- 1
h,
| ._ hea '
.I . L B ._-"
-.___‘I ) / / _,-'.I
k o i, -, | A |
el , o e | " l{_.!'
" | "ﬁ_:' B _— . ——r’ L | T
| ’ [ 7 .._-N 1] x,h_ | \lllt
i 9 - 5 L &
| | v N | ~ ] J gt -
" W E'H-..% A 1".“' .II "II *, i o \\_,./ | s {
% 5 | \ f % L 1 - = {
™ o N " ) i | M ':H- -\|| . i
LS I| I .-_,/II I » / = Fy
— -
.-’f = ) .-'""'f
#

| { The Appraisal Atlas

A\ A - s
}/) Navigating the Jurisdictional Fault Linesof r '
_) . Property Casualty Claims Across All 50 States A
Y - )
= ~ A visual guide to the diverging legal standards of T ;

( enforcement, causation, and valuation. ) ——T
] 1 By . . . 4 #
\ | [ | / : .

/ H \'\ . \ | s | i ""-:*; ! b g
A by \ A i 2 b B,
\ \ \ i, r\/R -~ =) @ NotebooklM
\ f . : s



The 165 Lines That Started It All Genealogy of Appraisal

For decades, the 1943 New York Standard Fire Policy served as the universal The Fracture: In 1954, the
DNA for property insurance. [ts appraisal provision was mandated by statute New York Court of Appeals’
and utilized nearly identical language across jurisdictions. Happy Hank decision held
o that courts had no power to
& | force insurers to participate in

e | appraisals demanded by insureds.

d This single ruling rendered
A “Key: Appraisers shall then appraise the loss, the clause almost irrelevant
stating separately actual cash value and loss to in its home state, forcing
v eachitem;and failing to agree, shall submit consumers into litigationand <« i 4
— — their differences, only, to the umpire.” initiating a nationwide ,.._1‘
o o aipe & fracturing of appraisal

1 o . e : | enforcement.

| Appraisers shall then appraise the loss, stating
separately actual cash value and loss to each item;
and, and failing to agree, shall submit their
differences, only, to the umpire. Appraisers shall
then appraise the loss, are, stating are separa- |
tely actual cash value and loss each item; and |
failing to agree, shall submit their differences,
only, to the umpire.”
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The Universal Starting Line: When is an Appraisal Ripe?
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30°
‘ Meaningful Opportunity Good Faith Effort
Claim Presented R :
: (Carrier must have a (Both parties make an . man
(Lﬁﬁiﬂggsﬁtﬁﬁ;? reasonable chance to honest attempt to meet Appra_lsaR[ De d 0°
A d’usﬁer} investigate, respond, and and reach an agreement on Lz
] ‘ take a position on the loss). the question of loss).
30°
60°
Note: Without strict compliance or substantial compliance in providing the insurer adequate information, early demands are premature.
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Fault Line 1: Enforcement and the Right to Compel

The State Enforcement Matrix

Binding Condition Precedent

In states honoring the traditional intent of
the policy, appraisal acts as a mandatory
condition precedent to litigation. Courts
enforce the process to avoid undue
taxation on the legal system.

Notable Outlier (Florida): An appraisal
award in favor of an insured satisfies the
necessary prerequisite for maintaining a
bad faith action against an insurer.

Voluntary & Litigation-Focused

Some states have drastically reduced the
effectiveness of the appraisal provision by
making it voluntary, precluding
enforcement by litigation. Without a
binding provision, an aggrieved insured
must either accept the offer or litigate.

* The Voluntary States: Arkansas,
California, Nebraska, Oklahoma,
Oregon, Puerto Rico, South Dakota,
and West Virginia.
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Fault Line 2: The Scope of Appraiser Authority

The Traditional View The Emerging View

Appraisers are strictly cost estimators. They Appraisers must inherently decide causation
determine how much it costs to repair or to determine the amount of loss. To decide

replace property. If a dispute involves how much of a covered loss exists, an
coverage (liability or causation), those appraiser must evaluate concurrent
questions are strictly reserved for the causation (e.g., separating covered hail

courts. damage from uncovered wear-and-tear).
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The Texas Divide: Splitting Hairs Between Causation and Coverage

The Catalyst: State Farm vs. Johnson.
The dispute: Was the roof damage caused by covered hail or uncovered wear-and-tear?

Dallas Court of Appeals Texas Supreme Court

- : Affirmed the Appeals Court, explicitly
Ruled appraisers do not determine stating that “amount of loss” includes

coverage, but they do dﬂﬂrmiﬂf} the : deciding whether shingles were damaged
amount of damage caused by a specific peril. by hail or simply deteriorating.

The Cartographer’s Conclusion: The Johnson ruling expanded appraisal to implicitly

decide coverage and liability. It shifted complex causation disputes away from judges and
juries, creating what critics term “trial by roofer.”
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Fault Line 3: The Three Faces of Actual Cash Value
The ACV State Spectrum

o—

000

call -@— -‘;;_

Replacement Cost : _
Less Depreciation Fair Market Value The Broad Evidence Rule

What a willing buyer would The fact-finder must consider
N all evidence an expert would
PRrEWieg velar find relevant (market value,
replacement cost, obsolescence,
etc.). Neither FMV nor

Pillar 1
(Traditional)

The standard mathematical
approach. The cost to rebuild

today, minus the physical
deterioration of the property.

(Used in standard policy
definitions where permitted).

Depreciation are strictly binding.

State Precedent: State Precedent:
Kansas (Thomas v. New Jersey (Elberon
American Family). Bathing Co.).
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Valuing the Loss: The Material Substitution Exceptions

The Universal Standard: Replacement Cost Coverage typically requires the insured to actually
repair or replace the damaged property with material of “like kind and quality” to recover full cost.

The Missouri Exception
(Ambercombie v. Allstate)

The Court’s Ruling

Under Missouri statutory law for partial
losses, because the insurer did not

The insured appraised the loss, but challenge the appraisal and elected to
rebuilt using cheaper materials to provide payment rather than repair the
add new features to the home. The property itself, it was legally barred
carrier withheld depreciation. from holding back depreciation. The
insured recovered full cost despite
substituting cheaper materials.
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The Labor Depreciation Divide

The Valuation Anatomy

The Labor Defense
(Titan Exteriors v. Certain
Underwriters, N.D. Miss.):

The Material Argument:
Depreciation factors (age,\j
wear and tear, obsolescence) g
apply physically to tangible .

property like wood or metal. 0 " wear, or obsolescence.

! P < % | It does not physically

7 ; : 1
The Core Conflict The FC&S Baseline
When calculating Actual Cash Value (Replacement Cost The Fire, Casualty & Surety bulletin explicitly states that
minus Depreciation), can an insurer depreciate the cost depreciation should not apply to labor unless a policy
of human labor? explicitly states that it should. Insurers cannot reap the
N benefit of a term they chose not to define. A

“Labor does not suffer use,
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Fault Line 4: The Neutrals and the Threshold of Impasse

The Requirement: Court Appointment: W
Appraisers must be 15 Days » | E - a
P 4 ™ Pass > Either appraiser can seek |

Defining the Impasse The Due Process Trap

Policies rarely specify if an appraiser
must notify the opposing side before

In re Universal Underwriters defines petitioning a court. However, proceeding
an impasse as the point when “both ex parte to appoint a preferred umpire
sides realize that further negotiations without prior notice invites abuse. Courts
would be futile.” Increasingly mandate prior notice to preserve
the integrity of the quasi-judicial process.
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Navigating Ex Parte Communications

The Historical Fog: The “Clarification” Exception:

The Modern Standard: Older decisions left it entirely Recent cases rule that an umpire does
The majority view holds that unclear whether an umpire could not lose neutrality by conducting ex
ex parte communication is properly have one-on-one parte communications if the sole

generally not allowed. communications with either purpose is to clarify the insured’s

arty to clarifv a position. position regarding the claim, absent
e g fraud or conniving actions.

The Ex Parte Communication Slider

Best Practice: Prudence dictates umpires should avoid all ex parte communications without

obtaining consent from the other party to avoid even the appearance of impropriety.
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Evidentiary Rights and Total Loss Rules

The Rule of Knowledge: Appraisers without knowledge of essential facts must give parties an opportunity
to produce evidence. Purposely hiding or delaying evidence justifies setting aside an award.

Cases of Total Destruction

When property is unavailable for
Inspection, appraisers must give
notice to the parties and allow each,
in the other’s presence, to present
witness testimony, photographs,
and pre-loss documentation.
Denying an

insured’s request to be heard in
these cases invalidates the award.

The Digital Shift

The rise of "desk appraisals” utilizing
extensive digital data sharing often
obviates the need for physical
meetings, but does not eliminate
the strict requirement for open
evidentiary presentation.

& NotebooklLM



The Problem: The Chaos of Jurisdictional Variance

The Core Issue

Standard policy language (‘165 lines’) is an illusion of
uniformity. Because there is no uniform body of national
insurance law, a claim in Texas is treated fundamentally
differently than a claim in New Jersey or Nebraska.

The Risks

= Appraisal panels accidentally deciding legal liability.

24

5 / A\ ' = Valuations overturned because the panel used
4}/ AN Replacement Cost in a Broad Evidence state.
@Y = Awards voided due to accidental ex parte
communication.

The Conclusion

Relying strictly on the brief appraisal clause within the
policy leaves the process vulnerable to collateral attacks
and expensive post-appraisal litigation.
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The Solution: The Appraisal Protocol

What it is

A separate, enforceable agreement entered

into outside the insurance policy contract. It
Is the best tool parties can use to avoid the

pitfalls of jurisdictional variance.

The Function

It acts as a localized constitution for the
panel, superseding the brief, ambiguous
language found in most policies.

Why it works

The protocol allows the parties to explicitly
define the rules of engagement, minimizing
the risk of a collateral attack on the award

regardless of which state the loss occurred in.
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Blueprint of an Effective Protocol

Quadrant 1: Defining Scope & Authority

Explicitly identifies the scope of damage considered.
Requires detailed instructions if the panel is
bifurcating coverage disputes from valuation
disputes (solving the Texas Johnson problem).

Quadrant 3: Process & Neutrals

Sets strict, written boundaries regarding ex parte
communication with the umpire and outlines the
exact timeline for sharing evidence.

Quadrant 2: Dictating Valuation

Defines all relevant valuation terms (Actual Cash
Value, Replacement Cost). Instructs the panel
exactly which calculation method to use,
preventing courts from applying default state
rules like the Broad Evidence Rule.

Quadrant 4: Liability Protection

Includes a mandatory disclaimer shielding the
appraisal panel and umpire from post-award
liability, ensuring experts are willing to serve.
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