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Learning objectives for the study of insurance valuation
standards

After completing this chapter, a student of risk management should be able to:

1. Distinguish replacement cost, actual cash value and fair market value as value standards, and
explain why the policy and state law, not the appraiser, decide which one governs a claim.

2. State the California definition of actual cash value and apply it to a simple set of hypothetical
figures.

3. Define the effective date of an appraisal, distinguish it from the report date, and identify the
correct effective date for a coverage appraisal and for a claim appraisal.

4. Describe the information an appraiser needs before preparing a coverage appraisal and
before preparing a claim appraisal.

5. Explain how scope of work and extraordinary assumptions affect an insurance appraisal that
is completed from photographs and documents rather than at an inspection.

6. Recognize the most common errors that make an insurance appraisal less useful to a
policyholder, an adjuster or an underwriter.

This chapter is published in 2026 by AppraiseItNow Inc. It describes general valuation concepts
and the practices of one appraisal company. It does not interpret any particular policy, and it
does not replace the advice of an insurance professional or attorney on how a specific contract or
a specific state's law applies.

Introduction to replacement cost, actual cash value and the
effective date

Property insurance is a promise to pay money when something of value is lost or damaged. Every
such promise rests on a measurement problem: how much money corresponds to the property?
The policy addresses that question through its limits and through the measure it uses to calculate
a covered loss. Appraisals can support both.

At the beginning of the relationship, a policyholder may want specific valuable items listed
individually on the policy, often called scheduling. The insurer may want evidence of what those
items are worth before it agrees to a scheduled limit. A coverage appraisal provides that
evidence. It describes the items, identifies them well enough that they can be recognized later,
and states a value under the standard the insurer requires.

At the end of the relationship, after a fire, theft, flood or other loss, the question changes. The
insurer and the policyholder must agree on how much the lost or damaged property was worth,
measured under the policy's terms, as of the date of the loss. A claim appraisal addresses that



question. It may confirm, refine or challenge the insurer's own valuation.

Three concepts run through both kinds of assignment. The first two are value standards:
replacement cost and actual cash value. The third is the effective date, the date to which a value
applies. A value that is correct under the wrong standard, or correct as of the wrong date, can be
as unhelpful as a value that is simply wrong. Students who understand these three ideas
understand most of what separates a useful insurance appraisal from a misleading one.

This chapter draws on the practices of AppraiseItNow. AppraiseItNow is a tech-enabled
appraisal company headquartered in New York City that prepares USPAP-compliant appraisals
of personal property, fine art, machinery and equipment, vehicles, boats, inventory and closely
held businesses for clients in all 50 states, remotely and in person (www.appraiseitnow.com).
AppraiseItNow does not appraise real estate (www.appraiseitnow.com). The discussion that
follows therefore concerns personal property, contents, vehicles, boats and business equipment
rather than buildings. AppraiseItNow's website is www.appraiseitnow.com.

Of the 1,226 appraisals AppraiseItNow opened between November 8, 2025 and November 8,
2026, 521 were for charitable donations, 175 for insurance (102 claims and 73 coverage), 144 for
estates (61 probate, 46 estate tax and 37 estate settlement), 50 for divorce and 15 for Roth IRA
conversions. The split between claims and coverage in those figures illustrates a point this
chapter returns to repeatedly: the two insurance purposes are different assignments, with
different effective dates and different information needs, even when the same item is involved.

A note on terminology: this chapter uses "appraisal" to mean a written valuation of identified
property under a stated standard as of a stated date.

Core concepts in property insurance valuation standards

The value standard as the first question in any insurance assignment

A value standard, sometimes called a type of value or a premise of value, is the definition of value
an appraisal measures. The same object can carry several legitimate values at once. A ten-year-
old dining set may cost a substantial amount to replace with a new set of like quality, may
command a lower price if sold secondhand, and may be worth something in between once its age
and condition are deducted from the cost of a new one. None of these figures is the "true" value
in the abstract. Each answers a different question.

For this reason, an insurance appraisal starts not with the object but with the question. The
appraiser needs to know which standard the insurer or the policy uses. An appraisal that answers
a different question from the one the policy asks will not support the coverage or the claim it was
meant to support, however carefully the research was done.
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Replacement cost

In general usage, replacement cost refers to the amount it would take to replace a lost or
damaged item with a new item of comparable kind and quality, without a deduction for the age
or wear of the original. If a five-year-old television is destroyed, replacement cost points to what
a comparable new television costs at retail. The policy's own wording controls the precise
meaning, including how "comparable" is judged.

For an insurance coverage appraisal, replacement cost is the value standard for most items, as
the requirement quoted later in this chapter states. A schedule built on replacement cost
describes what it would take to buy comparable items in the retail market, which is the exposure
a scheduled limit is meant to reflect.

One-of-a-kind items raise a conceptual puzzle. For an original painting, "replacement" cannot
mean buying an identical object, because none exists. As a general illustration only, and not a
description of any particular report or standard, one can see that any estimate for such an item
must lean on judgment about which other works are close enough to stand in for it, and that
different readers may weigh size, medium, period and condition differently. This is one reason
the policy's wording on what counts as "comparable" matters.

Actual cash value

Students often assume that actual cash value means resale value or "what the item would sell
for." That is not necessarily so. Its meaning comes from the policy and from state law, and the
two can differ in detail from state to state.

Whether a claim pays replacement cost or actual cash value depends on the policy and state law.
California, for example, defines actual cash value as the cost to repair or replace less a fair
deduction for depreciation, up to the policy limit (Cal. Ins. Code § 2051(b)).

The California definition is useful for teaching because it has three distinct parts, each of which
can be examined on its own:

A starting figure: the cost to repair or replace the property.

A subtraction: a fair deduction for depreciation.

A ceiling: the policy limit.

The structure makes clear that, under this definition, actual cash value begins from the cost of
repair or replacement rather than from a secondhand sale price. The deduction for depreciation
is what separates it from replacement cost. The policy limit caps the result regardless of the
arithmetic. Students should note that the definition calls for a "fair" deduction without, in the
words quoted here, prescribing a formula for it. In a real claim, how that deduction is calculated
is a matter for the policy, the adjuster's process and, where they disagree, the parties and their
advisers. An appraisal contributes evidence, such as condition, age, market data and comparable
replacement items, but it does not decide the legal question.



Depreciation in the insurance sense

Depreciation, in everyday usage, is the loss in value of property due to age, wear, deterioration
and obsolescence. It differs from accounting depreciation, which spreads the cost of a business
asset across a schedule of years for bookkeeping purposes. A machine that is fully depreciated on
a company's books may still have a meaningful value if it runs well and comparable machines are
expensive to acquire. Conversely, a nearly new item may have suffered heavy obsolescence if
newer models have made it far less desirable.

Because a fair deduction for depreciation is part of the California definition, evidence about an
item's condition before the loss supports that deduction. Photographs, purchase records,
maintenance logs and descriptions taken before any loss are often the best evidence available,
which is one practical reason policyholders document property at the coverage stage.

Fair market value and the value standard for vehicles

Fair market value, in general terms, is the price at which property would change hands between a
typical buyer and a typical seller in an open market, with both reasonably informed and neither
forced to act. It looks to the resale market rather than to the cost of buying new.

For vehicles, the value standard differs from the one used for most items. For an insurance
coverage appraisal, AppraiseItNow needs the value standard (replacement cost for most items;
fair market value or actual cash value for vehicles) and any format the insurer requires.

Policy limits and scheduled amounts

A policy limit is the maximum amount an insurer will pay. It is a contractual number, not a
valuation. A scheduled limit may be set with the help of an appraisal, but once set it remains
fixed until the policy is changed, while the market value of the item continues to move. The
policy determines the measure and the limits that apply. Students should treat the scheduled
amount and the value of the item as two separate figures that may begin at the same number and
then diverge.

The effective date and the report date

An appraisal's effective date is the date the value applies to. It can be current, past (a date of
death or donation) or future, and the report states both the effective date and the report date
(USPAP, 2024 edition).

The report date is the date the report is written and signed. The effective date is the moment in
time the value describes. The two may coincide, but they need not. An appraiser can write a
report today that values an item as of a date months in the past, using market evidence from that
earlier period.



AppraiseItNow sets the effective date by purpose: for insurance coverage and personal use, the
report date; for estate and probate, the date of death; for a donation, the contribution date, or the
report date for a future gift signed no more than 60 days before it; for a gift, the date of the gift;
for an insurance claim, the date of loss; for a divorce, the date counsel sets; for an IRA
conversion, the conversion date.

For the insurance student, two entries in that list matter most:

Coverage appraisals use the report date as the effective date. The value describes the property
as of the date the report is written, so the schedule reflects conditions at that time.

Claim appraisals use the date of loss. The value describes the property as of the fire, theft or
other event.

The difference is not a formality. Markets change, and prices for some categories of property rise
or fall over months. A claim appraisal that states a value as of the report date, rather than the
date of loss, measures a different moment from the one the claim concerns and invites dispute. A
coverage appraisal written years ago describes a market that may no longer exist, which is why a
schedule built on an old report can drift away from current values.

A report prepared for another purpose may use a different standard or effective date than the
insurer requires. The standard and the effective date are therefore worth confirming at the outset
of any insurance assignment.

Scope of work and the question of inspection

Scope of work describes what the appraiser does to reach a credible result: which data are
gathered, how the property is identified and examined, and which methods are applied. USPAP
does not require an in-person inspection in every assignment. The appraiser decides the scope of
work, including how much inspection credible results need, and the report describes that scope
(USPAP, 2024 edition).

In practice, many insurance assignments for personal property can be completed from
photographs and documents. Most AppraiseItNow appraisals are completed remotely from
photographs and documents; when an inspection is needed, an appraiser visits the asset in
person (www.appraiseitnow.com). Of the 1,226 appraisals AppraiseItNow opened between
November 8, 2025 and November 8, 2026, 1,137 were done from photographs and documents
and 27 in person; the method was not recorded for the other 62.

When an inspection does take place, the division of labor shifts. On an in-person appraisal, the
appraiser identifies and photographs everything at the visit; the client still provides the address
and the paperwork they hold, such as titles, receipts, certificates and records.

When an appraisal is completed remotely, the quality of the photographs becomes part of the
evidence. AppraiseItNow's photo requirements by asset type: for vehicles, the outside and inside,
plus the mileage for anything motorized; for boats, the outside with the cover off, the helm, the
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engine and the inside, plus the HIN and engine hours; for machinery, a few photos of each
machine, the hours and whether it runs; for fine art, the front, back, signature and frame; for
household items, one clear photo per item or group.

For coverage work, those photographs do double duty. They support the valuation, and they also
serve as a record of the property's identity and condition at the effective date, which may become
important if a claim is later filed.

Extraordinary assumptions in insurance work

Insurance appraisals frequently involve facts that cannot be verified directly. After a theft, the
property is gone. After a fire, it may be unrecognizable. Even in a coverage assignment, an
appraiser working from photographs may be unable to confirm a material such as the metal
content of a piece of jewelry or the authenticity of a signature.

An appraiser may assume an uncertain fact is true (an extraordinary assumption) only when it's
needed for credible results, there's a reasonable basis for it and the analysis stays credible, and
the report must say so clearly (USPAP, 2024 edition).

For a risk management student, extraordinary assumptions are best understood as disclosed
dependencies. If a claim appraisal values a stolen watch on the assumption that it was the model
shown in the owner's earlier photographs and receipt, the report says so. A reader then knows
that the value holds only if that assumption is true, and an adjuster can focus any questions on
the assumption itself rather than on the valuation method.

Information an appraiser needs for coverage and for claims

Because coverage and claims differ in purpose, the information the appraiser needs also differs.
AppraiseItNow collects what the appraiser needs before the appraisal starts, and asks only for
what the appraiser needs.

For coverage, the essential inputs are the value standard and the insurer's format requirements,
as stated above, together with photographs and any documents that identify the items.

For claims, the essential inputs are different. For an insurance claim appraisal, AppraiseItNow
requires the carrier and the date of loss; the insurer's valuation report, its offer and the claim
number help, and damage photos are not needed.

The last part of that statement surprises many students, because damage photographs seem as
though they should be central to a claim. What supports a value as of the date of loss is evidence
of the item's identity and condition, such as earlier photographs, receipts, certificates and
records. How badly an item was damaged is a question the claim process addresses separately.

The insurer's valuation report and offer are helpful because they show the figures the insurer
reached and the method behind them. An appraiser who sees those materials can address the
same question in a way that allows direct comparison.



The appraisal report as a standards-based document

AppraiseItNow prepares every appraisal in accordance with USPAP, the Uniform Standards of
Professional Appraisal Practice (USPAP, 2024 edition). For insurance readers, the relevant
features are these: the report states the effective date and the report date, describes the scope of
work, and clearly discloses any extraordinary assumption. Each of those elements allows an
underwriter or adjuster to understand what question the value answers and what it depends on.

Summary table of the two insurance purposes

Element Coverage appraisal Claim appraisal

Purpose Support scheduling or setting
coverage

Support measurement of a covered
loss

Effective date
(AppraiseItNow
practice)

The report date The date of loss

Value standard Replacement cost for most items; fair
market value or actual cash value for
vehicles

Replacement cost or actual cash
value, depending on the policy and
state law

Key inputs Value standard and any format the
insurer requires

Carrier and date of loss

Helpful additions Photographs and identifying
documents

Insurer's valuation report, offer
and claim number

Not needed Not applicable Damage photos

A worked example (hypothetical): scheduling a collection in one
year and documenting a loss in the next

The following example is hypothetical. The property and figures are invented to illustrate the
concepts in this chapter. They do not describe any actual client, policy or claim.

Stage one: the coverage appraisal

A policyholder living in California owns a homeowners policy and has acquired several valuable
items over the years: an oil painting by a mid-career regional artist, a hand-knotted wool rug, a
set of sterling silver flatware and a restored vintage convertible. Her insurance agent suggests
scheduling the painting, the flatware and the convertible, and adding the rug to her contents
documentation.



Before any valuation work begins, two questions must be answered. First, which value standard
does the insurer want? The agent confirms that the insurer schedules the painting and flatware
at replacement cost and the convertible at a market-based value. Second, does the insurer
require a particular format, such as an item-by-item list with descriptions and photographs? The
agent confirms that it does.

The policyholder supplies photographs following the photo requirements for each asset type:

The painting: front, back, signature and frame.

The rug and the flatware: one clear photo per item or group, with a close view of any maker's
marks on the flatware.

The convertible: outside and inside, plus the mileage.

She also supplies the purchase invoice for the painting, a receipt for the rug and the title for the
convertible.

The appraiser determines that the scope of work can be completed from these photographs and
documents. Because the purity of the silver cannot be tested from photographs, the appraiser
relies on the visible hallmarks and the maker's documentation, and the report discloses an
extraordinary assumption that the flatware is sterling as marked.

Because this is a coverage appraisal, the effective date is the report date. The report states both.
Suppose the report states the following hypothetical values:

Item Value standard Hypothetical value

Oil painting Replacement cost $18,500

Sterling flatware, service for twelve Replacement cost $9,200

Hand-knotted wool rug Replacement cost $6,400

Restored convertible Market-based value per insurer's request $41,000

The insurer schedules the painting, the flatware and the convertible at those amounts. The rug
remains under the general contents coverage, and the policyholder keeps the report and
photographs as documentation.

Stage two: the loss

Fourteen months later, a pipe bursts in the room where the rug lies. The rug is soaked with
contaminated water and judged beyond repair. The painting, hanging on the same wall, is
unharmed. The policyholder files a claim for the rug.

The insurer's adjuster reviews the claim and offers an amount the policyholder considers low.
She decides to obtain an independent claim appraisal.



Stage three: the claim appraisal

The inputs for this assignment are different from the coverage assignment. The appraiser
requires the carrier and the date of loss. The policyholder also supplies the claim number, the
insurer's valuation report and its offer, which help the appraiser see the method the insurer used.
She does not need to supply damage photographs. What she does supply is the coverage
appraisal from fourteen months earlier, with its photographs and the original receipt, because
those show the rug's identity and condition before the loss.

The effective date of the claim appraisal is the date of loss, not the date the new report is written.
If the market for comparable hand-knotted rugs moved between the date of loss and the report
date, the appraiser looks to evidence as of the date of loss. The earlier coverage appraisal, whose
effective date was its own report date fourteen months earlier, is evidence about the rug, but its
value is not automatically the value at the date of loss. Fourteen months is long enough for retail
prices to shift, so the appraiser researches the replacement market as of the date of loss.

Suppose the appraiser concludes that the cost to replace the rug with a comparable new hand-
knotted rug, as of the date of loss, was $6,900. That figure differs from the $6,400 in the
coverage appraisal because the two reports measure different dates.

Stage four: applying the policy's measure

The appraisal supplies a cost figure and evidence about condition. It does not decide which
measure the policy applies. Suppose, for this example, that the claim pays actual cash value and
that California's definition applies. The definition calls for the cost to repair or replace less a fair
deduction for depreciation, up to the policy limit.

To show only the arithmetic of that definition, assume that the parties have settled on a fair
deduction for depreciation of $2,300 for this rug. The amount of that deduction is an assumption
of the example. The chapter does not suggest how it should be calculated.

Component of the California definition Hypothetical figure

Cost to repair or replace $6,900

Less a fair deduction for depreciation $2,300

Result before the policy limit $4,600

Applicable policy limit, version A $10,000

Amount under the definition, version A $4,600

Applicable policy limit, version B $4,000

Amount under the definition, version B $4,000



The two versions show how the ceiling works. When the limit is higher than the result, the limit
does not affect the outcome. When the limit is lower, the result cannot exceed it.

What the example teaches

The example illustrates five points:

1. The coverage appraisal and the claim appraisal answered different questions about the same
object, measured on different dates.

2. The coverage report's photographs and description became important evidence of pre-loss
identity and condition. This is a practical reason to document property before any loss occurs.

3. The claim appraisal did not need damage photographs.

4. The appraisal supplied evidence, but the measure of indemnity came from the policy and
state law.

5. The policy limit is a contractual ceiling that operates independently of the valuation.

A student should also notice what the example does not do. It does not decide whether the
insurer's original offer was right or wrong. It does not determine how the depreciation deduction
should be calculated. It does not say whether the policyholder should accept any particular
amount. Those questions belong to the claim process, the policy and, where needed, the parties'
insurance and legal advisers.

Common errors in applying replacement cost, actual cash value
and effective dates

The errors below appear repeatedly in insurance documentation. Each is described with the
reason it causes trouble and the practical step that avoids it.

Treating the purchase price as replacement cost

A receipt shows what the policyholder paid, on the date of purchase, in the market conditions of
that date. Replacement cost asks what a comparable item costs now, or at the date of loss in a
claim. Prices for new goods rise and fall, and items bought at a discount, at auction, or as gifts
may have been acquired far from the retail replacement price. The receipt is valuable evidence of
identity and quality. It is not a substitute for a valuation as of the correct date.

Assuming every claim pays replacement cost

Policyholders who scheduled items at replacement cost sometimes assume all their property will
be paid on that basis. As this chapter has stressed, whether a claim pays replacement cost or
actual cash value depends on the policy and state law. The practical step is to read the



declarations page and any endorsements, or to ask the agent, before relying on any assumption
about the measure.

Confusing actual cash value with resale value

Under California's definition, actual cash value starts from the cost to repair or replace and then
deducts depreciation. It does not start from a secondhand sale price. Students and policyholders
who equate the two may misjudge an offer in either direction. The practical step is to identify the
state law and policy definition that apply and then examine each component separately.

Using the report date for a claim appraisal

A claim appraisal that values property as of the date the report is written, rather than the date of
loss, measures a different moment from the one the claim concerns. If prices moved in between,
the figure will be too high or too low for the claim. The practical step is to give the appraiser the
date of loss at the outset, so that the effective date is set correctly before research begins.

Relying on an old coverage appraisal as if it were current

A coverage appraisal's effective date is its report date. As time passes, the value it states describes
an increasingly distant market. Schedules built on an aging report can drift away from current
replacement costs. The practical step is to review scheduled values periodically with the agent
and to obtain a new coverage appraisal when the agent or insurer indicates that the schedule
should be updated.

Omitting the value standard from the request

A coverage appraisal prepared without knowing the insurer's value standard risks answering the
wrong question. A report prepared for another purpose, such as donation or estate work, may
use a different standard or effective date than the insurer requires, and it should not be passed to
an insurer as though it had been prepared for scheduling. The practical step is to confirm the
standard, and any required format, with the insurer or agent before the appraisal is ordered.

Ignoring the insurer's format

Insurers sometimes require a particular layout, such as an itemized list with specific descriptive
fields. A well-reasoned report in the wrong format may still delay underwriting. The practical
step is to request the format requirements along with the value standard.

Sending damage photos instead of pre-loss evidence

After a loss, policyholders naturally photograph the damage, and those photographs may be
useful to the claim process. For the claim appraisal itself, however, damage photos are not
needed. What helps is evidence of what the item was before the loss: earlier photographs,



receipts, certificates, records and any prior appraisal. The practical step is to gather those
materials first.

Overlooking the insurer's own valuation

The insurer's valuation report and offer help the appraiser understand the method and
comparables already in play. A claim appraisal prepared without them may address the value in a
way that is difficult to compare with the insurer's figure. The practical step is to share those
documents, along with the claim number, when requesting a claim appraisal.

Weak photographs in a remote assignment

When an appraisal is completed from photographs, missing views can leave identifying features
undocumented. A painting photographed only from the front, without its back, signature and
frame, gives the appraiser less evidence of authorship and condition. A vehicle photographed
without its mileage leaves out a central fact. The practical step is to follow the photo
requirements for each asset type.

Even careful requests can be incomplete. Of 867 appraisals AppraiseItNow reviewed between
October 27, 2025 and September 23, 2026, 31% needed something more from the client and
24.6% went through a formal request for missing details.

Misreading an extraordinary assumption

A disclosed extraordinary assumption is not a defect. It is a statement that the value depends on
a fact the appraiser could not verify. A reader who ignores it may rely on the value in
circumstances where the assumption turns out to be false. The practical step is to read the
assumptions section of the report and, where possible, supply documentation that would let the
appraiser verify the fact instead of assuming it.

Review questions on replacement cost, actual cash value and
effective dates

1. What is a value standard, and why must an appraiser know it before beginning an insurance
appraisal?

2. In general usage, how does replacement cost differ from fair market value as a description of
value?

3. State California's definition of actual cash value as given in this chapter. Identify its three
components.

4. According to this chapter, what determines whether a claim pays replacement cost or actual
cash value?



5. Define the effective date of an appraisal. How does it differ from the report date? What does
an appraisal report state about the two?

6. Under AppraiseItNow's practice, what is the effective date of a coverage appraisal, and what
is the effective date of a claim appraisal? Explain why each choice fits the purpose.

7. For an insurance coverage appraisal, what value standard does AppraiseItNow need for most
items, and what value standards apply to vehicles?

8. What two items does AppraiseItNow require for an insurance claim appraisal? Which
additional materials help? Which materials are not needed?

9. Does USPAP require an in-person inspection in every assignment? Who decides the scope of
work, and where is that scope described?

10. Under what three conditions may an appraiser use an extraordinary assumption, and what
must the report do when one is used?

11. In the hypothetical worked example, why did the claim appraisal reach a different
replacement cost for the rug than the coverage appraisal fourteen months earlier?

12. In the worked example's table, why does the amount under the definition equal $4,600 in
version A but $4,000 in version B?

13. Explain why a purchase receipt, though useful, is not by itself a measure of replacement cost.

14. Why should a report prepared for another purpose be checked for its value standard and
effective date before it is given to an insurer?

15. What photographs does AppraiseItNow ask for when appraising fine art remotely, and what
does it ask for when appraising a vehicle?

16. What does a policy limit represent, and why should it be kept separate from the value of an
item?

Further reading on property insurance valuation standards

The following sources are cited in this chapter and provide the primary text for the rules it states.

USPAP, 2024 edition (The Appraisal Foundation): Uniform Standards of Professional
Appraisal Practice. The source for the chapter's statements on scope of work and inspection,
extraordinary assumptions, and the effective date and report date of an appraisal.

Cal. Ins. Code § 2051(b): California Insurance Code, measure of indemnity: actual cash value.
The source for the California definition of actual cash value used in the core concepts and the
worked example.

www.appraiseitnow.com: AppraiseItNow, the publisher. The source for the description of
AppraiseItNow, its remote and in-person methods, its preparation of appraisals in
accordance with USPAP, and its exclusion of real estate.
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