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The purpose of the present paper is on one hand to underline some 
aspects having the character of peculiarities under the circumstances of 
adopting the IAS/IFRS about the agricultural activities and on the other 
hand to underline the importance that the using of a specific standard for 
agricultural activities has.   
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GENERALITIES 
 

The whole IAS/IFRS has accomplished and put into circulation the 
IAS 41 – Agriculture related to the agricultural activities. Within its frame, 
one can find mentions about the accountancy matters, about the way of 
presenting the financial situations or the agricultural activities in general. 
The novelty of the issue is to be noticed, which is taken into account even 
by the IAS/IFRS . 

Thus one uses some specific concepts: 
- biological assets – which is represented by a live animal or plant; 
- biological transformation – includes all the growing, degeneration, 

producing and begetting processes bringing about qualitative or quantitative 
changes to the biological assets ; 

- agricultural product (production) – represents the harvested product 
of the respective entity of the biological assets ;    

- group of  biological assets – represents the total number of live 
animals or plants having the same peculiarities;  
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- harvesting (harvest) – refers to the period of time during which the 
production resulted from a biological asset that is the period of time when 
the life of  the biological asset ceases.  

The applicability area of this standard aims at the biological assets 
whose period of time is larger than the reporting accountancy period : 

- biological assets (live animals and plants) which assimilated with 
processes of growing, cultivating, producing, reproduction lead to getting an 
agricultural product;  

- agricultural products which are to be harvested.  
As exemples in this direction, one can mention:  
 

Biological assets Agricultural products By-products on the 
basis of agricultural 

products  
Animals Milk, meat, wool Different milk 

products, salami and 
sausages, threads and 
textile fibres  

Fruit-bearing trees Different fruits Jam, stewed fruits 
Cereal cultures Grains Flour 

 
One will not mention issues concerned by other standards :  
- harvested agricultural products (these are treated as stocks which 

are the object of the IAS 2 – Stocks : wool, meat, fruits, etc.); 
- the plots on which different processes are taking places, processes 

afferent to biological assets (these will be treated according to the provisions 
of the IAS 16 – Substantial immobilizations, IAS 17 – Leasing, IAS 40 – 
Real estate investments); 

- elements having a non - corporal character (assimilated to the non-
corporal assets treated by IAS 38 – Non-corporal assets); 

- agricultural activities for which there is no possibility of 
administration (fishing); 

- non-regenerable (minerals, gases, oils etc.)  
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ACCOUNTANCY TREATMENT 
 

A biological asset or an agricultural product will be acknowledged in 
the accountancy papers if the following provisions are respected:  

- on the basis of some past events, the entreprise has a right of 
property or control upon these elements;  

- the probability of getting possible future economic benefits;  
- the credibility of measuring the cost or the value of the elements;  
The right value to which one acknowledges the initial recording and 

after the balance date, these products exclude any possible selling costs 
(different commissions, taxes established according to the legal provisions). 
Exceptions are the expenses caused by the transport and effective selling 
expenses.  

 

Exemple: 
One estimates that the value of the production got for the wheat 

culture at the end of the reporting period is of 150.000 RON, and the 
possible expenses obtained for selling the production are of 33.000 lei. 
Under these circumstances, the harvested production will be recorded in the 
accountancy papers as it follows :  

 
   

Cereal stock 
       Incomes of 

agricultural products 
Explanation 
Harvested 
production 
 

117.000 
RON  

 117.000 
RON 

 
According to the above mention, one notices the fact that the 

production got is recorded on the value of production diminuished with the 
possible selling costs.  

 
Recording value = 150.000 RON – 33.000 RON = 117.000 RON 

 
However, there is the possibility that one may not determine such a 

value for all the agricultural products  or biological assets. We also refer 
here to the ones for which there is no active market (one will take into 
account the price of the latest transaction with similar goods), the lack of 
availability of some of them, falsely mistaken estimations). The correlation 
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on the basis of which the right value of an agricultural product or biological 
ssets is determined refers to the location and present situation (one will not 
make appreciations on the basis of some future references)  Taking into 
account these elements, the correct bringing-up-to-date rate is established 
about the estimated profits.  

Any gain or loss recorded for the biological assets between two 
reporting periods will be included in the profit or loss of the period. 

 
Exemple: 
At the end of the period of reporting N, a farm has a plantation made 

of 70 trees for which the maturation period is of 20 years. The 70 trees have 
been planted for  7 years.  The cost of capital paid by the company is of  
4%. The market right value for 70 matured trees is of 40.000 RON at the 
end of the reporting period (N), and at the end of the next reporting period is 
of 37.500 RON. Under these circumstances, the amount of the estimated 
clear cash until the maturation date, will be calculated as it follows:  

 
31.12.N :  

The right value = 024.24
%)41(

000.40
13

=
+

RON 

 
31.12.N+1 :  

The right value = 423.23
%)41(

500.37
12

=
+

RON 

 
The recorded difference = 23.423 RON – 24.024 RON = - 601 RON 

(loss which has not yet accomplished which will be reported in the account 
of profit and loss). 

 
One will treat the effective variation of the agricultural products or 

of biological assets in the same way :  
 
Exemple: 
At the end of the reporting period N, the value of a fruit bearing tree 

plantation recorded in the accountancy books is of 120.000 RON, while the 
estimations done had established a value of 100.000 RON. 
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Under these circumstances, the recorded difference of 20.000 RON 

will represent a loss of biological assets.  
 

Losses of the biological assets Fruit bearing tree 
plantation 

Explanation 
Plantation 
differences 20.000 RON   20.000 RON 

 
There are problems for establishing the right value of a biological  

asset with a longer life time.  
 
When the life time is too long and the right value is difficult to 

establish, one allows and recommands the application of the IAS 36 
provisions, the depreciation of the assets, the recording being dome at the 
less value of the utility value and the sale value.  

Concerning the biological assets, one may receive governmental 
subsidities (one records them at the right value), being considered an 
income when they are received or when certain conditions are fulfilled (if 
there are demands in this direction).  

 
Example: 
One receives in the actual conditions a subsidity of 25.000 RON in 

order to start the works for a fruit growing farm. When the subvention is 
received, there are to be done the following records:  

 
Available at the bank Incomes in advance Explanation 

Subsidity 
receiving 

25.000 RON   25.000 RON 

 
 

Incomes in advance 
Incomes from 

agriculture subsidities 
Explanation 
Re-recording the 
subsidity in the 
income chapter 

25.000 RON   25.000 RON 
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CONCLUSIONS 

 
This standard represents a change of point of view about 

approaching the biological assets and agricultural products issues.  
Besides the financial information, a company dealing in the 

agricultural field should provide further information to  the users of the 
financila reports about the biological sset groups (one is to make the 
difference in the provisions of the standard  between the consumable 
biological assets and the reproduction ones or between the grown-up and 
non-grown-up ones). 

Even if on an international level, some specialists have asserted that 
the applicability area of this standard is low taking into account that this 
type of activity is practised at a low level, some companies dealing in the 
agricultural field have been trying to get foreign financing and commodity 
markets in order to extend. All these elements have been reasons in order to 
work out a standard with agricultural characteristics. 
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