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.ABS'.rRACT 

Thi~1 th~sis repreE:1G11'bs n pionGGring o.t·ber!~pt 

c.i.t Cl:'1 tico.ll~r i::xc.mining the clifferent opproo.che.s. 

to pl1:1.nt a.:nd machinery vo..luo.tio11 from both the 

einginGGl"FZ' , and G 13-t;r.itG surveyors and ve:1.luers i 

peropectiv~a in Uigerio.. 

Quc;,i::1tion11cdr.os (backr:Jd u1:> wi th oral inti:;rvieiw) 

WE!re nclminist(;.l'.'Gd on a ro.nd,:Jr.'i1 sample of engi11ceri11g 

1~ind estc~te surveying firm.~ within Lagos Uetropolii]o 

'~hG d.citu wGrG · C\l'J.o.lysc;d by mean(I of descriptive 

stntistiCSo 

ThG atud:r l%Vec.led c.r'l>i tG1.ry adoption of 

DGprecio.tGd nC;..plo.oGme,:it Co::Jt (DRO) npproo.ch f'or the 

plo.11't and mo.chinGrV valuations withou't considor2.­

ti011 fol" the. lc.vGl of comptïtl'lY' 9 s pr.:>fi·t, bo.sis 

possibilit:v of i:~lternc;bivG uso m1d assGts hnving 

tro.d.ing l)OtGntlr.~.ls~ It wo.,':J .o.lso observed thot the 

estntG fJurveyil".1.1~ :!:'irr,1s WEiJ."G mol'.·1., il1.vJlved in plan:~ 

n:a.d ri.mchtne:r·y vnluntiono tho.i1 the en&1ne~ring firms .. 

The atudy SUG&;G~ted, amongst athGrs~ thc.t DRO 

v:9p:rvc.ch. fihoul.d c.l_wa.ys bGi si..tbjeot ·to test of 

ade,quc. te pr,:îfi tc.'bili ty C:\ncl, in nddi tion, tho.t ths 

poasibility of' highsr i;i.lternc:ttive use va.luas be 

conside~ .aspGcia.lly, fvr s,xrplus or redundro1t 

plant .end m::i.chir..ary nss!,~Se It wc.s o.lso recormnended 

that thé liigGrio.11 I11.sti tution of Estl'.te Surveyors 

and Valuers should c.H.ita.blish Plo.nt and. MoohinGry 

Valuation Option for ths training of pl1.:1.nt and 

:maohinery v~luers$ 
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I'.ACKŒ:WUI.Œ1 1.i:O THE STUDY 

1. 0 HTTRODüC 1rIOH 

The valuation of plant and machinery which, 

according to Foord (1980) 1 developed with the 

growth of industrial age, began ta gain a signi­

f ica:nt bearing in the nation I s development in 

1970' s due to econo::nic boom. 'rhe accompanied 
\, 

valua tian ·brief s then were handled by the esta te 

survevors and valuers in accordance with the 

Decree Ho 24 of 1975 whilst the engineers, under 

Decree .55 of 1970, prepared the teohnical reports 

on plant and machinerv for such valuations 

( Okunlola., 1990). 

Lé:1. tely ~ thE. value.tio11 of plant and machinery 

has nttracted a lot of attention. For .instance, 

engineers are clt:iiminri competence whilst the 

esta.te survei/ors and valuers are clisputing their 

clalm. l"Jr0cisely, .. ~he build-up to the current 

outburst, bE,gr-i.n ef:fectively early in 1988, when 

a workshop to preview the campa.nies and allied : 

matters decree was oonvened (Okunlola., ~QE· ~) 

Several reasons cen be attributed to this 

interest. 1:.,romi11en·t a.mongst these are; a oonside­

rable significanoe which plan·t; end machinery 

components have r.1.cquired based. on their high 
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2 

impo~·t dutj_es and thE O\rerall effects on the joint. 

valuation; public c:..~i ticism of or displeasure wi th 

plant a:-,1d machinery valuatj_ons which Anyaeji (1990) 

cJ.a.imed t:1e Nigeri2.n Society of EngineGrs (ilJSE) is 

bein.-; blackmailed lo:r; decline in the nation' s 

cons·cruc·:,ion proj ects due to economic recessioni and. 

lack of clear unde:::standi:i.1g of vJhat plant and 

machi:ne:cy valuation stanrls for. Therefore, the 

esee:'.lce of this study is to examine the dif:i:erent 

app1.·01:1.ches to plant and machinery valuations from 

"Gl1s vi.ewpoints of estate surve,rors and valuers on 

tho one hand and engineers on the other hand. 

1 • 1 T~1Ii1 STATEhI81T':e 0} THE PROBLEM 

t'he cru:x: of the matter coulcl be linked to 

changing technology and the introc.1uction of the 

Str1.1.c'bural .Adjustment Programme (S.A:?) by the 

l!,ec.lcrsü Gove:rnment to meni:J.on a :few » which make 

demm:u:.1s for the se1"vioes of plant and machinery 

valu.Gl~s moi"e ·bha11. ever bef ore to be on the increass. 

Thus» the issue o:f' who is a valuer of plant a.ml 

maohinery becs.me necessary (Adegbemile (1991), 

Obialo (1991), 
•'\\, 

·•, 
\"· 

In addi tian to this, prier to the pl"Omt.i.lgatlon 

of the new Comps.nies and Allied Matte:i:.•s Decree of 

1990, €ne;ineel"S were recognised as experts in the 

old le.w fo::i.· the pUl"po,ge;s of ye.lua·biol'le Bu·c dif:fe­

rent 1"ecr1..,1.il"ement~ were laid down umler section 137 

CODESRIA
 - L

IB
RARY



3 

of the nE:v1 compan1es law for the defini tion. of a 

valner for the p1...u--po1::rn of dete:cmining the value of 

considero.tj_ons other than cash which a company 

accepts :Cor i ts sha1"es. Valuer is clefined in this 

section as :ïan o:t.:i.ditor::, a valuer, a surveyor or an 

accountant not being a person i:n the employment of 

the company nor an agent or associate of the company 

or any of i ts directors or officers:;. This therefore 

contradicts s0ction 554 of the same decree which 

recognises en~ineer ns an 1 expert~ 1 o..mongst others, 

for the purposes of determining payments for sha:res 

under n prospectus. Could this then be talcen o.s o. 

deliberate e..ttempt or an oversight on the part of 

the law malrnrs o..s to the expertise of engineers in 

the area of v&luation discipline? 

Quite distinct from the above, the term t1rn1dr 

oould also be viewed from different perspectives 

depending upo:n the context and the ci::i:·cumstances 

under which it is used. According to :sarlowe ( 1978):. 

i t inclucles both natural and n1an-made resvuroes over 

which the posse:-:.1sion of thG earth surface gives 

control. '.P.o the law~rers i t has to do wi th all 

corpore.:i.1 thinc;s ,gubjacent and superjacent to the 

soil and anne::ced thereto ~ e.nc1 in their language • 

~qµid 0.,1.lid. plcmtatur solo s_qJ_9__~~'?-clJ.J...:. (Mego.ry and 

Vlade (1966), Omotola (1988)»James (1973)). ]'rom 

the foregoino;, plal'lt and machinery being essentially 
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4 

fixecl items in land could. therefore be combined wi th 

the valuation of interests in land. This proba.bly 

meets with Dsnman's (1958, 1978) approval in the 

use of the phrase vestat;e in landi to embrace all 

rights an owner of land has over his land and those 

capital resotu·ces which at lm~, are themselves land. 

Could this therefore be taken as one of the reasons 

why estate surveyors a..."'ld valuers are recognised in 

the country as experts to the exclusion of engineers 

in the valuation of plant and machinery? Can the 

estate surve~_rors and value:r·s still continue to hide 

under this premise to va.lue moveable plant and 

machinery whicb. depcnds upon the law of chattels? 

Or, do we have to refer tllese plant and machinery 

assets to engineers for valuation purposes? 

Perhaps 1 one may be quiclc to adë\ that, it is 

in apparent recognition of the above, that makes 

Adegbemile (._çm. _gi]) to conc lude that modern 

spscialist voJ.uE·rs requir-e 

o.spects of o.ccountancy, ins1.u"'ance, legal and res.l 

estate vo..luo.tion professions, and a. sound knowledge 

of the plant and nmc.:hin.ery utilised in ve..rious 

industrie~~ and tro.des:1 • 1J!his view has been variou-

sly ex.press<::d by Ojo (1984, 1991)? Derry (1979, 19S5, 

1991), J3r-own ( 1991) &"1.d Foord (op., ci t). --... -·-
Consequent upon "lih<-3 var-ious views expreseed 

above~ it is pertinent to ask the followine; questionst 

Is plant ancl mo.chinery vu.lua.tion synonymous with 
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5 

plant o.nd mt:i.chinery 0113:inee:.:i.."'ing'? iJ:o what extent 

haa each of the t~o professions satisfied the know­

ledge contGnt of plan"t and. macr:.inery ve,luation in 

lTigeria? \"Jhere none could satisfy these requirernents 

in their entireties, co.n this lead us naturally ta 

the conclusion that inter-pl"ofessiona.l barriers be 

brol::en dovvn so tha.t engineers, and esta.te surveyo:rs 

and valuGrs could then amalgamate to provide a 

wider range of servicGs on plant and machinery 

valuation concepts? Oa.n value be stated for machine.ry 

that do not €Xist? or, more appropria-te, can cost 

arrived at for soma plants with the aid of mo.thoma.­

tical formulae bs.sed on po.st information produce 

a vs.lue or o.n estimo.te.d cost? Orp is cos·li equal to 

valt1.e·? Vlho.t al"e th<::· bases, methods and procGdure of 

plni1't and mnchinery vu.luo.tion? Vlh.at o.rs the methods, 

procedu:ce and problems of' depreoia.ting pla.rrt and 

tna.chi11ery fvr vo.luati.011 purposes? What is the 

curi"ent stc-:i.te of art of plant al'ld machinery valua­

tion in the study e.rea? How can we irn.prove upon 

this? 1I'hese al'GJ some of the relevant questions 

which the F:itu.:.~y o. ttempt to t1.tldress. 
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1 .2 THE NEED FOR THE STUDY 

Various studies that have been can·ied out 

earlier relate to J.3ri tish indus trial ex:perience,. and~ 

more specif icallyj from the :point of view of estate 

surveyors and valuers (see for examplG Foord 

op. oit~ Ojo {1ç,s4~ 1991 )~ Derry (1979~ 1985, 1991 )$ 

Brown ( H·)91), Karslake ( 197 9) . Thus~ th-3 proposed 

Gtudy, apart from being a pioneering research in 

the area of Nigerian indus-trial valuations experience:.: 

will provide a useful input toward impraving the 

practice of :plant and machinery valuations. 

Germane to the above, the changing technology 

and the far ... reaching adjustment of our industrial 

structure brought about with the introduction of the 

SAP by the Federal Govermnent or obYious changing 

values in money, duè ~o threatening inflation» 

create a demand for more and more valuations as 

. owners of property assets including plant and 

maohinery of all sorts seek to keep track of their 

t;rue worth in current terms. :rhus, the spectrum 

of responsibility of a professional man in these 

circumstances is much . wider than that which has 

been ncoepted over the yeë:rr.s (Pearce, 1980) • This 

study therefore would assü-'lt in the formulation of 

rrl;anrJ.ards for plant and machinery valuations in 

lügeria to ensure codification of good practice. 
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1 .3 .JI..If1S AM) OBSECTIVES OF '1.1:.IE SïUDY 

The resul ts of thii, s tudy a:ce ex:pec ted to 

indic at e very prec is EÜ:37 ~ 

i. how plant and machiner;y- valuation 
should be carriecl. out~ 

ii. how deprec iation could 'be handled in 

plant and mach.:i.nery valuutions, andi 

iii. :finally, wliether inter .. ~rrofessional 

ba.rriers could be broken dovm resulting 
into amalgru.nation o:f engineers ~ P and 
esta.te survo;yors and valuers • professions 
on plant B,nd m:.:i.chiner;y vo.luation concûpts. 

It will also endeavour to bring these packages 

within the reach of the prof GSé.Üons to be studied. 

Toward these ends/aims, the objectives of the 

study are: 

a. To examine the baE:1es and methods of plant 

and machinery valuation. 

b. ~eo identify the :r.iroblems of depreciating 

pla.:r..t f:1.nd machinery in the study area. 

c • 110 examine the viewpoints of estate 
surveyors and valur-Jrs» and enr.;ineers on 

plant and machü1.0:i:y valuation. 

d. ~Co assess the 1Jolicy implications of the 
currer.i.t prao tic e of plant and. niachinery 
valuation in· Nigeria wi th a. view to 
making n.ecessal";V :cecomrnend~·tious al1d 

c onclt1siorw • 

. c 
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1 .tir SCOrE OF STUDY 

The study area is the metropolitan Lagos. The 

areas within this metropolis include Lagos Island, 

1,agos }'iainland, Shomolu~ lius}lin and Ike ja. Due to 

cost and time constraints as well as firms concen·· 

tration much of the studies were carried out in 

Lagos Island and Mainland. 

The major reasons for selecting Metropolitan 

Lagos and for concentra/cing most of the analyses on 

estate surveying and engineering firms in Lagos 

Island and Mainland are~ 

i. I1ost of the companies that normally 
prepare financial and valuation reports 
have th.eir head offices located in this 
area, 

ii. Again.» most. of the engineering and 
estate surveying firms in the country 
have their head offices or at least a 
branch office in Lagos, though widely 
distributed but wi th a la.rger concentra .. 
tien in Lagos Island and Mainland, since 
it is the seat of all commercial 
activi ti·es (par·ticularly office businesses) 

iii, The volume of economic growth of Lagos 
exceeds that of all bther capitals or 
towns in the country. 

iv. Lagos is a primate c:I:t;j,°i it constitutes 
a J>oli tic al, administrative and commer· .. 
cial nerve centre. 

On the basir1 of the above reaaons and coupled 

wi'bh "bhe :f'act that the pr~i.ctice of esta.te surveying 

and gngine:Jer·ing f irms are beirig controlled by their 
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i•es:peo ·bivt;1 institutions and registra.tien Boards~ 

i t is ex1)ooted i:hat whatever d·a'ba. are collGcted 

:f'rom ·che study area will f'orm a general and tru.e 

representation of what ir:3 o·ote.inable in. the whole 

country on the yahtation of 11lant and machiner:r 

assats. 

1 .5 RESE.AHCH. METHO;DOLOGf 

The methods and procedur-2:s adopted in carrying 

ou.t thls s tudy aro as ou"!ilined below. 

1 • 5 .1 Li terature Search &-....-.... ............... .... -...... 

~h13 theo:t'Eltical framework wa.s done with the 

a.id. of inductive ~.pproa.oh of eng.uiry. The areas 

coverecl i11 th.~l li teratm.•e r0view include the 

pul'.'l)ose~J~ ba.se,;l? methods » k:nowledge content~ and. 

depr.eciation techniques of plant and machinery 

ve.J.1.1.ation. 

l-1.10:ng wi th this, èl.eduo·tio:ns were made to form 

a oonoe1,tunl :fra.mewo.r.'lc for the stttdy, and, this 

sE:rves as basis. for ques·bionne.ire design. 

!I:lio tax•gat po1rlllation for ·this study are th~ 

esta.te su:r.vey:ing F.tl'ld valtt~l·tion, and engineer.ing 

firins in th.~'3 atud~I' f:l.l.'E-)a, For ass0ts valuation of 
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y1hich pl::u:it .nr.ù:L mf'..clünsry bcoome s part of., ·we must 

recognise, in accordanc~::i to section 137 of the new 

companies law, the following :profess.ionals and 

statutorily competent groups: 

i. auditors, 

ii • val uers, 

iii. surveyors, and 

iv. accountantso 

Howevc~r~ by virtue of section 554 of the sanie 

companies and allied matters law, 1990, engineers 

could also be regarded as experts for the purDose 

of determining payments for shares under a :prospec ·· 

tus. And, in accorda..."lce with thG :necree No. 55 of 

1970~ engineers undertake design and repair of plants 

and machinery, and, thus have on ocassions, been 

called upon to de termine and provide candi tien report 
~ 

and express opin.ion on depreciation of' complex plant 

and machini'~ry. Therefore, for the purpose of this 

study, ui1.'til proven otherwise~ engineers are consi·· 

dered as par·t of the professionals for plant and 

machinery valuati.on. 

Mor,:rnve:r.•, in accordanoe to Deoree Mo. 24 of 197 5 

that established the Esta·ce Surveyors and Valuers 

Registration Boa.rd of 1'Tigeria, only €state surveyors 

and valuers werü stetuto:d.ly r:1mpowered to value 

yrop:rietary .1.n"bo:r.est in lanc.'t. Thes0 vr~.luations 
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are no ·t limi ted to landed properti es al though tho 

Docroe dtd no·t so specify "assets valuation" • ]ut. 

tlle p:i:•of rn~sicinal soale of charges for astate s,u"Veyo:i:·s 

ancl vaJ.uers e.pprcived by the Fede.ral Government proiride 

scale :Co~ the valuation of suoh other assets as the 
11 plant and machinei•y", 11 :f'urni ture and fi ttings", ·etc • 

Fina.lly, the aocountants or auditors share the 

oatate surveyors and valuers' interest in feasib!lity 

ar.d vtability studies. as well as in as sets valuation. 
. . . 

fhey also u11dertake. the amiual. preparation of the 
. . . ' 

accounts ~f. limi ted .. ,lia.bility companies which a;c:·0 

manda tory. More. than · that, · some o-t the requirements 

of th,:, :riew companies decree of 1990, spec i:f'y the . . . . 
... 

natu.re of the. prepara:tion of the balance · sheet and. 
' '•: I',,,· ,' ,'•;' .,• .. ,,.,,' , 

the· mannor of .arriving .at assets value(, Therefore8 
• • l' 

the aooountant~ in the. dispharge of this statutory . ' . ' '. 

·. provision, rega~~ing, th,e. 'b~imioe she'et of a. oompany, 

a1"e ·1ïh1.\s, oalle4 ,upon to · carry out valuation for 
' ,, ' ... ,. 

' . assets (pla~t ancl .~a.ohinery inolusiire) and express 

opinion of valuc1 , 

l3uta aooountants or audi tors are not ooneidered 

in ·~his 1:1tudy sinoe, unlik~ engineere · and ·esta.te 

su:t."V~1yore, they a.d.opt· his·torioa.l oosts of plant and 

mfa,Jhi11.,;3ry assete inst8a.d of .ourre.nt· oosta or va.lues. 

~.
1h:t'L1:h 1..;.s the s'èudy ie ruol."e of the· bases, methodr:i 

and r:.:·oc ;..à~,;·e o:r pJ.a.n·t and r11aol1inery valuation and 

not ·basioo.ll:r on uonoepts, then the :t:indinga would 
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not in any way l)e impaired. Fu.i-:-thermorep firms wore 

sampled rather than individuals because by the law 

of this country only fir~~9 could practice and not 

indi vi.d uals • 

1 • 5 • 3 ~..PJ._ing. Fra"il:2., 

F'or adequate coverage and completeness, 

re:t'erences were made to current list or directory 

(-1991) of rc::gistered firms of estate surveying and 

valuation in the study area prepared by the Nigerian 

Institution of Estate Surveyors and Valuers (NIESV) • 

As a result of tho u.navailability of si:rular infor­

mation frorn oi ther the Nigerian Society of Engineers 

(NSE) or Council · of Registered Engineers .c,_f Nigeria 

(COREN), referBnccs WGre made to 1991 Building 

Construction Directory and the list of a:pproved 

engineering consu.l tants w.no are presently working 

with estate surveying firms in NEl'A assets valuation, 

:.Che reason for tho absence of this information being 

tha-i; NSE and COREN only main tain unlike NIESV, the 

J.ist of the indivi9,ual registerod engineers. 

1 .5 .4 S,;1.rn,:pling Siii::e 

The sample si,,-e :for -this study is 17 each of 

both respondent i'ir.ms. Ini"bially 60 firme eaoh 

out of 126 a.nd 91 of. e~tate sm.·voying and engS.noering 
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fii"ms respec-~ively were selected to caver, at 

least 1 half of both respondent firms, but for the 

low responses. For instancej out of the 60 firms 

each, 15 and 22 of estate surveying and engineer­

ing firms respectively declined while 28 of the 

questiom1aires rsturned by the estate surveying 

firms and 21 others returned by the engineering 

firms were not useable. :8qual samples were there­

fore taken for objectivity or uniformity purposes 

an(~ moi"e,':lo~ that their practices were oeing control­

led by their respective recistration boards: The 

Council of 11egistered Bngineers of îügeria (COREIJ) 

for the en.gineers and The J:;state Surveyors and 

Valuers ~egistrntion 3oard of Nigeria (ESVRBN) for 

the esta tE: surve·...-ors and Valuers. Therefore ~ the 

sample size woulcl adequately represent the practice 

of plant and machinery valuation in the study area. 

The .in,sit::L"ume:nt used in collecting data were 

self-administerec1 questionnaires (interview schedule -

see Appendix 1) bo.clced up with oral interviews and 

content nnalysis of valuation and technical reports 

prepared by these firms. Oral interviews through 

face to face conversations were used. Sorne pilot 

tests of tlrn ouestionnaires were done as a basis 
"' 

for modification of some questions for clarity 
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!JU:r.''J?OP.l~l~ ia.nrJ.y :l.n add:L tün1, to ,~ma,.,t:r.e tha.t adequate 

oheolrlis te ware proviâ.ed. ~f1he questionna.ires wei'e 

;tm<:'3p:a.:t•ed ·bo olio i t iiu'orml!i:tio:rt 011 certain areas 

l:l.ke ··· 

•·· 'bacsc:1,a and mï.~thods C>f plt:î.nt and maohinary 

valuation, a.nch 

... m~thocis 01· dr~rJreoia.ting plant and maohinery 
.:f'o:r valu1;1,tj,on pu1.•poses, 

:Sa.okground information wer.e also sought on the 

:f.':t.:i:1nt:h si.ioh r.:1.ep the 31ear 1:>f 1,stablishmente numbe:r.· lif 

1:nst:cu~tiona i•eoùiVêd r.:.o :fa:t· on plant and maohinery 

·•;aluations11 and t;Yl'..'le;H:1 Of V'alUa'tion ... Whether teohni .. d 

oal or va.lua·tio;n proper or 'bo·bh. 

Data wore analyaed with the a.id of simple 

cleaoriptive stt:J.ti~tios e Sinoo the sampla s.1!1:e is 

too anmll ooupled w:J.th the fao·t th.a·t the study 

conoontra.te1 on ste:tu.s/roJ.e··~qua.tion in the field 

of :pJ.ant and maohin~ry vaJ:u.fJ.tion and not oause ... 

cffeot x•ela.tionehip (s), thi:.i:r1 no meaningi'ul statis­

tical analysis we:r.,~ \.tnder·tr1ken. 1'heref'ore, percen•,• 

tagês and t:1imple dsr:10:i:•iptive statj.stios were used 

in analysing the r,~spone~s~ and ·che-H~e serve as ba$es 

for oomparati·tE> s·budy 1.1.pon whioh i:nft1renoes were 

la:cer drawn, 
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1 .6 DELIMITATIONS AND LIMITATIONS OF THE STUnY .. . ., 

The s tudy att empt ed only to examine the pi t .. 

.falls in the ,.::urrent practics oi' plant and machinery 

vi::..luation in the country. 

Th,:~ study did not atterri.pt to determine the 

contributions of accountants o:r· accounting firms to 

plant and machinery valuation ·which should be 

included for understanding. Since the thesis was 

used to assess methods of depreciation and, more 

speci.fically, to cri tically examine the practice of 

plant and mr:1.chi.nery vr~luation, the basis f 01· evalua~­

tion is therefore limited to the resr.,ond.ent firms 

·wi thin the thesiu o 

In acldition to thr;:1 above delimi tationsll are sorne 

limitation8 or problems encountered during the course 

of the study. 

There were unco .. ·operative attitudes of the 

firma (bath astate surveying and engineering firms) 

that were surve:yed which led to the reduction of 

sample si~e from 60 to 17 each of the firms of 

estato surveying and engineering in the study area. 

Again, there is doarth of relevant worlrn or 

studies on th0 tapie in tllis country. T.his1 there .. , 

fore, posed ,:l. lot of 1Jroblems in the course of 

reviewi.ng li teratt.t.r.e :f.or this thesis. 
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Ho,,;ever» despit e all these delimi tations and. 

lini.:Ltationsj information collected are sufficiently 

adeq_uate fo~c any meaningful and valid conclusions to 

·be made o 

1 o 7 PLA.N O:B' S'J!1JDY 

îhis thesis examines plant and machinery vaJ.ua,. 

tion techniques in Lagos :Metropolis. The aspects. 

conside:ced aro the contcntious issues betweon the 

ei.:d;nto ,31..lXveyi.ng and enginooring firms which inc lude 

deprcc ü:1tion :rr.-ethods in addition to the basGs and 

mcthods of plant and machinery valuation. 

In order to explore the aims o:f this study as 

eai·1ioJ.: dise us sod, the thesis, in addi tien to this 

chapter which loolc at the introductory background 

to the study, consists of four other chapters. The 

theoroticci.J. and conoe:ptual framework was carried out 

in chapte;1r 2 whj.lo phapter 3 dealt with empirical 

a.nal;ysis of the data oolleoted. In.t'erences were 

la-ber drawn al.ong wi th their im1:'llioations in chapter 

4. from "b:b.<3 data collected. 

Tl1e thesis ±'i:n.al.ly in chapter 5 gave recommanda·· 

tians an.d oonc luiJ.ions wi th a view to ,harmoni~ing the 

dif'ferent approuc:hes to plant and maohinery valuation 

botvlG<:m memberi~ of the two oallings. 
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1. 8 DEFINITION OF TE11IvII1if0LOGIES 

In this thesis unless othe:t'wise so stipulated 

the following expressions shall have the meanings 

respectively assigned to them~ 

i. r;asset:; mee.ns plant and machinery 

ii. nindustrial valuation11 means plant and 
machinery valuation. 

iii. 11 estate surveyor and valuer 11 or 11 estate 
surveyor 1: or 11 estate valuer11 menns any 
persan registered under the Estate 
Surveyors and Valuers (Registration, etc) 
Decree Ho. 24 of 1975 and subsequent 
amendments. Thus, •1estate surveyingn 
or 11 estate surveying and vs.luation11 firms 
as used in this thesis refers to firms 
of estate surveyors and valuers. 

i v. 11 Ensineern me ans any pers on registered 
under the Oouncil of Registered Engineers 
(Registration, etc.) Decree No. 55 of 
1970 ai1d subsequent amendments. Thus, 
11 engineering firmsa as used in this 
thesis refers to firms of engineers. 

v. 0 surplus plant and machinery 1: means 
those assets of an industrial concern 
or a company declared by directors to 
be surplus to trading requirements. 

vi. r:3 •. A. V. P11 me ans Statements of Asset 
Valuntion Practice. 

vii. 11ï!iachine r: me ans a tool that fashion out 
a product or performs an operation, for 
o::::nmple a grinding machine, a sewing 
machine, etc. 

viii. 1:r1an·b:1 :r.1.eo.ns a process line where more 
ma.chines combine to bring out a product, 
for eJcample, Generating Plant has bath 
alternator and an engine. 
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CHAPTER TWO 

2.0 INTRODUCTTON 
,, • 1 •• 

The valuation of plant and machinery as a specia--· 

lised branch of valuation involves bath quantitative 

and qualitative problems. Besides» it is a subject 

of common. interest between the professions of 

engineering, and estate su:rveying and valuation in 

Nigeria. Thus, this ché:,,pter proposes to examine, 

amongst other thj_ngs, the purposes, bases, methods, 

procedure, depreciation methods, and lmoylledge 

content of plant and machinery valuations 

2 o 1 PLAN'~ AIID lY!ACHDt©RY VALUATION J?R00ES8 
• 11 ' , •• 1 ,,,t • ... \•, 1111,y, • , , , 

This, as· given belo,,..,, follows the se.me sequ.ence 

of p!'ocedures adopted for all categories of asset 

valuation: 

i. Defining the purposc of valuation 
and time of completion, 

ii. Establishing the scope of the exercisep 

iiie Determining the basis and method(s) of 
value wi th due respect to: 

- plan·b regi ster, 

... a.ccounting requir(·imentf3 or policies, 
- insui•ar1c e gtüdeJ.ines, 

... various tre.des of plant and 
mach.ine1~y9 

- current industrial legislations, 
- mode of sale 
- owner·sh5.p ct~.c1.1.oturi.=J~ etc e 
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iv. Referencing - !nventory and Schedule 
Compilation~ 

v. Adjustmm1t for Dep:i::eciation, and, 

Vio Valuation rroper 

This theEiis would however, as earlier reitera-· 

ted~ focus on the bases, methods, depreciation 

assessment and kr1.owleclge content of plant and 

1:1acJ::ünery ;,,-aluation •. 

2 .2 J:1URP0S}JS 0]1 J?LàNT .AriD 1·.'.fAŒIUT.FJilY VAI~TATIONS 

!?la.nt eJ1.d machinery valuation report and 

opinions could be undertaken for as rnany va.ried 

pur:poses as for wh.ich pro:perty valuations are 

required. These include valuations for sale or 

purch.ase, takc~ove:i:• and merger, privatisation and 

c omineJ:.•c ialis~~·bion, ra ting and ta.".i'.:a·bior.t debenture, 

mortgr:i~gG P floatation, c onclemna"tiion or compuJ.so:r.y 

ao qui si tian~ nationaJ.lsation11 irl.vestigation. settle­

me:i::i:b of dispute» probe.te»· insolvency or liquidation1 

balance sheet, pa:r:·tnershii-1, inter11al performance 

analyr...:iisij published financial s-t:atements, open m 

ma:i:·k0t value, insur::u1ce, f.onsibility and viabili ty. 

l:1.nd ren·bal pur1)osea. Milling·bon ( 1988), Bri tton 

g~~9. .§.1 • ~ ( 1 $18'rl) P Re es ( ed • ) ( 1987 ) • De:rry ( Hf7 9, 

·1 s:rn5, 1 ~m1 ) • ~~hei:ie val'Lta:bions are eviclent because 

maohi:n.e:i;:y appraiss.l~3 al~'0 often o ar:t·ied out concur­

reri:'cly w1 "bh :i::·eo.1 0sta'be v!il.J.ua·bion e.s part of pro jects 

to establlsh th,, "l;otaJ. wo:z.'th o:.e a. manufacturing l 

or ,'3 o rv:Lc e · .;t.nd us t:r.•y u11.de:r.•trild11g. 
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The above pu:12poses could however be reduced 

to three principal valuations (Derry (·1985), BrO\\ITI 

( 1991) and O jo ( 1991 ~ ·J 98'+)) as f ollows: 

Financial, 

Open market, and 

Insurance 

2 .2 .1 Financial Valuations -.--- -~ .. --... -
These are required to establish the economic 

worth of the plant and machiner;y as an integrated 

pa.ckage forming part of a continuing manufacturing 

operation. JJ.,or exemple, balance sheet valuation is 

expected to show, essentially9 a description of 

the fina.ncial state of a firm or enterprise at a 

given moment of tirnee 

The open marlcet val1.1.a.tions o:f plant and 

machinery are requirecl acco:r.ding to Derry ( 1991 ) b~ 

i. sellers wa.nting to l{now how much they 
might expect to achieve, 

ii • buycn•s wishing "bo lo1ow how much to 
of fer~ 

iii. bankers and lond.e:r:s for loa.n securi ty 
ptirpose5 

iv. e.ccountants hanc.lling tlle affairs of 
failed oompanios, 
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v. accountants inyestigating companies with 

financiaJ. problems. 

2 .2 .3 Insurance Valuations ____ ... -----
These are required to compensate or return the 

O'\lmers of the insured plo.nt c111d machinery assets to 

their original position in event of total loss, 

partial loss or damage by :fire:-1» flood or- other peril. 

To further simplify the pu:cposes of plant and 

machinery valuation given aboyep Derry ( 1991) concluded 

that every valuation fallo into the category o:f being~ 

ei ther3 

a. transac tian or event-d.ri ven~ or, 

b. non-event driven. 

On the one hand., t:r.ansaction or event driven 

Yaluations are required in r8spect of plant and 

machinery where cash or some other interest is to 

change hands. On the other~ non-event driven are 

for the information of the client or sha:re-holders» 

board o:f direc tors i, eto , or fo:r the decJ.aration of 

the state of the plant and macJ:ün,3ry as sets ei ther 

as :part of a going coricer11 or as separate individual 

units. 

F:com the foree;oing, ·whilst open market valua­

tions may be classif:Led 2,s transaction or event-

driven, financial valuations ma.y c:dther be eve:nt-àrj_ven 
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( e .g. fund.i_ng, rating and ·t;axation, etc • ) or 

11011-e-ve:nt dri-.ren (e og. balance ~iheet, internal 

:1'.)erformanc e anal:rsis, etc • ) de:9ending on the 

' reason s for which they- 2.re beir.ig prepared. 

Insm:anc e. valuations: on t}ie othe:r l1.and, al though, 

is not an economic or commercial valuation, but 

r:ny be .. J:io.r the i11.fu::a:m.:c.:tiàm of· thltcJ:fu.nsurer and the 

insu:i:·ed. T.herefo::-e, on this note, the iden of 

regG.rding insurance valua.tion not being an event 

driven could be putto :test if there is a.ny haz.nrd 

ancl insurers are coopelled to p2y the costs of 

replacing or re:.çairing the do.r.12.ged rmchinery. 

A cri tical p~rusal · of the above categorisations 

further · .revealed - tha-'c open narkot valuations of 

plant and r.:1achinery mn.y ha.Ye bean covered under 

f inancial Vél.luations as desc:ribecl above e Thus, i t 

do0s not require a. seJ_)e.rate treatr:tent as done by 

Derry (1991). 

BASES Ol!, VALUATION 
tf\ \ ' ' • • ' 

The ba.sis of mcy· valuatiol'l. depends on the 

1:n.trpos1:i for which i t is required (l"lillington11 Qll.• git 

Reias (.9~. 5:_ü), Bri·~ton .9~~ ~! (ru2.. çj,j:;) $ Kinnard 

(1971 ), DerI'Y (1985), :&'or ins·~a.noe, 'b.b.ere are two 

known bo.ses of in.sw:·s.nce ,,·aJ.1.1.n.tion o:f.' l')le..nt m.nd 

machinery: reins ·ba te ment wi th n~w, a.J.'l.d inder.m.i ty) 

since the essence of any inm.1.r .. \"t"l.Cf.l J~olicy i:::1 to 
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:r.'et11...rn the owners of the plant and machinery assets 

to their original posi tio1:.. in case of any incident. 

In addi tian, basic accounting concepts postu­

late that accounts should be prepared on a going 

concern basis. Thu.s, valuations for balance sheet 

purposes as f a.r as plant 2.nd r.1achinery assets are 

concerned will be "value to the business" which 

corresponds to the open narket value for the exist­

ing use of the lands and building (Collingwood (1979)~ 

SAVT 16(1990L Derry (1985)» Brown (op. oit), etc.) 

.Hovmver Collingwood (1979)j Powell (1970), Aluko 

( 1989) and Merret ~ .~l · ( 1963) agreed that in the 

event of any 11hope value11
, the valuer should, at 

the saraetime~ draw attention to any higher alterna­

tive use value that may attach ta the property 

(including the plant and r.1achinery as sets) a.ssuming, 

of course, tha:b the diff ercmc e be·bween the values 

is significant in arnouut. 

In recognition of these two bases~ Rayner (1976) 

"there is u catse for puttlng two figures 
of value upon these SJ:,eoial. :PI'O:Perties, 
one r.s u part of the :f.1..1.nctio11al business 
and the oth.er ... possj. bili iïy but by no 
menns a lowe:r.· figure ... foi~ the sale on the 
open market of the lltnd and buildings 
(including plant e.11d machinery assets) 
as enti ti es in· t.i.'1<:n.1sel ves izn:rt:L~cely di voroed 
from the i'ii·m11

• 
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}Jror,1 the foregoing therefo:c-e, four bases of 

plc.nt nnd mo.chinery valuations could be identified 

as follows: 

i. Reinstatement9 

ii 0 Indenmi ty, 

iii. Open market value for existing use, o.nd 

iv .. Open market value for alternative use. 

2.;,1 ~einstat~j!lent Basi~. 

Here the valuation ·will be based on the cost of 

replacing the existing as~ets wi th identic al or su't>"· 

stantially si1ailar equipmen·t at manufactu.rers ne·"' 

pri00:s~ together wi th costs of transport and instcù­

lation, o onm'lissioning costs and, where a:ppro·iJriate 

con.sul ting engineers fees (Derry ( 1979), Mu.st:oe 

( ·J 960), J3rcn,m (sœ.• ci t) • Reinstatement clai:.:~s e .. re 

ma.de only wh.en the lost or da1i:aged items are 

act1.1.o .. llY reinstated. ' ' 

Nhe:i:·o ·~his is ûonte1:1plo:ted :Cor :plant and riio.oh.i.­

n<.:il"Y i:u.stti:•1.:i.i1.r..:e -pol:i.cies, 'the valuation m.us t 'be 

11r·e~:-:u:·ed on iihe bt:-lais of repla.oing the existing 

:pl~iï."J.t Ni th identioal or subs·tan·tia.J.ly simil~x· i ter.1a 

in ~" 0011.di tion cornpai•aèJ.e to th(:\t of the exi:3t5.rn:; 

one. J.'his as obsEi:.c·ved by :Oei•ry ( H':85) and :a:town 
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(QJ2..• ci t) i,s noEJt appropria te ·where the rebuilding 

of nachinery after loss is not feasi ble. 

2 .3 o3 Q.P.~11 ïJiarket .Value for Elliting 
Use Basis 

"Existing use value" or "value to the business" 

as the case may be, is on the assumption that the 

plant and machinery will continue in its present 

existing use in the business of the company (Powell 

( ~11 •. .9.~), Brown (2,E c ill), SAVP 1 6 (.2.12 • ill), 
Pearce ( 197 9) »· Cullingwoocl (2.12. _ill). Thus, the 

existing use value of plant and machinery is the 

1:n·ice that a purchaser (perhaps a hypothetical 

purchaser ~ including the present user) would pay 

for that plant and machinery to acquire it as part 

of the business for ~nich it is, at present, being 

used. SAVP 16(.9.]• ~.), Turner (1977). 

An exar..ùnation of the above defini tions reveals 

that existing use value is an open market conc c:pt. 

This according to SAVP ·16 could either be: 

a. 'bhe net cui·i·emt replaceme1:i:b cost, or 

b. the 1'.'ecoverable amoun-t. 

The open marke't value of plant and machinery 

for existing use is defined il'l. the appendix ·to 

SAVP No • 1 6 ( 'I 9~10) as ~ 
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';the bcst T)J:·:lce at \/.J.ich 1:{l'l interost in ,. 
t;h e plant ancl. ::11:.· . .c:l:ü n(:1:y 1::tif.i:h t re as ona bly 
be e:rr.x:3c tGd to bs sold D.-c the d.si. te of' 
véüun:tion by Pr-ivr~te :J:rcatyp Publio Auction 
o):· ·.l:1:mder~ a.z r:iay be ar,p:i:·op:cinte assurning: 

a. o. wilJ.ing sellcrt 

b. a rea.frnnnble perioc1 ·wi thin which to 
negotiate "bhe sale~ ta.king i:nto account 
the nature of the plant and machinery 

and the s.tate of the ma:r.ketp 

c • values will rer:12.in static througho1.1.t 
the period, 

d. the plant and 1,10.clüj,1ery ·will be freely 

exposed to· the r.:1c.rke'Cp 

e. no account is to be taken of an additional 

bid by a specia.l 1"lUrchc~ser, and 

:f • the J?lant and mo.ohiri.er.•y r:1ay be valuedP 

ei ther: 

io as o. whole in its woi'king place, or 

ii. as a wholc, or as j.ndi vi dual i tetm 
for rer.1oval f'roi:1 the preraisesl) 

In this contex·~, ii t~~ds"bing use" ignores a:n:y­

posc-ü bili ty for a.lteJ~na.tiv~ use e Thus, acoording 

to Ojo ( H~9·1) :i;,lant and i:rn.0]1i.nery r.tsr-iets as part of 

a going concern oontribtrb<.-1 to 'the p:r.'ofitability of 

·the organisation. ,~nd.» Il goochii.ll" h.as been 

desc:r.ibod b;y P.owelJ. (.9.~~· .e ... :1.-.:~) as 11 i;he pl"O:fitabi­

li t;y of c a.1Tying 01.1."I: m but:li n.ei~i.1 at a c t?:i:·toin level 

of 1):r.•ofi t'' • .As evident fx-on ·lïh0 abov0. tl:.terefore» 
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SAVP 16 (gJ:). ci-~) which excludes goodi'lill from a 

valuation of plant and machinery .for existing use 

is questionable. Perhaps, i t is in apparent reco­

gnition of this that it is provided in another 

section of the SAVP 16 (S2,l2• 2 .. t!!) that the net 

current replacement costs of plant a..nd machinery 

be subject to adequate potential :profitability 

having regard to the total as sets e1:1ployed. On the 

basis of this, therefore, we nay wish to consider 

go odwill where plant and na.chinery assets in public 

houses» clnemas, bingo clubs, go..mil:;i.g clubs, theatres~ 

specialist restaurants1 petrol filling stations, 

betting shops, and otlrnr specialist leisure and 

sporting facili ties are involved (P~well (.2]. ill), 
J?earc e ( 1979) ~. 

~ Market Value fQ± Alterngl,tive 
DselfâSis. 

'.l:his assumes that the business will be discon­

tinued andii is particularly importan·t in case of 

comP,any properties (plnniï and machine:r.-y inclusive) 

that have been declared by the directors as being 

surplus to trading requirei:1en"bs, ljJce plant and 

m.~.chine:cy held vacant pending disposai, or as stock 

or investments or whel"e the :ple.nt is ei ther i.mder ... 

1.1.tj.J.ised or not·u.ocd at all e It woi.ùd almos't; 
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certainly be inappropriate to aclopt an existing 

u.se basis of valuation for plant and machinery wh0re 

land and buildings in which they are housed are 

valued on an alternative use value basis (Derry 

( 'l (X·15), SAVP (.Q.E .~), Culling~1ood (.9.,E. P .. !.:!), lVIerret 

(.9.J?.. çJ.~.), Ojo (1991)). This is akin to the "net 

rea1isable value" or "deprival value" as used in 

SAVP 16 (E.J? a .Q..~.). 

The al terno.tive use value or reaJ.iable value 

is thus defined as the best price that is likely 

ta be obtained~ wi thin a reasonri.lJle period, if the 

equipment is offered :t'or sale by privé.te treaty, 

tender or auc tian ( whichever is the raos t appropriate) ~ 

but disregarding any adclitional bid which nay be 

r.mde by a special purchaser, e.nd e.fter making adjust­

men·I; for selling costs. 

2 ,4 t'.fFJ~HODS OF VALUATION 

Implicit in the bases of plant and machinery 

valuation disoussed a.bove are the following r:iethods: 

i. fü~:r,lacoment or Depreciated Replacement 
Oost (RC/DRC) Nethod otherwise, known 

a.s Conti•oo tor' s or Oost method ~ 

Thtw 9 where the open marlcet value of plan+,- s.:nd 

mc.tchinr::lry as s·.~ts of.' an ongoixl,g lffl.siness which is to 

ch.ange h.ands 1:u·e ·to be e..ssessed» the existing 11s0 
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value based on the DRO must be adopted. But where 

the open market value of plant and machinery to 

remain in--si tu or items no longer in current produc­

tion is required (Derry, ( 1979) o.nd Brown (~·· _cJ .. ~) 

have recommended that ei ther of the DRO or ·where 

cu.rrent market evidence existsî values can be based 

on cnrrent second-hand prices to which an amount 

must be added to reflect the value of the transport 

and installation costs. 

Howeverg where the as sets are to be dis:posed of 

in parts» then either of DRO or market evidence of 

second-hand prices less dismantling and damage 

costs couJ.d be ad.opted. In additions for the latter 

method~ the :penrrntations of quanti ty and nature u.f 

assets, time pressuress appropriate sale method a.~d 

othe:i:· :t'ac tol'S are seemingly endless and the ya.luer 

must i:n.vestigate each case thoroughly (Derry, 1985). 

The current replacement cost is defined in the 

Guidance ·notes ( 1990) of' the Royal Institution of 

Cha:.ctered Surveyors as: 

11 '.L'he cost of replaci11g an asset wi th an 
identical or substantially similar new 
e.sset having a similar output or service 
potentials~ including costs of transport, 
installationP commissioning costs, consul tar1ts~ 
tees and non-recovel'able sales tax and duti.è/3 ! · 
SAVP ·t 6. 

It has however been the view of valuation 

e:.c1-,erts and inst:i t tJ.tions (Derx·y . ( 1991), P.earoe 

(1979)» lYiillington (.f>.J2• .Q.1:.~), Nigerian Iristit1-:.tion 
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of Estats Su.:r.ve~io::i.•s z1.ncl VaJ.uers (NIESV') Gl·uidancr.1 

Notes ( 19(:35), eto • the.t thE~ DRO is a method of 'bhe 

last l~esort. In e±'fectp it is applicable to propelJ~­

.,~ies (inoluding plari·b and machinery) which a:i:·G :r.o.1:r:ùY11 

if eveI'11 r1old e=wept by way of sa.le of the btuJil'.L~l:ls 

as a wh.ole, Examples of this a.s 0011tained. in the 

Guidance Notes ( 1985) of NIESV a:r.e oil ref'inei·i~~~e 

chemical wo~:·ks, q1.1.ar.ries, and limekilns and facto:r: ... , 

ies that ax·e no more than cladding to speoial:Lst 

1?la11t and I)Grhaps :f'act~ries located in a remo'te a:r.'EH1 

:i';c)r par'tioular :r.easons ·, . 

In conolt1.sion, we need also to assess the 

e:idsting use value of the plant and machine:c•y by 

dei;œeoio:ting: i·b ovel' i ts remaining econo~ic wo·.rki:::1~'.; 

lifeh at least, for ::f'in.a.noic(L yaluations, The 

prooeà.ui•e r:u~d lTAethods o:r assossing depreoia:tion 

will 'be d.e;:;~l·b wi trJ J.ater. ~l'ha n0t ou.:i::·rent replao e­

rnent oos·ts will th.en be su.bjeotect ·to edequate 

po"cential protit:ability t~~rbing, ha.ving regard to 

tho tote.l asse·bs employed. 

li part :f'rom the abovÎ~ methodrh appraisal li ters, .. 

·t;m:•e is t:Llled wi th oth.er oqnally important method~\ 

fo:t.· ~~s1:Hiie1i;:i1'l.g ·the ·value o:t proprietary interest in 

land. :rhese inolud.':l~ 
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i e Residual . tc:1chnique, 

ii. Investment methodt andp 

iii. Profit/ Account rnethocl. 

(r·Ullington (~~J~ .. ~), :81:itton ~~ ~. (9..E. ill), 
Kinnard (.Q.E. 2.ll), etc • ) 

It may be neces_sary to know whether any of these 

methods can_be.equally applied in plant and maohi­

nery valuations. For instance, in residual method. 

the valuer is only interested in the site value andP 

wou.ld therefore not lJe appropi-late for plant and 

machinery valuation. Also:1 since machinery is not 

kept as an inves tm.ent as some buildings are ( Bro·wn 

C?"J?.: _2i t t, then~ i t is doubtf.ul whether Investment 

method of valuation for land and buildings could be 

applicable ta plant and maohinery valuations. 

G·ermane to the above, since the value of a 

machine is determined by its out:pl..1.t» productivi ty 

and quality relative to other a.ssets available in 

the market at a par"ticular time, and place and for 

a stated. put•:t:iose (Brown 9J2, P..\:q), i t is not 

imJ1ossible ta make recourse "bo profit me'thod for 

assessing the existing use ve.lue of plant and 

machinery assets in properties having tz•ading 

poterrbials, This is 1:ia.:r.•tiotüarly importrJ.nt sine e 

th.es e properties ( !)la:n.t ~,nd mi::tchine!.'Y incl1.1si ve) 

have element of ei·ther :f.'ac·buciJ. or legal monopoly 
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Üiillington (op. cit), l1owell (op. cit), Desmond 

and Kelley (1988). 

From the foregoing therefore? profit method 

rna;y be considered approl)riate for plant and machinE:i::t.\V 

assets in public houses, cinemas, bingo clubs~ gam­

ing clubs 1 theatresp specialist restaurants, petJ:'ol 

i'illing stations, betting shopsp and other specia1is~, 

leisure and sporting facilities. 

2. 5 i'·:·;i:i:rrT-H)DS Ç):)}'. DEPRJ~CIATING· !~NT A:ND ~CHINJï;"Fr'~r 

DGrber ( 1982) and I·hayer ( 1983) have both 

identified the estimation of depreciation, when ,"'"',:-;·:;;,-""'·~~;""-,, 
.,,,,~~,~ :~~:.,-~---.. ~~ .. ~: ~~~"-. 

undertaking plant and machinery valuation on al~/(" "\?>·, 
existing use basis adopting DRO approachll a.s t

1
~~.â co;:i,c;; ): : 

concluded tk~\, ··,'.·,. /·' central problem. Derry .< 1991) 
'i,\,i\:-:.?::··~·:;._ .. ,~.r .• J.. .... -~ ./ 

i t is ·t;he most :tundamental aspect of the valuer' s"·,<'.:\:.· ..... 

art. On this» Armstrong (1903) and Ojo (1984) 

had ear·lier maintained ·cha't depreciation can only 

be accurately ad.justed for by an engineer who 

has thorough lrnowlt-:;dge of his :profession and intimato 

acquaintance wi th particular plant and machinery. 

In adcli ti on to the a bove ~ Oko ye ( 1 986) de spi sed 

the current prac.,·bice of' et1timating depreciation usin.g 

mathematical techniques sj.mile.r to th.ose described 

by Ring ( ·1 ~J65) sinoe, 
11 in the absence o:f. ma:i:-ket transactions 
or clearly d.efined co11st:i.~é1.:Lnts these 
es"timat(.}s a:i:·e o:t c.loubtful ,,I/Orth11 

• 
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\i o od et al • ( H)!7 9·) ~ and Uo efuJ. ( 1 96 o) h.:?.ve also ..... ~ ......... 
iclenti:f:'ied three other rt'1/:J thocls of de1)reciat5.o:.1 as 

the Diminishing (Red1:i.cing) :Oalànce ~ Straight - Lin(:3 

and Residua1 (Hevaluation or Scrap Value) methoôs, 

And.1 according to l!loef'nJ. ( 01J. ci t) comnutation of ... :;. -- .... 

depreciation using a.ny of these mothocls invobre 

considerat:ion of the depreciation base, the estimat,,::. 

life of the assets and scrap (salvage) value of the 

asset. 

Given the different yiews on the method.s of 

eotimating depreciationM three methods appea.r clom.:.­

nan·i; in the li tera.ture. . '.l'hese are: 

i • S ·traigh t - Line method 

ii. Reducing (Diminis}.üng) Balance method 

iii. Revalua.tion (ReE:idual or Scrap) Value 
method. 

The method allocates e~ual portions of the 

asse'b' s cost less salvage value to equal s.mounts in 

time in th,:; life of the as set. Thus, i t assumes 

"chat the cost of the asset expires as a s·t;eady 

(stra.ight-liJ.'lEI )function of time. The depreciation 

cha:t'go foi• each year co.n b~1 oom:pu:bed by the follow·· 

ing f(.:,rmula: 

CODESRIA
 - L

IB
RARY



34 

Under this method, annual depreciation provision 

for an asset is calculated by applying a fixed per­

centage to the balance of cos-es not ;yet allocated 

as an ex.pense at the
1

end of the previous a.ccounting 

p1-3riod. Therefore, the balane e of unalloc ated costs 

will continue to decrease each year, and, aJ.so wi th 

a i'ixed percentage, the depreci~tion provision will 

be les~ with each passing years. 

Here depreciation charge is te.ken as the diffe­

rence between the current value of a new item but of 

a similar nature to the old pla.nt and machinery 

being valued and the value/oost of the old itemo 

Depreciation as observed by DerI'Y (1989~ 1975» H'./Çrl) 

and Foord (.9.:e. w), is influenced by the folJ.owing 

factors~ 

i. total economic working life of. the item 
in question» 

ii o age and rerMt.ining eoonomic worlcine li:f.e~ 

iii. condition, 

iv. standard of mainte:nanoe, 

v. degree of use, 

vi. wo:r.k.1.oad to wh.ioh i·b is subjectedP 
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vii • sui tab:LJ..i ty of the:: ~tss et :for the use to 

whJ.ch it is :pu.t, 

viii. efficiency of 11lant layout, 

lx. condition ancl stü tabili ty o:.f. the 
buildin~~ 

x. tenune of the building, 

:ii:.i, deg:r:e-le o:t.' technical obsolescence, 

xii. replacement of com1)onent :parts, 

:dii. location of the factory and r':lui tabili ty 

of communications, 

xiv. residual value at the and of the 
econonri.c lif'e, and 

x:v·. any oth(;::r.' reJ.evant f a.otors. 

Tho conclu~iion f.rom the E.1.bove .is tl1at depraci,?t ... 

tian could ,ü ther b~i taken as allocation to · 

cost or a fall il'l price or deoli:n.e in value" It 

is also ooneicle:red as a func t.:i.011 o:t' cn[';ineerir.i.g 

lif0. But it should be noted» as discussed above 

that use is no·t the only reasan o.ff'0cti11g depI'(~cia­

t.ion of plant ancl machine:r.•y ~"l.t=-jSt~ts: deoay» rust, 

corrossion. ~nd similar ,agencies ~nake their contri-

b1.rcion to physicaJ. dete:tior2.tic:mo Bosides, 

mac:hin0 or a pl:::~nt is oom.po~~ed of many pé.ï.rts having 

di:f.fercrn.t; en.gineerir1g life~, 
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2. 6 KIJQ1.\rLjJDGE C Ol'JTBlTT OF PLANT AND MACHINERY 
VALUATION 

A cursory look at the abovc discussions reveo.l 

that plant and rnachinery valuation require the 

knm•!ledt~e of valuation principle s and methods, law 1 

economicsf technical skills, etc. This is in agree­

ment with the views expressed by Ojo (1990) that~ a 

plant and machinory valuer should: 

i. be familiar wi th the yearly governrnent 
fiscal policies, 

ii. be current with the country's financial 
trend and stock market performance, 

iii. understand production process, 

i v.. have worldng knowledge of insurance 
practices, 

v. understand the law of fixtures and 
fittings, 

vi. understand property law within his 
countr~r of practice, end 

vii. be; familiar with factory ordinances. 

He further added. that the above requirernents are 

exclusiv0 of the knowledge of basic valuation princi­

ples and rnethods. In conclusion therefore, Ojo 

( 1984), though a professi01'1al engineer and an 

estatG surveyor und valuer in J:Tigeria., rnainta.ined 

that: 

11 l'rofessional engineers per se do not 
know the ba.sj_c principles involved in plant 
valuatio11, so they ar·e not competent in 
plant valuation. Besides, plant valuation 
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is an integral part of estate management 
prof0ssion and should be practiaed by 
estate surveyors and valuers specialist 
in plant valuation". 

This is a tentative view which can only be supported 

by empirical studyP and» it is the subject matter 

of the following chapters. 
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OHAJ.-'TER TBREE 

RESULTS AND DiSCUSSION 

In the last chapter, the principles, bases, 

1;1Gthods and procedt.U'e of undertal{ing plant and 

machiner-·,. valuation by engineering and, estat(?. 

surveying e.;:1d vr::i.lufl.t.ion firms were established. This 

chapter t:herefore sets to empirically stud.y the 

prac tice as i-t obtains in "Che study are o.. The 

pr-ocedure adoptec1 is essentially through the colla­

tion, analysis :1.11cl compe,ra:bive interpretation of the 

data collected. 

3. 1 .1. Y..§..~?:-:tê--9..l..1Dstablishment 

From 1r.able 1 below, the su:r•vey indicates tha.t 

47 .. 1 par ce::.'lt of 'the respondemt (#Jngineeri11g firms were 

established within the last 10 ,years whilst 29.4% and 

23. 5% have been in ope:ro:b.ion s incs between 
( 11 - 20) , .. GD..rs end ab ove 20 yeo..ï."S 

res:pec1avGly. · ~~hc, corrGspona.'ing :t.1.gtœes · 
indice.te tha.t 35o.3 per cen·b, 4'7.1 percent and 17.6 

pe:r cent of the respondent firms of astate surveyors 

and ve.luers have been in e~cistence since the last 

(1 - 10) yGars, (11 - 20) years and above 20 years 

e:1.go respectivel;1r. 
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'.I:able 1: Years of Establishment 

1 li1irms B:ngi!1eering Esta te . Surveying . 

+-f----~~A~g~e~~(~1-·_11~J. ~-~-r_e~a~r~-s __ -)_-_-_-_-_-_-l_i_o_-_~_.J?_<::_r_c~E:n-t--lJ-; P er ~nt J 
Between 1 - 10 8 47 .1 G l 

35. 3 i 
Between 11 - 20 5 29.4 8 47.1 i 
.AbovG 20 4 23.5 3 17.6 

i--------------··-----------------
Toto.l 17 100 17 100 

-----
Source: Field Data Analysis (1992) 

3. 1. 2 ]lr;,P.e.rience in Plant and· MachinE:;_:y 
Valuation. ------

On whether both re,9pondent firms have handled 

plant and machine1".V valuations before 1 the figures 

in Table 2 below reveal that only 11.8 percent of 

the respondent e11.ginee1"ing firms answered in affir­

mative whilst the remaining firms (8802 percent) 

signifiod that they ho.ve never undertak~n pls.nt 

and machinery valuutiori be fore. On the other ha.:-id, 

o.11 the respondent es·bote s1.1.rve;ril'1g firms answered 

in the affirmative• 

-·., 
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Table 2: Experience in Plant and Machinery 
Valuation. 

·-
Firms Bstate ' ! Engineering Surveying 

.. - .. _j 

J Options No Per ceilt No Per rc:8nt ! 1 --------...i 
Yes 2 11 • 8 17 100 

No 15 88.2 
i 

~ .. -r 
Total 17 100 17 100 i 

! ~---··-Source! (1992). Field Data Analysis --~-

3. 1. 3 Instructions on Plant and Machinery si::.1ce ___ ....... _....._. ____ 
"1" t b., • 1 t .us a .Ll.SJ.1me:µ_. 

To further confirm their expl(,l:'°IG:nce in the field 

of the subjGct under consideration, Table 3 below 

shows that 11.8 percent, 5.9 per cent 1 11.8 percent 

and 17.6 percent of sample firms of engineers gave 

an indication to have handled between 1 - 5~ 6 · - ·10, 

11 - 15 and above 15 instructions respectively o:?.1 

plant and machinery valuations since their establish­

ment. However 52.9 percent of the engineering firms 

sampled did not respond as they all cla.imed. not to 

have received any instruction on plant and machinery 

valuation be fore. The fig1.1res below reveale d that all 

the sampled f:Lrr.i.s of esta.te surveyors and vo.luers 

have in one way or the other received instruction(s) 

011 pl8.nt and machinery since their establishment. 

The corresponding fis1.1res are 11.8 percent, 1706 

percent~ 5.9 percent a.nd 64.7 percent for 
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insti-uctions ranging from betwe:en 1 - 5~ 6 - 10, 

11 - 15 and above 15 respectively. 

Table_l~ lfo of Instructions 011 Plant and Macl"Li.ne::::·y 

r-~ Firms Enginee1"lng Estate Surveying 1 

r-----------·~~--~--------
Î I11structi011s No Per cent No Par cent! 
t _______ ,____. -------
1 Between 1 - 5 2 11.8 2 11. 8 

1 
1 Between 6 - 10 1 5.9 3 17.6 
i 
i 

I
' Betwe&n 11 - 15 

Above 15 

2 11o 8 Î 5o9 

3 17.6 11 64.7 
1 
; 

i No Hesponse 9 52.9 -
--------·---- - .... --....... .---.. -·-~-----.... --.---·"'°'. 

Total 17 100 17 100 

Source~ Field Data 11.nELlysis ( 1992) 

3.1.4 Types of Instruction 

The r<::sul ts as o.nalysed in ·:~able below indice.te 

that 47.1 percent and 11.8 percent of the rGGpon­

dGnt firms of engineers have carried out industrial 

valur.:1.tions for tech11icE.ù details and valuation 

proper respectiveJ.y. :Sut~ 41,1 percent of the 

engineering firms did not rGopond to this question. 

Of the 11. 8 per cent r12spcnd011t e:::1.gineering fir:ms 

that clair:i.ed to have undEJr"ba.ken plant und ma.c.hinery 

vei.luation before, i t wa.s diricovered during the 

interv.iew th.7i't the:t werG cor1fusin~~ vaJ.uation with 

evaluation of projects bafore constructione On the 
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oth0r hand ~ 64. 7 per. cent 9.r.tcl. 35. 3 per cent of the 

estate surveying firms sampled for this study have 

cith6r und5rtaken only the valuation aspect or both 

thG technic2.l and the valuation details respE:ctively. 

Tabl6 _4..:. Type of Instructions 

·-----..-....-..... ---···"'··------·-- -·--
. Firms Engineering Esta.te Surveying l 
~-----------~-~---- ------,-·k·-··-···-----f 
! Ca tegory No J?er cent No ];' er cent Î 
~-----------·--- ----·--------4', i t, i. 'I'echnical 

details 8 47 .1 -
ii. Valuat.ion 

proper 2 1108 6 35.3 

iii. (j_) and (ii) 
above 11 64.7 

iv. N° Ol'lE: of the 
above 7 41.1 -

•r.otal 17 100 17 100 
·---· ---·------·---... ---.--·--··~-------

Sourceg ------ Field Datn Analysis (1992) 

3. 2 HASES . Of.' ï!ALU.A 1:.i:IOI1 

It is observed from TablG 5 bolow that while 

maj ori ty ( 76. 5 per C(f.n·b) of t1.i.e sampled fi:i.•ms of 

6 s'liate su1·veivo:r.s and valu.ers adop t existing use 

basin for plu::.1.t !lnd mr1chinGry in balance sheet 

valuations only 17.G percent a11d 5.9 percent 

make 1J.S€l of reinsta:bt;msnt c.ncl i11.denu-ii ty basis 

-l 
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T~~~5: Balance Jheet Valuati::m 

~I ------~~-~rm~===~~~;~ri~~--E;tate~~veyin:J 

il- 1 Bases lfo ·Tor cent Ho 

Existi:ng Use 

RE.instatement 

1 Inderrrrü ty 

1 Wo Response 
j 

2 

15 

13 

1 "î. 8 3 

1 

88.2 

~----... ---------~-
17 100 17 

Field Data Anulysis (1992) 

5.9 

100 

respectivelv. These firms (76.5 percent) believed 

that balance sheE:t ar-e m.eant to show only the value 

o:f plant o.nd machinery to the business a.s at a 

particula:r date. But~ rnost of the engineering firms 

interviewed (88. 2 per cent) did not respond. while the 

r0nmining 11.8 pc-œ cent of the- same sample considered 

the adoption of reinst~-:i.tement appropriate for 

bfalance i-:il1Get purposes. Most of the engineE.ring firms 

(88.2 per· cent) sampled cl8..imed the.t they only handle 

technical dets.ils and not issues relating to economics 

or valuation matters. J?e:r·haps the same reason could 

be D.dduced to their resi)onses to qu6 stions tho.t f orm 

Table G through 15 below. 
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The responses in the Table 6 below. also reveal 

an understë~!1ding that while 29.4 percent, 35.3 per 

cent and 29.4 percent of the respondent estate 

sm .. "veying Ïirms would adopt alternative use, existi:ng 

use and reinstat6ment bases respectively for surplus 

assets in the balance sheet, the corresponà..ing figures 

for- the above bases of samplecl firms of engincers 

were·5.9 percent each respectively. Some, particu­

larly est~te surveying firms, claimed that it is the 

letter of instruction that will stipulate the items 

or assets to be valued and, that, it is not the duty 

of vo.luers to consider any surplus assct unless other­

'I.Vise specif ica.11,y instruc ted. 1rhe analyses further 

reveal that 82.3 percent of engineering firms and 

5.9 percent of' estate surveying firms sampled did not 

respond to this question. 

Table 6! Valuation of Surplus Plants and Machineries 
in the Bal.Stnce Sheet. 

----
L~~~~-
1 Bases 

Alternative use 

Exiff~ing use 

Reinstatement 

Indenmi t.v 

No Response 

Engineering 

l'ifo Per cG:nt 

1 5.9 

1 5.9 

1 5.9 

14 82.3 

Estate Surveying 
ï 

No :Per cent 

5 29.4 

6 .35.3 

5 29.4 

1 

Total 17 100 17 1 00 , ~--~~~~-~-~----~~~--~___j 
S ~~~ Field Date . .Analysis ( 199~~) 
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3.2.3 ~-~1~~
1

Al ternative__!Jse Va~~in .!~ . 
.:..~_iill2,~~-i2 ... .' - -t 

On whether alternative use value should be 

reported in the balance sheet for plant and mo.chi­

nery, it is noted below (Tab1e·7) that ma.jority 

of the astate surveying firms (52.9 percent) 

samplecl did not co:n.sider i t ir11portant while about 

4 7. 1 P.~r cent v iewed 1t as ei ther very or f a.ir ly 

-important, importai~t or of some importance. 

(47 .1_ per ce-rit) claimed that if alternative 

1.rhey 

USG 

values are repor·be(3. for pls.nts and mac.hineries in 

th<a balance ehEH,t, -~he11, the directors of in<11.1strièù 

concerne could (;s.sily detect wh(:r~her or· 11ot the,y 

are being gltü:d'tüly employed in the business. On 

t1'1e othei", the few l"espondent firms of e11gineers 

that :t'espond.ed (11.û pe::r· cent) preferred the i:n.clu­

sion of alte.:r·110.tive u.~e value i11 the balance sheet 

while b8,2 percent of the se.me eample did no't 

indica,te the il" preference, Perhë-lps, the resporwefl 

of the few engineering firms were ba.sed on lit-ers:ù 

i11.terpre to-ciO!'! üf the al te:t:neti.ve. usa value. CODESRIA
 - L
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·.rable 7 ~ --·....- Reporting Alternative Use Value in the 
Balance SheE:t. 

-- _-i,.. 

Firms Engineoring Bsto.te Survey.:i.ng ( 
l 
J ·-- . -- -Options Ho ;per csnt No··.; Po.r cent .. i-·· i 

Very Important 1 5.9 5 29.4 

}Pairly Important 1 5.9 

Important 1 5.9 2 11. 8 

Of some Impor-
t(-.t.ll'l.1e 

Not Importcmt 9 52.9 

No HE: sp ouse 15 88.2 -
Tottü 17 100 17 100 ___ ! 

2...9.}l~: Field Data Analysis (1992) 

As reflGcted in the Table 8 below with :rospGct 

to insurance valuat.ion of 11011-rep).aoeablè plant and 

machinery, 11.B percent, 17.6 percent, 11.8 per 

C\'U1,t and 58.8 per cent respectiVely Of Sampled 

e state su:i.--veyi,ng f irrns \'Jot'l.ld adop t alternative use, 

existil'J.Œ use, rei:.:J.1-3tt1. temen t and i11denu1i t;y base,':l 

re1;Jpeo-bively. \~fhilG only 11()8 por cent of enginee::ring 

f irms pre:ferred e,t:i,9ting use basis , Majori·ty ( 88., 2 

pel" c0J:ü) of the ssi.ma sc-~mpla of respondent firms 

dld no't r1:;spo11d. 

CODESRIA
 - L

IB
RARY



47 

Dases of Valuation for Non-Replaceable 
Plant and Ivlo.chinery 

!~-·---------,-~ ..... ·-·~------- -----
Firms )~ngineering Esta te Surveyinf~ 

..__..._.,·-----··----·-----·-·--·-· ... ·----··----·--
Do.ses i'ro p er cen·I; 

----- ~--·------- -·---~-
.Alternat.ive Use 

Existi:ng Use 

RGi11.statement 

Inderruli ·by 

No ne cip onse 

2 

15 

11. 8 

8B.2 

2 11. 8 

3 

2 

10 

17.6 

11. 8 

58.8 

rrotal 17 100 17 100 

flou.rce ~ 1.l'ield Data .Analysis { 1992). 

GOODWILL VALUA1~ImT ... . . ' 

3.4.1 Goodwill and Existing Use Be.sis 

It ir3 noted. in the 11:able 9 below that maj ori ty 

of estate surveying fil"ms se.mpled (70. 6 per cent) 

do not normally cons.tder gooclwill of plan·t; and 

machirrn:r•y o:f' indur-l"iïrial concerno for va.luations 

on existing use basie whil~ only few (29e4 percent) 

mJ.8wered i11 ai'fi:rm1.°'tive. ·.Nie.y (70.6 per oent) 
c lo.imt::·d 'thn t o.po.rt from be:ing Q. ma. ttGr of 
c onvért"-€ïon; gooch1,1ï1J. i':;i l'lot Gas~.r · to · id Gr~ 

·ti;f:Y ~, th1..1t i t .is no't alw{:;1.ys .sta.ted in mosi-1; 

i11st:r.uc ti,ons gi ver.i. by ·the il" clients. 1\lso, most 

of -bl1e re~~1)ondent erig.inee1"i:ng firms did not 

respo11d while 5o9 per cent of the ssune sample 

o,n:i.,'3idered goou.w.1.11 fo:r.· va.luation.s on exifft.:µ,.r:; 
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use basit3 important. The reason( s) for this 

disser!ting ïriew or opinion is not known. 

Ta.1::ile 9: Considera tio:n of Goodwill for Valuation 
on Existing Use Basis 

No 

-
Firms Engineering Estate Surveyincr ' 0 -·--- ---.......--.-.-.. 

Options Ifo Per cent no per cent 

Yes 1 5.9 5 29.,4 

lfo - - 12 70.6 

·n .llesponse 16 94o1 

~eotal 17 100 17 100 

:3ource ~ Field Do.ta Ano.lysis (1992) 

J.4.2 Goodwill and Properties Having Tra.ding 
Potential 

Table 10 below is a replica of table 9 as 

the se.me percentage (70.6 percent) of respondent 

estate surveying firms maintained that goodwill 

sb.ould not be t111.lcen into account for even pla11t and 

machinery in properties subject to trading poten­

tials 1v·1hil~ only 29. 4 par cent of the sa.me sa.mple 

conaiderE:d.i'b necessary. In addi tian, the same 

table also indicates that 94.1 psr cent of the 

engineering :f:'irms studied did not respond while 

5. 9 per cen·b oonsidered ·1 t appropria te aud impor·~ant o 
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Table 10: Considerution of Goodwill for Plant 
and Machinery in Properties Having 
Trading Potential. 

-----~-------------------·-
J?irms Engineering 1Tista te Surveying .i.-------------·-------..-.._..------~····--·--· ..... ·· 
Optlons No Percent Wo P er cent -·---·-------------------·--------
Yes 

No 

Ind.ifferent 

1 

16 

5 

12 70.6 

94. "i 
--·-·------........ ........-.. ......... ----.. --... --··-·-L4-·,•-~-···-

1.J:o'tul 1 '7 · 100 17 100 ------~-----------...___..·----------··-----

3, 5.1 Method Mo:::rtly fümtlo 1•ccl in Pr&ctice ,--... --·---·---·----·-..-----.. --.. --

f irms e.dop t cos·t mot:.1.od, :for plî:'.\ll1.i apd mnchinery 

vsùuHtionft while a· signif :Lean t few of -the 

engineei"i.ng fii~ms so.mpled (29.4 per cent) t:i.qopt 

this st:trru~ me·thod. TE,:) i,"t · of the se engineeri11g firms 

( 29. 4 per oe:,1·t) .,clo.imed. · 'to :::i,dopt ·this app:l."oa.ch for 

cost evalu13:bion -(estimat:Lo11) of e11.gineering projectt1 .. 

HOWE;VG!'~ mr:.i.'jori't;,/ o·:('tj'lG eng.inc;cring firms (70e6 

per cent) int(!):rview~c.l. did. ~1ot re r:ipond. 
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~:'able 11: i\iîeth<0d Mostly Employed in Practice ... ____ ., __ _ 
---·---·· .... .-.-....-,--------· 

EnginE:ering Estnte Surveying ··-----.-.......------·-----··---..-..--.-....-.... 
No P er cent Ho P er cent 

··---·--·~-------- ------------~-- - ,., ..... _ 
Comparison 

c oc..,+ r ni:,c 1~~l·-i) ., .., " , .. n I i~, 

Profi"t/Account 

}:ïone of the 
above 

Ho Resp.:mse 

5 

12 

.... 
29.4 17 100 

70.6 -------... ,, . ....,_.,...... ___ , _______ ... _ ... __ ....... _...-.-

ci:otal 17 100 17 100 
-----·---., 

..ê.9B~§: Field Data Analysis (1992) 

J.. 5. 2 Compa::1y I s Profi·b ~d Plant/ 
J,;IâëJ.ünëry· Value. 

On whethei• recou:r.se S.l'!e norma.lly being made 

to the level o:f' company'o profit i11 plant and 

m.achiner·\7 v·t-üuo.tic11s ~ the To.ble 12 below shows 

that only 17.6 percent of the astate surveving 

firr.is s1:1.ir.plecl ,~nswered in affirmative while the 

remainir.1.g 82. 4 per cent of the esta.te surveying 

firme and. 29.4 percent of engineering firms 

intervieweû considered it w.1necesse.ry. They, 

pe.rticularJ.,r Gs"tb.te su1"ve~.ring firms, claimed that 

directoi~F:J O.l"G o.lwc,ys unwilliJ:1g to disclose the 

actual s"be.-bo of their busineisses or, ut best, 

fri.:1uduler,.t o.coounts mav be dif!Closed. It is also 

noted in thQJ snme ·babls below ·bh&t 70. 6 per cent 

of the 1•c,sponde•11·~ e11e;i11.eering fi1~ms did not respond. 

CODESRIA
 - L

IB
RARY



51 

13:ablG. 12: --··--··- Effect of Company' s :Profit on Plci.nt 
and Niachinery Value 

-----~-------·------- ----------·~----
Pirms Engineering Estate Surveying 

Options Ifo Per cent No Fer cent 
~ ''"'~--~----------------------- .... - ... ---

Yes J 17.6 

No 5 29.4 14 82. li 

Indif'ferent 

Iifo Response 12 70.6 
-------------------·--·-··-----~ 

Tote.l 17 100 17 100 

S~~~-: Pield Data Ano.lysis ( 1992) 

3.5o3 Valuation of Plants and Machineries 
BlTvïîfg Trading .l:'0-f'éh""'tiaI. ------ ·--·--------

Pvr plunts and mn.ch.inE:ries in prop0rties subject 

·bo trading pot~mtials i t is observed in Table 13 

below th1:Lt 88.2 pcr cent and 29,4 per cent of res­

pondent f'irms of ,;iste:t;e surveyors and valuers, and 

en.gineerr.1 re1:ipectively adopt cost method of valm.1.­

tion whilst the rem~ining 11a8 percent of estate 

survey:i.ng fti~ms. prefer.red profit .o.pp:r.oache The reasonE 

for a<lopting cost o.pproa.ch bei11g, particularly :from 

the point of view of esb::i.te stu"veying f.irms sampled, 

th1;.tt tlH3 o.ctnal EJ to:te of the business or acc.:>u11t :may 

no-t be di:::t.~losed ooupled wi th the spGcial.ised 

nFJ.ture of i:ibe: valui::Ltion. 70. 6 per cent of the 

se.mple of ex~gi11eering firms did not responde 1rhis 

msJ.y pG.rho.pr.3 be interpreted to mean that the,7 are 

not familiar with this tvpe of valuation. 
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Table 13: Tulethods of Valuation for Plant and 
Hachinery in Pro::.Jerties Having 
Trading Potential. 

R rms Enr:·ineerins:r 0 0 -- . ----~ --~---------....i. 
~ Meth~ds I,;~---P~r cen:. __ --~l-\T_o __ P_e_r_c_e_n.~t-.....1-

Estate Surveving 

Comparison 

Cost (DHC/R.C) 5 29.4 15 88.2 

1 
Profit/.Account 2 11. 8 

1 lîone of the 
1 

1 

above 

L i-Jo Response 12 70.6 

~ 

1.Cotal 17 100 17 100 
------------

Source~ li1ield Data .Analysis (1992) 

3. 5. 4 H~_th?_cl of Valuing Surplus Plants 
and Iviâcniner1.es 

The Table 14 below o.lso indicates, that 82.3 

percent and 11.8 percent of estate surveying and 

GngineGring firms sampled rG1spectively would adopt 

cost method evon where plants and machineries that 

o.re surplus to company's requirements are to be 

valued. They, particularly esta.te surveying 

firms, claimed that accounts prepared by account­

ants in Uigeria are not reliable or that the 

dire::ctors ma~r refuse to disclose the true position 

of their businesses. Of the engineering firms 

sampled 88.2 percent did not; respond while 5.9 per 

cent and 11e8 percent of the r0maining estate surveving 
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firus preferred coopo.riso~ _o.ppr.6.ncJi_~d- profit. m.ethod 

respectively. 

Table 14: I-!ie:thod of Valuing Surplus Plants and 
M:achineries 

~----.. --...-,-·---------
I~irms t'ngineering Estate Surveyi~g 

i--,.,-------·-·----' ·----------
MGthod.s No Per cent No Ber cent 

---.. -----·-----.... ----·----
Comparison 

Oost (DHC/RC) 

Profit/ Amou:.1t 

None of the above 

No Response 

•.rot al 

2 

15 

17 

11o8 

88.2 

100 

1 

14 

2 

5 C) 
0 ~ 

82.3 

11. 8 

'---------
17 100 

Source~ Field Dnta Analysis (1992) 

Table 15 below indicates that 88.2 percent 

and 5. 9 per cent of samp led CH:1·bate sux·veying and 

engineering fi:r·ms respGctively do take into 

account movenble plants and mstchineries like 

motor velüclss~ Cl"anes, etc., for in.c.lu.strial 

vo.luo.tions purposes wlüle the re11mini1'lg ( 11. 8 

per cen't sample of e1;1ts:te ourveying firms cousiclemd 

it unne:cesso.ry. However, ')4.1 per cent of the 

engi!'l.e~ring firmG sm.mpled d.id.. 110b rospond. 
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Valuation of Moveo.ble Plant and 
Machinery 

-
:&1irms Engineering Este1.te Surveying 

.. ·----
Options No Per cent No Ber cent ___ _,_ ___ -------
Yes 1 5.9 ·15 88.2 

No - - 2 11. 8 

ResponsG 16 94 .1 - -
Total 17 100 17 100 

--.. --~---
Sour~~: Field Do. te. Annl'.rsis ( 1992) 

l 

1rable 16 below shows tlw.t most esta.te 

surveying firrn,g ( 70. 6 per cent) o.nd enginee1"i11g 

:eirms (76.5 per cEnt) samplGd adopt straight-line 

method of depreciotion in prcctioe. 1706 percent 

,'E:1.nd 5s9 percent of the (18.llîple of esta.te .=3urveying 

and enginee:iring firms l"O;îlpec·bively pre;ferra.d :Oimini­

shil'ig :ac1.l"1,1:lce method while ·hhe corrcsponding 

:f'iœurer:1 for t~crap ve.lue are ~. 9 per cGmt and 17. 6 

per 0G11.t reispect1vG11• 1:r)he ·table furthe:r. :revecüs 

·tho:b oi·J.l,r 5 o 9 pE:ir oe11·t of ·the a~mple :.firms of' 

e:::Jtate survev<)I'S i.:md v~tlue:r.•s ndopt Sinking 1J'm1d 

m~thod. 
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I\:i.ble 16 ~ i'!îethod ;Jostly E1;1ploved i!1 ?ractice 

-·· .. -·-····~------------·-· -----·-----~---', 
ï11irms J.t.1.gine,~ring Esta.te Surveying 

_.,,..---.. .. -.-..---.-.-.. .-..------------··-------· .... -------.-----~-----
L'ïe thods No ]?er cent No P Er cent 

----------~ ·----···----..-·---...-.-··----

Diminishing 
Bal[t.11ce 

Scrap Value 

S inking ]'und 

13 

1 

3 

76.5 

r, 9 ..,. . 
17.6 

12 

3 

1 

1 

70.6 

17.6 

5.9 

5.9 
---·~-------·---···-----

Total 17 100 17 100 

Source: Field Data Analysis (1992) 

3. 6. 2 },'~.9.9.~.9-.Yr.§ ___ ..9.f_ Adjustj,.;qg~_f9J:': 
J).~.P f § çjJ.Ü.1.Qll. 

In adjusting for depreoiation, Table 17 indicates 

that some engineering firms (58.8 percent) and most 

estate surve~ring firms (76,5 pel" cm::i:~) sampled. · 

carry ·out this in the m±'fice while i~ 1. 2 per cent 

and 23.5 percent of the respondent engineering 

a1-;.d esto.'te surveying firms respectively considered 

i t not appropÏ"it:J.te. 

~àble 17 ~ Off ioe Adjustm.e-ii:it for Deprecia.tion .. ....,......_, ....... 

~·-···lft-· .... -----·--.. ------------------------. ---··----
1 . T!1irms Engineering Es ta-be Surveying . 'Î r·--.. o~··ti(;;~·-- ;io. --P~; .c.e1rl ... !~;----2-e-~;---c-·e-i1 .... t-. _,....t 

-.....-..-,u..,e.....-.......... . -· 91f!4W-0- ..... t:9 - .... J i•• 
' ! ~8.8 1~ 
1 ~ ~ 

1 lfo 7 t~ 1 • 2 4 · 2) C 5, 
l.....,..,...-.-..~ ..... ......_,..__ ..................... ..,,~.., ..... -.,. ... ~.._,_,.,_ .. ___ ,.. ___ .;._.-• - ... ••·• ,.,,.. • \"' ..;,,. et e · 

10 

f 
r 

17 100 17 . 100 .; 

____ ......_ 1hl• ----~~ .... -.. -~-· .... ----· ..... -,--------..... ...-.... 

8ou1"'~e~ li':Leld Dl:1.·c,~ An;;1.l;ysis C'1992) .,. 
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3. 6. 3 .l.111,&ld _Ad.jur-itment for Deprectation 

I11 o. related quGstion to the one analy::ied in 

T:ublE:' 17 a.hovs II but on the importance of w on-thG-

spot 1 !?...S!Sessment of deprecii:.tion during inspectiœ1s 

1:Cable 18 bf::low shows that all the l"espondent 

engineering nnd. estaté surveyü1g firms consid6red 

it ei th.er very importent, fairly impo:rt&."1-t or 

impo1"tunt. 

Table 18: Field Adjustment for Depreciation ______ , ___ ._ ____ _ 
Firms Bngineerin~; Esto.ts Surveyi:ng ,__ ___________________ .. .,,.._. ____ ...,,,.. ________ ,_ 

Opticins :No Per cent ·----~-------...-· ..... --------
Very Importa.nt 12 

li'oirly Irnp or·tant 3 

Impo:rt::.i.1:1·G 2 

Of 1:J ome 
Impo1"tci.noe 

Not Imp ortn.nt 

... 

70.G 

17.6 

10 

4 

3 

Source~ ]'ield Ds:tc. Ano.lysi~1 ( 1992) .......... ·-~-

23.5 

17. 7 

-
... 

I·b is :n,'.'.lted il'l. Table 19 below that mt1.j or1·l;y 

of el1.gineerit1.g ( 880 2 per o~l'l"~) end es·~a. te surï.te1y­

i11g ( as·. s pcr oe:ut) f il"mFJ so.mplecl did not ft:.tvou:i:· 

grouç:Lnt:: of simil;;il" pla11ts and nK\ohirieries 
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together for depreciation. Their receons being 

that ::d.m5.lE1.r items may be subjected to different 

i~:i.te1~.si t-.r of u130 o.nd maintenance. Ho•Never, some 

(4î.2 p8r cent) of estf.1.te surveying firms sampled 

;c:nd fisw ( 11. B per cGnt of the respondent firrns of 

€~i1gi:neers considere:d.!.t o:p-proprio.te. 

~l:able 19 ~ Group Depreciation of' Similar Plants -~--
li'irms r:ngi:ne ering Estate Surveying __._.,__-··---·------------------~ 

lfo Per cent No Ber c8nt --.. --.-
2 11 • 8 7 41.2 

; 

No 15 88.2 10 58.8 

17 100 ·17 _______ 1 __ 00 . - '. 
Field Data Analysis (1992) ~ -S ou.rce; 

3. 7 J]J'lE}JTORY M·m SGUEDULE COMPILA11:J01'T 
• • • ..... • .. lft, . • • 

011 i::1vento:ry o.nd schedule compilation, 
whilo in Toble 20 bslow 41.2 DGr oen~ 
oi' · ; tht-.1 '· i'G.spo.nd~:L'i..t .. ' :. e·sto.te · su±v~iring · 

f irm::i C'.01isiélered. ·che employment of spocialist 

( e1:1ginecar,s) not impo:t•ttï+nt o·therri viewed i t as 

Gither ver~r importt:1.nt (29,4 percent):. or o±' 

some inrportc.nce (29.4 pe1'. eeùt). However. the. 

engine<aring firm.s ,gami:,lsd oonsidar i t ei thel' 

very ir~rportani; (?o.6 per cia11t) .:ir i.ti11:cr.rhm1t 

( 29. 4 per oe:1t), 1.i:h::ise es-h&i:be surveying f irms 
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of F1ome in1po:r-t,u1ce claimed that specialists n:ra 

only needed :for i,pecia.lised plants while thoso 

who aJ:lB,Ne:'.'ed to the contrs.ry (41.2 percent) 

believed ttat cven for specialised industriel 

valuation it ie the production process ths.t. 

mattel"S anrl not the technical details, 

}J1i:r.'!t.s rnngineering Estate Surveying 

OptiOl1f.':1 Ifo J?er cent 
i--,-----··· ............... _._, ___ ,.... ___ ...... ...,.lllft_,,,...a. ........... _._..._~ ...... --.---------· 

Imp ortur .. 1; 

Of Som.e Impo1"· 
t r:·J,llO e 

,~ 70.6 

- -
5 29.4 

- -
- -__ ,,. 

17 100 ........ ~,,--
}.i'1éld !)1;;1tt\ 

5 29. 4. 

... 

- -
5 29,4 

'7 41.2 
,., e .,.........,. -·~1 

17 ·10.0 ---- ........ - - .... 
Analysis ( 1992) 
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OH.tœTER FOUR 

,SUMi\,V,HY A:r.m .POLICi IMPLICATION OF 
•. . Fil{DI~GS ... ··- • 

1rhe data that consti tute the empirica.1 base 

0-f this stndy were collated and analyssd in the 

Drevious chanter. .... . ..... 

This chapter therefore focuses on the summary 

0f the observations 8.$ deduced from the analyses and 

their implications for plant and machinery valuation 

prc.ctice. 

4. 1 S11Tu11fü\RY OF J!1 INDIHGS 
. . ' ~ . ' 

tr.1.1 Information on the Firm 

1.rhe empiricnl study indicates that esta.te 

s'.J.XVeying fix•ms sampled received more instructions 

on plant a.nd rnachinery v.::üuat.ions than the respond­

ent engineGring ±'irms. However, while all the 

estate su:r..·ve~ring firms studied have since. the.ir 

e ste.blishm.l:n"bs, in one wo.y or the other, handled 

plant and machin<:iry v.::ùus.tion before, only few 

respondent engineering firmr~ could claim same. 

Thus, from the survey, eotate surveying :f'irms 

m:·e more involved in plant o.nd machinery valuations 

tho.n· th~ en.si:neering f i:rms in the study ares.. 

. ·:· ~ , . 
,"'t ••. ' 

/ 
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It is ::ùso recogriised in the studv that while 

most of the respondent firms of estate surveyors 

and valuiars Oll.gage in a.ctual valuation of plant and 

mD,chinery, fGW of the engine Gring firms studied that 

do receive instructions on ee.me 1..mdertake only 

techniccü cletailso 

4.1.2 Bases of Valuatiol} 

4. 1. 2. 1 Balance Sheet Purposes 

It is observed thnt while mnjority of the 

este.te c.:1urveying firms sampled adopt existing use 

be.sis for plnnt and machinery for balo.nce sheet 

purp oses, most Gngineerini:, firms surve~red did not 

respond as they claimed to handle only technical 

matterc:1 rmd not economic issues. The few other 

e,gtate surveying and engineering firms tha.t rezpon­

dGd üo emp loy ra irn:ita te ment and indemni ty bases 

for balance sheet purposes. 

In r.1d.cU.tim1 9 most esta.te surveying firms \ivo"...l.ld 

prefer ei th<:1r ex.L<::1ting use or reinsto.tement be.ses 

for su:l:'plus pl€mt E:i.nd machinery in the balance sheet 

rathcr than Rdopting the alternative use basis. 

Majo1~i ty of tb.e <.::,';ltate surveying firme sampled 

con,'3ic.l0red ib unnscesr::nry whilst others saw i t 

&1F.1 ei ther very ar fairly important or impo1"ta.nt. 

Perhc.ps, thf.; fe.w l"esponses f:i:•om the firms of 

engineere rntudied were based on literal ~ .. '·.~. ~ -
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intGrpretations of the cbeckliat of basesprovided 

~s they 0ere not consistent in their opinions. 

1:-o 1. 2. 2 Ir .. mu•ance Valuations --------...-......... ---~ 
It Js obtainecl ·from. the study tho.t most respon­

d.ent e stnte su:r·veying firms would o.dopt indemrli ty 

basis for non-replaceable plant and. machiner)r while 

others considered oi tl.1.a· alternative 1.1.se or existing 

use or rei:1.1::itntemen-li bo.sis approprie.te. r.r.he few 

engine sring firms that responded preferred :· existing 

use basis. 

4.1.2.3 Goodwj_ll Valuation 

The:. nturi"T :furtller m~certc.üned tho.t only few 

o:t' the reapo:n.d.ent e,srt!.J.te su:rve7ing firms. considered 

goodvJill of )L:m't 8.nd mt1.chi:ne1•y for valuntions on 

cx.isting t.1.f.rn bt.1.sls. '.fü.e others claimed i t is 

clii'f.icult to identify or ·chat most il1.structio11s 

fail to speci:t"y whether it should be inclu.ded or not. 

Apurt from this, rnos't o:f the snmG respo11dent firms 

still insJ.c1; tho:t; goodwill rib.oulc.l not be to.lten into 

r.i.o.ohiner~r in p1"'ope:i:•tio1:1 h1:1.ving truding potentials. 
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4. 1 • 4 r..'fe ·bh.2.9J!....21 . Y ~ü mlliQr±.. 

The co11clu8ions from the ana.lyses i:r..dic:::i.te 

tho.t cof:-1t method is mostlv employed in prnctice for 

pl-~mt ~1nd m0..chinery valuat:i.ons by o,11 the respondont 

cstat0 surveying firms; even, where plant and machi­

nery in propertie. s ha.ving tro.di.ng pote;.1tia.ls or 

surplus plnnts and xm.1ohineries are to be assessed. 

In carrying out these vclu&tions, they (ostute s1.œ­

verying firme) do net consider the level of the 

compa.ay I s profit as reflec·ced in T1"1.1.ding, Profit m1d 

Loss Accoun·t. 1rhe fow engineering firme th~.t rss­

pondeéi preferrea. cost 111.ethod but ·bheir respo:nses 

we;re more in lins wi th evcluc:i:l;ion tllo.n valuo.tion. 

~~hc m1.rvev fu:r:'thGr revenled that majori ty ·o:t the 

rr::r1ponde:nt est:::.te surveyirJ.:3 :ril'·ms still assess move­

a.ble plcn-ts 0,nd machineries as ps.rt of the astates 

il.'1 land whil~t onl~r few engi11oering firms studied 

enguge in this. 

Ths f1Ul~vay i.nd:t.cnte,; thnt the commonest method 

o:f' depreciatio11 r.~mons; ô.ll the :re,spondent firms is 

the ~rtreJ.gt\t•Lil'.1.(i mc.:ithod whilst onlv· few tn.dop t 

Dit.1i:ni.shi11~ hali'1l'lOG a11d ,~cra.p vo.J.i.ie lti.ethods i11 

pr~iotioo. :i:-~ is c~lao reoognisea fl."0111. tho survey 
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that rnost clep.reciation ~dju.stments are oarried out 

i11 "the office by the r0,9ponde!l.t firms. Hovrnvor, c~ül 

the res:pond1~nt engineering o.nd estate surveying 

firmD recognürncl the importo.nce of ï:on-the-spotn 

assossment of depreciotion for pln.nt and mo.chinery 

valuotions. The survey further reveals that while 

both re r~ponden t f ir111s d.o not f a.vour group ing of 

similar plc:.~:t.s and :i:1achineri6s together for deprecia­

tion purpose,s E1ome ei::Jtn.te sur--,rnying firms sampled 

huve DGE:n o.dopting it in prnctice. 

It is noted in tl1e S"GUdy th~vt while most 

engineering firms i::.:tterviewed considered .the er.1ploy­

me11t of npec.io.lj.st for rG:ferenoing importan·t, almost 

half of the sa.mplecl f.irrns of e1:1tl:1.te surveyors i::md 

valuel"S viEnved i t .~'.s unimporttmt. 

' ,.. no- -c"lr -n"'l"I IC,. .,,IC'~ .. o·":\ ··-,r··'TDT'tTG('.;' L\, • 2 .,: JJJ. . . JJ.'.l.. .••• JJ.~ J.. ,.L~ .L• J,i .:. ,...J.~ Tl,.l ,.. . ' .. . . 

Pla::l't .::;:.nd 1nr.,ohiniziry value.tian being o. specia­

li:=.rnd brr:nch oi' vnluo:bion fr@.terni ty is oonfirmed 

ll.bovC?. to h~ive "bwo sides e tecl111ionl oondi -cion o.nd. 

eco11ornic cleto.ils. J~lthough ·t1.1e.: conclusions above 

hcLve showr1 :furthEJl"' -c1:w.t i-1:i h::.1.s been the exclusive 

pre fJerve of the e ote:be surveying fil'lfü·l in "bhe study 

rs:cea, Jvhe r.rcudy r.:\112.10 ieveals the cont1"ibiitio11,<3 of 
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t.i.:.e engi:::i.eeri::.15 :firms wl1icl1 co.nnot be ignored. 

'.i:hGre:f ore, VJe examine here some of the pi tf'o.lls of' 

tL.s current prt:.c tice of plnnt ltnd ma.chinery V-'.?.lun.­

tions in the study arao • 

.P..l though existing use ve.lues of plants and 

machineries indicate their true worth to the enter­

prise, at len.E,t, for the foreseeable future, i t is 

r-e:nson:~ble to o.ssume that .'.1.!ly trading company should 

bs able to justify the cost or vnlue of those assets 

in it~J oper~tions. In this context, 11 existing uoen 

i?:nores cny poszibility of s.lterne.tive. The justi­

fication l:a.s alwnys been that since normal accounti:ng 

concepts assume 1:-in on-going business, th.en, an,y 

posoibility of alternative use values for plants 

and machineries are not s1..'!.i table for inclusion in the 

accoun ts. It i~:1 furthe::i.:· e.dded that balance shee-cs 

prepc~red by o.ccountauts are e:,~ected to show the 

s;t.::1.tei of the bucliness at e. certain date to o. pE1.rti­

cul1:1.r i:1vestor, and, thR.t this de sire has 19'1.. to ·the 

requiremei-:i.t s o:f obj ecti vi ty o.ncl conservatisrn. 

1rhe vc,licli ty of the above,. however. in revea.ling 

the true f.i:n,}.ncia.l porJi tion of a business is reviewed 

CODESRIA
 - L

IB
RARY



65 

·::hLJ r,:.--:.y o.rins whore the vc..lue of the plc~:i:i-t 

nrid rn2.c.l::.L.1e::..·-;,- in the opE.n mo.rkot is wo:cth only a 

l"r.:1.ction of the costs reflected in thGir balance 

chee_t~ eHpecially, i:::1 o. d.ep:r.essed economy.. Thus 

from the ~bovej corporations with prosperous -

lDokinb bc:.la:1ce shcets ma.y be slo.pped i:!.1.to bank­

:;'.'~.;)-CC'ï whtm there is no slightest cho.ncG of rE.new­

i;:ie; n.ortgEq5es in the sho.ttered real E:str:.te mnrket .. 

(.2.1.1.2 Over-Vnluotion 

·vali.;i.e:r .. ; ~ in n depre ssed ec0nomy, a.lso hardly 

holp knowinz tlKt t by a.dopting e:x:isting use basis 

i'or plc~~:.1.t r:md ;:,mchi.nery nsssts in the. balo.nce sheet, 

they 1J.1.ny b(;; ovcœ-Vi.:ùuing them from the standpoint of 

wha t obt,.1.il'lf:'. :E'-:rr· comp.'.J.rable item~~ in the open marlcet. 

4.2.1.1.3 trnud. 

It ma7 n.l,s,J occul" tho.t the plant and 1110.chinery 

ll.Sf1e'bs lwve o..oq"'.:ti~ed more vc.lue due to Gconomic 

lJljOm cm/l coutrar,r to Whû t they cLro worth to the 

business awnar, while thin fact has baen concealed 

from ·bhe ~-1h!:.!.rc;holde:r,9 1)G•)üuse they o.re exhibi-ted 

in the balmncs sheet only ~t their oxisting use 

vnlues. A'J r.i rGr:iult, instders cognizn11t of the 

f'ncts r,1isreprei1ented upo11. the bo.lance sheet me.y 

d.isposG of':f.' theF.Jfj f.\ssets ut nominnl costs by 
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auction salen t0 t~eir friands or relntions when 

thGir values Rre ta be writteu off. 

4. 2. î. ·1. 4 Impo:-ctance of Al term.:_Ji;ive ·m· v~ ~-~c,;e _Q.J-Ue 

us0 ve.luc .Jf pln.nt cmd mc'.cllinery in thG bc.lo.ncG 

d1Gst is .iri1portc .. nt for the followi::.1g rr:c.sons: 

i. It is "thE:: mi::üm:..un VG.lue of the pla.:r1t 

and r:m.ch:Lnory; rr:::id, tJ:ms, o.. ::3e ller 

would be irrational to sell ot & lower 

ii. It a1so indicates tb.E:ir (ple.nts and 

mBchi~eries) posBible aalvnge value when 

they are to ba disposed of; 

iii. It also helps to inf orm th6 shc,re­
holdE.rr:: :n-:i.d the di:re:ctors of a compan~-r 

~.,,heth(,::c the plants 0.11d machineries are 

bE::ing g~i~fullv en~loyed i~ their 

exi1:1ti.ng or present use~ o.nd, 

iv. :D1incül7, thG elternative use value gives 

thG ninimum liqui.di ty cnro.Llable to the 

:,v1:.i.er, subj ec: t ~go.in to the size of an:v 
l~;,r:),':'66 i11cL1rred ufter the investment is 

mndc,,. 

It ir~ vo.luc1.t5.on hcrer-:1y te .0..dopt reinstatement 

and indt:1mni ty brtfJE:s for pl-.:urt encl mnchinery in the 

bctlf.lnce:; sllce·b. 1rhiu is bec0.usG balo.nce oheE:t is 

onlv to show the stntG of the business ton 

:onrticular invsstor G.i:l of certo.in date ar.i.d. not the 
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cost ~Jf j_ndem:nifying or reüî.sto:t;in6 the plai."1.t and 

maohinerv in case of hazo.réJ.P. o 'I·hu::i thG adoption of 

thesG b~Des in prnctice by nll respondent engineGr­

ing flrr110 ë:md s.i.gnificnnt fc;; of fir;.:.ts of eEJtate 

surveyors o..nd vc..luers only expose their deÏicieacies 

in this area. 

While it ma.y rwt be correct to rE.:flE:ct surplus 

J?lo.nts and nmchineriG.s tho.t could ;:ie dispo1:1ed of ln 

th<:: open mo..rket at t.hei::c· cxist1ng use va.lues in the 

bal:.:mcE. ~ürnet, i t mt.:.:.y be re.:.Lsono.ble wherG v~.luers 

cc1n11ot differonti::i.te betwEien surplu::i ussets and 

th.ose being employad for the purpose of thG business; 

or, where thG instructions from th<:: client have 

indioo.ted c.ssets to be vcLlued. Much as vo.luers 

·."Jould wunt ·i;o hide t.md9r the::se rGasons, it is 

import.'JJ::i..·t; tho.t possibili-ty of higher alterno:civG u.,ge 

values for such assets be considered. For inst2nce, 

i t rnigh·t be bc.tter to liquidnte the oompany and 

realice the value of the acset of which plant and 

rnacb.inery bGcomes p.:. .. .rt of, or:1 . even wi thout 

liquidating ·t;he oompa.ny, "bl':i.0 surplus· plants ru.1.d 

mGchineries may bG gcünfully en1ploved elsewhere 

:r'('!. ther than bGing r~:dundant ln the present use. 
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The above GXpositions therefore reveal the 

possibili ty .Jf ,_u:1dervr!.lu0,tim1, mizinformntion, or 

1Nron6ful oclvicG wri.ere t;::i.e estnte surveying :firras 

are o.llowed to continue t,J val'!.~.e su:rplur.:: plants 

and rnacb.insri6s for balance shGE:t purposes on ::in 

exinting use basis. 

4.2.1.3 Insuro.nce Vc.luo.tions 

The adoption of reinoto.t0ment basis for non­

replo.cGable plo.nt 9.:nd mc.chinery ma.y over compensa.te 

tl.:.e insurod in CE.:tse of si:ny hc.:.~o.rèi thus d.ef enting the 

esscnLH:, of o.ny innurance cover. 'rherefore, plunt 

n:1.d mo.chine::-y that could not bs r€plcced cnn only 

be insured cor:.sideri::ig "bheir present condition or 

statG. In addition 9 it is a misnomer to ndopt 

a.1ternri.tive or GXistinc use basis for i:nsurance 

vnluetions as is being done pr~sently by 

1:iome e.::tc.·~5 surveving firms so.n1pl1:H.1 and, the few 

e11gin6ering i'irms thc.t resr.onclec:l. Llternn.tivo or 

GXisting use value will not rafloct the cost of 

putting the: in,sru.rC'3d. bo.cl;:: t;o l:d.:-.:1 original po;:1:Lti.011 

bGfore tlH:. inciderd;. 

4.2.2 GooQwill Valuntion ~-· .. -.... ... -.....,.~ ....... .._ ..... -... .---

en.sy t,, inf.lentify or thn t mo.st i:n~truc tionE; on 

plc.11t cu1.d mac~.'!.i.nf.Jl"Y ·inüun:cion have feilsd Ji.ïc 

specify v·1hethr.;J'.' it i.s: to be considered, it ,':.lhould 

• 
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b~ notl3d th2,t for pla::.1ts and :r;10.chinerios in propsr­

ties havinB trading potentinls to reflGct their 

true worth, this has to be assessedG The reason 

heing that thG vo.luE.s of such o.ssets depend on 

tL.e l"elative level or volume of business. Thus, 

thG va.lues of plants and machineries employecl in 

euch businesses~ as hotels~ filling stations, etc. 

depend on thE: situntion or location, name or repu­

tation o.:ncl~ or, profi taùili ty of the enterprise • 

.And, goodwill is defined. as the probability of 

carrying out a b1.1siness o:li a certairJ. level o:f 

profit. 

4.2.3 Methods of Valuation 

Tl1e adoption of ·t;hG DRO busis for plant and 

nw.cllinc,ry Yaluetions in ·che study Grea may se0m to 

bo in ord.C:ir Wh6re the o.ssets are rarely, if ever, 

cold cxcept by wc.y of sale of the business as 

wholG. Dut, vie hnve a.lways recogn1sed that 

11 costn is not necesse.rily 11value 11 • Germo.nG to 

this, we may ··Niah to note thnt pl8.nt and ruachinery 

nssets nre Gmployed in o. business concern not for 

-their own se.lm but for whut they contribute to the 

pr.::>fi tabili ty of the opero.tiono.l enti ty; and, tho:c 

ussets having trading potentio.ls, e.g. hotels, 

filling stations etc. are bought and soldas 

fully operational businesses. T~1sj valuation 

of plc.~~.1t o.nd r.mchinery in properties having 
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tr:.:tding po centials or surplus assets or pl.::.nts 

ordi~10..r.ily employed in nny 1J1..1.siness concern include 

something more tho...n the piwoic::ù E:lEment. There­

for8 the a.dopti011 of DRC l11 prc;.ctice may fail to 

reflGct thsir true worth. 

. . 

Ci:'l1ere io li ttle d.oubt that emgineers a.11d esta te 

surveyors c.nd valuers in tb.G study area, in assess­

ing de1;recio.tion using ei ther straight-line or 

DirJ.inishing Bo.lance me -chod in relr,,tion to plo.nt 

Q.1.!.cl machi:1ery, nr0, c:litempting somG physico.l· pheno­

menon. This io bosed on the premise that at a 

certain stage of its existence an nsset cnn no 

longfJ:C be effectively used for th6 purpose for which 

i t wc1.s aoquirod. And, i t .is often c~ssun1Gd tha.t by 

meo.suring the 11 usG 11 of nn as,'3Gt we o.re mea.s1.u-·ing 

"lihe extGn·t of i ts bGing 11 usGd up i;. It is sub­

mitted that thesG two factors are not necessarily 

.identico.l. This is l)Gcc• .. use ~ i t is of course, well 

rE:COi.:.~!1isaû ·blrnt ,.,.se iF.1 no·b ·bhc only renson behind. 

tllG 1:1.1.si.ng up 11 of ,'lssetsp deco.y~ rust, oorro.:-1ion 

and cimilr:i.r c.gc;nciorJ m1.1ke their cont1":l.bution to 

phyzicc~ 1. d.e°bE.:riorr..i"bim:1e :olve:o.~ similo.r plo.nt s cmd 
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.Anothcr, perhi:i.ps x·el1;:,.ted, point is tJ"'at ma,ny 

physical ussets (c,.g. plo.nt o.nd muchinery) are 

composed of parts which can be replaced when worn 

out or neGding repair, sometimE:fJ to such a.n extent 

th~;t over o. period practically no pa.:ct of the 

original object is functi,:ming in the e:x:isting 

11 e.s8C:!t 11 
o In the light of :3uch informo.tion., what 

is n1e::a11t by sa.ying tho.t the rate of deprecici.tion o:f 

a plant or mo.chlnery io, sny~ 20 percent annu.m? 

or whEm we so..y thr:.t c, nL,chine is likely to last, 

e.c..:.y, fivE: ,rea.rs, do we me,J.11 that it is o. piecE. of 

equip:ment composcd of j)O.rto, none of which lasts 

more:; thnn five yGo.:r·s? Or do we mGan that i t is a 

piGcG of equipLwnt, of Ylhich a maj ori ty of the 

component parts vvill larit f'ive yeo.rs? And, in 

this r:.:ase, wht:~,,:; constitutec ïia ma.jorityn, or, 

11 -the principal f''lmctioning pn:r.tsa? Or do we menn 

·t;hnt it is a piGce of equipment composed of po.rti::i, 

encb. or most of which lests o.n average of five 

yenrs'i 

011 the bnsis ,Jf' these arguments, the use of 

strr.ight··-line a.ncï. dimirlishing bala.nce methods or 

the cho,rging or groupir.i.g ::,f similar plants t1.nd 

mac.:hineries for the se.me deprecia.tion rate ma.y 

crente problems for valuation purposes. 
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4.2.4"2 Pield Verzus Of:fice f...d;ustmen-!;s ~ô6r6ciô.tioj::;;··----·:::Jl.; ______ _ 
·---~--~-~P ·-------... ~-

It shou1d be noted tho:t wlH:::re a complex 

mu11ufo.cturh1g concern inv:)lvin0; too many detc.ils 

is to 1Je assessed? thG valuer mey lose sight 

of certain f~ctors after inspection of adjustment3 

CL:{'E. no,dG in thE: offic(:;. l1erhe1ps~ it is in recog­

:nision of this fc.ct thD.t compels both respondent firrns 

,o recognise 

tion of p.lc..nt nnd mtwhinery. 

A ') 5 Li-· Q c.. 0 

The study revee..ls tha:!; !"J lnnt anéi. mG.chinery 

vc.J.uc. tians include bath economiè ::md tech.'l'licnl 

cl0tails. Dut WE- ha.ve nlso recognised tb.B.t 11 cost 11 

is not necessarily 11 value 11 und.? that 11 technicLl 

deto.ilsn in just a frnctlcnal part of plant and. 

ma.ch5.nery -vnluCLtio:ns. On -lihis noto therefore? 

·ws may conclud8 fjho.t plant and 1110.chinery 

enginGGring is quite distinct from plant and 

mo..chinery vuluo. tior1. I-IowGver » this do("? 8 not 
' prsolud& us from agreeing that the practics 

is not without i ts ovvn pi tfalls - which have 

lli'bherto beGn eJmmined in dGt:::.~il above. 

Dut~ we mo.y 8.lso w5.sh to r0cognisG tho.t 

for plan·:; a:ncl mnchinery v:1.luo. tion to be compre­

hansively c~rried out, ihare is th6 need to be 

CODESRIA
 - L

IB
RARY



73 

:!:'umilit:1.r wit):·_,. itr:J '.'.J:::>rkings or conditions for o. 

very long tiJ,\E:. 1J~:.ü~1 is boco::.isc of thG technicn-

litiGs involved 3nd~ the need to exercise great 

cr.:re as thE: information supplied by the present 

user of the plDnt and machinery ma.y not reveo.l 

it~J clGff'icienciG;::=J. In ndd.i tion, the plant o.nc1 

mL-1.0:1inery mr1y be very ,good but suffering from bc.d. 

uso.ge. 1.Ch.is thereforc rGquires the e::i~pertise of 

engineers to evc,.luo.te ths candi tion of plant und 

mo.chtne:i."'Y for vn.luo.tion purposGs. 

The for0going arguments cannot howevGr mo.lc:e 

engin<~ err:1 to l::ie plo.nt ,si.nd mC1.ohincry valuers. 

~.ehey ore only pGrtnGrs in progrE.ss to esta.te 

survevors and vnluGl'rJ :i.n the determino.tion of 

nvi?Llue:i v~hich ir, the end product of plant o.nd. 

mo.c.hinery vci.luation. .~.nything othe1• tho.n this would 

nlGCl.11 the:."!:; .:1. building SUl."V'6VOr Cél.l'l cla.im to be 

valuer of buildinga; 1 or~ resart to be situation 

whG:r·e lu:nd surveyol"S o .. nd lo.wye:rs will be standing 

G,8 vo.luers of 'b..:tre sites or lo.nds; or, a .surgeon 

may 'bG 8~on ;.'.ùvooa:liing in lo.w courts in cc.ses 

relo:ting to sul"(!;tco.l opert1.tions; and, or, more 

o.pproµri~1.tGlY» or:itnte survoyors ançl valuers 

cl::t.iming to ·::.1E, o..dvoca"be an.c:1 not ~xpert wi t11et'Ss 

ln o.nv vnlunt.lon ë·.::iêl. lcmd ma tters i11. our Lt1.nds 

tri bur.1.i:ü o:r luw oourta. 
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Arising from the lo.st chnpter above, WE: put 

forth here below o. number of rE:commendo.tions that 

v,e bclieve if co..rried out could hE.lp resolve 

probleml., tic arGas hic;hlighted ee.rlier in chnptE.r 4 

in plaj~it 1:1.:1.J mci.chir..Gry valuation. The recommendo,­

tior.u::; will in addition; also improve tho currGnt 

1Jto.te of o.rt of plant and. mc:ï.chinery VD.luo.tion iY1 

th0 study nrGa for codificetinn of good practice. 

5.1.1 ~doption of J\ltGrnative use_Jo.l~ 

.Alternative usG va.lue of plcmt o..nd mnchinery 

should bs reportGd by t~e valuer where it axceeds 

existin3: use VGÜUG far lncox·poration into the 

b::Llf.!.nce sheet t o.nd 1 this must conforrn to the 

def'inition of open market Vùlue. This situe.tian 

will help to i:i.1form the direc::tors v1hE.ther or not 

the:. plants a.nd mnchineriGs arc, gc?;infully e1~ployed 

:Ln the bus inE. s s. 

YiherG the plants :-:-1.nd ~nchineries 0.1."e at prGsant 

surplus to c0rnpo..nv 1 s requ.irsmcnts, it is also impor­

tr.1?1t ·chat ·chE.ir. a.lternntive use va.lues be incorporn­

ted in the: i.1.ccou11 to. In add:l tim1, ,:in no nccount 
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must th<= curr·ent pi·:.1.ctioG of c.dopting r01nstl't:b'eM1,t" 

1.1.nd 5.nd.em::.:1i ty bases for plru1t Em.d r.mchiner.v V3.ltm­

tion :t°ol" balc~11ce sheet purpose.::i be aJ.lowed. to· 

5. 1 • 2 Indenmi ty Bases .. - .... --... -.... ---.... 

It ir.:! recornme:nded that indemni ty bo..seo be 

ndopted for plants and machineries t:.mt nre non ... 

l"Gple.cenble in t:hei:r. pre,gcant statss aud 0011ditions. 

';~he li me.y thGre:foi"e te V"o.luE:d by comparison wi th 

Gctü vcJ.Gnt li8SGts frorn nn,:) ther sources. 

Goodwill Valuation - ......... -·~--~···~----· ,,._,...._.__ 

.An~r VD.lue 8.·l;·~rlhutnblo ·t0 goodwill in co.ss .of 

plnr::.-bs n11d wnchineJ'.'ir::s ü.1. )~ropGrties hnving ti•r..d.in&: 

potentials should be taken i~to considGration. ~he 

:ORO ma.y no·b J:lGO(:;SS,1rily re:i:'lGct the t1c·bual worth 

of theae assats bscou~e for instanco, their valun-

tt-:,nE.t Gog. ho tGls includG more ·bhc:m the property 

sleme:nt. 1J~ha1·e:C'orG pi"ofit li.LGJah"d of valuation o:f' 

·tl1is ooncer:.l es n wh:Jle if.J J:'eoommen.d.ed (whsra good­

v,ilJ. is a.1:i.~Gç1.d.jr inolnded.) .. 

The lfoed fo:,:· l?:r0:t'itabilit-y: Tes·lii~ï.g - ..... _....._. ... ....--.. • .. 4 

n:r-o n.:.rb r.imploved :Cox· thcil" ow11 r;)c.ke:: but foi~ thev 

contributG to the lGVGl of profit or business fQ~ 
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0..11 industrial concis:i:·n, then we r<::conunsnd thet the 

DHC f'igurE, should a.lwa.yo be expre ssed as subj ect 

to tJ.1e ade que.te pote:.ntir.ù pr<lf i tabili ty of the 

bueir.1.e: ss ho.ving regc,rd to thE. toto.l va.lue of the 

Gssets 6mployed. 

5. 1 o 5 _Deprecia .. tion Het)J.ods;~{~.~us·!imGnt 

Arisi.ng frv1n tJ:J.E: irn.plic,J.ti,)nG ot· adopting 

el"iihGr F.Jtraight-linG ,)Y.' d:Lmini,3hing ~lance 1:11;thod 

givGn nb.:)ve 1 ,gcrnp (:ce.vr.üm:i.tiDn) vr.üuG mGthod is 

recor.unendcd for pl::1.nt :.î..nd m,:1.chinery vc.11.~tions. 

This is importo.nt, po.rticuli::~:rly ~ where pl~n-~s und 

machineries o.r8 to 11e rc-exo.minEJd and rsvo.î~wd at 

stc.:!iGd intervals to di.scover how much loss h.'\s 

beGn f:1ur=:tinined on then1. Thic therefore ta.k(;'.,S 

deprGcü.1.tion ns fall in V'i:i.lue unlilrn eo.rli1:1r 

mcthods that ooneidGrs it as fnll in price, os 

physica.l dGteriorntion or ne a.llocation of cost, 

Relis11.oe ,,sho.uld. however b-0 plo.ced on th~ experti,,;1e 

of engi11e ers for ·the purpose of deterni.inir1&, 

depreoiotion rnte. 

As much o.r-.J possi'blû ~ vo.lusrs should Gtdopt 

11 011 .. thG ... :;spoti1 CHilSessr11eint of de;ipr\;Jcia.t.ion o.ncl not 

office ndjustment a.fter field inspection as the 

next bGst olternativ&a 
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GenGrnl necommendntions __ _____.4_ .. _..._ • .,,, .... __ , ______ ....._ ..... _ .......... _...._ 

surveying and voluntion firms in the 

study- nre~:. should continue . to undertukG plnnt i:md 

raachi:n.ery w.üun tions. However P in the interim, 

in order to compGnso.te for thE.ir tecl'micc.1 defi·­

ciencier:J GngineGring firr.1s should. be ernployed 

to give the condition re:port of 'bho items inYolved. 

In addition~ tlle Nigeri.:i.11 Institution of EstatG 

Sm"veyor.s and Vo.luers in co:nj une tion wi th tll'e 

Dstl-...t6 Surve:iyorQ nnd Vrüuers rtc:::gistro.tion Boa.rd 

of' !îigerin, fJhould orgo.nise r::1ym.posia, workshops 

6"iic. t("J furt.rrnr br0n.dr:in their knowledge and remove 

tlrn exii:,ti~1g cobwebg in their current pro.ctice of 

plant cmd rno.chinery vnlua. ticin • 

.As o. l:.1.sting 0r permo.nc.nt E.Jolution, the 

NïgGricm Institut ion of 1:~stctte Surveyors o.nd 

Vo.luGrF~ should cre.-:i:bG c. sp cc :i.o.list:.vbion wi thin 

their genercl prcctice for tho training of specin­

list plo.11t o.nd r:1gchinory v~1luers. Admission to 

this professiono.l programme should, howevei.·, be 

open to Gngineors 0.11d professi,:mo.ls or graduo.tes 

of otheT cognate or 11011-cognnte disciplines tha.t 

ma.y be t<::Jchi1icnlly mincled. Perhaps, i.n conclusion, 

the as.me app&1a.l ma.y 'Ilr..vr;; 'tio go t0 a.11 in.sti tutions 

of' highGr len.rning off ~rii1g, .e.stn tG manngemen·l; to 

incorporntG courses that ore relevant for plont 

und muchi11e:r·y v ... 1luci.·ti0ns in-t0 ·t;heir ooo.demio 

curricul~1.. Th0 pro:f.'G ssiona.l institut ion znny nlso 
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5. 2 OOHOLUi:lIOHfJ 

•J:he 1:rbudy hcu:1 r0vsc.lc,d c1. number o±' concepti:1, 

bases o.nd mf:ithod.rJ of plant r.1,ncl rno.chinG.iry v~lua-bion, 

It is ~\lso rGcognLg~cJ. i:n 'thiF: f.:Jtucly thc,t ~~s·~o.tç.i 

surveying f.irms ~mjoy n lc,t o:f pc~trmw.r;1:. m1clp i:u·e 

r:1.or~:J lnvolvi;;d ir.i. plrn::rb cm.a mc:.d.dtJ.ery valut-i.timls 

tJ.w.n c:t1GinG1Gri11g :f.'j.r1.i1.'~. Howeve:r~ sil.'.1.ce industrir.'\.l 

"t::ùu::d;.i.ons inc.Lude bo,;h 0co1wmic a.ncl teohnic~ù 

We huvs ~ls0 n~tGd the oitfalls af ... 
the ourren:t p:ro.o tic G of p lo.i'.vt rn.1d mc~chi:clGry V(.\luo.­

tion.s in the study rirez.\. 'i'l:mi~, i t is hopod tlw;b if. 

the o.bove reoor1ttfü,1l1d(J,·ti,n1s r1:t1(;j "cms.idored o.nd 

impleinen·hE>c~, o.J.most evGJrV 01·11.:1 of the tnl.:'\l'lY 0011tro­

versio.l po:l.11ts of', vihô n plci.:n:b vcùuer is, 01•, 

concerni11g the _propGl" wo,y of o.osossing th<:. plant 

and rn.8.chinerv vc.lue woulô be r0solVG1d.. It wou.ld 

theroforG bnaure oodifiantion of good prnctice, 

provida guj.dc.nce:, to srJto.t1:i 01.,1.rvay:Lng t.\l'ld. (:mgi.russr­

ing fir1ns 1 nn.d px·o1füYtt:i wtt\t'ld.o.rdi:.m.tion of o.pproo.ch 

to th~ us&re of v~lucbiOU$. 
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5.2.2 Arscs for Furth~r aesGarch ... "'---.......-.. --........... ~-~ ... -----........... -..--

F:tnnlly ~ we:. wish to a.cknowledg'G thG fo.ct 

.Jchn:b thE. r::1tudy may not necesso.rily b0 conclusivo 

0nough for ·chere iz the need te examine, amr.)11.est 

.:; th0r things ~ the sE:mblo.nc0 of ncadomic o.nd 

:p:r·of e 1:is.i.on1.1J. content of ri stc. tG surveying u.ncl 

vnl·11c.ticm :tud e:ngl:n.G 0ring to the lcnowlodge contr::nt 

CJ:.f' plo..n-b .::md r:10.chinery vo.luo.tion. Othor nret.1~J :for 

f'urther r<'.3iJo:.iroh inolûde the possibili ty of c\dopt­

inc pr.::,fit r.1c'thod of va.1.unti.,)n for plant cmd mnchi­

nery aseGt2 on a going conc~rn, the issue of 

aomE 0thsr oritical issuas alrecdy r~ised in this 
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CiüESTIOl~NL.IRE ON J~N EMfIRICJ~L STUDY OF J?LJ-..NT 
J.t~D lViJ.CHINER.t. Vù1Ui.TI0N TECHNIQUES IN 

NIGERIL .• 

JJOar Sir~ 

'.rhis questionnaire is d.osigned to elici t your 

viO".'JfJ on plant and machinery valui-:i.tion techniques 
j_n Fiigeria• The questionnaire is purely for acadomic 

11ur:1;>ose. ,;,._cy information giv <;in sho.11 be treated as 
;:-/crictly confidE.œtial and will in no W'3.Y jeopardize 

tho intGrest of thG inf'ormant. . 

'iour co-opera"t,.i.on w,ill pa. highl~ app,:r.eciated• 

Thank you. 

Xou::cG fai.+ihfully ~ 

B, '1!, Al llko 
D0pt, of :illstate Management 
Obn.f,~nù .r~wo1owo University j 

Ile-lfa, t991/~ .Session• 

CODESRIA
 - L

IB
RARY



N~Ti~ T:tc1·; th,1 apjJropt•i,~tt(;) bo:deei) in eo.ch of the 
qul;;istions below: 

~9.] .. ,À-~. 

I ti~ûitH;}110fi' ùi:~ THb .lIRJ.vf ••1·--·••-.l-'1_, __ _ 

1,, J?i:cm ( ) Engi. :n~ ~:i:·s 

( ) Este.te .S\.1rve~1ors and Vo.luers 

2• l'i/o. of' years of eetablishmGnt 
1· 1 u 10 ( ) 

ii g 11 ... 20 ( ) 

iiia J.bovo 20 ( ) 

3• Hr~s 'Jour :firm h::i..ndlGd. :olant and machinery 
valu~tions before? 

l.efJ ( ) !~O ( ) 

4• binct.: ':i our l.ilt,te.bliehment 9 how roo.ny instructions 
on plant and machinei•y hava you received '11 

i• Bt1tw1::1t1n 1 .. ' i .nstl.'l.'lotl ons ( ) 

ii• :Setwecr.i. 6 - 10 Wi ( ) 

iii• " 11 "" 15 h ( ) 

ÎV• i,;.bOV0 15 inst:t•\.\ction ( ) 

5. ln what category'? 
i• ~~chnical ooncU·tion i•eport/Production ( ) 

ii• Valuation proper ( ) 
iii• (1) and (11) EJ,bove ( ) 

iv. None of the above ( ) 
v · Others (pleasa ispeoi :f'y ( ) 

SEŒ'eION B 
p;.ê~N'D M.iiiTHODG 0]' VALUAT!Ol~· 

\rvhich of the fûllowing buses do ~ou normally 
consider foi• bt.üance shc.;iet pur:poeos? 

ii• 
iii• 
iv. 

iùternative usa 

.Existing use 
Rains"tat~rnGnt 
Indernni ty 

( ) 
( ) 

( ) 
( ) 

J?or plnnt and macl1ine:ry surplus to comptUl.Y ~ s 
req1ürem0nts (industrial ooncorn) wlù.oh of these 
following bases would you o.dop·t? 

i• hlt~rnative use value ( ) ii0 Existing use ( 
iii• Reinstat~ment ( ) iv, Indenuùty ( t 
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8, Dow would you considar the idea of raporting 

:posr3ible élJ.tGrnativG high0r values for plants a.nd 
machin1;;riis to be tncJ.uded in the balance shiaet? 

i• Ver:; important· ( ) J.J. ~ Fi:tirly i mportmrt ( 
iii. I mpo:r.tant ( ) iV• Of oomo important ( 

V• Hot importm1t ( ) 

9o Which of tl1e i'olJ.owing bases would you adopt for 
insur8.;."10~.: purpos1;1s ·1,,11hero the plant and machinery 

2.ss~ts are rmt replaceablerr 

1~ 
iiia 

ùJ:ternative urrn ( 
Reinstat1::1ment ( 

) ii" Existing usa ( ) 
) iv. Indemnity ( ) 

100 Lo you rwr1m.1.lly consider goodwill as part of plant 
aml mo.chinery valu~s for a business on a going 

eoncern or ~xis·ting us1:1 basis't' 
î es · ( · ) No ( ) 

Will y our 011iluon dif'f,3r for i toms of p:J.an'b1?and.' . 
ma<:hinsry in propertie·s ho.ving ti•ad.ing potential 

(~."g, petrol filling s·cation.s» gaming clubs etc.} 
'.!.es ( ) No ( ) 

Which of the fo1lowing m,~thods of plant and 

\ 
! 

\ 
1 

machiner~ valm:i.tion do ~ ou emplo:r most in_pFaet":ii~t)~·!':. 

i • Corn.pari son J. .. ppr.oaoh ( ) 
ii, Oost (DRC/Replncumon't Oos·t) l.pproooh ( ) 

iii• 
iv, 

l?ro±'i t/ i~ocount llfoth<.Jd 

Nonlil of tht:J àbOVG ' 

Oth~rs (please specity) 

( ) 
( ) 
( ) 

1111. adopting ar.iy o.f the above mothods, do you 
r~rmally make reoourse to th~ lGVel Of the business 
Ol> company 's profit :for plant ~nd mc.chinery 
valuations'? 

1 ~s ( ) No ( ) 

1 L~. Which of the f'ollowing methods do you normally 

employ for plants and machiner.Y in properties having 
trading pot~ntial (e, g. pe'brol i'illing stations, 
gaming or Casino clubsp bingo etc.)? 

i. Compa.:çi son ~~.pproach ( ) 

ii• Cos·~ ( DRO/ Replac G ment Oost) .ù.pproach ( ) 

iii. Pro fi t; .. ·~ccoun"b Mothod ( ) 

.:i,v • None of th~ above t ) 
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1:'i• Which of ·bh(~ .~tbuv!;;': m,.;thods would you adopt for 
1.tt'.ims ot pJ..,.:r.d.;s ,.u·!.ü m~1.c:M.nlin.'.Y sui·:pli1;1s to ooinpn.ny ' 1:i 

rijq ui r~ rnt:nt s '!' 

i• Oorn:pa:çü..iun .l.!,pp:i.•oa()h 

:ti• Oost ~DRO;i:W) J.p:p:ronoh 

iii • i-'rr.;fi t; .:.c:oour.J.t Method 
iv, Non>;.) o:t' thô iJ.bovo 

,r. üth,Jr (pl,;:J,iHJG spociJy) 

( ) 

( ) 

( ) 

( ) 
( ) 

1 S9 Do you nornKùly tcüte into aoooiu-.1.t movo.ble plants 
(e.g• motor v~hiol~s, crane, etc) as part of thw 
plant and m::::i.olün~n:·.Y ai~s~~ts .forming part. of s.11 
iJstat(:/ in lm1d'? 

N'o ( ) 

;_ri.:,~ Eu lJ S O l!' JJEE liiiiùl.u.'.111 N G J? L~.,N(C ,.ND Ei~CJ HJ. llfilt.{:t. 

·n. Which of th~ :t't,11owing rnl3thtX1s do y ou. e.~~::.;..~-:s:~i:: 

in prac ·bicr./i 

i, Stl'" j ·ir: t ~· • 1:,, ... lin1.:1 ( ) 

ii• Di mi rd s hi ng :&ll::mc1J ( ) 

iii• ôcrap Vnln,:: ( ) 

iv. - t'Di 'b .;;;um-ci:·- g.:i.· ( ) 

V• Sinking li'und ( ) 
vi. Others ( pl.~1.\Su t:lp JCi i'y) ( ) 

10, Do Jou normull;y ad jut.it .t'or the dopreoiati.on in the 
office aftër fiold inspoctionf, 

No ( ) 

19· Ho'W would ~ou con1:1ido:r:.• aon ... the ... spotU asaessment 

of the dl;;preciuti,.:i11 :for plant o.nd maohiMrY a13sets 
during thw J;wr.:u:;d o;f:' insplfJction'i 

i• Ver~ :t mport~~.llt ( ) 
ii~ J?airl~1 import:;mt ( ) 

iii• Important ( ) 

iv • Of so rn.0 i ntp o rt a.ne o ( ) 

V• :Not :i. mport.:?.nt ( ) 
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20. Are similar plants and machineriès grouped 
together and oharged ~ith the same rate for 
depreciation purposes'l 

res ( } No ( ) 

21 • How would ;y ou 1:ank the emploY,'ment of specia­
list in rofer~mcit1.g (1nv~r+tory ::.~nd soh~duli; 

compila'tfon) for plant and ·machinery va.luation 
purposes'r 

,. 
( . i• VC:Jry importa.nt 

11. FairlJ' 1.mpo:cta.nt ( 

iiie I rnportan"b ( 

iv. Of some important ( 

V• Not important ( 

) 

) 

) 
) 
) 

-::·· _.-.. ' c.·::. 

.. ,·· 
~. . ' 

\ ,; . 

'. 
\ '.l 

' ... 
} ; . ' 

l ~~ 
1 

; I 
' ; 

' ' 
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