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SUBJECT MATTER: The Appraisal Process and the Issue of Causation in
Insurance Law

I. Introduction

A. The Role of Appraisals in Property Insurance Claims

The appraisal process is a crucial component of property insurance claims, particularly when
there is a significant discrepancy in the estimated cost of repairs between the insurer and the
insured. Consider the case of a condominium damaged by a natural disaster. The insurance
company estimates the cost of repairs to be $900,000, while a public adjuster working on behalf
of the condominium's management estimates the cost at $4,000,000. This discrepancy of
$3,100,000 necessitates a deeper investigation into the causes of the damages and the extent
of necessary replacements and repairs.

B. The Appraisal Process

The appraisal process is initiated when the insured, dissatisfied with the insurer's estimate,
requests an appraisal under the insurance contract. Each party appoints an appraiser, and a
neutral umpire is appointed to make the ultimate decision on the amount of damages and what
insurance benefits are owed to the insured.

II. Causation versus Coverage: A Legal Dilemma

A. The Concepts of "Coverage" and "Causation"

The terms "coverage" and "causation" are often conflated in the context of insurance appraisals.
However, they refer to distinct concepts. "Coverage" refers to whether a particular event falls
under the purview of an insurance policy. "Causation," on the other hand, refers to the origin of
the insured loss, raising questions about whether the loss can be traced back to a risk covered
or a risk excluded from the insurance policy.

B. The Role of Causation in Appraisals

The role of causation in the appraisal process is a complex facet of property insurance law, with
significant implications for the outcome of insurance disputes. Different jurisdictions offer varying
perspectives on the role of causation in appraisals, reflecting diverse interpretations of policy
language and distinct doctrinal understandings of the role of causation.

III. The Intricacies of Causation in the Appraisal Process



A. Legal Perspectives on Causation in Appraisal

From a legal standpoint, the role of causation in the appraisal process is neither uniform nor
unequivocal. Different jurisdictions offer varying perspectives, reflecting diverse interpretations
of policy language and distinct doctrinal understandings of the role of causation.

B. Navigating the Dual-Track Approach

Amid the heterogeneity of court decisions, a dual-track approach has emerged in some
jurisdictions. This approach acknowledges that appraisers have a role in determining causation
in some contexts, while other causation questions are deemed more appropriate for the courts
to decide.

IV. The Legal Labyrinth of Causation in Property Insurance Appraisal: Implications for
Law Professionals

A. Appreciating the Role of Appraisals

Law professionals need to comprehend the fundamental role of appraisals in property insurance
claims. An effective appraisal can serve as a crucial tool in resolving disputes over the amount
of loss. It provides an efficient, cost-effective alternative to litigation, and when conducted
correctly, it can promote fairness and transparency in the resolution of insurance claims.

B. Understanding the Complexities of Causation

Law professionals should also strive to understand the intricacies of causation in property
insurance appraisal. This means recognizing the distinctions between causation and coverage
and appreciating the implications of these differences for the appraisal process.

C. Adapting to the Legal Landscape

As the legal landscape evolves, law professionals must stay updated on court decisions and
legal developments regarding causation in appraisal. They should familiarize themselves with
different perspectives and approaches, ranging from jurisdictions that permit appraisers to
determine causation to those that restrict such determinations to the courts.

Quiz

1. Which of the following best describes the role of an appraisal in property insurance claims?
a. To determine the liability of the insurer
b. To resolve disputes over the amount of loss
c. To decide the premium for the insurance policy
d. To assess the financial stability of the insurer



2. The term "coverage" in the context of insurance appraisals refers to:
a. The origin of the insured loss
b. Whether a particular event falls under the purview of an insurance policy
c. The amount of loss incurred by the insured
d. The cost of repairs estimated by the insurer

3. In the appraisal process, "causation" refers to:
a. Whether a particular event falls under the purview of an insurance policy
b. The origin of the insured loss
c. The amount of loss incurred by the insured
d. The cost of repairs estimated by the insurer

4. Which of the following statements is true about the role of causation in the appraisal process?
a. It is uniform across all jurisdictions
b. It is unequivocal and does not require interpretation
c. It is a complex facet of property insurance law with significant implications for the outcome

of insurance disputes
d. It is a simple concept that does not affect the outcome of insurance disputes

5. The dual-track approach in some jurisdictions acknowledges that:
a. Appraisers have a role in determining causation in all contexts
b. Appraisers have a role in determining causation in some contexts, while other causation

questions are deemed more appropriate for the courts to decide
c. Appraisers do not have a role in determining causation
d. Appraisers and courts have equal roles in determining causation

Answers: 1(b), 2(b), 3(b), 4(c), 5(b)


