Maintaining Independence While Ensuring Quality:

Documentation Standards in Insurance Appraisal

Executive Summary

The insurance appraisal process relies on two fundamental principles that can appear to
conflict: absolute appraiser independence and comprehensive documentation standards.
This paper explores how appraisal firms can maintain quality control without
compromising the independence of their appraisers, providing practical frameworks for
ethical oversight and professional documentation.

The key finding: Quality control and independence are not mutually exclusive. Requiring
documentation of reasoning, adherence to industry standards, and professional
communication enhances rather than compromises the appraisal process.

Section 1: The Independence Imperative

Legal Foundation

Insurance appraisal clauses across all 50 states require that appraisers act as independent
evaluators of loss. The appraiser's duty is to determine the amount of loss based on their
professional judgment, free from influence by either party.

Key legal principles:

e Appraisers are not advocates for either party

e Their determination must be based on their independent professional judgment
e Any attempt to influence specific valuations can invalidate the award

e Courts consistently overturn awards where independence was compromised

Why Independence Protects Everyone

For Carriers: Independent appraisals provide legally defensible claim resolutions that
reduce litigation risk.

For Insureds: The process ensures fair evaluation of their loss without carrier control.

For Appraisers: Independence protects their professional licenses and reputation.



For Adjusting Firms: Maintaining independence reduces liability exposure and builds trust
with the independent appraisers and the carriers.

Common Misconceptions

Independence does NOT mean:

e Appraisers canignore industry standards
e Documentationis optional

e Professional oversight equals influence
e Quality control violates independence

Independence DOES mean:

e Appraisers determine valuations without coercion

e Decisions are based on professional judgment

e Finalamounts are the appraiser's sole determination

e The process remains free from outcome-based pressure

Section 2: Professional Documentation Standards

The Documentation Requirement
Every appraisal position should be supported by:

e Observable evidence (photos, measurements, testing)

e Industry standards or manufacturer specifications

e Building codes or ordinances that are enforceable and relevant.
e Established pricing methodologies

e Logicalreasoning connecting evidence to conclusion

"Because | Think So" vs. Defensible Positions

Unacceptable: "l included O&P because | think it's needed."

Professional: "O&P included based on evaluation of claim complexity and requirements of
coordination (roofing, siding, and interior repairs present).



Documentation Benefits

Well-documented appraisals:

e Expedite carrier acceptance

e Reduce post-appraisal disputes

e Stand up to legal challenges

e Educate all parties on the loss

e Create precedent for similar claims

Section 3: The Quality Control Framework

Appropriate Quality Control
Management companies CAN:

e Require documentation for all positions taken
e Flag mathematical errors for review

e Ensure photos support claimed damage

e Verify code citations are accurate

e Request explanations for unusual items

e Provide education on industry standards

e Review for completeness and professionalism

Inappropriate Influence

Management companies CANNOT:

e Direct specific dollar amounts

e Require inclusion or exclusion of items
e Threaten file removal over valuations

e Provide "target" numbers

e Reward appraisers for lower awards

e Punish appraisers for higher awards

The Communication Test

Before any communication with an appraiser, ask:

e Am |l educating or directing?
e Amlrequesting documentation or demanding changes?



Would this communication look appropriate to a regulator?
Am | preserving the appraiser's decision-making authority?

Section 4: Best Practices Implementation

Pre-Assignment Standards

Establish clear expectations before assignment:

Documentation requirements
Photo standards
Communication protocols
Timeline expectations
Professional conduct standards

During Assignment Communications

Appropriate Communications:

"Please document the code requirement for this item"

"Can you provide photos supporting the interior damage?"

"Please review lines 34-35 for potential duplication"

"Industry standard for waste is X% - please document if exceeding"

Inappropriate Communications:

"This amount seems high"
"The carrier won't accept this"
"You need to reduce the total"

"Other appraisers would include less"

Post-Assignment Evaluation

Evaluation criteria should focus on:

Documentation completeness
Professional communication
Timeline adherence

Photo quality and relevance
Report clarity

NOT award amounts



Section 5: Case Studies

Scenario 1: The Undocumented O&P

Situation: Appraiser includes O&P without explanation.

Wrong approach: "Remove the O&P, it's not justified."

Right approach: "Please document which trades are involved and cite the
applicable standard for O&P inclusion."

Result: Appraiser either documents properly or removes based on their own review.

Scenario 2: The Mathematical Error

Situation: Appraiser's math shows 100 SF but calculates for 1,000 SF.
Wrong approach: "Change this to 100 SF."

Right approach: "Please review the square footage calculation on line 42."
Result: Appraiser identifies and corrects their own error.

Scenario 3: The Resistant Appraiser

Situation: Appraiser refuses to document reasoning, states "It's my judgment."
Wrong approach: Pull the file mid-appraisal.

Right approach: Allow completion, don't assign future files, document: "Appraiser
declined to meet documentation standards."

Result: Independence maintained, quality standards enforced through business
decisions.

Section 6: Benefits and Implementation

Benefits Matrix

Appraisers:

Clear expectations reduce revision requests
Well-documented files face fewer challenges
Professional development through education
Continued assignment opportunities



Management Firms:

e Reduced liability exposure

e [Faster carrier acceptance

e Fewer post-appraisal disputes
e Enhanced reputation

Carriers:

e Transparent, defensible awards

e Clearunderstanding of valuations
e Reduced litigation risk

e Consistent professional standards

Insureds:

e Fair, documented evaluations
e Faster claim resolution

e Transparent process

e Reduced disputes

Implementation Roadmap

e Develop written documentation standards
e Train appraisers on expectations

e Create communication templates

e Establish review protocols

e Document all quality control interactions
e Regular evaluation and refinement

Conclusion

Quality control and appraiser independence are complementary, not conflicting,
principles. By establishing clear documentation standards, maintaining professional
communication protocols, and focusing oversight on process rather than outcomes,
appraisal management companies can ensure quality while preserving the independence
that makes the appraisal process valuable.

The key is distinguishing between educating appraisers on best practices and influencing
their valuations. When this line is respected, all parties benefit from a more professional,
defensible, and efficient appraisal process.



