
CEA Governing Board Meeting – Minutes 1 of 10 
September 16, 2021 

DRAFT 
CALIFORNIA EARTHQUAKE AUTHORITY 

GOVERNING BOARD MEETING  
MINUTES  

Thursday, September 16, 2021 

Location: California Earthquake Authority  
Teleconference Meeting Pursuant to Governor Newsom’s Executive Order 
N-29-20, issued March 17, 2020

Members of the Governing Board in attendance:  
Mark Ghilarducci, Designee of Governor Gavin Newsom 
Michael Martinez, Designee of Insurance Commissioner Ricardo Lara  
Lisbeth Landsman-Smith, Alternate Designee for Insurance Commissioner Ricardo Lara 
Kasey O’Connor, Designee of Treasurer Fiona Ma  
Jeff Wood, Designee of Speaker of the Assembly Anthony Rendon  
Lloyd Dixon, Designee of Chair of the Senate Rules Committee Toni Atkins  

Members of the CEA staff in attendance: 
Glenn Pomeroy, Chief Executive Officer  
Tom Hanzel, Chief Financial Officer 
Shawna Ackerman, Chief Risk and Actuarial Officer  
Sonya Berry, Centralized Policy Processing Portfolio Manager  
Janiele Maffei, Chief Mitigation Officer 
Dr. Laurie Johnson, Chief Catastrophe Response & Resiliency Officer 
Michael Melavic, Chief Information Officer 
Charlotte Fadipe, Chief Communications Officer 
Sheri Aguirre, Internal Communications and Culture Advisor 
Tom Welsh, General Counsel  
Susan Johnson, Governing Board Liaison 

Also present:  
Mark Simmonds, CEA Advisory Panel Chairman 

Preliminary Matters 

1. Meeting call to order.

Chairman Ghilarducci opened the meeting at 1:02 p.m.   

Ms. Johnson took the roll and announced that a quorum was present. 

As approved by the CEA Governing Board at its meeting on December 9, 2021
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2. Consideration and approval of the minutes of the June 10, 2021 CEA Governing 
Board meeting. 
             

MOTION:  Ms. O’Connor moved to adopt the minutes of the June 10, 2021 
minutes CEA Governing Board meeting.  Mr. Martinez seconded.  The motion 
carried unanimously on a roll call vote.  
 

Priority Items 
 

3. Executive Report - Chief Executive Officer Glenn Pomeroy. 

 

Mr. Pomeroy stated that he will reserve most of his comments for later in the meeting 

during a discussion of CEA’s strategic plan and proposed policy coverage changes 

regarding CEA’s exposure growth.  

 

Mr. Pomeroy provided an update on pending federal legislation that would eliminate 

federal taxation of state-funded residential mitigation grants involving earthquakes, 

windstorms, and wildfires. The Disaster Mitigation and Tax Parity Act has bipartisan 

support in both the House and Senate and could ultimately become part of the larger 

budget bill.  

 

Mr. Pomeroy noted it will be helpful to reach out to both California Senate offices to 

encourage them to ensure the provision does not get stripped out of the budget bill. He 

further noted it will also be helpful to reach out to colleagues from other states with an 

interest in helping to promote lowering of rates for natural catastrophes. 

Questions and Discussion 

Ms. O’Connor thanked the CEA for moving forward with this very important legislation. 
The Treasurer’s Office has been talking with the California delegation on the Ways and 
Means Committee on this item. At the National Association of State Treasurers 
Conference next week, Ms. O’Connor will be sure to let other state treasurers and their 
staff know of the importance of focusing on this. 

Mr. Martinez commented on this enduring effort: Commissioner Lara will continue to 
impress upon his colleagues at the National Association of Insurance Commissioners 
(NAIC) about the importance of this legislation. 

Mr. Pomeroy expressed his thanks to the Board for its support, and to Commissioner 

Lara for supporting his leadership at the NAIC on this matter.   
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4. Advisory Panel Meeting Report – Advisory Panel Chairman Mark Simmonds will 

report on the Panel’s August 31, 2021 meeting.  

CEA Advisory Panel Chair Mr. Mark Simmonds reported that at the August meeting, Mr. 

Pomeroy provided a presentation and engaged the Panel in a discussion on the CEA’s 

challenges in managing policy and exposure growth, which has resulted in additional 

reinsurance/risk transfer needs and probable future rate increases.  

 

Mr. Simmonds noted that while the Advisory Panel acknowledges the importance of 

thinking ahead, some Panel members had concerns about the CEA’s proposed policy 

coverage contractions which were presented as a possible strategy to reduce the CEA’s 

overall risk exposure. Specifically, Mr. Simmonds noted that members were concerned 

with proposed policy reductions involving Additional Living Expense (ALE) coverage, 

and a proposed reduction in some CEA condominium policy coverages which would 

reverse product enhancements previously made. 

Chair Ghilarducci thanked Mr. Simmonds for his report.  

 

There were no questions from Governing Board members and no public comment.    

 

5. Financial Report – Chief Financial Officer Tom Hanzel. 

Chief Financial Officer Tom Hanzel reported that CEA’s available capital grew by 
approximately $100 million year-over-year.  CEA continues to meet the one-in-400-year 
return period requirement with claim-paying capacity standing at $19.7 billion through 
July 31, 2021 compared to $18.3 billion through July 31, 2020.  

Mr. Hanzel also reported that through July 31, 2021: 

• Direct premiums written were at $542 million, up 10% year-over-year. 

• Risk transfer expenses were at $290 million, up 21% year-over-year. 

• The net underwriting gain is down $28 million to $104 million. 

• Investment income is down 18% to $57 million. 

Mr. Hanzel also reported that CEA staff is planning to present at the Governing Board’s 

December meeting its recommendations regarding the selection of new integrated, 

cloud-based, investment, accounting, and compliance solution software.  

 

6. 2021 Revenue Bonds – Mr. Hanzel will present an overview of the proposed 

issuance by the CEA of its Series 2021 Revenue Bonds, and will request approval 

and adoption of a Resolution authorizing the CEA to execute all agreements and 

take all steps necessary to issue the Series 2021 Revenue Bonds. 

 

Mr. Hanzel updated the Governing Board on the CEA’s revenue bond program and 

sought approval for the issuance of additional revenue bonds. He explained that the 
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issuance of revenue bonds results in savings in risk transfer/reinsurance costs for the 

CEA and its policyholders, noting that revenue bonds provide diversification and help 

support the CEA’s claim-paying capacity. Mr. Hanzel further noted:  

 

• The 2021A bonds, which help preserve the second Industry Assessment Layer, 
have an approximately two-month maturity, and are limited to $300 million.  
 

• 2021B bonds are longer-term with maturities from two to six years, help  
build claims-paying capacity and provide permanence to the CEA structure.     

 

Additionally, the $400 million in proceeds from the Series 2021B bonds, when and if 

issued, will result in significant savings in risk transfer/reinsurance costs for CEA. Mr. 

Hanzel concluded by stating that the CEA continues to receive strong financial ratings 

from the rating agencies.  

 

Mr. Martinez made the motion to approve the revenue bond issuance. The motion was 

seconded by Ms. O’Connor. There were no questions and no public comment. The 

motion was approved unanimously on a roll call vote. 

 

7. 2021 CEA Mid-Year Budget Revisions – Mr. Hanzel will present and seek 

approval of Mid-Year Revisions to CEA’s Insurance Services and 

Mitigation Budgets. 

 

Mr. Hanzel asked the Governing Board to approve the mid-year budget revisions, 

adding that by statute, CEA cannot spend more than 6% of written premium on statutory 

expenses.  

 

CEA is looking at a reduction of about $400,000 in statutory expenses and seeking an 

increase of $63 million for non-statutory expenses. He stated that the CEA’s Insurance 

Services Budget and Mitigation budgets are both under budget, while expenses for 

reinsurance/risk transfer have increased due to the CEA’s growth and an increase in 

producer compensation expenses.  

 

MOTION: Ms. O’Connor moved to adopt and approve the 2021 CEA Insurance 

Service Mid-Year Budget Revision as presented in Attachment A of the Board 

materials.  Mr. Martinez seconded.  There was no public comment on the motion. 

The motion carried unanimously on a roll call vote.  

 

8. Strategic Plan – Mr. Pomeroy will provide an update on the continued development 
of the CEA’s new Strategic Plan.  
 

Mr. Pomeroy provided an update on the continued development of the CEA’s new 

Strategic Plan noting that the CEA has made an effort “to be intentional about what our 
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mission is” and to be “clear, straightforward and honest.” He then shared with the 

Governing Board the proposed Mission and Vision statements: 

The working Mission Statement: 

To be a guaranteed source of earthquake insurance for the customers of our 
Participating Insurers. 

The working Vision Statement: 

To be a sustainable component of California’s readiness to recover and rebound 
from damaging earthquakes. 

Mr. Pomeroy reviewed the goals, which address the following: 

• Insurance function 

• Leadership regarding loss control, including mitigation projects 

• Organizational readiness including workforce diversity, talent, and creativity 

He concluded that the tactical plan to support the mission and vision statements will be 

presented to the Governing Board at its December meeting.  

 
Questions and Discussion 

 

Mr. Martinez applauded the progress made and commented that he looks forward to 

reflecting on the Strategic Plan and talking with CEA staff and hearing stakeholder 

input. 

 

Chair Ghilarducci said the strategic planning document will be a “great road map” in 

helping to manage the CEA’s growth and related challenges.  

 
9. Coverage Contractions – Mr. Pomeroy, supported by CEA senior staff, will 

present and seek approval to implement during 2022 the contraction and/or 
elimination of several optional levels of residential earthquake insurance 
coverages currently offered by the CEA.  
 

Mr. Pomeroy began by stating that proposed coverage contractions is a “challenging 

topic” and “perhaps, my biggest challenge as CEO.”  

 

He provided a history of the CEA which was created by the California Legislature 

following the historic Northridge earthquake in 1994.  That earthquake resulted in $40 

billion in damage and led to a near shutdown of the state’s real estate market when 

private homeowners insurance companies effectively stopped writing homeowners 

insurance in California to avoid the mandatory obligation to offer to write earthquake 

insurance. The CEA was established in January 1996 to address the post Northridge 

earthquake real estate and homeowners insurance availability crises.  
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Presently the CEA has 1.1 million policyholders, $600 billion in total insured value, and 
$19.7 billion in claims-paying capacity.  Mr. Pomeroy said that CEA still performs the 
vital functions for which it was established 25 years ago: 

• Stabilize California’s homeowner insurance market 

• Facilitate the state’s residential real estate market 

• Provide guaranteed access to a residential earthquake insurance policy to the 
customers of CEA’s Private Insurers (PIs) 

California is home to two-thirds of the nation’s earthquake risk and CEA is by far the 

largest provider of earthquake insurance in the United States; larger than the next nine 

writers combined. “We take on more earthquake insurance than any other company 

would even contemplate.”. 

Because of the CEA’s policy and insured value exposure growth, especially over the 

last 5 years, CEA is now facing strong financial headwinds as it is forced to purchase 

significant amounts of risk transfer/reinsurance to meet its claim-paying capacity 

requirements. Because of that increasing need, CEA finds itself in the position of having 

to significantly raise rates, which will result in higher insurance premiums for CEA 

policyholders over the next 5 years.  

 

Breaking down even further, Mr. Pomeroy stated that at the CEA’s current pace, it 

would need an additional $6 billion of risk transfer/reinsurance in the next 5 years and, 

as a result, could need to increase its rates by about 70 percent to cover the additional 

risk transfer/reinsurance costs. “We have exhausted the amount of risk transfer that is 

available to us at a cost our policyholders can afford,” Mr. Pomeroy stated.  

 

With that background, Mr. Pomeroy laid out for the Governing Board members a series 

of proposals that would possibly restructure some CEA policy coverage options to place 

a greater emphasis on insuring the repair and reconstruction of earthquake damaged 

homes, while attempting to maintain stable, affordable policy premiums.  

 

Mr. Pomeroy referred to his series of proposals as coverage contraction options. They 

are:  

• Eliminate the 5 percent deductible for all policies, but leave intact the 10,15,20 
and 25 percent policy deduction options. 
 

• Reduce maximum limits on Personal Property coverage (Coverage C). 
 

• Reduce condominium policy coverages.     
 

• Eliminate Masonry Veneer home and Breakables coverage.  

Mr. Pomeroy said the coverage contraction proposals would reduce by $2 billion the 

amount of reinsurance needed by the CEA in the future, noting that CEA would wind up 
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with a policy containing less coverage than we currently offer, but much more coverage 

than we were created to offer. Implementation of the proposals would help to keep 

future CEA rates and premiums “relatively stable.”  

The CEA is cognizant of the impact of these changes. The biggest impact comes from 

the personal property reduction. About 40% of policyholders would not have as much 

coverage as they currently do, although they would pay less premium. 

Mr. Pomeroy concluded by stating that the CEA team has reached out to various CEA 
stakeholders, noted below, to make them aware of the proposals and to seek their input 
and feedback. 

• CEA Advisory Panel 

• Consumers and Consumer Groups 

• Participating Insurers 

• Agents 

• Trade Associations (PIFC, AICPA, PADIC, RAA, CBIA) 

• Legislative Staff 

Mr. Pomeroy added he had recently spoken to the Consumer Federation of America 

and their leader expressed strong concern about some of the coverage reductions. After 

hearing feedback from a wide variety of stakeholders, the CEA decided not to propose a 

reduction in additional living expenses 

Lastly, he stated, “we believe these proposals would be a good step for the Governing 

Board to take as we continue to tackle these challenges.” 

Questions and Discussion 

Ms. O’Connor thanked Mr. Pomeroy and the CEA team for its hard work in coming up 

with the coverage contraction proposals. She said the possibility of a 70 percent CEA 

rate increase over the next 5 years is “unconscionable” and said she would support 

rolling back some CEA policy to keep rates affordable. “We need to remember that the 

legislative intent (in creating the CEA) was that earthquake insurance needs to be 

affordable.” She encouraged the CEA team to continue to consider “unique and 

innovative” approaches and “be more proactive and less reactive” and on behalf of the 

Treasurer she encouraged the Board to take prompt and decisive action for the benefit 

of California consumers. 

Mr. Dixon asked whether inflationary factors with respect to housing value increases 

had been taken into account in the CEA rate increase projections and asked if CEA 

personal property coverage limits could be left intact if they were priced accordingly. Mr. 

Pomeroy answered that inflation comes in regarding the premium as the cost of 

reconstruction rises. Regarding the second question: the more coverage a policyholder 

buys, the higher the premium. 
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Ms. Ackerman elaborated on Mr. Pomeroy’s answers: the Premium Increase Projection 
chart is inflation-adjusted and assumes about a 4% annual inflation. The first chart, Rate 
Increase Projection, does not contain inflation rates. Premium pricing of Coverage C 
does have a significant price differential, as indicated by Mr. Pomeroy. Rolling back the 
coverage is essentially intended to mitigate exposure and to slow demand. We could 
possibly look into allocating reinsurance more heavily on some of the higher limits, but 
that has its own challenges. 

Mr. Hanzel added that we are trying to solve a number of different factors, one of which 
is the absolute amount of reinsurance limit available. Even if we charge a lot for it, there 
is only a finite amount of reinsurance limit available. 

Mr. Martinez stated that he was not prepared to support any element of the staff 
recommendation at this time. Last June, he had recommended, with the Governing 
Board’s support, that the CEA staff commence an extensive strategic planning process 
to address the organization’s sustainability challenges including the effects of 
policyholder growth, the risk transfer capacity need and rates, and policy premium 
pricing and options for CEA policyholders balanced with adequate and fair coverage 
and all other strategic considerations. Mr. Martinez had expected then that there would 
be extensive discussion on many of these potential options, several that extend beyond 
what we are seeing here today in this agenda item. 

Mr. Martinez acknowledged that CEA staff had put a lot of time and effort into this 
planning effort to date. However, today’s staff recommendation to contract existing 
coverage for policyholders, plus the most recently approved rate increase, focus 
exclusively on having consumers – meaning current and prospective policyholders – 
meet the organization’s need for additional capital. 

Mr. Martinez believed that we should be looking at other options, including reanalyzing 
our foundational assumption for the amount of capital needed. More work needs to be 
done and it needs to be more holistic. We need to have simultaneous analysis on the 
various strategic levers being explored that are not being discussed today or voted 
upon. We need to have wider, more transparent outreach to interested stakeholders 
given this important endeavor. We need to ensure that we are putting everything on the 
table. This is a pivotal time in this organization’s history to reassess and refresh our 
strategic direction, so we can continue to provide for our policyholders, current and 
prospective. 

Chair Ghilarducci noted that the CEA has built its rate structure and claim-paying 
capacity to meet a 1-in-400-year earthquake event, and that the Governing Board has 
not extensively discussed whether that is realistic target. Such a discussion is affected 
by the increasing cost of rebuilding, the crisis in housing availability, and the rising cost 
of housing in the state. Chair Ghilarducci expressed concern that this trajectory will 
result in only the wealthy being able to afford earthquake insurance, and outcome that is 
unacceptable. This is a core equity issue that may not have been contemplated in the 
1990s when the CEA was formed. 
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Chair Ghilarducci suggest that instead of striving for the highest financial strength rating 
and maintaining capacity for a 1-in-400-year event, the Board should look at the science 
and trade-offs around that. For example, reducing aggregate claim-paying capacity to a 
1-in-300-year or 1-in-250-year level may a more realistic and equitable way to price 
CEA coverage. Taking some extra time to look more broadly at these issues and trade-
offs will benefit the Board’s deliberations. He stressed that from an equity standpoint, 
the Board should want to provide earthquake insurance to the greatest number of 
people in the state. The people most impacted by disasters are those of middle or lower 
income – the underserved in our communities. He recommended that the CEA should 
make that a foundational consideration in seeking to maintain affordable coverage. 

Ms. O’Connor wholeheartedly agreed that this needs to be equitable; but expressed 
concerns with timing and the potential adverse consumer impacts from extensive delays 
while considering the best level of claim-paying capacity, particularly the risk that a 
further rate increase will be required that will make coverage less affordable for the 
communities the Board seeks to protect. She repeated her recommendation that the 
Board take decisive action as soon as prudent. 

At the conclusion of this discussion, Chair Ghilarducci recommended that the Governing 

Board put a pause on the staff recommendations on coverage contractions, subject to 

reconsideration at a subsequent meeting.  He encouraged Mr. Pomeroy and the CEA 

team to look at more foundational aspects that might lead to changes in the strategic 

proposals.  Mr. Ghilarducci also agreed with Mr. Martinez that CEA should broaden its 

outreach to CEA stakeholders for their input and feedback. 

No motion was put forward on this item, and thus no action was taken by the Board. 

Public Comment 

Mark Sektnan, Vice President of State Relations for the American Property Casualty 
Insurance Association, stated that their members understand the financial challenges 
the CEA is facing with respect to increasing policy counts and exposures, and rising 
costs associated with securing and maintaining their rate capital and risk transfer 
capacity necessary to fulfill policy obligations. APCIA looks forward to continuing to 
work with CEA to identify a solution that balances meeting the needs of policyholders 
and PIs and helps to achieve the CEA’s vision to be a sustainable component of 
California’s readiness to rebound from damaging earthquakes. APCIA is supporting the 
federal bills mentioned by Mr. Pomeroy in his report that would make mitigation efforts 
non-taxable. 

Dennis Burke, Reinsurance Association of America, agreed with Mr. Sektnan’s 
statements. He added that in the past, the CEA has released information regarding the 
return periods in comparison to the “layer cake” of funds-paying capacity, and that 
information would be useful to share to show how the current claims-paying layers stack 
up against the various return periods that are under consideration. 
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10. Consent Calendar – Mr. Pomeroy will seek Board approval of all of the 

following CEA business and contracting items on the Consent Calendar, as fully 
described in the meeting materials:  
 

A. Annual Renewal of CEA’s Business Insurance Coverages.  
B. Expansion of Professional Services Agreement with CASK NX, LLC to implement 

ServiceNow™ licensed software to replace the CEA’s IT Department ticketing 
system.  

C. Renewal of Software License for Data Visualization and Mapping 
Software (SpatialKey™) used by the CEA’s GIS team.  

 

Questions and Discussion 

 

MOTION: Mr. Martinez moved to adopt the business and contracting items on 

the Consent Calendar. Ms. O’Connor seconded. There was no public comment. 

The motion carried unanimously on a roll call vote.  

 

Reporting Items 

 

11. CEA’s written reports on the following items are included in the Meeting Materials, 
and CEA staff will be available at this meeting to respond to any questions or 
comments on these reports:  
 

A. Enterprise Risk Management (ERM) Program – Quarterly Report.  

B. Centralized Policy Processing (CPP) Program – Quarterly Report.  

C. Mitigation & Research Programs – Quarterly Report.  

D. Earthquake Organizational Response and Claims Planning – Quarterly Report.  

E. IT Information Security (InfoSec) Program – Report on collaboration with 

California Office of Emergency Services (CalOES) on InfoSec best practices.  

F. Communications Department – Quarterly Report.  

G. Procurement Report – First Quarterly Report on Procurement Activities.  

H. Diversity Inclusion & Belonging Advisory Council (DIBAC) – Quarterly Report. 

 
Mr. Pomeroy briefly summarized the written reports and Mr. Ghilarducci thanked the 
authors.                                          

 

Conclusion 

 

12. Public comment on matters that do not appear on this agenda and requests by 

the public that those matters be placed on a future agenda. 

 

There were no requests for public comment. 
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13. The Board will meet in closed session to discuss personnel matters, as permitted 
by Government Code section 11126, subdivision (a). 

At 3:12 p.m. the Board paused the meeting and went into closed session. 

Upon concluding the closed session, the Board reported that no reportable actions were 
taken in the closed session.   

14. Adjournment. 

Chair Ghilarducci thanked everyone and adjourned the meeting at 4:56 p.m. 
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