
the law and procedure of insurance appraisal
the law and procedure of insurance appraisal represent critical components in resolving
disputes between insurers and insured parties regarding the value of a claim. This process is
designed to provide a structured, impartial method to determine the amount of loss or damage
covered under an insurance policy. Understanding the legal framework and procedural steps
involved in insurance appraisal is essential for policyholders, insurance professionals, and legal
practitioners. This article explores the foundational principles governing insurance appraisal,
outlines the step-by-step procedures commonly followed, and highlights key legal considerations
that influence the outcome of appraisal disputes. Additionally, the discussion addresses the roles of
appraisers and umpires, the contractual basis for appraisal, and the implications of appraisal
decisions in litigation. The comprehensive overview aims to clarify how appraisal serves as an
alternative dispute resolution mechanism within the insurance claims process.
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Legal Framework Governing Insurance Appraisal
The law and procedure of insurance appraisal are grounded in contract law and specific statutory
provisions that govern insurance policies. Typically, an insurance appraisal clause is included in
property insurance policies to provide a mechanism for resolving disputes over the amount of loss
without resorting to litigation. This clause is legally binding once invoked by either party, outlining
the rights and obligations of the insurer and insured.

Many states have codified rules that support the appraisal process, ensuring fairness and
enforceability. Courts generally uphold appraisal agreements as long as the procedure outlined in
the policy is followed correctly. The appraisal process is considered an alternative dispute resolution
method, distinct from arbitration and litigation, designed to expedite claim settlements.

Contractual Basis of Appraisal Clauses
Insurance appraisal clauses are contractual provisions that specify how disagreements regarding the
value of a loss are resolved. These clauses typically require each party to select a competent
appraiser, with both appraisers then choosing an umpire if they cannot agree. The clause outlines
the procedural steps and the binding nature of the appraisal award.



Statutory and Case Law Influences
State insurance codes and judicial decisions shape the enforcement and interpretation of appraisal
procedures. Courts often emphasize the importance of adhering strictly to the appraisal clause’s
terms and uphold appraisal awards unless there is evidence of fraud, misconduct, or gross error.

Initiating the Insurance Appraisal Procedure
The initiation of the insurance appraisal procedure occurs when either the insurer or the insured
invokes the appraisal clause due to disagreement over the amount of loss. This formal step triggers
the procedural requirements laid out in the policy and applicable law.

Proper initiation requires written notice to the opposing party, clearly stating the intent to appraise
the claim. Timing is crucial as some policies impose deadlines for requesting appraisal, and failure to
comply may result in waiver of appraisal rights.

Notice Requirements
Written notice must be delivered to ensure both parties are aware of the invocation of appraisal.
This notice typically includes a demand for appraisal, identification of the disputed loss, and a
request for selection of an appraiser.

Deadlines and Timeframes
Most insurance policies specify strict deadlines for invoking appraisal, often within a certain number
of days after notice of loss or denial of claim. Complying with these timeframes preserves the right
to appraisal and prevents forfeiture.

Role and Selection of Appraisers and Umpires
The appraisal process relies heavily on the expertise and impartiality of appraisers and, if necessary,
an umpire. Their selection and conduct are governed by the policy terms and relevant legal
standards.

Appraisers’ Qualifications and Duties
Each party appoints an appraiser who must be knowledgeable in evaluating the type of loss at issue.
Appraisers are responsible for independently assessing the damage and preparing an unbiased
estimate of the loss value.

Choosing the Umpire
If the two appraisers cannot agree on the amount of loss, an umpire is selected to resolve the



disagreement. The umpire acts as a neutral third party, often chosen by the appraisers themselves
or, failing agreement, appointed by a court or arbitrator.

Appraisers must act independently and fairly

The umpire’s decision is typically final and binding

All parties must cooperate with the appraisers and umpire

Conducting the Appraisal Process
The procedural steps in the appraisal process are designed to ensure a fair and efficient resolution
of the dispute. The process begins with the selection of appraisers and may culminate in the
appraisal award that determines the agreed value of the loss.

Inspection and Evaluation
Appraisers conduct thorough inspections of the damaged property or subject matter to assess the
extent and value of the loss. This evaluation involves reviewing documentation, repair estimates, and
other relevant evidence.

Negotiation Between Appraisers
Following their independent assessments, the appraisers confer to attempt to reach an agreement
on the value of the claim. This negotiation process is critical to avoid the need for umpire
intervention and to finalize the appraisal award efficiently.

Issuance of the Appraisal Award
Once appraisers, or the umpire if necessary, agree on the loss amount, an appraisal award is issued.
This award is typically a written document specifying the agreed value and is binding on both parties
under the terms of the insurance contract.

Legal Implications of Appraisal Decisions
The appraisal award carries significant legal weight, often binding both the insurer and insured to
the determined value of the loss. Courts generally defer to appraisal awards unless procedural
errors or improprieties are evident.

The appraisal process does not determine coverage disputes but focuses solely on the amount of
loss, which limits its scope in litigation. However, appraisal awards can affect settlement
negotiations and claims handling strategies.



Enforceability of Appraisal Awards
Appraisal awards are enforceable as contractual agreements and can be entered as judgments if
necessary. Failure to comply with the award may result in legal sanctions or court orders enforcing
the appraisal decision.

Limitations and Exceptions
While appraisal resolves valuation disputes, it does not address issues such as policy coverage,
liability, or bad faith claims. Additionally, awards may be challenged if there is evidence of fraud,
bias, or failure to follow procedural requirements.

Common Challenges and Disputes in Insurance
Appraisals
Despite its structured nature, the insurance appraisal process can encounter challenges that
complicate or prolong dispute resolution. Understanding these common issues helps parties prepare
and navigate appraisal more effectively.

Disputes Over Appraiser Selection
Disagreement may arise regarding the qualifications or impartiality of appraisers, leading to delays
or challenges to the appraisal process. Clear policy language and timely communication can help
mitigate these disputes.

Procedural Irregularities
Failure to comply with notice requirements, deadlines, or appraisal procedures can render the
appraisal award invalid or subject to legal challenge. Strict adherence to the policy terms and
applicable laws is essential.

Challenges to Appraisal Awards
Parties may attempt to contest appraisal awards on grounds of fraud, misconduct, or manifest error.
Courts generally uphold awards unless clear evidence justifies setting aside the appraisal decision.

Ensure timely invocation of appraisal rights1.

Select qualified and impartial appraisers2.

Follow procedural requirements meticulously3.



Maintain clear and documented communication4.

Seek legal advice when disputes arise5.

Frequently Asked Questions

What is the purpose of an insurance appraisal in claim
disputes?
An insurance appraisal is used to resolve disputes between the insured and insurer regarding the
value of a claim by having independent appraisers assess the damage and determine the amount
payable.

How is the appraisal process initiated under insurance law?
The appraisal process is typically initiated when either the insured or the insurer invokes the
appraisal clause in the insurance policy after a disagreement on the claim amount, requesting the
appointment of independent appraisers.

What legal standards govern the selection of appraisers in
insurance appraisals?
Appraisers must be impartial experts agreed upon by both parties or appointed by a neutral umpire
if the appraisers cannot agree, ensuring fairness and adherence to policy terms and state
regulations.

Is the appraisal award binding on both parties in an insurance
claim?
Generally, yes. The appraisal award is binding on both the insurer and insured regarding the amount
of loss, provided the process follows the policy terms and applicable laws.

Can the results of an insurance appraisal be challenged in
court?
Challenges to an appraisal award are limited and usually only possible if there is evidence of fraud,
bias, or procedural irregularities in the appraisal process.

Additional Resources
1. Insurance Appraisal Law: Principles and Practice
This comprehensive guide delves into the fundamental legal principles governing insurance
appraisal processes. It covers the roles of appraisers, umpire selection, and dispute resolution



mechanisms. The book is ideal for legal professionals and insurance adjusters who seek a practical
understanding of appraisal procedures.

2. The Law of Insurance Appraisal: Case Studies and Analysis
Focusing on real-world cases, this book analyzes landmark decisions related to insurance appraisals.
It provides detailed commentary on how courts interpret appraisal clauses and the implications for
insurers and policyholders. Readers will benefit from its blend of theory and applied law.

3. Insurance Claims and Appraisal Procedures: Legal Perspectives
This text explores the intersection of insurance claims handling and appraisal procedures,
emphasizing legal requirements and best practices. It offers guidance on drafting appraisal clauses
to avoid disputes and explains procedural steps during appraisal. The book serves as a valuable
resource for claims adjusters and attorneys.

4. Resolving Insurance Disputes Through Appraisal
Dedicated to alternative dispute resolution, this book highlights the appraisal process as a method to
resolve insurance claim disagreements. It discusses statutory frameworks, arbitration distinctions,
and strategies to manage appraisal disputes efficiently. Legal practitioners will find practical advice
to navigate appraisal conflicts.

5. Insurance Appraisal and Arbitration: Legal Frameworks and Procedures
This book provides an in-depth examination of both appraisal and arbitration in the context of
insurance claims. It compares these dispute resolution methods and outlines legal standards
governing each. The text is suited for professionals involved in insurance litigation and settlement
negotiations.

6. Drafting Effective Insurance Appraisal Clauses
Focusing on contract drafting, this book guides insurers and legal drafters in creating clear and
enforceable appraisal clauses. It highlights common pitfalls and suggests language that minimizes
litigation risks. The book is essential for policy writers and legal counsel.

7. Principles of Insurance Appraisal: A Legal and Practical Guide
Bridging theory and practice, this guide covers the essential principles underlying insurance
appraisals, including legal interpretations and procedural steps. It addresses challenges faced
during appraisals and offers solutions based on case law. Suitable for both legal professionals and
insurance practitioners.

8. Insurance Appraisal Disputes: Litigation and Resolution Strategies
This book examines the litigation aspects of insurance appraisal disputes, offering strategies for
effective courtroom and pre-trial management. It discusses evidentiary issues, motion practice, and
appellate considerations specific to appraisal conflicts. Trial attorneys will find this resource
particularly useful.

9. Understanding Insurance Appraisal Clauses: Law, Procedure, and Practice
A detailed exploration of appraisal clauses within insurance policies, this book explains their legal
basis, procedural requirements, and practical implications. It includes sample clauses and tips for
policyholders and insurers to navigate appraisal processes smoothly. The text is valuable for anyone
involved in insurance claims management.
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