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This SB 254 Report is submitted to Governor Gavin Newsom andthe Legislature pursuant to

Public Utilities Code section 719, and in compliance with Government Code section 9795.A one-

page summaryof the Report has beendistributed to Membersof the Legislature via e-mail, with

instructions on accessing an electronic copy of the full Report at this link: SB 254 Natural

Catastrophe Resilience Study | CA Wildfire Fund. The full Report has also been delivered to the

following:

Secretary of the Senate Chief Clerk of the Assembly Legislative Counsel

Erika Contreras Sue Parker Cara L. Jenkins

The State Capitol, Room 307 The State Capitol, Room 319 925 L Street, Suite 900

Sacramento, California95814 Sacramento, California95814 Sacramento, CA 95814

About the California Earthquake Authority (CEA)

CEA is a privately funded, publicly managed instrumentality of the State, created by the

Legislature in the mid-1990sto assist in restoring the residential property insurance market during

a period of instability following the 1994 Northridge earthquake. CEA insures nearly 1 million

California homes against damage from earthquakesand has approximately $20 billion in claim-

paying capacity. CEA’s mission includes a commitmentto earthquake education and seismic

mitigation, accomplished througha retrofit grant program that has helped close to 40,000

California homeownersstrengthentheiragainst earthquake damage.

In 2019, the Legislature tapped CEAto act as the Administrator of the Wildfire Fund, a $21 billion

claim-paying fund that insures California’s three large investor-ownedelectric utility companies

(l1OUs)for liabilities arising from wildfires ignited by |OU equipment. The Wildfire Fund was

established through the leadership of Governor Gavin Newsom andthe Legislature under AB 1054

(2019, Assemblymembers Holden, Burke, Mayes; Senators Dodd and Hertzberg).

In 2025, the Legislature assigned CEAthe task of conducting this Study and reporting on options

to enhancenatural catastropheresiliency while meeting California’s climate change and clean

energy goals. CEA’s dual roles as both an active participant in the property insurance market and

as Administrator of the Wildfire Fund, allow CEAto bring a uniquely balanced perspective to the

SB 254 Study.
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Executive Summary

caLironnia
CEAAUTHORITY™ Administrator

California has a long history of setting and achieving ambitious policy objectivesto drive

economic prosperity and growth to meetthe needsof Californians. The State’s current high

priority needsinclude:

e Affordable, safe, reliable, and clean energy, provided by stable utilities able to do their part to

help California meetits long-range climate and energy goals;

e Access to arobust, competitive, and fairly regulated property insurance market able to meet

the recovery promisefor all policyholders; and,

e Safe, catastropheresilient communities.

Natural catastropheresiliency dependson a healthy insurance market, fiscally sound utilities, and

sustained investmentin risk reduction. Climate changeis intensifying pressure onall three of

theseresiliency objectives.

Climate changeis driving increased catastrophic wildfire risk,

compoundedbyforest fuel buildup after decadesof

aggressive fire suppression. California’s insurance marketis

not meeting the needsof the most vulnerable regions of the

State. At the same time, the state’s electric utilities must

balance among competing imperatives: delivering safe,

reliable, clean, and affordable energy across a vast geographic

landscape; bearing the constitutional obligation to payforall

property damagefrom wildfires ignited by utility equipment

regardless of fault; and financing the grid improvements

required to meet the State’s ambitious climate and clean

energy goals. At the center of these pressures are California

consumers who need and deservethelevelof affordability

necessary to achieve the California promise of abundance

and prosperity.

Enhancing California’s

catastropheresiliency,

while remaining

committedto long-range

climate adaptation and

clean energygoals,will

require integrated

solutions that cut across

all elements of

governmentalandprivate

sector interests. In short, a

Whole of Society approach

to catastropheresiliency.

The Legislature and Governor requested this report in September 2025 for one simple reason—

there are no easy answers to achieving these objectives. There are, however, a rangeof available

options that will enhance California's catastropheresiliency over the near and long term. The

research and analysis undertaken as part of this Study yielded a range of Policy Pathways,

Strategies, and Options that will advancethe natural catastropheresiliency goals of SB 254.

This Reportfirst provides background and context as a foundation for a candid assessmentof

California’s current catastropheresiliency. After acknowledging the costof inaction, the Report

sets out Policy Pathways, Strategies, and Options for the Governor and Legislature to consider.



 SB 254 STUDY REPORT

The Policy Pathways range from more narrowly focused opportunities to address specific

challenges, to more transformational solutions that tackle an array of interconnected policy

issues but carry significant capitalization and financing requirements. No Pathwayincludes the

option to simplyfail to act. Failing to act will comeat a significant cost. This Report seeks to

quantify, to the extent possible, the Cost of Inaction as a baseline against which to measure the

costs of solutions discussed within each Pathway.

Pathways to Catastrophe Resiliency

Pathway 1 - Commit to Community Wildfire Risk Reduction builds on the foundational work

and investments California has made on landscape-scale fire managementand resiliency and

focuses on the need to bring targeted intensity to protecting communities mostatrisk for

conflagrations. This Pathwaysets forth Strategies and Optionsto:

e Establish statewide coordination for community wildfire mitigation;

e Stimulate community and home-levelrisk reduction to acknowledge the shared responsibility

for wildfire risk reduction and communityresiliency; and,

e Continue to prioritize electric utility safety and accountability by maintaining high-quality

infrastructure safety.

Pathway 2 - Equitably Allocate Catastrophe Burdensoffers options to implement balanced and

equitable changes to the systems weuseto socialize catastrophe lossesin ways that help achieve

existing and important societal objectives, including long-range clean energy and climate goals,

and a strong and accessible residential property insurance market. This Pathway sets forth

Strategies and Optionsto:

e Strengthen access to property insurance through enhancementsto regulatory innovations that

will improve insurance rate adequacy and industrystability;

e Address and solidify the FAIR Plan in the face of its unsustainable growth;

e Reform electric utility liability to rebalance costs between ratepayers, shareholders, and the

broader public; and,

e Improve compensation mechanismsforsurvivors of utility-caused wildfires.

Pathway 3 - State Roles for Addressing Catastrophe Resiliency pivots to opportunities to

consider more transformational changes by examining creative structures used around the world

through whichtheState stepsin to fill protection gaps that exist with existing loss management

systemsto achieve equitable allocations of catastrophe expenses, This Pathwaysets forth

Strategies and Optionsto:

e Establish a role for the State in financing catastrophe risk and recovery; and,

e Creating pathways and vehicles for funding community wildfire mitigation investments.

This call to action rests on the undeniable reality that climate change is accelerating, increasing

the frequency and destructive force of natural catastrophes and conflagrations. Building on the

Legislature’s and Governor’sinitiatives to address these complex, interrelated challengesis

essential to enhancing California’s catastrophe resiliency.
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