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Construction Defects: The Appraisal Challenges

1. What does the appraisal literature tell us about 
stigma?stigma?

2. What is the operative relationship between 
engineering/architecture work and appraisal?

3. What are the current valuation issues?  What’s on 
the horizon?
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Why Appraisal?

Are engineering claims “trumped” by market 
value arguments?g
Pre- and post-remediation stigma



Construction Defects: The Appraisal Challenges

Stigma?  For example….

• Perceptions of risk
• Incurable aspects of the deteriorationIncurable aspects of the deterioration
• Market perceptions
• Increased monitoring/bonding costsg g
• Increased required rate of return (for commercial 

properties)
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Dangers to unschooled appraisers –

Appraisers held liable to homeowners (American 
Law Review, 1983, 2002), , )

Appraisers required to indemnify lenders (University 
of Illinois Law Review, 1984)
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Empirical Evidence -- residences

Pre-remediation – homes may be utterly 
unmarketable

Post-remediation – discounts ranging to 30% to 40% 
or even more
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Empirical Evidence – commercial property

Rapid cost/benefit analysis
Increase in cap/discount rateIncrease in cap/discount rate
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Is stigma compensable?

Alfert, et. al, (2005, Florida Bar Journal)
Mayer v  StoMayer v. Sto
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Current/Future Trends

Green Buildings
Impact of the credit market melt-downImpact of the credit market melt down
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