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Policy
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Perspective
Generally, a court will not interfere with 
an appraisal award but, to the contrary, 
will indulge in every reasonable 
presumption to sustain it in the absence 
of fraud, mistake, or misfeasance.  A 
court will not substitute its judgment for 
that of the appraisers or set aside an 
award for inadequacy or excessiveness 
unless it is so palpably wrong as to 
indicate corruption or bias on the part of 
the appraisers.

—Atlas Const. Co., Inc. v. Indiana Ins. 
Co., Inc., 309 N.E.2d 810 (Ind. Ct. App.
1974)



But...

Courts "will not hesitate to set 
aside an appraisal award if it is 
tainted with fraud, collusion or 
partiality…."



The Policy
First place to look

Appraisal provisions similar


If we and you disagree on the value of the property, the amount of net 
income and operating expense, or the amount of “loss,” either may make 
written demand for an appraisal of the “loss.”  In this event, each party will 
select a competent and impartial appraiser.  The two appraisers will select 
an umpire.  If they cannot agree, either may request that selection be made 
by a judge of a court having jurisdiction.  The appraisers will state 
separately the value of the property, the amount of net income and 
operating expense, and amount of “loss.”  If they fail to agree, they will 
submit their differences to the umpire. A decision agreed to by any two will 
be binding.

Usually no issue here

Usually no issue here



Demands Must Be Timely
If no time period in policy...

... demand “must be made within a reasonable 
time under the circumstances of the case or 
the right to demand appraisal is waived.”  

 —Monroe Guaranty Ins. Co. v. Backstage, 
Inc., 537 N.E.2d 528, 529 (Ind. Ct. App. 1989).  

Waiver can be found where “(1) good-faith 
negotiations concerning the amount of loss 
ceased, and (2) prejudice resulted from the 
delay in demanding appraisal.”



The People

Competent


Impartial/Independent



Competence
Uniform Standards of 
Professional Appraisal 
Practice

Undisclosed personal 
relationships, interests

Salin Bank & Trust Co. v. 
Violet U. Peden Trust, 715 
N.E.2d 1003 (Ind. Ct. App. 
1999)

State licensing requirements



Impartiality
Atlas:  appraisers must “act free 
from bias, partiality, or prejudice in 
favor of either of the parties.”

Farmers’ Conservative Mut. Ins. Co. 
v. Neddo, 40 N.E.2d 401, 408 
(1942):  “[w]hile prior service of an 
appraiser does not disqualify him as 
a matter of law, the fact that such 
appraiser had previously been 
employed by either the insurer or 
the insured is a circumstance that 
may properly be considered in 
determining whether he is 
disinterested.”



Huber v. United Farm 
Family Mut. Ins. Co., 
856 N.E.2d 713 (Ind. 
Ct. App. 2006)

Plaintiff sued insurer 
for breach of contract 
and fraud arising out of 
failure to disclose 
partiality of appraiser



The Process

Exchange of information/documents

Inspection(s) of property

Preparation of awards

Submission to parties



Atlas
Policy:  pays only “actual cash 
value”

Umpire and appraiser used 
“market value” method

Insured challenged method; 
argued replacement value should 
be used

Insured conceded replacement 
value is a factor jury could consider

Court:  no basis to set aside award



Insured argued that appraisal invalid because 
not all appraisers signed at same time

Court:  no basis to set aside award

Insured:  appraisal invalid because no 
separate awards or line-by-line quantification

Court:  loss was total destruction of building, 
differences related to total value



Broad Evidence Rule
Ohio Casualty Ins. Co. v. Ramsey, 439 
N.E.2d 1162 (Ind. Ct. App. 1982)

“[T]he trier of fact may, and should, call to 
its aid…every fact and circumstance 
which would logically tend to the formation 
of a correct estimate of the loss. It may 
consider original cost and cost of 
reproduction; the opinions upon value 
given by qualified witnesses; the 
declarations against interest which may 
have been made by the assured; the 
gainful uses to which the buildings might 
have been put; as well as any other fact 
reasonably tending to throw light upon the 
subject.”



Deference Goes Far
Jupiter Aluminum Corp. v. Home 
Ins. Co., 225 F.3d 868 (7th Cir. 
Ill. 2000)

Umpire gave three numbers and 
allowed insurer’s appraiser to 
pick—all of which were lower 
than other appraisers estimates

Insurer appraiser picked highest 
value, insured’s appraiser 
refused to sign



Seventh Circuit:  fact that umpire let insurer’s 
appraiser pick final number, standing alone, 
wasn’t enough to set aside award


