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Date of Notice:  Monday, April 16, 2012 
 
 
 

 PUBLIC NOTICE  
 

A PUBLIC MEETING OF THE GOVERNING BOARD 
OF THE CALIFORNIA EARTHQUAKE AUTHORITY 

 
 
 NOTICE IS HEREBY GIVEN that the Governing Board of the California Earthquake 
Authority (“CEA”) will meet in Sacramento, California.  Pursuant to California Insurance Code 
§10089.7, subdivision (j), the Bagley-Keene Open Meeting Act applies generally to meetings of the 
Board, and the meeting is open to the public—public participation, comments, and questions will 
be welcome for each agenda item.  All items are appropriate for action if the Governing Board 
wishes to take action.  Agenda items may be taken out of order. 
 
 
LOCATION:  CalSTRS Headquarters Building  
  Boardroom – Lobby, E-124 
  100 Waterfront Place 
  West Sacramento, California   
 
DATE:  Thursday, April 26, 2012 
 
TIME:  1:00 p.m.   
 
 
 
AGENDA: 
 
1. Call to order and member roll call: 

 

 Governor 
 Treasurer 
 Insurance Commissioner 
 Speaker of the Assembly 
 Chair of the Senate Rules Committee 
 

Establishment of a quorum 
 

  
 
2. Consideration and approval of the minutes of the February 23, 2012, and March 26, 2012 

(including April 10, 2012, continued session), Governing Board meetings. 

This CEA Governing Board meeting will be 
broadcast live on the Internet.  Please 
wait until the official start time of the 
meeting before clicking on either icon: 
 

                  
     Audio       Video (with audio) 
 
If you are unable to log into the meeting 
please call the CEA directly at (916) 325-
3800 for further assistance. 
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3. Executive report by Chief Executive Officer Glenn Pomeroy; assisted by CEA executive staff, 

Mr. Pomeroy’s report will include an update for the Board on federal and state legislative 
activities of interest to the CEA. 

 
4. Chief Financial Officer Tim Richison will present a financial report. 

 
5. Mr. Richison will present and seek Board approval of a proposed reinsurance contract for the 

CEA risk-transfer program for 2012; Mr. Richison will also seek Board approval for prospective, 
additional transformer reinsurance contracts in 2012.   

 
6. Chief Communications Officer Chris Nance will provide the Board with an update on the CEA’s 

Marketing Value Program (MVP).   
 

7. Chief Mitigation Officer Janiele Maffei will provide the Board with an update on the CEA’s 
mitigation programming, including CEA’s participation in the California Residential Mitigation 
Program (CRMP). 
 

8. Chief Actuary Shawna Ackerman will seek Governing Board approval of a licensing agreement 
with EQECAT, Inc., for in-house use by CEA of EQECAT’s earthquake-loss-modeling software. 

 
9. The Board will meet in closed session to discuss personnel matters and litigation matters, as 

permitted by California Government Code section 11126, subdivisions (a) and (e), respectively. 
 

10. Public comment on items that do not appear on this agenda and public requests that those 
matters be placed on a future agenda. 

 
11. Adjournment.  

 
 

For further information about this notice or its contents: 
 
 
General Information:     
Susan Pitton 
(916) 325-3800     
Toll free (877) 797-4300  

     

Media Contact:  
Chris Nance 
Chief Communications Officer 
(916) 325-3827 (Direct) 
nancec@calquake.com 
 
 
 
 
 
 
 

California Earthquake Authority 
801 K Street, Suite 1000 
Sacramento, CA  95814-3518  
Toll free (877) 797-4300 
 

mailto:nancec@calquake.com�
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To view this notice on the CEA Web site or to learn more about the CEA, please visit 
www.EarthquakeAuthority.com  

 
*** 

Persons with disabilities may request special accommodations at this or any future 
Governing Board meeting or may request the accommodation necessary to receive 
agendas or materials the CEA prepares for its Board meetings.   
 
Please contact Susan Pitton by telephone, toll free, at (877) 797-4300 or by email at 
pittons@calquake.com.  We would appreciate hearing from you at least five days 
before the meeting date to best allow us to meet your needs. 

*** 

http://www.earthquakeauthority.com/�
mailto:pittons@calquake.com�


 

 

Draft Meeting Minutes are not available.  

 

Please see CEA Governing Board Meeting 

Approved Minutes. 
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AGENDA ITEM 3:  Executive Report by Chief Executive Officer Glenn Pomeroy 

Governing Board Memorandum 
 
 
April 26, 2012 
 
Agenda Item 3: Executive Report by Chief Executive Officer Glenn Pomeroy  
 
Recommended Action: No action required – information only 
 
 
Chief Executive Officer Glenn Pomeroy will present his Executive Report to the Board; assisted 
by CEA executive staff, Mr. Pomeroy will update the Board on federal and state legislative 
activities of interest to the CEA. 



 
 
 
 

 
 

 
 
 

   
 

 
 
 

FINANCIAL 
REPORT 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

GOVERNING BOARD MEETING 
THURSDAY, April 26, 2012 

1:00 P.M. 
 



Capital as of February 29, 2012

Cash & Investments (includes capital contributions and premiums) 4,561,628,411$           *

  

Interest & Securities Receivable 12,306,443

Premium Receivable 41,732,102

Risk Capital Surcharge & Capital Contributions Receivable 13,848,000

Other Cash‐Related Assets 18,087

Investments from Revenue Bond Proceeds (316,864,840)

Debt Service (Interest, Principal & Debt Service (Min. Bal.)) (27,982,749)

Unearned Premium Collected (212,781,657)

Accrued Reinsurance premium Expense (1,720,574)

Accounts Payable & Accrued Expenses (1,458,344)

CEA Available Capital 4,068,724,879$          

   * Does not include Earthquake Loss Mitigation Fund cash and investments of  $23,976,550

California Earthquake Authority
Available Capital Report
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California Earthquake Authority
Claim‐paying Capacity
as of February 29, 2012

Risk Transfer 
$3,005M

Revenue Bonds $317M

Post Earthquake Industry Assessment ("New IAL") 
$804M

Post Earthquake Industry Assessment ("2nd IAL") 
$1,558M

Page 2a

CEA Available Capital* 
$4,069M

Total Capacity $9,753M



California Earthquake Authority
Claim‐paying Capacity
as of April 1, 2012

Risk Transfer 
$3,056M

Revenue Bonds $317M

Post Earthquake Industry Assessment ("New IAL") 
$500M

Post Earthquake Industry Assessment ("2nd IAL") 
$1,558M
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CEA Available Capital* 
$4,090M

Total Capacity $9,521M

* Projected



California Earthquake Authority

2012 Risk‐Transfer Program

Traditional Reinsurance Contracts Contract Period Reinsurance Limit 

12‐Month 

Rate‐on‐Line 

12‐Month 

Premium

Contract A January 1, 2012 ‐ December 31, 2012  655,220,000             7.00% 45,865,400         

Contract A1 January 1, 2012 ‐ December 31, 2012  400,000,000             7.30% 29,200,000         

Contract A2 January 1, 2012 ‐ December 31, 2012  200,000,000             7.15% 14,300,000         

Contract A3 January 1, 2012 ‐ December 31, 2012  250,000,000             7.20% 18,000,000         

Contract 3 January 1, 2011 ‐ March 31, 2012  500,000,000             6.20% 31,000,000         

Contract 4 January 1, 2011 ‐ March 31, 2012  650,000,000             5.50% 35,750,000         

Contract 4a April  1, 2011 ‐ March 31, 2012  50,000,000               5.50% 2,750,000            

2,705,220,000        

Contract B April  1, 2012 ‐ March 31, 2013 1,251,464,950         6.20% 77,590,827         

2,756,684,950       

Total Traditional Reinsurance January 1, 2012 ‐ March 31, 2012

Total Traditional Reinsurance April  1, 2012 ‐ December 31, 2012

Transformer Reinsurance Contracts Contract Period Reinsurance Limit 

12‐Month 

Rate‐on‐Line 

12‐Month 

Premium

Contract 1 August 2, 2011 – August 1, 2014 150,000,000             7.78% 11,670,000         

p

Contract 2 February 7, 2012 – February 6, 2015 150,000,000             8.39% 12,585,000         

300,000,000            Total Transformer Reinsurance

Page 3



Assets
Cash and investments:

Cash and cash equivalents 376,917,900
Restricted cash & equivalents 51,960,623
Restricted investments 316,865,095
Investments 3,839,861,343

Total cash and investments 4,585,604,961       

Premiums receivable, net of allowance for 
doubtful accounts of $10,561,115 41,732,102

Capital contributions receivable 13,848,000
Risk capital surcharge receivable -
Interest receivable 12,306,443
Securities receivable -                         
Prepaid reinsurance premium 15,138,783            
Transformer reinsurance premum deposit 10,432,787            
Prepaid transformer maintenance premium 5,654,376              
Equipment, net 471,294
Deferred policy acquisition costs 39,247,242
Other assets 18 087

California Earthquake Authority

Balance Sheet

As of February 29, 2012

Other assets 18,087

Total assets 4,724,454,075$     

Unearned premiums 292,235,609$         
Accounts payable and accrued expenses 1,458,344
Accrued reinsurance premium expense 1,720,574              
Claim and claim expense reserves -                             
Securities payable -                             
Revenue bond payable 157,500,000
Revenue bond interest payable 1,619,363

Total liabilities 454,533,890          

Net assets:
Restricted, expendable 211,213,002
Unrestricted* 4,058,707,183

Total net assets 4,269,920,185       

Total liabilities and net assets 4,724,454,075$     

* Includes Cumulative Participating Insurer Contributed Capital of $777,384,796

and State of California Contributed Capital of $170,987,261

Liabilities and Net Assets

Page 4



Underwriting income:
Premiums written 82,433,341$             
Less premiums ceded - reinsurance (33,112,607)
Less risk capital surcharge -

Net premiums written 49,320,734              

Change in unearned premiums 17,663,723

Net unearned premiums 17,663,723              

Net premiums earned 66,984,457              

Expenses:
Claim and claims expense 246                          
Participating Insurer commissions 10,012,477              
Participating Insurer operating costs 3,162,623                
Reinsurance broker commissions 800,000                   
Pro forma premium taxes 1,937,184                
Financing expenses, net 1,039,524               

California Earthquake Authority

For the Year‐to‐Date Ended February 29, 2012

Statement of Revenues, Expenses and Changes in Net Assets

g p , , ,
Earthquake Loss Mitigation Fund expenses 50,782                     
Other underwriting expenses 1,470,347

Total expenses 18,473,183              

Underwriting profit 48,511,274

Net investment income (1,134,232)
Other income 70,556
Participating Insurer Contributed Capital -
State of California premium tax contribution 1,937,184

Increase in net assets 49,384,782              

Net assets, beginning of year 4,220,535,403
Net assets, end of year 4,269,920,185$       
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(a) (b) (d) (e) (f) (g)

(c) (d=a+b+c) (f=d‐e) (g=e/d)

Augmented & Adjusted

2012 Budget after ActualApproved Budget (d) vs. Percentage used of 

Approved   Adjustments Augmentations  Augmentations  Expenditures Actual Expenses (e)Augmented & Adjusted 

2012 Budget thru 2/29/2012 thru 2/29/2012 and Adjustments as of 2/29/12 at 2/29/12 Approved 2012 Budget 

Salaries & Benefits 8,015,623$                  ‐                                        8,015,623$                              1,248,957$                      6,766,666$                      15.58%

Rent 635,593                        ‐                                        ‐                                        635,593$                                 116,745                           518,848                           18.37%

Travel 335,402                        ‐                                        335,402$                                 32,953                             302,449                           9.82%

‐                                       

Non‐paid Consultant Travel 8,066                            ‐                                        ‐                                        8,066$                                     376                                   7,690                                4.66%

Telecommunications 232,707                        ‐                                        ‐                                        232,707$                                 7,731                                224,976                           3.32%

Training 161,668                        ‐                                        ‐                                        161,668$                                 37,904                             123,764                           23.45%

‐                                       

Insurance 143,078                        ‐                                        ‐                                        143,078$                                 ‐                                        143,078                           0.00%

Board/Panel Services 19,781                          ‐                                        ‐                                        19,781$                                   2,936                                16,845                             14.84%

Administration & Office 1,037,706                     ‐                                        ‐                                        1,037,706$                              111,855                           925,851                           10.78%

(Software Maint &  ‐                                       

Administrative Contracted Services ‐                                       

Data Mgmt Services 493,170                        ‐                                        ‐                                        493,170$                                 131,876                           361,294                           26.74%

Other Administrative  37,780                          ‐                                        37,780$                                   3,550                                34,230                             9.40%

Furniture/Equipment  41,005                          ‐                                        ‐                                        41,005$                                   1,659                                39,346                             4.05%

EDP Hardware/Software  215,671                        ‐                                        ‐                                        215,671$                                 28,032                             187,639                           13.00%

Dept of Insurance Examination 28,954                          ‐                                        ‐                                        28,954$                                   ‐                                        28,954                             0.00%

Total Operating Expenses 11,406,204$               ‐                                        ‐                                        11,406,204$                           1,724,574$                      9,681,630$                      15.12%

Consulting Services

Actuarial 25,000                          ‐                                        ‐                                        25,000                                     ‐                                        25,000                             0.00%

Administrative Consultin ‐                                     ‐                                        ‐                                        ‐                                            ‐                                        ‐                                        0.00%

Executive Recruiting 45,000                          ‐                                        ‐                                        45,000.00                                ‐                                        45,000                             0.00%

Financial Consulting 300,615                        ‐                                        ‐                                        300,615.00                              47,500                             253,115                           15.80%

Government Relations 217,301                        ‐                                        ‐                                        217,301.00                              ‐                                        217,301                           0.00%

Information Systems 1,642,708                     ‐                                        ‐                                        1,642,708.00                           ‐                                        1,642,708                        0.00%

Information Technology 6,000                            ‐                                        ‐                                        6,000.00                                  ‐                                        6,000                                0.00%

Internal Audit 86,843                          ‐                                        ‐                                        86,843.00                                ‐                                        86,843                             0.00%

Investment Compliance 20,000                          ‐                                        ‐                                        20,000.00                                ‐                                        20,000                             0.00%

Legal Consulting 5,395                            ‐                                        ‐                                        5,395.00                                  ‐                                        5,395                                0.00%

Public Relations 200,000                        ‐                                        ‐                                        200,000.00                              ‐                                        200,000                           0.00%

Other Consulting Service 296,859                        ‐                                        ‐                                        296,859.00                              3,271                                293,588                           1.10%

Total Consulting Service 2,845,721$                  ‐$                                      ‐$                                      2,845,721$                              50,771$                           2,794,950$                      1.78%

California Earthquake Authority

Insurance Services

Budgeted Expenditures and Actual Expenditures

2012 Budget Year
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(a) (b) (c) (d) (e) (f) (g)

(d=a+b+c) (f=d‐e) (g=e/d)

Augmented & Adjusted
2012 Budget after Actual Approved Budget (d) vs. Percentage used of 

Approved  Adjustments Augmentations  Augmentations  Expenditures Actual Expenses (e) Augmented & Adjusted 
2012 Budget thru 2/29/2012 thru 2/29/2012 and Adjustments as of 2/29/12 at 2/29/12 Approved 2012 Budget 

Research 1,018,000                             ‐                                            ‐                                            1,018,000                             ‐                                            1,018,000                            0.00%
Contracted Services

Agent Services ‐                                             ‐                                            ‐                                            ‐                                             ‐                                            ‐                                            0.00%
Audit Services 160,000                                ‐                                            ‐                                            160,000                                ‐                                            160,000                               0.00%
Brochure/Information Products 175                                       ‐                                            ‐                                            175                                       ‐                                            175                                      0.00%
Consumer Services ‐                                             ‐                                            ‐                                            ‐                                             ‐                                            ‐                                            0.00%
Contracted Marketing & Outreach 348,065                                ‐                                            ‐                                            348,065                                17,680                                 330,385                               5.08%
Investment Compliance ‐                                             ‐                                            ‐                                            ‐                                             ‐                                            ‐                                            0.00%
Legal Services‐Claims Counsel 200,000                                ‐                                            ‐                                            200,000                                ‐                                            200,000                               0.00%
Legal Services‐Claims Counsel‐PI ‐                                             ‐                                            ‐                                            ‐                                             ‐                                            ‐                                            0.00%
Legal Service ‐ Non‐Claims 2,685,698                             ‐                                            ‐                                            2,685,698                             4,410                                   2,681,288                            0.16%
Marketing Services 9,239,714                             ‐                                            ‐                                            9,239,714                             ‐                                            9,239,714                            0.00%
Media Services 137,000                                137,000                                ‐                                            137,000                               0.00%
Modeling Services 666,470                                ‐                                            ‐                                            666,470                                58,000                                 608,470                               8.70%
Web Development/Maintenance ‐                                             ‐                                            ‐                                            ‐                                             ‐                                            ‐                                            0.00%
Other Contracted Services 675,758                                ‐                                            ‐                                            675,758                                505                                      675,253                               0.07%
Total Contracted Services 14,112,880$                        ‐$                                          ‐                                            14,112,880$                        80,595$                                14,032,285$                        0.57%

Participating Insurer Operating Costs 68,573,084                           ‐                                            ‐                                            68,573,084                           8,246,105                            60,326,979                          12.03%
Participating Insurer Commissions 21,189,083                           ‐                                            ‐                                            21,189,083                           2,556,757                            18,632,326                          12.07%
Investment Expenses 2,077,067                             ‐                                            ‐                                            2,077,067                             330,143                               1,746,924                            15.89%
Financing Expenses 8,864,057                             ‐                                            ‐                                            8,864,057                             1,661,756                            7,202,301                            18.75%
Reinsurance 200,453,436                        ‐                                            ‐                                            200,453,436                        33,912,607                          166,540,829                       16.92%

Total Expenditures 330,539,532$                      ‐$                                          ‐$                                          330,539,532$                      48,563,308$                        281,976,224$                      14.69%

California Earthquake Authority
Insurance Services

Budgeted Expenditures and Actual Expenditures
2012 Budget Year
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California Earthquake Authority
Total Claim‐paying Capacity (CPC)

as of February 29, 2012
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1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012*

Total CPC $7.095 $7.293 $7.293 $7.635 $7.360 $7.373 $7.069 $6.948 $7.284 $8.244 $8.695 $9.411 $9.685 $9.840 $9.777 $9.753

New Industry Assessment 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 1.304 1.304 1.095 0.804 0.804

2nd Industry Assessment 1.434 1.434 1.434 1.456 1.456 1.456 1.456 1.456 1.456 1.465 1.465 1.465 1.465 1.558 1.558 1.558

Revenue Bonds 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.311 0.254 0.311 0.311 0.311 0.317 0.317

Line of Credit 0.716 0.715 0.715 0.715 0.686 0.456 0.348 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Risk Transfer 2.160 2.509 2.509 2.509 1.971 1.971 1.538 1.500 1.500 1.756 1.885 3.100 3.100 3.123 3.050 3.005

1st Industry Assessment 2.150 2.150 2.150 2.183 2.183 2.183 2.183 2.183 2.183 2.197 2.197 0.000 0.000 0.000 0.000 0.000

CEA Available Capital 0.635 0.485 0.485 0.772 1.064 1.307 1.544 1.809 2.145 2.515 2.894 3.231 3.505 3.753 4.048 4.069

0.0

NOTE:  In 2007 Revenue Bond proceeds were split between the Base and Supplement programs.

*as of February 29, 2012
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California Earthquake Authority
Homeowners Policy Count 
as of February 29, 2012

Page 8a

2004 2005 2006 2007 2008 2009 2010 2011 2012*

Policy Count 600,673  613,266  612,941  628,802  629,138  642,174  647,947  652,394  652,444 

Annual Change in Policy Count 0.0% 2.1% ‐0.1% 2.6% 0.1% 2.1% 0.9% 0.7% 0.0%

‐
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*as of February 29, 2012
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California Earthquake Authority
Mobilehome Policy Count 
as of February 29, 2012
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2004 2005 2006 2007 2008 2009 2010 2011 2012*

Policy Count 11,585  17,631  19,289  18,257  19,437  21,118  24,423  25,518  25,848 

Annual Change in Policy Count 0.0% 52.2% 9.4% ‐5.4% 6.5% 8.6% 15.7% 4.5% 1.3%

‐

50,000 

M
o

*as of February 29, 2012
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California Earthquake Authority
Condominium Policy Count 
as of February 29, 2012
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2004 2005 2006 2007 2008 2009 2010 2011 2012*

Policy Count 86,359  89,758  91,643  96,758  98,106  102,391  101,553  102,197  102,414 

Annual Change in Policy Count 0.0% 3.9% 2.1% 5.6% 1.4% 4.4% ‐0.8% 0.6% 0.2%

‐
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California Earthquake Authority
Rental Policy Count 

as of February 29, 2012
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2004 2005 2006 2007 2008 2009 2010 2011 2012*

Policy Count 29,058  31,112  30,799  31,647  32,681  35,247  37,394  40,823  41,635 

Annual Change in Policy Count 0.0% 7.1% ‐1.0% 2.8% 3.3% 7.9% 6.1% 9.2% 2.0%

‐

50,000 

*as of February 29, 2012
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California Earthquake Authority
All Polices Total Insured Value (TIV)
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2004 2005 2006 2007 2008 2009 2010 2011 2012*

TIV (in $ Billions) $188.9  $210.0  $227.4  $248.6  $261.7  $280.7  $287.7  $296.0  $297.7 

Annual Change in TIV 9.6% 11.2% 8.3% 9.3% 5.3% 7.3% 2.5% 2.9% 0.5%
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2004 2005 2006 2007 2008 2009 2010 2011 2012*

TIV (in $ Billions) $180.5  $200.3  $217.3  $237.5  $249.9  $267.9  $274.3  $282.2  $283.8 

Annual Change in TIV 0.00% 11.0% 8.5% 9.3% 5.2% 7.2% 2.4% 2.9% 0.5%
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2004 2005 2006 2007 2008 2009 2010 2011 2012*

TIV (in $ Billions) $0.8  $1.4  $1.6  $1.6  $1.9  $2.2  $2.6  $2.8  $2.9 

Annual Change in TIV 0.00% 66.3% 13.4% 5.0% 15.6% 15.0% 20.2% 7.4% 1.5%
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2004 2005 2006 2007 2008 2009 2010 2011 2012*

TIV (in $ Billions) $6.8  $7.4  $7.6  $8.4  $8.7  $9.3  $9.4  $9.5  $9.5 

Annual Change in TIV 0.00% 7.9% 3.3% 9.7% 3.9% 7.0% 0.9% 1.1% 0.3%
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2004 2005 2006 2007 2008 2009 2010 2011 2012*

TIV (in $ Billions) $0.8  $0.9  $0.9  $1.0  $1.1  $1.3  $1.4  $1.5  $1.5 

Annual Change in TIV 0.00% 18.2% 1.6% 10.8% 7.6% 16.9% 5.2% 7.7% 2.2%
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2004 2005 2006 2007 2008 2009 2010 2011 2012*

Average Insured Value $300,458  $326,668  $354,539  $377,701  $397,284  $417,206  $423,414  $432,633  $434,931 

Average Premium $712  $767  $744  $723  $779  $830  $837  $829  $711 
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2004 2005 2006 2007 2008 2009 2010 2011

$245.2  $283.1  $234.1  $225.5  $255.7  $258.6  $249.3  $275.0 
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NOTE:  From 2009 forward, figure is GASB underwriting profit.  Prior to 2009, figure was FASB net premiums written minus total expenses.
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1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

$354  $195  $240  $193  $159  $138  $134  $131  $167  $174  $185  $195  $222  $201 
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2004 2005 2006 2007 2008 2009 2010 2011

Limit $1,500  $1,500  $1,902  $2,478  $2,268  $3,100  $3,123  $3,050 

Premium $134  $131  $167  $174  $185  $195  $222  $201 

($50)

$200 

$450 

$700 

$950 

$1,200 



4.0%

5.0%

6.0%

7.0%

8.0%

9.0%

$1.50

$2.00

$2.50

$3.00

$3.50
B
as
e 
P
ro
gr
am

 L
im

it
(i
n
 $
 B
ill
io
n
s)

California Earthquake Authority
Risk Transfer Base Program Limits and Rate‐on‐Line

as of December 31, 2011

R
at
e‐
o
n
‐L
in
e

Page 14

2004 2005 2006 2007 2008 2009 2010 2011

Base Program Limit $1.50  $1.50  $1.76  $1.89  $1.67  $3.10  $3.12  $3.05 

Rate‐on‐Line 6.7% 6.1% 6.5% 8.1% 8.5% 6.3% 7.2% 6.5%
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2.0%

3.0%
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NOTE:  The Rate on Line is an annual weighted average of the individual layers and their respective rates.
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2004 2005 2006 2007 2008 2009 2010 2011

$22.1  $54.4  $117.5  $119.9  $82.8  $10.9  $22.5  $27.9 
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NOTE: Prior to 2009, investment income was reported from FASB financial statements which did not include unrealized gains or losses and were net of manager fees.



CEA Liquidity and Primary Fund: $4,215,332,509

Claim‐paying Fund: $316,864,840

Mitigation Fund: $23,976,233

CEA 

Liq. & Prim.

Fund Claim‐paying Fund Mitigation Fund

US Treasuries ‐ Short Term 12.8% 6.4% 0.0%

US Treasuries ‐ Long Term 71.6% 93.6% 0.0%

US Treasuries ‐ Cash Equivalent 5.7% 0.0% 43.7%

US Government Agencies ‐ Short Term 4.6% 0.0% 0.0%

US Government Agencies ‐ Cash Equivalent  3.2% 0.0% 45.9%

Commercial Paper  2.0% 0.0% 10.4%

Cash 0.0% 0.0% 0.0%

B k A t 0 0% 0 0% 0 0%

The asset allocation of the three funds are as follows:

California Earthquake Authority ‐ Investment Portfolio Distribution

as of February 29, 2012 

The CEA has three different investment funds.  The current market values of each fund are:

US Government 
Agencies
7.46%

Commercial 
Paper 
1.94%

Bankers Acceptance 0.0% 0.0% 0.0%

Totals 100% 100% 100%

US Treasuries
90.60%
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CEA Liquidity & Primary Fund
$4,215 Million

California Earthquake Authority – Investment Portfolio Distribution
as of February 29, 2012

US Government 
Agencies –
Sh T

US Treasuries ‐

Commercial Paper 
2.0%

$4,215 Million

US Treasuries ‐
Cash Equivalent

5.7%

Short Term 
4.6%

Short Term
12.8%

US Treasuries ‐
Long Term
71.6%

US Government 
Agencies –

Cash Equivalent 
3.2%

Mitigation Fund Claim Paying Fund

Commercial 
Paper 
10.4%

Mitigation Fund
$24 Million

US 
Treasuries 
Short Term

6.4%

Claim‐Paying Fund
$ 317  Million

US 
Government 
Agencies
Cash 

Equivalent 
45.8%

US 
Treasuries ‐

Cash

US 
Treasuries 
Long Term
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2009 2010 2011 2012*

0.43% 0.66% 0.77% 0.69%
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*as of February 29, 2012
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California Earthquake Authority
Investment Manager Fees as a Percentage of Investment Income 

as of December 31, 2011

Page 18

2004 2005 2006 2007 2008 2009 2010 2011

4.34% 2.60% 1.60% 1.69% 2.26% 2.87% 4.22% 5.76%

0.00%

1.00%

2.00%



ISSUANCE AMOUNT INTEREST RATE

NET

PROCEEDS

OUTSTANDING 

PRINCIPAL AS OF DATE

315,000,000$            6.169% 310,829,067$        157,500,000$        31‐Dec‐2011

Period Ending

Outstanding 

Principal Principal Interest Debt Service

Annual 

Debt Service

1‐Jan‐12 $157,500,000 $4,858,088 $4,858,088
1‐Jul‐12 $126,000,000 $31,500,000 $4,858,088 $36,358,088
2012 $41,216,175

1‐Jan‐13 $126,000,000 $3,886,470 $3,886,470
1‐Jul‐13 $94,500,000 $31,500,000 $3,886,470 $35,386,470
2013 $39,272,940

1‐Jan‐14 $94,500,000 $2,914,853 $2,914,853
1‐Jul‐14 $63,000,000 $31,500,000 $2,914,853 $34,414,853
2014 $37,329,705

1‐Jan‐15 $63,000,000 $1,943,235 $1,943,235
1‐Jul‐15 $31,500,000 $31,500,000 $1,943,235 $33,443,235
2015 $35,386,470

1‐Jan‐16 $31,500,000 $971,618 $971,618
1‐Jul‐16 $31,500,000 $971,618 $32,471,618
2016 $33,443,235

California Eathquake Authority
Schedule of Outstanding Debt

DEBT

DEBT‐SERVICE SCHEDULE

The table below shows the remaining annual‐debt‐service requirements for the Series 2006 Bonds.

Series 2006 Revenue Bonds

Page 19
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Governing Board Memorandum 

April 26, 2012 
 
Agenda Item 5: 2012 CEA Risk-Transfer Program   
 
Recommended Actions: Approve (1) a form of proposed reinsurance contract for 2012 

and (2) authorize additional transformer-reinsurance 
transactions in 2012 

 

Background: 
 
At its October 28 and December 9, 2011, meetings, the Board approved the 2012 CEA 
Reinsurance Programs A and B, and at its June 30 and December 9, 2011, meetings, the Board 
approved executing two separate transformer-reinsurance catastrophe-bond transactions.   
 
Following the Board’s guidance, the CEA was able to execute two transformer-reinsurance 
catastrophe-bond transactions, the first effective August 2, 2011, and the second effective 
February 7, 2012.    
 
As the Board is aware, CEA staff is continually seeking traditional reinsurance that meets CEA’s 
requirements—the highest-quality financial products, at the best terms and at the lowest possible 
cost. 
  
The two transformer-reinsurance catastrophe-bond transactions achieved three critical goals: 
  

1. A multi-year, collateralized reinsurance contract 
 The transformer-reinsurance contract is a vehicle for the CEA to access a multi-

year, collateralized reinsurance contract.   

2. Collateralized risk-transfer capacity, as part of a mechanism of indirect CEA access 
to the broader capital markets 
 The transformer-reinsurance contract has terms similar to those of CEA’s existing 

reinsurance contracts but with modifications for its multi-year, collateralized 
nature.  The capital-markets sourcing of capital allows this favorable multi-year 
arrangement, and 100%-of-limit collateralization adds a strong security feature. 

3. Diversified risk-transfer sources, in addition to traditional reinsurance markets 
 The reinsurer will fund 100% of the reinsurance limit ($150 million, in each 

transaction) through a capital-markets transaction, i.e., the issuance of a 
catastrophe bond.  This method should enable CEA to buy risk-transfer at prices 
lower than for an equivalent limit of traditional reinsurance.   

 
The CEA’s successful completion of the second transaction supports establishing this risk-
transfer method as a continuing program.  Capital-markets investors are attracted to single-peril 
California earthquake coverage, and these transactions also provide opportunity to grow that 
investor base over time, which multiplies this risk-transfer capacity.   
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Analysis:      
     
Transformer Reinsurance Program – Steps to Acquiring Necessary Flexibility  
 
In the first five weeks of 2012, five catastrophe bonds hit the marketplace.  This relatively high 
number of catastrophe-bond transactions stressed capital-markets investors to a degree, but the 
CEA was still able to achieve its objectives.   
 
Coordinating CEA’s risk-transfer needs with market conditions is crucial, therefore, meaning the 
CEA needs to be positioned to execute additional transformer-reinsurance catastrophe-bond 
transaction when conditions in the capital markets are, in the judgment of CEA financial staff 
and CEA’s retained professional financial and risk-transfer experts, likely to be receptive to the 
CEA’s participation and unique requirements. 
 
To accomplish this end in both a flexible and prudent manner, and so as to meet the tight time 
limits and deadlines inherent in highly time-sensitive capital-markets transactions, staff now 
seeks the Board’s authorization for staff to execute—under documented, stated conditions—
additional levels of transformer-reinsurance transactions when market conditions are favorable, 
based on a principle of prudent pre-authorization by this Board.   
 
Future transformer-reinsurance transactions, in order to be “conforming risk-transfer 
transactions” eligible to be executed by CEA staff under this approach, would be subject to the 
following requirements: 

• Any conforming risk-transfer transaction must have an inception date of January 1, 2013, 
or earlier. 

• No conforming risk-transfer transaction, or combination of such transactions, may exceed 
a total limit of $300 million.    

• The conforming risk-transfer transaction must be fully documented and then expressly 
certified by CEA executive management to be reasonably likely to achieve the three 
goals of CEA’s capital-markets risk transfer program, as described above: 

o A multi-year, collateralized reinsurance contract 
o Collateralized risk-transfer capacity, using a mechanism of indirect CEA access to 

the broader capital markets 
o Promoting diversified risk-transfer sources, in addition to traditional reinsurance 

markets (i.e., the reinsurer would fund 100% of the reinsurance limit through a 
capital-markets transaction, generally the issuance of a catastrophe bond).     

• Considering all aspects of costs and benefits associated with risk transfer, its value in all 
respects to the CEA, and its effect on the CEA’s financial capacity and standing, the risk-
adjusted cost of the conforming risk-transfer transaction is—in the reasonable judgment 
of CEA management, as informed by retained experts—less than or equal to the 
estimated cost to the CEA of acquiring equivalent traditional reinsurance. 

• Within the existing legal information framework, staff must inform the Board of all 
essentials of any executed conforming risk-transfer transaction at the earliest possible 
time, but staff would not be required to seek the Board’s approval of a conforming risk-
transfer transaction before it is executed and would not seek any sort of ratification of an 
executed conforming risk-transfer transaction since a ratification requirement would 
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likely create market disruption and be impracticable to achieve on a fully executed 
market transaction. 

 
Conforming risk-transfer transactions, when conducted in compliance with these requirements, 
would be deemed to meet the risk-transfer-related requirements of Insurance Code section 
10089.10.1

 
  

 2012 CEA Risk-Transfer Program 
 
Splitting the CEA reinsurance program into multiple periods with separate contract-inception 
dates allows CEA to purchase reinsurance in multiple stages, reducing the potentially negative 
effects that market swings have on capacity and pricing.  Staff is continually looking for 
traditional reinsurance that fulfills CEA commitment to seek the highest-quality financial 
products, at the best terms, and at the lowest possible cost. 
 
Due to the significant size of roll-off of the “New” industry assessment layer, CEA staff has 
determined that additional risk-transfer was required in order that CEA’s capacity be at or above 
the required level of 1-in-500 years.  Staff has negotiated a $100 million traditional, fully 
collateralized reinsurance contract with one reinsurer, termed “Program C,” to become effective 
on May 1, 2012, and extend through April 30, 2013, at an annual premium of $4.5 million.  With 
Program C, CEA’s 2012 risk-transfer program would look like this: 

 
• 2012 CEA Reinsurance “Program A”  

o Composed of four contracts, each of 12 months’ duration, with terms extending 
from January 1, 2012, through December 31, 2012. 

o Program A was approved by the Board on October 28, 2011. 
• 2012 CEA Reinsurance “Program B”  

o Composed of a single multi-reinsurer** contract of 12 months’ duration, with 
terms extending from April 1, 2012, through March 31, 2013. 

o Program B was approved by the Board on December 9, 2011. 
• 2012 CEA Reinsurance “Program C” 

o Composed of a single $100 million reinsurer contract of 12 months’ duration with 
terms extending from May 1, 2012 through April 30, 2013. 

o Staff proposes Board approval of reinsurance contract. 
• Transformer Reinsurance 

o Two transformer-reinsurance contracts are now in effect. 
o The first contract is a $150 million transformer-reinsurance contract, in effect 

from August 2, 2011, through August 1, 2014. 
o The second contract is a $150 million transformer-reinsurance contract, in effect 

from February 7, 2012, through February 6, 2015. 
o These transformer transactions supplement CEA reinsurance Program A.  

                                                 
1   The relevant provisions of Section 10089.10 are (paraphrased) that reinsurance and capital-markets risk transfer 
transactions are to be accomplished (a) to expand the capacity of the authority and achieve maximum capacity for 
writing earthquake coverage; (b) at rates and on terms the Governing Board considers reasonable and appropriate; 
and (c) so that total annual expenditures for reinsurance contracts and capital market contracts do not exceed a 
reasonable and appropriate portion of annual CEA premiums collected. 



Governing Board Meeting – April 26, 2012 Page 4 of 5 
AGENDA ITEM 5:  2012 Risk-Transfer Program 

2012 Risk Transfer Program Contract Period Reinsurance Limit  
Traditional Reinsurance – Program A 1/1/2012 – 12/31/2012 $1,505,220,000  
Transformer Reinsurance – Program A 8/2/2011 – 8/1/2014 $150,000,000  
Transformer Reinsurance – Program A 2/7/2012 –  2/6/2015  $150,000,000  
Traditional Reinsurance – Program B  4/1/2012 – 3/31/2013 $1,251,464,950  
Proposed Traditional Reinsurance – Program C 5/1/2012 - 4/30/2013 $100,000,000  
Total Risk-Transfer Program    $3,156,684,950  

 
Contract Terms & Conditions—Proposed Traditional-Reinsurance Contract—Program C 
 

1. The CEA will become obligated to pay the contractual one-year reinsurance premium 
upon binding the reinsurers’ commitments, payable according to the premium-payment 
schedule in the contracts. 

 
2. As with CEA reinsurance contracts for the past several years, reinsurer commitments and 

proposed reinsurance contracts do not provide for mandatory “reinstatement” of coverage 
or require of the CEA a corresponding reinstatement premium.  (If a reinsurance contract 
has a reinstatement clause, when reinsurance coverage under a contract is reduced by loss 
from one occurrence, the reinsurance limit is automatically “reinstated.”  The 
reinstatement term usually incepts at the date of the last loss and runs only through the 
end of the original coverage period.  An additional reinsurance premium is required for 
reinstating the reinsurance coverage that was reduced by reinsurance loss payment.) 

 
3. The contract would provide that the reinsurance premium payable by CEA can adjust 

upward or downward by no more than 10%, based on stated, average, total CEA 
exposures of $314,500,000,000 from May 1, 2012, through April 30, 2013. 

 
4. When a reinsurer does not meet requirements stated in the CEA’s published Guidelines 

for Sources of Claim-Paying Capacity but nonetheless wishes to participate in CEA’s 
reinsurance program (and CEA is willing to accept that participation), that reinsurer must 
execute CEA’s “Collateral Account Control Agreement,” and, in conjunction with 
executing that Agreement, the reinsurer must deposit collateral in an amount equal to 
100% of the reinsurance limit in the collateral account, held at a U.S. bank.  

 
Recommendation: 
 
Staff recommends that the Board:  
 

1. Authorize staff to execute additional transformer-reinsurance transactions incepting on or 
before January 1, 2013, not to exceed $300 million in total reinsurance limit, so long as 
each transaction is handled as stated above, and as elaborated on in the written resolution 
presented to the Board on this date, and that for each executed transaction, staff present 
appropriate transaction information to the Board.  
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2.  
a. Approve staff’s proposal for the 2012 CEA reinsurance Program C, effective 

May 1, 2012, for a total reinsurance limit of $100,000,000, on the terms and 
conditions stated above for the respective contracts and elaborated on in the written 
resolution presented to the Board on this date;  
 

b. Authorize staff to act immediately to bind the corresponding reinsurance commitment 
from the reinsurer on Program C, on the terms and conditions described above and 
elaborated on in the resolution presented to the Board on this date; and 

 
c. Authorize CEO Glenn Pomeroy, acting under the guidance of the written resolution 

and on the advice of the CEA general counsel, to execute the resulting contract and 
related contract documents on behalf of the CEA.  
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Governing Board Memorandum 
 
April 26, 2012 
 
Agenda Item 6:  Update on CEA’s Marketing Value Program (MVP) 
 
Recommended Action: No action required – information only 
 
 
Background: 
 
The CEA marks its second year of MVP implementation in 2012, according to a Board-approved 
budget of approximately $9.5 million.  New for 2012 are several MVP enhancements: 
• Doubled television network participation; 
• Expanded online-marketing capabilities; and 
• Co-branded earthquake-preparedness materials and events through a new (marketing) 

alliance between CEA and American Red Cross. 
 
Analysis: 
 
The new alliance between the CEA and American Red Cross already is working to help more 
Californians prepare to survive and recover from California’s next damaging earthquake.  It is 
combining programs, expertise, resources, and messages, as appropriate, to: 

• Fulfill social scientists’ recommendations to share preparedness messages that combine 
“what to do” with “why to do it.” 

• Consider research-based messaging recommendations to help people “get prepared to survive 
and recover so they can get back to normal after California’s next damaging earthquake.” 

• Integrate CEA’s statewide media campaign with the Red Cross’s community-resilience 
programs. 

• Combine CEA’s strength, experience, and expertise on residential earthquake insurance and 
mitigation with the Red Cross’s expertise on preparing a kit, making a family disaster plan, 
and being informed. 

• Merge CEA’s resources to implement a statewide media campaign with the Red Cross’s 
local-organization and outreach capabilities.   

• Expand traditional Red Cross outreach to promote Red Cross disaster-preparedness training 
to CEA-participating-insurer agents and their policyholders. 

 
For its first year of working together in 2012, the Alliance plans to develop integrated 
programming specifically to promote earthquake preparedness in California through: 

• Co-branded print, online, and broadcast advertising (Attachment A);  
• Co-branded direct mail and earthquake-preparedness starter kits (Attachment B); 
• CEA promotion of a potentially annual auction to benefit Red Cross (Attachment C); and 
• CEA promotion of Red Cross preparedness training to CEA-participating-insurer agents and 

their policyholders. 
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Alliance programming is based on research-based strategies that drive the creation and 
effectiveness of its co-branded preparedness-campaign communications.  Social-science, 
branding, marketing, policyholder, and message research previously informed the creation of the 
campaign.  And advertising performance research recently evaluated the effectiveness of its 
execution and messaging. 
 
Results of CEA’s advertising performance were made available through CEA’s relationship with 
the CBS Television Group, which works with Frank N. Magid Associates, Inc. (Magid), to help 
clients analyze the effectiveness of their TV-advertising campaigns.  Recently, in the Sacramento 
and Los Angeles TV-viewing markets, Magid evaluated four TV ads produced by the CEA:  
(1) CEA Blueprint, (2) CEA CEO PSA, (3) TV News PSA, and (4) Great California ShakeOut 
PSA. 
 
Using national norms, Magid measured CEA TV ads for effectiveness and compared CEA TV-
ad performance to other notable national brands airing in Sacramento and Los Angeles during 
the same period.  National-brand ads Magid used in the CEA comparison included La-Z-Boy 
Furniture Galleries, Comcast, Goodwill Industries, Best Buy, Enterprise, and Apple (these 
national-brand ads had been tested in Boston, Miami, Denver, Minneapolis, Dallas, Chicago, 
Philadelphia, Seattle, and San Francisco). 
 
CEA-produced TV-advertisement performance surpassed all local and (the aforementioned) 
national brands airing in the Sacramento and Los Angeles markets during the same period, by the 
following percentages (Attachment D): 
 

Effectiveness of CEA-Produced TV Advertising  
 Sacramento Los Angeles 
 Overall Reaction Net Brand Gain Overall Reaction Net Brand Gain 
CEA Blueprint 87.1% 76.2% 85.7% 84.8% 
CEA CEO PSA 92.0% 92.3% 79.1% 45.8% 
TV News PSA 86.2% 75.3% 92.6% 81.9% 
ShakeOut PSA* 64.5% 29.5% 95.1% 72.2% 
 
*Technological difficulties compromised testing of this ad in Magid’s Sacramento-based study. 
 
CEA will continue to implement the MVP in 2012, committing about 55 percent of the combined 
direct-mail and paid-media budget to co-branding with the American Red Cross.  The program 
potentially will deliver the following numbers of impressions: 
 

2012:  Potential MVP Impressions 
Direct Mail Traditional Media 

(Print, Broadcast) 
Online Total 

4 million 286 million 303 million 593 million 
 
Recommendation: 
 
No action required – information only. 



Los Angeles San Diego San Francisco 

Monterey Santa Barbara Sacramento 

                Station PSA Script 
 
Station Talent: 
I know that preparing to survive and 
recover from California’s next 
damaging earthquake will help keep 
all of us safe.   
Learn about the simple steps we can 
take to get ready at (Station Website) 
Preparing today also will help us get 
back to normal sooner after the next 
big quake strikes.   
Let’s work together to be one of the 
(region’s i.e. Bay Area, Los Angeles, 
Sand Diego) next earthquake survival 
stories.         
(Station Voice Over) 
The California Earthquake Authority 
and American Red Cross have joined 
forces to help get California more 
prepared.  
 
 

 

Attachment A 

Co-Branded Station PSAs 

http://www.earthquakeauthority.com/
http://www.redcross.org/
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California Earthquake Authority Kicks off Second Marketing Program for Agents 
By Don Jergler February 21, 2012 

 

The business of selling earthquake insurance to homeowners may have just gotten a bit easier. 

The California Earthquake Authority has launched its annual “Marketing Value Program,” in which the quasi-private earthquake insurer encourages agents to sign up 

to receive at least 200 pieces of direct mail marketing pre-printed with agents’ names to send to potential clients. 

This is the program’s second year. Last year’s program saw more than 4,500 agents participate and 10,000 policies sold as a result of the program, according to CEA. 

The intent is for the mailers, which are available in English, Chinese and Spanish, to get into the hands of 5,000 agents per round over two rounds, said Glenn 

Pomeroy, CEO of Sacramento, Calif.-based CEA. 

Each agent signing up for the program receives 200 pieces of mail to send to homeowners who could be prospects for earthquake insurance. The mailers are post-

marked by CEA, and custom printed with the agent’s name. An additional 100 mailers each are available in Chinese and Spanish. 

Agents must first visit EarthquakeAuthority.com, click on “Register for 2012 MVP,” and fill out a form. 

For the first round of mailings agents must be employed or appointed by participating insurers. 

A second round, which requires agents to be employed or appointed by participating insurers, also requires agents to take a class on CEA’s earthquake products, 

puts another 200 mailers in the hands of those agents. Mailers in the second round will be wrapped around Great California ShakeOut mailers that go out each year 

and they will be co-promoted with that popular annual event. Last year’s Great Shakeout event drew more than 8.6 million participants. This year’s Great California 

ShakeOut is set for Oct. 18. 

“For agents who haven’t concentrated on earthquake coverage in the past, it’s absolutely valuable to spend two quick hours in a focused training to receive the 

information in terms of what our policy covers, how it works, how we respond following an event through the adjusters of the company, and so on,” Pomeroy said. 

Last year there were three rounds of mailings. The number of rounds this year has been narrowed to two to simplify things, he said. Also new this year, in select areas 

an additional 100 mailers are avialble to send to renters. 

Last year CEA’s MVP program more than doubled the amount of agents trained to sell through CEA, according to the organization. In 2010, from January through the 

fall, CEA trained 1,300 agents. In 2011 they trained over 3,000 agents. 

“We recorded an additional 10,000 new policies issued as a result of that program,” Pomeroy added. 

At the end of 2011 they had 821,000 policies in force, Pomeroy said, adding, “That’s more policies in force since 9/11.” 

“Here at the California Earthquake Authority, we’re in a race against time,” Pomeroy said. “The scientists have made it clear that it’s not if the next big earthquake’s 

going to strike, it’s a matter of when.” 

He cited a study from the Working Group on California Earthquake Probabilities, showing there is a 99.7 percent probability of a 6.7 magnitude earthquake striking 

somewhere in California within the next 30 years. 

“My take from this is it’s going to happen,” he said. “Earthquakes are entirely unpredictable, completely unstoppable.” 

That’s where the need for marketing and awareness programs come in, Pomeroy said, adding that the potential catastrophe isn’t the only obstacle faced by agents 

selling earthquake insurance products. 

Less than 12 percent of California homeowners have purchased earthquake insurance, according to the Insurance Information Network of California. 

“As much as we’re in a race against time, we’re in a battle against indifference too,” he said. 

And there’s some added incentive for those signing up. 

The first 15,000 policies sold and reported through MVP will qualify people to receive an earthquake starter kit, which includes a backpack with putty to help secure 

things, picture hooks and television straps. The first 5,000 agents who sign up will get their own starter kit. 

While it’s going, the program will supported by a marketing campaign on television, in newspapers and on the internet. 
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Wango Tango Program Ad 

Wango Tango is an annual day-long concert produced on by local Los 
Angeles radio station KIIS-FM. The concert series has been staged at various 
venues around southern California including Dodger Stadium in Los Angeles, 
the Rose Bowl in Pasadena, Angel Stadium in Anaheim, Verizon Wireless 
Amphitheatre in Irvine, Staples Center in Los Angeles and now at the Home 
Depot Center in Carson, CA. 
 
The concert series is noted for featuring several marquee performers in a day 
long series of sets. 
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Moment-to-Moment Trace For CEA – Blueprint (Sacramento) 

Histograms on 
left-hand side 
indicate 
distribution of 
scores at that 
moment (in this 
case, at the 
00:38 second 
mark). 

Spot begins 
(00:08) 

Spot ends 
(00:38) 

Participants turned 
their hand-held, 
wireless dials up 
(as high as 100) or 
down (as low as 0) 
as they reacted to 
the spot. 
• The yellow line 

is the total 
group. 

• The red line is 
men, and the 
blue line is 
women. 

*Magid defines an “effective ad” as one that drives consumers to act upon the information contained within the spot. 

In comparison to our national normative data, Magid considers “Blueprint” to be 

an effective ad* because:   
• From the “midpoint” at 50, it reaches a mean score of 60 or higher within 10 

to 12 seconds. 
• The mean remains above 60 and continues to climb throughout spot. 
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All Ads* - Overall Reaction vs. Net Brand Gain (Sacramento)  
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Blueprint 

ShakeOut PSA 

CEA CEO PSA 

*This plot shows all national, regional, and local ads we have tested in multiple markets across 

the country, including cities such as Boston, Miami, Denver, Minneapolis, Dallas, Chicago, 

Philadelphia, Seattle, and San Francisco (in addition to Sacramento and Los Angeles).  

3.6 
Based on our national norms, we’ve 

established 3.6 as the “threshold” for an 

effective ad. 

Greatest Brand Loss  
(of the ads tested in the 
latest round of research 

in Sacramento) 

Greatest Brand Gain 
(of the ads tested in the 
latest round of research 

in Sacramento) 

Of all ads: 
• CEA CEO PSA outperformed ~92.0% 

based on overall reaction (OR) and 
~92.3% based on net brand gain (NBG) 

• Blueprint outperformed ~87.1% based on 
OR and ~76.2% based on NBG 

• TV News PSA outperformed ~86.2% 
based on OR and ~75.3% based on NBG 

• Shakeout PSA outperformed ~64.5% 
based on OR and ~29.5% based on NBG 
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Moment-to-Moment Trace For CEA – Blueprint (Los Angeles)  

Participants turned 
their hand-held, 
wireless dials up 
(as high as 100) or 
down (as low as 0) 
as they reacted to 
the spot. 
• The yellow line 

is the total 
group. 

• The red line is 
men, and the 
blue line is 
women. 

Histograms on 
left-hand side 
indicate 
distribution of 
scores at that 
moment (in this 
case, at the 
00:31 second 
mark). 

*Magid defines an “effective ad” as one that drives consumers to act upon the information contained within the spot. 

Spot begins 
(00:01) 

Spot ends 
(00:31) 

In comparison to our national normative data, Magid considers “Blueprint” to be 

an effective ad* because:   
• From the “midpoint” at 50, it reaches a mean score of 60 or higher within 10 

to 12 seconds. 
• The mean remains above 60 and continues to climb throughout spot. 

Attachment D 



26 © 2012 Frank N. Magid Associates, Inc.  

All Ads* - Overall Reaction vs. Net Brand Gain (Los Angeles)  

-60 
-50 
-40 
-30 
-20 
-10 

0 
10 
20 
30 
40 
50 
60 
70 
80 

1.0 2.0 3.0 4.0 5.0 

N
et

 B
ra

nd
 G

ai
n 

Overall Reaction  
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3.6 
Based on our national norms, we’ve 

established 3.6 as the “threshold” for an 

effective ad. 

Greatest Brand Loss  
(of the ads tested in the 
latest round of research 

in Los Angeles) 

Greatest Brand Gain 
(of the ads tested in the 
latest round of research 

in Los Angeles) 

*This plot shows all national, regional, and local ads we have tested in multiple markets across 

the country, including cities such as Boston, Miami, Denver, Minneapolis, Dallas, Chicago, 

Philadelphia, Seattle, and San Francisco (in addition to Sacramento and Los Angeles).  

Of all ads: 
• Blueprint outperformed ~85.7% 

based on OR and ~84.8% 
based on NBG 

• TV News PSA outperformed 
~92.6% based on OR and 
~81.9% based on NBG 

• Shakeout PSA outperformed 
~95.1% based on OR and 
~72.2% based on NBG 

• CEA CEO PSA outperformed 
~79.1% based on OR and 
~45.8% based on NBG 
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Radio Market Radio Stations 
Bakersfield KERN, KNZR (KBFP-FM Spanish), KDFO, KRAB, 

Chico KPAY, KFBK, KSTE 

Fresno KMJ (KFSO-FM Spanish), KSOF, KBOS, KALZ, KHGE 

Los Angeles KFI, KLAC, KNX (KLVE-FM Spanish), KFWB, KMRB (Chinese), KOST, KISS, KTLK 

Merced KJSN, KMJ 

Modesto KFIV, KJSN, KSTE 

Monterey-Salinas-Santa Cruz KION, KCBS, KGO (KPRC-FM Spanish) 

Oxnard/Ventura KFI, KLAC, (KLVE-FM Spanish) 

Palm Springs KPSI, KFI 

Redding KQMS, KFBK, KSTE 

Riverside-San Bernardino KDIF, KTDD, KFI, KLAC, (KLVE-FM Spanish), KGGI, KMYT 

Sacramento KFBK, KSTE, KGO, KSFO, KQJK, KHYL, 

San Diego KGB, KOGO, KFI, KHTS, KMYI 

San Francisco KGO, KISQ, KKSF, KNEW, KUFX, KSFO, KVTO (Chinese), KYLD, KMEL, KISS 

San Jose KGO, KKSF, KNEW, KUFX, KSFO 

San Luis Obispo KVEC, KYNS, KMJ 

Santa Barbara KTMS, KFI 

Santa Maria-Lompoc KSMX, KSNI 

Santa Rosa KGO, KNEW, KSRO, KSTE, KSFO 

Stockton KJOY, KFBK, KFIV, KGO, KSTE, KSFO, KWSX, KOSO, KMRQ, KFIV  

Victor Valley KATJ, KNX, KFI (KLVE-FM Spanish) 

Visalia-Tulare-Hanford KMJ (KFSO-FM Spanish) 

TV Markets Stations/Networks 

Sacramento KOVR, KMAX, KTXL 

San Francisco KPIX, KBCW, KGO, KNTV, CABLE 

Los Angeles KCBS, KCAL, KTLA, KCBS, KNBC, CABLE 

San Diego KSWB, KFMB, KNSD, KGTV, CABLE 

Monterey KSWB, NSWB, CABLE 

Santa Barbara KEYT, KKFX, KCOY, CABLE 
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California Newspaper Publishers Association 
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PRINT PUBLICATION CITY ETHNICITY 

El Mensajero  San Francisco  Latino 

Sing Tao Daily SF San Francisco Chinese 

Philippine News San Francisco Filipino 

Korea Times - SF San Francisco Korean 

India West San Leandro South Asian 

Cali Today San Jose Vietnamese 

Sun Reporter San Francisco African American 

Nichi Bei Weekly San Francisco Japanese 

The World Journal Los Angeles Chinese 

Asian Journal - LA Los Angeles Filipino 

Korea Daily -LA Los Angeles Korean 

Viet Bao Daily News Los Angeles Vietnamese 

La Opinion Los Angeles Latino 

L.A. Watts Times Los Angeles African American 

Rafu Shimpo Los Angeles Japanese 

La Prensa San Diego San Diego Latino 

Enlace San Diego Latino 

El Latino San Diego San Diego Latino 

San Diego Voice & Viewpoint San Diego African American 

Nguoi Viet Tu Do San Diego Vietnamese 

Two Rivers Tribune Eureka Native American  

ONLINE PUBLICATION WEB SITE ETHNICITY 

L.A. Watts Times www.lawattstimes.com 
African 
American 

The Globe www.globenewspapers.com 
African 
American 

Yo! Youth Outlook www.youthoutlook.org 
African 
American 

India Currents www.indiacurrents.com Asian-Indian 

Carib Press www.caribpress.com Caribbean 

Sing Tao www.singtaousa.com Chinese 

Asian Journal L.A. www.Asianjournal.com Filipino 

The Inquirer www.inquirer.net Filipino 

Koream Journal www.koreamjournal.com Korean 

Impulso www.impulsonoticias.com Hispanic 

Alianza Metropolitan News www.alianzanews.com Latino 

Impre Media www.impre.com Latino 

La Oferta www.laoferta.com Latino 

Two Rivers Tribune www.tworiverstribune.com 
Native 
American 

Silicon Valley De-Bug www.siliconvalleydebug.org Multi 

San Jose Beez www.sjbeez.org Multi 

Los Angeles Beez www.labeez.org Multi 

New America Media www.newamericamedia.org Multi 
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Key Dates/Events 
EQ Preparedness 

Month 
                                  

National Preparedness 
Month 

ShakeOut 10/18                   

                                              

MVP Agent DM Drop   4/9                                                 
10/

8                       

                                                                                

CONSUMER                                                                               

Online - California                                                                               

SEM     Google, Bing/Yahoo                                                                 

Contextual     
Zillow.com, About.com, ForRent.com, HGTV.com, DIY.com, 
Frontdoor.com 

                                            

Retargeting     Audience Science                                                                   

Behavioral     
Google, Yahoo!, Audience 
Science 

                                                            

Social     Facebook                                                                     

                                                                                

Television                                                                                 

English Language                                                                               

                                                                                

Radio                                                                                

                                                                                

English Language                                                                            

                                                                                

Ethnic Print/Online                                                                               
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AGENDA ITEM 7:  Update on CEA’s mitigation-related programming 

Governing Board Memorandum 
 
April 26, 2012 
 
Agenda Item 7: Update on CEA’s mitigation-related programming  
 
Recommended Action: No action required – information only 
 
 
Background:   
 
Consistent with its statutory authority and earthquake-insurance operations, the CEA has long 
conducted a variety of mitigation activities.  Most recently, CEA joined with the California 
Emergency Management Agency (“CalEMA”) in a formal joint powers authority to operate the 
California Residential Mitigation Program (“CRMP”).  Reporting to a governing board 
composed equally of CEA and CalEMA officials, CEA’s chief mitigation officer, Janiele Maffei, 
serves as the CRMP’s executive director. 
 
Analysis:  
 

• Ms. Maffei will update the Board on the activities of the CRMP.  
• The CEA’s strategic mitigation plan.  

o At the February 23, 2012, CEA Governing Board meeting, Ms. Maffei discussed in 
broad outlines the two foundational strategies of a successful mitigation plan:  (1) the 
characterization of earthquake risk and (2) the implementation of mitigation programs 
to minimize that risk.  

o At the Board’s June 2012 meeting, Ms. Maffei will associate the broad underpinnings 
of CEA’s strategic mitigation plan with examples of specific tactics, all toward 
achieving the goal of reducing risks of earthquake loss in California homes. 

 
Recommendation: 
 
No action – information only.  
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Governing Board Memorandum 
 
April 26, 2012 
 
Agenda Item 8:    Staff seeks Governing Board approval of agreement with 

EQECAT, Inc., to license use of earthquake-loss-modeling 
software  

 
Recommended Action:    Approve CEA-EQECAT licensing agreement for earthquake 

loss-modeling software – ratify supporting 2012-CEA-
budget augmentation 

 
 
Background: 
 
There are three widely recognized, commercial earthquake models/modelers:  AIR 
Worldwide Corporation (AIR), EQECAT, and Risk Management Solutions (RMS.)  
Although the CEA has contracted for portfolio-modeling services from each of these 
modelers since 2004, since its inception the CEA has worked only with EQECAT to secure 
detailed rate-development and product-development analyses.  
 
EQECAT’s loss-modeling software platform, WORLDCATenterprise (WCE), is available 
for license.  With recently added qualified staff, the CEA is in the position to bring some of 
its loss-modeling in-house, which will allow greater flexibility and more timely—it will 
also save money over the current arrangement.  
 
A three-year licensing arrangement with EQECAT has been proposed, negotiated, and 
reduced to contract terms, and the resulting agreement is now presented to the Board for 
approval.   
 
To support that in-house EQECAT-model use, staff asks that the Board augment CEA’s 
2012 EDP-Hardware/Software budget to buy the equipment needed for the loss-modeling-
software installation.  Future CEA budgets will necessarily provide for the annual fees 
associated with the EQECAT-software license. 
  
Analysis: 
 
In keeping with the CEA’s mission and the Board’s express wishes, the CEA has become 
active in developing innovative products and rating structures that are attractive to 
consumers.  But under its current product-development processes, every time the CEA 
explores a new product option, it must submit a request to contracted outside modeling 
firm EQECAT to produce modeled losses and related information, undeniably necessary to 
product development.  And depending on how many alternatives are being tested and 
examined, the outside-modeling process can be costly and quite time-consuming, which 
can easily place a damper on the CEA’s moving innovative products to market.   
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As important, with in-house modeling CEA will be better situated to design and develop an 
optimal financial-structure:  Use of the in-house model will give CEA a deeper 
understanding of how modeled loss events affect claim-paying capacity, thus enhancing 
the ability to monitor exposure growth and assess portfolio changes.  And instead of 
paying EQECAT twice a year for needed portfolio analyses, the CEA can use in-house 
modeling to monitor its portfolio on a quarterly, or even a monthly, basis—more portfolio 
analysis is key to CEA’s ability to expand its products and ramp up its marketing. 
 
In-house-model licensing would give the CEA significant added benefit and flexibility, 
allowing more product testing and rating-structure development—with no extra “per-
alternative” cost—and would permit CEA to complete financial and rating analyses much 
more quickly, all at a cost comparable to the CEA’s historical modeling costs.  
 
To introduce a direct price comparison, the earthquake loss-modeling needed to design, 
refine, submit, and circulate the Homeowner’s Choice insurance policy cost CEA more 
than $325,000 over a period of just four months, while over the past eight years the CEA 
has paid EQECAT, on average, over $375,000 each year for loss-modeling services.   
 
Fees under the new, in-house-modeling proposal would be: 

• A one-time fee of $12,500 for initial system installation and training, with annual 
license fees of $340,000 for years one and two, and $360,000 for year three. 

• For each license year, EQECAT would credit CEA up to $100,000, determined by 
the loss-modeling services EQECAT would provide directly (in addition to CEA’s 
in-house EQECAT model use).  

• Additional computer hardware CEA would require to operate the EQECAT model 
in-house is estimated to cost $120,000.  

 

  
Although this simple table assumes that portfolio analyses will stay constant with the 
EQECAT model brought in-house, it actually effectively understates the actual worth to 
CEA of in-house modeling:  By having for the first time an in-house modeling capability, 
the CEA would receive significant increased value from more frequent and timely 
analyses.     
 

Three-year cost to implement and use in-house 
EQECAT model  

Three-year cost – outside 
EQECAT loss-modeling  

 

Licensing Fees  Modeling fees  
Year one 340,000  375,000 
Year two 340,000  375,000 

Year three 360,000 Est. 6% increase 397,500 
Subtotal – licensing fees 1,040,000 

Total             1,147,500 

(Training/Installation)   (one-time)   12,500 
(Equipment) (one time) 120,000 
Total   1,172,500 
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Recommendation: 
 
CEA staff recommends that the Governing Board (1) approve the CEA-EQECAT licensing 
agreement and (2) approve a supporting 2012 CEA-budget augmentation. 
 
 



             
Event Code

                       
Event Name

                
Date of Event

            
Magnitude

                                           
Location # of Paid

Claims Losses Paid LAE Paid
Total Paid

Losses & LAE

98010 Chino 1/5/1998 4.3 3 mi. W of Chino 1 $1,385.72 $124.71 $1,510.43

98050 San Juan Bautista 8/12/1998 5.3 7 mi. SSE of San Juan Bautista 1 161,204.93 13,643.13 $174,848.06

98070 Redding 11/26/1998 5.2 3 mi. NNW of Redding 1 4,029.72 362.67 $4,392.39

1998 Minor Quakes 2 4,199.20 377.93 $4,577.13

99050 Hector Mine 11/16/1999 7.0 28 mi. N of Joshua Tree (near Palm Springs) 25 137,361.81 12,362.47 $149,724.28

1999 Minor Quakes 1 4,037.26 363.35 $4,400.61

00030 Napa 9/3/2000 5.2 17 mi. ESE of Santa Rosa; 6 mi. NNE of Sonoma; 
3 mi. WSW of Yountville

15 278,130.07 25,031.71 $303,161.78

01010 Ferndale 1/13/2001 5.4 53 mi. WNW of Ferndale 1 34,764.54 3,128.79 $37,893.33

2001 Minor Quakes 1 52,896.82 4,760.70 $57,657.52

01040 West Hollywood 9/9/2001 4.2 West Hollywood 10 67,044.15 6,033.94 $73,078.09

2002 Minor Quakes 1 8,361.24 752.51 $9,113.75

03090 San Simeon 12/22/2003 6.4 7 mi. NE of San Simeon 84 2,692,628.02 242,339.74 $2,934,967.76

04120 Parkfield 9/28/2004 6.0 7 mi SSE of Parkfield 1 7,032.59 632.93 $7,665.52

07240 Chatsworth 8/9/2007 4.5 4 mi NNW of Chatsworth 1 7,813.88 703.24 $8,517.12

07250 Alum Rock 10/30/2007 5.6 5 mi NNE of Alum Rock 1 6,149.20 553.42 $6,702.62

08280 Chino Hills 7/29/2008 5.4 5.5 mi SE of Diamond Bar 8 156,781.38 14,110.29 $170,891.67

09320 Calexico 12/30/2009 5.9 22.7 mi SE of Calexico 1 275.88 24.83 $300.71

2009 Minor Quakes 1 4,839.51 435.56 $5,275.07

10330 Ferndale 1/9/2010 6.5 27 mi W of Ferndale 2 22,379.08 2,014.12 $24,393.20

10360 Baja California Mexico 4/4/2010 7.2 16 mi SW from Guadalupe Victoria, Mexico 16 74,392.57 6,695.34 $81,087.91

Total 174 $3,725,707.57 $334,451.38 $4,060,158.95

California Earthquake Authority

Losses & Loss Adjustment Expenses (LAE) Paid - Cumulative to February 29, 2012
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Claims History Report Glossary 
 

 
Event Code:    A 5 digit code that the CEA assigns to all earthquakes expected to 
produce paid losses.  This code is used to track statistics for a particular earthquake.  
 
Event Name: This is generally the name given to the earthquake by the USGS (United 
States Geological Survey).    
 
Date of Event:  Date that the earthquake occurred.  
 
Magnitude:  Richter scale magnitude assigned by USGS.  
 
Location:  This is assigned by USGS and is usually a city close to the earthquake.    
 
# of Paid Claims:  A numeric count of the claims that received a payment for damage 
caused by a particular earthquake.  
 
Losses Paid:  Total dollar amount of all claims paid to the policyholders for a particular 
earthquake.  
 
LAE Paid:  “LAE” stands for Loss Adjustment Expense which is always 9% of paid 
losses.  This is the amount paid to the Participating Insurers for handling the claim. 
 
Total Paid Losses and ALE:  The sum of Losses Paid and LAE Paid.  
 
Minor Quakes:  Losses paid for damage from minor earthquakes that were initially not 
expected to generate a claim and therefore were not issued a CEA event code.   
 



TOTALS Policies In 
Force

% Total Exposure % Total % Total Avg Written 
Premium

Homeowner
15% Total 591,268 71.87% 254,837,160,362 85.54% 81.2% 823

10% Total 61,670 7.5% 29,165,528,129 9.79% 10.54% 1,019

Homeowner Total 652,938 79.36% 284,002,688,491 95.33% 91.74% 842

Manufactured Homes 
(Mobilehomes)
15% Total 21,742 2.64% 2,260,466,424 0.76% 0.37% 103

10% Total 4,093 0.5% 601,505,943 0.2% 0.09% 130

Manufactured Homes 
(Mobilehomes) Total

25,835 3.14% 2,861,972,367 0.96% 0.46% 107

Condo Total 102,409 12.45% 9,527,654,500 3.2% 6.67% 398

Renter Total 41,555 5.05% 1,510,186,000 0.51% 1.13% 165

Grand Total 822,737 100.0% 297,902,501,358 100.0% 100.0% 729

40,794,233

6,851,783

600,032,189

62,850,382

549,621,880

2,232,364

531,929

2,764,293

California Earthquake Authority
Operations - Governing Board Report

All Companies - As Of 3/23/2012 - Policies in Force on: 2/29/2012

Written 
Premium

486,771,498
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HOMEOWNER Policies In 
Force % Total Exposure % Total Written 

Premium % Total Avg Written 
Premium

Deductible - 15%

CovA/C5k/D1.5k/BCU10k 591,268 90.6 % 247,337,972,862 87.1 % 378,899,563 81.8 % 641

BCU 20k 62,813 9.6 % 628,130,000 0.2 % 1,417,556 0.3 % 23

Coverage C 25k 31,015 4.8 % 620,300,000 0.2 % 4,496,082 1.0 % 145

Coverage C 50k 21,091 3.2 % 949,095,000 0.3 % 4,418,394 1.0 % 209

Coverage C 75k 10,138 1.6 % 709,660,000 0.2 % 2,697,217 0.6 % 266

Coverage C 100k 33,268 5.1 % 3,160,460,000 1.1 % 11,122,857 2.4 % 334

Coverage D 10k 38,787 5.9 % 329,689,500 0.1 % 1,669,375 0.4 % 43

Coverage D 15k 79,314 12.1 % 1,070,739,000 0.4 % 5,424,592 1.2 % 68

Coverage D 25k 1,324 0.2 % 31,114,000 0.0 % 0 0.0 % 0

15% Total 591,268 90.6 % 254,837,160,362 89.7 % 410,145,636 88.5 % 694

Deductible - 10%

CovA/C5k/D1.5k/BCU10k 61,670 9.4 % 26,061,597,629 9.2 % 42,657,175 9.2 % 692

BCU 20k 13,801 2.1 % 138,010,000 0.0 % 280,403 0.1 % 20

Coverage C 25k 9,994 1.5 % 199,880,000 0.1 % 1,346,908 0.3 % 135

Coverage C 50k 7,484 1.1 % 336,780,000 0.1 % 1,292,600 0.3 % 173

Coverage C 75k 4,218 0.6 % 295,260,000 0.1 % 888,610 0.2 % 211

Coverage C 100k 17,118 2.6 % 1,626,210,000 0.6 % 4,920,889 1.1 % 287

Coverage D 10k 13,358 2.0 % 113,543,000 0.0 % 433,473 0.1 % 32

Coverage D 15k 28,079 4.3 % 379,066,500 0.1 % 1,422,546 0.3 % 51
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Coverage D 25k 646 0.1 % 15,181,000 0.0 % 0 0.0 % 0

10% Total 61,670 9.4 % 29,165,528,129 10.3 % 53,242,603 11.5 % 863

Homeowner Total 652,938 100.0 % 284,002,688,491 100.0 % 463,388,239 100.0 % 710
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MANUFACTURED 
HOMES 

(MOBILEHOMES)

Policies In 
Force % Total Exposure % Total Written 

Premium % Total Avg Written 
Premium

Deductible - 15%

CovA/C5k/D1.5k/BCU10k 21,742 84.2 % 2,067,530,924 72.2 % 1,770,408 76.4 % 81

Coverage C 25k 1,668 6.5 % 33,360,000 1.2 % 19,526 0.8 % 12

Coverage C 50k 1,139 4.4 % 51,255,000 1.8 % 16,328 0.7 % 14

Coverage C 75k 343 1.3 % 24,010,000 0.8 % 5,728 0.2 % 17

Coverage C 100k 484 1.9 % 45,980,000 1.6 % 9,731 0.4 % 20

Coverage D 10k 1,756 6.8 % 14,926,000 0.5 % 20,385 0.9 % 12

Coverage D 15k 1,671 6.5 % 22,558,500 0.8 % 26,150 1.1 % 16

Coverage D 25k 36 0.1 % 846,000 0.0 % 0 0.0 % 0

15% Total 21,742 84.2 % 2,260,466,424 79.0 % 1,868,254 80.6 % 86

Deductible - 10%

CovA/C5k/D1.5k/BCU10k 4,093 15.8 % 433,036,443 15.1 % 389,602 16.8 % 95

Coverage C 25k 1,249 4.8 % 24,980,000 0.9 % 10,695 0.5 % 9

Coverage C 50k 1,004 3.9 % 45,180,000 1.6 % 10,930 0.5 % 11

Coverage C 75k 334 1.3 % 23,380,000 0.8 % 3,850 0.2 % 12

Coverage C 100k 435 1.7 % 41,325,000 1.4 % 6,450 0.3 % 15

Coverage D 10k 1,294 5.0 % 10,999,000 0.4 % 9,856 0.4 % 8

Coverage D 15k 1,624 6.3 % 21,924,000 0.8 % 17,772 0.8 % 11

Coverage D 25k 29 0.1 % 681,500 0.0 % 0 0.0 % 0

10% Total 4,093 15.8 % 601,505,943 21.0 % 449,154 19.4 % 110

Manufactured Homes 
(Mobilehomes) Total

25,835 100.0 % 2,861,972,367 100.0 % 2,317,409 100.0 % 90
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CONDO Policies In 
Force % Total Exposure % Total Written 

Premium % Total Avg Written 
Premium

Coverage A/BCU 10k 72,690 71.0 % 2,544,150,000 26.7 % 5,245,681 15.6 % 72

Coverage C 5k/D 1.5k 36,022 35.2 % 234,143,000 2.5 % 2,647,993 7.9 % 74

Coverage C 5k¹ 8,131 7.9 % 40,655,000 0.4 % 627,286 1.9 % 77

Coverage C 25k 13,904 13.6 % 347,600,000 3.6 % 2,229,419 6.6 % 160

Coverage C 50k 11,984 11.7 % 599,200,000 6.3 % 2,194,985 6.5 % 183

Coverage C 75k 5,826 5.7 % 436,950,000 4.6 % 1,185,201 3.5 % 203

Coverage C 100k 11,499 11.2 % 1,149,900,000 12.1 % 2,400,609 7.1 % 209

Coverage D 1.5k² 7,241 7.1 % 10,861,500 0.1 % 40 0.0 % 0

Coverage D 10k 14,782 14.4 % 147,820,000 1.6 % 161,113 0.5 % 11

Coverage D 15k 28,775 28.1 % 431,625,000 4.5 % 382,522 1.1 % 13

Coverage D 25k 546 0.5 % 13,650,000 0.1 % 18 0.0 % 0

Coverage E 25k 2,990 2.9 % 74,750,000 0.8 % 577,792 1.7 % 193

Coverage E 50k 61,482 60.0 % 3,074,100,000 32.3 % 14,260,012 42.4 % 232

Coverage E 75k 5,630 5.5 % 422,250,000 4.4 % 1,756,558 5.2 % 312

Condo Total 102,409 100.0 % 9,527,654,500 100.0 % 33,669,230 100.0 % 329

¹Policies that have a Coverage C limit of 5k and a Coverage D limit >1.5k ²Policies that have a Coverage D limit of 1.5k and a Coverage C limit >5k
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RENTER Policies In 
Force % Total Exposure % Total Written 

Premium % Total Avg Written 
Premium

Coverage C 5k/D 1.5k 16,099 38.7 % 104,643,500 6.9 % 1,187,221 20.7 % 74

Coverage C 5k¹ 3,426 8.2 % 17,130,000 1.1 % 272,346 4.8 % 79

Coverage C 25k 9,712 23.4 % 242,800,000 16.1 % 1,572,865 27.5 % 162

Coverage C 50k 6,437 15.5 % 321,850,000 21.3 % 1,207,649 21.1 % 188

Coverage C 75k 2,045 4.9 % 153,375,000 10.2 % 431,278 7.5 % 211

Coverage C 100k 3,836 9.2 % 383,600,000 25.4 % 797,601 13.9 % 208

Coverage D 1.5k² 4,845 11.7 % 7,267,500 0.5 % 0 0.0 % 0

Coverage D 10k 7,149 17.2 % 71,490,000 4.7 % 80,036 1.4 % 11

Coverage D 15k 12,852 30.9 % 192,780,000 12.8 % 177,904 3.1 % 14

Coverage D 25k 610 1.5 % 15,250,000 1.0 % 0 0.0 % 0

Renter Total 41,555 100.0 % 1,510,186,000 100.0 % 5,726,901 100.0 % 138

¹Policies that have a Coverage C limit of 5k and a Coverage D limit >1.5k ²Policies that have a Coverage D limit of 1.5k and a Coverage C limit >5k
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Risk-Transfer Limits

Contract Year Contract Limit
Rate On Line

(ROL) Premium

April 1, 2012 Traditional Reinsurance

Contract #A (1/1/2012 - 12/31/2012) $655,220,000 8.1500% $53,400,430

Contract #A1 (1/1/2012 - 12/31/2012) $400,000,000 7.5000% $30,000,000

Contract #A2 (1/1/2012 - 12/31/2012) $200,000,000 6.2000% $12,400,000

Contract #A3 (1/1/2012 - 12/31/2012) $250,000,000 6.0000% $15,000,000

Contract #B (4/1/2012 - 12/31/2013) $1,251,464,950 5.5000% $68,830,572

Total Traditional Reinsurance $2,756,684,950 6.5162% $179,631,002

Traditional Reinusrance Percent Change from Previous Year -4.94% -2.90% -7.70%

Transformer Reinsurance
Contract #1 (8/2/2011 - 8/8/2014)  2 $150,000,000 7.78% $11,670,000
Contract #2 (2/7/2011 - 2/15/2015) 2 $150,000,000 8.39% $11,533,500

Total Transformer Reinsurance $300,000,000 $23,203,500

Total Risk-Transfer $3,056,684,950 $202,834,502

Traditional Reinsurance

January 1, 2012 Contract #3  (1/1/2011 - 3/31/2012) $500,000,000 6.2000% $31,000,000

Contract #4 (65% placed)  (1/1/2011 - 3/31/2012) $650,000,000 5.5000% $35,750,000

Contract #4a (5% placed)  (4/1/2011 - 3/31/2012) $50,000,000 5.5000% $2,062,500

Contract #A (1/1/2012 - 12/31/2012) $655,220,000 8.1500% $53,400,430

Contract #A1 (1/1/2012 - 12/31/2012) $400,000,000 7.5000% $30,000,000

Contract #A2 (1/1/2012 - 12/31/2012) $200,000,000 6.2000% $12,400,000

Contract #A3 (1/1/2012 - 12/31/2012) $250,000,000 6.0000% $15,000,000

Total Traditional Reinsurance $2,705,220,000 6.6395% $179,612,930

Traditional Reinusrance Percent Change from Previous Year -6.72% -1.06% -7.71%

Transformer Reinsurance
Contract #1 (8/2/2011 - 8/8/2014) 2 $150,000,000 7.78% $11,670,000

Total Risk-Transfer $2,855,220,000 $191,282,930

Traditional Reinsurance

2011 Contract #1 (1/1/2011 - 12/31/2011) $200,000,000 8.1500% $16,300,000

Contract #2  (1/1/2011 - 12/31/2011) $1,300,000,000 7.5000% $97,500,000

Contract #3  (1/1/2011 - 3/31/2012) $500,000,000 6.2000% $31,000,000

Contract #3a  (1/1/2011 - 12/31/2011) $200,000,000 6.0000% $12,000,000

Contract #4 (65% placed)  (1/1/2011 - 3/31/2012) $650,000,000 5.5000% $35,750,000

Contract #4a (5% placed)  (4/1/2011 - 3/31/2012) $50,000,000 5.5000% $2,062,500

Total $2,900,000,000 6.7108% $194,612,500

Traditional Reinusrance Percent Change from Previous Year -7.13% -6.24% -12.92%

Transformer Reinsurance
Contract #1 (8/2/2011 - 8/8/2014) 2 $150,000,000 7.78% $11,670,000

Total Risk-Transfer $3,050,000,000 $206,282,500

Historical Risk-Transfer Costs
California Earthquake Authority
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Contract Year Contract Limit
Rate On Line

(ROL) Premium

2010 Contract #1 $202,500,000 9.2500% $18,731,250

Contract #2 $1,000,000,000 8.5500% $85,500,000

Contract #3 $275,000,000 7.7000% $21,175,000

Contract #4 $300,000,000 6.8000% $20,400,000

Contract #5 (97.10% placed) $200,000,000 6.5000% $12,623,000

Contract #6 (94.05% placed) $250,000,000 6.2500% $14,695,313

Contract #7 (79.62619% placed) $1,150,000,000 5.5000% $50,363,565

Total $3,122,526,185 7.1573% $223,488,128

Percent Change from Previous Year 0.73% 13.96% 14.79%

2009 Contract #1 $500,000,000 7.7500% $38,749,846

Contract #2 $500,000,000 6.9999% $34,999,384

Contract #3 $200,000,000 5.9600% $11,920,000

Contract #4 $100,000,000 5.8000% $5,800,000

Contract #5 $200,000,000 5.5400% $11,080,000

Contract #6 $200,000,000 5.3100% $10,620,000

Contract #7 Backup Reinsurance for Transformer $250,000,000 6.9900% $17,475,000

Contract #8 $650,000,000 4.9938% $32,460,000

Contract #9 Backup Reinsurance for Transformer $400,000,000 6.6500% $26,600,000

Contract #10 $100,000,000 4.9938% $4,993,846

Total $3,100,000,000 6.2806% $194,698,076

Percent Change from Previous Year 85.96% -26.36% 5.71%

(Combined base & 
Supplemental)

Base-Limits

2008 Combined Reinsurance Contract #1 $300,000,000 9.8000% $29,400,000

Combined Reinsurance Contract #2 $1,367,000,000 8.2500% $112,777,500

Total $1,667,000,000 8.5289% $142,177,500

Percent Change from Previous Year -11.58% 5.77% -6.48%

2007 Collateralized Reinsurance Contract (2006-2007) $350,000,000 6.9500% $24,325,000

Reinsurance Layer 1 $150,000,000 15.0000% $22,500,000

Reinsurance Layer 2 $50,000,000 12.5000% $6,250,000

Collateralized Reinsurance Contract (2007) $125,000,000 11.5000% $14,375,000

Reinsurance Layer 3 $20,000,000 11.0000% $2,200,000

Reinsurance Layer 4 (79.45953% placed) $1,200,000,000 7.1000% $0

Reinsurance Layer 5 (79.47738% placed) $298,000,000 6.2000% $0

Total $1,885,356,952 8.0639% $152,033,760

Percent Change from Previous Year 7.37% 24.19% 33.33%
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Contract Year Contract Limit
Rate On Line

(ROL) Premium

2006 Collateralized Reinsurance Contract (2005-2006) $300,000,000 7.0000% $21,000,000

Collateralized Reinsurance Contract (2006-2007) $350,000,000 6.9500% $24,325,000

Collateralized Reinsurance Contract $30,000,000 6.8000% $2,040,000

$680,000,000 6.9654% $47,365,000

Base-Limit Coverage Reinsurance Contract $1,076,000,000 6.0000% $64,560,000

Insurance In Force Adjustment $2,100,000

Total $1,756,000,000 6.4935% $114,025,000

Percent Change from Previous Year 17.07% 5.83% 23.89%

2005 Collateralized Reinsurance Contract (2005-2006) $300,000,000 7.0000% $21,000,000

First Transformer Layer (2004-2005) $150,000,000 7.2500% $10,875,000

MLCRC First Reinsurance Layer $550,000,000 5.7500% $31,625,000

$1,000,000,000 6.3500% $63,500,000

Second Transformer Layer (2004-2005) $200,000,000 5.5000% $11,000,000

MLCRC Second Reinsurance Layer $300,000,000 4.3500% $13,050,000

$500,000,000 4.8100% $24,050,000

Insurance In Force Adjustment  1 $4,484,662

Total $1,500,000,000 6.1356% $92,034,662

Percent Change from Previous Year 0.00% -8.51% -8.51%

2004 MLCRC First Reinsurance Layer $700,000,000 7.8500% $54,950,000

First Transformer Layer (2004-2005) $150,000,000 7.2500% $10,875,000

MLCRC Second Reinsurance Layer $150,000,000 6.3500% $9,525,000

$1,000,000,000 7.5350% $75,350,000

Second Transformer Layer (2004-2005) $200,000,000 5.5000% $11,000,000

MLCRC Third Reinsurance Layer $300,000,000 4.7500% $14,250,000

$500,000,000 5.0500% $25,250,000

Total $1,500,000,000 6.7067% $100,600,000

Percent Change from Previous Year -2.47% -6.40% -8.72%
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Contract Year Contract Limit
Rate On Line

(ROL) Premium

2003 MLCRC Coverage A $600,000,000 8.8000% $52,800,000

MLCRC Coverage B $400,000,000 7.2500% $29,000,000

$1,000,000,000 8.1800% $81,800,000

Transformer Layer $200,000,000 5.5000% $11,000,000

MLCRC Coverage C $338,000,000 5.1500% $17,407,000

$538,000,000 5.2801% $28,407,000

Total $1,538,000,000 7.1656% $110,207,000

Percent Change from Previous Year -21.98% 6.99% -16.53%

2002 First Aggregate $1,433,620,000 7.2500% $82,187,450

First Aggregate ($200M part of) $1,433,620,000 7.1400% $14,280,000

First Aggregate ($100M part of) $1,433,620,000 5.9900% $5,990,000

$1,433,620,000 7.1468% $102,457,450

Second Aggregate $537,607,500 5.5000% $29,568,413 2

Total $1,971,227,500 6.6976% $132,025,863

Percent Change from Previous Year 0.00% -13.69% -13.69%

2001 First Aggregate $1,433,620,000 8.5000% $96,357,700

First Aggregate ($200M part of) $1,433,620,000 7.5000% $15,000,000

First Aggregate ($100M part of) $1,433,620,000 5.9900% $5,990,000

$1,433,620,000 8.1854% $117,347,700

Second Aggregate $537,607,500 6.6250% $35,616,497

Total $1,971,227,500 7.7598% $152,964,197

Percent Change from Previous Year -21.43% -17.31% -35.03%

2000 First Aggregate $1,433,620,000 8.5000% $104,857,697

First Aggregate ($200M part of) $1,433,620,000 7.5000% $15,000,002

$1,433,620,000 8.3605% $119,857,699

Second Aggregate $1,075,215,000 10.7500% $115,585,613

Total $2,508,835,000 9.3846% $235,443,311

Percent Change from Previous Year 0.00% 3.02% 3.02%
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Contract Year Contract Limit
Rate On Line

(ROL) Premium

1999 First Aggregate $1,433,620,000 11.0000% $157,698,200

No Claims Bonus Paid to CEA ($28,970,456)

Exposure Adjustment ($15,769,820)

Revised ROL and Premium $1,433,620,000 7.8792% $112,957,924

Second Aggregate $1,075,215,000 10.7500% $115,585,613

Total $2,508,835,000 9.1095% $228,543,537

Percent Change from Previous Year 0.00% -23.56% -23.56%

1998 First Aggregate $1,433,620,000 14.3750% $206,082,875

No Claims Bonus Paid to CEA ($22,687,734)

Revised ROL and Premium $1,433,620,000 12.7925% $183,395,141

Second Aggregate $1,075,215,000 10.7500% $115,585,613

Total $2,508,835,000 11.9171% $298,980,754

Percent Change from Previous Year 16.13% -4.19% 11.27%

1997 First Aggregate $1,433,620,000 14.3750% $206,082,875

No Claims Bonus Paid to CEA ($14,430,600)

Revised ROL and Premium $1,433,620,000 13.3684% $191,652,275

Second Aggregate (1/1/98 - 3/31/98) $1,075,215,000 10.7500% $28,896,403

Second Aggregate (7/1/97 - 12/31/97) $716,810,000 10.7500% $38,528,538

Second Aggregate (4/1/97 - 6/30/97) $358,405,000 10.7500% $9,632,134

10.7500% $77,057,075

Total $2,160,430,000 12.4378% $268,709,350

1 Based on IIF of $198,926,424,765 at 12/31/05
2 Twelve month annualized premium
3 Includes average limit for Second Aggregate of $716.810M
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	PUBLIC NOTICE
	5. Mr. Richison will present and seek Board approval of a proposed reinsurance contract for the CEA risk-transfer program for 2012; Mr. Richison will also seek Board approval for prospective, additional transformer reinsurance contracts in 2012.
	6. Chief Communications Officer Chris Nance will provide the Board with an update on the CEA’s Marketing Value Program (MVP).
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