Appendix V-III___Appraisal and Compensation Operational Guidelines

Summarized from:

National Animal Health Emergency Management System Guidelines

U.S. Department of Agriculture Operational Guidelines


The United States Department of Agriculture (USDA) is required by law to pay compensation to an owner for assets the government takes or destroys. The USDA is authorized to pay claims arising out of the destruction or taking of any animal, article, or other material resulting from an animal disease outbreak. This encourages owner participation in disease control programs. The USDA is also authorized under the Animal Health Protection Act to prohibit or restrict the movement of any animal, article, or other material to prevent the introduction or the spread of an animal disease in the United States. 


Appraisal is the process that uses various methods to determine the fair market value of the animal or article taken or destroyed. In general, fair market value refers to the price the owner could get if the animal or article were disease free and not under quarantine. The appraised value is based on available and documented information with the owner given full opportunity to present evidence supporting the desired valuation. The owner may appeal the appraised values, but is required to demonstrate why the value is too low. The owner cannot appeal the indemnity rates that are less than 100 percent of the appraised value, because these rates are established by federal regulation.


Compensation is not designed to make the owner suffer no financial consequence because of the disease. Compensation is designed to help minimize loss, but not eliminate it. Compensation offered is often greater than the fair market value, since the diseased animals have reduced or little fair market value. The appraisal and compensation process is not a negotiation process.


Appraisal Personnel: Appraisal personnel provide services that are essential to the control and eradication of a foreign animal disease. The appraisal teams are the personnel that go to the field sites and a team leader heads each team. The appraisal team determines the actual value based on price sheets, appraisal calculators, general guidelines, and an accurate inventory of animals to be depopulated. A Special Expert Appraiser may be needed for unique, special, exotic, or purebred animals and materials. The Emergency Management Compensation Specialist is the USDA’s resource person and maintains calculators that are used to determine the fair market value of animals to be depopulated. The Appraisal Unit Leader is based at the Field Operations Center and coordinates the appraisal of animals, requests assistance if needed, arranges appraisal teams, maintains contact information for personnel, makes sure all reports are complete, and ensures all activities follow the operational plan. The USDA may use private appraisers for evaluating animals and materials. These appraisers must meet the standards set in the operational guidelines. The same standards apply if hired by the state or a private individual.


Appraisal Methodology: The USDA ordering the destruction of an owner’s animals does not represent a sale between a willing buyer and seller, thus the fair market value must be estimated. Three main methods are used for determining the value of animals: the sales comparison approach, the cost-of-production approach, and the income approach. 


The sales comparison approach: This is the preferred method for determining value. The appraiser uses information from recent sales of comparable properties to form the value of the property. Ideally, the comparison properties would have comparable characteristics, but this is not always the case. Based on different characteristics to the comparison, the price may be reduced or increased. Any selling expenses are deducted and a wholesale price is used. Two other methods are available when sales comparisons are not available.


 The cost-of-production approach: This method assumes the assets should have worth at least equal to the cost to produce it. A known starting value is used and costs are added to obtain the value for a desired weight or age. For breeding animals, they increase in value until they produce offspring. Each offspring produced decreases the value. For meat animals, the value increases with weight. The limitation of this approach is that it undervalues breeding animals raised for profit.


The income approach: This method determines a more accurate value for future revenue or earnings from breeding animals. The costs to produce these future earnings are subtracted from the value. This approach requires detailed knowledge of costs to generate values closer to true worth. The value decreases with each cycle of offspring produced. 


Appraisal Procedures: The completion of appraisals allows for the depopulation procedures to move forward, and thus, decreasing disease spread. It is very important the appraisal process proceed smoothly and efficiently. The following are parts of this process:

· The appraisal packet is assembled by the team leader and includes copies of all needed forms, computer, clipboards, pens, pencils, blank paper, flashlights, PPE, disinfectant and supplies, and plastic garbage bags. 

· The preliminary count is determined and the owner is asked about any special value animals.

· Animals are appraised first and materials second; appraisals are done before depopulation.

· Ensure all information is accurate and recorded properly.

· Ensure the eligibility for compensation is met.

· Claims are not allowed for the expense of care and feed of animals held for destruction, destruction of animals that had not been appraised, the destruction of animals or materials that have been moved or handled in violation of the quarantine requirements and regulations.

· Appraisal of animals considers age, physical condition, pregnancy statutes, lactation stage, and the purpose the animals are raised.

· The appraisal of materials includes barns and structures, straw, hay, feed, farm equipment, clothes, and other articles stored in the structures. The materials must be incapable of being cleaned and disinfected.

· The owner-claimant mortgage certification certifies that the animals are owned or mortgaged by the person and they agree to the value and the items being destroyed.

· After an accurate inventory is checked and the owner accepts the offer, the figures are crosschecked, the owner’s signature is obtained, and the depopulation is scheduled.

· If the owner disputes the value, the owner can have their own certified appraiser, but they must follow all guidelines. Visual records such as film or video may be helpful for the owner.

· After all figures are double-checked it is sent up the chain for processing. USDA National Finance Center (NFC) will send a check to the owner in about 3 to 4 weeks. 

· During a major outbreak, an alternative process may be used to expedite compensation. This could make checks issued in as little as 3 to 4 days.

