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Madame Chair and Members, John Norwood representing the Independent 
Insurance Agents and brokers of California. Thank you for opportunity to offer 
comments on this important issue.  
 
The insurance marketplace consists of at least three delivery system. Independent 
agents and brokers who represent multiple insurers and can shop the entire 
market for coverage, Captive agents that represent one insurer such as State 
Farm or Allstate, and insurers who sell products through their employee agents.  
 
IIABCal supported the clearinghouse bill in 2020 because we believed it could 
provide another market for our brokers. In addition, the bill took the same 
approach adopted by other states to ensure that new offers of coverage would 
dovetail with other insurance coverage held by the homeowner and the consent 
of the insured would be obtained through the agents or broker that advised the 
homeowner. 
 
At that time, I do not believe anybody felt that the Clearinghouse program would 
be the Silver Bullet for depopulation of the Plan, just another tool that could assist 
with this goal.   
 
However, five years ago, I do not think any envisioned the FAIR Plan become as 
large as it is today. It’s the Elephant in the Room. You cannot have a real 
conversation about a return to a conventional insurance market in California 
without depopulation of the FAIR Plan. 
 
In that same vain, you cannot ask why the Clearinghouse program is not working 
when we have not dealt with the key factors in the insurance marketplace that 
are needed before depopulation can occur.  
 



 
In reviewing the bill analyses and other background material that led to the 
enactment of the clearinghouse bill, the goal was to provide a platform for 
agents, brokers and insurers to work together to move policies from the FAIR 
Plan to the voluntary/private admitted market.  
 
Based on materials and testimony provided to this committee for the last couple 
of informational hearings, 2 things must happen for Depopulation of the FAIR 
Plan to work and for the Clearinghouse program to be a participant in that 
effort.  
 

1. There must be an open and functioning admitted market for HO insurance 
in the private sector. 

 

2.  The FAIR Plan’s must have approved rates that make them the market of 
last resort, not the market leader for HO insurance.  

 
Neither are the case today.  
 
 
Just a couple weeks ago the Insurance Commissioner testified that just 5 of the 
118 insurers licensed to write homeowner’s insurance have had new rates 
approved by his department and roughly 10 more insurers are in the que. The 
Commissioner further indicated he felt it would take 2-5 years for the market to 
return to normal.  
 
Our association recently conducted a poll of our members that confirmed that 
there has been little change in availability admitted insurers opening to write 
homeowners insurance in fire prone areas. 76% of our member report that that 
they are not seeing insurers reopen for business in the distressed areas. 90% of 



 
our members report they still relay on the Fair plan for about 25% of their books 
of business.  
 
The exception is non-admitted insurers. Non-admitted insurers are available to 
write many of these risks because they can charge premiums they believe reflect 
the risk they are being asked to assume. Our members tell us when they obtain an 
offer from a non-admitted insurers to place coverage, often, the client is not 
willing to pay more than what they are paying in the FAIR Plan.  
 
As you heard from the FAIR Plan earlier this year, the rates the Plan is charging 
are inadequate. That is clear when you look at the rates the FAIR Plan has 
requested, versus the rate approval they have received. BY the Plan’s own 
testimony, they need an 80% rate increase to have actuarially sound rates.   
 
So, this is the situation.  FAIR Plan rates are here, and the non-admitted insurers 
rates are here.  
 
Homeowners are making a pocketbook decision to stay in the FAIR Plan. Add to 
that many consumers mistakenly believe that when the admitted market insurers 
get through the rate review process and begin actively writing HO insurance 
again, their rates will be below the FAIR Plan and the Plan will go back to being 
the market of last resort.   
 
The reality based on the FAIR Plan’s rate filings, what non-admitted insurers are 
charging and what homeowners are paying in the other 6 catastrophic risk states, 
is that the new rates charged by admitted insurers will be closer to those being 
charged now by non-admitted insurers.  
 
Given these circumstances we do not believe there is much, if anything, that is 
going to alter the consumer’s decision to stay in the FAIR Plan for near future. Nor 
do we believe that imposing mandates to try to force homeowners out of the 
FAIR Plan are politically viable.  
______________________________________________ 
 



 
Our member survey indicates some hope for a better market. Non renewals have 
slowed substantially. Reinsurance costs have softened worldwide. Our members 
are seeing some appetite for growth among a few carriers.  
 
Thanks to the Insurance Commissioner California is now in line with all other 
states allowing insurers to utilize rating factors such as the cost of reinsurance 
and catastrophic modeling and insurers are getting through the rate approval 
process. 
 
With that in mind do see some things that could be considered going forward to 
help depopulate the FAIR Plan whether it is through the clearinghouse or 
otherwise.  

1. Improve Transparency and Efficiency for Voluntary Market Outreach 
The FAIR Plan could publish aggregated data identifying brokers with the 
largest number of clients in the Plan by zip code or geographic area. 
Insurers seeking to expand their market share could then market to those 
brokers.  This would be particularly helpful for the non-admitted market 
because they write though wholesalers who, in turn, get their business 
from retail agents and brokers.  

2. Establish a Time-Limited FAIR Plan Placement- Florida Approach If private 
coverage is available within a defined premium corridor—for example, 
within 10%- 20% of FAIR Plan pricing—a homeowner would not be eligible 
for renewal in the FAIR Plan. This would preserve the Plan’s residual 
function while preventing indefinite below-market retention. 

3. Require Rewriting of Previously Non-Renewed Business 
 

 Under the Sustainable Insurance Strategy insurers are required to write 85% of 
new business in distressed areas.  Carriers should be encouraged to first offer 
coverage to policyholders they previously non-renewed. 
 
In most cases that insurer is writing the DIC policy for the insured and may also be 
writing the auto and umbrella policy.  
 
Already maintain the customer relationship and have an agent in place. 



 
 
Already possess property data, 

 

Given that a relatively small number of large insurers control most of the 
residential market, even partial rewriting of prior books could materially reduce 
FAIR Plan enrollment. 
 
 
In conclusion, we do not believe that Depopulation cannot be mandated into 
existence. We must fix the underlying system.  
 
Thank you. 


