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USE OF FOREIGN EXPERIENCE IN
ORGANIZING THE ACCOUNTING AND
AUDITING OF BIOLOGICAL ASSETS

Axmetova S.S.
Independent Researcher at Tashkent
State University of Economics

Abstract. This paper provides a comparative analysis of the experience of developed countries in
accounting for and auditing biological assets. It examines general approaches based on IAS 41 “Agriculture,”
the choice between fair value and historical cost, Canada’s full-cost accounting approach, and practices in
the United Kingdom, the United States, Singapore, Russia, Spain, China, the Czech Republic, Portugal, and
Poland. The possibilities of applying foreign experience to the practices of agricultural enterprises in Uzbekistan
are also substantiated.

Keywords: biological assets, foreign experience, fair value, historical cost, full-cost accounting, comparative
analysis, IAS 41.

Annotatsiya. Ushbu maqolada biologik aktiviarni hisobga olish va audit gilish bo‘yicha rivojlangan
mamlakatlar tajribasi giyosiy tahlil gilingan. Unda 41-son “Qishlog xo‘jaligi” BHXSga asoslangan umumiy
yondashuvlar, haggoniy giymat va tarixiy giymat usullari o‘rtasidagi tanlov, Kanadaning to‘liq xarajatlarni hisobga
olish yondashuvi, shuningdek, Buyuk Britaniya, AQSh, Singapur, Rossiya, Ispaniya, Xitoy, Chexiya, Portugaliya
va Polsha amaliyoti o‘rganilgan. Xorijiy tajribani O‘zbekistondagi gishloq xofjaligi korxonalari amaliyotiga tatbiq
etish imkoniyatlari ham asoslab berilgan.

Kalit so‘zlar: biologik aktivlar, xorijiy tajriba, haqgoniy giymat, tarixiy giymat, to‘liq xarajatlarni hisobga
olish, qgiyosiy tahlil, 41-son BHXS.

AHHoTauus. B ctatbe npoBeAEéH CpaBHUTENbHbIN aHaNM3 OnbiTa pasBUTbIX CTPaH B obnacTu byxrantepckoro
y4yéTa 1 ayguta Bmonormyeckmx akTmBoB. PaccmoTpeHbl o6wme nogxoabl, ocHoBaHHble HAa MC®O (IAS) 41
«Cenbckoe X0351MCTBO», BbIOOp Mexady cnpaBenfivMBOA M UCTOPUYECKOM CTOMMOCTbLIO, KaHaACKUM MOAXOA
K YY4ETY MOMHbIX 3aTpart, a Takke npaktuka Benvkobputanum, CLUA, CuHranypa, Poccumn, Ucnanum, Knutas,
Yewckon Pecnybnuku, Moptyranuu n MNonbwm. O60CHOBaHbI BO3MOXHOCTM NMPUMEHEHWS 3apybexxHOro onbita
B AEATENbHOCTU CENbCKOXO3ANCTBEHHbIX NPEANPUATAN Y36ekncTaHa.

KnroueBbie cnoBa: 6ronornyeckme aktmsbl, 3apybexxHbIl OMbIT, CNpaBeaiMBas CTOMMOCTb, UICTOPUYecKast
CTOMMOCTb, YYET MOMHbIX 3aTpat, cpaBHUTENbHbIM aHanu3, MCPO (IAS) 41.

INTRODUCTION

In world practice, the regulatory basis of accounting for biological assets is formed by International
Accounting Standard (IAS) 41, “Agriculture.” Extensive reforms are being carried out in Uzbekistan on the
transition to international financial reporting standards. In this regard, the study of biological assets accounting
and auditing organization and national best-practice approaches to adapt the experience of developed countries
is of important scientific and practical importance. There is a difference in the approaches to the valuation of
biological assets in different countries and in taking into account the effects of national GAAP, which makes this
comparative analysis necessary.

1. IAS 41: General Rules and Practices of Developed Countries

In IAS 41, a biological asset is described as “a living animal or plant,” and a group of biological assets is
described as “an aggregation of similar living animals or plants.” Depending on the duration, purpose, and use,
the standard allows the grouping of biological assets and requires their assessment at fair value less costs to
sell. This general rule is supported by developed countries but adapted to national conditions.

On the date of initial recognition of biological assets in Great Britain, as well as on the subsequent reporting
date, they are assessed at fair value less costs to sell when the value can be determined reliably. In the USA, an
IFRS-based approach to accounting for biological assets and agricultural products has received broad support,
and ensuring the reliability of the information in reports is important for reducing the likelihood of errors and
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increasing compliance with international standards. In Singapore, biological assets are accounted for on the
basis of IAS 41; meanwhile, for fixed assets, from 1 January 1984 until 31 December 1996, revalued facilities
were subject to regular assessment, with partial exemptions provided.

2. Historical and Fair Value: European Experience and the CIS

Using the example of Spanish farms, Argilés, Garcia-Blandén, and Monllau conducted empirical studies
on the transition from historical value to fair value and found that the predictive power of the fair valuation of
biological assets for future income was high. In China, Wencun’s model for measuring biological assets in
livestock production was analysed using six typical farms, with the percentage change in net fair value being the
largest basis. Sedlacek studied assessment methods in Czech agricultural accounting research. In Portugal,
biological assets are accounted for at fair value; Gongalves, Lopes, and Craig studied the value relevance of
biological assets and found that information on biological assets intended for consumption may have relatively
limited value relevance for investors when making valuation decisions. Nowotarska and Wegrzynska conducted
a survey in Poland to identify the factors influencing the choice of valuation methodology; Mietule analysed
the problems and solutions related to the accounting and valuation of biological assets in Latvia. In Russian
practice, when the market price of biological assets cannot be determined reliably, the discounted net cash-flow
method is used to determine their current value. As noted by Mattera and Pal, historical-value measurement is
a common method in the European Union.

The comparative analysis shows that the fair-value model increases the predictive power of financial
reporting, although its application has a number of limitations. Empirical research conducted in Spain using the
example of small businesses in agriculture showed that the application of the method developed in Western
countries was no less effective than fair value. The main reasons for this are related to entities’ approaches to
determining fair value, its variability, the insufficient development of an active market, and difficulties in gathering
audit evidence. In this regard, in foreign practice, the historical-value or fair-value method for biological assets
is selected and used depending on the type of asset, the availability of reliable information, and the existence of
an active market. Ensuring comparability between these choices remains one of the main issues in the national
accounting system.

3. Full-Cost and Environmental Approach: The Canadian Experience

Full-cost accounting is used to account for the full cost of agriculture in Canada. This approach refers to
the overall assessment of environmental and social costs and benefits arising from activities outside market
practices. Full-cost accounting is necessary because more information on the environmental costs and benefits
of agriculture is required to make sound decisions. Wetland ecosystem studies are regarded as a key component
of the valuation of land and water resources; environmental externalities, such as river pollution, are taken into
account as external costs borne by downstream users. Additionally, issues related to calculating depreciation for
animals used in agriculture, identifying depreciable objects, and differences between accounting and taxation
require further methodological clarification and improvement within the applicable accounting standards.

Table 1
Comparative Analysis of Foreign Experience in the Valuation of Biological Assets!
Country Valuation approach _ Key features _
Biological assets are measured at initial recognition and at each
United Kingdom Fair value less costs to sell subsequent reporting date when fair value can be measured

reliably.
Emphasis is placed on improving the reliability of financial

__reporting and reducing the risk of accounting errors. _
Biological assets are measured under IAS 41, while specific

United States IFRS-based accounting principles

Singapore Accounting based on IAS 41 revaluation provisions may apply to property, plant, and
equipment.
) Environmental and social costs and benefits are included in the
Canada Full-cost accounting

i overall assessment.
The method is applied to determine current value when an

Russia Discounted net cash-flow method . : .
i active market is unavailable. _
. s . Fair-value measurement may improve the prediction of future
Spain Historical cost and fair value income
. . The valuation model considers chénges in the net fair value of
China Fair-value measurement model . . - .
___biological assets in livestock farming..
Czech Republic Fair and reliable valuation Various valuation me:;ggjnatirr?qapplled in agricultural
. . Particular attention is paid to the value relevance of information
Portugal Fair-value accounting . .
i _ i on biological assets. i
Poland Factors influencing the choice of | Survey-based methods are used to identify factors affecting the
valuation method selection of valuation approaches.

1 Compiled by the author based on IAS 41 and foreign studies [1; 3-9].
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4. International Approaches to the Audit of Biological Assets

The audit of biological assets in international practice is carried out on the basis of International Standards
on Auditing (ISA). The unique nature of biological assets and the determination of their fair value are associated
with the specific characteristics of biological entities. The experience of China shows that the accounting and
auditing of biological assets may involve increased risks of material misstatement and irregularities, creating
additional challenges for auditors. In this regard, auditors should apply professional scepticism when verifying
the validity of fair-value estimates and critically assess valuation methods, assumptions, and sources of market
information. In developed countries, the practice of engaging independent experts to determine the fair value
of biological assets and confirm inventory results is widely used when auditing changes in their value. This
approach helps ensure the sufficiency and reliability of audit evidence worldwide.

5. Options for Using Foreign Experience

Based on the studied experience, the following approaches may be applied in accordance with national
practice (Table 2). The principles of fair and reliable accounting used by farms, the Czech and Portuguese
experience in fair-value accounting, Poland’s approach to identifying factors influencing the choice of valuation
methods, and China’s model-farm practices can be successfully adapted to national conditions.

Table 2
Possibilities for Applying Foreign Experience in Uzbekistan?

Foreign experience Possibility of application in Uzbekistan

Adaptation of fair and reliable valuation principles to the

Czech Republic — fair and reliable accounting principles . . . .
accounting practices of agricultural enterprises.

Improvement of the national accounting system based on

Portugal — fair-value accounting international financial reporting standards.

Practical application of factor analysis when selecting an

Poland — analysis of factors influencing valuation - .
appropriate valuation method.

Introduction of suitable valuation models into the practices

China — biological asset valuation model of agricultural enterprises in Uzbekistan.

Partial inclusion of environmental and social costs in

Canada — full-cost accounting agricultural accounting

Foreign experience can be implemented in national practice through the following mechanisms: prioritising
the fair-value model in the recognition and valuation of biological assets and applying the discounted cash-flow
method where there is no active market; using factor analysis based on the Polish experience in selecting
valuation methods; integrating indicators of biological productivity and transformational changes into the
valuation system; and partially applying the Canadian experience in accounting for environmental costs.
Such a personalised approach serves to increase the reliability and international comparability of agricultural
enterprises’ financial statements, as well as their investment attractiveness. At the same time, when applying
foreign methods in the country, it is necessary to consider the specific natural and climatic conditions, the
structure of the agricultural sector, and the national regulatory and legal framework.

Conclusion and Suggestions

The comparative analysis shows that, although IAS 41 forms the regulatory basis for the accounting and
audit of biological assets, differences arise in its practical application due to the effects of national GAAP. In
developed countries, the fair-value approach is prioritised because it increases the predictive power of financial
reporting; at the same time, where there is no active market, historical-value and discounted cash-flow methods
are applied. Adapting the experiences of the Czech Republic, Portugal, Poland, and China to Uzbekistan
makes it possible to improve the accounting and auditing of biological assets in agricultural enterprises. The
relevant proposals may be considered and further developed in cooperation with the Ministry of Agriculture and
other competent institutions.
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