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The stock inventory on the balance sheet date can generate different 
results in the company financial statements according to the chosen 
general reporting framework, (International Accountany Standards or the 
Order of the Ministry of Public Finance 17527/2005), differences 
generated by the biological assets or stocks recognition and evaluation 
criteria on the balance sheet date. Both reporting frameworks present 
defficiencies, but from a prudential point of view I consider that the 
Romanian legislation is more adapted to the piscicultural field. 
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In the context of the last years the need for accounting information 

increased, especially that coming from the external users.  Internal users are 
also interested in the information presented in the financial statements, even 
if they have access to additional information sources. The interests of the 
different categories of information users can be contradictory and thus 
controversies may occur concerning their presentation in the financial 
statements.  

The information presented in the financial statements can prove its 
use to all the accounting information use categories as long as it 
exhaustively complies with four characteristics: intelligibility, relevance, 
credibility and comparability. In order to be able to create the framework 
that may satisfy two of these characteristic features of the financial 
statements, respectively intelligibility and comparability IASB made efforts 
for elaborating an accountancy standard dedicated to the entities that operate 
in the agricultural field. 
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The elaboration of IAS 41 caused serious controversies between the 
experts since the begining, disputes that continue even at present and which 
are engendered by the interests of the different categories of information 
users. 

The battlefield is represented by  „credibility”, the financial 
statements being subject to the risk of being less credible than they should 
be, a fact especially due not to  the partiality or neutrality regarding its 
elaboration, but especially to the difficulties caused by the fact of 
conceiving and applying the events and transactions evaluation and 
presentation techniques. The equilibrium point of the credible financial 
statements may be at the boundary between loyalty and prudence, but since 
these characteristic features are always in antithesis, the expert acountants 
shall only prefer one of them. 

So that financial statements can reasonably reveal the financial 
position and performance, they have to comply with a conceptual 
framework concerning the recognition, the evaluation and the presentation 
of the events, transactions and processes carried on within the entities, 
taking into account the specific nature of the activity, as well as of the 
organization management intentions and options. 

The financial statements must be elaborated on the balance sheet 
date according to the activity continuity principle, which supposes that the 
entity does not have to or does not intend to liquidate or to significantly 
reduce its activity. 

The Romanian legislation stipulates that the company has to perform 
the stocktaking at least once a year and that it has to evaluate the asset and 
liability elements on a prudent basis taking into account the stocktaking 
results. Nor the International Acountancy Standards provide otherwise, only 
that they mention it in an explicite manner. 

In the piscicultural industry there are certain peculiarities that will 
influence the entity accounting policies and their presentation both at their 
initial recognition and on the financial statement date. These peculiarities 
are determinated by the natural environment where the biological assets 
grow, but also by the types of species that grow in this environment. 

 
RECOGNITION 
IAS 41 specifies that: „ An entity shall recognize biological assets or 

an agricultural product only when : 
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a) an entity controls the asset as a result of the ulterior events; 
b) it is likely that future economic benefits reach the entity; 
c) the correct value or the asset cost can be evaluated in a credible 

manner” 
In order to have control over an asset IAS 41 exemplifies two 
conditions: 
a) legal possession; 
b) the assets recording or marking when they are acquired, born or 

weaned. 
If the two conditions must be simoultaneously complied with, there 
are several questions that occur: ” Are they recognized as non-
marked biological active stocks? ”  
„Can we separate these biological assets into the mature/ immature 

or fixed assets/ stocks category?” 
„ To what extent can we control the period in which we shall 

produce the future economic benefits?” 
The answer to these questions is simple if the entity can control the 

environment where the biological assets grow, respectively in small-size 
piscicultural exploitations where we can control the water volume and flow 
without significant additional costs. Yet, in the case of large size 
piscicultural exploitations, the entity cannot have access, in any moment it 
may want, to the biological assets and as a consequence it cannot control the 
period when the economic benefits shall be produced; however we can 
control both the agricultural production and the economic benefits produced 
by it.  

Concerning the biological assets classification into mature/immature 
on the financial statement date, this can be done according to the statistic 
data to which the entity has access, using the professional reasoning and 
according to the stocktaking results. 

The biological assets control can not only be done by marking them, 
but also through the control that the entity can exercise over the 
environment where these assets grow. The control over the environment is 
only exercised when the entity has legal rights to dispose of the tangible 
assets and the capacity to be able to change the environment. 

For example: The entity can hold control over the biological assets 
in case it has a property or concession right over the piece of ground and 
water surface and if it has enough resources to eliminate the water from the 
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basin; in this case, it is legally allowed to do this without affecting the 
neighbouring areas and in case it only wishes to dispose of a part of the 
biological assets, the other part shall not be affected.  

The Romanian legislation (The Ordinance of the Ministry of Public 
Finance 1752/2005) is much more clear concerning the initial recognition 
and the recognition on the balance sheet date of the biological assets in the 
„animals and birds” category, from the stocks group. The stock recognition 
conditions are more tolerant and more clearly specified, by mentioning 
which are the assets included in the functional stocks category according to 
the entity intention to dispose of the assets and also to the way in which they 
are used in the production activity.” According to the Ordinance of the 
Ministry of Public Finance 1752/2005 „The stocks are current assets: 

a) hold so as to be sold during the normal activity period; 
b) under production so as to be sold during the normal activity 

period; or 
c) under the form of raw materials, materials and other consumables 

that are going to be used in the production process or for providing 
services.” 

d) In the stocks category we also include assets having a long 
fabrication cycle, destined to the sale.” 

The Romanian legislation does not include the term „controlable 
resource”. The control over the assets is supposed to be included in the first 
condition, that of „holding”, but in the piscicultural activity the property 
right over the stocks or the right to dispose of the stocks is not equivalent to 
the „power” of controlling stocks. „ I have the right but I do not have the 
power” is basically a less prudent and less correct approach of the 
Romanian legislation as compared to the IASs. 

 
EVALUATION 
IAS 41 provides that: „A biological asset shall be evaluated at the 

initial recognition and on each balance sheet date at the correct value minus 
the estimated costs at the point of sale except for the case when the correct 
value can not be evaluated in a credible manner.”  

The same standard stipulated that the correct value „can be ignored 
only at the initial recognition of a biological asset for which prices or values 
determined on the market are not available and for which the correct value 
alternative estimations are not credible. In these situations, the respective 
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biological asset shall be evaluated based on the cost minus any accumulated 
amortization and any accumulated loss resulting from the depreciation. 
Once the correct value of such a biological asset can be estimated in a 
credible manner, an entity shall evaluate it at its correct value minus the 
costs estimated at the point of sale. Once a fixed asset complies with the 
classification criteria as being hold for sale purposes, according to IFRS 5, 
we suppose that its correct value can be evaluated in a credible manner” 

IAS 41 stipulates „ The gain or loss that occurs at the initial 
recognition of a biological asset recognized at its correct value minus the 
costs estimated at the point of sale shall be included in the profit or loss 
within the period when it occurs”. 

The arguments sustaining and rejecting the biological assets 
evaluation at their correct value have been numerous. 

Concerning the piscicultural industry and as a prudent user of 
accounting information I consider that IAS 41 is only adapted to those 
intensive breeding units where the production cycle does not exceed one 
calendar year. One of the critics brought to this standard does not directly 
refer to the stock evaluation at the correct value, but to the gain recognition 
in the profit and loss account of the accounting period. I consider that it 
would have been appropriate to use a middle course through which we can 
recognize the value increase of the biological assets in an equity account if 
the biological asset can be accomplished (destined to sale) in a period of less 
than one year. The main argument of this alternative is the difference 
between the moment when the gain is recorded in the profit and loss account 
and the moment of the cash flow carrying out. Another argument in favour 
of this idea is the high volatility of the prices from one year to another and 
especially the prices variation according to the season in the piscicultural 
industry, taking into account the fact that the market prices in Romania on 
the balance sheet date are higher due to the decreasing offer in this period of 
the year; thus it exists a high risk that assets and incomes be overevaluated. 
In my opinion, the Ordinance of the Ministry of Public Finance 1752/2005 
offers a more prudent, even though less faithful approach „ Current assets 
must be evaluated at the acquisition cost or at the production cost, according 
to the case, by complying with the provisions of the above paragraph. 

The value adjustments are made for the current assents in order to 
present them to the lowest market value or, under special circumstances, to 
another minimum value assignable to them on the balance sheet date. 
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The production that is being executed is determined through the 
stocktaking of the production which is not finished at the end of the period, 
through technical methods for noticing the finishing degree or the extent to 
which the technological operations have been carried out and its evaluation 
based on the production costs.” 

I consider that the Romanian legislation is much more adapted to the 
piscicultural field even if there is the risk that the accounting information 
may loose its credibility since, through the non recongnition of the income 
that has not been produced, it ensures a higher protection to the accounting 
information users. 
  
 THE INFORMATION PRESENTATION 

The international accountancy standards recommend that an entity 
presents the current gain or loss resulting from the initial modification of the 
biological assets or from their initial recognition. The organization is also 
encouraged to provide a quantified description of each group of biological 
assets, by making a distinction between the mature and immature biological 
assets so that it can thus provide useful information in the purpose of 
evaluating the moment when the cash flow will be produced. 

The entity should describe in the notes to the financial statements the 
nature of the activities that involve each biological assets group and the 
estimations of the physical quantities of the biological assets for each group 
of assets as well as the agricultural production during the period. We should 
also describe the hypotheses that have been taken into account for 
determining the correct value.  

It is obvious that the non representation of this information when the 
financial statements are submitted misleads the information users. 
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