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Public Interest Value

A Public Interest Value versus Market Value is an unsettled issue. Some believe highest and best use
must be based on “economic” concepts; others believe that “economic™ concepts need not
necessarily be expressed in monetary terms.

Public Interest Value 1s a general term covering a family of non-market value concepts that
relates the highest and best use of property to non-economic uses such as conservation or
preservation (The Appraisal of Real Estate, 12® Edition, 2001).

The Appraisal Institute has officially stated that public interest value concepts are not to be
applied when the purpose of the appraisal is 1o estimate market value (ibid.).

Highest and best use is driven by economic considerations and market forces, not by public
interest. Therefore, “a non-economic highest and best use is not a proper basis for the
estimate of market value [thus] a highest and best use of conservation, preservation or other
use that requires the property to be withheld from economic production in perpetuity, is not
a valid use upon which to estimate market value” (Uniform Appraisal Standards for Federal
Lands Acquisition, 1992).

a. The Department of Justice’s view is that “an appraisal premised on a highest and
best use of preservation, conservation or natural lands and the like is not an
appraisal of fair market value and is unacceptable for both direct purchase and
eminent domain acquisitions (ibid.).

b Therefore, the Department of Justice will not approve any appraisal report for
federal acquisition purposes wherein the value estimate is based upon an
uneconomic highest and best use, nor will it approve any appraisal report that
incorporates a definition of highest and best use that includes the concept of non-
economic uses (ibid.).

B. Public Interest Value and Non-Economic Highest and Best Use: The Appraisal Institute’s Position.

I

If the purpose of an appraisal assignment is to estimate market value, then the highest and
best use of the property to be appraised must be an economic use.

Preservation and conservation are not recognized as an economic alternative to be
considered in the highest and best use analysis.

Transactions involving purchasers whose intent is to preserve/conserve privalely owned
natural lands should not be considered as reliable evidence in support of the market value
estimate.
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4, Those appraisers who develop and report market value estimates for non-economic highest
and best use properties may have come dangerously close to “misleading” those who have
relied upon their appraisal analysis, opinions and conclusions.

Public Interest Value proponents state that traditional valuation methods based on economic analysis
are generally not applicable to the valuation of natural lands. It is also advocated that the unique
property features make comparable properties hard to find and the traditional valuation tools have
led to undervaluation of natural lands. Alternative valuation models being suggested include:

1. Travel Cost Method: based on stream of user fees.

2. Contingent Valuation: surveys to determine what people would be willing to pay to preserve
a natural resource.

3. Component Benefits Approach: value the amenity or resource components separately.

4, Option Value Approach: value having gained the option to preserve the resource in its
present state or to develop it later.

Opponents to the Public Interest Value platform generally conclude that preservation use is not an
cconomic activity shaped by market forces so it can neither have a market value nor be determined
to have a highest and best use. The argument is that the application of Public Interest Value concepts
invariably results in value estimates that are demonstrably far beyond those that are derived from
economic highest and best analyses. Thus, they exceed the normal requirements of just
compensation.

Land being acquired by the government and conservation groups must have a highest and best use
for preservation purposes; if not, why would the government acquire them?

B According to the Department of Justice, the term value as used in eminent domain context
must be capable of quantification in money.

2. The preservation of land falls outside the scope of the definition of highest and best use used
by the courts which require an economic use.

3. The U.S. Supreme Court has defined highest and best use for eminent domain valuation
purposes as “the highest and most profitable use for which the property is adaptable and
needed or likely to be needed in the reasonably near future” (Eaton, 1995).

4, According to the Colorado Supreme Court Pattern Jury Instruction No. 36:6, highest and
best use in this state is defined as:

The most advantageous use or uses to which the property might
reasonably and lawfully be put in the future by persons of ordinary
prudence and judgement (Colorado Jury Instruction, 1990).

5. The Department of Justice also believes there is no actual competitive market for lands for
preservation purposes. The Nature Conservancy, the Trust for Public Lands and the U.5.
Fish and Wildlife Service are not out in the open market bidding against one another. “These
are not competitors; they are acting with a common purpose™ (The Appraisal Journal, 1992).
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