Thursday, March 13, 2025 at 14:58:42 Pacific Daylight Time

Subject: RE: State Farm Letter Responding to 3/11/2025 Proposal

Date: Thursday, March 13, 2025 at 1:13:37 PM Pacific Daylight Time
From: Wells, Vanessa

To: Wang, Lucy

CC: Martinez, Michael, McKennedy, Nikki, Pam Pressley, David Grow

Deputy Commissioner Wang, | have consulted with my client, and State Farm General provides this
response to your email of 7:35 this morning:

We understand the difficult decision the Commissioner has to make and all that he is balancing. Your
response this morning was surprising and concerning. It is surprising in its assertions and concerning
given the implications for our customers and for the insurance market in California. State Farm
operates with integrity, and we take great issue with any suggestion to the contrary. State Farm
General Insurance Company (State Farm General) stands behind the information we provided directly
to the Commissioner; that information clearly demonstrates the significantly weakened financial
condition of State Farm General and the need for this interim rate. Your own department agrees with
that statement as do other official and respected sources who evaluate State Farm General’s financial
strength and claims paying ability, including the Illinois Department of Insurance (SFG’s domestic
solvency regulator) and external rating agencies.

We posit the following unequivocal truths regarding State Farm, which numerous independent entities
clearly establish, regarding State Farm General’s concerning financial condition. Over the last several
months, State Farm General has engaged in conversations with the CDI and State Farm General’s
domiciliary financial solvency regulator to educate on State Farm General’s financial condition.
Commissioner Lara himself expressed concern after reviewing State Farm General’s most recently filed
annual statement; he noted the need to strengthen surplus and the RBC ratio. As we have shared
numerous times, State Farm General’s RBC ratio has triggered company action level and is on the cusp
of triggering regulatory action level. This is despite the RBC ratio being calculated BEFORE taking into
consideration the losses from the California wildfires. The CDI’s own Financial Analysis Division is fully
aware of State Farm General’s financial condition. In fact, CDI staff recommended approval, and
Commissioner Lara specifically noted he believed there was support for interim rate pending a full rate
hearing. Without rehashing all the information already provided, you are well aware of copious
documentation provided through SERFF to justify State Farm General’s financial position and
externally also well aware of the fact that an independent third party, S&P Global Ratings, who rates
the company’s financial health, has placed State Farm General’s financial strength rating on a credit
watch with negative implications. They indicated their review process could result in lowering the
current rating by multiple notches. This decision follows an earlier downgrade of State Farm General’s
financial strength rating by AM Best in March 2024. These official sources and clear transparency on
our part strongly refute the assertion about it being hard to determine what is truth and what is
fiction.

We understand there may be differences of opinion but we will not accept impugnment of State

Farm’s credibility, reputation, and character based on a false narrative of a lack of transparency and
doubt as to the credibility of our financial statements and related information.
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Regarding reported comments by an individual no longer associated with State Farm, we disavow any
suggestion of 'manipulation’ or using policy renewals as a 'bargaining chip.' As the facts above
highlight, State Farm General's actions and communications are grounded in forthrightly explaining
economic realities and the difficult choices before us.

We again urge that you adopt the CDI team’s recommendation. If the Commissioner’s decision has
been made, we are similarly situated to move ahead with our necessary actions to address State Farm
General’s financial stability. Our goal continues to be a sustainable California insurance marketplace, a
goal on which we hope we continue to be aligned. We look forward to hearing the Commissioner’s
decision by close of business today.

From: Wang, Lucy <Lucy.Wang@insurance.ca.gov>

Sent: Thursday, March 13, 2025 7:34 AM

To: Wells, Vanessa <vanessa.wells@hoganlovells.com>

Cc: Martinez, Michael <Michael.Martinez@insurance.ca.gov>; McKennedy, Nikki
<Nikki.McKennedy@insurance.ca.gov>; Pam Pressley <pam@consumerwatchdog.org>; David Grow
<david.grow.jhns@statefarm.com>

Subject: Re: State Farm Letter Responding to 3/11/2025 Proposal

[EXTERNAL]
Dear Ms. Wells,

The Commissioner is disappointed with State Farm's response, especially in light of the
following news he has been reading and inundated with by others. Here is a brief sample:

https://abc7.com/post/state-farm-exec-haden-kirkpatrick-fired-secret-recording-appears-show-
discussing-rate-hikes-socal-wildfires/16003843/

ABC Los Angeles: State Farm exec fired after secret recording appears to show him discussing rate hikes

LOS ANGELES (KABC) -- A State Farm executive has been fired after apparently making comments about the
insurance company's recent rate hikes following the devastating SoCal wildfires.

In a shocking turn of events, Haden Kirkpatrick was fired after an undercover video appears to show him talking about
rate hikes. What's worse -- the comments were made in reference to fire victims in the Pacific Palisades.

"Where the Palisades are, there should never be houses built there in the first place, where people want to be built in
areas where they have natural areas around them for their ego. But they're also... its a (expletive) desert," Kirkpatrick is
heard saying in the recording.

Kirkpatrick was a vice president for innovation and venture capital at State Farm. According to reporting from the L.A.
Times, he was recorded during a Tinder date - saying that a request for rate hikes was "kind of" orchestrated "but not in

the way you would think."

In the video, he appears to describe a bargaining situation with the department of insurance. He describes a final
bargaining chip of threatening to cancel policies.
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https://www.latimes.com/business/story/2025-03-07/state-farm-executive-haden-kirkpatrick-fired-
after-saying-rate-hikes-are-orchestrated

https://www.latimes.com/business/story/2025-03-10/state-farm-seeks-emergency-rate-hike-
amid-questions-over-finances-fire-response

https://www.sfchronicle.com/california/article/state-farm-insurance-video-20210883.php

At this juncture, given State Farm's continued claims, the reality is it needs to provide
stronger documentation of its financial condition. It is hard to distinguish between what is
truth and what is fiction. This is the information that the Department has asked for, and not
received, since State Farm filed its rate applications in June.

As discussed many times, the Commissioner needs to balance his dual responsibilities to
both consumers and a stable insurance market. If State Farm cannot help achieve this
balance, then an expedited rate hearing may be the only answer. Please consider the above
and let me know if State Farm has any further input before the Commissioner issues his
decision. Thank you.

Sincerely yours,

Lucy Wang

Lucy F. Wang

Deputy Commissioner / Special Counsel
California Department of Insurance
1901 Harrison Street

Oakland, CA 94612

Email: lucy.wang @insurance.ca.gov

Office: 415.538.4377

Fax: 510.238.7830
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From: Wells, Vanessa <vanessa.wells@hoganlovells.com>

Sent: Wednesday, March 12, 2025 10:09 PM

To: Wang, Lucy <Lucy.Wang@insurance.ca.gov>

Cc: Martinez, Michael <Michael.Martinez@insurance.ca.gov>; McKennedy, Nikki
<Nikki.McKennedy@insurance.ca.gov>; Pam Pressley <pam@consumerwatchdog.org>; David Grow
<david.grow.jhns@statefarm.com>

Subject: RE: State Farm Letter Responding to 3/11/2025 Proposal

Deputy Commissioner, Thank you for such an immediate response. I have consulted with my
client. SFG leadership earnestly and urgently urges that foregoing completion of the announced
nonrenewals, given existing dire circumstances as we have worked to explain, would be contrary
to the prudent management of the company and would further jeopardize its future in this State.
The Commissioner has underscored his interest in the measures SFG is taking to shore up SFG’s
financial strength. These specifically-tailored non renewals announced in March, 2024 are an
essential, indispensable component of those measures, along with additional rate—which, as our
discussions show, could be approved tomorrow. Neither is sufficient alone. One results in a
reduction in PML —a measurable reduction in risk exposure —which (aside from reducing risk)
creates a meaningful impact on reinsurance costs. The other supports rate adequacy, which is
fundamental and crucial to any insurance product, thereby constituting a crucial first step to
eventually restoring SFG’s financial strength. Following extensive consideration and
reconsideration of the request to suspend the remaining non-renewals necessary to adjust the
book, in light of the realities explained in this note and throughout the process, and for the sake
of our policyholder group as a whole, we must respectfully decline this condition. We have
labored to provide alternatives, specifically offering the SFG companion policy to any non-
renewed policyholder selecting a FAIR Plan policy. SFG looks forward to receiving the
Commissioner’s decision on its emergency rate request tomorrow so that it can plan accordingly.

Vanessa Wells
Partner

Hogan Lovells US LLP
855 Main Street

Suite 200

Redwood City, CA 94063

Tel: +1 650 463 4000
Direct:  +1 650 463 4022
Fax: +1 650 463 4199
Email:  vanessa.wells@hoganlovells.com

www.hoganlovells.com
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Please consider the environment before printing this e-mail.

From: Wang, Lucy <Lucy.Wang@insurance.ca.gov>

Sent: Wednesday, March 12, 2025 6:33 PM

To: Wells, Vanessa <vanessa.wells@hoganlovells.com>

Cec: Martinez, Michael <Michael Martinez@insurance.ca.gov>; McKennedy, Nikki
<Nikki.McKennedy @insurance.ca.gov>; Pam Pressley <pam@consumerwatchdog.org>; David
Grow <david.grow.jhns @statefarm.com>

Subject: Re: State Farm Letter Responding to 3/11/2025 Proposal

[EXTERNAL]

Dear Ms. Wells,

| appreciate the additional information. Given we are talking about the last 11,000 non-
renewals, the Commissioner believes State Farm can forgo moving forward with these. We
have an order prepared and can issue that tomorrow. It includes all the interim rate
increases recommended by the Department with an effective date of June 1, 2025. We
appreciate all the efforts that have gone into reaching this point. We are close to reaching
an agreement that is good for State Farm’s customers and for California’s insurance
market. | don’t have any further questions at this time and ask State Farm to consider the
Commissioner’s request to hold off on these last 11,000 non-renewals.

Thank you.

Sincerely yours,

5 0f 13


mailto:Lucy.Wang@insurance.ca.gov
mailto:vanessa.wells@hoganlovells.com
mailto:Michael.Martinez@insurance.ca.gov
mailto:Nikki.McKennedy@insurance.ca.gov
mailto:pam@consumerwatchdog.org
mailto:david.grow.jhns@statefarm.com

Lucy Wang

Get Outlook for i0S

From: Wells, Vanessa <vanessa.wells@hoganlovells.com>

Sent: Wednesday, March 12, 2025 6:18:58 PM

To: Wang, Lucy <Lucy.Wang@insurance.ca.gov>

Cc: Martinez, Michael <Michael Martinez@insurance.ca.gov>; McKennedy, Nikki
<Nikki.McKennedy @insurance.ca.gov>; Pam Pressley <pam@consumerwatchdog.org>; David
Grow <david.grow.jhns@statefarm.com>

Subject: RE: State Farm Letter Responding to 3/11/2025 Proposal

Dear Deputy Commissioner,

As you requested, I have found some further details regarding the non-renewals announced in
2024. Originally, SFG announced 29,764 non-renewals. Of these, 12,677 were completed.
1875 non-renewals were suspended due to moratorium bulletins issued by the Commissioner in
2024 (I believe Bulletins 2024-12 and 2024-13). State Farm subsequently suspended 4,196 non-
renewals in LA County. ((Note that a non-renewal can only issue as to the next renewal
following a voluntary or mandatory suspension.) This leaves 11,016 non-renewals not impacted
by voluntary or mandatory suspension, as described in my earlier email.

As before, SFG remains alert to any further questions you may have on this critical matter.

Vanessa Wells
Partner

Hogan Lovells US LLP
855 Main Street
Suite 200
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