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4History of IAS 41 Agriculture

1994
- decision 
to develop 
an IAS on 
Agriculture

1996
- DSOP 
issued

1999
- ED 

issued

2001
- IAS 41 

issued

2003
- IAS 41 
effective

2011
- Agenda 

Consultation 
2011 

Time to review IAS 41

8 years of implementation …

Field-test (Apr/May 2000)
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6Salient features of IAS 41

Prescribes accounting treatment for 
agriculture activity

- is the management by an entity of the 
biological transformation of 
biological assets (living animal or 
plant) for sale into:
(a) agriculture produce
(b) additional biological asset 

How to measure biological transformation?
- fair value model (historical cost fails to 

capture the biological transformation)
- fair value has greater relevance, reliability, 

comparability & understandability as a 
measurement of future economic benefits 
expected from the biological assets
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• Biological assets are measured at its fair 
value less cost to sell (FV-CTS) at initial 
recognition and at each reporting period

• Agricultural produce is measured at FV-
CTS at the point of harvest

• Changes in FV-CTS are included in profit 
or loss in each reporting period

• There is a presumption that  fair value 
can be measured reliably for a BA.  This 
presumption is only rebuttable on initial 
recognition.

Issues Paper
IAS 41
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Extract of results of IASC Field Test Findings  in 2000 (Q10)
Participants were asked, in general, do they favour the proposal that, for financial 
reporting to investors and creditors, all biological assets be measured at fair value 
and that, at the point of harvest, all agriculture produce be measured at its fair value? 
The following table summarises the participants' answers

Industry Country Total

Do not 
favour

4 from forestry, 2 from 
livestock, 2 from wine / 
grapes, 1 from sugar, 1 
from tea

4 from Australia, 1 from Japan, 
1 from Kenya, 1 from 
Netherlands, 1 from New 
Zealand, 1 from South Africa, 1 
from US

10

Favour 2 from forestry, 2 from 
livestock, 2 from sugar, 1 
from potatoes

2 from Australia, 1 from 
Guyana, 1 from Netherlands, 1 
from New Zealand, 1 from 
Papua New Guinea, 1 from 
South Africa

7

No explicit 
position

1 from tea / rubber 1 from Sri Lanka 1

Total 18

10Issues Paper - IAS 41

Agriculture Activity

Engage in the cultivation of 

Consumable Biological Asset (CBA)Bearer Biological Asset (BBA)

Change required:
Limited Amendments Change required

Why IAS 41 measurement basis is 
Appropriate?

 Cultivated to be harvested / for
sale in a future date in the
ordinary course of business

Why IAS 41 measurement basis  
is NOT Appropriate?

 A means for production of
agriculture produce / CBA to be
harvested for sale
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 BBA
- Why IAS 41 measurement basis is NOT Appropriate?

11Issues Paper - IAS 41

 Our conceptual analysis

 Consequence of applying IAS 41

 Information usefulness

 Extract of financial statements that have applied IAS 41
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- BBA: Why IAS 41 Is Not Appropriate Conceptually

• BBA (e.g. grape vines, oil palm & rubber trees) are 
not cultivated for sale. BBA is a means for 
production of agricultural produce / CBA to be 
harvested for sale

• Operation of BBA is similar to manufacturing 
operation whereby time is required for BBA to 
mature to bear agriculture produce  

• Matured BBA is not subject to significant 
biological transformation instead the biological 
transformation is a concept of growth towards 
maturity

• Information about biological transformation is 
relevant when biological transformation is the driver 
of economic change, as in the case of CBA but not 
BBA
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- BBA: Consequence of Applying IAS 41

• Application of fair value requirement to BBA 
results in reporting price changes rather than their 
biological transformation, this is misleading as 
BBA are not held for sale

• IAS 41 – results in inconsistent reporting of 
changes in fair value of:
– land related to agricultural activity, when 

measured at revalued amount (IAS16)
– biological assets that are physically 

attached to land 
• Fair value changes of land and associated 

Biological Assets should be reported on a 
consistent basis as they are intertwined

14Case for Reforming IAS 41
- Information Usefulness

14 analysts responded to our survey: UK (6); Malaysia (7); Singapore (1)

Highly 
useful

Useful Indifferent Not 
useful

Total

Is fair value information 
useful?

- 2 1 9 12

Yes No Total

Is your analysis affected if fair value is reported in the 
notes rather than in the balance sheet and profit or 
loss?

2 7 9

MASB conducted a Survey in 2010 and 2012 and the results …

Extract of analyst’s comment (from the survey):
•Distorts financial statement’s ability to reflect “true & fair” view of an 
agriculture company’s earnings
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- Information Usefulness

Extract of financial performance that has applied IAS 41 … (source: Annual Reports)

16Issues Paper - IAS 41
- Extract of Financial Statements that applied IAS 41

Separate 
column 
on IAS 
41!

Extract of SA SIPEF NV 2011 Annual Report (listed in Euronext Brussels)
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- Extract of Financial Statements that applied IAS 41

Extract of MP Evans Group plc 2011 Annual Report (listed in AIM)

Separate 
column 
on 
IAS 41!

Recommendation

18
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Bearer Biological Asset (BBA)

 BA cultivated for use in the 
production or supply of 
agricultural produce to others; and

 is expected to be used during 
more than one period

Biological Asset (BA)

Consumable Biological Asset 
(CBA)

 BA other than bearer biological 
asset

20Recommendation

Bearer Biological Asset (BBA)

 BA cultivated for use in the production or supply of 
agricultural produce to others; and

 is expected to be used during more than one period

Held for generation of income from 
sale of agricultural produce but is not 

agricultural produce themselves

e.g. oil palm trees, tea 
bushes, grapevines, olive 
trees, cotton plants

Apply measurement basis in 
IAS 16

a means for production
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Consumable Biological Asset (CBA)

 BA other than bearer biological asset

Capable of 
bearing 
agricultural 
produce and 
capable to be 
harvested as 
agricultural 
produce

e.g. dairy cattle 

Apply IAS 41

biological transformation directly enhances or diminishes 
economic benefits to an entity

e.g. stud, 
merino sheep

e.g. pigs, 
trees in timber 
plantation

e.g. 
thorough-
bred

e.g. crops 
such as 
maize, wheat

Capable of 
bearing 
agricultural 
produce 
and are 
tradable in 
the market

Cultivated  
to be 
harvested 
as 
agricultural 
produce

Cultivated  
for sale only

Cultivated  
annually

Alternative Views

22

Recommendation
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23Recommendation
- Alternative View

24

Q&A session

Disclaimer:
The views expressed in this presentation are those of the presenter. Official position 
of the MASB on accounting matters are determined only after extensive due process 
and deliberation. 


