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Whether you believe that humans are 
responsible for global warming or whether 
you think that the whole climate change 
thing is just a big hoax, the plain fact 
remains that using alternative energy 
sources makes more sense if it can be 
made more affordable. And like it or 
not, conserving energy and reducing our 
dependence on foreign oil, over time, will 
have a growing impact on how we build 
our homes, how we drive our cars, and 
how we insure them both. 

Insurance companies have been paying 
attention to the green revolution, and 
some of them are now starting to offer 
innovative coverages and discounts for the 
energy-conscious customer. Here are some 
examples and some considerations when 
shopping for “greener” insurance.

Eco-Friendly Homeowners – Some insurance companies 
are now offering discounts for installing solar panels or a 
geothermal heat pump system. Donegal Insurance Group, 
which is the first to offer such discounts in PA, offers a 5% 
discount off their basic premium for homes that use solar 
energy, from a photovoltaic or “PV” system, to generate 
electricity for use in your home or to generate energy used 
for heating your home. Another 5% discount applies to 
homes with a geothermal heat pump that meets Energy-
Star program requirements.

Travelers Insurance and Fireman’s Fund have also filed 
and received approval for a “green” homeowners’ discount 
in Pennsylvania. Their discount is based on having 
the U.S. Green Building Council’s Leadership in Energy 
and Environmental Design (LEED) certification. LEED 
certification requires an extensive review of all building 
systems to ensure efficient operation. 

Although we may not yet have enough data to 
show a direct correlation between being energy or 
environmentally conscious and having fewer claims, it 
appears that these insurance companies are betting on the 
theory that policyholders who are willing to invest in these 
new technologies are likely to be more conscientious when 
it comes to caring for and maintaining their homes.

Going Green the Next Time Around – A handful of 
insurance companies are also offering an additional 
coverage for homeowners to replace damaged property 
with more eco-friendly materials. Farmers Insurance calls 
their endorsement “Eco-Rebuild” and Fireman’s Fund 
calls theirs “Green Upgrade.” The cost of these additional 
coverages can range from $25 to $100 per year, and in 

the event of a covered loss, they allow homeowners to 
replace their old power-hungry appliances with Energy-
Star devices and to recycle much of the debris, rather than 
sending the destroyed materials right to the landfill.

Be Conscious Of Additional Green Costs – If you already 
have some of these types of improvements in your home, 
pay close attention to the costs to replace them. Eco-
friendly improvements can be easily overlooked if you’re 
using a simplified square footage type of calculation of 
reconstruction costs. Homeowners who have either built 
their home with these types of “green upgrades” or who 
have made such improvements to their existing home 
should be careful to take these extra costs into account 
when calculating how much they add to the cost to 
rebuild. 

Green Auto Policies – Different companies have taken 
varying approaches to how they’re going to price 
insurance coverage on hybrid vehicles. Some have chosen 
to charge higher rates due to the cost of replacing 
expensive components, such as the nickel-metal-hydride 
batteries that provide some of the power in a hybrid. 
Other insurance companies have responded with 
discounts of up to 10% off the normal rates for coverage 
on a hybrid vehicle.

Some companies want to match their product to their 
corporate philosophy (which may be environmentally 
conscious). Others believe a customer is exhibiting greater 
responsibility by owning a hybrid and feel this will 
translate into more responsible driving habits. In addition, 
hybrid owners tend to drive fewer miles than other 
motorists. 

Of course, just as with homeowners, these theories for 
“green” drivers are far too young to be tested and verified. 
Many of these pricing models are being done strictly 
by “gut instinct” at this point; getting these discounts 
approved by a state insurance department is much easier 
than justifying an increase. Therefore, these discounts 
and pricing postures may change over time once the 
experience has a chance to build.

The bottom line is…it’s to your advantage to deal with 
an independent agent who has access to many, many 
different insurance carriers. If there is an insurance 
company out there better suited to your unique situation 
(like going “green”), you want to be dealing with an 
agent who can switch you to that company while still 
maintaining a great relationship with the agent and service 
staff you know and trust. If you have a “green” home or 
auto, you’ll want to check to make sure you’re not being 
treated like green eggs and ham! s

Even Insurance Is Going Green
And It May Save You Some Money  By William Ross, Jr. CPCU, CIC

Bill is a Chartered Property 
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insurance of all types. You 
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rossinsuranceagency.com or 
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