
Subrogation is a key principle in insurance and risk management. Its 
primary purpose is to ensure accountability by placing the financial burden 
of a loss on the parties responsible.  

And while it isn’t a concept most people are familiar with, understanding 
how subrogation works can help both individuals and businesses manage 
expectations and navigate the claims process more effectively.  

This article explores the various aspects of subrogation, including its 
significance to insurance policies and the legal framework that governs it. 
We’ll also examine the benefits of subrogation and how it safeguards both 
policyholders and insurers. 

What Is Subrogation? 
At its core, subrogation is a legal process that allows insurance companies 
to seek reimbursement for a covered loss. To do this, the company legally 
assumes the rights of the insured in exchange for covering the respective 
claim.  

And let’s look at an example: 

Imagine a motorist runs a red light, and hits another driver. The 
injured driver’s insurance company covers the damages and medical 
expenses of their insured, even though this driver did not cause the 
accident.  

Using subrogation, the insurer can then seek reimbursement from the 
at-fault driver’s insurance company, ensuring that the responsible 
party ultimately pays for the damages. 

This transfer of rights enables the insurance company to act as the injured 
party (the policyholder) and directly pursue compensation from those 
responsible for the loss or damage.  



How Subrogation Works 

Subrogation laws can vary by state (as we’ll discuss below), but the 
general process follows a few key steps: 

1. Claim Payment 

The insurer compensates the policyholder for covered damages using 
standard claim procedures. This will occur after an investigation of the 
claim itself, but typically before the subrogation process has begun. This 
step ensures that the insured receives a prompt payout for their loss, 
minimizing financial strain while subrogation options are explored. The 
amount paid to the policyholder is based on the specific limits and 
coverage terms defined in the policy, regardless of whether the facts of the 
claim present an opportunity for subrogation.  

2. Investigation 

The insurer conducts a thorough investigation to establish fault and 
determine whether subrogation is applicable. This may involve gathering 
accident reports, medical records, repair estimates, witness statements, 
and police reports to assess liability and support the subrogation claim. 

The insurer will also want to determine what payment sources are 
available, should subrogation be deemed appropriate.  

3. Recovery Efforts 

If a third party is found to be responsible, the injured party’s insurance 
company will initiate the subrogation process. This can involve: 

●​ Negotiation with the at-fault party’s insurer to reach a settlement. 
●​ Mediation or arbitration if there are disputes regarding liability. 
●​ Litigation as a last resort if settlement efforts fail and significant 

financial recovery is at stake. 

Additionally, insurers may work with specialized subrogation professionals 
or legal teams to expedite the recovery process. The role of data analytics 



and automation in subrogation is growing, reducing delays and increasing 
efficiency. 

It’s also worth noting that a lack of insurance does not protect an individual 
or business from subrogation proceedings. Insurance companies can (and 
have) pursued uninsured third-parties in certain cases.  
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