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Winter Service Ltd is responsible for winter service 
and road clearance in Scotland and northern UK. 
From October until the end of April their cost is 
highly  dependent on the number of frost days in the 
area they  are covering. They have found a correla-
tion of over 90% between the winter service costs 
and the number of frost days. 

Winter Service Ltd analyses as follows:

�?Risk period: October 1st - April 30th 
�?Frost Day: < 2°C daily minimum temperature
�?Average frost days during the period: 80 days
�?Cost per Frost Day: GBP 10��000 The graph shows the variation in service cost 

given the amount of frost days during the period.

(Service cost in Thousands)

Example: W inter Service WITH �����������������!����������������� ���'����� ����

Winter Service Ltd is concerned about the fact that  
excessive frost days leads to cost overruns and 
cuts a hole in its  earnings. Given the climate vari-
ability in recent years, this is not a risk they want to 
take.
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Frost  Day  - pays a �4�6�*���)�*�@�2�*�) amount for 
every day  that daily  minimum temperature 
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�� Weather station: Aberdeen
�� Cover period: October 1st - April 30th
�� Threshold: < 2°C 
�� Strike (Deductible): 80 Frost Days 
�� Payout per Frost Day: GBP 10'000
�� Maximum Payout: GBP 1��000��000
�� Premium: GBP 60��000

The graph shows the variation in extra cost given the 
amount of Frost Days. Cost are increased by  the 
premium and decreased by the payout (green).
(Service cost in Thousands)

Unprotected: Average case: 800k, Worst case 1.8m
Protected: Average case: 860k Worst case 860k
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