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The costs and benefits of implementing  
Agriculture: Bearer Plants Amendments to IAS 16 and IAS 41 

Introduction 

1 Following discussions between the various parties involved in the EU endorsement 
process, the European Commission decided in 2007 that more extensive 
information than hitherto needs to be gathered on the costs and benefits of all new 
or revised Standards and Interpretations as part of the endorsement process. It has 
further been agreed that EFRAG will gather that information in the case of the 
Agriculture: Bearer Plants Amendments to IAS 16 and IAS 41 (the Amendments). 

2 EFRAG first considered how extensive the work would need to be. For some 
Standards or Interpretations, it might be necessary to carry out some fairly 
extensive work in order to understand fully the cost and benefit implications of the 
Standard or Interpretation being assessed. However, in the case of the 
Amendments, EFRAG’s view is that the cost and benefit implications can be 
assessed by carrying out a more modest amount of work. The results of the 
consultations that EFRAG has carried out seem to confirm this. Therefore, as 
explained more fully in the main sections of this report, the approach that EFRAG 
has adopted has been to carry out detailed initial assessments of the likely costs 
and benefits of implementing the Amendments in the EU, to consult on the results 
of those initial assessments, and to finalise those assessments in the light of the 
comments received.  

EFRAG’s endorsement advice 

3 EFRAG also carries out a technical assessment of all new and revised Standards 
and Interpretations issued by the IASB against the so-called endorsement criteria 
and provides the results of those technical assessments to the European 
Commission in the form of recommendations as to whether or not the Standard or 
Interpretation assessed should be endorsed for use in the EU. As part of those 
technical assessments, EFRAG gives consideration to the costs and benefits that 
would arise from implementing the new or revised Standard or Interpretation in the 
EU. EFRAG has therefore taken the conclusion at the end of this report into 
account in finalising its endorsement advice. 

A summary of the Amendments 

Background 

4 IAS 41 Agriculture has a single accounting treatment for all biological assets within 
its scope. Based on the principle that their biological transformation is best reflected 
by fair value measurement, IAS 41, before the Amendments, required all biological 
assets related to agricultural activities to be measured at fair value less costs to 
sell. IAS 41 identified two classes of biological assets – bearer and consumable 
biological assets – and distinguished between them for disclosure purposes. 

5 Since the issuance of IAS 41, concerns have been raised about the application of 
fair value measurement to bearer plants. These concerns included the following: 

(a) Constituents have noted the cost, complexity and practical difficulties of fair 
value measurement of bearer plants in the absence of markets for those 
assets, and the volatility from recognising changes in the fair value less costs 
to sell in profit or loss.  
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(b) Mature bearer plants are no longer undergoing significant biological 
transformation which is the basis in IAS 41 for fair value measurement. 
Bearer plants are, by definition, used to grow produce over their productive 
life, a use similar to that of manufacturing assets. 

(c) Investors, analysts and other users of financial statements frequently adjust 
profit or loss to eliminate the effects of changes in the fair values of bearer 
plants as the information is not considered useful. 

What has changed? 

6 The Amendments define a bearer plant as a living plant that is used in the 
production or supply of agricultural produce, is expected to bear produce for more 
than one period and has a remote likelihood of being sold as agricultural produce, 
except for incidental scrap sales.  

7 The Amendments remove bearer plants from the scope of IAS 41 and include them 
within the scope of IAS 16 Property, Plant and Equipment. As a result, issuers can 
opt for accounting for bearer plants at cost, and fair value measurement is now an 
option rather than being mandatory. 

8 Additionally, the Amendments confirm that produce growing on bearer plants is a 
biological asset and remains within the scope of IAS 41, carried at fair value less 
costs to sell. 

Effective date 

9 The Amendments become effective for annual periods beginning on or after 
1 January 2016. Earlier application is permitted. 

10 The Amendments shall be applied by entities retrospectively in accordance with 
IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors. To 
simplify the transition, an entity may elect to measure an item of bearer plants using 
deemed cost as its fair value at the beginning of the earliest period presented in the 
financial statements for the reporting period in which the entity first applies the 
Amendments. 

EFRAG’s initial analysis of the costs and benefits of the Amendments 

11 EFRAG carried out an initial assessment of the costs and benefits expected to arise 
for preparers and for users from implementing the Amendments, both in year one 
and in subsequent years. The results of EFRAG’s initial assessment can be 
summarised as follows:  

(a) Costs – EFRAG’s initial assessment was that the Amendments are likely to 
reduce the ongoing costs for preparers and result in only insignificant one-off 
implementation costs. Additionally the Amendments are likely to result in cost 
savings that will outweigh any incremental costs incurred by users to 
incorporate the new requirements in their analysis. 

(b) Benefits – EFRAG’s initial assessment was that users are likely to benefit 
from the Amendments, as the information resulting from them will increase 
comparability between entities and enhance their analysis. Additionally, both 
users and preparers are likely to benefit from a reduction of ongoing 
measurement or assessment costs. 
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12 EFRAG published its initial assessment and supporting analysis on 30 June 2014 
and invited comments by 5 September 2014. In response, EFRAG received five 
comment letters. All respondents agreed with EFRAG’s assessment of the benefits 
of implementing the Amendments and the associated costs involved for users and 
preparers and supported EFRAG’s recommendation that the Amendments should 
be adopted for use in Europe. 

EFRAG’s final analysis of the costs and benefits of the Amendments 

13 Based on its initial analysis and stakeholders’ views on that analysis, EFRAG’s 
detailed final analysis of the costs and benefits of the Amendments is presented in 
the paragraphs below. 

Cost for preparers 

14 EFRAG has carried out an assessment of the cost implications for preparers 
resulting from the Amendments. 

One-off implementation costs 

15 The Amendments require preparers to apply IAS 16 to bearer plants instead of the 
fair value measurement model of IAS 41. 

16 EFRAG notes that IAS 16 is well-known and commonly-understood. EFRAG thinks 
that it is highly likely that the entities required to implement the Amendments 
already use IAS 16 models for other items of property, plant and equipment related 
to agricultural activities including land and tools. These entities will be required to 
adapt IAS 16 to a new class of property, plant and equipment i.e. bearer plants.  

17 EFRAG acknowledges that entities may be required to capture or track new 
information for existing bearer plants i.e. the elements of cost including purchase 
price and the costs attributable to bringing the asset to the location and condition 
necessary for it to be capable of operating in the manner intended by management. 
Although, we understand that some entities already collect this information under 
the IAS 41 exception to fair value model, for other entities establishing systems to 
collect this information may be costly.  

18 If bearer plants have long life cycles, entities could be required to look back several 
decades in order to obtain the necessary information. The amendments, however, 
permit the use of fair value as deemed cost for existing items of bearer plants at the 
beginning of the earliest comparative period presented in the financial statements. 
EFRAG thinks therefore that initial recognition of bearer plants as items of property, 
plant and equipment will not result in significant initial costs in establishing the cost 
of existing bearer plants.  

Ongoing costs  

19 The purpose of the Amendments, amongst others, is to address the cost, 
complexity and relevance of the provided measurement of bearer plants. The 
Amendments require the application of IAS 16 instead of the mandatory application 
of fair value measurement. We think that this change will result in a reduction of 
ongoing costs to measure bearer plants.  

20 EFRAG notes also that the produce growing on bearer plants, under the 
requirements of the Amendments, should be carried at fair value less costs to sell. 
Under IAS 41 before the Amendments, the agricultural produce was carried 
together with the bearer plants and recognised separately only at harvest. EFRAG 
expects that measuring the produce at fair value less costs to sell would be less 
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complex and costly than measuring the bearer plants and produce together at fair 
value less costs to sell because the produce is growing on the bearer plants only for 
a short period; additionally, there is frequently a market for the produce as it nears 
harvest.  

21 EFRAG notes that entities that encounter significant practical difficulties on initial 
measurement of growing produce may meet the requirements of the exemptions in 
paragraphs 10(c) and 30 of IAS 41. Paragraph 10(c) of IAS 41 states that an entity 
shall recognise a biological asset only when the fair value or cost of the asset can 
be measured reliably and paragraph 30 of IAS 41 requires a biological asset to be 
measured using a cost model if fair value measurement is determined to be clearly 
unreliable.  

22 We think, therefore, that the Amendments are not likely to result in an increase in 
the ongoing costs of measurement of the produce growing on bearer plants 
compared to the previous IAS 41 measurement model. 

23 Additionally, EFRAG notes that IAS 16 does not prescribe the unit of measure, or 
the extent to which items can be aggregated and treated as a single item of 
property, plant and equipment. In consequence, applying the recognition criteria in 
IAS 16 to bearer plants will give an entity flexibility, depending on its circumstances, 
to decide how to aggregate individual plants for the purpose of determining a 
measurable unit of bearer plants. 

24 Overall, EFRAG’s assessment is that the Amendments are likely to reduce the 
ongoing costs for preparers and, generally result in an acceptable level of 
implementation costs.  

Costs for users 

25 EFRAG has carried out an assessment of the cost implications for users resulting 
from the Amendments. 

26 EFRAG notes, that during the IASB’s outreach, investors and analysts and other 
users of financial statements asserted that they adjusted the reported profit or loss 
to eliminate the effects of changes in the fair values of bearer plants. EFRAG thinks 
that the Amendments will result in direct provision of useful information for decision-
making, and in consequence, will result in the reduction of on-going costs for 
preparers.  

27 Overall, EFRAG’s assessment is that the Amendments are likely to result in cost 
savings that will outweigh any incremental costs incurred by users to incorporate 
the new requirements in their analysis. 

Benefits for preparers and users 

28 EFRAG has carried out an assessment of the benefits for users and preparers 
resulting from the Amendments. 

29 EFRAG’s assessment is that both preparers and users are likely to benefit from the 
Amendments. The Amendments are likely to reduce the ongoing costs of 
measurement for preparers and the financial information provided by the preparers 
is likely to be more relevant for decision making by users. 

30 Overall, EFRAG’s assessment is users are likely to benefit from the Amendments, 
as the information resulting from it will increase comparability between entities and 
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be more useful in their analysis. Additionally, users will likely benefit from a 
reduction in ongoing assessment costs.  

Conclusion 

31 EFRAG notes that constituents raised issues that the costs of measuring bearer 
plants at fair value are perceived by many preparers to exceed the benefits to users 
of financial statements. 

32 EFRAG’s overall assessment is that the overall benefits of implementation of the 
Amendments are likely to outweigh costs associated with the implementation. 
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