{E{EZEEEL 515 7 ¥ (The Basis of Value and the Approach)

Foundations e The Valuation Engineer
William Bert Craytor e October 1, 2026

Version 1.2.0
DOLI: 10.67330/jp7pr043

EsEsk o [EEZERE ) B T 3OS IR AR H i A I (Y 5 e T i SR B (2 A
SE Tk B RATE > AR Bl B SRaZ EAE o EFE B B 0BT RO Y e 854 i b Ak 95 26 =)
AR 45 URAE 5 ) BT SE 5 B[R R IR SE T IR L R R T M A2 1Y o (A R B 1 27 B O 0
DIFHBA BB IR o BRI AT B R T B 35 > Bl B T8 ~ B ~ )%
W SR > SRR GRS BT AR 5 Bt SR A E TR H
K o WHBEER IR A7 5 B ok b 8 R LARS S (E RT3 (BB RE) © f51ETT
TR RIS SE B B AT PR 4% > A DU VB ER — AR (SRR, ~ ARTE ~ Wakik) - fEREE
B o S T AR RS B LB ~ A Bl aR s (e <BIBRASEHERD B R 5k I
TR VE T RANE) o A ETTVEA B MR [ 5E Al B 2E6E 5 A S > R T EE AR At MR - TR
(R (AR AL I A AL B Y 5 28 LB st TR A 28 -

BB o AR H TR AR - B R AR T ) TR i o SRBIACHT - B Ak B A
MO R Sy TR A5 SR R (B (E ) I > BESRPT IR A A5 15 IR > (HE% e 1Y 2 A
ANEEAR o A IE R [HORR A WG EES B ) - RRERKAERATIR —HBR - &
ARSI AR B > R RER R THCEEME ) 5 RiaZ H il LR BHEMESE - IBURIE
AR oL [ ) 26 5

FERARTE A > i 8 5 20 50T B LU LR I L) 5 B 5 S SRR o (AN ) —wdfiak
o PR AEAS TR A TR 2 — 3K o AR ~ (A BEL R 5 88 S RIS« AR 5 Hh b ZH S HH Y 4
B EARRE E 5L 5y T BRSO B R 5 i R (B S A AR R A T M SO R A o T 1)
TEBATAEHER 5 Z B CAAAE - HACR B iR i 4 Eat il i R B g b m i) - THRE A ) |
B TR0 () ) AL S ARG 55 5 MEATFEIN L R E (0 0 BR Rt g 42 - m e i
A EERREE o B BRI (B (AR BCHUR Br4R T4 85 05 SR A R B 6 & O AL R 7

BB B S o (GEMER L TRAEE ) R DGR EE ) BAgRE [EHELBERE )
Ao B4 AR AR R S B LB IR ARt 0 v 35 (B (B4R AR - SRR AR A0t BIA5A 2E 1 R - AR I
Wt 104 BB ATl S8 20 AR AR R AR (L > RT3 8 D il 1 42 A U AV 6 W i o ) L (B
FAR o G AR PUBOE R SO TS5 (R A SR SR8 LKL P S e B (R 2 44

FEAE T 48 A G S 2 RS IR (B B > 100287 YA P R 2 A0 B A R 5 128 B R T SCHR
ELER

B 65 LUBOA S B R T 15 2 — 5 BT IR BB SR LI S A R A SlE ST Z
A 22 FOEAT TR RS > ST e S LB R R A O T L Bl 5 S 0B A 5 i S B (R S AT B TS
2o —HPuHEE RAZ 5B EEA - SRR TGO - DUk B a8 &5 EHY)
SR EERAT— R LA SR B S T B A o e RR% T IR AT o IR o s I BR R A
SERUH IR > BMEEEAUE AR > B S AR > 05 EE IR T AT B E 2 P i G (E fE
FERLBINIL T » HERIEA RS (SHE SR AR S SR - B 2 BOERL) - Rk A 5 E
B o AP EACT S R e AR o I IR TR R R A (R TRRBUEE ) HIREE 5 BT S A
LY 8 N 0 5 s R i > ELAGELRR TE FARGSOR > HIATVERy TS B AUIREE - R > FiER
AR > — RGN E R A T A M -

W i 230 YA B 32 PR A R IO > R 7 % T A SR 4 T 8 i 855 o e S UG TG
ERME S RIRIE ITIG ML ~ WG 22 B ~ MiGH S0 > DL T S5 28 B0 A (b o i B 6 T

118


https://doi.org/10.67330/jp7pr043

H o ez o ERIBCE & B T ~ B SO HE ~ R IR A - B PR ~ BUBOIRDL K PR
AR o A R Y ST R R TR A R MR A S o A IR SR T 8 > IRl
A 545 T B RV ST S8 RHE DR (BB > T IR o de e e P A O B TR
% R LE AN EAAY o L7 TR s B R RS B a8 W K B A 43 B AR S
EFTR—— A SR e AP A - 12858 Bk UM ZE R AT Ak T5 T 40 o AR > IR e VA 0 S A5 1
EH%EWEJ CE B RA R B - ARELAR I TIERMEE ) a2 — BB A F A
TREYR)

TERT SR A (BB B G I Y > SR VR A8 B LUk BRI AR v B e o %075 T S L M b L J
m iR (BRI Z2) EATAGE > FRANRTHRT R B B B A I AMER TSR T A 8S - 1€
PTG B o w3 R PP 0 i 2 B 52 Sy AR W RF IR R AN Bl o e RPAS AR RS h 3 T
AR e s Sy [T ORAE(E ) > BIPR AAR IR o B T 45 1 T IR B

AR EERSR R EEZ RSN R TRATRRESH  B8E NS LM 5 TR KM
B > HARBEORBEMUE - IrEE @ sl Bse R HRIRAESL © dE il 7 ik e A JE T35 il ok - PRy
ﬁﬁﬁ{éﬁi&%ﬁizﬁﬁﬂﬁﬁb%*ﬂ% » A R A8 A (B SR (M o ANV VA PR O (K
Ao

G T B 3 o A - MUl (B i e —  (BREEE LGRS ~ 20 ok ~ BhEGE: ~ U ARTE K il A
L) 5 EAIEFE PR ETT % - RFTE > CBRIT BB SR - RtERR ik - m
JERA I o 5% 7 v T A R ) B (B 5 A R BRI A ~ R I E B A A - DIk
PR EE TR 5 BEANS R AR AERORON (R BT MR T ARG 1)) HEAT T8 » 82—l
B (HRAMATUETITE) I o @R P AT RES 2 SE AR B - (B0 (AR YR W AN
Y H BB AR L T5 15 > S R M IG5 7 LB T AN o MVRERZ T PR VR WA LT G SR B I A R A
A P BRI IEINF —BeR o e ASEBEHG i A S

G TR 43 A BA) S B ORI HL o A S - TG MRS ~ IR R~ BRBEIRAR ~ T SR R SR
B> AR E I B R > E R R AR g T L T EE o 0T (R AR AR
SETAHR IR A o (R B8 7 S R R ~ B PRI 3~ R IR~ BUBIR DL S ol R
fRBE > e R B P B i PR B R (EDH T A SR rh > RISEIUB AR BUR T % R BT I
AT 5 JE IR IR T G B E T e i S L R B (A JE

FE M FISER P o MR TR BN T EEE (2 —hE)  EREANHRER (BTR
Ve & B B —H ) - WETISHEE ; FE R ERANEER - IR IR -

Bamm v RREE R o SRR E D AR B EIE A £ B A Haa A B R A L DAk B B R
BIMTHAT R > XA Z DR EVEEZORITBOE N EF o 858 LR %48 T 50 218 BB A8 5 Hh 8 B
ANER > HE A AT R B A — 07 o s TR EER 2R B i i A Bk (Mt ~ 15
W) > WA R SRR AR GZT7 BT T iR ~ BEGiE ~ BBk > 48 R
PR T HAGEHE o KABRAE R FALE - EERATERKEE DERFEEME > mEEAE
WRLeTE H DL AR I FE ST 8 7 5 B R RtE P e T E o

HUE TS0 > R IRMA AT > SR H$RIRITIE T35 0 LBk m > LA $R A 25 gt A A
Rl HI T > 25 5 2 BB BE o AH GRHATEBE AR i 2 48 By — ZE G A > IRE8 A R 45
e fE 1C_224/2025 —% (2025 42 9 H 24 H) W I LB B:BE (Bundesgericht) $gH > FEIE
A (BB » AR s kA ig e TEE A — BIEERRED MBI T » i
EE = BE 0 P ik AR R 5 R AR B Bl T e v > IR LA SR B A A 38 T2 v g B v 52 1
FHA/KHE 5 FEM SR BB A & AT Lh i ZE R e e 4 o

H <FrEEmgEE> GF 1) LUK > ARERMIreR RS HEZE b > BLJR B R T © Rt 24
SIS > HIEBEPRARA KR a8 77 30 o BRI A4S S (arm’s-length) FY 2B T 85
225 > el BT S EE ; {04 A7 R 35 8 8 sl B W Oy 2 [ i > Bl R AR > B
BRI A SR B A LR R L > IR R A AR o kAR SRS s > {HEEREAD
BRI > s — B R AL sk e 45 R o

W H EAPRGE © BRIFEERAHE WEEERTR) &R 77 ¥ 1A P 51l 2558 -

119



T Aty S50 A T 8 A 7 s o A U 1) W TE VR A D B B T 0 W TR o BRI < Liegen-
schaftsbewertungsgesetz» (LBG » BGBL Nr. 150/1992 > BAFE A HR) BEHE TR0 - (B
FEAN T R AR RIRAE BR ) o YEVEBEFRanfe i BRIEE ARSI D A L E » R E W EER
Verkehrswert (3% i EMEMAERE 5 56 2 658 1 3 > HERBE WG R 5 T8 E
IR AR (RS (5 2 16850 2 30 © 45 3 & 7 IRRRR v Heikik ~ MBS AN o W AR
FRIRAE R (G(ER) RBERHEBUR KRBT T8 > fEPiE—48RA -

TR R R T BRI S o MR PRI EE 3 (ustawa o gospodarce nieruchomosciamsi) >
Bl R P R E SRR LTS EE (art. 134(1)) R28E s EEBMERLETS L5 ~ Ji
MDA TEE (art. 135(1)) B> AERAEEMEE (wartosé odtworzeniowa) » HAHE T
R A8 (A4 B A S T LAt K R Rt o0 B 5 o FEML T T > R AR LU R M R A B 2
art. 152(3) JRA% & s E ZE B ELRRAL 77 A4S — T I B (A B B L vk sl 25 75 > B (EE
SHIETA H AR o 15 MR (E (A IEA BT 5 e AT EUERBE (Naczelny Sqd Administracyjny » NSA)
TE— =i %At (I FSK 560/24 > 2026 4F 4 A 10 H) > BAERS H viv b5 (8 1 B 2 B (A 1 9 R AR
FH ST AT RAT R o SRR SOR B SR BEE > B AR SRS TS > IEIA RN 0 4
FEHEBRURE E AL 77 A A o

AR RG] o —E s ~ —EA AW~ — L - WERT

— SR BV AR B e 55 A HIBE > TIREAY 12,900 PR (1,200 A R2) o % B % E st
EIAFIAERT A 5 H A H LU > i% B BUS SR B RS 5 (EAS Rr A BT IR 2% B 0 A 2 RE A 2K
WL R R AE R o A — RNEMRIARGT > W8 B ZORFH RGN TG E )
HIFE B & LR ET Rl -

BAAERIAER o o T BRE B BURMETT 8 > AE R IRIPIEIR - BN A = 7B s
P o T o R R ERR Ry $540,000 o FTERMIMFEIERS RS - AR 5 MEHEREMIAE
PRI 25 B MR 5 A0 ) A i LR B [ T ) A

BOBAER - IRIE—IHAE %t 8 (FERBE B MRS 5) AT BHE (T A R Bk -
B[l — MR F — HE T AR E Al (i (2 R AR LB EEREE) o RN =
FIRAZZ) ~ FIRRAITHEE o B FOE T IHN T - ROEHR RS E R 2 0 DL 12% Rdk
#e > B R A SR S AT LA o AR B AR o HARE A $540,000 + 1.12 > u $482,000 ([
BRAZFILHTAL) ©

W EECT > AZE $58,000 > ANER A A1 B 75 9 ~ AR R B AT EUASEER ~ ARTIA H 0 > LLRARTEIAG T2
TS558 55 | (8% o Wi < R BEAE AT St - AR RS R PRI g o Tai o & R BR S AE TR S Bt R e
FOREMEMER - T [TEE ) ESEIEFE MM TE B - R AR T SE 2
o H— ARSI EER A > ARG D o HEEEEPE RS [#EL
WEAR AR R R ) B TAESR > A PER— SRR — iR > A BE f sl & Hrp— iR S -

AR E AR TP REBNA o AiHRIGA NS « IEERAHTS S - IR & ui
o BT ARAIN — o ME— IO > (ERPTREMKER - W T %) ABIELL $58,000 {X -
BT BB R LR R Y 12% o B R AN H B A B (7 — 175 Ul i -

Cross-references: 012 M{ERE R — HiE Em— MBI s BRPGE 736 > T ERat e
WL E % TR o

013 flirdhor s — FREUNATAROBISERRE 8L 75 15 (LI 2 1) -

005 R AR B — o > BASHIRUAS IR T A ST a ) i A B2 8 -

wr M o AR 5 BEERTER 5 BE(EIRHE 5 TORMEME ; BOEEME -

K DI HIEBE AR | A - BRI BRI B VAT > DU B SR Pt i e Ak

Addendum: Prolog Formalization
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The following machine-readable companion (014-basis-of-value.pl) formalizes this entry in the journal’s
Prolog knowledge base. It is also published as a browsable galley alongside this article.

SPDX-License-Identifier: AGPL-3.0-or-later

Copyright (C) 2026 William Bert Craytor. Published by The Valuation Engineer
Journal (Pacific Vista Net). This program is free software: you can
redistribute it and/or modify it under the terms of the GNU Affero General
Public License as published by the Free Software Foundation, either version 3
of the License, or (at your option) any later version. It is distributed
WITHOUT ANY WARRANTY, without even the implied warranty of MERCHANTABILITY or
FITNESS FOR A PARTICULAR PURPOSE; see the COPYING file beside it or
<https://www.gnu.org/licenses/agpl-3.0.html>.

IS A T T T

%% 0l4-basis-of-value.pl

hh

%% Prolog companion to Foundations entry 014, "The Basis of Value and
%% the Approach" (concept id: basis_of_value).

hh
%% Encodes the three-way separation the entry defends -- basis, premise,
%% approach -- and the support matrix between approaches and bases, with

%% the condition under which each support holds. The point of writing it
%% down is that the matrix is asymmetric: an approach supports several

%% bases, a basis is reachable by several approaches, and neither

%% determines the other.

hh

%% It deliberately does NOT map bases onto purposes; the level above this
%% one is left to F012, whose companion also carries the concordance to the
%% court digests' eight litigation categories.

hh

%% Diacritics are omitted in atoms and quoted strings for galley

%% portability; the entry text carries the full forms.

:— module(basis_of_value,
[ basis/2, premise/2, approach/2,
supports/3, does_not_support/2,
indication/3, worked_example/4,
basis_of/2, approach_of/2, distinguishes/3,
check/0 1).

% Portability: Scryer Prolog loads the list predicates on request and has
% no built-in forall/2 inside a module; for_all/2 below is the ISO

% definition, so the module runs unchanged in Trealla, SWI and Scryer.

:— use_module(library(lists)).

for_all(Cond, Action) :- \+ ( call(Cond), \+ call(Actiomn) ).

h
% THE THREE LEVELS
h

% A basis is the definition of value the assignment must produce.

basis(market_value, 'The price obtainable in an open-market sale on defined conditiomns').
basis(fair_market_value, 'Market value as defined by tax law (for US estate and gift tax, the
— Treasury regulations), for estate, gift and tax work').

basis(investment_value, 'Value to a particular party, on that party''s own requirements').

basis(use_value, 'Value in a particular continued use, not necessarily the highest and best
—").

basis(assessed_value, 'Value as a statutory assessment standard defines it').

basis(insurable_value, 'The cost to replace the insured improvements, as the policy defines them
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')
basis(liquidation_value, 'Value realisable under a compressed or compelled sale').
basis(going_concern_value, 'Value of the whole operating enterprise, real estate not separated out
'

% A premise is the assumed transactional circumstance.

premise (open_market, 'A willing buyer and seller, adequate exposure').
premise (bulk_sale, 'The remaining inventory sold as one lot to one buyer').
premise(orderly_liquidation, 'Sale under time pressure but not compulsion').
premise(forced_sale, 'Sale under compulsion, exposure curtailed').

premise (continued_use, 'The asset stays in its present use, in place').

% An approach is a technique for producing a figure once basis and
% premise are fixed.

approach(sales_comparison, 'Prices paid for similar property, adjusted for difference').
approach(income, 'Capitalisation or discounting of a projected income stream').
approach(cost, 'Land plus cost new less accrued depreciation').

% Subdivision analysis is a METHOD INSIDE the income approach, not a
% fourth approach: its structure is a residual discounted cash flow,
% however many cost figures appear on its worksheet.
method_within(subdivision_analysis, income,
'Residual DCF: sell-out prices less costs, discounted over absorption').

%
% THE SUPPORT MATRIX
%
% supports(Approach, Basis, ConditionUnderWhichItHolds)

supports(sales_comparison, market_value,

'Comparables are arm''s-length sales meeting the market-value conditions').
supports(sales_comparison, fair_market_value,

'Same transaction evidence, read against the tax-law definition').
supports(sales_comparison, assessed_value,

'Individual appraisal to the statutory assessment standard, as on an assessment appeal').
supports(sales_comparison, liquidation_value,

'Only where the comparables are themselves distressed or forced sales').

supports(income, market_value,

'Market rent, market vacancy, market expenses, market-derived rate').
supports(income, investment_value,

'One party''s rent expectations, expenses, holding period, financing, tax position, required

—yield').

supports(income, use_value,

'Income of the present continued use rather than of the highest and best use').
supports(income, going_concern_value,

'Stream includes business operations not separated from the real estate').
supports(income, assessed_value,

'Where a statute prescribes an income method').

supports(cost, market_value,

'Land at highest and best use, cost new, less depreciation the market recognises').
supports(cost, insurable_value,

'Policy definition: insured improvements only, depreciation limited or absent').
supports(cost, use_value,

'Where the definition calls for the cost of the present use').
supports(cost, assessed_value,
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'Where a statutory cost model prescribes it').

% Explicit non-support, as argued in the entry.

does_not_support (income, insurable_value). % insurable value is cost-based
does_not_support(income, liquidation_value). % needs a different premise and evidence
does_not_support (cost, investment_value) .

does_not_support(cost, liquidation_value).

YA
% WHAT AN APPROACH RETURNS
%
% An approach returns an INDICATION of whatever basis the assignment

% defined; the label on the column names the technique, not the value.

indication(Approach, Basis, indication_of(Basis, by(Approach))) :-
supports (Approach, Basis, _).

%
% THE WORKED EXAMPLE
%
% One parcel, one date, one approach, two bases, two figures.
% worked_example (AssignmentId, Basis, Approach, Figure)

worked_example (lender_instruction, market_value, sales_comparison, 540000).
worked_example (expropriation, market_value, sales_comparison, 482000).

% The two differ because the compensation statute disregards the effect

% of the scheme on value (FO11); the corridor price difference measured at 12}
% comes out of the second and not the first.

scheme_disregard(expropriation, 0.12).

basis_of (Assignment, Basis) :— worked_example (Assignment, Basis, _, _).

approach_of (Assignment, Approach) :- worked_example(Assignment, _, Approach, _).

% What separates two assignments: the useful query is the one that
% returns the empty list for approach and premise, and a difference for
% basis or for what the basis requires.
distinguishes(A, B, approach) :- approach_of(A, X), approach_of(B, Y), X \== Y.
distinguishes(A, B, basis) :— basis_of (A, X), basis_of (B, Y), X \==1Y.
distinguishes(A, B, statutory_disregard) :-

scheme_disregard(A, _), \+ scheme_disregard(B, _).

% INTEGRITY CHECKS

% Run check/O after editing. These are the invariants the entry's
% argument depends on.

check :-
findall(E, problem(E), Es),
( Es==1[]

-> format("014 basis-of-value: OK~n", [])
; for_all (member (E, Es), format("PROBLEM: ~w~n", [E]))

).
problem(unknown_basis_in_support (A, B)) :— supports(A, B, _), \+ basis(B, _).
problem(unknown_approach_in_support(A, B)) :- supports(A, B, _), \+ approach(A, _).
problem(unknown_basis_in_denial(A, B)) :- does_not_support(A, B), \+ basis(B, _).
problem(support_and_denial(A, B)) :— supports(A, B, _), does_not_support(A, B).
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problem(basis_no_approach_supports(B)) basis(B, _), \+ supports(_, B, _),
B \== going_concern_value.

problem(method_parent_not_an_approach(M, A)):- method_within(M, A, _), \+ approach(d, _).

problem(example_basis_unknown(Id, B)) ;- worked_example(Id, B, _, _), \+ basis(B, _).

problem(example_approach_unknown(Id, A)) :- worked_example(Id, _, A, _), \+ approach(A,

% The example must make the entry's point: same approach, same basis
% name, different definition (the statutory disregard), and so a
% different figure.
problem(example_does_not_isolate_the_basis) :-
worked_example (lender_instruction, _, Al, F1),

worked_example (expropriation, _, A2, F2),
(A1 \== A2 % a different approach would confound it
H F1 =:= F2 % no difference to explain

; \+ distinguishes(expropriation, lender_instruction, statutory_disregard)

).
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