CASE STUDY

Palomar Specialty Utilizes the AIR Flood Model to
Develop Risk-Based Pricing in California
Palomar Specialty Insurance Company is a California-based insurer and a leading
provider of catastrophe insurance for personal and commercial property. Their team
has decades of insurance and claims expertise and prides itself on using this expertise to
develop customized coverage options for their clients. As managing flood risk becomes
increasingly important to their customers, Palomar has sought to broaden their insurance
offering to include a flood insurance product that was affordable, profitable, and
actuarially sound. To help determine the pricing for this new flood coverage, Palomar
sought a robust modeling solution they could rely on to set appropriate risk premiums.
Palomar Specialty chose the AIR Inland Flood Model for
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Palomar Specialty has a wealth of experience leveraging
technology and catastrophe analytics to automate our
earthquake and wind products. Flood Guard is a natural
extension of our analytical approach in developing new
products that resonate with agents and property owners.
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– Mac Armstrong, CEO
Palomar Specialty

Flood Guard will also pay up to $50,000 in Loss of Use
coverage for living arrangements for families while their
home is being repaired, whereas NFIP policies do not cover
loss of use.

As a policy is being quoted, Palomar can quickly see a
location’s risk of experiencing significant flood losses and
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“

CONCLUSION
Using AIR’s flood model to accurately assess a home’s flood
We are extremely pleased to become the first admitted
insurance company to successfully launch a standalone residential flood insurance product in California.
Historically, the insurance industry has struggled to develop
new products for hazards such as flood. That has changed
with the introduction of AIR’s innovative new flood model
for the U.S. Now there’s a credible probabilistic model
in the market that enables Palomar to thoughtfully and
competitively price a flood insurance product in the private
market.

risk, Palomar is offering homeowners in California a new
kind of flood coverage, one that goes far beyond what
they could otherwise obtain from the NFIP. Palomar is able
to provide a superior level of protection while maintaining
sound limits on its overall exposure to this increasingly
important peril.
Today, the flood model enables Palomar to grow its
business while improving the resilience of homeowners
throughout California who face potential losses from
floods. It provides them with greater confidence that their

– Jon Christianson, Chief Operating Officer
Palomar Specialty

trusted team of underwriters is making the right decisions
when providing coverage for this challenging peril. Based
on their successful experience with the flood model,
Palomar will continue to expand their use of this powerful
tool to find opportunities to provide coverage to more
homeowners throughout the country.
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ABOUT PALOMAR SPECIALTY INSURANCE COMPANY
Palomar Specialty Insurance Company (www.PalomarSpecialty.com) is a leading insurer that focuses on catastropheexposed residential and commercial property lines of business. Palomar’s underwriting and analytical acumen allow
it to concentrate on catastrophe insurance products including residential and commercial earthquake, multi-peril
homeowners, residential hurricane and commercial business written on an “all-risk” basis in select hurricane
exposed states. Based in La Jolla, California, the company is an admitted carrier in 23 states. Palomar Specialty has
an A.M. Best financial strength rating of “A-” (Excellent).

ABOUT AIR WORLDWIDE AIR Worldwide (AIR) provides catastrophe risk modeling solutions that make
individuals, businesses, and society more resilient. AIR founded the catastrophe modeling industry in 1987, and
today models the risk from natural catastrophes and terrorism globally. Insurance, reinsurance, financial, corporate,
and government clients rely on AIR’s advanced science, software, and consulting services for catastrophe risk
management, insurance-linked securities, site-specific engineering analyses, and agricultural risk management. AIR
Worldwide, a Verisk Analytics (Nasdaq:VRSK) business, is headquartered in Boston with additional offices in North
America, Europe, and Asia. For more information visit www.air-worldwide.com
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