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Agenda

Causes and Economic Impact of the 
2025 Eaton and Palisades Fires

Key Trends and challenges in the 
California Insurance Market

Risk Mitigation Strategies for clients

Best Practices for advising clients

Shifting Climate of Insurance Industry and 

E&S Market
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Diablo and Santa Ana Winds
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Background on wildfires

• Dry Weather and High Winds

• Population density

• Wildland Urban Interface (WUI)
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Factors contributing to California's wildfire risk

Source: The California Department of Forestry and Fire Protection, https://www.fire.ca.gov/  

Palisades Fire

Acres Burned 23,707

Structures Destroyed 6,800+

Structures Damaged 973

Ignition 1/7/2025 (10:30 am)

Eaton Fire

Acres Burned 14,021

Structures Destroyed 9,400+

Structures Damaged 1,074

Ignition 1/7/2025 (6:18 pm)
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Elevated Wildfire Risk Areas
Wildfire Risk Scores, Urban Conflagration, and high-risk zones

• Wildland Urban Interface  WUI-

– Zone of transition between unoccupied land and human 
development

– Where structures and human development meet with wildland 
or vegetative fuels

– Over 60,000 communities in the US are at risk for WUI fire 
activity

– In order of risk – California, Texas, Floria, North Carolina, and 
Pennsylvania

– WUI zones are expanding by 2 million acres annually
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Elevated Wildfire Risk Areas
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Elevated Wildfire Risk Areas



Marsh & McLennan Insurance Agency LLC

Current Wildfire Events
Overview of the January 2025 Wildfires
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Historic Catastrophic Losses
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Economic Impact
Projected Industry Loss: $30- $40 B
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Insurance Industry Considerations
Factors that could increase losses relative to initial estimates

• Auto may be a larger than average driver given wealth concentration

• Additional living expenses and business interruption loss will be significant

• Potential for public adjuster engagement/ partial losses

• Demand surge for specialist and artisan contractors and building materials

• Insurance Commissioner Ruling on Advanced Payments Insurance Bulletin

https://www.insurance.ca.gov/0250-insurers/0300-insurers/0200-bulletins/bulletin-notices-commiss-opinion/upload/Bulletin-2025-2-Wildfire-Consumer-Protections-and-Advanced-Payments.pdf
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Insurance Industry Considerations
Factors that could mitigate losses relative to initial estimates

• Underinsurance and self insurance for Wildfire 

Peril 

• Potential subrogation against third parties

• Heavy use of sub-limits for wildfire

• Restrictive terms and conditions for living 

expenses

• Potential for cash settlements in lieu of rebuilding
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Insurance Market Response
Shift towards Excess and Surplus Market, and CA Fair Plan
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California Fair Plan

• The California FAIR Plan Association was 

established to meet the needs of California 

homeowners unable to find insurance in the 

traditional marketplace

• The FAIR Plan is a syndicated fire insurance 

pool comprised of all insurers licensed to 

conduct property/casualty business in CA.

• Established in 1968
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* Source, The California Fair Plan. www.cfpnet.com
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California Fair Plan
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Legal and Regulatory Considerations

Inverse Condemnation Doctrine 

for Utilities

•  Liable regardless of negligence

• CA is the only state where inverse 

condemnation applies

AB1054 Wildfire Fund

• Pacific Gas and Electric Company

• Southern California Edison

• San Diego Gas and Electric 

• $14.7B of Capitalization 12/12/24

.



Looking Forward—

Anticipated changes for insurance industry

Importance of risk management strategies

Future trends in wildfire risk/ insurance coverage
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Wildfire Risk Mitigation Strategies
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Wildfire Risk Mitigation Strategies
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Wildfire Defense Programs
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• Comprehensive Programs to Monitor, Alert, and Protect 

your Home before, during and after

• Prevents out of pocket expenses

• Professional Fire Fighter Deployment

• Removal of combustible materials around perimeter

• Sprinklers, or spraying of heat-absorbing fire-blocking 

gel



MarshMMA.com

A business of Marsh McLennan

This document is not intended to be taken as advice regarding any individual situation and should not be relied upon as such. Marsh & 

McLennan Agency LLC shall have no obligation to update this publication and shall have no liability to you or any other party arising out of 

this publication or any matter contained herein. Any statements concerning actuarial, tax, accounting or legal matters are based solely on 

our experience as consultants and are not to be relied upon as actuarial, accounting, tax or legal advice, for which you should consult your 

own professional advisors. Any modeling analytics or projections are subject to inherent uncertainty and the analysis could be materially 

affected if any underlying assumptions, conditions, information or factors are inaccurate or incomplete or should change. d/b/a in California 

as Marsh & McLennan Insurance Agency LLC; CA Insurance Lic: 0H18131. Copyright © 2024 Marsh & McLennan Agency LLC. All rights 

reserved. MarshMMA.com
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