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Introduction. Just a few years in most developed and developing countries 

there are a transition to a unified terminology, methods of accounting and financial 

reporting principles. And this is an irreversible process associated with the 

recognition and adoption of international financial reporting standards (IFRS). 

The concept of IFRS as the global accounting standards and financial reporting 

has been publicly supported by many authoritative international organizations, 

including the World Bank, the International Monetary Fund, the Group «Big 

Twenty», the International Organization of Securities Commissions and Exchange 

Commission, the International Federation of Accountants, the Basel Committee. At 

the beginning of 2013 more than 120 countries require or permit the use of IFRS. 

IFRS themselves are not legally binding documents, but they become 

established in each country if endowed with the appropriate status under the law or 

decision of the national or supranational regulatory body. 

By 2015, the Russian Ministry of Finance plans to finally bring together the 

Russian system of accounting and IFRS. Many organizations have decided not to 



wait for involuntary transfer accounting system to international standards, and 

gradually introduce it in parallel with the Russian accounting standards. 

IFRS comprise standards and interpretations themselves. Complex standards 

establish requirements for the preparation and presentation of financial statements. 

Explained give formal guidance on specific topical and common accounting issues 

within the context of existing standards.  Statements are relevant IFRS if it complies 

with all applicable requirements of each standard and explanations (including 

materiality) . When preparing financial statements under IFRS Russian organizations 

should be guided directly on all aspects of IFRS, without any exceptions or 

clarifications.  

Questions of IFRS agricultural organizations are probably the most relevant 

and complex. 

Stavropol Region of the Russian Federation and its agro-industrial complex 

and its basic industry - agriculture are leading, the system- economic spheres forming 

the agri-food market, food and economic security, employment and settlement 

potential of rural areas. Today, the agricultural organizations edge task is to produce 

competitive agricultural raw materials and food, as well as provide long-term 

prospects for sustained development of the industry. Implementation of the State 

Program of development of agriculture, economically significant programs, and the 

use of established institutions in the region to support attracting investments allowed 

in the years to ensure positive development of the industry. Such improvements in the 

agricultural sector edges allow the agricultural organizations working with foreign 

counterparts, to attract foreign capital as an investment, etc. All this predetermines 

the need for an efficient system of management of agricultural organizations. The 

main management information base agricultural organizations is accounting financial 

accounting and formed on the basis of its financial statements. As you know, 

accounting and reporting should provide information needs of internal management 

organizations and external users to make effective economic decisions. This means 

that you must use the most appropriate accounting model that best reflect and 

measure the amount, timing and uncertainty of future cash flows, as well as the result 



for the period. As an alternative model excluding agricultural organizations may 

consider the system of IFRS. Today, very few organizations apply agro-industrial 

complex edge format of reporting under IFRS. 

There is a need to separately develop high standards of financial accounting 

and reporting in agriculture in order to make them widely used preparers of financial 

statements and useful for its users. 

Financial accounting in agriculture should reflect the following characteristics 

of biological assets: 

- the nature and stage of the agricultural cycle, 

- management objective and business model of generating future cash flows. 

It should be noted that agriculture has to deal with living organisms that are 

constantly changing. These changes are not always subject to management. For this 

reason, there are difficulties in the development and application of accounting 

standards in agriculture due to attempts to apply a common approach to these 

different objects in accounting as animals and plants. Therefore, IAS 41 

«Agriculture» is particularly important for the practical application of agribusiness 

organizations. Of particular importance should be recognized assessment of 

biological assets at fair value, as this will be possible thanks to a realistic assessment 

of the financial condition and solvency of agricultural organizations. 

In accordance with the above mentioned standard as biological assets should 

be treated animals (animals for breeding and fattening , adult productive and breeding 

livestock, poultry, rabbits, bees, etc.) or plants ( annual and perennial crops, 

perennials, trees and etc.) that are in the process of biological transformation 

(biological growth ) can give agricultural production (live weight gain, milk, wool, 

eggs, fruit, vegetables, etc.) and / or additional biological assets (calves, piglets, 

lambs, plants, etc.), as well as how - or otherwise economic benefit of agricultural 

organization. 

In our opinion, it is necessary to pay attention to the practical undesirability of 

the fair value of plants in the process of short-term agricultural cycle, until they are 

collected as a crop. For example, at the end of the year, agricultural organizations of 



the region have a winter cereal crops (wheat, barley). In this case, it is difficult to 

determine the fair value of these plants and, certainly, it will not reflect the value of 

future cash flows. 

Inference. In our opinion, these plants such agricultural cycle should be 

considered in accordance with IFRS (IAS) 2 « Stocks» as a work in progress at the 

lower of cost and net realizable value. While the cost should include all costs incurred 

from the beginning of the particular agricultural cycle, including the cost of 

cultivation of the land, seeds, fertilizers, plant protection products and ancillary 

plants. 

Besides agricultural organizations grow plants as auxiliary agricultural 

products for use in other cycles of agricultural activity. For example, forage grasses 

(with or without intermediate processing). It is quite obvious that such biological 

assets separately will not create future cash flows, and the result of their biological 

transformation should be transferred to subsequent agricultural cycles. Since they are 

also practically expedient to estimate their fair value, consider their offer IFRS (IAS) 

2 « Stocks» as a work in progress at the lower of cost and net realizable value, and 

transfer their value at the cost of subsequent agricultural cycles. 

Sometimes the requirement of IFRS (IAS) 41 «Agriculture» to measure at fair 

value of agricultural produce at the point of collection leads to a distortion of the 

financial result of agricultural activities. We believe that it would be appropriate to 

include in the relevant standard easy to adjust the estimates of fair value of 

agricultural products within a reasonable time after the time of collection or 

assessment at a later time. 

Thus, today there are certain difficulties of application of international 

financial reporting standards by agricultural organizations. Need more detailed 

approach to the assessment of the fair value of biological assets and agricultural 

produce. In our view, perhaps the allocation methods for separating fair value relative 

to groups of both biological and non-biological assets. 
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