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IAS 41 Agriculture requires an entity to use a fair value approach in measur

assets related to agricultural activity except for cases where the fair vat& A\be“measured

reliably on initial recognition because changes brought about by biologica t ation are best
reflected by reference to the fair value changes in biological assets. More famXralue changes in

biological assets have a direct relationship to changes in expectations_a=future” economic benefits
to the entity. While the cost of transactions entered into to effeZt hiclésigs
have only a weak relationship with the biological transformatio nd, thus, a more distant
relationship to expected future economic benefits. In additiovatue has greater relevance,

reliability, comparability, and understandability as a m

il transformation often

Jllurerdent of future economic benefits

expected from biological assets than historical cost//a=2there are many active markets for

biological assets. The presence of such markets signi creases the reliability of market value

-
as an indicator of fair value. Next, measures of costof biological assets are sometimes less
reliable than measures of fair value because jg: cts and joint costs can create situations in
which the relationship between inputs and os ill-defined, especially when biological assets
generate additional biological assets and the@dditional biological assets are also used in the
entity’s own agricultural activity. Fur@rg relatively long and continuous production cycles,
with volatility in both the produ ansy market environment, mean that the accounting period
often does not depict a full @mequauy importantly, similar assets coming from different

sources of replacement animals“@na”plants should give rise to similar expectations with regard to

future benefits. This will ‘Ceasiderably enhanced comparability and understandability result when
similar assets are measurecyand reported using the same basis.
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