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Disclaimer 
Please note that every effort has been made to ensure that the advice given in this frequently 
asked question is correct. Nevertheless, that advice is given purely as guidance to members of 
SAICA to assist them with particular problems relating to the subject matter of the frequently 
asked question, and SAICA will have no responsibility to any person for any claim of any 
nature whatsoever that may arise out of, or relate to, the contents of this frequently asked 
question.  
 



3 | P a g e  

 

 
 
 
Introduction 
 
The purpose of this FAQ is to highlight the accounting treatment for subsequent 
expenditure on biological assets, measured at fair value less costs to sell within the 
scope of Section 34 – Specialised Activities of the International Financial Reporting 
Standard for Small and Medium-sized Entities (IFRS for SMEs)  
 
Question 

 
Should subsequent expenditure on biological assets measured at fair value less cost to 
sell be capitalised or expensed when applying Section 34 of the IFRS for SMEs 
Standard?  
 
Answer 
 
.01  Section 34 of IFRS for SMEs Standard does not specify the accounting 

treatment for subsequent expenditure on biological assets measured at fair 
value less costs to sell.  

 
.02 This FAQ clarifies the accounting for subsequent expenditure for biological 

assets measured at fair value less costs to sell. Section 34 of the IFRS for 
SMEs Standard does not provide guidance on how subsequent expenditure, for 
example costs relating to  feeding, veterinary services, planting, weeding, 
irrigation, fertilisation, harvesting and slaughtering should be accounted for. The 
FAQ highlights the accounting for subsequent expenditure in the context of the 
IFRS Interpretations Committee agenda decision “Subsequent Expenditure on 
Biological Assets (IAS 41)” published during September 2019. 

 
Accounting references 
 

.03 Paragraph 34.4 of the IFRS for SMEs Standard states “An entity shall measure 

a biological asset on initial recognition and at each reporting date at its fair 

value less costs to sell. Changes in fair value less costs to sell shall be 
recognised in profit or loss.” 

 
.04 Paragraph 34.7(c) states “An entity shall disclose the following with respect to 

its biological assets measured at fair value: a reconciliation of changes in the 

carrying amount of biological assets between the beginning and the end of the 

current period. The reconciliation shall include: 

 
(i) the gain or loss arising from changes in fair value less costs to sell; 

(ii) increases resulting from purchases; 

(iii) decreases resulting from harvest; 

(iv) increases resulting from business combinations; 
(v) net exchange differences arising on the translation of financial statements 
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into a different presentation currency and on the translation of a foreign 

operation into the presentation currency of the reporting entity; and 

(vi) other changes. 
 

This reconciliation need not be presented for prior periods.” 

 

.05  Paragraph 3.11 of the IFRS for SMEs Standard states “An entity shall retain the 
presentation and classification of items in the financial statements from one 

period to the next unless: 

 

(a) it is apparent, following a significant change in the nature of the entity’s 

operations or a review of its financial statements, that another presentation 
or classification would be more appropriate having regard to the criteria for 

the selection and application of accounting policies in Section 10 

Accounting Policies, Estimates and Errors; or 

(b) this Standard requires a change in presentation. 

 
.06  Paragraph 10.3 of the IFRS for SMEs Standard states “If this Standard does not 

specifically address a transaction, other event or condition, an entity’s 

management shall use its judgement in developing and applying an accounting 

policy that results in information that is: 

 
(a) relevant to the economic decision-making needs of users; and 

(b) reliable, in that the financial statements: 

(i) represent faithfully the financial position, financial performance and 

cash flows of the entity; 
(ii) reflect the economic substance of transactions, other events and 

conditions, and not merely the legal form; 

(iii) are neutral, ie free from bias; 

(iv) are prudent; and 
(v) are complete in all material respects. 

 

.07  Paragraph 10.5 of the IFRS for SMEs Standard states “In making the judgement 

described in paragraph 10.4, management shall refer to, and consider the 

applicability of, the following sources in descending order: 

 
(a) the requirements and guidance in this Standard dealing with similar and 

related issues; and 

(b) the definitions, recognition criteria and measurement concepts for assets, 
liabilities, income and expenses and the pervasive principles in Section 2 

Concepts and Pervasive Principles.” 

 

.08 Paragraph 10.6 of the IFRS for SMEs Standard states “In making the judgement 

described in paragraph 10.4, management may also consider the requirements 
and guidance in full IFRS dealing with similar and related issues.” 
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Conclusion 
 

.09 Section 34 of the IFRS for SMEs Standard does not specify the accounting for 

subsequent expenditure (for example costs relating to  feeding, veterinary 

services, planting, weeding, irrigation, fertilisation, harvesting and slaughtering) 
for biological assets measured at fair value less costs to sell. As a result of a 

lack of clear guidance in the Standard, entities either capitalise or expense 

these expenditures resulting in diversity in practice.  

 

.10   In the absence of guidance in the IFRS for SMEs Standard, the APC has 

concluded that subsequent expenditure incurred on biological assets can either 

be capitalised or expensed. Electing either to capitalise or expense these 

expenditures does not affect the fair value measurement of biological assets nor 

does it have any effect on profit or loss. This does, however, impact the 
presentation and disclosure of amounts in the statement of comprehensive 

income and notes to the financial statements. This conclusion is in line with the 

IFRS Interpretations Committee conclusion in its agenda decision “Subsequent 

Expenditure on Biological Assets (IAS 41)” published during September 2019. 
In this agenda decision, the IFRS Interpretations Committee decided not 
proceed with amending IAS 41 - Agriculture on the basis that it had not obtained 

evidence to suggest that standard-setting on this matter at the time would result 

in an improvement to financial reporting that would be sufficient to outweigh the 

costs. 

 

.11    Applying paragraphs 10.4 and 10.5 of the IFRS for SMEs Standard, an entity 

would apply its accounting policy for subsequent expenditure consistently to 

each group of biological assets. An entity is encouraged to disclose the selected 

accounting policy if that disclosure would assist users of financial statements in 
understanding how those transactions are reflected in statement of 

comprehensive or notes.  

 

.12   The presentation and classification of the subsequent expenditure for biological 
assets should be consistent from one period to the next unless permitted in 
paragraph 3.11 of the IFRS for SMEs Standard.   

 

Illustrative Example 
.13  The International Accounting Standards Board (IASB) staff paper entitled 

“Subsequent expenditure on biological assets (IAS 41), June 2019” (staff 
paper) illustrates the financial statement impact and the extract (with some 
adjustments) obtained from this staff paper is outlined below. The example 
illustrates the effect on the statement of comprehensive income of the different 
accounting treatments. 
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Example 

Entity X has a biological asset measured at fair value less cost to sell (FVLCS) 
of CU200 as at 31 December 2017. During 2018, Entity X incurs expenditure of 
CU300 in growing the biological asset; the biological asset’s FV at 31 December 
2018 is CU600. 

 
The following tables illustrates the different outcomes of expensing or 
capitalising subsequent expenditure: 

 
 

 Expense 
Subsequent Expenditure 

Capitalise Subsequent 
Expenditure  
 

 Biological 
Asset  
Debit / 
(Credit) 

Profit or Loss 
Debit / 
(Credit) 

Biological Asset  
Debit / (Credit) 

Profit or Loss  
Debit / (Credit) 

FVLCS, 31 
December 
2017 

 

CU200  CU200  

Capitalise 
subsequent 
expenditure 

  CU300  

Expense 
subsequent 
expenditure 

 CU300   

Change in 
FV during 
the year  

 

CU400 (CU400) CU100 (CU100) 

FV, 31 
December 
2018  

 

CU600  CU600  

Effect on 
profit or 
loss  

 (CU100)  (CU100) 

 

  
Download the IFRS Interpretations Committee’s agenda decision for the 
detailed discussions.  

 
 
 
 


