Colorado May Create Last-Resort Insurance for High Wildfire Risk Homes
by Jesse Paul and Olivia Prentzel
Dec. 30, 2022 (abridged) – Some Colorado homeowners are telling state regulators and lawmakers that they can’t secure coverage for their homes because of rising wildfire risk.  State lawmakers are preparing to introduce a bill in the legislature that would create a quasi-governmental program offering basic home insurance to the growing number of Colorado homeowners who say they can’t get coverage from private companies, because the risk of wildfire is growing.
The Colorado Division of Insurance has fielded dozens of calls and emails, many of them since August, from Coloradans who say they have been turned down by private home insurers.  The situation presents the specter of financial calamity for people whose homes are their primary asset and for communities that lean on real estate as an economic engine.
Without home insurance, it’s impossible to secure a mortgage, which dramatically limits who can buy or sell a home.  There’s also immense financial risk in owning a property without insurance coverage.
The problem is especially acute in high country communities.  But Coloradans who live on the Front Range, particularly those near where the Marshall fire destroyed more than 1,000 homes in December 2021, are also reporting problems securing coverage for their properties.
“We can see the handwriting on the wall that we’re starting to have a problem,” said state Rep. Judy Amabile, a Boulder Democrat who is taking the lead on the prospective legislation, which is expected to be introduced at the Capitol after the legislature reconvenes next month for its 2023 lawmaking term. 
Colorado one of a few states that do not have a so-called home insurer of last resort, or “fair plan,” created by the government.  Michael Conway, Colorado’s insurance commissioner, said that’s because Colorado hasn’t needed one — until now. 
Colorado’s 3 largest wildfires by acreage all happened in 2020.  Before that, the 2012 Waldo Canyon fire and 2013 Black Forest fire, both in El Paso County, each destroyed 100s of homes.  Then came the Marshall fire, Colorado’s most destructive in terms of the number of homes destroyed.  More than $2 billion in insurance claims are expected to be filed in connection with the Marshall fire....
In Pitkin County, home to Aspen, Jim Kinser, an insurance broker in Steamboat Springs, said one homeowner’s coverage was not renewed by their insurance company and no other carrier would provide coverage at any price.  “It’s getting to be more and more difficult to find carriers who will say ‘yes, we’ll take it,’” Kinser said.  “And people need insurance.”
....  But the private insurance industry is urging caution, saying that if Colorado acts too fast and makes mistakes, insurance companies may pull out of the state altogether.
“The stakes are very high,” said Carole Walker, executive director of the Rocky Mountain Insurance Information Association, an industry trade group....
Given the high stakes, the debate over a state-run or state-created property insurance program could be one of the most technically complicated and politically heated policy battles at the Colorado Capitol in 2023. 
How It Works in Other States
State-run or state-created insurers of last resort started cropping up in the 1960s in coastal and urban areas where property owners faced high risks — from riots, fires and hurricanes — and couldn’t get traditional coverage from private insurance companies, said Mark Friedlander, a spokesman for the Insurance Information Institute, another insurance industry trade group. 
There are such programs in 32 states and the District of Columbia.  While each operates differently, they generally fall into 2 groups: plans subsidized by taxpayers and plans funded by private insurers. 
The plans are often costlier and offer less coverage than the average private insurance policy, Friedlander said.  “They typically do not include liability coverage, which is a component of a standard home insurance policy,” he said.  The purpose of the plans is simply to ensure that people can get some level of coverage — hence the “insurer of last resort” moniker.
Florida’s Citizens Property Insurance Corporation is the biggest state-managed property insurance program in the U.S. In August, the non-profit funded by policyholders surpassed 1 million policies and became the largest property insurer in the state.  Nearly 28 million people live in Florida. 
Homeowners are only eligible for coverage from the Citizens Property Insurance Corporation if they cannot get coverage from a Florida-authorized insurance company or if the premiums from a Florida-authorized insurance company are more than 20% higher than the premiums for comparable coverage from Citizens....
The Colorado legislature convenes for its 2023 lawmaking term Jan. 9.
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