AMENDED IN SENATE APRIL 9, 2002

SENATE BILL No. 1763

Introduced by Senator Ortiz

February 21, 2002

@n act to add Sections 790.20 and
2071.2 to the Insurance Code, relating to insurance.

LEGISLATIVE COUNSELS DIGEST
SB 1763, as amended, Ortiz. Insurance: mold damage study
Existinglaw provides that the Department of Insurance is responsible
for regulating the business of insurance in this state.

This bill would requwe—tuhe—departmem—m—eensbﬂ%aﬂen—wﬁh the

%he—l:egn&ta%u%e—by—;lﬁly&—zeOSny property or I|ab|I|ty insurance

policy issued, amended, or renewed on or after January 1, 2003, to
cover mold as an ensuing loss. The bill would provide, however, that
insurers could exclude mold as a noncovered peril if the insurer states
the exclusion in clear, explicit, and understandable terms. The bill
would require an insurer or its representative, agent, claims handler,
expert, or adjustor to disclose immediately all relevant information to
an insured if mold is implicated, likely is present, or result from a claim
and to inform an insured when mold is reasonably believed to have
ensued from a covered loss

Vote: majority. Appropriation: no. Fiscal committee:—ye®.
State-mandated local program: no.
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OCO~NOUITRA,WNE

The people of the State of California do enact as follows:

SECHON-I-—Fhe Department-efHnasuraneetn-eoensultation

SECTION 1. Section 790.20 is added to the Insurance Code,
to read:

790.20. (a) In addition to any other duty or obligation
required by law, if an insurer or its representative, agent, claims
handler, expert, or adjustor has reason to suspect that mold is
implicated or likely to be present or result from a given claim, it
shall immediately disclose all relevant information to the insured.

(b) In addition to any other duty or obligation required by law,
an insurer has a duty to inform the insured whenever mold is
reasonably believed to have ensued from a covered loss.

SEC. 2. Section 2071.2 is added to the Insurance Code, to
read:

2071.2. (a) Any property or liability insurance policy issued,
amended, or renewed on or after January 1, 2003, in this state by
any insurer shall cover mold as an ensuing loss.

(b) Insurersmay exclude mold as a noncovered peril. However,
if an insurer intends to exclude mold as a noncovered peril, the
insurer shall state the exclusion clearly, explicitly, and in readily
understandable terms.

Wl%h—the—Depaquem—ef—Gens&meFA#ams—FepFesthaWes of
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1 departmentshallreportitsfindingsandrecommendations-to the
2 Legistatore by July1-2003.
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