalation to an approval at a higher management level.
The Executive Management is responsible for ensuring a systematic, integrated process for the
risk management and sets the strategic direction for the risk management, including supervision of the risk management support of the overall internal control environment.
On a quarterly basis, the Executive Board informs the Supervisory Board on the status and
development of the most significant risks.
The risk management strategy in Energinet must ensure that:
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•

Risk management is anchored and operated as close to the operational level as possible.

•

The risk management operations and activities generally support an overall purpose
and plan. The activities are coordinated across the organization to ensure relevance,
Best Practice, efficiency, and process and cost optimization.

•

Monitoring and reporting takes place and is carried out, using common systems, clear
roles and responsibilities, and a centralized organizational structure for risk management and control.

•

Learning is based on common systems, semantics, dialogue, and centralized consolidation and support.

Through established business processes, Energinet obtains structured management of strategic, operational and project related risk factors. Energinet has designed business processes, providing an
overview of the strategic, operational and projectrelated risk factors and ensure that risks are managed,
supporting Energinet in achieving the agreed objectives
for risk management and for the strategy.
The framework for risk management in Energinet follows
the COSO framework for Enterprise Risk Management1,
which assists in strengthening the maturity of the overall
control environment for Energinet.
A prerequisite for effective risk management is the way
it is tailored to the business. Risk handling varies, depending on where the risks arise. Energinet has set four main risk areas:
•

Strategic – is the high-level goals, aligned with and supporting its mission

•

Operations – effective and efficient use of its resources

•

Reporting – reliability of reporting

•

Compliance – compliance with applicable laws and regulations

The value being added to the business is ensured by a developed risk strategy for each risk
area, supporting the overall KPI’s (Key Performance Indicators) of Energinet. For each risk area,
a specific risk register, risk process/procedure guidelines and risk strategy has been prepared.
It should be emphasized that the responsibility for risks is deliberately decentralized to its
origin.
The mission of Risk Management is a long-term objective to create an even higher maturity on
culture and behavior in Energinet that supports risk management, developing the foundation
for Governance, Risk, and Compliance (GRC). This is implemented with the assistance of the
Risk Management Department.

1

COSO ERM 2004 (by the Committee of Sponsoring Organizations of the Treadway Commission).
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The practical implication of this principle is that a Project Manager owns the risk management
process in Energinet’s construction project.

6.2

Risk Management in construction projects

One of the key issues for Energinet is to Improve and maintain the maturity levels in risk management of the projects.
Energinet uses the PRINCE2-model for projects and is also ISO55001 certified.
The Risk Management in Energinet is based on the COSO Enterprise Risk Management (ERM).
Framework and risk appetite, risk tolerance and governance are described in Energinet’s risk
policy.
The major part of the projects is handled in Eltransmission by the division - Projects.
Projects is divided in 5 subdivisions:
•

Project Execution

•

Project Support

•

Environment and Geoscience

•

Permits and Rights

•

Project QHS

Each subdivision provides their expertise in relation to the project. Each construction project is
supervised by a Project Manager (PM) that takes on the responsibility of organizing and controlling. The PMs are experienced staff and are continuously undergoing training in risk management. One of the key responsibilities of the PM is to ensure efficient management of risks
according to the PRINCE2 model.
The project's risk strategy follows the standard set out for the enterprise
This includes standards for:
-

Internal risk environment
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-

13/22

Objective setting
Risk identification
Risk assessment
Risk response
Control activities
Information and communication
Monitoring

Besides the general standards, the projects must comply with the specific standards for risk
management in project. This includes:
-

Preparation of a risk strategy to be approved before initiating the project
Performing ongoing risk assessment
Performing risk analysis prior to each phase transition
Facilitating risk workshops
Monthly risk reporting

In relation to risk management in the project, the PM works closely with the Project Risk Manager (PRM).
The PRM is a qualified risk manager, supporting and improving the maturity of the risk management culture across the project with proactivity and strategic understanding. Together with
the PM, the PRM contributes to the project’s steering committee, ensuring a well-documented
and accurate overview of all the risks which the project might encounter – both on a shortterm basis as well as on a long-term basis. The PRM provides general coordination and support
to the projects in accordance to the risk policy and general risk guidelines.
In combination with the overall enterprise risk management in Energinet, the risk management
in Energinet’s projects creates the best preconditions for maximizing the value of riskknowledge and general project management.

6.3

Technical and executional Experience

Project

Budget
(DKK)
255.5m

Commissioning

Incidents/losses

2010

None

Great Belt 400 kV HVDC – combined
on- and offshore project with cable
laying.

1.3bn

2010

Fire in coil.
Loss DKK 5.1m

Little Belt – combined on- and offshore project for cable laying.

400m

2014

None

Skagerrak 4 – offshore cable connection from Denmark to Norway, includ-

3.5bn (1.6bn)

2014

Damage to cable beneath
Aggersund – no insurance
implications as the dam-

Rødsand II – offshore transformer
platform and offshore grid connection
for the Rødsand II Offshore Wind
Farm.
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aged cable could be used
onshore

ing the Danish onshore connection to
grid.

Anchor dropped on cable –
no damage.

Cable repair Anholt offshore wind
farm.

41.4m

2015

Roof on grid building damaged by heavy snow.
Loss app. DKK 0,5m
None

Horns Rev III – offshore transformer
platform and onshore grid connection
for the Horns Rev III Offshore Wind
Farm.

1.4bn

31.12.2016

None

Cavern TO-6 – recompletion.

51.1m

31.05.2017

None

Jutland-Funen Cable – Replacement of
submarine cable and grounding of
aerial lines.

498m

01.10.2018

None

Vejle Ådal – Lines replaced with onshore land cable around Vejle Ådal

221m

30.11.2017

Krieger’s Flak AC – Offshore windfarm
with two Voltage Source Converters
and cable connection from Denmark
to Germany.

3.8bn

Under construction
(01.10.2019)

Damage to cable joints due
to faulty instructions.
Loss app. DKK 12m
None

Krieger’s Flak CGS – combined project
with the German Transmission System
Operator 50Hertz

1,15bn

Under construction
(commissioning and
trial run Q3 2019)

None

Han-Herred Thy-Mors-Salling

843m

Under construction
(01.10.2019)

COBRAcable is an electrical connection between Denmark and the Netherlands – a combined project with the
Dutch TSO, TenneT

4.8bn

Under construction
(01.11.19)

2 incidents resulting in
claims regarding cable.
Loss app. DKK 1.5m
Possible fault involving 12
of the 48 optical fibres.
Loss app. DKK. 60m
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7.

Project Valve test at the Nybro Tee

7.1

Project Specifics – Tie-in Prepatory Work

The Nybro Tee arrangement which is located in Danish territory consists of two valves with no
bleed in between. The tie-in operation will involve diving operations, which requires two independent barriers towards Europipe II. In order to demonstrate the barriers that the FEED concept is feasible prior to project sanction.
A barrier verification campaign was conducted in April 2019. Sandbags as well as large
amounts of rock and sand were removed. They survey revealed a blind flange without needle
valve. At that time it was then decided not to remove the blind plug but discover potential
methods in order for the project to perform the barrier test.
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7.2

Project scope of works

The Tie-in Prepatory Work offshore shall include all work including, but not limited to the use
of vessels and anchoring, diving operations and valve testing.
Scope of work includes one of the following two alternatives:
1) Develop remote tooling for removal of blind plug and installation of valve
•
•
•
•

Remote operation by divers included
EFAT and diver training included
Delivery 8 weeks
Standard IK tapping machine
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2) Develop equipment for diver assisted “mini hot tap” in blind flange to allow installation of valve. (a comparable operation has been performed on Tampen Link project)
•
•

Incl. spring device to dampen possible impact
Should include option to equalise pressure

1

2

3

4

5

6

7
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1.
2.
3.
4.
5.
6.
7.

Install / bolt on clamp and holding rods
Install unit and drill initial 1” 25 mm deep hole
Tap into 25mm hole
Install / Bolt in DBB and a weld swarf cylinder
Install drill unit to complete hole thru the valves/blind
Use bleed port on valve assembly to clean / flush from swarf
Remove drill and bleed off cavity

Both alternatives are considered technical feasible and with an acceptable risk level for the
divers working offshore.
A decision of the chosen method will be available in week 22/23 and the insurers will be informed accordingly.
Upfront barrier testing:
-

Connection and communication test past needle valve
Record pressure in first cavity
Vent to seabed ambient and conduct Pressure Build Up test (PBU – 15 minutes, record any
pressure increase
- Introduce pressure from the DSV downline, lock in and monitor gauge (15 minutes) for any
decay, record any pressure loss
- Function the Outboard valve open, record pressure change confirming valve has opened
- Vent to seabed ambient pressure and conduct extended PBU test on the Inboard valve.
This tests the Inboard valve in the direction of the worksite.
- Following the test on the Inboard valve introduce pressure from the downline and lock in
by closing the Outboard valve. Pressure to be confirmed based on pipeline operating pressure.
- Depressurize the cavity between Outboard valve and flange and conduct an extended PBU
on the Outboard valve. This tests the Outboard valve in the direction of the worksite using
the pressure introduced from the downline
Following these tests both valves have been tested in the direction of the worksite for an extended duration
Please also see the Construction and Tie-in agreement:
Appendix B, Scope of Work: 3.
Additional Scope of Work
7.3

Key Project Risk Objectives

The outboard valve (secondary valve) will be opened and closed again. It will always be possible to close the Needle valve. The Project does not foresee any kind of business interruption
due to this operation.
If the outboard valve cannot be closed as expected, the Project will later on have to conduct a
Hot-tap solution on EPII, which is not included under this insurance.
7.4

Environmental Impact Assessment

Any gas leakage resulting from the operation will not result in any pollution to the environment. The gas will disappear in the water.
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7.5

Unexploded ordnances (UXO)

This is not relevant in respect of the valve test as the works will be conducted on the current
EPII Gas pipe installation.
7.6

Geophysical and geotechnical survey

This is not relevant (see 7.5)
7.7

Overall time schedule

01 AUG 2019 – 31 DEC 2019
The operation will take around 6 days incl. transportation to the site and back, depending on
the weather.
7.8

Budget

The total cost is estimated to be USD 2,300,000 (NOK 20M) for the construction of a bleed
valve at the existing blind flange in order to perform the barrier test. This does not cover any
waiting on weather nor MWS costs.

8.

Appendix
•

Signed Broker of Record Letter

•

Energinet – Risk & Insurance Information

•

Offshore Construction & Liability Insurance Policy

•

Instructions to tenderers (ITT)

•

NDA (Non Disclosure Agreement)

•

After the NDA has been signed the Tenderer will receive the Construction Tie-in
Agreement (CTA) between Energinet and Gassco.
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9.

Exhibit Insurance

The Employer (Energinet) will procure Construction All-risk Insurance of a high international
standard, ensuring that Contractor, subcontractors etc., performing services under the contract, will be additionally insured as described below. This overview will, however, also outline
the Employer's demands to Subcontractors own insurances.

Exhibit Insurance

Type of Risk

Insurance Class
and its overall
Scope of Coverage

Sum Insured

Insuring Party

Contractors
Equipment

All-Risk Insurance:

Replacement Value

CONTRACTOR

As defined by legislation

Each Party for its own Employees.

USD 100,000,000 each
and every occurrence
un aggregated

The Employer for the entire
Project.

Property Insurance covering loss or damage
inflicted to Contractors own equipment/machinery until Taking Over of Contractors
services.
Liability
towards
Employees

Employers Liability Insurance,
Employers Contingent Liability Insurance,
Workman’s Compensation Insurance:
Coverage for claims arising from bodily injury of
various kind suffered by Employees

Liability
towards
Third-Parties

Third party and Contractual Liability Insurance,
Coverage for claims arising from a third-party’s
bodily injury and/or property loss/damage (other
than the Works itself) as a result of an error or
omission attributable to the Insureds work or
according to the Contract conditions
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Type of Risk

Insurance Class
and its overall
Scope of Coverage

Sum Insured

Insuring Party

Automobile Liability Insurance:

As defined by
legislation

Each party for its own vehicles,
and only if applicable.

As defined by legislation and conventions

Each party for its own vessels,
and only if applicable.

As defined by
legislation

Each party for its own aircrafts,
and only if applicable.

Automobile
Coverage for any claim arising from the Insureds
usage of automobiles.

Marine Vessels

Marine Vessel Liability Insurance (P&I):
Coverage for any claim arising from the Insureds
usage of marine vessels incl. specialist operations, e.g. dredging, cable jetting etc.

Aircrafts

Aircrafts Liability Insurance:
Coverage for any claim arising from the Insureds
usage of Aircraft.

End of document
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