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E&O Insurance Update 2022 - Claims, State Boards,  

Discrimination, etc. 
 
By Claudia Gaglione, Esq. & Magda Pretorius, Risk and Claims Analyst with 
LIA (Liability Insurance Administrators) 
 
Editor’s Note: The article starting on Page 10 in this newsletter is longer and has 
general information such as What is a claim, What to look for in a policy, List of 
available E&O companies, etc.  
 
Covid Claims 
 Despite lots of fears and concerns, we did not see that COVID had any 
impact on claims.  Across the country, appraisers were considered to be 
"essential" and they were mostly keeping busy.  



  
Page 2  July 2022 Appraisal Today 
 
 

 The appraisers who were not working were those who chose not to do so, 
for instance people who were older or who had underlying health issues. They did 
not take on certain assignments and accepted exterior only or desktops. 
 LIA did not get any reports of an appraiser contracting COVID during an 
inspection, nor were there any claims that an appraiser infected a property owner. 
 
Foreclosures 
 Most foreclosure moratoriums have been lifted, but that did not cause a 
flood of REO properties to hit the market and it certainly has not caused a rush of 
lender claims. 
 
Lawsuits, Claims, etc. 
 Less than 15% of overall "claims" activity comes from lawsuits. There have 
only been 2 new lender lawsuits filed in the past year. Sometimes sellers sue when 
the buyer's appraisal comes in below the contract price (this is a somewhat new 
phenomenon in this age of frantic bidding caused by low inventory that often 
results in contract prices that exceed list prices).   
 Most lawsuits are still filed by borrowers and borrowers sue most often 
claiming the appraiser (and other parties such as the sellers, agents, home 
inspectors, etc.) failed to disclose certain defective conditions present at the 
property. Borrowers also sue over square footage errors.   
 We have seen several claims involving alleged misrepresentations about 
utilities running to the subject property. For example, the appraiser reports the 
property is serviced by public water and sewer because that is what is stated in 
public records and MLS. It is later discovered that the home is serviced by a private 
water well and a septic system.  
 In one case, the appraiser correctly stated the home was serviced by a 
septic system but the septic was installed when the home was originally built as a 2 
bedroom home. Two additional bedrooms had been added, and the septic was no 
longer able to service a home of that size. 
 In another matter, the septic was located close to the home and, 
unbeknownst to the owners, it was beneath a newly constructed screened in 
sunroom. This was not discovered until the septic backed up and could not be 
accessed for service. 
 In all of these situations, the borrowers claim the appraisers are partly 
responsible for their "loss". These claims can be defended because the appraiser 
does not owe a duty to the borrower and because the appraiser is not an inspector 
and is entitled to rely upon public records/third parties, etc. 
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Licensing Board Complaints 
 A vast majority of "claims" activity, about 65% of what is reported every 
month is licensing board complaints. In some states the investigations get 
resolved quickly...in less than 6 months.  In other states it can take between 2 and 
3 years. 
 Only 10% of these complaints result in discipline. The rest are either 
dismissed or there is some kind of "conditional dismissal" meaning the State tells 
the appraiser if they agree to take certain classes the complaint will be dismissed. 
 Most of the complaints have to do with value. Sellers and listing agents 
complain when the appraisal does not support an inflated contract price. 
Refinance borrowers complain when the appraisal does not come in with what 
they think their house is worth. 
 Sometimes complaints have nothing to do with value and they can be 
"personal". The property owner might complain that the appraiser was "rude" 
because he or she showed up late for the appointment or because they did not 
answer questions during the inspection. One complaint criticized the appraiser's 
"dirty" clothing and even attached a photo of the appraiser captured by their Ring 
doorbell camera. The appraiser responded that she never knows if she will be 
crawling around an attic or a crawlspace when going on inspections so she 
dresses accordingly. 
 Appraisers are angry that the State would even open a file when the 
complaint has nothing to do with value or with USPAP. In some states, the rules 
say every complaint has to be investigated, no matter the reason, and every report 
has to be reviewed for USPAP compliance, even if that is not the basis of the 
original complaint. 
 
Residential vs. commercial claims 
 Percentage of claims arising from residential work is up to 90%...only 10% of 
all activity arises from commercial reports. BUT, commercial claims have more 
exposure because the properties are higher value. Highest settlements, to date, 
are all in claims involving commercial property appraisals.   
 Even simple errors (like a mistake measuring square footage) can result in a 
large loss if it involves a commercial property. A 10% error in a residential report 
(typical 2000 square foot home) could mean +/- 200 square feet, which, in some 
cases, might not even impact value. 
 A 10% error in a commercial warehouse property appraisal could have a 
significant impact on value. 
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Discrimination claims/HUD complaints 
 Borrower claims low value due to bias or discrimination. The appraiser 
needs to have well documented work file to support comp choice and to support 
value. 
 Investigators will request other appraisals of properties in the same area 
looking for patterns.  Work needs to be consistent. 
 During property visit, avoid conversation of a personal nature with 
borrower/homeowner that could be misconstrued.  
 Carefully choose language to be used in report/neighborhood description, 
etc. 
 Consider Fair Housing training. Explore education offerings put on by local 
appraisal organizations. Be proactive. 
  
When do appraisers get sued? 
 It depends. Typically, within a year of the appraisal date because most often 
it is the borrower that is suing over some kind of defect or square footage error. 
 Statutes of limitation sometimes run from the date of the appraisal and 
sometime from the date of "discovery". We assert a statute of limitations defense 
whenever possible. This past year (2021) the Court of Appeal in TN affirmed that 
an action against an appraiser must be filed "within 1 year of discovery of the act or 
omission giving rise to the claim but in no event more than 5 years from the date of 
the appraisal." 
 
How many lawsuits go to trial? 
 Very few lawsuits go all the way to trial. It takes years to get there and it 
costs a lot in attorney's fees. The cases that do go to trial typically result in a 
defense verdict for the appraiser but the winner still has to pay all of their own 
attorney's fees. 
 Most lawsuits get dismissed prior to trial after a motion gets filed. The judge 
decides that there is not enough evidence. 
 Cases do get settled. It is not just the insurance company that want to settle 
cases. Many times, the appraiser does not want to wait for 2 or 3 years for a case 
to be finished. Most settlements are for amounts less than $50,000, which is far 
less than the attorney's fees that would be spent to go to court. 
 Attorney's fees are higher in cases involving commercial property 
appraisals. Expert fees are higher to review commercial reports. 
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Additional Advice from the Legal Experts 
  
Subpoena advice 
 Appraisers are often served with subpoenas asking them to produce 
documents or to testify at a deposition or a trial. If you have experience as an 
expert, maybe you are comfortable handling this alone. If not, contact your E&O 
because you probably have coverage under your policy and can get an attorney 
appointed to help with this. 
 Sometimes the requests can be overly broad and objectionable. One recent 
subpoena asked for copies of all residential appraisals prepared within the past 10 
years that were located within a 5 mile radius of a particular address. The 
appraiser would have had to map out the 5 mile radius and figure out what streets 
were located within this area and then search his records for any properties he had 
appraised that were located on those streets. That was far too much work. 
 The insurance company hired local counsel to help narrow the scope of the 
request to get it down to something more manageable and to negotiate some 
hourly pay for the appraiser during the time it took him to go through his records. 
 
Things to remember about your E&O Insurance 
• Make sure your insurance covers the work that you do. There is no point in 
paying for insurance that excludes the kind of work you do like reviews, 
arbitrations, right of way, or progress inspections. Read the policy and the 
exclusions and speak to your broker. 
• Never make a misrepresentation on your application for coverage. The 
question asks if you have EVER had a claim made against you...answer truthfully! 
If you omit prior claims, the insurance company could rescind your coverage. 
•  Don't let your insurance coverage lapse. You have to renew every year 
before your policy runs out. If there is a lapse in coverage you could lose your 
PRIOR ACTS, which means you lose your coverage history and you won't be 
covered for the appraisals you have done in the past. 
• If you are retiring, speak to the broker about TAIL COVERAGE. Just 
because you are no longer preparing new appraisal reports doesn't mean you can't 
be sued. You still have assets that need to be protected, so you should keep some 
E&O insurance in place. 
  
Best Loss Prevention Advice 
 Remember that most claims come from third parties/borrowers. Make sure 
reports have good disclaimer language. 
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Always have clear and specific INTENDED USE/INTENDED USER language.   
 "The only intended user of this appraisal is the client ________. There 
is no other intended user. No purchaser, seller, or borrower are intended 
users of this report.  No party, other than the intended user, should rely 
upon this appraisal for any purpose, whatsoever. The fact that some party, 
other than the client, paid for the appraisal, either directly, or indirectly, 
does not make them an intended user." 
  
Always state somewhere in the report that the appraisal is NOT a home inspection, 
etc. 
 "This appraisal report is not a home inspection. It does not guarantee 
or imply that the house is free of defects. The appraiser is not a home 
inspector. It is suggested that the borrower secure a professional 
inspection of the property and take the necessary steps to insure the house 
is acceptable to them prior to closing escrow.  
 Note: The term " Inspected " within this appraisal report shall be 
deemed to mean " VIEWED". The appraiser is not a professional home 
inspector or environmental inspector. The appraiser can only view 
reasonably accessible areas of the property in order to observe the overall 
condition. The appraiser is not qualified to warrant the mechanical, 
electrical, structure/roof, foundation, or any condition of any part or whole 
of the subject property." 
 
About the authors 
 Magda Pretorius is LIA’s Risk and Claims Analyst and spends her time 
helping clients with coverage questions and liability concerns.  
 She is the first point of contact when they report a claim, a possible claim, or 
disciplinary matter.  
 Magda works closely with Claudia Gaglione, Esq., LIA’s National Counsel, 
to ensure that issues are taken care of promptly. 
 Claudia Gaglione’s bio is on the last page of this newsletter.  
  
============================================================= 
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First Notice of Claim: Some Do's & Don'ts 
  
By Claudia Gaglione, Esq. 
 
Many appraisers do not realize that claims and potential claims can begin in 
numerous ways. A claim may not always start with a lawsuit.  
 Sometimes the appraiser receives what seems to be a friendly phone call 
and a simple request for information. Sometimes, the appraiser gets a letter asking 
that a copy of the appraisal report be provided.  
 There could be a nasty phone call or a letter which is full of threats or 
demands. 
 Maybe the appraiser is served with a subpoena asking that he or she 
produce a copy of the appraisal file or that he or she testify at a deposition in 
connection with some ongoing lawsuit.   
 All of these occurrences could signal the beginning of a claim against the 
appraiser. How the appraiser responds in these early stages could have a 
significant impact upon the future development and resolution of the claim and 
could also have an impact on available insurance coverage. 
  
Lawsuits 
 
• If you are served with a lawsuit, DO notify your insurance company 
immediately. Failure to give timely notice could jeopardize coverage under your 
policy. 
• If you do not have insurance, DO contact an attorney who is experienced in 
the handling of real estate related lawsuits. 
• DON'T ignore the complaint in the hope that it will disappear. It won't!  
Ignoring the situation could only make it worse. Failure to respond to a lawsuit in a 
timely manner could result in a default judgment being entered against you. 
• DON'T take it upon yourself to respond to the complaint by writing a letter to 
the Judge or by calling the court to tell them your side of the story. That does not 
count as an official response and, most likely, will be rejected by the court. Again, 
your failure to adequately respond to a complaint could result in a default judgment 
being entered against you.   
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Phone calls  
 
• If you get a phone call about your appraisal report, whether it be friendly or 
nasty, DON'T get taken off guard. Compose and calm yourself. Listen to what is 
being said and to what is being asked. DO take notes, so you can remember the 
contents of the call. 
• DON'T discuss an appraisal with someone who is not your client. You must 
have the client's permission to discuss the appraisal with a third party-no matter 
how nice that third party might appear over the telephone! 
• If the phone call comes from the client, or if you receive the client's 
permission to discuss the appraisal, DON'T answer questions or provide 
information "off the top of your head". Find out exactly what are the problems or 
concerns of the caller. DO ask questions. Then get the appraisal report and the file 
and review it, objectively, to determine if the problem, questions or criticisms are 
justified. 
• DON'T admit that you did anything wrong. Even if you find that there is an 
error in the appraisal, that error may not have been the cause of any loss. Even if a 
review appraiser wrote down your value by 10%, if the loan is still current and 
performing, how has any party been harmed? Even if there was a small error in 
your square footage calculation, if the adjusted value was still high enough to 
support the loan, how has any party been harmed? Making an admission of fault or 
liability could also serve to jeopardize your insurance coverage. 
• DON'T agree to make any payments to any party without discussing it with 
an attorney or with your insurance company. It may make sense to refund the 
appraisal fee or to agree to pay for a minor repair. Perhaps you did make a mistake 
or perhaps you simply want to avoid the time and the frustration of an extended 
fight with someone. You should never agree to make any kind of payment unless 
the other party agrees to give you a Release. This means that your payment is in 
return for them agreeing not to make any further claims against you. If you agree to 
pay for one small repair, and do not get a signed Release, who do you think they 
will call first when the next thing breaks down or when the next problem is 
discovered?  
• The same holds true for an agreement to waive an outstanding fee, an 
agreement to perform future work for no fee or for a reduced fee, etc. DON'T agree 
to any fee arrangements to avoid or to resolve a claim or a potential claim without 
getting a signed Release.  
  



  
Page 9  July 2022 Appraisal Today 
 
 

Subpoena for deposition testimony or to produce documents 
  
• A subpoena for you to testify at a deposition or asking you to produce 
appraisal documents could signal the beginning of a claim. DO take the subpoena 
seriously. Contact an attorney or your insurance company. Even if you are not a 
party in the ongoing lawsuit, find out if someone intends to make you a party. Find 
out what the lawsuit is about. Find out why they want to ask you questions about 
your appraisal. 
• DON'T attend a deposition without an attorney present or without having 
discussed it beforehand with an attorney. Your testimony at the deposition could 
cause one of the parties to decide that you did something wrong and that you 
should be added to the case. Maybe you have had your deposition taken before 
when you were hired to be an expert witness. The attorney who hired you to act as 
an expert probably met with you before that deposition to prepare you for the types 
of questions the other side might ask. DON'T forego that kind of preparation when 
you and your appraisal report are going to be the target of the questioning.  
 It is important to realize that how you react when first confronted with a claim 
or a lawsuit could impact upon the future development of that matter. If you have 
an in-depth discussion of the appraisal report with a party who is not your client, 
you could be violating confidentiality provisions. If you admit to making a mistake to 
a borrower and offer to settle without getting a signed Release, you could open 
yourself up to a torrent of future petty claims whenever repairs need to be made to 
that property. If you ignore a complaint and put it away in a file, without responding, 
you could find yourself with a judgment for money damages being entered against 
you. 
  
 When first put on notice of a potential claim, a claim or a lawsuit, try to 
remember these simple DO'S and DONT’S.  
  
=====================================================  
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2022 E&O Insurance - Where to Get E&O  Insurance, What to Look For in a 
Policy, etc. 
  
Since my last annual article in July 2021, there have been few changes. For 
updates, such as new sample claims, see the first article in this newsletter.  
 Most of us hate dealing with insurance of any type, so we usually just stay 
with our current insurance company. There are some benefits to remaining with 
the same company, such as possible lower loyalty premiums if you stay with the 
company, free tail coverage, plus familiarity with the services they provide. 
 Buying appraiser E&O insurance is very different from auto or home 
insurance. There are relatively few brokers and insurance companies that handle 
appraiser E&O. Shopping only for price is not a good idea. Instead, you need to 
check out the exclusions, limits, etc. The cheapest is not always the best, 
especially when you have a claim. 
 E&O policies are more homogeneous, making it easier to compare them. 
 Much of this article is reprinted/updated from last year's E&O update. But, 
we all need reminders of what we need to know about E&O insurance.  
 If lenders did not require it, I wonder how many appraisers would have E&O 
insurance? 
 Editor’s notes: my primary source for information is Liability Insurance 
Administrators (LIA). I have been using them for my own E&O insurance and as an 
information and advice source for over 30 years. 
  Thanks to Claudia Gaglione Esq., attorney, and Magda Pretorius, Risk and 
Claims Analyst. Both have been working for LIA for a long time.  
 LIA has been an advertiser in my free weekly email newsletters for many 
years. The are the only company that regularly writes articles about appraiser 
liability.  
 My advertising clients and all article submissions are completely separate 
from any influence. I wish I had more E&O companies that also regularly write 
appraisal liability  
articles!  
 
My experience with advice on a possible liability issue on an appraisal 
 I have been insured with LIA for over 30 years. Whenever anyone asks why, 
I always say that I can call them on the phone with any question and they will not 
cancel my insurance at renewal. I have only called a few times. Below is the most 
recent call. Also, many years ago I called LIA because a tenant, who was an 
attorney, demanded I give him the photo negatives of the house he was renting. I 
can't remember what LIA said, but they told me how to handle it.  
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Recently, I had almost completed an estate appraisal for an irrevocable 
trust. The trustee sent me an email saying they wanted to use my appraisal to get 
a 90 day "bridge" loan from a private money lender so she could buy out her 
brother. I called her and said that my appraisal could not be used for that purpose 
due to restrictions on making loans (appraisals cannot be ordered by the 
borrower).  
 I quit doing appraisals for private (hard) money lenders as they are very high 
risk. I would have to find out about the mortgage company, etc. I did not want to do 
the appraisal again for that company.  
 Almost all my estate appraisals are for revocable trusts (can be changed at 
any time). I was not familiar with the requirements of an irrevocable trust regarding 
her lending situation.  
 After a sleepless night, I called LIA. Within 30 minutes I spoke with 
Magdalena Pretorius, their Risk and Claims Analyst. I was very upset. Magda 
calmly explained that I could put a prominently displayed statement in my 
appraisal that it was not to be used for mortgage lending purposes. I wanted to get 
a legal opinion as well. 
 I contacted the trustee who said the lender would find another appraiser for 
the loan appraisal. Fortunately, the lender understood the issue.  
 I immediately started using Claudia's statement on unintended users. To 
copy and paste Claudia's sample statements, page 6 of this newsletter.  
 
Comments from Magda Pretorius, LIA's Risk and Claims Analyst  
 "In my position at LIA I am the first contact for insureds when reporting 
claims, potential claims and disciplinary matters. I also address their general 
coverage questions and miscellaneous legal and loss prevention questions. I liaise 
with our underwriting department when they request input regarding risk." Magda 
has worked for LIA for many years.  
 
What about lender-related questions? 
 Magda Pretorius said that she gets a lot of questions about lender appraisal 
problems. Give her a call. I did! 
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What about appraisers who are thinking about quitting appraising or retiring 
- Get a tail coverage policy! 
 If you qualify, you can get lifetime tail coverage for free from the E&O 
companies that offer this benefit.  Requirements vary widely - number of years 
with company, years of experience, etc. Check with your E&O company. 
 The cost is typically 3 times the price of your final year's coverage. Be sure 
to get 5 years. A one year policy is not worth much. Check with your E&O 
company. 
 Unfortunately, very few of the appraisers who are leaving the business get 
"tail coverage". They just let their insurance lapse. This means that they are 
self-insuring for all possible claims for appraisals done before they discontinued 
paying for insurance. 
  
What if you're not renewing now? 
 The appraiser E&O market is fairly stable now, so much of the information 
will still be useful until next year's update. 
 I only do this update once a year, but the phone numbers and Web site links 
at the end of this article should still be accurate. 
 This newsletter issue is also a useful source of information for topics such as 
what is a claim, how to handle communication with an upset borrower, tips on 
liability reduction, etc. 
 
What about the statute of limitations? The appraisal was 5+ years old 
 Statutes of limitation for negligence claims against appraisers: 
• Have no relationship to USPAP's 5-year recordkeeping requirement 
• In California, the time period for negligence claims is 2 years, but the time period 
is subject to the "discovery rule" (when the appraisal issue was discovered) 
• Time periods are also extended for the FDIC and some others 
 Per Claudia of LIA, "statutes that run from the date of the appraisal are the 
best for us to argue when defending an appraiser because it is a date certain. For 
example the statute in NY is 3 years from the date of the report and in OH it is 4 
years from the date of the report. When the date of "discovery" is involved it can be 
difficult to pin that down." 
 Many statute of limitations laws start the day the problem is discovered, not 
the date of the appraisal. That is why banks sued for over-valuations longer than 5 
years old after the mortgage meltdown in 2008. The older the appraisal, the harder 
it is to prove negligence. That is why lenders rushed to file claims during the 
mortgage meltdown. 
 For mortgage lenders in California, the time does not start running until a 
foreclosure has occurred: "the cause of action does not accrue until the lender 
acquires the property by foreclosure or power of sale and thereby resorts to the 
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security. This is an unalterable and definitive event which will fairly fix the starting 
point for commencing the running of the statute of limitations." Slavin v. Trout, 18 
Cal.App.4th 1536 (Cal. Ct. App. 1993). Source: Peter Christensen 
 Some state boards have limitations, such as 5 years from the date of 
appraisal. 
 For more info and statues of limitations in other states  
www.valuationlegal.com/limitations   
 
Damages vs. claims 
 Anyone can file a claim for any reason. Damages are when the person 
receives money. Few appraiser claims result in damages. 
 
What is a claim? 
 A claim is any demand for money or services or a notice of breach of duty. 
 What does "knowledge or information" mean? These terms are interpreted 
differently, state by state, but it is reasonable to assume that if you've been sent a 
letter about a possible claim, you've been informed. 
 If you want to change insurance companies, but think you may have a claim 
filed against you, check with your attorney or current insurance company. You will 
not be able to change insurance companies until your claim is resolved. 
 
Don't ever put your E&O policy on your website and avoid attaching it in 
your appraisal if you can 
 Why? A borrower, client, attorney, or anyone else may see it and file a 
complaint. 
 
What total policy limit amount should you have? 
 A policy limit of $300,000 to $500,000 is likely adequate. You can consider 
doubling the aggregate limit if you have a lower limit and are concerned about the 
risk of multiple claims per year.  
 Since mid-2020, home prices have skyrocketed all over the country. The 
median price in my county is over $1,000,000. I have a $1,000,000 E&O policy limit 
now. Also, if prices decline, there will be more lawsuits. No one knows when, or if, 
this will happen. I am preparing for the future if it happens here.  
 AMC, Credit Union, and lender clients often require a $1,000,000 policy. LIA 
recommends that if an appraiser completes multiple $1,000,000 appraisals per 
year that they purchase a $1,000,000 policy.  
If you are in a high cost area, consider at least $500,000. 
 It does not cost much more to get a $1,000,000 policy and make all your 
clients happy. 

http://www.valuationlegal.com/limitations
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 For most appraisers, lender clients tell you how much insurance you must 
have in order to work for them. 
  
Why have any type of insurance, including E&O? 
 The purpose of insurance is asset protection so that you don't lose your 
home, savings, etc. Plus the cost of defense, which can be substantial. 
 You decide which level of risk to take. For example, auto insurance with no 
deductible or a high deductible. For appraisers, E&O with minimal coverage and 
many exclusions would be a high risk. I have never had the cheapest E&O as it is 
a risk I am unwilling to take. 
 My home is now worth over $1,000,000 and is my major asset. I don't want 
to risk losing it for any reason, including losing an appraisal lawsuit.  
 
Don't EVER let your E&O insurance lapse!!! 
 Claims made coverage is the only type of appraisal E&O insurance available 
now. In this type of coverage, the claim must occur while the policy is in effect. The 
error or omission causing the claim may occur during the policy period, or if "prior 
acts" coverage is applicable, prior to the policy period.   
 If you don't have prior acts coverage, both the claim and the error or 
omission must occur when the policy is in effect, very unlikely for appraisals. 
 In contrast, many types of insurance, such as fire insurance on your home, 
is made on an occurrence basis. In this type of policy, the insurance company 
covers any act or omission that occurred during the period the policy was in force - 
whenever the claim is filed. This type of coverage is not available for appraisers' 
E&O insurance. 
 For most appraisers, unless they're just starting self-employment, prior acts 
coverage is almost mandatory as claims are usually filed long after the alleged 
error or omission. 
 Prior acts coverage cannot go further back than the last uninterrupted claims 
made policy. I have been very, very careful over the years to never let my E&O 
policy lapse.  
 Remember, if you have had a lapse in coverage, you cannot get prior acts 
coverage for any appraisals done prior to that time. 
 
Myth - "If I don't have E&O insurance, I won't get sued" 
 I have heard this from many commercial appraisers, as long as I have been 
an appraiser, 45 years now. This is false. 
 Peter Christensen, before working for LIA, was a lawyer who sued people 
(probably few, if any, appraisers) for various reasons. These attorneys typically 
work on contingency. Attorneys that sue individuals often look to the assets of 
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the person, not necessarily their E&O coverage. For example, you are in a lawsuit 
with a $100,000 claim and you have no insurance.  
 It is much easier for an attorney to get the money if they don't have to hassle 
with an E&O insurance company. The appraiser can pay them off using home 
equity, savings, retirement accounts, borrowing from friends and relatives, etc. 
 
Myth: "My business is incorporated, LLC, etc." 
 Incorporation and other business structures do not help reduce appraiser 
personal liability risk. You are sued directly as a professional appraiser. 
 Those business structures can protect you from other types of lawsuits, but 
typically appraisers are sued because of an appraisal. 
 
What if you sometimes do small commercial and 5+ apartment properties? 
 Be sure to check to see if your policy covers these additional property types 
if you appraise them. Some policies don't. If there is a claim, you will not be 
covered.  
 Per USPAP, you can do these assignments. Fannie makes loans on mixed 
use properties.  
 If you're licensed, you must know how to appraise these types of properties 
or per USPAP, you will obtain the knowledge from other sources when accepting 
the assignment.  
 
What about reviews? 
 Be sure to check if your policy covers reviews. If you do reviews, contact 
your E&O company about adding this coverage.  
 
Be sure to check your policy exclusions 
 Make sure your policy covers the work you do. For example, does it cover 
you for expert witness work? 
 Before renewing or changing insurers be sure to carefully check the 
exclusions. All policies have exclusions. 
 Exclusions have been increasing. Risky exclusions include claims for 
financial damage and prior acts. 
 Some companies exclude the typical new construction, vacant land, etc. Ask 
for a sample policy and carefully check the policy exclusions before renewing or 
changing companies. You could also have your business attorney review your 
policy. 
 Other types of exclusions are claims based on discrimination, pollutants, 
mold, or waste. 
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Per Claudia, "Sometimes the policy language is hard to understand, but you 
need to make sure that the sort of work you do is not excluded from coverage. If 
you can't understand the policy language, then call the broker. If they can't explain 
things to you: that is a problem." 
 
What about getting insurance with previous claims or damages? 
 A prior claim or damages does not mean automatic denial. The appraiser 
may not have been guilty and the suit was settled out of court. Most cases are 
settled. Very few cases go to trial. 
 
What about trainees and independent contractors? 
 The supervisor who co-signed the report is equally liable. If your E&O did not 
include trainees, you will have to pay for their mistakes. 
 If you have an appraiser or trainee that you co-sign for, be sure they are 
covered under your policy. Or, get a copy of their policy. 
 
Myth: "Only appraisers who work for lenders get sued." 
 Examples: 
• Taxpayer who hired appraiser to provide value for Estate tax return 
• Divorcing spouse who hired appraiser 
• Party to condemnation suit who hired appraiser as expert 
• Parties who jointly engaged appraiser to determine purchase price or a 
rental rate for a lease renewal 
 
How many claims go to court? 
 The vast majority just go away as they are not valid. For example, the value 
was too low and they didn't get their loan. Most are dismissed, some settle and 
under 5% go to court. Almost all lawsuits, whatever they are for, get settled before 
trial, often just before the trial starts. Appraisers who do litigation work see this 
regularly. 
 Many appraisers think that the E&O companies want to settle to avoid 
litigation costs. This may happen sometimes, but many appraisers just don't want 
to go to court and prefer to settle and "get on with their lives", so they agree to 
settle, typically after 1.5 years. 
 Some appraisers are unwilling to admit they made a mistake and are hard to 
defend. 
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How long should you keep your workfiles? 
 This is another common question, related to liability. 
 From Peter Christensen's book, Chapter 7: "… A good workfile is a key part 
of an appraiser's defense tool kit when a claim is filed. Without that file, the 
appraiser and his or her defense counsel will usually be hampered in their ability to 
defend a claim. Our bottom line advice is simple: Keep your files for at least 9 to 10 
years (unless a longer period is required under USPAP's special requirement for 
assignments for which the appraiser has provided testimony. Keeping your files for 
longer is even better." 
 Editor's comment. Some appraisers say their best defense is "good" 
appraisals. But: 
1. You can be sued for anything, at any time, by anyone. 
2. Every appraiser can make a mistake. 
 
What about deductibles? 
 Look for no deductible for defense and minimal deductible for damages, 
which applies only if you lose the case. 
 Policies can be difficult to understand. If you have any questions, call your 
E&O company.  
  
If you have a claim will you lose your current E&O insurance? 
 Typically, they don't immediately stop your coverage. Instead, they won't 
renew your policy. You must find another company, which can be tough if you have 
had a claim that resulted in damages." 
 "It depends" per LIA. "The farther back in the past, the better. Whether or not 
you were at fault, and how you were at fault will also matter, i.e., a mistake vs. 
intentional deception." 
 "Another major factor is if the claim is still open. Insurance companies don't 
know what they will be getting into if they insure an appraiser. So, you won't be 
able to change insurance companies until it is resolved." 
 If none of the regular appraiser E&O insurance companies will insure you, 
there are companies of the last resort that will insure appraisers who have had a 
claim.  
 Many E&O companies have a special program for appraisers with claims. 
Check with your E&O company. The cost is high, typically $2,500 to over $10,000, 
but it is available. 
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How to avoid claims 
• Check out your clients, don't want be dragged into a lawsuit. 
• Adequate supervision of less experienced appraisers. 
• Not relying on information provided by the owner, Realtor, or developer. 
Check it out. 
• Document, document, document. Put it in writing. Take photographs. 
Otherwise, you won't be able to remember, or prove, something that happened 
several years ago. Keep your photo images. Keep a diary of who you've called and 
what they said. 
• Document all property deficiencies in your report. 
• Don't attempt an assignment beyond your expertise. Split the fee with a more 
experienced appraiser. 
• Investigate the qualifications and experience of a potential new hire or 
independent contractor. Be sure they're not in a lawsuit. 
• Check for clerical errors. They can be very expensive. Flood zone, and as 
is/as completed boxes are a common source of errors. 
• If you are unable to inspect something, such as the type of foundation or 
insulation, put down "unknown". 
• Turn down high risk appraisal assignments. 
• Carefully screen new clients. 
• You get a "feeling" about a prospective assignment or client. Most 
appraisers have them. I learned the hard way to just say no, after getting badly 
burned a few times. 
 
What should you look for in a policy? 
 If you're a solo residential appraiser, price shopping is easy. Often, the rates 
are posted on the insurance broker's web site. Don't select the company on price 
alone. Be sure to evaluate the company as well as the policy. 
 Also check out: 
• Prior acts coverage for as long as you have had continuous coverage 
without any lapse. 
• Deductible, per occurrence, and aggregate dollar limits. Most policies lump 
together the defense and loss into one total dollar limit. For example, the first 
$2,500 is paid by you. Or, the policy does not apply for defense, only for 75% of the 
damages. 
• Coverage for both the claim and the legal defense. 
• Any exclusions. Be sure to investigate both the application, and the policy 
itself. 
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•  Premises Liability: Does your E&O policy include a sublimit for Bodily Injury 
& Property Damage caused by the appraiser during the inspection of the real 
property that is the subject of the professional services. It is not recommended that 
appraisers cancel their general liability insurance policy if their policy includes this 
benefit. A general liability policy provides much wider coverage than this benefit. I 
have always had a general liability policy,.  
• Discrimination & Fair Housing Act coverage: Does your E&O policy include 
a sublimit for defense of these types of claims.  
• Specifically under policy exclusions, you can add that appraisers should 
note if their policy includes a mold and fungi and/or FDIC exclusion. LIA has never 
had exclusions for mold/fungi or FDIC claims. Some current policies exclude FDIC 
claims. 
• Assistance if you have a question. This is the main reason why I have stayed 
with LIA. I have only called them a few times over the past 30 years, but I will never 
forget that they advised me on what to do. They also help with state board 
problems and have an attorney, Claudia Gaglione, to help. She has extensive 
appraisal liability experience. I also knew they would not cancel my policy if I 
called. 
• No deductible on defense expense ("First dollar defense") * Coverage 
appropriate for your past and current business. For example, covering trainees 
who used to sign on reports that you co-signed. Price, of course, is also a 
consideration. Be sure to get several quotes, especially for firm and commercial 
coverage, as there can be wide variations. 
 
What insurance brokers should you use for E&O? 
 A general insurance broker, who handles your auto, home, general liability, 
etc. is NOT a good choice, as they are not as familiar with the issues. Of course, 
they could place your coverage with one of these insurance companies, but they 
would not be able to help you with questions and give advice on issues that come 
up when doing appraisals, such as strange AMC requests. 
 I don't recommend buying a policy directly from the insurance company. 
They have many different types of insurance they offer and may include appraiser 
E&O. If you have a claim, you need a broker with experience in appraiser claims.  
 All the companies listed in this article are insurance brokers who work with 
one or more insurance companies (or other E&O brokers).        
 Typically they have one, or a few, insurance companies that they use for 
most appraisal polices. They have other companies they use for states where 
those companies don't cover appraisers, there are multiple appraisers in the 
appraisal company, or other appraiser issues. 
 I always recommend using a company that specializes in appraiser E&O 
insurance. Most, if not all, advertise in appraisal publications.   Brokers who 
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insure primarily real estate agents and related professionals can also work. 
However, they are not always the best choice as they are not familiar with 
appraisal issues, which are very different than real estate agent issues. 
 
Resources 
 If you subscribe to my free Friday email newsletter, every week LIA has a Q 
and A with many topics. The articles are also available at www.liability.com . The 
link is on the upper right of the home page.  
 The best book is "Risk Management for Real Estate Appraisers and 
Appraisal Firms" by Peter Christensen. Price: $60.00 AI Members: $50.00 
Reviewed in this newsletter issue.  
 My Recommendation: Buy This Book!! Well written and understandable. To 
purchase, search for the title (in quotes) and Appraisal Institute.  
 
========================================================== 
 

2022 E&O Insurance Brokers 
 
Liability Insurance Administrators 
Coverage through Aspen American Insurance Company and Aspen Specialty 
Insurance Company. Contact: 1600 Anacapa St. 
Santa Barbara, CA 93102-1319  
800-334-0652\ 
www.liability.com   
Client types: appraisers and AMCs 
 
Intercorp Insurance Program Managers, A division of Norman-Spencer 
Coverage through AIG Specialty Insurance Company 
10050 Innovation Dr. Ste. 340, Mainisburg, OH 45342 
Contact: 
Intercorp Insurance Program Managers  
800-640-7601 
www.intercorpinc.net   
Client types: appraisers, AMCs, professionals 
 

http://www.liability.com/
http://www.liability.com/
http://www.intercorpinc.net/
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Landy Insurance Agency 
Coverage through Great American Insurance Company. Contact: 
Herbert L. Landy Insurance Agency, Inc.  
100 River Ridge Dr., Suite 301, Norwood, MA 02062 
800-336-5422 
www.landy.com   
Other Client types: real estate related 
 
OREP (Organization of Real Estate Professionals) 
Insurance through various insurers  
Contact: 
OREP (Organization of Real Estate Professionals)  
6353 El Cajon Bl., Ste 124-065 
San Diego, CA 92115 
888-347-5273 
www.orep.org    
Other Client types: real estate related 
  
Target Professional Programs 
All states through Lloyds of London. Offers prior acts back to 1-1-10. 
Contact: 
5 Star Appraisers/Target Professional Programs  
401 Franklin Ave. Ste 206,  
Garden City, NJ 11530 
800-497-4644 
www.targetappraisers.com   
Other Client types: various professionals 
 
Alia/Riverton 
Coverage through various insurance companies.  
Contact: 
605 Main Street Suite 102 
Riverton, NJ 08077  
800-882-4410  
www.aliains.com   
Other Client types: real estate related 
 Editor’s note: did not return my phone calls for update. Offering E&O 
appraiser E&O per website, but could not confirm any changes in insurance 
companies.  
 

http://www.landy.com/
http://www.orep.org/
http://www.targetappraisers.com/
http://www.aliains.com/
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CRES Insurance Services  
Coverage through HDI Global.  
Contact: 
CRES Insurance Services  
P.O. Box 848125,  
Los Angeles, CA 90084  
800-880-2747 
www.cresinsurance.com   
Other Client types: real estate related 
 
Proliability (formerly Mercer) Affinity Group Services 
Coverage through Genstar 
Contact: 12421 Merideth Dr., Urbandale, IA 50398  
866-486-1946 
www.proliability.com   
Other Client types: medical and other professionals 
 
J.A. Price Agency, Inc. 
Coverage through various companies.  
6640 Shady Oak Road, Suite 500 Eden Prairie, MN 55344 
800-279-1623 
www.japrice.com  
Other Client types: business, personal 
 
Victor Insurance Solutions (Formerly name: Victor O. Schinnerer)  
Coverage through CNA (Continental Casualty Company) Contact: 7700 
Wisconsin Avenue, Suite 400, Bethesda, MD 20814  
301-961-9800 
www.victorinsuranceus.com   
Other Client types: real estate related 
 
==========================================================  
  
  

http://www.cresinsurance.com/
http://www.proliability.com/
http://www.victorinsuranceus.com/
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Risk Management for Real Estate Appraisers and Appraisal Firms - Book 
Review  
 
By Peter T. Christensen, Esq. with contributing author Claudia L. Gaglione, 
Esq. 
 
I have been publishing an annual E&O update every year since 1992, when I 
started this newsletter. I include a list of who is offering E&O, plus many tips on 
managing risk. However, the articles are not very long and I can only include a 
limited amount of information. 
 This 230-page book includes almost anything that an appraiser would want 
or need, including very practical tips on many types of appraisals, such as 
residential, commercial, litigation, expert witness, appraising after a natural 
disaster, etc. Plus business tips, such as independent contractors and 
non-compete agreements. Examples of limiting conditions, proposals and 
engagement letters and lots of tips, are included.  
 The attorney authors speak with appraisers regularly and understand what 
we are worried about, what we want to know and how to reduce our risks.  
 
How this book differs from other information sources on appraisal risk 
management 
 The authors are attorneys Peter Christensen and Claudia Gaglione.  
 I have read many articles on this topic and listened to attorneys speak. What 
makes this book Very Special is that the authors work for an appraiser E&O 
company with over 15,000 clients and are involved with the issues. They know why 
appraisers get sued, who sues them and, more important, how to reduce your 
risks.  
 It also includes current hot topics of AMCs and employees, hybrid 
appraisals, etc. .  
 
Writing style 
 It is very well written for a book composed by attorneys, who usually tend to 
include too much complicated "legalese" and complex case studies. 
 Per the Introduction: "The purpose of this book is to provide practical 
guidance to real estate appraisers about how to manage liability risk associated 
with their professional work and the operation of appraisal firms. This book is not 
an academic treatise or a guide for lawyers defending (or bringing) claims against 
appraisers. Rather, the goal of this book is to provide appraisers and their firms 
with realistic, effective suggestions for how to manage their risk. I also hope to 
keep the content interesting by discussing real-world claim situations. To that end, 
the first case we'll discuss relates to the appraisal of a luxury resort hotel property. 
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Someone left an appraisal report behind in an empty room at the subject hotel. In 
Chapter 2, we'll find out what happened when a housekeeper found the report."  
Editor's note: Quite a story! 
Book layout 
 The book is very well organized. Chapters are relatively short. There are 
"call outs" or boxes with important information. At the end of some of the chapters 
are short Takeaways. 
 
Summary of book contents (excerpt from book Introduction) 
Part I of this book, Key Tools for Managing the Risk of Appraisal-Related 
Claims, introduces the essential concepts for managing risk related to appraisal 
work. The guidance provided in this part of the book applies to all types of 
appraisal assignments. Chapters 1 through 10 lay out the fundamental building 
blocks of risk management for appraisers. We'll discuss what appraisers get sued 
for, what the elements of those claims are, and the appraiser's best tools for 
reducing liability risk. 
 
Part II, Managing the Risk of Specific Assignments and Situations, focuses 
on unique issues relating to specific types of work and particular scenarios. Once 
you understand the fundamentals laid out in Part I, you can skip ahead to 
individual chapters in Part II to read about the specific kinds of assignments that 
you perform or special situations you encounter. However, keep in mind that it's 
crucial to first understand the building blocks covered in Part I before focusing on 
the specifics covered in Part II. 
 
Part III, Additional Liability Considerations for Appraisal Firms, addresses 
several special risks relating to the operation of appraisal firms that have arisen in 
recent years. These problems have caught many appraisal firms and their owners 
by surprise. The discussion in this section addresses such matters as the extent of 
the protections offered by forming an appraisal firm as a limited liability type of 
business, the propriety of treating "staff" appraisers as independent contractors, 
and the use of non-compete clauses in employment agreements between firms 
and employee appraisers. 
 
How to use the book 
 Editor's note: Chapter 2 in section 1 includes key legal details and definitions 
and is relatively short. The authors recommend reading Section 1 first, but I kept 
falling asleep. (I somehow passed the required business law classes for my MBA.)  
 Also, the first case study was a bit tricky but very interesting when the 
housekeeper found the appraisal left behind in the hotel room. However, the 
remainder of the book is very easy to understand. 
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 If you have the same problem that I did, look at the table of contents and pick 
a topic. After reading a few chapters I returned to Chapter 2 to better understand 
how law works and the terminology used.  
 
Table of Contents 
 
PART I Key Tools For Managing the Risk of Appraisal-Related Claims 
• Chapter 1 What "Mistakes" Lead to Lawsuits Against Appraisers? 
• Chapter 2 Key Elements of the Most Common Legal Claims  
• Chapter 3 Two USPAP Concepts That Provide Effective Tools for Managing Your 
Liability Risk  
• Chapter 4 Use Plain English and Photos to Make Effective Disclosures • Chapter 
5 Where Is the List of Limiting Conditions? 
• Chapter 6 A Good Workfile: One of Your Best Defense Tools 
Contributed by Claudia L. Gaglione, Esq.  
• Chapter 7 Statutes of Limitations - How Long to Keep Your Workfile  
• Chapter 8 Engagement Agreements and Appraisal Terms and Conditions .  
• Chapter 9 Handling a Legal Threat or Claim Situation 
Contributed by Claudia L. Gaglione, Esq.  
• Chapter 10 Appraising Your Clients and Assignments for Risk  
 
PART II Managing the Risk of Specific Assignments and Situations 
• Chapter 11 Residential Lending Appraisals  
• Chapter 12 Commercial Lending Appraisals  
• Chapter 13 Construction Progress Reports Contributed by Claudia L. Gaglione, 
Esq.  
• Chapter 14 Appraisal Review  
• Chapter 15 Expert Witness Services  
• Chapter 16 Serving as an Arbitrator  
• Chapter 17 Conservation Easement Appraisals for Tax Purposes  
• Chapter 18 Appraising After a Natural Disaster  
• Chapter 19 Hybrid Appraisal Assignments  
• Chapter 20 Special Legal Situations: Subpoenas, Confidentiality, and Suing Your 
Client for Unpaid Fees 
• Chapter 21 Professional Liability Insurance  
 
PART III Additional Liability Considerations for Appraisal Firms 
• Chapter 22 Personal Liability and Choosing a Business Entity Form 
• Chapter 23 Protecting Appraisal Firm Data and Proprietary Information in the 
Context of Employment Relationships   
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• Chapter 24 Non-Compete Agreements Between Appraisal Firms and Employee 
Appraisers  
• Chapter 25 Classification of "Staff" Appraisers as Independent Contractors  
• Chapter 26 Must Employee-Appraisers Be Paid Overtime and Can They Properly 
Be Classified as Exempt Employees?  
• Chapter 27 Problems Involving Informal Firm Affiliations  
• Chapter 28 Overview of Appraisal Management Company Liability . 
• Conclusion  
 
Appendix A Statutes of Limitations for Negligence Claims Against Real 
Estate Appraisers  
• Appendix B Sample Engagement Agreement Letter for Litigation Consulting and 
Potential Expert Testimony  
• Appendix C Sample Appraisal Services Agreement and Sample Terms and 
Conditions  
 
About the authors 
 Peter T. Christensen, Esq., is an attorney and has been a member of the 
California bar since 1993. He maintains a law practice focused on legal, 
regulatory, and insurance issues concerning real estate valuation. His legal 
counsel is regularly sought out by clients for liability and disciplinary matters 
involving appraisers, appraisal firms, and appraisal management companies.  
 Peter has published more than 50 articles relating to appraisal liability 
issues, many appearing in the Appraisal Institute's Valuation magazine, and has 
presented hundreds of liability prevention seminars to appraisers. 
 Peter earned both his BS in business administration and his JD at the 
University of California at Berkeley. Following graduation from law school, he 
practiced law with the national firms of Latham & Watkins LLP and Irell & Manella 
LLP. Peter then served for 14 years as the general counsel of LIA Administrators & 
Insurance Services, which specializes in managing professional liability insurance 
for real estate appraisers, appraisal management companies, and right of way 
service providers. 
 Peter's law firm, the Christensen Law Firm, (www.valuationlegal.com ) is 
based in Santa Barbara, California. 
 
Claudia L. Gaglione, Esq., is an attorney and has been a member of the 
California bar since 1982. After earning her JD at the University of Southern 
California Law Center, she began her legal career as a litigation attorney handling 
professional liability matters involving the defense of attorneys, real estate 
agents/brokers, and real estate appraisers.  

http://www.valuationlegal.com/
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 In 1987 Claudia began acting as national claims counsel for the appraiser 
professional liability insurance program managed by LIA Administrators & 
Insurance Services. In that role, she reviews and monitors all claims filed against 
insured appraisers in the program and works closely with LIA to provide liability 
prevention education for appraisers.   In 1994, Claudia and her law partner, 
Bob Dolan, formed the firm of Gaglione & Dolan (now Gaglione, Dolan & Kaplan), 
which continues to specialize in the defense of professional malpractice claims 
and is based in Woodland Hills, California. 
 In the past 30+ years, Claudia has personally supervised over 9,000 
lawsuits, claims, and disciplinary matters filed against real estate appraisers, 
providing her with a vast depth of experience from which to assist and advise 
appraisers with respect to claim prevention and defense. 
 
Should you buy this book? 
 Yes. Every appraiser should have a copy, even if it is only used to advise 
other appraisers who are having issues discussed in this book, such as a 
subpoena. Or, maybe you want to add some additional risk reduction comments to 
your residential form appraisals. This book has lots of practical advice from the 
authors who know appraisers' risks from their years of experience helping 
appraisers.  
 
How to order and pricing 
 I had some difficulty reading the book because of the small 10 point type. I 
receive many review books and this was the smallest font I have seen. The PDF 
version is readable, plus you can search for a topic. As usual, this AI book does not 
have an index.  
 Print or PDF: AI members $50. Non-members $60. 
 Combo print and PDF (recommended) AI Members. $70 Non-members $84. 
 How can you get a copy of the 230-page book? Search for the title (in 
quotes) and "Appraisal Institute" to order. Finding it on the Appraisal Institute's 
website can be difficult.  
 If you take Peter's online or live classes, there may be a book discount 
available.  
 
Special offer of 4 Hour online Appraiser Liability course and discounted 
book price from Valuation Education 
 For more information, go to www.valuationeducation.com  
 The online courses have Peter Christensen speaking about topics in the 
book. He is an excellent speaker. I heard him speak many times. The courses 
were recorded live, when Peter was speaking, and uses Powerpoint slides for 
illustration. 

http://www.valuationeducation.com/
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SEE MBA LOAN GRAPH BELOW – LOAN VOLUME FOR REFIS IS 
DECLINING.  IN SOME AREAS, APPRAISAL FEES BY AMCs AND LENDERS 
ARE DECREASING DUE TO LOWER BIDDING BY APPRAISERS. WHAT WAS 
YOUR BUSINESS LIKE IN 2018? 
 
MBA Loan Volume Application Index – 1/18 to 6/22  
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