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Councilman Brian Maienschein
202 C Street
San Diego, CA 92101

Re: Request for Legal Opinion of the General Counsel of the California Department of
Insurance Regarding Application of California Insurance Code Section 2015.5(c)

Dear Councilmember Maienschein:

Thank you for your letter of February 25, 2008 requesting that I provide a legal opinion on the
following three questions regarding the application of California Insurance Code Section
2051.5(c):

1. Does replacement cost insurance provide coverage if a homeowner decides to purchase an
already built home at a new location?

2. If a homeowner has an extended or guaranteed replacement cost policy and rebuilds in a new
location, is the homeowner entitled to the “extended” or “guaranteed™ portion of the coverage?

3. If a homeowner purchases a home at a new location for less than the cost to rebuild at the
original location, is the homeowner entitled to recover the full amount it would cost to rebuild at
the original location?

Below are my responses pursuant to Insurance Code Section 12921 9." This letter does not
establish an agencv guideline, criterion, bulletin, manual, instruction, order, standard of general

! Insurance Code § 12921.9 provides:

(a) A letter or legal opinion signed by the Commissioner or the Chief Counsel of the Department of Insurance
that was prepared in response to an inquiry from an insured or other person or entity and that discusses
either generally or in connection with a specific fact situation the application of the Insurance Code or
regulations promulgated by the commissioner shall be made public. The department may redact the name,
address, policy number, and other identifving information regarding a particular insured or other person or
entity from the letter or legal opinion when it is made public.

{b) A letter or legal opinion made public pursuant to this section shall not be construed as establishing an

agency guideline, criterion, bulletin, manual, instruction, order, standard of general application, rule, or
regulation, as those terms are described in Sections 11340.5 and 11342.600 of the Government Code.
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application, rule, or regulation, as those terms are described in Sections 11340.5 and 11342.600
of the Government Code.

1. Statutory Interpretation

The starting point of the analysis is the language of the statute. A statute must be read as a
whole, its parts in the context of the entire statute. If, based on these principles of statutory
construction, the language is clear, there is no need to look beyond the statute to its legislative
history.”

Insurance Code Section 2051.5 addresses the measure of indemnity under a fire insurance policy.
Subsection (a) defines replacement cost and spells out the process by which a homeowner
recovers replacement cost:

Under an open policy that requires payment of the replacement cost for a loss, the
measure of indemnity is the amount that it would cost the insured to repair, rebuild, or
replace the thing lost or injured, without deduction for physical depreciation, or the
policy limit, whichever is less. If the policy requires the insured to repair, rebuild, or
replace the damaged property in order to collect the full replacement cost, the insurer
shall pay the actual cash value of the damaged property, as defined in Section 2051, until
the damaged property is repaired, rebuilt, or replaced. Once the property is repaired,
rebuilt, or replaced, the insurer shall pay the difference between the actual cash value
pavment made and the full replacement cost reasonably paid to replace the damaged
property, up to the limits stated in the policy.

Subsection (c)., to which your letters refer, addresses replacement cost where a homeowner
chooses to replace at a new location:

In the event of a total loss of the insured structure, no policy issued or delivered in this
state may contain a provision that limits or denies payment of the replacement cost in the
event the insured decides to rebuild or replace the property at a location other than the
insured premises. However, the measure of indemnity shall be based upon the
replacement cost of the insured property and shall not be based upon the cost to repair,
rebuild, or replace at a location other than the insured premises.

? See, e.g, Bonnell v. Medical Board (2003) 31 Cal.4th 1255, 1261 (“[w]e begin our discussion with the oft-
repeated rule that when interpreting a statute we must discover the intent of the Legislature to give effect to its
purpase, being careful to give the statute's words their plain, commonsense meaning”); Kavanaugh v. West Sonoma
County Union High School Dist, (2003) 29 Cal.4th 911, 919 (“[i]f the language of the statute is not ambiguous, the
plain meaning controls and resort to extrinsic sources to determine the Legislature’s intent is unnecessary™);
Diamond Multimedia Sys., Inc. v. Superior Court (1999) 19 Cal.4th 1036, 1047 (when the stamtory language is
unambiguous, “*we presume the Legislature meant what it said and the plain meaning of the statute governs™);
Carrisales v. Dep’t of Corrections (1999) 21 Cal.dth 1132, 1135 (statutory language is not considered in isolation;
we “instead interpret the statute as a whole, so as to make sense of the entire statutory scheme™).
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