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Expect Surcharges on Your Policy for L.A. Fires

EVEN IF you have a business or a home that was not affected by the recent wildfires in 
Los Angeles, you will likely see a surcharge to help pay for them on your next property 
insurance policy renewal.

The state-run California FAIR Plan, which is the market of last resort when policyholders 
are unable to find coverage from private carriers, expects its total loss from the Palisades and 
Eaton fires to come in at $4 billion.

Under its charter and state law, if it exhausts its funds, the plan can surcharge all 
commercial property and homeowner’s insurers in the state after approval from the state 
insurance commissioner.

Commissioner Ricardo Lara approved the Fair Plan’s request in early February to surcharge 
insurers a total of $1 billion, which will be assessed depending on each insurer’s market 
share. Under state law, those carriers are allowed to pass half of their assessment on to their 
policyholders in the state. It’s unclear how much each policy will be surcharged, but the fee will 
partly be based on the size of each policyholder’s annual premium.

Without the assessment, the FAIR Plan would run out of funds by the end of March and be 
unable to pay all of the claims from the fires, as well as claims from unrelated or future events 
and operating expenses, including the cost of increasing staff to respond to the disaster. 

 
The state of play
The L.A. fires are one of the costliest natural disasters in the history of the country. 

Consulting firm Milliman estimates that the wildfires will cost $23 billion to $39 billion in 
insured losses.

As of Feb. 11, the Fair Plan had paid out about $800 million in claims, leaving it with about 
$1.2 billion in cash on hand.

It has also tapped reinsurance, which is basically insurance for insurance companies. It 
has multiple layers of reinsurance, but it cannot access all of them until it spends more of its 

funds on claims. It now has access to the first 
tranche of coverage worth $350 million after 
it met its $900 million deductible.

The FAIR Plan can access additional layers 
of reinsurance based on the claims incurred 
and outstanding reserves, up to a $5.78 
billion limit. To access all layers of available 
reinsurance, the plan would have to pay out 
about $3.5 billion, including the $900 million 
deductible, and copays. That’s more than its 
cash on hand.

After accounting for its reinsurance 
package, the FAIR Plan expects to pay out 
$2.3 billion of the remaining $3.1 billion 
reserved for unpaid losses from the fires. 

 
How it will affect your policy
To help the plan cover the $1 billion 

shortfall, it will surcharge each property 
insurer in the state based on their market 
share two years prior to the assessment. 

The surcharge will likely be added during 
your next policy renewal. v

Property Insurance



Wildfire Fallout

Property Insurance Won’t Cover Landslides 

BUSINESSES AND homes located in areas that have been hit 
by wildfires have another risk they face after the fires subside: 
flooding, landslides, debris and mudflows. These events 

are not covered by a standard business property or homeowner’s 
insurance policy.

Areas affected by wildfires have a significantly increased risk 
of landslides, mudslides and mudflows due to the destruction of 
vegetation, which leaves the soil susceptible to erosion during times 
of heavy rainfall. 

Even a moderate amount of rain can trigger them in recently burned 
areas, particularly on steep slopes. 

Business owners and homeowners whose properties survived the 
recent L.A. fires need to reassess their insurance coverage as their 
property policies won’t cover damage from these events. If they don’t, 
they would have to pay for repairs or rebuilding out of pocket should a 
landslide or mudflow occur.

 
The rationale for non-coverage
A landslide covers a wide range of ground movements, such as rock 

falls, deep failure of slopes and shallow debris flows. Typically, these 
movements are triggered by factors like heavy rainfall, earthquake or 
changes in groundwater which destabilize the slope integrity.

A landslide is considered an “earth movement” event so, like an 
earthquake, coverage is excluded from standard homeowner’s and 
business property policies.

There are also mudflows, or mudslides, which are like a river of 
liquid mud flowing down a hillside, usually because of a loss of brush 
cover (typically from a fire) and subsequent heavy rains.

These events are considered as floods, which commercial property 
or homeowner’s policies won’t cover.

The takeaway
If you are concerned that your property could be in danger of these 

events, call us to review your insurance options. Also consider:
Conducting a risk assessment: Evaluate your property’s 

vulnerability to mudslides, landslides or mudflows, particularly if it 
is located near slopes or areas with loose, wet soil and is prone to 
heavy rains.

Taking preventive measures: You can mitigate the risk of these 
events by implementing  landscaping and architectural designs that 
help stabilize the ground and manage excess water.

Reviewing your coverage options: Call us to review your current 
homeowner’s insurance or business property policy to assess your 
coverage. That, combined with your risk assessment, can help us 
determine if you may need either a differences in conditions policy or 
flood insurance. v

In order for these events to be covered by insurance, a property 
owner would have to secure specialized coverage depending on the 
potential risk.
Differences in conditions coverage – To cover damage from 
landslides, you would need a “differences in conditions” policy. These 
policies cover damage that a standard property policy will not, like 
earthquakes and landslides. Each policy will name the perils it covers.
Please note that if you have earthquake coverage, it will not cover 
damage from a landslide or mudslide.
Flood insurance – If you feel your property is more prone to flooding 
or mudflows as a result of a degraded landscape after a wildfire, you 
can secure flood insurance, which is available from the National Flood 
Insurance Program and some private insurers.

Coverage options
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Had an Accident? Put Your Smartphone to Use

T AKING PICTURES after a car accident can be crucial for your 
insurance claim. They can provide irrefutable evidence of 
the damage, injuries and surrounding conditions, helping 

to establish fault and support your compensation claim. 
This is especially important after an incident that results in serious 

damage and/or injuries, which can lead to legal action. 
Attorneys rely heavily on photographic evidence to build a compelling 

case. Pictures allow them to illustrate the circumstances of the accident 
to insurance adjusters, opposing counsel, and, if necessary, a jury. 

Photos of the crash scene, injuries and vehicle damage can directly 
counter attempts to downplay your claims or shift fault.

Thanks to smartphones, almost everyone has a camera with them 
at all times. 

If you are in an accident, you should put it to good use. Many insurance 
companies also have downloadable apps that let you take pictures and 
report the claim in real time.

Why it’s important to take pictures 
Documentation of damage: Photos can demonstrate the extent 

of damage to vehicles and property, which helps your insurer assess 
the claim. 

Capturing the scene: Photos of the overall scene, wreckage area, 
and pertinent hardware should be taken prior to any adjustments to the 
scene of the accident. 

Evidence of injuries: Pictures of visible injuries can help substantiate 
your claim and demonstrate the severity of your injuries. 

Establishing fault: Photos of skid marks, traffic signs and the 

surrounding area can help establish how the accident occurred and 
who might be at fault. 

Supporting your claim: Photos can provide concrete evidence 
that the accident occurred as you described it, making it harder for the 
insurance company to deny or minimize your claim. 

Protecting your rights: In the event of a dispute, photos can serve 
as strong evidence to support your case and protect your rights during 
the insurance claim process or in court.

Expediting the claim process: Having clear and comprehensive 
photos can help speed up the claim process and potentially lead to a 
faster resolution. v

Auto Insurance 

Plan to tell a story with your pictures, starting with a wide shot 
and gradually moving in for closer details. Try to take pictures of:
•	 Your car, and the damage it sustained.
•	 The other cars involved in the accident, and the damage they 

sustained.
•	 Any skid marks.
•	 Any vehicle parts, shattered glass or other debris that may 

have fallen onto the road.
•	 The accident site (i.e., the intersection, parking lot or other 

location), as well as the environment/weather conditions, 
traffic signs.

•	 Any visible bodily injuries to you, passengers and other 
parties (if feasible and consented to, of course).

Capturing crash details – a checklist
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H OMEOWNERS ARE increasingly turning to smart technology 
to improve safety and security, reduce the risk of damage 
and help them qualify for homeowner’s insurance discounts.

Many insurance companies reward homeowners who install devices 
that reduce the risk of fire, theft or water damage. Depending on the 
technology, you could qualify for discounts ranging from 2% to 20%. 
Here’s a look at the top smart technologies for improving home safety 
and qualifying for insurance discounts.

 
Full home security systems: Up to 15% off
Comprehensive home security systems offer the biggest bang for 

your buck. These setups typically include contact sensors, cameras, 
motion detectors and alarm panels. Systems from brands like Abode, 
SimpliSafe and Vivint provide all-in-one protection and often integrate 
with third-party devices like leak or smoke detectors.

Insurers see these systems as a major risk reducer, and many offer 
discounts of 5% to 15% — or even more if professional monitoring is 
included. To qualify, insurers may require that sensors be installed on 
all entry points and systems meet certain specifications, so be sure 
to check your provider’s fine print.

 
Security cameras and video doorbells: 2% to 5% off
A single outdoor camera or video doorbell — especially one with 

motion detection, HD recording and smartphone alerts — can earn 
you a small discount.

These devices can deter thieves, help document incidents and 
act as a first line of defense against property damage. Connecting 
via your home Wi-Fi Smart doorbells allow you to interact with 
someone at your front door even if you’re not home by using an 
app on your phone. And the best part is that you see them, but they 
don’t see you.

Smart locks: 2% to 5% off
Forgot to lock the door? Smart locks can solve that by letting you 

use a smartphone app to control access remotely, create temporary 
passcodes for guests and avoid the risks of lost keys.

Insurance companies may offer modest discounts for homes 
with smart deadbolts or keypad locks, particularly if installed on all 
external doors.

 
Leak detectors: 2% to 5% off
Water damage is one of the most common and costliest insurance 

claims. Smart leak detectors — like those from Flo by Moen, Honeywell 
or Phyn — can alert you at the first sign of leakage and even shut off 
the water supply automatically. 

You simply place sensors in high-risk areas like under your 
dishwasher, under sinks and behind your fridge; if they detect liquid, 
you’ll be alerted on an app.

Other devices detect water running in pipes when it should not 
be. Some systems can be paired with a water shut-off valve in case 
a leak is detected.

Smart thermostats, garage door openers: 2%-5% off
Smart thermostats can reduce risks of frozen pipes by maintaining 

safe indoor temperatures during cold spells. 
Likewise, smart garage door openers alert you if the door is left 

open, helping prevent theft. The app will allow you to shut the door 
remotely, wherever you are.

How to claim your discount
To make sure you get the insurance savings you deserve:
•	 Call us to confirm which devices qualify for discounts.
•	 Inquire about bundling discounts for multiple smart devices.
•	 Ask whether professional installation is required.
•	 Provide documentation once devices are installed. v
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