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Abstract:  California Reinsurance Authority 

The insurance sector in the State of California is addressing one of the most challenging periods 
in recent history. From discussions with professionals within the industry, we believe one of the 
headwinds contributing to constraints within the insurance marketplace is the inability to 
adequately address certain risks, including catastrophic risk from a range of perils, such as 
wildfire.  Risk transfer programs for both the voluntary and residual market carriers have relied 
on traditional reinsurance policies and ILS offerings to address a portion of the risk within the 
policies they write.  The market for these risk transfer opportunities can be volatile on a year-by-
year basis, for both market capacity and cost.  Implementing a state-created reinsurance 
authority could help stabilize the homeowner’s insurance market by ensuring all carriers in the 
State (including the FAIR Plan) would have access to a solution that addresses exposure to 
catastrophic perils.  A public sector, state-managed reinsurance authority would complement 
what is currently done in traditional markets, by adding capacity and creating competition for 
risk transfer solutions.  Precedent exists elsewhere for a similar solution addressing insurance 
challenges. Funded from reinsurance premiums and with assessment authority for unfunded 
loses, this entity could be developed to help stabilize the California insurance market while 
insulating the financial health of the State of California from any potential losses, isolating those 
to the newly created California Reinsurance Authority.    
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