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When an aircraft experiences an incident, sustains damage, or carries gaps

in its documentation, its fair market value (FMV) can decline—sometimes
significantly—even after high-quality repairs restore full airworthiness.

For insurers, accurately identifying diminished value (DV) is essential to
setting appropriate policy limits, defending claim decisions, and reducing
risk of disputes.

With more than 40 years of experience preparing USPAP-compliant valuations, I've helped insurers, brokers,
and claims teams assess DV with the clarity and rigor required for underwriting, settlements, and litigation.
Understanding the nuances behind DV ensures insurers can make informed decisions based on real-world

market behavior rather than assumptions. Because every aircraft and every incident is different, DV analysis
must be grounded in both technical evaluation and verifiable market evidence.

The following are the key factors every aviation insurer should understand when evaluating
diminished value.

1) Accident & Incident History

Not all events affect value equally—but market perception almost always matters.

e Nature and severity: Structural vs. cosmetic; primary structure involvement; fire/flood exposure.
e Scope of repairs: Extent of teardown, replacement vs. repair, alignment/rigging implications.

o Disclosure history: Transparent, well-documented repairs reduce uncertainty (and DV).

o Eventrecurrence risk: Repetitive squawks post-repair can amplify DV.

Why it matters:
Even when an aircraft is fully airworthy, buyers and lenders frequently discount assets
with meaningful damage history.
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2) Repair Quality, Vendor, and Documentation
DV is as much about confidence as it is about condition.

e Repair facility reputation: OEM service centers and top-tier MROs can mitigate DV.

e Documentation: Detailed work orders, parts traceability, and photos enhance credibility.

e Approvals & conformity: Proper 8130s, DER approvals, and STC documentation reduce buyer
hesitation.

e Return to service rigor: Thorough inspections and test flights support DV recovery.

Why it matters:

Incomplete, unclear, or reconstructed records erode value, even after exemplary workmanship. Buyers rely
heavily on documentation to verify airworthiness, confirm the quality of repairs, and assess long-term
maintenance integrity. When logbooks or records raise questions—or fail to eliminate them—market
confidence drops quickly, often widening diminished value beyond the cost of the repair itself.

3) Logbooks & Record Integrity

Records are the backbone of aircraft value.

o Completeness: Missing, duplicate, or reconstructed logbooks materially reduce FMV.

e Continuity: Gaps, handwriting inconsistencies, or foreign-language entries without translation add
risk.

e Traceability: Parts with poor pedigree or undocumented mods red-flag pre-buy inspections.

o Digital vs. paper: Digitized, indexed records add efficiency; paper gaps fuel DV.

Why it matters:

Logbook issues often drive the largest DV adjustments unrelated to physical condition. Any gaps or
inconsistencies undermine buyer confidence and create uncertainty about the aircraft’s true history—quickly
widening diminished value.

4) Airworthiness, AD/SB Compliance & Upcoming Maintenance

DV and maintenance exposure often interact.

e AD/SB compliance: Outstanding items reduce value and perceived reliability.
e Approaching major events: Heavy checks, overhauls, LLPs due soon compound DV.
e Post-repair monitoring: Enhanced surveillance or recurring inspections can influence buyer

pricing.
e Configuration conformity: Any deviation from type design without proper approvals invites
discounting.
Why it matters:

Unresolved or imminent maintenance costs stack on DV, affecting settlement and future risk
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5) Avionics, Modifications & Supportability

Marketability hinges on modernization and support.

e Legacy vs. supported avionics: Unsupported systems depress value more after damage history.

e STCintegrity: Poorly documented mods undermine buyer trust.

e Connectivity & safety systems: Absent or outdated equipment magnifies DV in competitive
segments.

Why it matters:
Buyers already discount older avionics; add damage history or documentation gaps,
and DV widens.

6) Market Conditions & Comparable Evidence

DV must be grounded in real market behavior, not heuristics.

¢ Inventory levels & demand: Tight markets can compress DV; soft markets expand it.
o Type-specific stigma: Certain fleets show stronger reactions to repairs or event types.
e Comp selection: Verified sales, days-on-market, and concession data matter more than guidebooks.

Why it matters:

Defensible DV depends on credible comps and transparent reconciliation. Without reliable market
evidence and clear adjustments, valuation conclusions become difficult to justify, increasing the likelihood of
disputes during underwriting, negotiation, or claims. Strong comp support ensures your DV assessment
aligns with real buyer behavior—not assumptions.

7) Use Case, Operator Profile & Insurance History

An aircraft’s operational history, operator reputation, and claims record directly influence buyer confidence,
and even small differences can shift what the market is willing to pay—regardless of identical technical
condition. Context drives pricing power.

e Commercial vs. private operations: Charter and training use can heighten buyer scrutiny
post-event.

e Insurance/claim history: Multiple claims or hard-to-insure profiles elevate DV.

e Brand/reputation effects: High-profile incidents can impact specific tail numbers or types.

Why it matters:

DV is not purely technical—it is heavily shaped by market psychology, operator reputation, and buyer
confidence. These contextual factors can widen DV beyond what repair documentation or maintenance
history alone would suggest.



A Practical Framework for Insurers

When assessing diminished value, ensure your appraisal:

Defines the event (what, how severe, structural involvement).

Audits records (logbooks, approvals, parts traceability, repair detail).
Verifies conformity & compliance (AD/SB status, RTS inspections).
Quantifies modernization (avionics, programs, supportability).
Evaluates market comps (verified sales, stigma patterns, concessions).
Documents methodology (adjustments, reconciliation, fact vs. opinion).
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A USPAP-compliant approach keeps conclusions transparent, consistent, and defensible.

The Bottom Line

Diminished value is situational and market-sensitive—and it can materially impact policy limits, settlement
decisions, and dispute risk. Insurers need DV analyses that combine technical credibility (repairs, records,
compliance) with market evidence (comps, demand, stigma).

That requires an independent, USPAP-compliant appraisal with clear methodology and documented data.

My role is to help insurance teams make confident decisions with defensible DV
assessments that withstand scrutiny in underwriting, negotiation, and claims.

David Fisher
Owner | Western Aviation
Sr. Accredited Appraiser with the American Society of Appraisers (ASA).

. All appraisal reports are USPAP compliant.
Book a FREE consultation today!
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