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16 February 2000 D

For the attention of Mr M Camm

PricewaterhouseCoopers
The Rahimtulla Tower
Upper Hill Road

P O Box 43963
NAIROBI

Dear Sir

Please find our comments on International Accounting Standards Exposure draft
E65 as requested.

Yours faithfully
EASTERN PRODUCE KENYA LIMITED

=

KR SHAH
GENERAL MANAGER, FINANCE
Encl.

DIRECTORS: M.C. PERKINS {ALTERNATE i.J. MACKECHNIE), P.G. SCOTT, K.W, TARPLEE (ALL BRITISH)
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6L 57
EASTERN KENYA LTD - IN AGRICU A) BUSINESS
Comments on Intemational Accounting Siandards Exposure draft EG5

Question 1

Final processing cannot be ignored in the cass of tea but we beliove the
ﬁmlShndarﬂMnutaddrmmalpmeessing.

Question 2
@ No
® No
) Yes

Themeﬂndsofestabﬁshigonstamwellhown.weﬂundem.and
objective. The boards comment that cost based measures are of
quesﬁonablevalueisnotacceptedhﬂmcontextofwhatispmposedto
replace it. Nsocurratuptacﬁnewhembylandand'wrmisonit'being
valued by professional valuers at regular intervals seems adequate.

Question 3
@ No
®) No
&) Yes

Thecirmmstancesaretlmseﬂmatapplypaﬂicuhrlymm There is no
practical market for green leaf. Costsmbedeteminedmlblyfmn
normal historic methods, The bivlogical assets in our case, tea bushes,
have a life of over S0 years and, the vagarities of weather can have both
signiﬁwﬂposiﬁveandnegaﬁveeﬁedsoneashﬂwproiacﬁmand.
therefore, NPV of expected cash flows cannot be reliable ~ too many

assumptions!|
Question 4

@ No

® Yes

() Neo

@ No

() No

The answers to the above assume the asset is the tea bush. We do not
believeﬂ\at&mdungeinfairvauesdbiobgimlmtsﬁnﬁiscasetea
bush from which green leaf Is harvested every 10 days) prior to realisation
ismemostappmpﬁateindimtornfﬂwp_erformanceofataaconmny.

Question 5
(@ No active market exits
(b)  The question does not make sense.

~
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Question 6
itis highly questionable whether one should separate land from a tea bush
growing on and in it, However, we believe that all agriculture land shouid
be measured at fair value (which should be determined from time to time —
say every 3 years) either separately or as part of a combined group that
includes land and related bearer biological assets.

Question 7
The answer depends on the terms of the grant, In Malawi they receive
assistance specially to make up for lost income over a number of year and
therefore the grants are written back to profit in the proportions laid down
in the grant documentation. But, it grant is unconditiona} then agree that
the grant shouid be recognised as income immediately (if the biological
asset, of course, is carried at fair value).

Question 8
@ No
®) No
€©) Neo
@ Neo

We believe that instoad of carrying amounts, the area of bearer biological
assets that are mature and immature is more relevant in the case of tea.

Question 8
@ No
® No
(& Neo
Question 10
Not Applicable
Question 11
(@ No
®) No
© Yes
Question 12
(@ No
®) Yes
(€ No
Question 13

The present value basis is not appropriate.

— — ~—NO.213— P.3 - ...
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Question 14
We do not believe this standard should ever be adopied.

General Comments

Mlerammarkete:dstsasintaaprwucﬁon(teahashes)ﬂmtﬁeofdismum
mmmhﬂoursheuomesananlimlysubimuwmatbr. Difforent enterprises
muldusedﬂferentfachlslassumpﬁomwihimprmﬂons of comparability of
cmwumus.equityhddaswpmspecﬁwinyeshrs.

msu&muuweﬂbemmmesed&bymaﬁngitappearmmthacﬁve
investmertt compared to other commercial énterprises. The reasons why Bank
and Insurance Companies havedilferentupounﬁngl!aatnmtdoesnotapplyto
comnmialagriculh;reconmmanditwulduﬂyeonﬁlseﬂremofﬂle
accounts. |

OnelsalsoeoncemedaboutﬂaemwomﬁnimPrditandmmuntof
unmalisadgaimandb&sesaspmposadmﬁumava!uaﬁmmw

%ﬂt& Kenya Lixd.

fQI&’Quoc



