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Introduction

Agriculture is one of the most important branches of economy in the Repub-
lic of Armenia, the same way as in any other countries, as it carries out the function
of providing with food reserves, meantime, supplies series of branches of industry
with raw materials.

Agriculture is connected with living organisms - biological assets, which are
reproduced along with growth, productivity (yield), due to the peculiarities of
agricultural activities. The latter are the reason why IAS 41 "Agriculture" standard
is included in the list of the international accounting standards for this branch of
the economy.

As a result of the amendments to IAS 41, some of the biological assets are no
longer included in the scope of the standard, therefore, the revelation of these
amendments and the development of theoretical approaches are important for
preparing financial statements for agricultural organizations.

Measurement and management of a biological transformation for sale
According to IAS 41 "Agricultural activity is the management of biological as-
sets’ biological transformation and product’s receipt by the organization, either
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for sale, or for agricultural products, or for conversion of additional biological
assets"".

A biological asset is a living plant or a living animal which is capable of biolog-
ical transformation as a living organism: i.e. to grow, to regenerate, to give food
(crop) and to propagate itself.

The use of the term "biological assets" for living plants and living animals, as
separate objects of accounting, is very substantial, as the name already implies the
innate essence of development and self-reproduction of animals and plants?.

According to this standard, agricultural activity is conditioned by both the
measurement and the management of a biological transformation of living plants
and living animals, with an aim to sell the result of that transformation. Therefore,
the inclusion of living plants and living animals in the scope of IAS 41 is condi-
tioned by the circumstance of both the management a of biological transformation
and the sale of living plants and living animals, otherwise, IAS 16 "Fixed Assets", is
applied for the cases, when the biological transformation of living plants and living
animals is not managed by the organization or there are another purposes for
their usage (graph 1).

Let's discuss the following situations: the organization carries out the security of
the area with the help of Armenian gampr guard dogs in parallel with the security
systems.

At first site, the guard dog, Armenian wolfhound, is a living organism, there-
fore, it is a biological asset, it should be accounted as non-current biological asset.
It should be added, that the organization looks for the growth and takes care of the
dog and implements the vaccinations diligently. It seems, that a measurement and a
management of a biological transformation is carried out too.

However, the organization would consider the Armenian wolfhound as a bio-
logical asset and would account it in accordance with the "Agriculture” standard, if
the measurement and the management of a biological transformation had been
carried out for sale, as it is set in IAS 41. While in the presented situation, the
management of the biological transformation of the Armenian gampr is carried
out not for sale, but for the preservation of the organization’s own territory,
therefore, the Armenian wolfhound should be accounted as a depreciable fixed

1 <<CUU 41,2010, 5.
2 bepesa 2019, 60.
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asset, be included in IAS 16 by that organization and be evaluated by the primary
value, as it is presented in graph 1.

The scope of accounting animals of a zoo can be interpreted in the same con-
text, as their presence in a zoo as well as the measurement and the management
of their biological transformation serves any other purpose but not sale. Thus, the
activity of a zoo can’t be considered as an agricultural activity, even if those ani-
mals breed naturally, during their whole lifetime.

Consumable Biological Asset, Only at the Point of Harvest

Within the scope of IAS 41 "Agriculture”, are included:

¢ Biological assets (excluding fertile plants),

e Agricultural product at the point of harvest,

¢ Conditional and unconditional State's Interest concerning biological assets.

It should be noted that agricultural products are the crop, food obtained
from biological assets, at the point of harvest. Even if the reprocessing of agricul-
tural products is the logical and normal sequel of an agricultural activity, however
the crop obtained after harvest is included in the scope of IAS 2 "Inventories”, as
it refers to the process of reprocessing of agricultural products after harvest.

LIVING PLANTS, LIVING ANIMALS

1 1

Biological transformation is Biological transformation is not ma-
managed by the organization, naged by the organization or it is
for sale. managed but not for sale
IAS 41 “Agriculture” is applied IAS 16 “Fixed assets” is applied
Accounted as 116” Biological Accounted as 111 “Depreciation of
assets” fixed assets”

Graph 1: Inclusion of living plants and animals in the scope of IASs

From this point of view, it is noteworthy, that the organization can carry out a re-
processing industrial activity in parallel with an agricultural activity.
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Let's discuss the following: the pharmaceutical company has several separate
types of animals, and produces drugs against diabetes, thyroid and other diseases,
using their hormonal secretions. It is clear that the pharmaceutical company manages
the biological transformation of separate types of animals — growth, development,
breed, and its goal is clear — production of drugs using animal hormones.

As a result, the pharmaceutical company carries out two types of activity: Agricul-
tural activity in the scope of IAS 41, for the production of those animals and the hor-
mones derived from them (at the point of receipt), and the production of medicines
using animal hormones that are already included in IAS 2.

The analogic picture of what has been said, is the production of vineyards, prod-
ucts obtained from them and wine: when the organization cultivates vines, which are
fertile plants, and "the unharvested crop belongs to the fertile plant from which it is
going to be obtained, so it cannot be accounted separately until the harvest">.

The product obtained during harvest is a biological asset, although it is consumable.
Therefore, the organization should apply IAS 41 for the evaluation of the latter.

The assets included in the scope of IAS 41 "Agriculture”, should be evaluated as
actual value, subtracted sale expenditures, and the assets are reflected in the financial
statements of agricultural organizations on this basis. This is the reason, why the eval-
uation of biological assets is so essential while preparing the financial statements of
agricultural organizations*. Moreover, the evaluation of biological assets should be made at
the moment of primary identification, as well as at the end of each accounting period®.

The clause of reflection of biological assets according to IAS 41 "Agriculture"
standard, ejects the traditional system of evaluation of assets according to actual ex-
penditures, which is applied by industrial organizations.

In the case when the organization uses the harvested grape for wine production,
the IAS 2 standard is applied for that grape after harvest (graph 2), moreover, the
actual value of the grape is accepted as primary value of a raw material.

Fertile Plants are in the Sphere of Action of IAS 16

It should be noted that fertile plants have been excluded from the scope of IAS
41, by the way, this exception is one of the latest amendments to the "Agriculture"
standard.

According to IAS 41, fertile plant is a living plant, which

a) is used for the production of an agricultural product or for supply,

3 Knbivosa, 3aknposa, Cutaukos 2015, 17.
4 Wenecr, MoHTapeHko 2016, 225.
5 acaHos 2013, 292.
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b) it is expected to have production during more than one period, and

c) it has less probability to be sold as an agricultural product, than as a waste for
side sale®.

Whereas, the product obtained from a fertile plant is a biological asset, moreo-
ver, it is consumable, it is included in the scope of ISA 41 and is evaluated as actual
value subtracted sale expenditures: "Some plants, such as tea bushes, vines, olive
palms, rubber trees, usually meet the definition of fertile plant, and are within the
scope of action of IAS 16. However, the products obtained from the crop, such as tea
leaves, grapes, olive palms, and latex, are within the scope of IAS 41",

According to the amendment to IAS 41, fertile plants are living organisms, that
are used in the production of agricultural products if this process is likely to be re-
peated in the following years. That is to say, the fertile plant is a long-term supplier of
an agricultural product (at least more than 12 months), it is at its ripeness's zenith, and
it is only a carrier of consumable biological asset (product). Therefore, the fertile tree
should be accounted separately according to the actual cost price, and the crop of the
tree should be accounted separately according to the actual value subtracted sale ex-
penditures.

Before this amendment, IAS 41 stated clearly, that "At the moment of primary
identification and at the end of each accounting period, a biological asset should be
measured by its actual value subtracted sale expenditures, except the case, when it is

"8 When there are conditions which

not possible to measure the actual value for sure
allow to measure the actual value of a biological asset for sure, it is necessary to start
to evaluate by the actual value. And the actual value is determined on the basis of the
recent transaction prices in the active market®. It should be noted that actual value of
biological assets, subtracted sale expenditures, may be changed due to the changes in
physical properties of biological assets, as well as to the market price'®.

The basis of the classification of biological assets is the supposition, that biological
assets are able to propagate and to grow while submitting to qualitative and quantita-
tive changes'' . From this point of view, it is expedient to differentiate biological assets
between fertile and consuming groups, which are also grouped as mature and imma-

ture biological assets'.

6 <CUU 41, 2010, 5:

7ZCUU 41, 2010, 4:

8 ['penaneposa, Metposa 2020, 120-126.

9 Banaluosa, Llennaesa 2018, 5.

10 Hukutuna, Byparbaesa, Masutos, XaHosa, Cubararynn 2021, 331.
" Akosnesa 2020, 204.

2 Jlesuyk, [op6au 2019, 154.
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Non-current and Current Biological

Assets
| !
Biological assets Agricultural product,
(living plants and animals, obtained from animals
excluding fertile plants) and plants or living plants
and animals for sale
L J J
Biological Agricu'tural Product at Agricultural
assets are the point of harvest, product after
accounted as non- living plants and ani- harvest is
current mals for sale are ac- accounted as
material assets counted as reserve reserve (IAS 2)
(IAS 41) (IAS 41)
| | | |
116 “Biological 212 “Consumable 211 “Raw mate-
assets” biological assets” rials. materials”

Graph 2: The inclusion of biological assets within the scope of IASs

The evaluation of biological assets by the actual value, ensures the exact possibili-
ty to synthesize the data of such an organization™.

Before the amendments in IAS 41, there was a question, whether it was possible
to sell a "fertile tree" product in the current market, otherwise, it became impossible
to determine the actual value of the fertile tree.

The biological assets are often connected with the soil inseparably (for example,
forest trees). Maybe there is not a separate market for the biological assets, that are
inseparably connected with the soil."* So it is logical, that fertile plants as biological
assets, were ejected from the scope of ISA 41, and many people greeted this amendment.

Note, that this exception doesn't refer to productive animals, but only to fertile
plants, that is to say, the amendments of the standard differentiate fertile plants and
productive animals, in the sense, that fertile plants are included in the scope of ISA
16, and evaluated by the primary or reevaluated value, subtracted accumulated depre-

13 Tepexos, Tepexosa 2015, 30-31.
' Mapacougan 2012, 58.
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ciation and losses from devaluation, and the animals are in the scope of ISA 41, irres-
pective of the fact, whether they are fertile or consumable (graph 3).

Fertile and Productive Biological Assets

1 1 8
Fertile plants Productive animals
RIS . 5
IAS 16 “Fixed assets” IAS 41 “Agriculture”
¥ A §
Evaluated by the primary or Evaluated by the actual value
reevaluated value subtracted sale expenditures

Graph 3: The Inclusion of Fertile Plants and Productive Animals within the Scope of ISAs

In addition, as a result of the amendments in the standard, the tree grown by the
organization's own means will be considered as inaccessible fixed asset for use, before
it becomes fruitful, that is to say, the expenses incurred on the tree year after year
(before it becomes fruitful) should be collected in the corresponding account of 82
groups of an accounting plan, be wrote off in the end of the year and be reflected in
the account "Inaccessible fixed assets for use".

Conclusion

Thus, International Accounting Standards have unique approaches to the classifi-
cation, accounting, and evaluation of living plants and living animals, and the task of
accounting is to form reliable information on biological assets and agricultural prod-
ucts, that meets international standards.
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LELUUAULUUUL UUSPhUYLErh SUTUUNUUL <hULULAPILENE' CUS
UbhRURYU3NL AUPNrNThAL6rh

Uwuyw Mnnnujwt, Snhwp <wpnieniujw
Udihnthnud

Lwup np YEuuwpwuwywu wynphyubiph b gninuntnbuwywu wpnwnpwuph
hwojwndwu tuunhpp dhowqquiht swhnpnohsubpht hwdwwwwnwufuwt wpdwuw-
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hwywwn nbintwwnynipjwu duwynpnidu k, nunh hwoyuwndwt wnbuwuyniuhg Yw-
punpynid £ unpdwuinpy wynbiph Yppwndw mbuwywu hhdpbph pugwhwjnnudp:

Luubny YEuuwpwuwlywu wywnphdubpp' npybiu <KUU 41 «$ninununtiunte-
jnu» swihnpnash Yhpwndwtu opjlnh wnwugpwiht wwjdwuubp YEuuwpwuwywu
wywpdubph Jwbwnph hwdwp' wwjdwuwynpws Yeuuwpwuwlwu thnfuwybpw-
dwu jwnwlwpdwdp, twywwnwy nubup pwgwhwjnb wju hwugqwdwupbpp, npnug
ounphpy  ubpyuwjwgywd YEuuwpwuwlwu wlwhdubpp  ubpwnynd B wyg
swihnpnahsubpnud:

Uhowqquwiht swihnpnohsubipnid ubpwnynn YEunwup pnyubiph U Yeunwuhubph
nwuwlwnpgdwt Ybpwpbipjug nmbuwlwu dnintignwdubpp hwdwhnwuy o <<UU 41
swihnpnohsubipnd Yuwwnwpywsd thnthnfunigyniutbphu, npnup pwgwnnud Gu pbippw-
wint pnyutipp <KUU 41 «3niquinuinbunyginius» swthnpngsh gnpdnnniejw nwnhg:

Pwbwih pwnbp' gjninuununbuwlwu gnpdniubinieniu, YEuuwpwuwlwu wy-
whyubip, gninununbuwlwt wpnwnpwup, hwpywnnid, YEluwpwuwwu thnfuw-
Ytpwnw, <CUU 41 «Gyninuinunbunieiniu», dhowqquiht swithnpnahsubin:

MPOBJIEMbI YHETA BUOJIOTMYECKUX AKTUBOB MO MEMYHAPOHbIM
CTAHOAPTAM

Mans lMorocsaH, [oap ApyTtoHaH
Pestome

NockonbKy 3apaveii yyeta 6GUONOrMYECKUX aKTUBOB U CENbCKOXO3AWCTBEHHOM
NPOAYKLMW ABNAETCA NpefocTaBleHVe JOCTOBEPHOIN MHGpOpMaL MK B COOTBETCTBUM
C MeXJyHapofHbIMM CTaHfapTamu, TO BeCbMa BaMHO PacKpbiTb TEOpeTUYecKue
OCHOBbI MPYMEHEHVA HOPMATUBHbIX aKTOB C TOUYKM 3peHnA ByXranTepcKoro yyeta.

C aT0if Lenblo HEObXOAMMO PacCMOTPETb KIKOYEBbIE YCNOBUA MPUMEHEHUA
bronornyecknx akTMBOB B KayecTBe oObeKTa Mcronb3oBaHuA ctaHgapta MCPO
(IAS) 41 «Cenbckoe x03aiicTBO» ANA NpPOJaMM OUONOrMYECKUX aKTMBOB MOA,
ynpaeneHvem OMONornyeckoli KOHBepcuM ONA BblABNEHUA OOCTOATENLCTB, Npu
KOTOpbIX 6MONOrMYecKne akTVBbI BKITHOYAIOTCA B Apyrue CTaHaapThbl.

lNpepcTaBneHHble TeOpeTUYECKNE NOAXOAbI KnacCuMKaLMmM MUBbIX pacTeHwit
M MUBOTHbIX, BKIIOYEHHbIX B MemayHapoaHble cTaHfapTbl B COOTBETCTBUU C
nonpaskamu kK MCPO 41, uckntoyatoT nnofoBble KynbTypbl U3 cdepbl AeicTuA
MC®PO 41 «Cenbckoe x03aACTBO».
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KnroueBble cnoBa — CeNbCKOXO3ANCTBEHHAA [eATENbHOCTb, OMonornyeckue
aKTUBbl, CENbCKOXO3ACTBEHHAA MpOAyKuMA, Yy4eT, buonornyeckas TpaHcdop-
mauma, MCPO 41 «Cenbckoe x03aNCTBO», MeMAyHaPOAHbIE CTaHAAPTbI.

THE PROBLEM OF ACCOUNTING OF BIOLOGICAL ASSETS TO INTERNATIONAL
STANDARDS

Manya Poghosyan, Gohar Harutyunyan
Abstract

As the purpose of accounting for biological assets and agricultural products is to
provide reliable information in accordance with international standards, this article is
devoted to revealing the theoretical basis for the application of normative acts from the
point of view of accounting.

The article discusses the key conditions for the use of biological assets as the subject
of 1AS 41 Agriculture for the sale of biological assets under the management of biological
conversion in order to identify the circumstances in which biological assets are included in
other standards.

This article also presents the theoretical approaches to the classification of live plants
and animals included in international standards in line with the amendments to IAS 41,
which exclude crops from the scope of IAS 41 Agriculture.

Key words - agricultural activity, biological assets, agricultural products, accounting,
biological transformation, IAS 41 "Agriculture”, international standarts.



