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when it comes to insurance, we all 
know that the objective is to adequately 
cover our assets to hedge against 
unexpected losses. Overvalue, and 
you could pay thousands in excess 
premiums. Undervalue, and you could 
lose millions.

It’s in your interest to value your 
holdings accurately. But you may 
be surprised to learn that insurance 
companies also want you to be 
properly insured. sure, they can make 
some money on premiums if you’re 
wildly overpriced, but it’s more likely 
that you’ve undervalued your assets. 
After all, real estate prices keep going 
up in many jurisdictions — and that’s a 
big part of the total portfolio for many 
public entities across America.

“If you have a major loss and you’re not 
properly insured, you’re going to be an 
unhappy customer,” Edward Schmidt, 
manager of government services at Sky 
insurance, told Public Domain. “You’re 
going to think your insurance company 
should have known better.”

Ken Grey, president of marshall & 
Sterling Upstate, agrees. He points 
out that “as brokers, we sell a promise 
— and we want to make sure all the 
expectations are met.”

The problem for insurance agents is 
that there’s only so much they can do to 
estimate the value of any jurisdiction’s 
holdings. After all, most are not experts 
in real estate; nor can they be expected 
to know the replacement value for 50 
different models of lawn mowers or 
dozens of computer hardware and 
software systems.

That’s where an insurance appraisal 
comes in. it’s a useful tool to help you 
collect the information you need to 
value your holdings and insure them 
properly. An appraisal is a good 
way “to make sure your values are 
up–to–date and that they correspond 
with your insurance program,” Mike 
McGrath, senior vice president of the 
crump Group, told Public Domain.

An insurance appraisal generally 
includes a comprehensive review 
of all your physical facilities. it may 
include visual inspections, blueprint 
reviews, photographs, and other items, 
depending on how much information 
a public entity has available and 

how much needs to be gathered. A 
full appraisal will often include an 
inventory of all your assets. There are 
several companies that specialize in 
insurance appraisals and have worked 
with public entities, such as Industrial 
Appraisal Company, American 
Appraisal Associates, and Maximus 
Management and Financial Services. 
McGrath advises public entities 
seeking insurance appraisals to “use 
one appraisal company for all your 
properties, if possible, so you have 
consistent guidelines and per square 
footage acceptability.”

A comprehensive appraisal can be 
costly, but most people working in 
the insurance field think the value 
outweighs the cost in the long run for 
both large and small entities. “Being 
small doesn’t mean you don’t have 
some liabilities,” says Edward Schmidt. 
“If fact, smaller entities often don’t have 
the funds to replace assets if they don’t 
adequately insure them.”

In conversation with the people 
interviewed for this article, five 
major benefits of insurance 
appraisals emerged:

1) It’s easier to get the best bang for
your insurance buck.

“If you have an insurance appraisal, 
your broker can more easily market 
your program,” says Marjorie 
Oxaal, district manager of American 
Appraisal Associates in San Francisco. 
Why? Because having an accurate, 
up–to–date insurance appraisal takes 
the guesswork out of the pricing. If a 
carrier can see the actual value of your 
portfolio, from the fixed assets down 
to the last computer inside, then that 
company doesn’t have to account for a 
worst–case scenario.

Oxaal advises public entities to 
negotiate with their brokers before 
they undergo an appraisal to see if 
the broker will split the appraisal fee. 
She argues that having an appraisal 
saves a broker considerable time and 
work. As a result, some brokers may 
be willing to pay a percentage of the 
appraisal fee in return for the time they 
will save by not having to assess the 
client’s assets themselves.
Edward Schmidt agrees that appraisals 
are a time–saver, and he adds that 
having an appraisal “eliminates a lot of 

the guesswork an agent goes through” 
in estimating value. He notes that even 
with an appraisal in hand, a number 
of public entities have a tendency to 
submit only part of their information 
package — such as the square 
footages of buildings — but not the 
details. Schmidt advises submitting as 
much information as you can, including 
any photographs you have of your 
properties and their contents.

2) An insurance appraisal can
facilitate compliance with 
GASB-34.

As you probably know, the Fixed 
Asset Compliance Rule requires 
public entities to prepare an accurate 
record of all their holdings. While an 
insurance appraisal may not be exactly 
the same (you need to amortize the 
value of a building for GASB correct-
34, for example, versus knowing 
the replacement value for insurance 
purposes), they require much of the 
same information. Undertaking both 
processes at the same time can save 
public entities considerable money.

3) It’s easier to accurately 
assess losses.

While you always hope you won’t 
have any major losses, it’s important 
for everyone — public entities included 
— to have as accurate a record 
as possible of the value of lost or 
damaged holdings.

“If you have the appraisal and 
inventory in hand, it can save so much 
time,” says Ken Grey. After all, anyone 
who’s ever had a property loss knows 
that providing proof of loss can be a 
major undertaking — not to mention 
a major expense. A current appraisal 
makes it far easier for both you and 
your insurance company to determine 
your loss value.

Ted Joyce, vice president of marketing 
and commercial operations with JMB 
Insurance Agency, adds that “a lot of 
public entities have buildings that are 
historical in nature.” many of these 
structures were built using materials 
that are more costly to replace today 
than materials for the average, newer 
building. Joyce notes that an insurance 
appraisal that reflects the replacement 
cost can be invaluable. After all, 
he says, “you want the insurance 
company, not the taxpayer or the public
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entity’s budget, to replace [your 
historical building] in its entirety.”

4) An insurance appraisal facilitates
good asset stewardship.

An insurance appraisal enables 
public entities to compile an accurate 
record not only of their properties, but 
also of their furniture, fixtures, heavy 
equipment, computers, and other 
assets. Edward Schmidt notes that 
some of his clients have opted to install 
bar codes on everything — an option 
recommended by many insurance 
companies — to make it easier to keep 
track of what’s been added to and 
deleted from the total inventory. Bar 
codes also help minimize theft and 
make it easier to track the movement of 
equipment between facilities.

5) There are very few blanket
insurance policies left.

Prior to the September 11, 2001, 
terrorist attacks on Washington and 
New York, many insurance companies 
offered blanket policies that insured an 
entity up to a total dollar amount for 
all its holdings. Now, however, almost 
all policies are based on the agreed–
upon value for each property and its 
contents. An insurance appraisal can 

help your jurisdiction ensure that it is 
fully protecting itself financially.

For example: a town loses a building 
in a fire. The property was insured 
for $3 million and the contents for 
$1 million. It turns out, however, that 
replacing the building and everything 
inside will cost $6 million. The public 
entity is now out $2 million. “This 
example demonstrates that you need 
to be correct in your assessment of 
value,” adds Marjorie Oxaal.

And the losses could be even higher 
if your policy has a co–insurance 
penalty clause. co–insurance penalty 
clauses are designed to make sure 
policyholders insure their assets to the 
accurate value. After all, if everyone 
underinsured, then companies wouldn’t 
be collecting the premiums they need to 
pay off major client losses.

In the above example, the town 
undervalued its assets by a third. Once 
the co–insurance penalty is assessed, 
the payment to the jurisdiction could 
drop another 33.3%, leaving the public 
entity even further in the hole. In view 
of these potential costs, the long–term 
value of your insurance appraisal can 
quickly outweigh the up–front costs. u
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How Current Is
Current?

Once you’ve commissioned a 
complete insurance appraisal, 
the good news is that it isn’t 
necessary to repeat the process 
every year. But you should 
reappraise everything at least 
once every five to seven years, 
recommends Marjorie Oxaal of 
American Appraisal Associates.

Having said this, you do want 
to routinely update your asset 
inventory, so you have as 
complete a record of your full 
holdings as possible. Some 
companies will provide partial 
reappraisals annually — at a 
fraction of the cost of the full 
appraisal — to help public 
entities keep their information up 
to date.


