
HOW DID WE GET HERE?

Texas: Mold’s Ground Zero



Texas Accounted for the Vast 
Majority of New Mold Cases in 2001
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Tx: # of claims by size of 
claim
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Tx: Est. Incurred Loss & 
ALAE
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Small Claim < $4,999

Cumulative through 01:Q4
TOTAL: $1.007 billion

31% of the claims account 
for 76% of the losses



TX: Estimated Total Number 
of Mold Claims
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Source: Texas Department of Insurance; Insurance Information Institute estimates.

The number of mold claims rose 
1,306% between  2000:I and 2001:IV



TX: Mold Claim Frequency*
(# claims per 1,000 policyholders)
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The frequency of mold claims rose 
1,286% between  2000:I and 2001:IV



TX: Average Cost Per Mold Claim*

$13,719
$15,402

$24,024

$28,061

$36,213 $34,538

$0

$5,000

$10,000

$15,000

$20,000

$25,000

$30,000

$35,000

$40,000

00:Q1 00:Q2 00:Q3 00:Q4 01:Q1 01:Q2

*Includes loss and loss adjustment expenses.
Source: Texas Department of Insurance; Insurance Information Institute estimates.

The average cost of mold 
claims rose number of mold 
claims rose 152% between  

2000:I and 2001:II



TX: Average Cost per Policyholder
Due to Mold (per year)
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The average cost per policyholder 
increased 1,805% between  2000:I 

and 2001:III



TX: Cumulative Total Losses from 
Mold Claims*
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Source: Texas Department of Insurance; Insurance Information Institute estimates.

Mold claim costs rose 
560% in 2001 vs. 2000

$ Millions



Texas: Territories where cost 
is above the state average

Source: Texas Department of Insurance.
Insurance Information Institute.
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Texas: # of Claims per 1000 
insured

Source: Texas Department of Insurance.
Insurance Information Institute.
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Texas: Avg. Cost per Mold 
Claim ($000)

Source: Texas Department of Insurance.
Insurance Information Institute.
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$50
$45 $43 $41 $41 $39

$28 $27 $27
$21

$15

$0

$10

$20

$30

$40

$50

$60

Cor
pus

 C
hris

ti
Bea

umon
t

Aus
ton

Lar
ed

o
Hou

sto
n

Stat
ew

ide
W

ich
ita

 Fall
s

Abil
en

e
Amar

illo
For

t S
toc

kto
n

El P
aso

Th
ou

sa
nd

s

Why do claims in Corpus Christi cost 
more than 3 times as much as El Paso?



Impacts on Affordability
and Availability

Real Consequences for 
Homeowners & Housing Markets



Average Expenditures on 
Homeowners Insurance: US
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Average HO expenditures rose 
by 1.5% in 2000;

Up 6.0% in 2001;7.0% in 2002



Average HO Premium by 
Region, 2000

Source:  Conning & Co.
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States With Highest HO-3
Insurance Premiums
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California is 9th at $578 and climbing



States with Highest 
Premium/Income Ratios*
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*As a % of the median family of 4’s income, 1998.
Source: NAIC, Insurance Information Institute

HO insurance is very affordable, 
consuming less than 0.9% of the 

typical family’s income nationally, 
but nearly twice that in TX!



States with Lowest 
Premium/Income Ratios
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Will mold make HO insurance less 
affordable in these states too?



Consumers Can’t Afford Mold, 
Neither Can Insurers



P/C Net Income After Taxes
1993-2001 ($ Millions)
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2001 was the first year ever 
with a full year net loss



($60)

($50)

($40)

($30)

($20)

($10)

$0

$10
19

75
19

76
19

77
19

78
19

79
19

80
19

81
19

82
19

83
19

84
19

85
19

86
19

87
19

88
19

89
19

90
19

91
19

92
19

93
19

94
19

95
19

96
19

97
19

98
19

99
20

00
20

01

Underwriting Gain (Loss)
1975-2001

Source:  A.M. Best, Insurance Information Institute

$ 
B

ill
io

ns

P-C insurers paid $53 billion more in claims 
& expenses than they collected in premiums 

in 2001
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Underwriting losses in homeowners 
insurance from 2000 to 2002 alone are 

estimated at $19.0 billion, 14.5% above the 
$16.6 billion in 9/11 property losses.
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Homeowners Combined Ratio
Combined Ratio

Sum of Losses + Expenses + Policyholder Dividends 
divided by Premiums

Interpretation:

On average, homeowners insurers paid out $1.18 for 
every $1.00 they took in between 1991 and 2001

Source: AM Best, Ins. Info. Inst.



Abuse of the Tort System



Cost of U.S. Tort System
($ Billions)

Source:  Tillinghast-Towers Perrin; Insurance Information Institute estimates for 
2001/2002 assume tort costs equal to 2% of GDP. 2005 forecasts from Tillinghast.
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Tort costs consumed 2.0% of GDP annually on average since 1990, 
expected to rise to 2.4% of GDP by 2005!

Tort costs equaled $636 per person in 2000!

Expected to rise to $1,000 by 2005



Average Jury Awards
1994 vs. 2000
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General abuse of tort system has created 
ideal environment for growth of mold suits


