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Fungus And Bacteria Exclusions Increase
Potential Markets '

accordi 1 j j ﬂ
necor ]_:?i gzrgzvﬁ e]é)vgr/(l;);ikahllifémegcaﬂ Risk Manage- ® Water or high humidit
e Sesourees Network , fungus and bacteria combined with drywal ang
< - exc usions have Incre: (Sle _the potential mar!{et for envi- other common buildin
A —— LI00-fol since 2004. Most independent materials will produce ;nolg
ooruncs agents Compeﬁt%ve g:zat opportunity to increase their growth within three days
teome, create vantage and provide value to .
expli}estiv;zesf%ggil :;mdld2001_1 insurance companies reacted to an
explosion of {c C mak claims by universally excluding any loss
; ‘a speck of fungus_a_nd bacteria in all commercial
and personal lines insurance policies. Fungus and mold exclu-
sions are essentially pollution exclusion on steroids. As a rec ul
of these extremely onerous exclusions, any firm that has 1511 t
exposures related to water damages or bacteria outbreaks Ocsls
specially adapted environmental insurance to fill the COVI;: Z
%fps in all property and 1i'abi1ity insurance contracts. Universgal
ngus and‘bacterla exclusions drove the need for complex envi-
ronmental insurances from the country’s worst hazardﬁus ﬂVé
sites to Joe the plumber on Main Street, U.S.A., and Wﬁﬁ :
stakeholder in commercial property. 7 e
- According to research conducted by ARMR.Network, bef
nsurance companies universally excluded fungus and bact ria
loss§s, they were incurring losses from these sources a i
Hﬁatmg the frequency and severity of the peril fire. To hggoxéjt
;ftli Iélold—-lrglated loss exposure into perspective, about 4,000 cir——
ed mold remediation firms perform about 350,000 mold-
relate(_:l damage restorations each year. | 0
ins}fVlth this many technically uninsured mold losses, many
rance agents and consumers are lucky that claims adjust
and restoration contractors tend to avoid the “m” word in {*:1 ms
scenarios 1nstead choosing to code losses as water dama 31?15
expediency (even when mushrooms are growing on th ge11 ;
few days after the fire was put out). - S
the’}‘h_ls sicatus quo works for many insurance consumers until
the ;;sda bz;%i host;, in wlillch czi_se the claims adjuster may decide
e mold exclusion to the letter. F
The Appellate Court of Illinois, Second Distri ey o
for American Family Mutual Insurance Co1 S;[.::Ct s o
fully denied mold damages as a result of a cove?eeg fgilz }IIOS;C?E;

case follo : - .
e WS a ?zllt%onal tn?nd — 1nsurance companies are almost INsurance agents.
ys successful in denying mold-related losses under these far

Most agents picked up on
the need for environmental
coverage for mold remediators
once fungus exclusions were
}‘ntroduced. However, very few

connected the dots” to identify
general contractors, plumbers,
I‘OOfE:I‘S, glazers, drywall con- DBEEENHEEE: ASSN
rooters, glazers, drywal con . AN
HVA? contrfctox?;, apartx%lem}: Pavid Dybdabl
complex owners, condominiums, food services vend -
{__)llzrs, health—ca{'e providers, shopping centers, Ozlij:li 816111')3
enders, comm(?r(:lal and office buildings as needing custom%z ci
environmental insurance to fill the coverage gaps that exist ‘3

To illustrate this point, last year ARMR.Net’s largest report-
;?uﬁgld_rdazf‘l los; Snras $10,000,000. The loss was%ausedpg; a

mber installing 200 toilets as part of an apartment 1
project. Six months after the project’s c et v other
totlet was leaking because of apﬁl.J25 wa; 132511? g;:lfl izzg fgﬁg
C§US6d a $100,000 remediation problem. These leaks triggered
the pollution exclusion, the fungus exclusion and the bagte 1
exclusion in all of the policies carried by the stakeholders in tll;ia
project. Workmg with a retail insurance agent, ARMR.Net lrrz;u:le
prloralz}lre_d_ the bu.lldmg’s: owner a specially adapted environmen-
tal lLiability policy which included no-fault coverage for th
restoration costs and loss of rents. The customized AgRMR N 3
policy paid to limits, but the owner was still short $6 000‘006(;
on the' property loss before the toxic mold bodily injury claim
rolled in from the tenants. The allocated premium foJr tgis ro'?
;(;11:1 :?ﬁegoa tContractorfl Poilution Liability policy for eitheli tlie

ntractor or the plumber would :
hundreds of dollars. Neitll?ler firm had th};savfo?eizsgfeig 1111;3:1 e
which 1s certainly not a good customer service scenario forpthe?;
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reaching exclusions.
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® [he exclusions cut through all th
e .
property and liability pOIigcies_ coverage parts in both the
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