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IAS 41  Agriculture 

 

INTRODUCTION  

 

Objective 
The objective of this IAS is to prescribe the accounting treatment and disclosures 
related to agricultural activity. 

Scope 

This IAS shall be applied to account for the following when they relate to agricultural 
activity: 
(a) Biological assets; 
(b) Agricultural produce at the point of harvest; and 
(c) Government grants.  

 
The table below provides examples of biological assets, agricultural produce, and products that 
are the result of processing after harvest. 

Biological assets Agricultural produce 
Products that are the result of 

processing after harvest 

Sheep Wool Yarn, carpet 

Trees in a plantation forest Logs Lumber 

Plants 
Cotton Thread, clothing 

Harvested cane Sugar 

Dairy cattle Milk Cheese 

Pigs Carcass Sausages, cured hams 

Bushes Leaf Tea, cured tobacco 

Vines Grapes Wine 

Fruit trees Picked fruit Processed fruit 

 

DEFINITIONS  

 

AGRICULTURE RELATED DEFINITIONS 

Agricultural 
activity 

is the management by an entity of the biological transformation of 
biological assets for sale, into agricultural produce, or into additional 
biological assets. 

Agricultural 
produce 

is the harvested product of the entity’s biological assets. 
 

A biological asset 
is a living animal or plant. 
 

Biological 
transformation 

comprises the processes of growth, degeneration, production, and 
procreation that cause qualitative or quantitative changes in a biological 
assets. 

A group of 
biological assets 

is an aggregation of similar living animals or plants. 
 

Harvest 
is the detachment of produce from a biological asset or the cessation of 
biological asset’s life processes. 

Carrying amount 
is the amount at which an asset is recognised in the statement of financial 
position. 
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RECOGNITION   

An entity should recognise a biological asset or agricultural produce when the entity: 
(a) controls the asset as a result of past events; 
(b) it is probable that future economic benefits will flow to the entity; and 
(c) the fair value or cost of the asset can be measured reliably. 
 

MEASUREMENT   

 

Biological 
assets 

Any biological asset should be measured initially and at each balance sheet 
date, at its fair value less estimated POS costs. The only exception to this is 
where fair value cannot be measured reliably. 

Agriculture 
produce 

Agriculture produce should be measured at fair value less estimated POS 
costs at the point of the harvest. 

Point-of-sale 
(POS) costs 

POS costs include brokers’ and dealers’ commissions, any levies by regulatory 
authorities and commodity exchanges, and any transfer taxes and duties. They 
exclude transport and other costs necessary to get the assets to a market. 

Determining 
fair value 

IFRS 13 requires the fair value of a biological asset to be determined by 
reference to the principal market. This may or may not be the most favourable 
market. 
 
Cost may sometimes approximate fair value, particularly when: 
(a) little biological transformation has taken place; and 
(b) the impact of the biological transformation on price is not expected to be 

material. 

Gains and 
losses 

A gain or loss arising on initial recognition of a biological asset at fair value less 
estimated POS costs and from a change in fair value less estimated POS cost 
shall be included in P&L. 
 
A gain or loss arising on initial recognition of agriculture produce at fair value 
less estimated POS costs shall be included in P&L. 

Inability to 
measure fair 
value reliably 

There is a presumption that fair value can be measured reliably for a biological 
asset. However, that presumption can be rebutted only on initial recognition for 
a biological asset for which prices or values are not available. 
 
In this case, that biological asset is measured at cost less accumulated 
depreciation less accumulated impairment losses. 

 

GOVERNMENT GRANTS   

 

Unconditional 
An unconditional government grant related to a biological asset measured at 
its fair value less estimated POS costs shall be recognised as income when, 
and only when, the government grant becomes receivable. 

Conditional 
If government grant is conditional, an entity shall recognise the government 
grant as income when, and only when, the conditions attaching to the 
government grant are met. 

IAS 20 
IAS 20 does not apply to a government grant on biological assets measured at 
FV less POS costs. However, IAS 20 apply if biological asset is measured at 
cost less accumulated depreciation. 
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PRESENTATION  

 

Biological 
assets 

These are presented in statement of financial position separately under non-
current assets. 

Agriculture 
produce 

These are classified as inventory in the statement of financial position and 
disclosed separately either in SFP or Notes. 

 
 

Dated: 7 September 2016 


