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May 2021–©Appraisal Today–PAGE 1

VOLUME 29 • ISSUE 5 • May 2021
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RRS

In this article, the focus is on the
reconciliation section of a written

report. The reconciliation is precisely
the place we want to avoid any boil-
erplate…

Personal communication example
A common complaint among cou-

ples is a lack of communication. "He
should have known I wanted that
bracelet for my birthday." "She
should have known I wanted to have
sushi for dinner," "She should be
more considerate of my feelings,"
etc. How are we supposed to know
these things? Are we mind-readers?

It would be much easier if we
would somehow communicate our
wishes with our partners without
having to come right out and say
something.

But at the same time, it takes away
from the spontaneity of the moment,
receiving that beautiful bracelet with-
out asking. Or having made reserva-
tions as a surprise for your partner at
that new Japanese restaurant every-
one is talking about.

If we want to get it right, we need
to communicate with each other and
express what is important to us.

Avoiding client miscommunication
Appraisers' relationships with their

clients have similarities with other
relationships, but mainly in that, we
have to really communicate to avoid
misunderstanding.

This relates to the engagement of
services and why we are being hired
in the first place and applies to com-
municating our assignment results.

Approaches to value, data, and sales
Within the reconciliation, we

address the different approaches to
value we considered, why we consid-
ered them and the ones we did not
use, and why.

We also discuss the relevancy and
adequacy of the data within each
approach that we included.
Therefore, if we only used the sales
comparison approach, and we have
an appraisal where five sales made
up the primary indicators for the
analysis, and one of those sales was
the most reasonable and relevant, we
would want to address the reason
why.

Ideally, we want to address how
each sale we are using compares to
the property being appraised, in both
how they are similar and how they
differ. It would be rare to have a
group of sales equal in level of simi-
larity and dissimilarity. Therefore it is
also uncommon that each sale would
have the same level of applicability
for comparison purposes.

Example: 5 acre property with a
modular house, pole barn, and
horse stalls

For example, in this made-up sce-
nario, we are appraising a 1,200 sqft
single story house built in 2000 on a
five-acre site.   

The house is modular construction
with standard features, and the five-
acre site is open and mostly pastoral.
Also, with a 30×40 pole barn with
three horse stalls and a three-acre
pasture.

Five available sales were relevant
in this analysis, including a similar
1,200 sqft, modular single-story
house built in 2001 on four acres.
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This sale also has a 40×60 pole barn
with five horse stalls and two fenced
acres.

The other houses were on varying
site sizes, from three to ten acres, and
two others had pole barns.

Three were stick built of similar
quality and two were modular houses
similar to the subject, including the
most similar property.

All but one of these properties
were built in the 1980s to the mid
1990s.

The most similar sale had the low-
est gross adjustments, as expected
with this type of scenario. Without
getting into the weeds of the adjust-
ment process, take the following
sales:

Sale 1. 1,200 sqft modular/ 2001 on
4-acres/40×60 pole barn, $200,000
Sale 2. 1,100 sqft ranch/1980 on 3-
acres without a barn, $170,000
Sale 3. 1,500 sqft modular/1985 on
5-acres with 50×60 pole barn,
$220,000
Sale 4. 1,000 sqft ranch/1990 on 10-
acres with 30×40 PB, $220,000
Sale 5. 1,200 sqft ranch/1995 on 5-
acres without a barn, $180,000

Range of sales prices
Before any adjustment it is clear

that sale 1 is most similar to the sub-
ject property. As such, the value of
the subject is likely to be closest to
this sale.

The unadjusted sales price range
of the comparables is between
$170,000 and $220,000, which is rel-
atively wide at 29.41%. It would not
be unexpected, however, with
acreage and barns thrown into the
mix.

Hopefully, after completing the
analysis and supporting the adjust-
ments made, the adjusted range is
narrower, perhaps in this instance,
from $190,000 to $209,000 (10%).

From there it would be simple to
explain how sale 1 has the greatest
similarity and was weighted most
heavily.

The inferior properties, those with
similar acreage, but older houses and
no barns (sales 2 and 5), sold as high
as $180,000, setting a logical lower
limit of the value range. 

Those sales that were superior due
to greater acreage and/or size of the
barns (sales 3 and 4) sold for
$220,000, setting the upper end of the
range.

Analysis with no adjustments
Without making any adjustments,

it is pretty compelling if the opinion
of value is around $200,000. But if
the opinion of value is $220,000 or
$180,000, more explanation is need-
ed. How were the adjustments were
supported and why the higher or
lower end of the value range was
chosen.

If the market is increasing or
declining discussion of changing
market conditions, and support of the
changes, could be sufficient added
information.

If pole barns are a highly desired
feature over and above acreage, dis-
cussion of this, plus the cost to con-
struct one would be relevant.

Tie it all together in your
reconciliation

Think of the reconciliation section
of the report as the place where you
can take the analysis and thought
process and tie it all together in one
neat little bow. This helps the client
understand why you are and where
you are in the valuation.

This is where our judgment and
thought process can shine and how
we are different from algorithms and
bits and bytes (i.e., AVMs).

The more complex the valuation
problem, the more descriptive we
likely have to be.

Reconciliation sample analysis of
the sales

In this made-up simple example,
we could have a reconciliation such
as:

The analysis includes five closed
sales that are competing properties
within the immediate market area.
They include both larger and smaller
sales than the subject property and
sales that have both larger and small-
er sites.

Three of the sales have pole barns,
which are considered significant fea-
tures for small acreage properties in
this market.

Four of the five closed sales are
slightly older houses than the subject,
and one is slightly newer. All sold
within the past six months in a stable
to slightly increasing market (see
market conditions analysis). Two
sales were of similar modular con-
struction, and the remaining three
were of similar quality, albeit site-
built properties.

The report includes two sales that
are inferior to the subject property
(sales 2 and 5) and two that are supe-
rior (comparable sales 3 and 4). One
sale was most similar. Since it
requires very few adjustments and
has the overall lowest gross adjust-
ments in the report, is weighted the
most heavily in this analysis and
report.
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The inferior sales sold for
$170,000 and $180,000, which pro-
vides a benchmark for the lower end
of the value range. Logically the
opinion of value would be greater
than $180,000.     

The two superior sales both sold
for $220,000. Logically, the
appraised value would not exceed
these prices.  Sale 1 was similar in
many respects to the subject, with the
main differences being that it had a
smaller site and a larger pole barn. 

Careful analysis showed these fea-
tures were offsetting, and the
$200,000 sales price of this property
provides a good benchmark of the
most reasonable expectation of value
for the property.

After analyzing the various ele-
ments of comparison, the adjusted
range did narrow from the initial
$170,000 to $220,000, to a tighter
range of $190,000 to $209,000.

With sale 1 adjusting to $198,000,
I have placed most weight on that
sale. I also placed some weight on
sale 3, which was the only other
available modular house sale in the
area. The adjusted sales price on that
sale was $203,000.

Considering these sales, and sup-
port from the others included in the
report, my opinion of value of
$199,000 is considered well support-
ed with the data provided within the
report and through this reconciliation.

Avoid boilerplate in reconciliation
The reconciliation is precisely the

place we want to avoid any boiler-
plate.

The above description can be a
guideline for handling complex prop-
erties as well. One or two sales will
be more similar to the subject than
the others. Even if they are complete-
ly disparate, we still have to find a
way to explain how they are the best
we have.

The reconciliation is precisely the
place we want to avoid any boiler-
plate. For example, using the unfor-
tunately ubiquitous "all sales are the
best available and weighted equally",
even if the range of value is 40 or
50% before and after the adjustment
process.

Paint a picture with words
Although the sample above may

be considered "overkill", the idea is
to paint a picture with our words.

If a camera failure resulting in the
need to submit the appraisal report
without any photographs, how could
we paint a picture of the problem and
the solution with words?

This would be an extremely inter-
esting exercise, but not far removed
from the days before digital photog-
raphy, when we were very limited
with photo exhibits placed in an
appraisal report for delivery.

Communication example from
personal life

The description above would be
roughly equivalent to telling your
loved one that you would really like
that beautiful bracelet you saw on
sale for your birthday. And how love-
ly it would look on your wrist. Or
say that as much as you like Chinese
food, you are hankering for some
sushi. 

Of course, you could abbreviate it
and say "I want that bracelet" "take
me out for sushi," but even though
that gets the point across, it does not
do it in a way that provides warm
feelings and could be thought of as
harsh and demanding. 

Like it or not, we still have an ele-
ment of customer service that we
need to provide and words do matter.

Author's End Note about future
form changes

As an aside, while the current ver-
sion of lending appraisal forms do
not have sufficient space for commu-
nicating a robust summation, these
forms are in the process of being
reconsidered.  If possible, we need to
have our collective voices heard
related to how they are developed,
including the expandable capability
that was floated before the 2005 iter-
ations that we are now using.

About the author
Rachel Massey, SRA, AI-RRS has

been in the real estate field in the
Ann Arbor area since 1984, first in
sales, and then as a full time apprais-
er since 1989. She has a Bachelor's
degree from Siena Heights University
with a real estate concentration and is
an ABQ Certified USPAP instructor.

She has expertise in lake appraisal,
Relocation appraisal work, and other
residential work in Washtenaw
County and surrounding communi-
ties.

Rachel can be reached at rach-
mass@comcast.net or through her
website, www.annarborappraisal.com   
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I. So What's the Problem? (What
is a USPAP violation)

Part of the problem is the way in
which we hear things. We hear the
word "violate" repeatedly. State
licensing regulators and investigators
typically use the word violate in
charges against appraisers.

So what is a violation? Well - it
turns out there are three. Only three!

You did a bad-a USPAP violation!
They said so! Are they right? A viola-
tion. A strong word. Clear and suc-
cinct. Easily understandable by any-
one. Of course. Black letters on
white. Where in USPAP does it iden-
tify that this is a violation or not a
violation? 

In those first 24 pages, we can look
at three major topics. First there are
the "integrity" rules, having to do
with ethics, management, confiden-
tiality, record- keeping, competency,
work scope, and superseding laws
and regulations. Next there is
Standard 1, on appraisal develop-
ment. Just four (4) pages - that's it!

Finally, Standard 2, on appraisal
reporting. Five pages, much of it
repeating what is in standard 1, and
differentiating between two words:
"summarizing" and "stating."
("Report" vs. "Restricted Report".)
Five pages.

Here are the clearly specified vio-
lations: (Really - there are no
more.)
A.      Be grossly negligent in con-
duct. (Conduct section of the Ethics
Rule.) 
B. Fail to keep records, willfully
or knowingly. (Record Keeping
Rule.) 
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By George Dell, , SRA, MAI,
ASA, CRE 

So why is USPAP so hard? Can we
simplify?

USPAP (Uniform Standards of
Professional Appraisal Practice)
dominates the thinking of most
appraisers in the US. It is a complex
system of books, committees, rules,
advice, Q & A, and multi-tentacled,
convoluted, legislative, administra-
tive laws, and regulatory officialdom. 

Who benefits? Is it the public? Or
something or someone else?

Most lender clients require a real
appraisal, except when exceptions are
allowed. Most (state) regulations
require licensing for appraisal work,
except when they do not. Reviewers
must also comply with USPAP,
except when it is not necessary. And
USPAP is the law in states, except
when it may not comply with the
state constitution. USPAP does not
apply (in full or in part) to real estate
agents, most government employees,
most assessors, BPOs (Broker Price
Opinions), "waivers", and "automat-
ed" valuations. Only appraisers doing
appraisals are subject to USPAP.

Only 24 pages of USPAP
really matter

The 'book' appraisers must buy to
comply with the law is 350+ pages
long. Mandatory. 

24 pages. For real property
appraisers, only the first 24 pages
really matter. So why is USPAP so
hard? Why does it take another 350
pages to explain the 24? Why?

The valuation process is actually
simple:
• Identify the problem.
• Select the relevant data.
• Apply "adjustment" predictors.
• Provide an understandable report.

Everything else deals with some-
thing other than developing and
reporting an opinion of value. Pages
25-31 deal with the review of an
appraisal report. (The next install-
ment of this series deals with review-
er instructions conflicts with apprais-
er instructions).

Unusual and difficult challenges
As far as professional standards go,

USPAP presents some unusual and
difficult challenges. The typical
appraiser can confront these chal-
lenges in three ways:
1.Understand the vagueness, internal
conflicts, and ambiguities in those
first 24+ pages.
2.Get a feel for how the obsolete
'opinion' guidelines restrict and inhib-
it upright analyses.
3.Clear the conflict of the sequence
of data, information, visualization,
with modern software.

A Practical Guide to USPAP Appeasement (PART I)
Only the First 24 Pages of USPAP

Really Matter For Appraisers 
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C. Fail to use "care" in identi-
fying the client. (Standard 2.)

Let's look at each of these in turn.

Violation A: Gross negligence
What is gross negligence? My

Black's law dictionary defines it
[paraphrased] as intentional failure to
perform a duty in reckless disregard
of the consequences. 

In the context of administrative
law or rules, such as USPAP, we are
judged on two elements of work:
scope in Standard 1: what would our
peers do, and what do users expect.
In the context of Standard 3, the
reviewer in turn has five words to
follow: completeness, adequacy,
accuracy, relevance, and reasonable-
ness. 

Hopefully, this clarifies everything
about avoiding gross negligence. 

We only need to note who is mak-
ing the judgment of intentional reck-
less disregard. Is it the lay unli-
censed non-appraiser, the licensed
appraisal reviewer, an automated
'checker', or the regulatory group? -
some of whom may be competent in
valuation? So be not grossly negli-
gent! (Is less-than-gross ok?) The
judgment is made by whoever
decides to make the judgment,
whether they are qualified or not.
Competent or not. Biased or not.
Self-interested or not. Believable or
not.  

Conclusion: moderate or minor
negligence appears to be ok! Just do
what your client expects, and always
do what everybody does.

Violation B: Failure to keep records 
Next, we look at willful or knowing

failure to comply with the record
keeping rule. This requires a look at
the word "must." This rule has a
bunch of musts. 

Basically, it means the workfile.
You must include the name of the
client, copies, summaries, and "all
other data, information, and documen-
tation necessary." 

It also means keeping custody and
availability of the workfile. Clients
generally do not have access to our
workfiles. Reviewers generally do not
have access to our workfiles. Usually
the only time this "violation" comes
out is if someone, somewhere files a
complaint. The key word here is "nec-
essary." (If it's unnecessary, you don't
need to keep it.) Crystal clear!

Violation C: Failure to "use care in
identifying the client" 

Be careful! "An appraiser must use
care when identifying the client." This
must be important, because these
exact words are used eight times in
reporting standards 2, 4, 6, 8, and 10,
and twice in standard 2! 

So, there you have it. Here are the
three violations: 1. Be grossly negli-
gent. 2. Fail to keep records. 3. Fail to
use care in naming the client. 

So how do we appease USPAP? We
convert these negative Don'ts into
positive Do's.

Consider these words as an alterna-
tive way of thinking violation avoid-
ance.
1.Keep your negligence to a moder-
ate or minor level.
2.Keep all necessary records in your
workfile.
3.Be very careful in identifying your
client.

II. So What's the Problem
(Why Did They Say You
Violated?)

If there are only three violations in
USPAP … why do we see so many
reviewers, investigators, and regula-
tors and quasi-governmental agencies
use the word 'violate'? (Even if it is
not about one of the above three spec-
ified violations?) 

To keep things simple, let's focus on
Standard 1, four pages.

A quick summary:
Standard 1 itself comprises the first

three of the four 'simple' steps of the
valuation process, as noted: identify
the problem; determine the work-
scope; and do the research and analy-
sis "to produce a credible appraisal."
(Credible = "worthy of belief".)

Rule 1-1(a): [must] be aware of,
understand, and correctly employ
those recognized methods and tech-
niques necessary to produce a credible
appraisal.

Let's get picky! How would some-
one judge whether I violated this rule?
Here is what I read, in an easy-to-see
table form.

SEE TABLE ON NEXT PAGE.
This rule section clearly needs

explanation. And here it is! It has an
official USPAP "Comment" of 165
words to explain the above 20 words. 

A summary of this 'comment' is: 
• Change continues to affect
appraisal.
• Change in real estate affects
appraisal.
• Construction & law affect appraisal
theory.
• Social change affects theory and
practices.
• You must continuously change to
remain proficient.

To sum up: The rule says do things
the way we've always done it. The
comment says devise new methods
and techniques. It's a Catch-22
Gotcha!
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Rule 1-1(c) is longer. In summary
it says: 
• Don't be judged as careless, negli-
gent. 
• Don't be careless or negligent,
make no big errors, and not a bunch
of little errors.

So what's the problem? 
The point is that all violations

(beyond the first three) are judged
subjectively, based on somewhat elu-
sive definitions evaluated on the
reviewer's understanding, opinions,
and interpretation of what is suffi-
cient and what is not sufficient to be
worthy of belief! Clear?

So be worthy.

If your judgment of all the above
does not agree with the reviewer's
judgment -- Violation!

Rule 1-1(b): [must] not commit a
substantial error of omission or com-
mission that significantly affects an
appraisal.

So what is a violation of this rule?
(In the opinion of the
reviewer/investigator/client?)
• Substantial: It is a violation if it is
not substantial "enough"?
• Significantly: It is a violation if it
is "important enough"?

What is sufficient care?
The Comment to this rule explains

- "An appraiser must use sufficient
care." So do enough to be sufficient
to be significantly enough. (In the
reviewer's opinion.) "Diligence is
required" if it affects "the credibility
of the assignment results." So you
need to appease the reader/reviewer
that all your work is sufficiently dili-
gent to be believable from the view-
point of the reviewer!

III. So What is "Worthy of
Belief"? 

The word credible (defined as
"worthy of belief") is the key to
appeasement of USPAP.

It must be important. "Credible" is
used in the actual standards (integrity
and performance) part at least 59
times. If you include the whole
USPAP 2020-2023 explaining book,
it is used some 350 times! 

The definition continues: "Credible
[believable] assignment results
require support, by relevant evidence
and logic." Certainly, believability is
a worthy goal. So how does one
become worthy of belief?

"The appraiser must be prepared to
demonstrate that the scope of work is
sufficient to produce credible assign-
ment results." Hmmm. It does not
say actually do it. Just be prepared to
do it. Hmmm... Ok we are ready. We
are prepared. Just ask us. We can
demonstrate! Just not right now.
When you ask.
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The Scope of Work Rule specifies:
"Determine and perform the scope of
work necessary to develop credible
assignment results." Here is the prob-
lem: How do you measure believabil-
ity?

For the most part, the users of
appraisals want to know one of three
things:
•potential for gain (such as
investors).
• risk of loss (such as lenders and
regulators).
• Fairness or equity (such as courts
and property tax assessors).

Each of these are related to the
usability and reliability of the result.
An appraisal too low can be unfair,
mess up a deal, or prevent buying a
home. An appraisal too high can be
unfair, enable fraudulent motives, or
cause losses to lenders and the pub-
lic. An appraisal with low reliability
(sureness or certainty) can result in
unfairness to a litigant or a taxpayer.

Believability comes from reliabili-
ty. Reliability to a user requires sure-
ness, trueness, and appropriateness
(answer the right question). You and
your work are 'worthy' if the process
you follow is simple, straightforward,
and understandable.

IV. So How Do You Get
"Worthy of Belief"? 

You will be believed if you have
three qualities: 1) You are persuasive;
2) You provide good logic and evi-
dence; and 3) You have answered the
right question. You must be both con-
vincing and provide critical analysis.

(In an upcoming part of this series,
we consider whether USPAP directs
us to answer a questionable problem-
atic definition of appraisal. A defini-
tion which may be of diminishing
usefulness in today's world - given
today's technology - when blended
with appraiser experience.)

Modern tools and analytics soft-
ware can help

In the Valuemetrics.info curricu-
lum, we provide modern tools and
(open source) analytics software that
results in good analysis and more
useful results. We call this Evidence
Based Appraisal©. The emphasis is
on modern data science principles,
replacing subjective judgment meth-
ods. It is simpler, faster, and creates a
foundation for better appraiser ser-
vices and products.

The concept of EBV (Evidence
Based Valuation)© first came to me
from the medical field. 

My assistant Cyndi, who is a nurse
by prior profession, told me about
evidence-based medicine. Simply
put, the doctor does not go hmmm-
hmmm, then pronounce the cure. The
doctor says "we need to run some
tests . . ."

The doctor collects the right kind
of data, performs the right analysis,
and indicates a path of healing.

The Evidence Based Valuer© col-
lects the right data, performs the
right analysis, and predicts a value.

What we present in the
Valuemetrics.info actionable educa-
tion are the concepts, theory, and
tools of modern data science applied
to valuation. The evidence starts with
the data. The data is classified and
associated with simple methods,
including simple regression and con-
trasting. The data is turned into use-
ful information. The information is
analyzed into a prediction of market
price - as well as other numerical
guides - useful to clients.

EBV© is designed to sharpen
and enhance appraiser judgment.
It does not replace appraiser judg-
ment.

Editor’s Note: George Dell has been
trying for two decades to get 
appraisers to go beyond “3 comps”
in their valuations. He has classes
and articles to explain what he
believes can help appraisers. Many
people are saying they want more
analytics from appraisers. 

Coming in Part II of this Series 
Part II of this series will consider

Standard 1 conflicts with Standard 3
rules, "checklist" reviews, and the
problems with relying on review algo-
rithms, and UAD-like formulas for
'violations' and peer-conformity.

Stay tuned.
[For George's free short short blog

and learning modernized appraisal
methods, go to www.georgedell.com     

About the author
George Dell, SRA, MAI, ASA,

CRE consults and trains in modern
data science methods for valuation
and asset collateral risk.

www.valumetrics.info has informa-
tion on his classes and paid newslet-
ter.

For more general info, and his very
interesting free blog posts, go to
www.georgedell.com. His weekly
blog often raises controversial issues.
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By Tim Andersen, MAI 
Editor's Note: When I first read this
article (monograph) the discussion
seemed very unusual. Then I re-read
it and it made sense. I had never
heard of any of what Tim discusses as
it relates to real estate appraisal.
Very interesting.

James N. Patterson (and his co-
authors) write books. They are

light fiction and tend to be mega-best
sellers. Not only do millions buy and
read their books in English, but their
publishers also translate these books
into numerous languages. In those
foreign languages, they tend to be
bestsellers, too. Nice work if you can
get it. But that's not entirely the point
of this monograph.

Some years ago, Patterson, and his
co-author, DuBois, wrote a rather
thick novel, the gravamen (the
essence or most serious part of a
complaint or accusation) of a series
of seven murders, all taking place in
the same seaside house, over a rather
gruesome summer. The first word in
that tome's two-word title was
Summer. But that's not entirely the
point of this monograph, either.

What is the point of this monograph
you are reading?

So, you ask, cursing with exaspera-
tion, what is the point of this mono-
graph? Its point is the reasoning
behind a premise and a conclusion.
What does that have to do with
Patterson and DuBois's book on sea-
side murder? 

With that, nothing. But, by exten-
sion, with real estate appraisal, espe-
cially appraisal and appraisal report
writing, a whole bunch, really.

I've already told you the first word
in the book's title: Summer. Now the
challenge that is the gravamen of this

monograph is to discern (by any
means other than looking it up on the
internet) the title's second word. You
exclaim excitedly such a challenge is
impossible simply because there are
over 400,000 words in English (and
more coming in every day). Any one
of these could be the second word in
the title. While I agree with your
hypothesis's second and third premis-
es, I cannot agree with the first. Let
me explain why.

Given Patterson and DuBois (P &
P&D) wrote a novel about a murder
in a seaside dwelling and wrote that
book to appeal to as many readers of
such fiction as possible, it is likely
you could eliminate any words of a
scientific origin as a component of
the title. In other words, it is highly
likely P&B would not pen such a
novel and give it the name Summer
Tetrachloride. So, it is possible to
eliminate scientific terms as the sec-
ond word in the novel's name.
Therefore, the universe of available
words from which to choose just got
a lot smaller. 

It is also likely you could eliminate
location or place names. For exam-
ple, since you are looking for a sec-
ond word, you can eliminate Truth or
Consequences, New Mexico, Long
Island, New York, or Great Falls,
Montana. Bemidji is a town in
Minnesota, but Summer Bemidji
lacks a certain poetry. Therefore,
place names are easy to eliminate.
The universe of potential second
words has again become smaller. 

Personal names are another field
you can avoid plowing for answers.
Summer Margaret or Summer Felix,
too, lack poetry and do not lend
themselves to serving as the name of
a mega-bestseller. So, the universe
decreases again, yet we are still left
with a bunch of words.

Therefore, it's time for a hint. In
this particular book title, the second
word starts with the letter "h." This
step eliminates every word in
English that does not start with the
letter "h." According to the Scrabble
Word Finder, there are at least 6,377
words in English, starting with the
letter "h." Wow! You've gone from
over 400,000 words to about 6,377.
That is narrowing the field! Now
let's eliminate some more.

Again, eliminate the scientific
words. So, we can, therefore, elimi-
nate Summer Hydrogenate or
Summer Hexachloride. Move past
the place names to eliminate Summer
Helena (Montana) and Summer
Humbolt River Ranch (Nevada). You
can also eliminate personal names
such as Summer Harriet or Summer
Helaine. 

What does this have to do with
appraisal?

Before the big reveal of the book's
true title, it's time to relate all of this
to the appraisal of real estate, espe-
cially the appraisal of residential real
estate and the reporting of those
appraisals. So here goes. 

We are going to consider the con-
cept of reasoning. 

Deductive reasoning
Deductive reasoning is reasoning

from general premises to a specific,
non-controvertible fact. One example
is, "Susan is a living woman. All liv-
ing women are mortals. Therefore,
Susan, a living woman, is a mortal".
Deductive reasoning is definitive. If
the premise is true, the conclusion
from the premise must also be true.

Inductive reasoning
Inductive reasoning, while precise,

has more wiggle-room than does
deductive reasoning. One source has
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How appraisers use abductive reasoning
to provide a value opinion
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indicated it is "…a method of rea-
soning in which premises are viewed
as supplying some evidence, but not
full assurance, of the truth of the
conclusion" (citation omitted). The
truth of the conclusion of an induc-
tive argument is probable, based on
the evidence given, but not assured. 

One example of inductive reason-
ing is, "I pulled a bill from my wal-
let, and it was a $10 bill. Therefore,
all of the bills in my wallet are $10
bills". The point is, this may or may
not be true. 

Abductive reasoning 
Finally, there is abductive reason-

ing (which is where we are going to
concentrate). 

Those who study such things indi-
cate abductive reasoning "…starts
with an explanation, or a set of
explanations and then seeks to find
the simplest and most likely conclu-
sions from the observations. 

This process, unlike deductive rea-
soning, yields a plausible conclusion
but does not verify it. Abductive con-
clusions are thus qualified as having
a remnant of uncertainty or doubt…"
(italics added; citation omitted). 

But you already know this since
you are familiar with the opening
line of the definition of Market
Value, which is "…the most proba-
ble price…" (emphasis added; cita-
tion omitted). 

So, we appraisers start with a
whole bunch of data, usually in the
form of all sales in the neighborhood
of properties comparable to and com-
petitive with the subject. 

We might even have a contract
price on the subject as another data
point to ponder. But we do not have
a clue of what the subject is worth
(i.e., its market value) since, at best,
these data indicate nothing more than
a range of potential values.

Given this range, we start eliminat-
ing stuff. We eliminate the non-
arm's-length transactions (divorces
and estates). We eliminate those

transactions that are the result of a
contract-for-deed, short-sale, or
REO. We are then left with a much
narrower range than before, but what
remains is still a range to narrow
even further. 

The secret of abductive reasoning
Now, here's the secret of abductive

reasoning that makes it so much fun:
abductive reasoning is just a high-
falutin' name for a guess. That's
right! 

After we've collected, verified, and
then analyzed all of the information
necessary for credible assignment
results, we typically end up with a
range of values. From that range, we
simply guess at the final value. That's
why we form opinions of market val-
ues but do not estimate market value.
There is nothing else we can do but
guess. 

In the end, it all comes down to a
guess. An educated guess, to be sure,
but a guess, nonetheless. A guess
from within a narrow range of val-
ues, but still a guess. Out final value
conclusion is an opinion, not a fact.
An opinion is a sophisticated word
for a guess. It had better be a damn
good guess, but it remains a guess. 

So, when we say we appraisers
engage in abductive reasoning, that
is true. We start with all of the neces-
sary data and then eliminate the
unnecessary data to have only the
necessary data. Since those data
rarely speak loudly and with one
voice, we are left with a choice to
make. That choice is simple: where
the data range within the range of
market values indicates, do we opine
a value? Since we don't know the
subject's market value (indeed, we
cannot know it of a moral surety),
we guess. 

Our appraisal report, therefore, is
nothing more than a justification of
that guess. We tell the client what we
did to arrive at that range of values.
Then we tell the client why, from
within that range, we chose

(guessed) that particular value. 
Therefore, while we do engage in

deductive and inductive reasoning as
part of the appraisal, our final value
conclusion is the result of abductive
reasoning, i.e., a guess. 

Now, back to P&D.  We can elimi-
nate horse, hickey, and hoodie since
they do not make sense in any con-
text. Heel, halibut, and hermit do not
survive the cut, either, for the same
reason. Hankie, hexadecimal, and
heliotrope are all silly (and are here
just so I could cite nine "h" words). 

Hotel might work, especially since
there are hotels open only during the
summer tourist season. Home would
work since a summer home is a com-
mon term, although it might imply a
family dwelling rather than a place
merely to spend the summer months.
House fits, too, since people will rent
a house for the summer to escape the
summer's heat in a nearby big city. 

Of these latter three (i.e., from this
range), which one works, hotel,
home, or house? Go ahead! Reason
abductively! Which one is it? Now
you can go to the internet to look it
up. Whichever word you choose is
the result of your abductive reason-
ing, your guess.
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By Claudia Gaglione, Esq.,
National Counsel for Liability
Insurance Administrators

Editor's Note: LIA will be a regular
contributor to Appraisal Today. We all
need legal information on how the
legal system works for appraisers!!

When a lawsuit is filed, one of
the first questions asked is how

long the case will be pending before it
gets resolved. Often, that can't be
answered with any degree of certain-
ty.

Rarely, some lawsuits are resolved
in trial. Other matters are concluded if
the parties agree to a settlement. Both
of those resolutions could take years.

Early in the life of a lawsuit, coun-
sel for the insured might have a
chance to file a motion asking the
Judge to dismiss the case. This would
be an option if the facts, and the law,
are clear. The motion explains to the
Judge that no matter how the lawsuit
might develop, those key facts, and
the applicable law, could not be
changed. Rather than waste the time
of the parties, and the court, it would
be appropriate to simply end the case.

Unfortunately, these motions are
often ignored. Judges want to give the
parties (most often the plaintiffs) a
chance to develop the case, even
when it seems unlikely that they
could manipulate the facts in their
favor.

Some Judges don't want to take the
time to read the papers and to consid-
er the arguments. They don't want to
make the "hard" call to end a case in
its very early stages. We will hear
Judges say they think the case should
be decided by a jury, even though
every Judge knows the odds of a case
lasting that long are slim.

Despite the odds not being in our
favor, we never stop trying. Once in a
while the right facts, good law, our
hard-working defense counsel, and a
strong Judge come together and one
of our motions will be granted and the
case gets dismissed. We call these our
"small" victories and are case by case.
It doesn't make "new law" that can be
used as a basis for argument in other
lawsuits. There are no published opin-
ions, but it's still a win if the decision
ends a lawsuit.

In some states there are statutes
which require that any complaint filed
against a professional alleging negli-
gence be accompanied by a certificate
of merit. In other words, the plaintiff
must find another professional to
review the case to state that the defen-
dant's professional services fell below
the standard of care.

The idea behind the certificate is to
weed out those lawsuits that have no
merit. Sadly, most of the time it is not
difficult to find one professional who
is willing to criticize the work of
another.

In those states where such a certifi-
cate is required, the Judge is supposed
to dismiss any lawsuit filed without
the required document. However, in
our experience, Judges rarely follow
this rule. In the vast majority of cases,
the Judge will allow the plaintiff extra
time to find their "expert" even
though the statutes require that this
search be done before the lawsuit is
filed.

In most instances, the expense of
filing the motion seems to be a waste,
but we keep trying in the hope that a
Judge will take this rule seriously, and
sometimes that actually happens.

In one case the insured appraiser
was retained to prepare two appraisals
for the same lender/client involving
the same borrower. The borrower was
purchasing one property with the
intent to flip it after some rehab work.
The insured was asked to prepare a
"subject to completion" report after
being provided with a budget for the
anticipated rehab work.

The second assignment was a cash
out refinance assignment. The bor-
rower was seeking to pull cash out of
her personal residence. The cash
would be used to complete the rehab
work on the flip property, if needed.

Both reports were completed and
neither the client, nor the borrower,
raised any issues with respect to
either report.

About a year later, the insured was
served with a lawsuit filed by the bor-
rower. Also named as defendants
were the seller of the flip property, the
home inspector, and the contractor
hired to do the rehab work. The bor-
rower alleged that the flip property
had serious structural and moisture
intrusion issues that were concealed
by the sellers. It was further alleged
that the home inspector and the
appraiser were negligent for not dis-
covering the severity of the problems.

Rules are Made to Be Followed
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This was the first time in over 5
years that a Judge granted one of
these motions in a case against one of
our insureds. While we cannot wave
this ruling in front of any other
Judges, it was a welcome victory for
this insured and brought about a
quick end to a lawsuit that could have
dragged on for years.

About the author
Claudia Gaglione is a partner at

Gaglione, Dolan & Kaplan, and the
National Claims Counsel for LIA's
Errors & Omissions program.  

She graduated from the University
of Southern California Law Center in
1982 and specializes in the defense of
professional malpractice claims. 

Since 1987, Claudia and her col-
leagues have supervised over 8,500
claims and lawsuits filed against real
estate appraisers, and other real estate
professionals, across the country. 

By virtue of this experience,
Claudia can discuss the types of
errors that are avoidable and how real
estate professionals can take steps to
make themselves more defensible in
the event they are the subject of a
claim, and making her the authority
on appraiser litigation and defense.  

The contractor continued to demand
more money to remedy problems with
the home and the borrower went
through all of the loan money, includ-
ing the cash from the refinance loan.
Once all needed repairs were done, it
was still projected that the house
would sell for a loss, so she defaulted
on the flip property loan and was fac-
ing foreclosure proceedings.

The borrower claimed the insured
overstated value of her personal resi-
dence when he completed the refi-
nance appraisal. Had it not been for
this negligence, the borrower would
not have had enough cash to proceed
with the flip. It was implied that the
insured was to blame for all the bor-
rower's damages since the refinance
loan set everything else in motion.

We did not think that the appraiser
was in any way responsible for the
borrower's flip gone wrong, but it
looked like this would be an expen-
sive lawsuit to defend. It turned out
that the borrower had not filed the
required certificate of merit with her
complaint.

Defense counsel filed a motion to
dismiss due to the absence of the cer-
tificate. No one expected the motion
would be granted; rather, it was filed
to "preserve the objection". We were
pleased (and a bit shocked) when the
Judge granted the motion and issued
an order that did not give the plaintiff
a "second chance". 

The Judge said the certificate
requirement was to keep claims like
this one out of the courts. He thought
the borrower's allegations against the
appraiser were "remote at best" and
the failure to file a certificate likely
indicated no appraiser was willing to
point fingers at the insured based
upon such weak allegations.
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MBA Loan Volume Application Index – 1/90 to 4/21
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Malwarebytes Mobile Security 
For the iPhone
www.Malwarebytes.com
Reviewed by Wayne Pugh, MAI, CRE, CCIM, FRICS 

A few days ago, my wife received a message from a hacker saying he had taken over her iPhone and would require that
she purchase a product to rid her of the malicious advertising.  I quickly called Apple, and they helped me get rid of the
repeating advertisement. Before we completed the call, she advised that I install Malwarebytes Mobile Security to prevent
this from happening again. 

Malwarebytes Mobile Security blocks scams and protects your privacy. It is an excellent resource that blocks disruptions
like:

• Phishing scams, tech support scams, and other malicious sites
• Ads and ad trackers that watch your behavior online
• Fraudulent text messages
• Deceptive sites and other forms of suspicious content
• Calls from known and suspected scammers

Malwarebytes Mobile Security can't scan for malware on Apple iPhones.
Fortunately, the risk of getting malware on an iOS device is minimal because
Apple has a stringent review process regarding app admission into the App
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Premium Plan
The Premium Plan blocks phishing sites, online scams, and other malicious sites with its Web Protection. This web protec-
tion blocks websites that contain ransomware, phishing scams, and other online threats when you use Safari. If you tap a
suspicious link, Web Protection will stop it from loading.  Users will also be able to ignore fraudulent calls with
Malwarebytes Mobile Security's Call Protection. It will show you caller ID warnings or block incoming calls from known
and suspected scammers, including "spoofing" calls that make their phone numbers appear similar to yours. You will have
the option to answer the cell calls that matter and skip the rest.

The Premium Plan is currently the only iOS security software that combines spam call blocking, text message filtering,
ad blocking, and protection from potential scam websites in a single application.  

Free Plan
The Free Plan blocks intrusive ads in Safari and stops ad trackers from targeting you with unwanted advertising.   It will
also ignore suspicious text messages sent from a list of known scammers or phishing links.  The Free Plan allows you to
focus on the text messages you want to see.

Ratings and Pricing
Apple Rating: 4.6 out of 5, currently has 21.7K ratings
Pricing: Free Limited Plan, Premium Plan ($11.99/year or $1.49/month) 

Conclusion
If you are interested in limiting spam calls, unwanted text messages,  unwanted pop-up ads, and website scammers on your
iPhone, this is the best solution for you.

Malwarebytes Mobile Security also has a version for Android phones.  
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