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ASSEMBLY COMMITTEE ON JOBS, ECONOMIC DEVELOPMENT, AND THE ECONOMY
Carlos Villapudua, Chair
ABPCA Bill Id:AB 2996 (
Author:Alvarez) – As Amended Ver:March 21, 2024
SUBJECT:  California FAIR Plan Association
SUMMARY: The Legislature recognizes the lack of accessible property insurance in California, which poses a risk to all residents. AB 2996 proposes the association to request bonds from the California Infrastructure and Economic Development Bank (IBank) as a solution with an urgent and immediate effect upon approval.
 Specifically, this bill:  
A. Authorizes the association to request the California Infrastructure and Economic Development Bank to issue bonds, and would authorize the bank to issue those bonds.

B. This bill would declare that it is to take effect immediately as an urgency statute.
C. The California FAIR Plan Association may request the issuance of bonds by the bank to enhance the solvency of the association.

D. The bank may issue bonds pursuant to Chapter 5 (commencing with Section 63070) and may loan the proceeds thereof to the California FAIR Plan Association or use the proceeds to refund bonds previously issued on behalf of the California FAIR Plan Association.
E. Bonds issued shall not be deemed to constitute a debt or liability of the state or of any political subdivision thereof, other than the bank, or a pledge of the faith and credit of the state or of any political subdivision, but shall be payable solely from the fund and other revenues and assets securing the bonds. 
EXISTING LAW:  
A. Existing law requires the association’s plan of operation and any amendment to the plan to be approved by the Insurance Commissioner. 
B. Existing law establishes the California Infrastructure and Economic Development Bank and authorizes it to issue bonds upon request by a state entity.
FISCAL EFFECT:  Unknown
COMMENTS:  This bill is double referred to the Assembly Committee on Insurance upon passage of this Committee.
The California Infrastructure and Economic Development Bank (IBank) is a state agency that finances economic development and public infrastructure. According to IBank, Government agencies issue bonds to finance a variety of economic or public development projects for private and public entities. When investors purchase bonds, they essentially lend money to the borrower through the issuer. In return for the bond proceeds, the borrower promises to pay the investors/bondholders the principal amount plus a specified rate of interest over the life of the bonds based on the bonds debt service payment schedule. In this way, a bond is similar to a complex loan.
IBank’s conduit Bond Financing Program assists financing a variety of projects for both public and private entities throughout the state including but not limited to: Museums, Educational facilities, Performing arts centers, Research institutes, Manufacturing facilities, Airports, Mass commuting facilities, High-speed intercity rail facilities, Qualified broadband projects, Carbon dioxide capture facilities, and projects with element of housing. 
As a conduit issuer, IBank does not underwrite the bonds.  IBank issues bonds on behalf of a borrower and then lends those proceeds to that borrower. The bonds are special, limited obligations payable solely by the borrower’s payments. The borrower provides security to the bondholder and agrees to repay the bonds. IBank has a total bond activity of $51 Billion including $2.8 Billion in green and social bonds. As such, this bill provides an additional financial tool to the California FAIR Plan Association as a potential financing tool during times of emergency. 
Per the California FAIR Plan Association, implementation questions remain as to whether a public bond is the most effective and timely financing tool to address solvency issues during a catastrophic crisis such as wildfires. 
 
Author’s Comment: “With countless admitted market insurers reducing their presence here or outright exiting the market, many homeowners have turned to the FAIR Plan for homeowners’ insurance—an insurer of last resort. This has resulted in the FAIR Plan ballooning in size to a point beyond what it was created to handle, which puts it at risk of an assessment if we see a catastrophic event such as a widespread wildfire. Given the admitted market’s role as a financial backstop for the FAIR Plan in the case of an assessment, an assessment could have a far-reaching impact on the already struggling admitted market. By allowing the I-Bank to issue bonds to support the financial stability of the FAIR Plan in the case of an assessment, AB 2996 increases the financial tools available to offset the increase in exposure the FAIR Plan has taken on in the previous couple of years.”
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