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1. Appraisers must use, and incorporate in their 
reports, the Yellow Book definition of market 
value .

Market value is the amount in cash, or on terms 
reasonably equivalent to cash, for which in all 
probability the property would have sold on the 
effective date of the appraisal, after a  reasonable 
exposure time on the open, competitive market, 
from a willing and reasonably knowledgeable 
seller to a willing and reasonably knowledgeable 
buyer, with neither acting under any compulsion 
to buy or sell, giving due consideration to all 
available economic uses of the property at the 
time of the appraisal.

Part 10.  Purpose and Scope: 
Market Value

Page 31
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2. Critical elements in the definition of 
market value  

Reasonable exposure time on the market

Open competitive market

Knowledgeable buyer and seller

ï Not all -knowing

ï Typical knowledge of buyer and seller 
in the market

Consideration of all available economic 
uses

Part 10, cont.
Page 31
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3. Appraiserôs function is limited to 
estimating market value, which does not 
always equate to just compensation.

4. The term fair market value has been 
removed from the Yellow Book 
Standards.

Part 10, cont.
Page  31
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1. Definition ðThe highest and most 
profitable use for which the property is 
adaptable and needed or likely to be 
needed in the reasonably near future.

2. Use of definitions of highest & best use 
that incorporate the concept of 
ñcommunity development goalsò or 
ñpublic benefitò will be cause for 
appraisal report disapproval . 

Part 12.  Highest & Best Use
Page  41
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3. Highest & best use: A most important consideration 
in estimating market value.

4. Highest & best use: Most frequent reason for 
substantial divergence in appraisals.

5. Appraisers must address the 4 elements of highest 
& best use analysis: 

Á Physical possibility

Á Legal permissibility

Á Financial feasibility

Á Maximum productivity (highest value).  

Part 12, cont.
Page  41
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6. Must be an ñeconomicò use. 

ñPreservation,ò ñconservation,ò or 
ñnatural landsò ïnot an economic use.

7. Ask for special consultants if necessary 
to arrive at a supported and reliable 
estimate of highest & best use.

Part 12, cont.
Page  41
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1. Larger Parcel ðThat tract, or those tracts, of 
land, which possess a unity of ownership and 
have the same, or an integrated, highest & 
best use.  Elements of consideration by the 
appraiser in making a determination in this 
regard are contiguity, or proximity, as it bears 
on the highest & best use of the property, unity 
of ownership, and unity of highest & best 
use.

Part 15.  Larger Parcel Rule
Page 49
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Tests of the larger parcel

2. Test of contiguity, or proximity

3. Test of unity of ownership

4. Test of highest & best use 

Part 15, cont.
Pages 49 ï50
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N

Lot 5

Lot 4 Lot 6

Lot 3 Lot 7

Lot 2 Lot 8

Lot 1 Lot 9

Taking

Roadway

Illustration 1
Page 57
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What is/are the larger parcel(s)?  Explain your 
reasoning.

There is no absolutely correct answer to this 
question. If you concluded that each lot constitutes 
a separate larger parcel, however, you can expect 
some resistance from the client agency. Whether 
the lots constitute separate parcels or whether the 
tract should be treated as a single parcel is a 
question of the specific status of the platting 
process. The further along it is, the more likely it 
is that the lots will be considered separate 
parcels. 

15.3 Problem
Pages 55ī56
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That the owner did not initiate platting until after 
announcement of the governmentõs project has no 
bearing on the larger parcel; the owner has the 
right to use the land in any legal manner desired up 
until it is actually taken by the government. What 
is important here is the explanation of your 
reasoning for your larger parcel determination. Any 
òclose callsó such as this should be discussed with 
the client agency before submitting your final 
report. 

15.3 Problem, cont.
Pages 55 ï56



Appraisal Institute  Uniform Appraisal Standards for Federal Land Acquisitions Slide 13

However, absent a written legal instruction, the 
ultimate decision of what constitutes the larger 
parcel is yours to make. Keep in mind that the 
extent of the governmentõs taking should not 
influence your larger parcel determination. If only 
Lot 1 were being taken, would your larger parcel 
conclusion have been the same?

15.3 Problem, cont.
Pages 55 ï56
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1. 2 aspects to the unit rule:

Property must be valued as a whole rather 
than by the sum of the values of the interests 
into which it may be carved.

The various physical components of the real 
estate must be valued as a whole rather than 
the sum of the values of the components.

2. Basis for the unit rule: That acquisitions by the 
government are actions against the ñproperty,ò not 
actions against the owner(s) of the property. This 
concept is referred to in rem .

3. Properties under lease are valued as if the lease did 
not exist.

Part 16. Unit Rule
Page  63
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4. Other carved interests that are disregarded:

Life estates and remainderman    

Mortgagor and mortgagee

Mineral rights and surface rights

Timber harvesting rights and surface 
rights

5. Exceptions to the unit rule: appurtenant 
easements and similar use restrictions

6. Prohibition against making a ñsummationò or 
ñcumulativeò appraisal, which is also a violation 
of USPAP 

Part 16, cont.
Page  63


