
Advisory Opinion 
  
Many business interruption insurance policies written in the State of California provide coverage 
for lost income due to civil authority shutdowns and do not contain exclusions for viruses or 
pandemics.      
  
It has come to the attention of my office that all carriers are denying coverage under civil authority 
provisions with the defense that the COVID-19 civil authority orders were made for the sole 
purpose of enforcing social distancing and not because the coronavirus is causing a dangerous 
property condition in the area. Insurers have sent denial letters throughout the State of California, 
and around the nation, based on the allegation that the coronavirus does not cause a loss or damage 
to property. After our review of the civil authority orders issued by the Mayor of San Francisco, 
London N. Breed, among others, and relevant case law, including the Pennsylvania Supreme 
Court’s recent opinion on the matter, I provide this advisory opinion that such a standing is 
meritless,  has no support in law or in fact, and constitutes an act of bad faith in violation California 
law, particularly under the Fair Claims Settlement Practices Regulations, Cal. Code Regs. Tit 10 
§2695.1, Cal. Code Regs. Tit 10 §2695.5, Cal. Code Regs. Tit 10 §2695.7, and Cal. Code Regs. 
Tit 10 §2696.9. 
 

1. “WHEREAS, this order and the previous orders issued during this emergency have 
all been issued because of the propensity of the virus to spread person to person and 
also because	the virus physically is causing property loss or damage to its 
proclivity to attach to surfaces for prolonged periods of time;” San Francisco 
Mayoral Proclamation dated February 25, 2020.  
 

2. For the purposes of determining physical loss or damage of property, California 
and neighboring Courts have found that coverage is triggered when there is an 
alteration to property, even if invisible to the naked eye or not structural, that 
prevents the ordinary intended use of the property.	See MRI Healthcare Ctr. of 
Glendale, Inc. v. State Farm Gen. Ins. Co., 187 Cal. App. 4th 76 (2010);	See also 
e.g. Cooper v. Travelers Indem. Co. of Illinois, 2002 WL 32775680 (N.D. Cal. 
2002);	See also Ward General Ins. Services, Inc. v. Employers Fire Ins. Co.,	114 
Cal.App.4th 548 (2003); and	See	also	Oregon	Shakespeare	Festival	Ass’n	v.	Great	
Am.	Ins.	Co.,	No.	1:15-cv-01932-CL,	2016	WL	3267247,	at	*5-6	(D.	Or.	June	7,	
2016). 

3. “The specific disasters in the definition of ‘natural disaster’ themselves lack  
commonality, as while some are weather related (e.g., hurricane, tornado, storm), 
several others are not (tidal wave, earthquake, fire, explosion) . . . the only 
commonality among the disparate types of specific disasters referenced is that they 
all	involve “substantial damage to property, hardship, suffering or possible 
loss of life.” In this respect, the COVID-19 pandemic is of the ‘same general 
nature or class as those specifically enumerated,’ and thus is included, rather 
than excluded, as a type of ‘natural disaster.’”	See Friends of DeVito v. 
Wolf,	No. 68 MM 2020 (Pa. Apr. 13, 2020) 



This office takes no position regarding any other potential defenses within insurance policies, but 
I provide this opinion to address this matter with insurers that have accepted policies premiums 
from businesses in California for civil authority coverage.  
 
 


