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EDITORIAL

As this 1= the first Issue of the Journnl since our very success
Anmiversary Conference), wa would like to begin this Editorial
Conference which was held at the Ghann Academy of Arte and !
August 2019, We successfully attracted about 150 people from 12 different countries. The
Conference was a joyful celebration of research and what we have achieved since 2009 The
Conference wae opened by Professor Samuel Odai, Vice Chancellor of Accra Technical University
who gave us a very inspiring address on doing research which makes an impact and helps Lo
address the challenges confronting us on the African continent.

We were honoured to have the following internationsl keynote speakers who inspired us 8’_”“’
with their presence and stimulating presentstions: Professor Roger Flanagan (University of
Reading, UK); Professor PD Rwelumils (UNISA SBL, South Africa); Professor Kathy Michell (UCT,
South Africa); Professor Kabir Bala (Vice Chancellor of Ahmadu Bello Unaversity, Nigenia), and
Professor Carmel Lindkvist (Norwegian University of Science and Technalogy, Norway). Professor
Kabir Bala has since been appointed Vice Chancellor of Ahmadu Bello University. We congratulate
him on the achievement and wish him great success in his tenure.

ful WABER 2019 Conference (10
with a brief note on the lnndmark
Sciences in Accra, Ghana on 57

Some important awards were presented during the Conference, with the aim of recognising
outstanding contributors in the felds of architecture, building technology, construction
management, estate management / real estate / property, urban and regional planning. No awards
wers presanted 1n two categories with no one meeting the criteria. The deserving winners were Dr
Humphrey Danso of the University of Education, Kumasi (Qutstanding Researcher in the field of
Building Technology). Dr Lugman Oyewobi (Qutatanding Research in the field of Quantity
Surveying); Dr Kwabena Abrokwa Gyimah of the Kwame Nkrumah University of Science and
Technology won the Outstanding PhD Researcher Award for his PhD on “Windows for quality
indoor environments: a case in the warm humid climate of Ghana; and Professor Abiodun Olotuah
of the Faderal Umiversity of Technology, Akure (Outstanding Researcher in the field of
Architecture) Ibrahim Yahaya Wuni of the Hong Kong Polytechmic University won the best
presentation prize for the articulate delivery of his paper on “Making a case for modular integrated
construction in West Africa rethinking of housing supply in Ghana”. Mmanoko Yolanda Moraba
and Oluwayom: Babatunde of the University of the Witwatersrand won the best paper award for
her paper on “The leaky pipeline between construction education and women 1n the construction
industry”. Massive congratulations to all of these colleagues — we wish them more success in their
careers and hope this would inspire them to greater heights.

We extend 2 warm welcome to three new Editors: Dr Humphrey Danso; Dr Lugman Oyewobi; and
Dr Maxwell Fordjour Antwi-Afari. They have already proved to be excellent additions to our
editonal tesm and we can rely on them to help grow this journal.

We invited the authors of the interesting papers presented at the Conference to develop them
further for 8 re-review process. We are delighted to nate that four out of the six papers in this lssue
were developed based an the initinl versions prosented at the WABER 2019 Conference This
demonstrates considerable work on the part of the nuthors snd we would like to congratulate all
authors for muking the effort to tuke their work o the next level. The papers in this Issue address
important topicz relating Lo humon  resources, housing, construction materals, green
infrastructure, and proporty valustion.

The dire need for green infrastructure cannot be over-emphasized bearing in mind the undisputed
need to cut down on energy consumption. The first orticle focussed on investigating residents’
satisfoction and awareness of gresn infrastructuro, bused on the premise thut, these
infrastructures are under enormous pressure in Ouogbo, Nigeria, The authors results, bhased on
the Residents’ Satisfaction Index (RSI), proffered that, more efforts are required to improve
residents’ satisfaction regarding green infrastructures like recreation and flood mitigation

Lo the second article, the author followed the contributions of social ralationships during informal
solid waste recycling activities in developing countries. Adopting case studies of Lafia and Makurd:




; : i jonships in managing
he revealod the failure of Nigorinn oty authorities in enguging socinl '":;“l': 5 ‘:o eaming the
the porsistent urban solid waste challenges. He adopted robust metho r; ‘lgl e fhat
contriiutions made by the socinl connections within the extensively inform

perpotunlly not given due considerstions.

Housmng being a key sspect for humanity, this issue features the changing structure of
housingrelated attributes, which the nuthors asserted, nre critical factors influgncing consumer
proferences, Within the context of commercinl tenancy, the study asseseed residential properties
in Ede, Nigerin, to providing information in aiding investment decisions. Their reaults revealed tap
attributes considered u priority with regards to residential tenants’ sxpectations. Such information
isindeed pertinent to all stakcholdera in the real astate development sector,

Improving employee retention and the costs assaciated with turnovers in the construction industry
requires training und retraining. Modelling the relationship between task characteristics and
training of site supervisors in the Nigerian construction firms ie the sixth articles in this volume.
A training progrom allows you to strengthen those skills that each employee needs to improve. A
development program brings nll employves to o higher level, so they all have similar skills and
knowledge. Thia helps reduce any weak links within the company who rely heavily on others to
complete basic work tasks, The study contributes to developing training models from task
characteriatics of site supervisors with the view to improving training practices in construction
firms, The training models developed from the study could serve as a policy for effective training
practices and for improving the performance of site supervisors.

Optimization of construction materials have remained crucial for both the environment and
building users, hence the constant requirement for innovative and sustainable materials in the
industry. In line with this, the fourth article focussed on a recent type of concrete referred to as,
Reactive Powder Conerete (RPC), The authora’ oxperimental study was underpinned by financial
sustainability concerns. It drove them into examining the appropriateness of substituting some
constituent of the concrete with unrefined alternatives, to reduce the importation of the current
constituents into Nigena. They found the alternativea to be cheaper as well as sustainable in
concrete production.

The sixth article in this issue delved into the lack of appropriate valuation standards for
NonPerforming Agricultural Entity (NPAE) or simply, distressed agricultural properties
undergoing buyouts, through case study and survey of OxFarm and several other commercial farms
in Minns, Nigenia. The article questiuned the appropriateness of using a template standard
prescribed for specialised properties, having asserted that, it did not fully recognise the state of the
operational performance of such agricultural entities,

Our acknowledgement and appreciation go to all the authors for the incisive efforts they put into
addressing pertinent environmental and sustainability issues.

We would like to conelude by acknowledging and thanking the following people who reviewed the
papers in this lssue. The expert work of our reviewers plays an important role in sustaining the
peer review process which 1g a fundamental principle for scientific publishing. We thank vou for
your time and expert reviews,

Dr. Amos Darko, The Hong Kong Polytechnic University, Hong Kong SAR

De-Graft Joe Opoku, Western Sydney University, Australia

Michael Atafo Adabre, The Hong Kong Polylechnic University, Hong Kong SAR

Sitsofe Kwame Yevu, The Hong Kong Polytechnic University, Hong Kong SAR
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VALUING AN UNDERPERFORMING
AGRICULTURAL ENTITY IN MINNA, NIGERIA AS
A SPECIALISED PROPERTY

Avodele Olatunji', Unekwu Adama?, David Adoga?, Ismail Ojetunde,

Shittu Adewalef and Chukwuma C. Nwuba®

!%34Department of Estate Management and Valuation, Federal University of Technology,
Minna

*Department of Quantity Surveying, Federal University of Technology, Minna

fDepartment of Estate Management, Kaduna Polytechnic, Kaduna

In the absence of clear standard guides for valuing distressed agncultural
properties undergoing buyouts, valuers resart tc valuation lemplate
prescribed for specialised property. This study examined the anecdote that the
Valuation Standards template for valuing specislised property, suffices for
valuing a NonPerforming Agricultural Entity, NPAE, Data from a purposive
case study of OxFarm and questionnaire survey of 29 commercial farms in
Minns environs were applied usging qualitative theme analysis. The study
analysed rhe existing valuation standards template for specialised properties
and conducted 3 benchmarking of NPAEs with specific emphasis on OxFarm
case study. A collective grade point index, CGPI, was developed to assess and
classify selected Farme' operational performances. The study found thar the
general standards for valuing specialised property do not fully recognise the
operational performance state of agncultural entities. It was recommended
that the recognition of operational performance status of an identified
specialised property and the application of combined techniques in the choice
of bases and methods matching the purpose of valuation could provide a
pathway Lo best practices in valuing NPAEs. The study has implications for
research and practice,

Keywords:  uogriculturel entity, performance, specialised properties, valuation
standards

INTRODUCTION

Valuing a non-performing enterprise for sale could be challenging, primarily
hecause the expectations gap could be so wide between the two respective
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parties disposing and acquiring. Thus, value and valuation become critical to
the decisions of both parties and are dependent on entrenched constraints and
arcumstances. With reference to agricultural properties, Haywurd. (2009)
acknowledged the changing and growing nature of the challenges entailed and
the fact that specialised agricultural valuation has not been well documented.
In recognition of the specialist nature of agricultural valuation, the Central
Association of Agricultural Valuers, CAAV (2019), was set up in the U.K.
(England, Scotland, Wales and Northern Ireland) to regulate the practice and
complement the roles of the Royal Institution of Chartered Surveyors, RICS
and International Valuations Standards Council, IVSC in the UK.

A couple of literature has attempted to lay out road maps for agricultural
valuation. Onyejiaka and Emoh (2014) in Nigeria and Kartomo and Aronsohn
(2019) 1n a perspective paper for IVSC Tangible Asset and Business Valuation
Boards are some examples, Additionally, Josiah, (2016) alluded to a type of
apathy by valuation surveyors in favour of urban as against rural valuation
practice. in Tanzania, a situation that is also apparent in Nigena.
Furthermore, Udoekanem (2012), demonstrated the use of contemporary
approaches for buy-out valuations. However, although the research was based
on real estate, the current study is different because the case study, OxFarm,
is a real estate cum business interest and more importantly in a state of
economic distress. Despite a long history of farm appraisal and valuation
Murray, 1969), none of these studies focuses on valuing non-performing or
distressed agncultural entity undergoing a buy-out. This leaves a gap in
valuation lLterature, particularly in the context of emerging markets like
Nigeria, which needs to be filled. This study contributes to fillng this gap.

A teruary educational Institution was compelled to provide, within its
immedizte environment, additional teaching and research facilities that meet
the challenges of 218t Century educational needs. Preliminary inspection
suggested that OxFarm, an integrated farm establishment met these
requirements. Thus, steps including assels valuation were initated in
mid2019 to acquire the assets of OxFarm. The valuation exercise subsequently
undertaken by a team of in-house valuers, revenled nmong other things. some
critieal challenges entailed in valuing an pgricultural entity found to be
diatressed and underperforming. To nddress two of the challenges, this study
camined the adequacy of extont valuation standurds for valuing a distressed
cerieultural entity, through two principul objectives: an analysis of the

cetine national and international valuntion stendards template for
slised properties, and a benchmarking of performing statuses of

Pt
agricultural entities with emphasia on OxFarm case study

noeling

wed and set up in 2013 as an integrated pgro-allied business with
cquipment and ancillary facilitics, OxFarm in six years of its
(aided to achieve any major activity for which it was designed; thus
vt of & critical element in the defimtion of Specinhsed Property by
[S Buropean Valuation Standards, EVS and Nigeriun Practice

WIS, This outcome 1 obviously asymmetrically antithetical to the
o and national focus on food and agricultural production, which

1

e




had attracted various degrees of incentives from finance, political and

educational Institutions over the years The Waorld Bank, Food and
Agricultural Orgamzation. FAO, governments at all levels in Nigena are
among the sponsore of agriculture incentives. For instance, exemptions of
agricultural entities from rating taxation are often inscribed 1n rating edicta
by some State governments in Nigeria,

In the case study, substantial real estate of over 7.0 hectarcs of land with
buildings, structures and ancillary facilities were acquired and developed to
support a range of polential farm operations including training and agro-allied
consultancy, crop cultivation, fish, poultry and feeds production, yoghurts
production, meat processing, cattle breeding, fattening and sales. However,
despite its diversified nature, the farm estate has, contrary to expectations,
failed thus far to achieve fulfilment. This calls for a research into the raison
d'étre behind the non-performance as a prelude to understanding the optimal
approach and best practice for valuing the entity.

Constraints

From anecdotal evidence, the main constraints to the farm’s performance were
economic, technical and cultural in nature. Having hitherto expended huge
capitals, the operators were apparently unwilling to commit further funds
needed to hure qualified personnel to run the farm professionally, as expected
of such a specialised outfit where specific skills are necessary As Hayward
(2009) argued, farm enterprises are very demanding of expertise to manage.
Personal idiosyncrasy exercised by the owner is unlikely to add significantly
to the value of the enterprise. Closely linked with this dilemma 1s the absence
of technical manpower that is known to be always on-the-move in keeping with
labour mobility dictated primarily by competitive remunerations. Lastly, it 1s
also apparent that a succession line of directorship was opened for siblings and
biological relations in the organisation. Subjective opinions suggest that some
of the designated directors may have other areas of interest that are patently
at vanance with the farm business; hence the dedicated attention needed for
the business to grow and flourish was largely deprived.

In a presentation to the UN Food and Agriculture Orgamzation, FAO, Keith
(2010) dentified two classes of agricultural and non-agricultural factors that
constitute common obstacles in agricultural valuation. In the non-agricultural
subclass are family sentiments or emotions. Owner's sentiments and family
attachment to particular holdings i1s a practical factor that the agricultural
valuer has o deal with. Keith (2010) further assorted that there is an inverse
relationship between the ownerd’ sentimental feclings and the size of the
holdings, suggesting thal holders of relutively smaller holdings tend to be more
emotionally attached with far ronching consequences for efficiency and

productivity.

It may not therefore be surprising that Oxl"urm' remains underperforming
despite the vast internal prospects and opportunities oﬁ'(.\red by the entity and
the external market potentiols for its products from within and m‘nmde Minna,
Consequently, besides the risk of nssets redundancy, the risks of depreciation
and ubsolescence are great. An underlying case of nver-uwesluml-.nl. could a‘lsu
be reasonably guggested by rational and empincal facts in OxFarm. The
sonsequences of the constraints underlying these subjective upmnions needed
under an empirical study and affirmed as attempted in this study.

to be tested : 3
opinions expressed concerning the root cause of the

Some subjective




operational constraints of the farm were formod based on preliminary
observations gathered during valuation ingpection survey The apparent

varianee between the intereste of the Directors of OxFarm and the business
a research problem 1o be

module as well as other peculinvitios, present
he two

corroborated by an empirienl performance sssessment, one of t
objectives of this study. For completeness, the other objective is Lo analyse the
valuation standards template for valuing specialised properties.

Circumstantial factors

The farm, which, for want of an appropriate name is referred to as OxFarm
Esmt‘e. is contiguous with n higher educational institution offering academic
training and courses at the highest levels. Thus, a special spatial relationship
which may impact valuation process is prima facie established. This is
buttressed by an apparent encronchment by OxFarm on the other party's land,
detected upon valuation inspection. This implies thal the basis of value must
be chosen with a level of caution that recognises and respects the special
relationship.

A brief survey of Minna revealed a few, but growing number of modern large
farm cstates that seem to be undergoing a state of economic distress, the
consequence of which led to the phenomenon of endemic under-performing or
non-performing. Lamawa Farms in Dama, OxFarm, Talba Farms, Kure Farms
in Chanchaga, Fish Farm in Shango are some of the existing 29 commercial
farm estates within Minna and its environs. Principal among them are
Maizube farms and OxFarm Estate. This paper focuses on the latter as it
presents data and research opportunities for academic purposes, albeit in a
controlled form, relaxed to a reasonable extent for a fair research to be
conducted

The purpose of valuation is the critical starting point in any valuation exercise
including agricultural assets. Onyejiaka and Emoh (2019) and Kartomo and
Aronsohn (2019) are unamimous on this. The latter identify five purposes and
the former six: it is noteworthy that asset disposal and acquisition are listed
as first. The logical activity sequence in valuation process is to establish the
purpose of valuation as a prelude to sdopting the appropriate basis or bases of
valuation, both of which will provide the valuer with a clue as to the

appropriate method as depicted by Fig 1.

D
« Asset Acquisition by one party [Primary)
« Asset Disposal by another, concurrently |Secandary] )

« Market Value [Primary] 2
« puitable value [Secondary basis]

«iah value [Temay |

. Depreciated Replacement Cost, DRC |Primary
[Secominy)

L inderlying Anvel Value, within the DRC method
[1estiney =

«praliy Method

Fig | Valuation Activity Sequence: Purpose, Basis and Method. Source:

Authors, 2019
ing that a general template for valuing a specialised property,

o understand .
Lo for agriculturnl assets 15 open Lo argument. Specialised

would suffice




properties are diverse (Appraisal Institute, 2013) and too broad in
classifications to symbolise agricultural properties which as well have their
own intra-class diversities. Thus, a gap still exists as to the best practices in
valuing them particularly if found in under-performing states. This study
contributes to filling the gap and therefore makes contribution to knowledge
in this regard.

In a perspective paper reporting the decision of the IVSC Tangible
Assets/Business Valuation Boards, Kartomo and Aronsohn (2019) remark that
the Boards were confronted with the issue of whether a separate chapter
within the IVS was nceded to deal with the valuation of agricultural
properties. Several reasons both economic and physical were adduced to draw
a clear distinction as to how agricultural properties differ from other common
real property, residential or commercial. It was reported that, contrary to
expectation, the Boards felt na need for additional guidance notes beyond that
seLoutin the IVS This conclusion however did not seem to recognise that since
2007, Australia and New Zealand have had a distinct guidance note for the
valuation of agricultural properties (ANZVPS, 2007). Captioned as
Inlexl-nalionnl Valuation Guidance Note No.10, it specifies in six subsections
specific guides for agricultural properties in clear recognition of the need to
draw a distinct line for the purpose of valuation. With the issue of economic
distress similar to OxFarm's being experienced, the need to reconsider this IVS
Boards' decision appears to be getting stronger.

Valuation of agricultural property entails processes which, beside the
guidelines of the Appraisal Standards Board (2018) USPAP general standards,
vary across the States and even countics in the United States of America, and
alsc depend on the purposes of valuation

(https://www colorado.gov/pacific/moffatcounty/atom/4431). For  instance,
Gunnison County of the State of Colorado recognises the asset classes existing
in a given valuation exercise, along with specific methods applicable for each
class. It also recognises the methods which vary accordingly
(https://www.gunnisoncoun:y.orgNaluation-of-Agricultural-Property).
However, no distinctions appertaining to the performing status of the property
under valuation are specified. The OxFarm case study satisfies the county's
standard of classification of agricultural assets for valuation purpose but
differs on the lack of certification of performing status which is left
unaddressed in the county’s procedures. Elsewhere in the same State, the
Boulder County (www.bouldercounty.org) fully recognises the need for
certification of performance levels of farms undergoing valuation,

Owing to the importance attached to it, the subject of agricultural valust.ion
has received attention from stakeholders outside the valuation profession.
Sedlacek (2010) for instance, attempted to compare the standards of valuing
| assets in Czech Republic with the International Accounting
a body that shares cooperation and mutual recogmtion with the
{ hat while the international standards used fair value
basis, the Czech-preferred standard 1s prudence princ.i‘ple. This' suggests that
local valuation standards such as the Nigerian Valuation Pracgce S§andurds.
NVPS which take due cognisance of national a.nd luf:al economic environment
are considered equal 1n importance with mLernat:ongl slandarfis.
Notwithstanding, as argued by Kolpre un.d Kask (2010), national valuation
: dards should reconcile substantially with international standards.

biologica
Standards,
IVSC. The study found t

stan
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Any valuation exercise claiming compliance with the [VSC. RICCS NPT aad

EVS standards must take account of their respective basi. “onienta
hardly surprising that [VS occupies 8 pnme place in terms of atandaria
has been adapted and adopted by the Nigerian Practice Standards SES A th
Nigerian Institution of Estate Surveyors and Valuers, NIESY The NZS 2012
and IVSC (2017) for example, prescribe six general requirementa procioe
among which 1s the Scope of Work with 19 subheads.

Valuation of agricultural properties has come under renewed scrutny =
recent times as affirmed in Onyejiaka et al. (2014), Wal: (2016, BICS 2015
Professional Guidance, Lane (2017), and Kartomo et 2l (2019 Sgemfcay
Kartomo et al (2019) expressed subtle apprehension suggesting 1ozt e
existing valuation standards hitherto emplaced might be mnsufficent 2 wpe
with the demands and challenges entailed in the valuanon of agrec corz
properties. In particular, Lane (2017) affirmed that the valuer = o2 tmmas
in access to relevant data such as the farm's performance data Even 3 2etzied
financial data still leaves open the problem of standardisamieos
(tm.lane@htw.com.au). Thus, the development of an index = zelzfi] &z
assessing farms' operational performances reasonably well Howsver ==
Tangible Assets and Business Valuation Boards recently inzuzuzztzs =7 2=
IVSC affirmed that the standards are indeed sufficient for v2luing 2amcz ==
entities; but in practice, the degree of sufficiency for valuing such soomies w22z
under- or non-performing for substantial perod of lifs cvcle iz nor sizar Tous
there seems to be a gap in valuation standards to recognise specs| mses socn

.

NPS A the

as NPAEs, a situation that makes this study relevan: To the fest = 2
authors’ knowledge, there ig a paucity of literarurs r=fsrsmcs o === ==

standard for valuing non-performing agriculturzl soomes sspeca™ = o=
context of African markets. There are glaring cases of such procermes = VMi=-a
and its environs and the number seems to be rising. A research (nto the somees
18 thus, necessary.

METHODOLOGY

The study aimed to expose two vital underlying issues that ment dus sr=o=es
in the valuation of a distressed agricultural property whea 1 borv—oos =
contemplated, where the possibilities of overvaluation or undervalisnce s
To achieve this aim, the study examined the genera!l template for valo=s
specialised properties, developed an index for assessing and classcSrmz oe
performance status of agricultural entities and applied same 00 2 o —e sl
Farms including OxFarm. The study 1s based on an empirncal study of OnFarm
which was slated for a buy-out while in a severely distressed staze Thos =ae
location (in Senatorial Zone A) 15 a bye-product consequence of the surposss
valuation case study. Though Niger State and indeed cach State = Nigema
has three senatonal zones which are mere political divisions. OxFarm s
is unique because Minna 1s the capital, and enjoys an urban status thas < o
always available to any ather city in the State. There are ample nombers of
farms in Minna environs. However, a sample of 29 was: considercs so=e s
to provide information on performance statuses of farms wthun the scudy yres

Theme approach was adopted to complement the qualitanve reccsms
approach in that it allows the crucial facts that impact valus 10 be densSas

as well as other underlying issues of wnterest that mushr nos be w0 oo- =
without special attention. The study used the idennfied themes

% W 30CTress 1h
research and interpret the data. Maguire and Delahun: 20~ L’f_~_: che

e




qualitative data Defined as the process of
e data, theme analysis has
temological or theoretical

usefulness of thematic analysis for
identifiving patterns and themes within quahtatiy
advantages of not being tied to any particular epis
perspective, thus making it a flexible method of research where qualitative
data are predominant (Clarke and Braun, 2013 in Maguire et al, 2017)

Direct knowledge and experience of the researchers coupled with limited
survey of some non-performing commercial agro-allied properties in Minna 18
also an asset in data mining for this study. The report of OxFarm valuation
case study by Olatunj et al (2019) 1s the main secondary data source and
considered as good as a primary data source with relevant literary materials
which are charactenstically sparse Agriculture entities under valuations are
the population of study. However, the population frame 15 virtually
indeterminate probably because valuation is largely a confidential matter; due
to prvaty of contracted briefs, the value and valuation are hardly disclosed. In
rare cases where it was disclosed that valuations were carried out, the
valuation reports could not be sighted. This explains the adoption of a
purposive selection of OxFarm valuation case study. It has been argued by
Ibanez. Daly and RAND Europe (2007) that a fewer case with rich data can
compensate for large samples with sparse information. Ibanez et al (2007)
found in hrpy/www.etcproceedings.org/paper/optimality argued that by
extracting a ncher data content from each observation in a small sample (a
case study). optimal results equivalent to that obtainable from a large sample
can be achieved Narratives, tables, charts are utilised to present some data
and information with clanty.

A hughlizht of the basic contents of the case study valuation was made in
Olatun) et 2l (2019). wherein the techmiques, approach and bases of valuation
were detailed These include the process of crunching the figures to obtain the
opimon of value for acquisition of the farm estate. This present study focuses
on the minimum standards set by local and global setters as well as ideas of
authors and literature with particular emphasis on agricultural properties.
Then the application of the standards in the subject empincal case was
demonstrated. Theme analysis 1s conducted on umque attnbutes and
interesting charactenstics of the Farm to illustrate the special circumstances
and portray the constraints in the valuation exercise which are considered
anentwon-demanding.

The study would be of benefit W valuers engaged in valuation of distressed
farm estates in Minna as empirical cuses are rure. As well, the organisations
which themselves are expenencing, or ure likely to experience simular
conditions in their revival strategies and new investors in need of guidance
against pitfalls, are potential benehciaries. The mystery behind the apparent
fadures of a Farm estate of this nature and magmtude to achieve fulfilment
calle for a cursory research into the rmson d'étre behind the non performances
or underperformances, as a prelude w understanding the optimal approach
and best practice for valuing an enuty of such description.

RESULTS

Benchmarking farms’ performing status for the purpose of valuation
The first abjective of this study 1s to certify, through a purposeful comparative
method, the performing state of a NPAE slated for valuation as a specialised




property. A range of scenarios and peculiarities could emerge when an entity
being  valued 18 found significantly non-performing For  commeraal

sgricultural entities, operationsl performance status 18 potentially » more
eritical determinant of value as compared Lo non-agricultural ones. The reason
could be attributed to the nature of agricultural products which are

charactenstically bulky, perishable and of relatively short shelf-hife, among
others. Thus, the main challenge 18 how to assess objectively, the operational
performance status of a special property. To this critical challenge the paper
now Lurns its attention.

Benchmarkiug the performance statuses of agricultural entities
through a capacity survey

There are several ways to measure the performance status of a
buslnessoﬁenmd entity. One method adopted by Academy Treasurers (2019)
18 the annual financial reports like profit and loss, assets and hability.
Viewing its present state of sheer inertia, OxFarm can be instinctively
described as nonperforming. However, a more appropriate method 1s one that
can be used to assess performance relative to, and in comparison with, other
businesses of its kind.

Table 1: Capacity utilisation survey of 29 selected agro-allied farms in Minos
environs

Capacities of Production per annum, (Subject to max. of 3 Leading

Products)
PRODUCT 1 PRODUCT 2 PRODUCT 3
Farm Max Present Max Present Max Present Mean %
SN Installe Qutput % Installed Output % Installe Output %
d d Of1,2,0r3
1 3000 2680 89.3 24000 0.00 - 4.7
2 45 35 77.8 3570 980 275270 38 14.1 39.8.
3 120000 35000 29.2 200 89 44.5 - 36.9 4 345 224 64.9 4500 540 12.0 - 38.0
5 84 68 81.0 54000 9000 16.7 - 49.0
6 253 128 50.6 30000 2000 6.7 4500 1580 35.1 30.8 7 6700 4300 64.2 3500 2800
BOO. 721890200 7100078.7- - 787
[ riges 220 a9 17 7 125000 0.00 220000 0.00 6.0
10 2700 1280 47 4 45000 5041 11 2 280 000 19.6 11 32600 22000 67.7 250 000 . 340
12* 75300 61900 82.2- . 82.0*
13 7580 3000  39.6 3800 00 410 146 36.4 25.0
14 100000 28000 28.0 - 280
15°° 54000 30000 66.0 3026 300 0y . 33.0**
16 7800 5500 705 - : 70.6
17 450 380 .84 20000 0.00 7800 0.00 28.0
18 4500 2800 620 . . 62.019 36000
9200 260 . 26.0

20 40 25 63 0 4500 2500 5 6 376 204 54.4 41.0 21 260000 160000 64.0 800 0,00 - 32.0
22 36000 16500 4453 380 356 0.2 360 0.00 17.8 23 2630 1200470 7080 70099 - 290

24 45000 29000 640 - - 64.0
25 8050 200 2.5 3600 870 24.9 600 210 42,0 23.1 26 2600 1640 61.6 78000 34000 44,0 -

52.8

27 65000 20600 31.6 - : 315

28 5280 4300 81.0 350 0.00 450 0.00 27.0

29 7280 300 4. : i
62.0 10.0 14.0 33.0

Medan




Menn 64.0 0.0 1.0 980
5D 24.0 22.0 210 100

Field survey (2019)
*Best Performing, **Medinn, ***Case Study

Most plant and equipment hove designed capacities. Agricultural and
nonagricultural alike have maximum production capacities which can be
gauged over a specific period, usually one year. For example, in Colorade (US),
agricultural properties are those so classified by Statute (CRS 39-1-102) for
valuation purposes and productive capocity is one of the Lwo recognised
performance measurement criterin (www bouldercounty.org). Using this
method, a schedule of capacity utilisation tuble was produced for 29 Farms
studied in Minna, including OxFarm (Table 1).

A study of 29 corporate Farms in Minna produced the Capacity Utilisation
Schedule in Table 1.

The products include fish, beef, poultry, fruits and feeds Their productive
capacities were measured as a ratio of output and installed capacities. For
convenience, the respondents were restricted to maximum of 3 leading
products as observations supported. Production capacities were recorded in
terms of quantities such as weights (kilograms), number or, packs (sacks). The
units of measurement will even-out when converted to percentiles. As shown,
most farms have one product, some have two while a few have three. OxFarm
occupies serial number 9*** on the table with only one product but huge
capacities for two others for which production was nil. The result is a
subsequent 6.0% mean capacity performance compared to 33% for the Median
Farm, (Serial number 15) and the highest at 82%, (Serial number 12). The
results of the analysis are transformed intc an index for clearer
understanding of the Farms' performance statuses in Table 2.

Benchmarking the performance status of OxFarm

The non-performing status of OxFarm was apparent, self-evident from

inactivity and dormancy. However, for the purpose of this study, there is need

for a more scentific method with benchmarks for assessing organisational

performance more objectively through an index. No satisfactory operational

performance measurement index for a multi-product establishment could be

found as most available are used for single-product farms. Patterned in the

form and functions of cumulative graode point average, (CGPA) used to assess
a student’s overall performance ul most Universitios worldwide, the collective
grade point index, CGPI was developed and usod with modifications as a
performance measurement index depicted in Table 2. The table reveals that
the best. performing Farm has a CGPL of 3.60 while the Median Farm has 2.0.
The comparative CGPI of 0.00 clearly reveals the non-performing status of
OxFarm more vividly than does a percentile in Table 1. The valuation will
proceed with OxFarm appropriately classified as a NPSP, of which NPAE is a
subset,

In column 1 are the producte with assigned weights; ench Furm is restricted
to its best 3 products designated as P1, P2 and P3 with weights of 3, 2 and 1
respectively according to the level of attention and prominence it receives in
the farm’s Management Actual output of a responding farm as a percentage
ratio of its designed capacity was applied, with assigned weights and




gracings. G-scale grades system on A to F was matched with respective points
from 5 to

0. The CGPI1s obtained by dividing the total grade points by the total weight,
6. The result shows the performance indices of all Farms studied. Results of
3.5 CGP1 for the best Farm and 0.00 for OxFarm and a mean of 2.7 were
obtained as part of the benchmarks which rated 0-1.99 as non-performing,
2.00-2.99 as low, 3.00-3.99 as moderate and 4.00-5.00 as high performing
farms. Thus, it is justifiable to rank OxFarm at 0.00 as a non-performing
agricultural entity, NPAE. The outcomes in Table 1 and Table 2 are also
useful in assessing the potential returns of OxFarm, and the subsequent Bid
Figures and Ceiling Figures for purchase negotiations.

Table 2: Performance Index measured using Collective Grade Puints of Farm
Productions

Output as % Collective
MMManLCGPI
Best Performing Farm

P1 3 62.50 B 4 12
P2 2 55.56 C
P3 1 54.40 C 3 3
6 21 3.50
OXFARM
P1 3 0.00 F 0 0
P2 2 0.00 F 0 0
P3 1 17.73 F 0 0
o 0 0
Median Farm
Pl 3 69.87 B 4 12
P2 2 0.00 F 0 0
P3 1 0.00 F 0 0
6 12 2.00

Saource: Extracted from field survey, 2019

In column 1 are the products with assigned weights; each Farm is restricted
to its best 3 products designated as P1, P2 and P3 with weights of 3, 2 and 1
respectively according to the level of atwention and prominence it receives in
the farm's Management. Actual output of a responding furm as a percentage
ratio of its designed capacity was upphed, with assigned weights and
gradings. 6-scale grades system on A to F was matched with respective points
from 5 to

0. The CGPI is obtained by dividing the total grade points by the total weight,
6. The result shows the performance indices of all Farms studied Results of
3.5 CGPI for the best Farm and 0.00 for OxFarm and a mean of 2.7 were
obtained as part of the benchmarks which rated 0-1.99 as non-performing,
2.00-2.99 as low, 3.00-3.99 as moderate and 4.00-5.00 as high performing
farms. Thus, 1t 15 justifiable to rank OxFarm at 0.00 as a non-performing
agricultural entity, NPAE. The outcomes 1n Table 1 and Table 2 are also
uselul in assessing the potential returns of OxFarm, and the subsequent Bid
Figures and Ceiling Figures for purchase negonations.




Operating at 6.0% of ite designed capacity or 0.00-0.99 on the COPL acnle of

500 the farm could be classified as NPAE. First, the valuer could be
restricled an the choice of methodology, when it is imperative to combine
methods and bases. This represents a contradictory demnnd parendox. For

example, the Profits method is the method of choice, firsl nmong others, when
valuing a corporate commercial-oriented entity. In principle, thoory and
practice standards 1t is to take precedence over all other methods. Hut in
reality, a NPAE lacks the basic data to supporl the use of Profits method, nnd
recourse has to be made to the next-best method. It remains debatable

whether the value arrived at using 8 subsidiary method could sufficiently
produce the best result,

Attention is now turned to the general template prescribed for valuing a
special property.

General template for valuing specialised properties

Definition

The term “specialised property” can be nebulous unless defined in the
valuation terms set by the global valuation standard setters. Thus defined, a
specialised property is one that s rarely, if ever, sold in the market, except by
way of sale of the business or entity of which it is a part, due to the uniqueness
ansing from its specialised nature and design, configuration, size, location or
otherwise (RICS, 2014; NPS, 2018). This defimtion is however silent about the
operational performance status of the property so defined. A whole range of
value attrbutes of a specialised property could alter when the core functions
become dormant, and only a distinct class would sufficiently address them.
The IVSC (2017) further mentions “specialised or special-use” assets in [VS
300

Section 70 and describes how to proceed with their valuation in paragraph
70.1.

Valuation standards

The global standards, (RICS, 2014; EVS, 2016; IVS, 2017) as well as local
standards, (NPS, 2018) are unanimous that specialised properties should be
valued by the depreciated replacement cost concept, DRC on existing use basis,
EUV. Where evidence suggests otherwise, recourse should be made to
alternative approaches,

Apparently, RICS offers the most comprehensive view of SP as regards its
definition, basis and method of valuation. While adopting the afore stated
definition in its glossary, RICS (2014, 2018) states that an SP should be valued
using the DRC approach referred to in I'RS 156 s u busis.

RICS (2014) offers another avenue Lo decide whether a property is a SP: th
possibility or otherwise of providing only an Existing Use Value, EUV,
Valuation could be done by reference to its trading potentials, (Profits method)
or by logical extrapolation of any available market evidence. A 'no-EUV
situation may arise either because the property 18 not in use at all
(nonperforming), or not in use for the purpose for whu?h it 15 designed and
constructed. The latter case is construed as alternalive use implying an
Alternate Use Value, AUV. The RICS further recummendcd‘the DRC method
for valuing SPs with evidence of adequate potential profitability.

In a similar embodiment, 1VSC 2017 states thus:




“many types of plant and equipment mee spin salingsr) o) whimre rest snlos
evidence for sueh itemm will vt b mvmilahile, cmre imoml b ine Ao ring
an ncome or cost appronch ol veloe whien PTTTY I I ) OO T A L R T
nonextstent. o sueh coroummtnneos (0 may b gt inle 14 g it b Vb

income appronch or Che ot apgaonch b e vilanbion

o

According to IVS 300 auret ptandird, e vom) wpgerome b w il b mgegebinad iug Vhiree
steps beginnming with an ontimmte of Che coml i o vmebeads et "l
replacing the subject nuset by volisronen to ths lowor of sl bior Lhe reproddas binn
or replacement cost. The voplucomont coml o Lhe vomh o abibmining wn
alternative nsset of oquivalent wlility, slbhoe o mdorn soquivnlent prading
the same functionnlity or the coul of voproducing no exnct replicn of L nwsel,
the details of the application neeoxpromsed i IV 05 prngenph 1011271 14

In addition, special conmidorntion for Renl Property interast are duscribed in
IVS 300 section 80.

In a general overview, TEGoVA (2016) undor its subyseetion G4 1 sffirms Lhint
the cost appronch s the most commonly s Lo onbimnte Uhe ragplocsment,
value of SPs and other propertion that nre woldam, if aver wold ur let i the
market. By this token, o residentinl hungnlow Lhint would hardly ever b sold
or let in the market (say by renson of locntion innecemmibnlity) would qualhify 1n
be treated as a SP for the purpose of viluntion. Thin i beense bnek of progerty
market activity would preclude the use of compmrntive or income nppronehes,
The foregoing arguments might have suppurted VS (2006) conclusion Lt
SPs are normally unsuitable as security for loans other thun upun basis thast
takes account of AUV of the property.

The Nigenan Valuation Standards, NPS (2018), accept the positions of IVEC
and RICS discussed above.

It can be inferred from the foregoing discourse that, in defining und
recommending valuation bases nnd methodu for 0 SP the cxanting muin
Standards do not elearly recognise the importance of the current operationnl
performance status in valuing sn entity sluted for valuntion, This mennns an
SP 18 assumed to be operationally working o designed and constructed, with
no clear statements that could be apphed to o NPAE Rensons for not
recogniaing this dimension of SPs in existing standords nre not known
However, one could take the sk to attribute non-recogmtion perhsps to the
fact that only scattered references nre given to SPwan all valuation standurds
Literature, None has treated SPs ns o distinel elass of nssets. For example, the
IVSC (2019) Assets Stundards did not offer v distinet cluss of assets o 5P A
snapshol into the Assets Standords of RICS VPGA 113 and IVS 101-105
adopted by NPS (2018) shows that all ure nccountable for this omission

A way forward is to sub-clagsify SPs into less heterogeneous categories based
for example on their performance statuses: producing SP(PSP) or
nonproducing SP (nPSP), as illustrated in Fig. 2. While PSPy are in active
production and operational performance with men, money and machine,

NPSPFs are not.
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Fig 2 Existing Baxos and Methods of Valuing Non-Performing Agricultural Entities, NPAEs
hey: EUN= Existing uso vialus; AUV= alternate use value; MV= market value; DRC=
deprocintod roplacemont Cast; DCC= direct copital comparison; PSP= performing specialised
property; NPSP= non-performing spocinlised praperty; NPAE= nonperforming agricultural
ontity,

Sourco. Extracted and modified from Valuation Standards

For the purposo of classification, a producing SP could be defined as one that
is actively continually performing to a significant proportion of its designed
capacity. Conversely, a non-producing SP lacks all the qualities of continuity
and performance to capacity as defined. Thus defined, the appropriate basis
and method of valuation could be explicitly chosen: Income or profit method
for o Producing SP, otherwise, the DRC method. Appropriate classification,
therefore, should be the first step in the valuation process of an identified SP;
then, the valuation would proceed as prescribed by the valuation standards
being applied.

From another perspective, Lhe use of mass appraisal technique was suggested
by Walt (2016), with emphasis on all asset components including biological
assets. This agrees with Olatunji et al (2017) which demonstrated the
applicauon of applied principles and ICT tools in valuing commercial
properties. RICS (2016) professional guidance for UK on Farm Stocktaking
Valuation 15 inapphcable here because it excludes fixed assets and DRC
method. Only biological assets, store and such items, which are not present in
OxFarm case, are covered. All these are different dimensions possible in
valuing SPs beyond the present scope.

The bansin of valuation: going concern and equitable value

The concept of Going Concern, GC ussumes that the property under valuation
would continue o be used in the processes for which they were designed,
constructed and installed. 1t reflects the linitotions of the business with all its
strengths and weasknesses. Going concern has been adopted as basis of
valuation for the purposes of mortgago, tuxation mergers and acquisitions
among others. The OxFurm's ense hus boen recognised as u medley of both
business and real estate concernu, Thus, it would nol have been appropriate to
vilue it solely as a business. Scecondly, the use of going concern valustion is
beset by 0 number of wenknesses. In Britain and most advanced countries, the
use of going concern basis has laced strong eriticism. Among the reasons is
that u business compuany may be approaching decliming productivity. a fact
which is obvious in OxFarm. This may explain why NVPGA 6 paragraph 4.4
recommends GC as a basis for valuing intangible assets only, which field
observations had proved W be lacking in OxFarm. (IVS 210 paragraph C1 and
RICS VPGA paragraph 4.4 are all unanimous on this point). The new thinking
i in favour of the concepts of EUV and AUV taking into cogmsance the
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entabhshed: “two wpeelie wdontifiod poction”  with additional  loeation
“ndvantages and disadvintogen it would not e availuble o most other
market pavticipants”, il vollocting the ttoronts of both pretios”.

Characterisation of OxFarm ax a Special Property, SP

A saperficial ook imto valuntion practico tondu o nuggont Lhoal un entity like
OxFarm s viewed awnwpociabined proporty and muny bo vialuod ne such without
any further conmdorntions. Howoever, i clonor obhserviation in the case study
revouled that OxPFarm (ullils only purts of the atteibutos of o wpecinl property
defined by RICS (2010 and adoptod by NPS (2018). Table 3 is nn nttempt Lo
dopict thas obsorvation more clonrly.

Table 3. Characterization of OxFarm aw n Specinlisod Proporty

1 —— B I | 4 _— 0
Specificaton Design/ Configuration/n Size Lovation Porformance  Othors Construction
reangoment
Statusas SP ¥ y ¥ Y x _LUnclear

Source Case Study, 2019
Key V= Fully met V= Partinlly mot x = Not mot

It 18 noteworthy that the EUV does nol connote performance status as
envisnged in this study, Thus, failing to meet up substantinlly with these
prescriptions, it became inevituble to apply approprinte modifications and
adopt multiple bases and nppronches to value OxFarm. Although VS 106 does
not ampose the adoption ol alternntive appronchos in valuation practice,
special constrmnts und circumstances i the procoss of the subject exercise
demanded so, principally for value-crosschecking purposes.

The subject farm woan designod and constructod ns an integrated commercial
farm. The buildings, structures benr ovidoneo in support of this assertion.
Lakewise, the configurntion and nrenngoment are geared towards the
fulfilment of the commorcnl forming. The wize of the fiem covering over 7.0
hectares of land orgimnlly developed with facilitios for eattle broeding, meat
processing, dmrying, poultry, and finhory can bo adjadged to be i line with a
large seale commercml farm onterprise. Locntod in o neghbourhood where
educational mstitution and residentinl properties are predominant, the
description ol specimbsed location connot be fully met. Finally, although,
OxFarm = positioned to operate as an agrcaltural ontity, lacts on ground
pornt toongross deficil i functbiomng s such. Thus, o nugor gop oxists between
desagned use and operntional performance. Although the valuation stundards
and most Lterature recognise productivity as a crucinl factor in agricultural




valuation, the mechanism by which it can be .aese.ﬁsed oh;m;nve:y and
incorporated into the valuation process, 18 missing in current valuation
literature,

From the foregoing, the key findings of the study can be summanised as follows:

1. Based on empirical survey of similar commercial bodies in Minna, and
beyond mere conjecture and visualisation, OxFarm 1s classifiable as a
non-performing agricultural entity. Only an empirical research
involving its competitors could reveal the true activity-status of
performance of a commercial entity, slated for valuation for the purpose
of classification as NPAE.

2. It 1s appropriate to value OxFarm as a specialised property with
identified peculiar characteristics, the result of its non-performing
status,

3. The general standards for valuing specialised properties do not fully
recognise the operational performance of agricultural entities.

Thus, in valuing a non-performing agricultural entity, there is need for some
adaptations in the prescriptions of Valuation Standards for valuing specialised
properties. The next section concludes the paper.

CONCLUSION

A whole range of scenarios emerged and altered where the agricultural
property identified as a Specialised Property lies redundant, underperforming,
outrightly non-performing or operationally inactive for a substantial period of
its existence,

The Underlying Assets approach, a subset of DRC recommended by TVS2017
1s particularly helpful and relevant because it allows the assets to be classified
into distinct components, each amenable to an appropriate basis and method
of valuation. Thus, it is possible to adopt the basis and method considered
swtable. The basis and method suitable for one component or asset class may
not be 8o for other classes. For instance, land as an asset component may be
valued using Market Value Basis and comparable method, if there is sufficient
evidence of market transactions in the neighbourhood. On the contrary, this
basis and method may nol be suitable for other components in the same
business, if such evidence 18 unavailable, insufficient or unreliable.

Dwelling on the major findings, it 18 concluded that:

The general DRC template for valuing SPs needs to be tinkered with, in order
to arnve at an appropriate approach to valuing NPAEs. More specific and
restrictive bages and methods of valuation are required for valuing SPs rather
than the general template prescribed by most Valuation Standards.

The following recommendations are made upon the findings and conclusion:

1. Using an appropriate assessment index, an identified SP slated for
valuation should first be graded to justify classification or otherwise as
a NPAE.

2. Tovalue a SP certified as a NPAE, valuers should adopt multiple bases
and methods deemed appropriate as dictated by the purpose of
valuation, the special constraints and circumstances evols ing around




the given valuation exercise. This could provide a pathway to best

practices in valung NPAEs.

4 There v need to reconsider the VS Tar?glble Asu_!la and Business
Bonrds decision concerning the non-recognition of agricultural entity as
a distinet elass of specinlised property.

This study has made important contribution to knowledge with respect to asset
valuntion literature, By adapting and extending the valuation prescripions of
widely used Valuation Stundards for the valuation of specialised properties,
SPs. to establish a procedure for the valuation of a special class of SPs
(nonperforming) for which no provision is made in the Valuation Standards,
the study mukes theoretical contribution to knowledge. In applying this
procedure to value such an existing non-performing agricultural entity, the
study makes practical contribution to knowledge. It has therefore contnbuted
in filling the gaps created by the paucity of literature in this area of study,
particularly in emerging markets.

The study has implications for valuation practice and research. The
implication for practice is that in valuing SPs, valuers need to consider all
essential aspects of the property and adapt procedures prescribed in the
Valuation Standards as necessary. This may lead to adopting multiple
valuation bases and methods. The implication for research is that further
studies are necessary to determine best practices for the valuaton of classes
of SPs for which the Valuation Standards make no definite prescripton.

As 1s usually the case, the study has limitation. Although it has established a
procedure to value a non-performing SP and used 1t to carry cut a valuation to
demonstrate its apphicabihity, 1t does not claim that this procedure will be
applicable to the valuation of all classes of non-performing SPs. Moreover, the
inherent nature of the property market as being local, can resmct the
generalisation of results. Thus, caution should be exercised in generalising the
results. It 1= advised that it be limited to markets of similar charactenstes.
Nevertheless, the procedure can be adapted for other classes of non-performing
SPs and vanous other markets. Further research i1s necessary in this regard.
Accordingly, the study suggests that future researchers should consider
studying the valuation of other classes of non-performing SPs in different
markets,
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