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Napa Quake — Losses, 
Insurance & More !

Losses from the August 24th Napa Valley, 
California earthquake will hit $2.1 billion. Insured 
losses from the quake are minor in comparison. 
In Napa just 6% of the homes and businesses in 
the area have earthquake insurance and RMS 
thinks insured losses will end up at something like $250 million.  !
Those without insurance are going to have to hope for help from the federal 
government. State and local officials have petitioned the federal government for a 
disaster declaration. Those things take time.  !
Statewide 10% have earthquake insurance. California mortgage companies do not 
require earthquake insurance so few end up making the purchase. That means when a 
quake hits, 90% are not covered. What many cannot understand is how banks let this 
continue when it leaves them so exposed.  !
For the consumer it’s a no brainer says Martin Hartley of the policy-owned insurer 
PURE. “If I have 20% equity in my home and the rest is a mortgage with a 15% 
deductible [for the earthquake policy], then I’m basically buying it for the bank and this 
impacts the decision to purchase coverage,” he said. !
CNN Money took a look at why just 10% in California have earthquake insurance and 
came to this conclusion: !

• It’s not worth the money. The deductible is usually 15% of the value of the home. 
Most homeowners will never have equity that exceeds the deductible. John Rundle 
— who is a physics professor at the University of California, Davis — told the 
website that the money spent on premiums might be better spent reinforcing or 
retrofitting their home.  

• The Housing bust hit California hard. That means many in California have very little 
equity in their homes or they’re underwater on their mortgages. They simply can’t 
afford the coverage that won’t help them anyway because of the deductible. 

• Most earthquake insurance in California is purchased through the California 
Earthquake Authority (CEA). If damages exceed the CEA’s reserves it will stop 
paying out. Well capitalized or not, that makes consumers nervous.  !!
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