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Understanding Commercial and Industrial 

Insurance Claims 

 

 

A Practical Handbook for Business Owners Navigating High-Risk Commercial Losses 

 

This handbook was created to help business owners understand what typically happens 

during a commercial or industrial insurance repair claim. Many insureds assume the 
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process will be simple: a loss occurs, the insurer inspects, and repairs are paid for. In reality, 

commercial claims often involve friction, delays, documentation burdens, and pricing 

disputes that can disrupt operations and create major out-of-pocket risk. 

 

This handbook explains what to expect, why friction happens, and how an insured can 

protect their recovery while maintaining safety, compliance, and project continuity. 

 

Welcome to the Beginning of Your Claim 

What to expect immediately after a commercial loss occurs. 

Commercial losses are stressful because they affect safety, operations, revenue, and 

compliance. The first days of a claim often determine whether the project stays stable or 

becomes delayed and disputed. 

 

The insured should understand early that insurance claim handling is not the same thing as 

construction project execution. The insurer focuses on cost control and policy 

interpretation. The insured must focus on restoring safe and lawful operations. 

HOW YOU COMMUNICATE MATTERS 

Communication with the insurer is not casual—it becomes part of the official claim record 

that determines what gets paid and what gets disputed. Every email, phone summary, and 

written comment can influence how the insurer frames the narrative of the loss, the 

urgency of the work, and the reasonableness of the costs. When communication is vague, 

emotional, or inconsistent, insurers gain leverage to delay approvals, question scope, and 

reduce payment. This often creates funding gaps where the contractor has already 

performed necessary work under contract, but the insurer slows payment or disputes costs 

based on unclear wording. Professional, fact-based communication tied to safety, 

mitigation, and compliance is one of the simplest ways to protect your recovery and prevent 

costly project shutdowns. 

REMOVE EMOTIONS – BE CAREFUL they can and will use what you say to minimized 

payout, slowdown repairs, construction, policy payouts and limit losses to the insurer they 

represent. That is part of the adjuster’s responsibilities to their organization. 

 

Key Principles in the First Stage of a Claim 

Safety and hazard elimination cannot wait for insurer approval. 

In commercial facilities, dangerous conditions often exist immediately after a loss event. 

These hazards can include exposed electrical systems, unstable ceilings, structural 
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movement, unsafe equipment, or blocked emergency exits. The insured and contractor 

cannot treat these hazards as optional. If a hazard exists, it must be stabilized quickly to 

prevent injury and prevent additional loss. 

The key parties involved in this responsibility include the business owner, facility manager, 

contractor, and any employees, customers, or visitors who may enter the space. In 

industrial environments, hazards may also impact machinery systems, process piping, 

production lines, and critical operational infrastructure. If the facility remains open, the 

exposure is even higher. 

Insurers may later question why work began before they issued written approval, but the 

insured should understand that the insurer does not carry day-to-day responsibility for 

onsite safety. If an injury occurs due to a known hazard, liability can fall on the insured and 

contractor. This is why hazard elimination must be treated as urgent and necessary, even if 

the claim file is still being reviewed. 

 

Mitigation is often required under most property policies. 

Most commercial property insurance policies contain language requiring the insured to take 

reasonable steps to protect property from further damage. This is commonly referred to as 

the duty to mitigate. It exists because insurance is intended to cover sudden loss events, not 

extended deterioration caused by delay. 

Mitigation may include emergency water removal, temporary roof tarping, controlled 

removal of unstable building materials, containment setup, or temporary shutdown of 

unsafe systems. The goal is not to complete reconstruction immediately, but to stop the 

damage from spreading while the claim is being evaluated. 

This obligation creates one of the most common tensions in commercial claims. Insurers 

may later claim work was performed too quickly, while the insured’s policy and operational 

reality require fast action. The best way to protect recovery is to document mitigation work 

clearly so the claim record supports that actions were necessary and reasonable. 

 

Documentation is critical before demolition or removals occur. 

Insurance recovery depends heavily on proof. If damaged materials are removed without 

documentation, the insurer may claim they cannot verify the damage, the severity, or the 

necessity of removal. This is one of the most common reasons insurers reduce or dispute 

scope after work begins. 

The insured should expect the contractor to document damage with wide-angle photos, 

close-up photos, and video walkthroughs. Documentation should show not only what was 
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damaged, but why it was dangerous, non-compliant, or disruptive to operations. In 

commercial environments, one photo is rarely enough to show true severity. 

Once materials are removed, the physical evidence is gone. Even if the contractor acted 

correctly, insurers may dispute necessity without proof. Proper documentation prevents 

the insurer from rewriting the narrative later and claiming the contractor removed too 

much or acted without justification. 

 

The claim file becomes the record that determines recovery. 

Many insureds believe that because the damage is real, the claim will automatically be paid 

fairly. In practice, commercial claim recovery is often determined by what can be proven 

through written records, photos, timelines, invoices, and professional communication. 

The claim file is built from emails, inspection notes, estimates, reports, and documentation 

submitted by the insured and contractor. Every statement becomes part of the record. That 

means careless emails or vague explanations can unintentionally weaken recovery and 

create leverage for the insurer to reduce payment. 

A clean claim file is one of the insured’s greatest advantages. When documentation is 

organized and communication is professional, insurers have less ability to delay, dispute, or 

deny costs. The insured should treat the claim file like a legal record from day one. 

Let’s Review the Key Steps of the insurance process to come! 
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The Core Insurance Claim Process (Commercial & Industrial) 

 

Loss Event & Initial Response 

The process begins when a covered loss occurs. Immediate priorities include life safety, 
hazard elimination, and preventing further damage. Emergency stabilization, temporary 
protection, and system shutoffs often occur at this stage—sometimes before the insurer has 
inspected. Early actions must be reasonable, necessary, and documented to remain 
defensible. 

 

Claim Reporting & File Creation 

The loss is reported to the insurance carrier, and a claim file is opened. The insurer assigns 
an adjuster and begins building the official record that will later determine payment. From 
this point forward, written communication, documentation, and timelines matter. The claim 
file becomes the permanent narrative of what happened and why actions were taken. 

 



© 2026 Grand Rapids Construction. All rights reserved. 
 

Inspection & Damage Verification 

The insurer inspects the property to verify damage, causation, and scope. In commercial 
claims, multiple inspections are common, especially when structural, mechanical, or life 
safety systems are involved. This stage often becomes a bottleneck, as work may need to 
proceed for safety reasons while inspections are still pending. 

 

Mitigation & Stabilization 

Most commercial policies require the insured to take reasonable steps to prevent further 
damage. This includes emergency water removal, temporary roofing, shoring, demolition of 
unstable materials, containment setup, and safety controls. These costs are often 
scrutinized later, making clear documentation critical. 

 

Scope Development & Estimating 

Both the contractor and insurer develop repair scopes. Insurers typically rely on 
standardized estimating tools, while contractors price based on real execution 
requirements, compliance obligations, and site conditions. Differences between these 
approaches often create early pricing and scope disputes. 

 

Governance, Permitting & Professional Review 

When damage affects regulated systems, municipalities and governing bodies require 
permits, inspections, and often engineering or architectural review. Sealed plans and 
drawings may be legally required before reconstruction begins. This phase adds time and 
cost but is mandatory for lawful repair and occupancy. 

 

Claim Review & Negotiation 

The insurer reviews submitted documentation, estimates, invoices, and professional 
reports. Disputes may arise over pricing, scope, sequencing, compliance costs, or 
“authorization.” This stage often includes partial approvals, requests for re-inspections, or 
internal escalation within the carrier. 
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Payment Issuance (Partial & Progressive) 

Commercial claims are rarely paid in one lump sum. Insurers often issue partial or progress 
payments while disputed items remain under review. Depreciation may be withheld, or 
payment may be split between actual cash value and replacement cost. Payment timing can 
directly affect project momentum. 

 

Reconstruction & Ongoing Documentation 

Once approvals and permits allow, permanent reconstruction proceeds. Hidden damage, 
code requirements, or design changes may trigger change orders and additional claim 
review. Continuous documentation is required to protect recovery as scope evolves. 

 

Closeout, Final Inspections & Claim Resolution 

After work is complete, final inspections are passed, and documentation is submitted. 
Remaining depreciation or disputed amounts are resolved, and the claim is closed. Delays at 
this stage often relate to missing paperwork, unresolved disputes, or incomplete 
compliance records. 

 

Why These Processes Create Friction 

Each phase operates on a different timeline: 

 Safety and operations demand immediate action 
 Governance demands compliance before approval 
 Contractors must execute real work under real conditions 
 Insurers move through review and cost-control systems 

The more complex the facility and the higher the regulatory burden, the more these 
timelines collide. 

The Key Takeaway 

Claims don’t fail because damage wasn’t real—they fail when processes are misunderstood, 
lack documentation, or delayed without strategy. Knowing these stages allows clients to act 
decisively without weakening the claim, maintain compliance, and keep recovery moving 
forward. 
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The Four Key Players in a Commercial Insurance Claim — and Why Friction Occurs 

Every commercial or industrial insurance claim involves four major players. Each has a 
different responsibility, different incentives, and different pressures. When an incident 
occurs, these roles collide—often creating confusion, delays, and friction. Understanding 
who does what (and why conflicts arise) is one of the most important steps in protecting the 
outcome of a claim. 

The Client (Business Owner / Facility Operator) 

The client’s responsibility is to protect people, operations, and the business itself. This 
includes addressing immediate safety hazards, preventing further damage, maintaining 
regulatory compliance, and restoring operations as quickly as possible. The client is legally 
responsible for what happens inside the facility—regardless of insurance approval 
timelines. Friction arises because the client’s urgency is operational and legal, while other 
parties may move slower or prioritize different objectives. 

The Insurer 

The insurer’s role is to interpret the policy, evaluate coverage, and control payout. 
Insurers rely on standardized estimating systems, internal approval processes, and 
documentation reviews to manage financial exposure. Their goal is cost certainty and 
defensible payment—not speed or operational recovery. Friction occurs because insurers 
often require time, inspections, and documentation before approving work, even when 
immediate action is necessary for safety or compliance. 
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Governing Bodies (Municipalities, Inspectors, OSHA, Code Authorities) 

Governing bodies exist to enforce safety, building codes, and lawful occupancy, not to 
accommodate insurance timelines. Cities, inspectors, fire marshals, and regulatory agencies 
can require permits, engineering reviews, inspections, and specific repair methods. Their 
directives are mandatory and non-negotiable. Friction is created when code requirements 
expand scope or cost beyond what an insurer initially expects or wants to pay—but 
compliance is still required for the facility to reopen legally. 

The Contractor 

The contractor’s responsibility is to execute the work safely, correctly, and in 
compliance with real-world conditions. This includes stabilizing hazards, coordinating 
licensed trades, implementing containment and protection, sequencing work around 
operations, and documenting everything performed. Contractors must balance jobsite 
reality with insurer scrutiny. Friction arises because contractors build projects based on 
actual execution requirements, while insurers often rely on standardized pricing models 
that don’t fully account for compliance, safety, or operational complexity. 

Why Friction Is Inevitable 

Friction exists because these four players are not misaligned by accident—they are aligned 
to different responsibilities. The client must act quickly, the insurer must control cost, 
governing bodies demand compliance, and the contractor must deliver safe, lawful work. 
When urgency, cost control, regulation, and execution intersect, tension is unavoidable. The 
key to a successful claim is not eliminating friction—but understanding it, documenting 
decisions clearly, and managing the process professionally so the claim remains defensible 
from start to finish. 

The Clients Responsibilities  

The client—typically the business owner or facility operator—sits at the center of every 
commercial insurance claim and carries the greatest overall responsibility. From the 
moment an incident occurs, the client is accountable for safety, operational continuity, 
regulatory compliance, and protecting employees, customers, and the public. These 
obligations exist regardless of insurance approval, claim status, or payment timelines. While 
insurers evaluate coverage and governing bodies enforce compliance, the client is the party 
legally responsible for what happens inside the facility and for how quickly risks are 
addressed. 

One of the most difficult challenges for the client is navigating conflicting priorities between 
the insurer and governing authorities. Insurers focus on documentation, inspections, and 
cost control, often moving slower than operational realities allow. Governing bodies, on the 
other hand, require immediate hazard mitigation, permits, inspections, engineering review, 
and compliance with current codes—without regard for insurer preferences or estimating 
models. The client is often caught in the middle, expected to delay action for insurer 
approval while simultaneously being required by law to act quickly to maintain a safe and 
lawful environment. 
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The client must also manage execution through the contractor, who operates in real-world 
conditions and must balance safety, compliance, sequencing, and documentation while 
facing insurer scrutiny. When delays, scope disputes, or payment gaps arise, the pressure 
typically lands on the client—financially and operationally. Without a clear understanding 
of how these three parties interact, clients can unintentionally weaken their claim, delay 
recovery, or assume risks they did not anticipate. Education, documentation, and informed 
decision-making are the client’s strongest tools for maintaining control throughout the 
process. 

The Insurer Responsibilities  

The insurer plays a central role in the claim process, but it is important for the client to 
understand exactly what that role is. The insurer’s agreement is with the policyholder, and 
their responsibility is to interpret policy language, evaluate coverage, and determine what 
they believe is owed under the contract. Insurers are not licensed contractors, they do not 
perform the work, and they are not responsible for executing repairs in a safe or code-
compliant manner. Their involvement is primarily financial and administrative, and their 
decisions are shaped by internal review processes, estimating systems, and claim-handling 
procedures. 

Because insurers manage financial exposure, they often operate with caution—especially on 
large commercial losses where scope can expand quickly. In many cases, insurers will delay 
approvals, request re-inspections, demand additional documentation, or dispute line items 
until they feel the cost is justified and defensible. This caution is not always personal or 
malicious, but it creates real friction because commercial projects cannot always wait. 
Safety hazards, operational shutdowns, and regulatory obligations often require immediate 
action, even when the insurer is still reviewing the file. 

This dynamic impacts every other party involved. The client is pressured to restore 
operations quickly while also being forced to justify every decision in writing. Contractors 
must perform real work under real jobsite conditions while defending pricing and 
compliance requirements that estimating software may not recognize. Governing bodies 
enforce permits, inspections, and code compliance regardless of what the insurer wants to 
pay. As a result, the insurer’s financial caution often becomes the main force that slows 
progress, increases documentation burden, and creates funding gaps—placing the 
operational and legal risk on the client while the claim is still being negotiated. 

Governing bodies Responsibilities  

Governing bodies—such as municipal building departments, inspectors, fire marshals, 
health departments, and OSHA-related authorities—exist for one purpose: to enforce 
safety, code compliance, and lawful occupancy. Their role is not influenced by insurance 
policy language, claim budgets, or adjuster preferences. When a commercial or industrial 
incident occurs, these authorities may require permits, inspections, engineering review, and 
specific repair standards before work can proceed or before a facility can legally reopen. 
Their priority is protecting the public, employees, and building occupants—not speeding up 
the insurance process. 
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One of the biggest misunderstandings in commercial claims is assuming these requirements 
are optional. In reality, governing bodies often require sealed plans, drawings, and 
professional oversight because commercial buildings involve higher risk systems—
structural loads, fire-rated assemblies, emergency egress pathways, mechanical and 
electrical infrastructure, and regulated operational environments. When damage impacts 
these systems, the repair must follow a formal compliance pathway, and in many cases 
architects or engineers become a legal requirement. This is not paperwork for the sake of 
paperwork—it is a documented method of ensuring repairs meet modern code standards 
and reduce liability exposure. 

This creates friction because governing bodies do not wait for insurance approvals. If 
hazards exist, they may require immediate correction. If permits are required, they may halt 
work until approvals are obtained. If code compliance expands scope, the insured must still 
comply even if the insurer disputes cost or necessity. Contractors are forced to build the 
project around inspection timelines and regulatory sequencing, and the client is caught 
between insurer cost control and government enforcement. Understanding this reality early 
helps the client avoid delays, failed inspections, and disputes that can derail the project and 
weaken the claim. 

The Contractors Responsibility  

The contractor’s agreement is with the client, not the insurer. The contractor is hired to 
execute the work safely, lawfully, and professionally under real jobsite conditions—not to 
follow insurance estimating preferences or internal carrier guidelines. From the moment 
they mobilize, the contractor assumes responsibility for hazard mitigation, worker safety, 
sequencing, coordination of licensed trades, and compliance with all applicable codes and 
regulations. Their obligation is to restore the facility in a manner that will pass inspection 
and support lawful occupancy, regardless of whether the insurer has fully approved scope 
or pricing. 

Contractors must also comply with governing bodies and regulatory authorities throughout 
the project. This includes obtaining permits, coordinating inspections, working with 
engineers or architects when required, implementing containment and safety controls, and 
following code-driven repair methods. These requirements often dictate how work is 
performed, how long it takes, and what it costs. While insurers may question these steps, 
contractors cannot ignore them without creating serious risk for the client—failed 
inspections, stop-work orders, or liability exposure. Compliance is not optional, and the 
contractor must build the project around these obligations. 

At the same time, experienced commercial contractors often play a critical support role in 
helping the client navigate the overall process. This includes documenting damage and 
hazards, providing clear scope narratives, justifying compliance-driven costs, and 
responding professionally to insurer questions or disputes. Contractors operate at the 
intersection of operations, regulation, and insurance review, and while they do not control 
coverage decisions, they help translate real-world execution into documentation that 
supports the claim. When done correctly, this assistance reduces confusion, keeps the 
project defensible, and helps all parties move through an otherwise complex and high-risk 
process more effectively. 
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The Contractor’s Responsibilities in a Commercial Insurance Loss 

Why emergency commercial work is far more complex than most people expect 

When a commercial or industrial incident occurs, the contractor is not just repairing 
damage—they are managing an emergency restoration project under legal, safety, 
operational, and insurance pressure. In most cases, the contractor becomes the central 
execution point responsible for coordinating nearly every moving part of the recovery 
process, often while the facility is partially operational or unsafe. 

Below is a clear breakdown of what contractors are commonly responsible for during 
commercial insurance-driven repairs: 

 

What the Contractor Must Manage (Often Immediately) 

Client Needs & Operational Requirements 

 Understanding business-critical areas (production zones, restricted access areas, 
equipment zones) 

 Maintaining safe occupancy pathways and emergency exits 
 Coordinating work around operational schedules and downtime windows 
 Protecting inventory, machinery, sensitive materials, and finished goods 
 Communicating daily progress and impact to the client’s management team 
 Minimizing disruption to employees, customers, tenants, or vendors 

 

Safety & Risk Control Responsibilities 

 Identifying hazards (collapse risk, electrical hazards, contamination, fire risk) 
 Establishing jobsite safety protocols and restricted access zones 
 Installing barriers, signage, and temporary protection systems 
 Coordinating OSHA-level safety compliance and documentation 
 Maintaining site supervision and safety enforcement 
 Creating emergency stabilization plans when conditions are unsafe 

 

Trades and Subcontractor Coordination 

 Coordinating licensed electricians for shutoffs, temporary power, rewiring, or panel 
work 

 Coordinating licensed plumbers for isolation, repairs, and system restoration 
 Coordinating HVAC, mechanical, and rooftop equipment trades 
 Coordinating fire suppression contractors and sprinkler system repairs 
 Coordinating structural trades (steel, concrete, framing, masonry) 
 Coordinating specialty subs (roofing, flooring, coatings, insulation, drywall, etc.) 
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 Managing vendor schedules, scope overlap, and trade sequencing 

 

Engineering & Architectural Requirements 

 Determining whether engineering is legally required 
 Coordinating structural engineer site visits and documentation 
 Coordinating stamped plans and sealed repair designs 
 Coordinating architectural drawings when required for code compliance 
 Providing measurements, site conditions, and field documentation for plan creation 
 Integrating engineering recommendations into actual build sequencing 

 

Permitting & Building Department Coordination 

 Communicating with the city building department and plan reviewers 
 Submitting permit applications and documentation packages 
 Coordinating required inspections (building, electrical, plumbing, mechanical) 
 Responding to inspector correction notices and compliance changes 
 Scheduling inspections around job progress to prevent shutdowns 
 Ensuring work passes inspection to avoid rework and delays 

 

Health Department / Contamination Control (When Applicable) 

 Managing sanitation requirements for food facilities, kitchens, medical buildings, 
etc. 

 Installing containment systems and dust/air control 
 Preventing contamination of products, equipment, and production areas 
 Following cleaning protocols, negative air requirements, and disposal rules 
 Documenting compliance steps that are not visible in finished work 

 

Insurance Requirements & Documentation Burden 

 Photographing and documenting damage before removal or demolition 
 Creating daily logs and progress documentation 
 Writing scope narratives that explain why work is necessary 
 Separating stabilization costs vs reconstruction costs for claim clarity 
 Producing invoices in a defensible structure (labor, materials, supervision, 

mobilization) 
 Responding to insurer questions, pricing disputes, and scope challenges 
 Attending insurer inspections and re-inspections 
 Supporting justification for code upgrades, permit requirements, and compliance 

burdens 
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Scheduling, Procurement, and Logistics 

 Scheduling crews around emergency priority timelines 
 Coordinating material ordering and lead times (often under urgency) 
 Managing equipment logistics (lifts, dumpsters, air scrubbers, containment systems) 
 Planning mobilization and demobilization (often multiple times due to delays) 
 Coordinating delivery access, loading docks, and staging zones 
 Sequencing work to avoid downtime extensions or unsafe overlap 

 

Temporary Protection and Site Control 

 Installing temporary roof protection, board-ups, and weather barriers 
 Protecting unaffected areas from water intrusion, debris, and dust migration 
 Setting up temporary partitions, floor protection, and air management 
 Maintaining temporary conditions while waiting on approvals or permits 
 Securing the building against theft, vandalism, or further loss 

 

Financial Management Under Claim Uncertainty 

 Managing project cash flow while insurer payment timing is uncertain 
 Coordinating subcontractor payments and supplier terms 
 Tracking costs in real time as scope expands or hidden damage is discovered 
 Handling remobilization costs if work is delayed due to inspections or claim review 
 Protecting the client from funding gaps and project shutdown risk 
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Why Emergency Commercial Work Is So Difficult 

In an emergency commercial loss, contractors are expected to act immediately—often 
within 24–72 hours—while operating inside a system that is slow, documentation-heavy, 
and approval-driven. The contractor must stabilize hazards quickly to protect life and 
property, while simultaneously preparing a defensible claim file that proves why work was 
necessary. They must also coordinate code enforcement, permitting, inspections, trade 
scheduling, and operational constraints—all while the insurer may still be reviewing scope, 
questioning pricing, or requesting re-inspections. 

This is why commercial insurance repairs require more than “construction.” They require 
leadership, compliance knowledge, documentation discipline, and project management 
under pressure. When executed correctly, the contractor becomes the stabilizing force that 
helps the client regain control, satisfy governing authorities, and keep the claim defensible 
from start to finish. 
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Selecting the Right Contractor 

Why commercial insurance repair requires specialized contractors. 

Many commercial claims become damaged because the insured selects a contractor who 

does not understand insurance friction, documentation standards, or regulated 

environments. Commercial insurance repair is not simply construction—it is construction 

plus compliance plus claim negotiation. 

 

The contractor you select is often the single biggest factor in whether your project stays on 

track or becomes delayed, disputed, and underpaid. 

 

10 Questions to Ask Your Contractor Before Signing 

How many commercial insurance repair projects have you managed? 

Commercial insurance repair is different than standard construction because it involves 

insurer documentation requirements, third-party inspections, and frequent scope disputes. 

Contractors who have not worked in this environment may be surprised by insurer 

resistance and may not know how to protect the claim file. 

The insured should request real examples of similar projects, including projects where the 

contractor had to work through claim disputes, delayed payments, and scope revisions. The 

goal is not just construction experience—it is construction experience under claim 

pressure. 

If a contractor cannot provide clear examples, it does not automatically mean they are 

unqualified. However, it increases the risk of delays, billing disputes, and funding gaps later 

in the project. 

 

Do you provide logs, photo documentation, and written scope summaries? 

Insurers often reduce payment because work is not documented in a way that aligns with 

claim review standards. Logs, photo reports, and written scope narratives provide the proof 

insurers need to justify payment and reduce dispute risk. 

The insured should expect documentation before, during, and after work is performed. This 

includes not only damage photos but also documentation of containment, temporary 

protection, safety controls, and compliance measures that insurers commonly dispute. 
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Without structured documentation, the claim becomes dependent on verbal explanations 

and memory. In commercial claims, that often leads to delays and reduced payout even 

when the work was legitimate. 

How do you handle insurer pushback on pricing and scope? 

A qualified commercial contractor expects insurer pushback. The insurer may request 

discounts, dispute supervision costs, challenge permit requirements, or claim that pricing 

should match standardized estimating software. This is common and should not surprise an 

experienced contractor. 

The contractor should be able to explain how they respond professionally, what 

documentation they provide, and how they justify compliance-driven costs. Contractors 

who respond emotionally or aggressively often weaken the insured’s claim credibility. 

The insured should look for contractors who treat insurer disputes like a business process: 

documentation, written responses, and structured negotiation rather than argument. 

 

Do you have experience in regulated environments (food production, healthcare, 

industrial)? 

Regulated environments have additional requirements related to sanitation, contamination 

control, safety, sequencing, and documentation. These requirements often create additional 

cost that insurers may not initially include in their estimates. 

A contractor without regulated-environment experience may underprice the work or fail to 

implement required protection measures. This can create serious compliance risk for the 

insured and may lead to failed inspections, regulatory violations, or operational shutdowns. 

Insurers often dispute containment and compliance costs unless they are clearly 

documented. Contractors experienced in regulated environments are better equipped to 

justify these costs properly and defend them in writing. 

 

What is your plan for safety controls and temporary protection? 

Commercial losses often create hazards and expose valuable equipment or sensitive 

operational areas. Temporary protection and safety controls are required to prevent 

secondary damage and protect employees, visitors, and operations. 

Insurers frequently challenge these costs because they are not always visible in the final 

repair. The contractor should have a clear plan for barriers, signage, containment, floor 

protection, air control, and restricted access measures. 
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If a contractor cannot clearly explain these measures, the insured should assume that either 

the project will become unsafe or the insurer will later dispute the costs as unnecessary. 

 

How do you handle permits and municipal compliance? 

Permits are one of the most common conflict points in commercial insurance claims. 

Municipalities require compliance regardless of what the insurer wants to pay. A contractor 

who ignores permits may create serious risk for the insured. 

The contractor should be prepared to coordinate with the city, clarify permit requirements, 

and obtain written determinations when possible. In some cases, engineering or 

architectural review may be required for code compliance or life safety reasons. 

A strong contractor views permitting as a protective measure for the insured. Insurers may 

criticize permitting as unnecessary, but municipalities can stop a project immediately if 

compliance is not met. 

 

Will licensed trades perform all electrical and plumbing modifications? 

Commercial facilities often require licensed trade involvement for electrical, plumbing, and 

life safety work. This is not simply best practice; it is often required by code and enforced 

through inspection and municipal review. 

The insured should ensure that licensed electricians and plumbers are used for 

disconnections and modifications. Trade invoices and written statements can also 

strengthen the claim file and reduce insurer ability to dispute necessity. 

Unlicensed work creates serious risk: inspection failures, liability exposure, and potential 

insurer denial arguments. Licensed trade involvement protects both the project and the 

claim. 

 

What pricing structure are you using (fixed price, cost-plus, time and material)? 

Pricing structure determines how risk is distributed between the contractor and insured. 

Fixed price contracts provide predictability, while cost-plus contracts can shift cost risk to 

the insured if scope expands or delays occur. 

In insurance work, fixed pricing is often preferred because it establishes clear agreement 

terms. However, fixed pricing must be supported by defined scope and clear change order 

processes so that hidden conditions are handled properly. 
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The insured should understand that insurers often prefer cost-plus or estimating-model 

pricing because it gives them leverage to reduce payout. Fixed pricing can protect the 

insured, but only if the contractor documents scope changes correctly. 

 

How do you handle change orders and hidden conditions? 

Hidden damage is common in commercial losses. Once demolition begins, additional 

damage may be discovered behind walls, above ceilings, or inside systems. This is not 

necessarily contractor error—it is normal in complex losses. 

The contractor should have a clear change order process that documents newly discovered 

conditions with photos, written scope narratives, and pricing justification. This protects the 

insured and keeps the claim defensible. 

 

If the insurer delays payment, what happens to the project schedule? 

Commercial projects require cash flow to keep subcontractors, materials, and crews 

mobilized. If the insurer delays payment, the contractor may pause work or require 

additional deposits. This is one of the most common reasons commercial projects stall. 

The insured should clarify whether the contractor will continue work while payment is 

disputed or whether work will pause until funding is received. This is one of the most 

important questions to prevent project shutdown. 

The insured should understand that the contractor’s contract is separate from the insurance 

policy. If the insurer delays payment, the insured may still owe the contractor under the 

agreement. This is why payment planning is critical. 

 

Understanding Your Insurer 

How insurers evaluate claims and why cost control is built into the system. 

Commercial insurers operate through standardized estimating systems, internal approval 

processes, and claim-handling protocols. The insurer may use tools like Xactimate pricing 

databases to develop estimates. However, estimating software is not always aligned with 

the real-world cost of executing work in regulated or high-liability environments. 

 

Understanding how insurers operate helps the insured avoid emotional responses and 

instead respond strategically. 
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Common Insurer Priorities 

Cost certainty and payout control 

Insurance companies are structured to manage financial exposure. In large commercial 

losses, even small scope increases can create major additional payout. For this reason, 

insurers focus heavily on controlling cost early and keeping scope within predictable 

boundaries. 

The insurer’s adjuster is often working within internal authority limits. If costs exceed those 

limits, the adjuster may need supervisor approval, consultant review, or internal pricing 

validation. This is one of the reasons payments and approvals can slow down unexpectedly. 

From the insured’s perspective, this cost-control mindset can feel adversarial. However, it is 

important to understand that cost certainty is built into insurer operations. The insured 

must respond by demanding clarity, written dispute explanations, and consistent 

documentation to protect full recovery. 

 

Policy language interpretation and limitation 

Insurance companies do not pay claims based on what feels fair. They pay based on the 

contract language of the policy. This means adjusters are trained to interpret coverage in 

ways that may limit payout when there is ambiguity. 

The insured should expect insurers to focus on exclusions, limitations, depreciation rules, 

and “betterment” arguments. This is particularly common in commercial settings where 

code compliance requirements can expand the scope beyond what the insurer initially 

anticipated. 

This is why professional communication matters. The insured should not argue emotionally 

about fairness. Instead, they should request written policy basis for reductions, request 

written denial language when scope is disputed, and build a claim file that supports 

necessity and causation. 

 

Standardized estimating tools and internal pricing models 

Many insurers rely on estimating platforms such as Xactimate or internal pricing models to 

establish a baseline cost. These tools are useful for standard losses, but they often fail to 

capture the real execution requirements of complex commercial projects. 

In regulated environments, costs may increase due to containment requirements, after-

hours work, specialty trade coordination, and safety supervision. Estimating tools may not 

reflect those realities unless line items are carefully added and justified. 
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The insured should understand that an insurer estimate is often a negotiation starting point, 

not a complete repair plan. Contractors who price based on real-world execution may 

appear “high” compared to standardized pricing, but that does not automatically mean the 

contractor is unreasonable. 

 

Reducing exposure to scope expansion 

Insurers are highly sensitive to scope expansion because commercial claims can grow 

quickly once demolition begins and hidden conditions are discovered. Scope expansion can 

include additional damage, code requirements, or compliance obligations that were not 

visible during the initial inspection. 

Because of this, insurers may attempt to limit early work, delay demolition, or request 

multiple inspections before authorizing next steps. These actions may appear frustrating, 

but they are often designed to reduce insurer exposure by slowing the claim pathway. 

The insured must manage this carefully. If delays create operational disruption or safety 

risk, the insured should document impacts and request written timelines. If scope 

expansion is legitimate, it must be documented and justified in a way that is difficult for the 

insurer to dismiss. 

 

Controlling claim documentation and narrative 

A commercial insurance claim is not only a construction process. It is also a narrative 

process. The insurer will build their own narrative about what happened, what was 

necessary, and what was reasonable. If the insured does not document properly, the 

insurer’s narrative becomes dominant. 

This is why insurers often request repeated documentation, ask for re-inspections, or delay 

payments while reviewing scope. These actions allow the insurer to maintain control over 

the file and ensure their interpretation is documented. 

The insured should respond by keeping communication professional and consistent, 

requesting written dispute explanations, and ensuring the contractor provides organized 

documentation. The insured should never allow the claim narrative to be based on vague 

assumptions or verbal conversations. 
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Why There Is Friction in This Process 

Why commercial claims feel adversarial even when nobody is acting maliciously. 

Friction occurs because the insured, contractor, and insurer operate under different 

responsibilities. The insured must restore operations safely and lawfully. The contractor 

must execute work under real jobsite constraints. The insurer must control cost and 

interpret coverage. 

 

This mismatch creates predictable conflict points around pricing, scope, timing, permits, 

and documentation. 

 

The Core Reasons Friction Exists 

The insurer is cost-driven, while the insured is operationally driven. 

The insured’s primary goal is to restore safe operations quickly. Every day of delay may 

impact production, revenue, employee safety, and customer obligations. In many 

commercial settings, delay creates significant business disruption and financial loss. 

The insurer’s primary goal is to evaluate coverage and control payout. Insurers are 

structured to prevent unnecessary or inflated payments, and they often move through 

internal review systems that are slower than the insured’s operational urgency. 

This mismatch naturally creates tension. The insured wants speed and certainty. The 

insurer wants review and control. The best way to manage this friction is documentation, 

written timelines, and consistent communication that forces clarity. 

 

Commercial compliance requirements create real costs that are not obvious to 

insurers. 

Commercial repairs often require containment, safety supervision, sequencing around 

active operations, and strict documentation. These costs are not always visible in the final 

repair. A finished wall does not show the containment system that protected production 

lines during demolition. 

Insurers may treat these costs as optional or excessive because their estimates are often 

built from standardized pricing assumptions. In reality, compliance and safety burdens are 

real project costs, not contractor “padding.” 

The insured must understand that compliance-driven costs often require stronger 

documentation than basic labor and material costs. If compliance work is not documented 

clearly, insurers will reduce it because they do not perceive its necessity. 
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Insurance estimating is not construction scheduling or management. 

Insurance companies often produce estimates quickly to establish a baseline payout. 

However, these estimates are not always a complete plan for executing the work. A claim 

estimate may omit sequencing realities, trade coordination requirements, or permit-driven 

scheduling constraints. 

Contractors must schedule trades, coordinate inspections, and sequence work to meet 

safety and compliance standards. This means real-world project timelines are often longer 

than insurer estimates suggest. 

When insurers misunderstand scheduling realities, they may accuse the contractor of 

moving too slowly or too quickly. The insured should insist on written schedules, written 

scope narratives, and clear explanation of compliance-driven sequencing. 

 

Understanding Everyone’s Role 

Why confusion about roles creates delays and payout reductions. 

 

The Insured’s Role 

Maintain operational continuity and protect employees and occupants. 

The insured is responsible for the safety of employees, visitors, and occupants. This includes 

ensuring that damaged areas are restricted, hazards are eliminated, and unsafe systems are 

isolated. The insurer does not assume this responsibility. 

In many commercial settings, continuing operations during a repair requires careful 

coordination. The insured must communicate operational constraints clearly to the 

contractor so work can be sequenced properly and safely. 

If the insured fails to prioritize safety and operational continuity, the claim can become 

more expensive due to secondary damage, injuries, or regulatory violations. The insured 

should treat safety as the first priority, not as an optional cost. 

 

Authorize repairs through a signed agreement with the contractor. 

The contractor’s authority to perform work comes from the insured, not from the insurer. 

The insured must sign a contract that defines scope, pricing, and terms. Without a signed 

agreement, the project becomes unstable and disputes become more likely. 
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Many insureds mistakenly assume the insurer will “approve” a contractor. In reality, the 

insured selects the contractor and is responsible for that decision. The insurer may dispute 

pricing, but that does not invalidate the insured’s agreement. 

A signed agreement also creates clarity. It protects the insured from confusion about 

payment expectations and provides a foundation for enforcing reasonable project 

execution. The insured should always maintain a copy of the signed contract in the claim 

file. 

 

Keep communication consistent and professional. (Especially when stressful)  

Every email, text, and phone conversation related to the claim can influence recovery. If the 

insured communicates inconsistently, insurers may use those inconsistencies to justify 

reductions or delays. 

The insured should avoid emotional statements or speculation. Instead, communication 

should focus on facts, safety, compliance requirements, and operational urgency. This 

protects credibility and keeps the claim file clean. 

Consistency also prevents division between the insured and contractor. If the insured 

undermines the contractor in writing, it can weaken the claim file and make it easier for the 

insurer to dispute scope. 

 

Maintain a clean claim file and document disruption. 

A clean claim file includes organized documentation such as invoices, photos, daily logs, 

permit correspondence, inspection notes, and communication records. This documentation 

becomes the evidence supporting recovery. 

The insured should also document operational disruption. If delays affect production or 

create financial loss, those impacts should be recorded. Even if business interruption 

coverage is not involved, disruption documentation strengthens urgency and supports 

reasonable action. 

Many insureds underestimate the importance of organization. A disorganized claim file 

increases delays because insurers repeatedly request information. Organization reduces 

insurer leverage and speeds resolution. 

 

The Contractor’s Role 
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Stabilize hazards and prevent further damage. 

The contractor’s first responsibility is often stabilization and mitigation. This may involve 

removing unstable materials, installing temporary protection, isolating electrical hazards, 

or implementing containment measures. 

In commercial environments, stabilization may require licensed trade involvement and 

strict safety oversight. The contractor must ensure that hazard elimination is performed 

responsibly and documented properly. 

Insurers may later question stabilization work, but if the contractor documents hazards 

clearly and ties actions to safety and mitigation, these costs are typically defensible. 

Stabilization is often the foundation of the entire claim. 

 

Coordinate licensed trades, compliance requirements, and sequencing. 

Commercial projects require coordination across multiple trades, inspections, and 

compliance requirements. Unlike residential work, commercial repairs often involve life 

safety, code enforcement, and operational sequencing constraints. 

The contractor must coordinate electricians, plumbers, HVAC trades, and specialty 

subcontractors as needed. They must also plan inspections, permit requirements, and 

compliance-driven sequencing to avoid project shutdown risk. 

This coordination is one of the biggest reasons commercial repair pricing differs from 

standardized estimating models. Coordination is real work and requires supervision and 

project management. If it is not performed correctly, delays and compliance failures occur. 

 

Document work performed and incurred costs. 

Commercial claim recovery depends heavily on proof. Contractors must document what 

was done, why it was done, and what it cost. This includes daily logs, photo logs, trade 

invoices, and scope narratives. 

In regulated environments, documentation is even more important. Containment systems, 

temporary protection, and compliance controls must be documented to justify cost and 

demonstrate necessity. 

A contractor who fails to document properly makes it easy for insurers to reduce payout. 

Documentation is not optional—it is part of professional commercial claim execution. 

 

Invoice in a structured and defensible manner. 
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The way invoices are presented often determines whether they are paid quickly or 

disputed. A strong contractor invoices in a way that clearly shows scope, labor hours, 

materials, and compliance-driven deliverables. 

Stabilization invoices should be separated from reconstruction invoices. Each invoice 

should include a brief narrative explaining the purpose of work performed and why it was 

necessary for safety or mitigation. 

Insurers often reduce invoices that are vague or lumped together. Structured invoicing 

makes it harder for insurers to claim costs are unreasonable, unauthorized, or unnecessary. 

 

The Insurer’s Role 

 

Evaluate coverage and interpret policy language. 

The insurer’s primary role is to determine what the policy covers. This includes evaluating 

whether the loss event is covered, what exclusions apply, and how valuation rules apply to 

payment. 

In commercial claims, policy interpretation can be complex. Disputes often arise around 

betterment, code compliance, depreciation, and whether certain work is considered pre-

existing or maintenance-related. 

The insured should understand that coverage evaluation is often a slow process. The best 

way to protect recovery is to request written clarification of disputed items and maintain a 

clean documentation record. 

 

Estimate cost and determine what they consider reasonable. 

Insurers often develop their own estimate using standardized pricing tools. This estimate is 

frequently used as a baseline for payment. However, insurer estimates may not reflect the 

real-world cost of executing work in complex commercial environments. 

The insurer may dispute costs that exceed their estimate, even if those costs are legitimate. 

This is why contractors must justify scope and pricing with documentation and compliance 

reasoning. 

The insured should view the insurer estimate as a starting point rather than a final repair 

plan. Insurers often negotiate from this estimate, and many legitimate costs are added later 

through documentation and justification. 
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Request documentation and inspections. 

Insurers often request documentation and inspections to validate damage and control 

scope. This may include re-inspections, consultant reviews, engineer evaluations, or 

requests for additional bids. 

While documentation requests can be frustrating, they are a normal part of commercial 

claim handling. However, repeated documentation requests can also be used as a delay 

tactic or leverage strategy. 

The insured should respond professionally and provide reasonable documentation, while 

also requesting written timelines and written explanations for disputed items. This 

prevents the claim from becoming stuck in endless review. 

 

Issue payments according to internal review processes. 

Insurance payments are often issued through internal systems that require adjuster 

approval, supervisor approval, or consultant review. These internal processes can slow 

down payment even when the work is clearly necessary. 

In many claims, insurers issue partial payments while disputed items remain under review. 

This can create funding gaps that threaten project continuity. The insured must respond 

quickly to partial payments by requesting written breakdowns and timelines. 

The insured should understand that delayed payment does not always mean denial. It often 

means the claim is moving through internal review. The insured’s job is to maintain 

pressure through written communication and documentation while keeping the project 

stable. 



© 2026 Grand Rapids Construction. All rights reserved. 
 

 

 

Common Practices Insurers Use to Limit, Reduce, or Deny 

Claims 

What to expect once the claim becomes expensive. 

Most commercial claims enter a negotiation phase after significant costs are incurred. At 

this point insurers may begin using strategies that slow progress or reduce payout. This 

does not automatically mean the claim is lost—it means the claim requires discipline. 

 

Understanding these practices allows the insured to respond strategically instead of 

emotionally. 

Common Insurer Statements and What They Often Mean 

 

“Your contractor is overcharging.” 

This is one of the most common statements insurers use to create leverage. When an 

insurer says your contractor is overcharging, they are often attempting to anchor the 

insured to a lower price expectation. This can also be used to create doubt and division 

between the insured and contractor. 

The insurer may compare contractor pricing to standardized estimating tools or internal 

pricing assumptions. However, those assumptions often do not include commercial 
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execution burdens such as containment, after-hours work, trade coordination, safety 

supervision, or regulatory sequencing. 

The insured should respond by requesting written disputed line items and the insurer’s 

written basis for reductions. If the contractor is legitimate and documentation-driven, 

pricing disputes can often be resolved through detailed scope justification rather than 

emotional argument. 

 

“We didn’t authorize this work.” 

Insurers frequently use the concept of authorization to avoid paying incurred costs. They 

may argue that because they did not approve work in writing, the cost should not be 

covered. This is especially common when stabilization work is performed quickly after a 

loss. 

In reality, many policies require mitigation and hazard elimination. Commercial facilities 

cannot wait for insurer approval if unsafe conditions exist. However, insurers may still 

attempt to deny costs if documentation is weak or if the work is not framed as mitigation. 

The insured should respond by emphasizing that work was emergency stabilization and 

mitigation performed to eliminate hazards and prevent further damage. The contractor 

should provide hazard documentation, daily logs, and scope narratives showing why 

immediate action was required. 

 

“We need a re-inspection before paying.” 

A re-inspection request can be legitimate, but it is also commonly used as a delay tactic. 

Insurers may request repeated inspections to slow the claim process, gain negotiation 

leverage, or wait for internal approvals before releasing payment. 

Re-inspections can become problematic when they stall project progress. If the contractor 

must demobilize or pause work while waiting for inspections, additional costs are created. 

These costs are often not accounted for in the insurer’s estimate. 

The insured should request written inspection timelines and ask what specific items the 

insurer is verifying. A professional approach is to cooperate while also documenting how 

inspection delays impact operations, schedule, and cost. 

 

“Your contractor is moving too fast.” 
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This statement is often used to control the claim narrative. Insurers may claim the 

contractor is moving too fast because rapid progress reduces the insurer’s ability to 

negotiate scope and pricing before costs are incurred. 

In commercial environments, fast action is often necessary due to safety hazards, 

operational disruption, contamination risk, or compliance requirements. Contractors may 

need to act quickly to prevent further damage or protect employees and equipment. 

The insured should respond by reframing the issue: work is being performed to eliminate 

hazards, maintain safe operations, and comply with municipal and safety requirements. The 

insured should avoid agreeing with the insurer’s suggestion that the contractor is acting 

irresponsibly. 

 

“This is betterment or upgrade.” 

Betterment is one of the most common insurer arguments for reducing payment. The 

insurer may claim that certain work improves the building beyond its pre-loss condition 

and therefore should not be covered. This argument is often used when code compliance 

requirements increase scope. 

In commercial claims, the insured is often required by municipal enforcement to restore 

systems in a lawful manner. Code compliance is not optional. If the city requires certain 

upgrades or repairs to meet current standards, the insured may have no choice but to 

complete them. 

The insured should request written denial basis and ask the insurer to clarify what 

alternative repair pathway they believe is legally acceptable. If compliance is required, the 

contractor should provide documentation supporting that the work is not elective but 

required for lawful occupancy. 

 

“We need additional bids.” 

Insurers may request additional bids to reset the pricing anchor. Even if the insured has 

already signed a contract and work has begun, the insurer may request bids to justify 

paying less than the contract price. 

This creates major disruption because new bidders are often pricing the job without having 

performed stabilization, containment, or early mitigation work. Bid comparisons may not 

be apples-to-apples, and insurers may use the lowest number as leverage. 

The insured should respond by asking why bids are needed and whether the insurer 

disputes specific line items. If bids are required, the insured should ensure bidders are 

pricing the same scope, compliance requirements, and sequencing burdens. 
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“We only pay Xactimate pricing.” 

This statement is often presented as if it is a rule, but it is usually a cost-control position. 

Xactimate is a standardized estimating database used by insurers, but it is not a 

construction contract and it does not always reflect real-world conditions in commercial 

projects. 

Xactimate pricing often assumes standard access, normal working hours, minimal 

containment, and simplified sequencing. In regulated environments such as food 

production, these assumptions may be incorrect. Compliance burdens, safety supervision, 

and operational continuity requirements often increase real costs beyond the standardized 

model. 

The insured should respond by acknowledging that Xactimate is a tool, but insisting that 

real-world compliance requirements and incurred costs must be recognized. The contractor 

should provide a structured justification narrative showing why actual execution costs 

differ from estimating software assumptions. 

 

 

 

Why Undermining Your Contractor Is One of the Fastest Ways to Damage Your Claim 

In complex commercial insurance claims, insurers rarely reduce payment by openly 
denying that damage exists. A far more effective strategy is undermining the contractor’s 
credibility. When an insurer can create doubt about the contractor’s pricing, pace, or 
judgment, they gain leverage to slow the claim, reduce scope, or delay payment—often 
without issuing a formal denial. 
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This strategy becomes especially effective when the insured echoes the insurer’s concerns 
in writing. Statements such as “this seems expensive,” “the contractor may be moving too 
fast,” or “I’m not sure all of this was necessary” can unintentionally validate the insurer’s 
position. Once those statements appear in the claim file, the insurer may treat them as 
confirmation that the work was questionable, allowing them to reduce payment while 
appearing reasonable. 

Why Insurers Use This Approach 

Insurers are not parties to the construction contract. They do not assume responsibility for: 

 contractor cancellation fees, 
 delay or remobilization costs, 
 trade scheduling disruptions, 
 or project shutdown penalties. 

Their obligation is limited to what they believe the policy requires them to pay. As a result, 
insurers can safely slow approvals or challenge scope without bearing the downstream 
consequences that affect the insured. Payment gaps, stalled projects, and contract disputes 
fall on the insured—not the carrier. 

How This Creates Risk for the Insured 

When a contractor is undermined, the insured often becomes exposed to: 

 funding gaps while disputed amounts are under review, 
 delay fees or demobilization charges, 
 extended operational downtime, 
 strained contractor relationships, 
 and loss of project momentum. 

Even worse, insurers may later argue that reduced payment was justified because the 
insured themselves questioned the work. At that point, reversing course becomes extremely 
difficult. 

The Key Reality to Understand 

Insurers are focused on minimizing payout under the policy, not managing construction 
risk under your contract. When you unintentionally support insurer skepticism, they 
weaken their own leverage and absorb risks the insurer will not. 

Maintaining alignment with a qualified, compliance-driven contractor—and keeping 
communication factual, professional, and consistent—is one of the most effective ways to 
protect both the project and the claim outcome. 
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A Real-World Example: How Payment Gaps Are Created 

A manufacturing facility experiences water damage from a failed overhead pipe. The 
contractor mobilizes immediately to remove saturated materials, protect equipment, and 
install containment. The city later confirms that permits and inspections are required 
before reconstruction. 

During an insurer call, the insured casually says: 

“We’re concerned this is getting expensive, and maybe the contractor moved faster than 
necessary.” 

That single statement becomes part of the claim file. 

Weeks later, the insurer reduces payment, citing: 

 “questionable urgency,” 
 “lack of authorization,” and 
 “concerns raised by the insured.” 

The contractor invoices for completed work under the signed contract. The insurer delays 
payment. The project stalls. The insured now faces: 

 a funding gap, 
 demobilization costs, 
 extended downtime, 
 and potential cancellation or delay fees. 

The insurer bears none of those consequences. The insured does. 

What Went Wrong 

Nothing about the work was improper. The failure occurred in communication, not 
construction. By echoing insurer skepticism, the insured unintentionally handed the insurer 
leverage to reduce payout while remaining contractually insulated. 

 

The Key Rule for Insured 

If you have concerns about cost, speed, or scope: 

 raise them directly with your contractor, not the insurer, and 
 keep insurer communication fact-based, compliance-driven, and professional. 

Once doubt enters the claim file, it is extremely difficult to remove. 
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Why Insurers Push for Delays — and When Delays Actually Increase Cost 

In commercial insurance claims, delays are often framed as “due diligence,” “review,” or 
“waiting for approval.” While some review is reasonable, insureds need to understand an 
uncomfortable truth: delay is one of the insurer’s most effective cost-control tools. 

When work slows or pauses: 

 fewer costs are incurred, 
 contractor momentum is lost, 
 pressure shifts back onto the insured, 
 and negotiation leverage increases for the insurer. 

From the insurer’s perspective, delay carries very little downside. They are not responsible 
for business interruption outside of policy terms, they are not liable for contractor standby 
costs, and they are not parties to the construction contract. 

For the insured, however, delay often increases total cost. Extended downtime, 
remobilization, temporary protection extensions, trade rescheduling, and lost operational 
efficiency all add expense that insurers frequently refuse to pay. What looks like cost 
control on paper often creates higher real-world loss for the business. 

Key reality: Speed done responsibly reduces cost. Delay done passively increases it. 
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Funding Gaps: Why They Happen and How Projects Stall 

A funding gap occurs when the contractor has performed work under a signed agreement, 
but the insurer has not yet paid—or has only partially paid—for that work. This is one of 
the most common failure points in commercial claims. 

Funding gaps typically arise when: 

 insurers issue partial payments while disputing scope or pricing, 
 depreciation is withheld without clear explanation, 
 approval is delayed after work was reasonably required, 
 or documentation is reviewed slowly while costs continue to accrue. 

Insurers are insulated from these gaps because they are not obligated to keep your project 
moving. Contractors, on the other hand, must pay trades, suppliers, and labor. When gaps 
grow too large, contractors may: 

 slow work, 
 demobilize, 
 require additional deposits, 
 or enforce contract terms related to delay or suspension. 

At that point, the insured is caught between a contractor who cannot continue unpaid work 
and an insurer who feels no urgency to resolve disputes quickly. 

Funding gaps are not construction failures — they are process failures. 
They are best prevented through documentation, disciplined communication, and early 
pressure for written insurer timelines. 
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The Authorization Myth: What Insurers Say vs. What Actually Governs the Work 

One of the most common insurer statements in commercial claims is: 

“We didn’t authorize this work.” 

This statement is powerful—but often misleading. 

Insurers do not authorize construction. They authorize payment. The authority to perform 
work comes from the contract between the insured and the contractor, not from the 
insurer. In many cases, the insured is legally required to act regardless of insurer comfort. 

Emergency stabilization, hazard elimination, and compliance-driven actions are often: 

 required by policy (duty to mitigate), 
 required by law (safety and code compliance), 
 or required by governing authorities (permits, inspections). 

Insurers may still dispute payment later, but lack of insurer “authorization” does not make 
necessary work improper. 

Where the insured get into trouble is failing to frame the work correctly. If work is 
described as elective or premature instead of necessary and compliance-driven, insurers 
gain leverage to deny or delay payment. 

The correct framing is critical: 

 Work was required to eliminate hazards. 
 Work was required to prevent further damage. 
 Work was required to comply with municipal or safety requirements. 
 Work was required to maintain lawful operations. 

Authorization arguments lose strength when necessity is documented clearly and 
consistently. 

 

The Strategic Takeaway for the Insured 

Insurers manage risk by slowing, questioning, and waiting. 
Businesses manage risk by stabilizing, complying, and moving forward. 

When insureds misunderstand this difference, they unintentionally accept: 

 funding gaps, 
 extended downtime, 
 contract exposure, 
 and avoidable operational harm. 
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The goal is not to rush blindly or ignore insurer input. The goal is to move forward 
deliberately, with documentation, professional communication, and a clear understanding 
of who bears which risks. 

FUNDING GAPS WILL BE THE INSURED’S RESPONCIBILITY SO UNDERSTAND TO 
EXERCISE CAUTION IN YOUR COMMUNICATION WITH THE INSURER! 

 

 

Permits, Engineering, and Architectural Reviews 

Why these items take time and what should happen while waiting. 

Permits, engineering reviews, and architectural documents often take time because 

municipalities and professionals operate on separate timelines. This phase is often where 

insurer friction increases, because permitting can expand scope and increase cost. 

 

The insured should understand that waiting on permits does not mean the contractor is 

doing nothing. In commercial claims, this phase often requires significant coordination and 

documentation. 

Sealed plans are official construction drawings that have been reviewed, approved, and 
“stamped” (sealed) by a licensed professional engineer (PE) or licensed architect (RA). 
That seal is not just a formality—it is a legal certification that the design meets applicable 
building codes and that the professional is taking responsibility for the safety and 
compliance of the repair. 

What “Sealed Plans” Actually Mean 

A seal is essentially a statement that says: 
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“This repair design is structurally sound, code-compliant, and safe for occupancy.” 

Sealed plans typically include drawings, notes, specifications, and structural or life-safety 
details. Once sealed, those plans become the official documents used for permitting, 
inspection approval, and legal accountability. 

What Are “Blueprints of the Affected Area”? 

Blueprints of the affected area are drawings showing exactly what portion of the building 
is damaged and what systems are impacted. These usually include: 

 Floor plans showing the affected zones 
 Structural framing layouts (roof, walls, beams, columns) 
 Mechanical/electrical/plumbing systems in the damaged area 
 Fire-rated walls, exits, and life safety components 
 Repair scope drawings showing what is being removed and rebuilt 

These blueprints give the city and inspectors a clear view of what’s happening so they can 
confirm the repair is lawful. 

Why You Need an Engineer or Architect 

Because commercial and industrial buildings involve higher liability systems, the city 
often requires a licensed professional to confirm the building will be safe after repairs. If 
your loss affects anything structural or regulated, the building department typically will not 
accept “contractor judgement” alone. 

An engineer or architect is required because they: 

 Verify structural safety (load paths, roof systems, framing integrity) 
 Design compliant repairs (especially after fire, water, or collapse events) 
 Ensure code compliance (IBC, fire code, ADA, occupancy rules) 
 Produce sealed drawings that the city will approve 
 Accept legal liability for the design 

A contractor can build the repair, but they usually cannot legally certify that the building is 
safe—only licensed professionals can do that. 

Why This Matters in Insurance Claims 

This is a major friction point because insurers are not code officials and are not responsible 
for public safety. They may try to treat engineering and sealed plans as “extra,” but the 
reality is simple: 

If the city requires sealed plans, you don’t have a choice. 
Without them: 

 you can’t pull permits, 
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 you can’t pass inspections, 
 and in many cases you can’t legally reopen or complete the repair. 

The Simple Explanation 

Sealed plans protect you. 
They prove the repair was done legally, safely, and professionally—reducing liability, 
preventing failed inspections, and strengthening your claim documentation when insurers 
question scope or cost. 

What the Contractor Should Be Doing While Waiting for these documents. 

Maintain communication with the city and request written determinations when 

possible. 

The contractor should maintain consistent contact with the city building department, plan 

reviewers, and inspectors. Commercial permitting often involves multiple departments, 

including building, mechanical, plumbing, electrical, and sometimes fire marshal review. 

Written determinations are valuable because they reduce uncertainty. If the city confirms a 

permit is required or not required, that written confirmation becomes powerful 

documentation for the claim file and can reduce insurer disputes. 

This communication is also important for scheduling. If the contractor understands review 

timelines and inspection requirements early, they can plan trade scheduling and avoid 

avoidable delays later. 

 

Coordinate engineering and drawings with measurements and field information. 

If engineering or architectural drawings are required, the contractor should coordinate site 

visits, field measurements, and documentation needed for professional review. Engineers 

often require accurate conditions, photos, and building details to prepare stamped 

documents. 

Engineering takes time because the engineer is assuming professional liability for the 

recommendation. In regulated environments, engineers may need to review life safety 

implications, structural impacts, and code compliance obligations. 

This step is important because engineering documents often become the foundation for 

municipal approval. If the engineering is incomplete or rushed, the project may fail 

inspection later, creating rework and claim complications. 

Build a schedule (The best possible with unknowns), trade sequence plan, and 

procurement plan. 
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Even while waiting on permits, the contractor should be planning the execution sequence. 

Commercial projects often require careful coordination because work cannot simply 

happen in any order. Sequencing is driven by safety requirements, operational needs, and 

inspection timing. 

A strong contractor will also coordinate trade availability early. Licensed trades often have 

scheduling constraints, and delays in booking trades can extend downtime significantly. 

Early planning reduces the chance of the project stalling once permits are issued. 

Procurement planning is also critical. Certain materials may have long lead times, and the 

contractor must anticipate this to avoid delays that could be blamed on the contractor later. 

Proper planning protects the insured and keeps the claim moving. 

 

Maintain photo logs, daily logs, and documentation packages for insurer review. 

While waiting on permits, the contractor should be organizing documentation. This includes 

hazard documentation, stabilization records, daily logs, trade invoices, and scope 

narratives. This phase often creates the paperwork foundation that later supports payment 

recovery. 

Insurers often request documentation during this period. If the contractor is prepared, they 

can respond quickly and professionally. This reduces insurer leverage to delay payment by 

claiming missing information. 

Documentation is also important because delays often create additional costs. If the 

contractor can show clearly that delays were driven by permit review or insurer review, 

remobilization and extended costs become more defensible. 

 

Plan for rapid mobilization once permits or approvals are issued. 

A common commercial claim problem is the loss of momentum. Once permits are issued, 

the contractor should be ready to mobilize quickly. This requires trade scheduling, 

equipment readiness, and material procurement planning. 

Rapid mobilization protects the insured by reducing downtime and limiting additional 

operational disruption. It also prevents insurers from claiming the contractor is slow or 

inefficient. 

If the contractor delays mobilization after permits are issued, insurers may use that delay to 

argue that certain costs were avoidable. Planning ahead ensures the project transitions 

smoothly into reconstruction. 
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What the Insured Should Be Doing 

Document operational disruption, downtime, and safety impacts. 

The insured should document how the loss and repair process affects operations. This 

includes downtime, production loss, restricted access, employee disruption, and any 

operational workarounds that are required. 

Even if business interruption coverage is not clearly included, documenting disruption 

strengthens the claim file. It shows urgency and demonstrates why delays are harmful and 

why timely action is necessary. 

This documentation can also become important if the insurer delays decisions. If the 

insured can show that insurer delay increased business harm, it becomes harder for the 

insurer to justify prolonged review without accountability. 

 

Avoid undermining the contractor in writing. 

During permitting phases, insurers often attempt to create doubt by suggesting that the 

contractor is overreacting or rushing. If the insured agrees with these statements in writing, 

it can severely damage the claim file. 

The insured should remain consistent and state that compliance and safety are required. 

Even if the insured is frustrated, communication should remain professional and supportive 

of the lawful repair pathway. 

Division between insured and contractor is one of the insurer’s strongest leverage tools. 

Staying aligned protects recovery and keeps the project stable. 

 

Support access and provide facility information needed for permitting. 

Permitting and engineering often require facility information such as equipment 

specifications, existing plans, access to certain rooms, or coordination with facility 

management. The insured should support this process by providing documents and access 

quickly. 

Delays caused by lack of access or missing information can be blamed on the contractor 

later. If the insured supports the contractor, permitting can move faster and the project 

stays more stable. 

In regulated facilities, the insured may also need to provide sanitation requirements, 

operational schedules, and facility rules that affect how work must be executed. Early clarity 

prevents misunderstandings. 
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 Request insurer timelines in writing to prevent open-ended delays. 

Insurers often respond vaguely during permit and engineering phases. The insured should 

request clear written timelines for claim review and payment decisions. This forces the 

insurer to commit to expected response periods. 

Written timeline requests also help protect the insured if delays become excessive. If the 

insurer cannot provide timelines, it becomes clear that the claim is entering dispute 

territory. 

A professional written request for timelines is not aggressive. It is operationally necessary. 

It signals that the insured is organized, serious, and unwilling to allow the claim to drift 

indefinitely. 
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Hazard Conditions and Reasonable Timelines 

What is reasonable when danger to occupants or structure is identified. 

When danger is identified, immediate stabilization is often required. Safety and hazard 

elimination are not optional, and municipalities and OSHA standards may require 

immediate action. 

 

Commercial projects often move faster than insurers expect because operational and safety 

realities demand urgency. This chapter explains what a reasonable timeline looks like when 

hazards exist. 

 

Reasonable Timeline Expectations in High-Risk Conditions 

Emergency stabilization is often required within 24–72 hours. 

When hazards exist, the contractor and insured are expected to act quickly. Emergency 

stabilization typically occurs within the first 24 to 72 hours depending on severity. This may 

include temporary shoring, hazard removal, containment setup, or electrical isolation. 

The reason this work must happen quickly is because delays increase risk. Falling debris, 

exposed electrical, water intrusion, and compromised structures can lead to injury, 

secondary damage, or contamination exposure. 

Insurers may later question urgency, but the insured should understand that a safe facility 

is a legal responsibility. Stabilization is a reasonable and expected step in any commercial 

loss where danger exists. 
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Compliance pathway creation often occurs within 14–45 days. 

After stabilization, the next phase is establishing a lawful repair pathway. This includes 

permit review, engineering coordination, and sequencing planning. In many municipalities, 

this process takes time due to plan review cycles and scheduling backlogs. 

During this period, the contractor should be coordinating trades, preparing documentation, 

and planning reconstruction. The insured should expect visible progress may slow because 

much of the work is administrative and compliance-driven. 

Insurers often become more resistant during this phase because compliance steps can 

increase cost. However, the insured must prioritize lawful restoration over insurer 

convenience. A facility cannot safely reopen without compliance. 

 

Reconstruction begins once approvals allow, not when the insurer feels ready. 

Reconstruction should begin once permits and compliance approvals are in place. In many 

claims, reconstruction is delayed because the insurer continues reviewing scope or 

demands additional inspections. This creates a conflict between operational urgency and 

insurer review timelines. 

The insured should understand that the insurer is not responsible for operational 

downtime. If delays create business harm, the insured must request written timelines and 

escalate if needed. Waiting indefinitely for insurer comfort can create severe operational 

damage. 

A reasonable approach is to proceed with lawful reconstruction while continuing 

documentation. If the insurer disputes items later, the insured should demand written 

dispute basis. Reconstruction should not be held hostage by vague insurer review. 
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Contractor Obligations Before Permits Are Issued 

Why emergency stabilization can be required before formal approvals are complete. 

Permits govern permanent repairs. However, emergency stabilization and mitigation are 

often required immediately to protect life and property. Contractors and insureds can face 

liability exposure if hazards are knowingly left unaddressed. 

 

This chapter explains why emergency work is often justified before permits are formally 

issued and how to protect the claim file when doing so. 

 

 

Why Emergency Work Happens Before Permits 

Safety obligations exist regardless of insurer approval. 

If a commercial facility contains unsafe conditions, the insured and contractor cannot ignore 

them simply because permits are not yet issued. Safety hazards such as unstable ceilings, 

exposed wiring, or compromised structures create immediate risk. 

OSHA standards and general workplace safety obligations often require the insured to 

address hazards quickly. If an employee is injured due to known hazards, liability may fall 

on the insured regardless of what the insurer said. 

This is why emergency stabilization is not considered elective. It is a required step to 

protect people and prevent additional damage. Proper documentation is the key to 

defending this work later. 
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Emergency stabilization is different than permanent reconstruction. 

Many municipalities recognize the difference between emergency stabilization and 

permanent reconstruction. Stabilization work is often intended to prevent collapse, prevent 

injury, and secure unsafe conditions, while reconstruction involves rebuilding systems and 

assemblies to permanent code standards. 

Contractors should clearly separate stabilization work from reconstruction work. This 

distinction matters because stabilization often must happen immediately, while 

reconstruction may require permits and inspection approvals. 

If stabilization is invoiced and documented as emergency mitigation, insurers have less 

ability to claim the contractor was rushing permanent repairs without approvals. Clear 

language protects both the contractor and insured. 

 

Delays increase damage and increase liability exposure. 

One of the most overlooked factors in commercial claims is that delay itself creates cost. If 

water intrusion continues, if unstable materials remain in place, or if contamination risk 

spreads, the scope grows and recovery becomes harder. 

Insurers may later claim certain damage is not covered if it occurred due to delayed 

mitigation. This can place the insured in a dangerous position: if they wait too long, 

coverage can be threatened. 

This is why emergency stabilization is often the most defensible choice. The insured should 

not fear acting responsibly. The insured should fear acting slowly without documentation. 

 

How to Document Hazard Conditions 

How to prevent insurers from claiming the work was unnecessary. 

Insurers frequently dispute scope after demolition or stabilization work begins by claiming 

they cannot verify conditions. The best defense is disciplined documentation that proves 

what existed, why it was dangerous, and why action was required. 

 

This chapter outlines documentation methods that protect the claim file and strengthen 

recovery. 

 

Best Practices for Documentation 
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Document before demolition begins (photos + video walkthrough). 

The most important documentation occurs before anything is removed. If demolition begins 

without documentation, the insurer may later argue that the contractor destroyed evidence 

or removed too much material. 

Video walkthroughs are particularly powerful because they show context and continuity. A 

video can demonstrate the scale of damage and show hazards that may not be obvious in 

still photos. 

The insured should insist on documentation before major removals occur. Even a short 

delay to document can prevent weeks of dispute later. 

Use the three-layer method: wide-angle, mid-range, close-up proof. 

Wide-angle photos show the overall location and prove where damage exists. Mid-range 

photos show the affected area and its relationship to surrounding systems. Close-up photos 

show detail and severity. 

Insurers often dispute damage severity when only close-up photos exist because close-ups 

can be misleading without context. Wide-angle photos remove ambiguity and prove that 

damage was not isolated. 

This method also helps engineers, inspectors, and consultants understand conditions 

without needing repeated site visits. Proper photo layering reduces delays and strengthens 

credibility. 

Capture the reason the condition was dangerous (egress, electrical, structural). 

Insurers may agree that damage existed but argue it was not dangerous or urgent. The 

insured must document why the condition created risk. This includes showing damage over 

occupied areas, near walkways, near electrical systems, or affecting emergency exits. 

The insured should document any hazard that could injure employees or interrupt 

operations. For example, a ceiling sag above a production line is not cosmetic—it is a 

collapse risk that could injure employees and contaminate product. 

When documentation shows danger clearly, the insurer has far less ability to argue that the 

contractor moved too fast. Danger documentation turns urgency into evidence. 

 

Document before/during/after conditions. 

A complete documentation package includes photos and notes from before work begins, 

during the work, and after the area has been stabilized. This creates a clear story that shows 

what was done and why it was necessary. 
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During-work photos are often overlooked but are extremely valuable. They can show 

hidden conditions discovered behind walls or ceilings, proving that demolition was 

required to expose and address damage. 

After photos show that the contractor left the site safe and controlled. This is especially 

important in regulated environments where containment and temporary protection must 

remain in place. 

Maintain  logs and subcontractor notes. 

Logs provide a written timeline of what happened onsite. Insurers often dispute labor costs 

because they cannot see what occurred day-by-day. A daily log provides structure and 

proof. 

Subcontractor notes are also powerful because they provide third-party validation. If an 

electrician documents unsafe wiring that required disconnection, that statement becomes 

evidence that the work was necessary. 

Logs and notes also support supervision and project management charges. They show that 

coordination and oversight were required and were not simply contractor overhead. 

 

Save municipal and permit correspondence. 

Municipal correspondence is one of the strongest forms of documentation because it is 

independent. If the city states a permit is required or certain work must be performed, 

insurers have difficulty disputing it. 

The insured should save emails, permit applications, inspection notes, and written 

determinations. These documents support compliance-driven scope and protect against 

insurer betterment arguments. 

If disputes arise later, municipal documentation can become a decisive factor. Insurers can 

argue about pricing, but they cannot ignore code enforcement requirements. 

 

How to Invoice Stabilization Work Correctly 

How to prevent insurers from calling incurred costs unauthorized. 

 

Key Invoice Structure 
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Include a hazard justification header on every invoice. 

Stabilization invoices should begin with a short written summary explaining the hazard 

conditions and why work was required. This is not marketing language—it is claim 

documentation. 

Insurers often reduce invoices when the purpose of work is unclear. A hazard justification 

header forces clarity and strengthens the claim file. 

This also protects the insured if the insurer later claims work was unauthorized. The 

invoice itself becomes part of the documentation record. 

 

Separate stabilization from reconstruction. 

Stabilization work is emergency response. Reconstruction is permanent repair. Mixing 

these together makes it easier for insurers to dispute the entire invoice. 

Separating invoices allows the insurer to process stabilization costs as incurred mitigation 

expenses, which are typically more defensible. 

This separation also helps the insured understand project stages and prevents confusion 

about what costs were urgent versus what costs are long-term restoration. 

 

Break costs into categories: mobilization, containment, demolition, trade 

disconnects, supervision, documentation, disposal. 

Insurers reduce vague invoices more than detailed invoices. Categorizing costs shows 

professionalism and makes it harder to claim the contractor is padding. 

Commercial stabilization often includes containment and safety systems that insurers 

overlook. Breaking them out forces the insurer to address them directly. 

Categorization also helps the insured understand where costs are coming from and 

prevents misunderstandings that could weaken recovery. 

 

Separate supervision from general labor and describe it as safety/compliance 

oversight. 

Insurers frequently claim supervision is overhead. However, in commercial environments, 

supervision is often required for safety enforcement, trade coordination, and compliance 

sequencing. 

When supervision is described clearly as safety and compliance oversight, it becomes 

harder for the insurer to deny it as optional. 
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This is especially important in regulated environments where safety planning and 

coordination are mandatory to prevent contamination or operational disruption. 

 

Attach a limited but strong documentation packet (photos + summary). 

Insurers often request documentation later, which can delay payment. Providing a short 

photo log and written summary upfront reduces payment friction. 

The documentation should be strong but not overwhelming. A well-organized packet of 10–

10-25 photos and a one-page summary is often sufficient. 

If the insurer requests more later, additional documentation can be provided. The goal is to 

establish credibility and make it difficult to dispute necessity. 

 

 

 

 

Partial Payments and Funding Gaps 

What to do when the insurer pays less than the invoice. 

Best Practice Response to Partial Payments 

Request written breakdown of reductions and disputed line items. 
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Partial payments are common in commercial claims. Insurers often pay what they consider 

undisputed and hold back the remainder. 

The insured should never guess why payment was reduced. Written breakdown forces the 

insurer to specify what they dispute and why. 

This is important because vague reductions allow insurers to stall without accountability. 

Written disputes can be challenged with documentation. 

 

Confirm whether depreciation is being withheld (ACV vs RCV). 

Depreciation withholding is a common reason for partial payments. If the claim is 

replacement cost, depreciation may be released only after completion. 

Many insureds mistakenly interpret depreciation withholding as denial. Clarifying ACV 

versus RCV prevents confusion and improves planning. 

Understanding depreciation rules also helps the insured manage cash flow and avoid 

unnecessary conflict with the contractor. 

ACV (Actual Cash Value) 

ACV is what the damaged item is worth today, not what it costs to replace. 

It is typically calculated as: 

Replacement Cost – Depreciation = ACV 

So if a roof would cost $200,000 to replace, but it’s 15 years old and the insurer applies 
$80,000 of depreciation, the ACV payment might be $120,000 (minus deductible). 

What ACV means in real life 

ACV is the insurer saying: 

“We’ll pay you what you had, based on age and condition.” 

This is often the initial payment issued early in the claim. 

 

RCV (Replacement Cost Value) 

RCV is the full cost to repair or replace the damaged item with like kind and quality, 
at today’s prices. 
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RCV is what most business owners assume they’re getting when they buy insurance, but 

many policies require proof that the work is completed before full RCV is paid. 

What RCV means in real life 

RCV is the insurer saying: 

“We’ll pay what it costs to fully restore the property—but only if you actually do the work.” 

 

The Key Difference (Why It Matters) 

In many claims, insurers pay ACV first, then pay the remaining amount later once repairs 
are completed. 

That remaining unpaid amount is often called: 

Recoverable Depreciation 

This is the difference between ACV and RCV. 

So: 

 ACV = initial partial payment 
 RCV = full value if repaired/replaced 
 Recoverable Depreciation = what you get later (after proof of completion) 

 

Why This Creates Funding Gaps 

If the contractor’s repair cost is based on full replacement pricing (RCV), but the insurer 
only pays ACV upfront, the insured can get stuck covering the difference temporarily. 

That’s why ACV claims often create: 

 project slowdowns 
 contractor deposit demands 
 payment gaps 
 disputes over depreciation amounts 

 

Simple Summary 

ACV = “What it’s worth today.” 
RCV = “What it costs to replace it today.” 
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Clarify whether the dispute is pricing or coverage. 

Coverage disputes mean the insurer claims the work is not covered. Pricing disputes mean 

the insurer agrees it is covered but claims the cost is too high. 

Insurers sometimes blur these categories. Clarifying the dispute type forces the insurer to 

commit to a position. 

This is critical because coverage disputes require policy-language arguments, while pricing 

disputes require scope and documentation justification. 

 

Accept payment as partial payment only and reserve rights. 

Insurers may attempt to treat partial payment as settlement. The insured should respond in 

writing that payment is accepted as partial only. 

This preserves the insured’s ability to pursue full recovery without appearing unreasonable. 

A professional reservation-of-rights response prevents later arguments that the insured 

agreed to the reduced amount. 

 

Request immediate payment of undisputed incurred costs. 

Even if some items are disputed, insurers should release payment for undisputed costs. This 

reduces project disruption and prevents funding gaps. 

If the insurer delays undisputed payment, it increases total cost through remobilization and 

downtime impacts. 

The insured should request undisputed payment as a business necessity to maintain project 

continuity and protect operations. 

 

Demand a written timeline for remaining payment resolution. 

Without timelines, insurers can delay indefinitely. Written timeline requests force 

accountability and create a record of delay. 

If delays become excessive, this documentation supports escalation to supervisors or 

regulators. 
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Timelines also help the insured manage contractor expectations and avoid project 

shutdown. 

 

The Most Common Line Items Insurers Refuse to Pay 

Why these costs are legitimate and how to defend them. 

Mobilization / demobilization 

Mobilization is a real cost that includes dispatching crews, transporting equipment, and 

preparing the jobsite. Insurers often treat this as overhead, but in commercial environments 

it is an incurred expense. 

Mobilization becomes even more significant when emergency response is required. The 

contractor must act quickly and allocate labor and equipment immediately. 

Defending mobilization requires clear invoicing and explanation that mobilization was 

required to stabilize hazards and protect operations. 

Supervision and site foreman time 

Supervision is often required in commercial projects due to safety planning, trade 

coordination, and compliance sequencing. Insurers often dispute supervision because it is 

not physically visible in the final product. 

In regulated facilities, supervision reduces liability and ensures safety standards are 

enforced. Without supervision, risk increases dramatically. 

The insured should defend supervision as safety and compliance oversight, not office 

overhead. 
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Project management and compliance coordination 

Commercial insurance repairs require extensive coordination: permitting, inspections, 

scheduling, documentation, and insurer communication. These tasks create real labor 

burden. 

Insurers may argue they do not pay for project management, but coordination is often 

required to restore lawful occupancy. 

Defending project management requires demonstrating deliverables such as schedules, 

inspection coordination, documentation packages, and city communication. 

 

 

 

 Keeping Your Claim File Clean 

How to communicate, document, and protect credibility. 

 

The Clean Claim File Strategy 

Avoid speculation and emotional communication. 

Emotional communication weakens credibility and gives insurers leverage. Even when 

frustration is justified, written records must remain professional. 

Speculation is especially dangerous. If the insured guesses about causation or necessity, 

insurers may use those statements to deny scope. 
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A disciplined insured communicates in facts, documentation, and timelines. This is one of 

the strongest strategies for protecting recovery. 

A clean claim file is basically a claim that is easy for an adjuster to approve because 
everything is documented, organized, and defensible. The cleaner the file, the fewer excuses 
the insurer has to delay, dispute, or underpay. 

Here’s what a clean claim file always includes: 

Clear Loss Summary 

A short written explanation of: 

 what happened 
 when it happened 
 what areas/systems were affected 
 what immediate actions were taken 

Photos & Video Documentation 

 wide shots (whole rooms/areas) 
 close-ups (specific damage) 
 before/during/after photos 
 dated photos if possible 

Emergency Mitigation Documentation 

Proof that mitigation was necessary and reasonable: 

 water extraction logs 
 drying equipment logs 
 temporary protection photos 
 board-up / tarp invoices 
 demolition and disposal records 

Contractor Scope of Work (Written and Detailed) 

A professional scope narrative showing: 

 what work is required 
 why it is required 
 how it will be executed 
 what code/compliance issues are involved 

Itemized Estimates and Pricing Breakdown 

The contractor estimate should be structured clearly: 
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 labor 
 materials 
 equipment 
 supervision/project management 
 mobilization/demobilization 
 temporary protection 

Governance Requirements (Permits / Code / Engineering) 

This is huge in commercial claims. A clean file includes: 

 permit requirements 
 inspection notes 
 code requirements 
 engineer/architect letters 
 sealed plan requirements (if applicable) 

Insurer Communications Record 

 all emails saved 
 adjuster notes summarized 
 dispute requests in writing 
 approval confirmations documented 

Timeline of Events 

A simple timeline showing: 

 incident date 
 inspection date(s) 
 mitigation start date 
 scope submission date 
 approvals/payment dates 
 major milestones 

Invoices and Proof of Payment 

 contractor invoices 
 subcontractor invoices (if required) 
 receipts for emergency materials 
 proof of completed work when needed for RCV 

Proof of Completion / Closeout Documents 

 inspection sign-offs 
 final photos 
 completion letter 
 warranty documents 
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 lien waivers (if applicable) 

 

The Key Idea 

A clean claim file answers three questions instantly: 

What happened? 
What was required? 
Why is the cost justified? 

 

 

 

Red Flags Your Claim Is Becoming a Dispute 

How to recognize the shift early and respond correctly. 

 

Common Dispute Signals 

Vague responses and lack of clear timelines 

When insurers stop providing timelines and begin responding vaguely, it often indicates 

internal escalation or cost-control review. 
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This may mean the insurer is preparing to dispute scope or reduce payment. The insured 

should respond by requesting written clarity. 

The earlier the insured identifies this shift, the easier it is to prevent long-term delays and 

project disruption. 

Preparing for an insurance dispute is about one thing: building a defensible record that 
forces the insurer to either pay, justify denial in writing, or escalate internally. You don’t 
win disputes by arguing emotionally—you win by tightening documentation, controlling 
communication, and proving necessity. 

Here are the most common warning signs your commercial claim is turning into a 

dispute (or already is), even if the insurer hasn’t said the word “dispute” yet. 

Likely Signs Your Claim Is Becoming a Dispute 

Repeated Delays With No Clear Timeline 

You keep hearing: 

 “We’re reviewing it” 
 “We’re waiting on approval” 
 “It’s with management” 

but no written deadlines or next steps are provided. 

The Adjuster Stops Answering Direct Questions 

They respond vaguely, avoid specifics, or only reply to easy parts of your email while 
ignoring disputed scope items. 

Multiple Re-Inspections or “Additional Review” Visits 

The insurer keeps requesting more site visits, more photos, or additional inspections—
often as a stalling tactic or to challenge scope. 

The Insurer Requests Excessive Documentation 

You are asked for the same documents multiple times, or asked for unnecessary proof that 
doesn’t match the urgency of the loss. 

The Insurer Starts Using “Not Authorized” Language 

Phrases like: 

 “We did not authorize this work” 
 “This was completed prior to approval” 



© 2026 Grand Rapids Construction. All rights reserved. 
 

 “We can’t confirm necessity” 
are major indicators of pushback. 

Low Estimates or Unreasonably Reduced Scope 

The insurer estimate is far below contractor pricing and appears to ignore: 

 code requirements 
 supervision 
 mobilization 
 containment 
 access constraints 
 temporary protection 

Partial Payments With No Explanation 

They issue a payment that is clearly short, but provide no written breakdown explaining 
what was excluded or why. 

Heavy Depreciation or Confusing ACV Withholding 

They apply large depreciation without clear logic, or delay release of recoverable 
depreciation without explaining requirements. 

Denying Line Items as “Overhead” or “Included” 

They claim critical cost categories are “included elsewhere,” such as: 

 supervision 
 project management 
 safety compliance 
 temporary protection 
 engineering coordination 

Contractor Credibility Gets Questioned 

You start hearing: 

 “That contractor is expensive” 
 “They’re moving too fast” 
 “We need another estimate” 

This is often a strategic attempt to create doubt and weaken the insured’s 
alignment. 

The Claim Starts Getting Routed Through “Desk Review” or “Audit” 

Once an insurer begins internal review processes, approvals slow and disputes become 
more formal. 
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They Ask for Competitive Bids Mid-Project 

This is a major red flag—especially after emergency work has already started. 

“Coverage Questions” Suddenly Appear Late 

If coverage concerns show up after weeks of progress, it often means the insurer is 
preparing to limit payment. 

 

The Big Warning Sign 

If the insurer stops talking about getting the building restored and starts talking only 
about: 

 “what’s reasonable” 
 “what we typically pay” 
 “industry standard” 
 “documentation requirements” 

…it usually means the claim is shifting into cost-control mode. 

 

How to Prepare for a Dispute 

Treat It Like a Legal File (Because It Basically Is) 

From the moment you suspect a dispute, assume every email, invoice, and statement will be 
reviewed by supervisors, auditors, attorneys, or a judge. Your goal is to make the claim file 
so clean and consistent that the insurer looks unreasonable if they don’t pay. 
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Lock Down Documentation 

A dispute is won through documentation, not opinions. You should gather and organize: 

 incident timeline 
 photos before/during/after 
 emergency mitigation logs 
 contractor scope narratives 
 estimates with clear justification 
 invoices and proof of completion 
 permit requirements and inspection records 
 engineer/architect letters if required 
 code references if scope is compliance-driven 

If you can prove “this work was required,” you remove most of the insurer’s leverage. 

Identify the Exact Dispute Issue 

Disputes usually fall into a few buckets: 

 scope disputes (“not necessary”) 
 pricing disputes (“too expensive”) 
 depreciation disputes (ACV vs RCV) 
 code upgrade disputes 
 delay/approval disputes 
 coverage disputes (partial denial or exclusion claims) 

You want the dispute narrowed into clear written categories so it can’t stay vague. 

 

How to Treat the Insurer During a Dispute 

Stay Calm and Go Fully Professional 

No sarcasm, no threats, no emotional emails. Disputes are often used to bait insureds into 
messy communication that weakens the file. 

Your tone should be: 

 factual 
 direct 
 compliance-based 
 documentation-driven 
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Force Written Positions 

A major strategy insurers use is staying vague. You want to require clear written answers 
like: 

 “Please confirm which line items are disputed.” 
 “Please provide the policy basis for denial of this scope.” 
 “Please provide written approval or denial by X date.” 

This forces accountability. 

Build a “Dispute Packet” 

A dispute packet is a clean, organized submission that includes: 

 a cover letter summary 
 timeline of events 
 disputed scope list 
 contractor estimate and narrative 
 photos supporting the scope 
 governing body requirements 
 engineer letters / sealed plan requirements 
 invoices and work logs 

This makes escalation easy and prevents the adjuster from claiming “we don’t have enough 
info.” 

Escalate Properly (Not Emotionally) 

If the adjuster stalls, you escalate professionally: 

 request supervisor review 
 request claim reassignment 
 request formal written coverage determination 
 request appraisal process (if applicable) 

You don’t threaten lawsuits early—you create a file that makes legal action unnecessary. 

 

The Golden Rule 

Never argue what is “fair.” 
Prove what is required. 

Insurance disputes are won when the insured can clearly demonstrate: 

 the work was necessary, 
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 the work was compliant, 
 the cost is defensible, 
 and the insurer’s position is unsupported or unreasonable. 

Escalation Ladder: Step One — Force a Written Denial Basis 

The first and most important step in any insurance escalation is requesting a written 
denial basis with cited policy language. Partial denials are often delivered informally—
through phone calls, vague emails, or unexplained payment reductions. This ambiguity 
benefits the insurer because it allows them to delay, reinterpret, or shift their reasoning 
later. A written denial basis removes that flexibility. 

By requiring the insurer to clearly state what is being denied and why, you force the claim 
into a documented position. The insurer must identify the specific line items or scope 
elements being disputed and tie each denial to a defined policy provision. This transforms 
the conversation from subjective opinion into an objective policy discussion. 

A written denial basis is critical because it locks the insurer’s position in the claim file. 
Once their reasoning is documented, it becomes difficult for them to change explanations 
without creating inconsistencies. Those inconsistencies often become leverage for the 
insured during supervisor review, appraisal, or legal escalation. 

Most importantly, a written denial basis allows the insured to respond with 
documentation instead of emotion. Instead of debating fairness or urgency, the insured 
can directly address the stated policy position using photographs, code requirements, 
engineer letters, permits, timelines, and invoices. This approach keeps the claim 
professional, defensible, and increasingly difficult for the insurer to continue delaying 
without justification. 
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 What the Insured Must Never Do 

Mistakes that commonly destroy recovery. 

 

Top Claim Mistakes 

Here are 5 of the most common mistakes insurers make that end up costing them money 
on commercial and industrial claims (especially when the insured is organized and pushes 
back correctly): 

1. Delaying Too Long (Creates Larger Loss) 

When insurers stall inspections, approvals, or payments, the property often deteriorates 
further. Water intrusion spreads, mold develops, corrosion worsens, and temporary 
conditions become permanent damage. Delays also increase labor costs, remobilization 
costs, and business interruption exposure. 

2. Under-Scoping the Repair (Forces Supplements) 

Insurers often write initial estimates based on surface-level observations or estimating 
software that doesn’t account for full execution requirements. Once demolition begins, 
hidden damage and compliance requirements appear, forcing supplements that increase the 
final payout anyway—often with more administrative cost and tension. 

3. Ignoring Code and Governance Requirements 

A major insurer mistake is trying to treat commercial repairs like residential work. When 
the city requires permits, inspections, engineering, sealed plans, fire ratings, or ADA 
compliance, the insurer can’t negotiate those away. Trying to resist code requirements 
usually backfires and leads to increased claim cost and extended timelines. 

4. Trying to Undermine the Contractor Instead of Validating the Scope 

When insurers focus on discrediting the contractor rather than objectively reviewing 
necessity, they often trigger disputes, claim escalation, attorney involvement, or appraisal. 
Once the claim enters dispute mode, the insurer typically pays more—not less—due to 
added professional fees and hardened positions. 

5. Poor Documentation and Inconsistent Communication 

Insurers sometimes create internal contradictions—approving work verbally but denying it 
later, changing adjusters without proper handoff, or failing to document why scope was 
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reduced. These inconsistencies become leverage for the insured and their representatives, 
and they can expose the insurer to regulatory complaints or bad faith allegations. 

 

 

Resource Appendix: Real-Life References & Additional Support 

Where to verify these concepts and learn more. 

Insurance & Claim Handling Education 

 International Risk Management Institute (IRMI) — IRMI.com 

IRMI is widely recognized as a leading commercial insurance education resource. It 

provides expert commentary on property coverage, valuation disputes, and claim handling 

principles. 

Business owners can use IRMI to better understand how insurers interpret replacement 

cost, depreciation, and scope disputes. 

IRMI is especially valuable because it is written for professionals and provides clarity on 

policy language concepts. 

Safety, Code, and Compliance References 

 OSHA — osha.gov 

OSHA standards confirm that employers and facility operators have safety obligations 

regardless of insurance approval. This supports the concept that hazard elimination cannot 

wait for insurer comfort. 

OSHA resources can help insureds understand why safety supervision and hazard 

mitigation are legitimate project costs. 

Referencing OSHA strengthens the insured’s position when insurers claim work was rushed 

or unnecessary. 

LEGAL DISCLAIMER / LIMITATION OF LIABILITY 

This publication and all associated materials, including but not limited to written content, 

checklists, illustrations, graphics, timelines, templates, and process summaries 

(collectively, the “Materials”), are provided solely for general informational and 

educational purposes. The Materials are not intended to constitute, and shall not be 

construed as, legal advice, insurance adjusting services, engineering advice, architectural 
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services, public adjusting, claims representation, or any other regulated professional 

service. 

Insurance policies, endorsements, exclusions, and claim-handling requirements vary 

materially by insurer, jurisdiction, policy form, and loss circumstances. The Materials are 

not a substitute for reviewing the reader’s specific insurance policy language, consulting 

legal counsel, or obtaining guidance from licensed professionals, including attorneys, 

engineers, architects, code officials, or qualified insurance representatives. Any reliance 

on the Materials is strictly at the reader’s own risk. 

Nothing contained in the Materials creates or shall be deemed to create any contractual 

relationship, fiduciary duty, agency relationship, advisory relationship, or professional-

client relationship between the reader and any contractor, author, publisher, or associated 

entity. No representation is made that the Materials are complete, current, or applicable to 

any specific loss event, property type, policy, or jurisdiction. 

The Materials do not guarantee claim approval, coverage determination, payment 

amount, project outcome, repair scope acceptance, regulatory approval, permitting 

approval, or any other result. All examples, strategies, and process descriptions are 

illustrative only and may not apply to any specific claim or dispute. 

To the maximum extent permitted by law, the author(s), publisher, and any associated 

contractor, consultant, or entity disclaim all liability for any damages, losses, delays, 

costs, claim denials, payment reductions, contractual disputes, business interruption, 

regulatory penalties, or other consequences arising directly or indirectly from the use of 

or reliance upon the Materials, including but not limited to consequential, incidental, 

special, punitive, or indirect damages. 

The reader remains solely responsible for all decisions, actions, communications, 

compliance requirements, and contractual obligations related to their insurance claim, 

construction project, property repairs, business operations, safety requirements, and 

regulatory responsibilities. The reader is solely responsible for compliance with all 

applicable laws, codes, regulations, permitting requirements, and policy conditions, 

including duties after loss and cooperation requirements. 

The Materials are not intended to interfere with, contradict, or override any insurance 

policy provisions, claim reporting requirements, documentation obligations, or legal 

requirements imposed by governing authorities. Any party using these Materials agrees 

that they do so voluntarily and assumes all responsibility for their interpretation and 

application. 

 


