Redefining the Wildfire Problem






Making our homes ignition resistant means...
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Commonly communities burn by fire spreading
through residential fuels — the vegetation and
structures within the community.

Homes ignite and burn hours after significant
wildfire activity has ceased at the community edge.

The community continues to burn without the
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39 million properties are

significantly overvalued due
to artificially suppressed
home insurance costs
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Brooklyn (NY) — Tocay First Street Snundation has 2lzased a report, 2ntitled *7 he 9th National Risk
Asgacamart: The Climate Insurance Buhala” = -';"I antinn the coantrisuman af ard srprced inaurance
driven hy regulatan and camaoundsed by climata change In The réal-astatae marker. ACrnss e Lnitacs
Slates, 32 million groperlies gre ol high risk of flooding, wildfires, arnd hurricang wines woich have yel lo

Le rellecied in the insurance premivins thay pay

Amonag those at rlzk, 12 millan praperties have sigalfican: f oad risk awutslde of the public fac ng FEMA
ticod zones, 239 millien proaertias are In Araas wih 8 high kel hood ot dastnictive 3 second wine qusis
and 4.4 milicon proverlies are cenceniraled in 2ip coces where wildlire risk i s¢ greal hal an averayge o
al leash 10 shrucivres are axpecled e burn down every year All of lhese properlies are in adgilion ¢ the

€75 mil ion propeties ol nave such great nisk that no irsurance company will provide (heae cove age

driving them to the state run nsurer of last resort




Example Impact of Increased Cost

Repricing after Repricing for
insurance estimated future
Current adjustment 2023 insurance risk
Annual rent $21,000 $21,000 $21,000
Homeowners Insurance -$1,436 -$3,200 $5,426
Other building costs -$4,734 -$4,734 $4,734
Net Operating Income oA A v DA
=S ) $14,830 $13,066 $10,840
(NOI)
Cap rate 5% 5% &%
Property Value Tl 261 32
S : §296,600 $261,320 $180,667
(NOl/cap rate)
Difference -$35,280(-11.9%) -$115,933(-39.1%)

Table 10. Example of increased cost of home ownership’s impact on property values due to insurance
rates in CA




Excluding the effects of reinsurance or other recoveries, Milliman estimates that the 2017 wildfire
season alone wiped out just over 10 years of underwriting profits for California homeowners
insurers, and that the combined 2017 and 2018 wildfire seasons wiped out about twice the
combined underwriting profits for the past 26 years, leaving the insurance industry with an
aggregate underwriting loss of over $10 billion for the California homeowners line of business
since 1291 (see Fig. 1).

Figure 1: California homeowner estimated industry profits since 1991

1991.2016 Average annual profit: $390 million
1991-2016 Cumulative profits: $10.2 billion

- = - =

Loss for 2017 and 2018 combined equals $20 billion.
The industry has been unprofitable since the last major fire.

Source: Milliman Estimates, based on P&C Combired ndustry Annual Statement data from SNL and data from the California
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