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LIVESTOCK ACCOUNTING: PRINCIPLES, 

PRESENTATION AND PRACTICE 

 

CA Rahul Sharma 
 

Abstract 

This article examines accounting for livestock (biological assets) with reference 

to Ind AS 41 "Agriculture" and IAS 41, related educational material and guidance 

issued by the Institute of Chartered Accountants of India (ICAI), and 

international best practice. It discusses recognition, initial and subsequent 

measurement, measurement exceptions, presentation in the balance sheet and 

statement of profit and loss, and disclosure requirements. Practical complexities 

are addressed through numerical illustrations and corporate case studies (e.g., 

Godrej Agrovet and major dairy cooperatives), along with worked examples that 

highlight valuation techniques, fair value issues, and audit considerations. The 

article is prepared for qualified chartered accountants and financial reporting 

specialists and aims to give an expert-level, practitioner-focused guide to 

livestock accounting. 

Contents 

1. Introduction and scope 

2. Definitions: biological asset, agricultural produce, bearer plants, agricultural 

activity 

3. Recognition criteria 

4. Measurement at initial recognition 

5. Subsequent measurement: fair value model and exceptions 

6. Measurement techniques for livestock (valuation inputs and approaches) 

7. Presentation: balance sheet and statement of profit and loss 

8. Transition issues and comparative periods 
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9. Taxation, costs to sell and cost models under other frameworks 

10. Disclosures and audit considerations 

11. Corporate case studies: Godrej Agrovet and dairy cooperatives 

12. Numerical illustrations (detailed worked examples) 

13. Practical challenges and judgment hotspots 

14. Recommendations and checklist for practitioners 

15. Conclusion 

1. Introduction and scope 

Livestock accounting sits at the intersection of biological processes and financial 

reporting. Animals used in agricultural activity — whether for sale, for breeding, 

or for production of agricultural produce — exhibit biological transformation 

(growth, degeneration, production and procreation) and therefore present 

valuation and recognition challenges not encountered in most manufactured 

inventories or property, plant and equipment. Ind AS 41 (the Indian equivalent 

aligned with IAS 41) prescribes a fair value based model for biological assets, 

requiring frequent re-measurements that flow through profit or loss. This 

approach departs from the traditional historical cost model and has important 

effects on reported assets, volatility of profit, tax computations and key ratios 

used by stakeholders. 

The objective of this paper is to present an authoritative, practical and 

technically rigorous guide to accounting for livestock under Ind AS/IAS 

frameworks, and to discuss alternative treatments in jurisdictions or preparers 

that follow historical-cost-based local GAAP techniques for agricultural 

enterprises. 

2. Definitions 

Key terms (as used in Ind AS 41 / IAS 41): 

- Biological asset — A living animal or plant. Examples: dairy cows, breeding 

buffaloes, poultry, fish stock in aquaculture, sheep and goats. 

- Agricultural produce — The harvested product of the entity’s biological assets 

(for example milk, wool, meat on slaughter, eggs at the point of collection, 

harvested crops). Agricultural produce is measured at fair value less costs to 

sell at the point of harvest. 
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- Bearer plant — A living plant that is used in the production or supply of 

agricultural produce and is expected to bear produce for more than one period 

(for example, tea bushes, grapevines). Bearer plants are accounted for under 

Ind AS 16 / IAS 16 rather than Ind AS 41. 

- Agricultural activity — The management by an entity of the biological 

transformation and harvest of biological assets for sale or for conversion into 

agricultural produce or into additional biological assets. 

Understanding these definitions is essential because they determine whether 

Ind AS 41 applies; misclassification between bearer plants and other biological 

assets, or incorrect identification of agricultural activity, leads to incorrect 

measurement and presentation. 

3. Recognition criteria 

A biological asset is recognized when, and only when: 

1. The entity controls the asset as a result of past events; and 

2. It is probable that future economic benefits associated with the asset will 

flow to the entity; and 

3. The fair value of the asset can be measured reliably. 

Control is often established by legal title, but it may also arise through 

constructive control — for example, when an entity has exclusive access to 

rearing facilities and manages biological inputs for third-party owned animals. 

The fair value reliability criterion is crucial: IAS/Ind AS presume fair value can be 

measured reliably — a rebuttable presumption that can be applied only on initial 

recognition in rare circumstances (for example, where there is an absence of 

market data and reliable alternative valuation techniques cannot be applied). 

4. Measurement at initial recognition 

At initial recognition biological assets are measured at fair value less costs to 

sell. If fair value cannot be measured reliably on initial recognition, IAS/Ind AS 

allow measurement at cost less any accumulated depreciation and impairment 

losses, but this exception is narrow and must be reassessed at subsequent 

reporting dates. 
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Costs to sell include transaction costs that would be incurred to sell the asset 

(commissions, levies, transport to market) but exclude costs necessary to get 

the asset to a saleable state. For livestock, costs to sell may include 

transportation costs to markets, commission payable to agents, and statutory 

levies. 

5. Subsequent measurement: fair value model and exceptions 

Ind AS 41 requires biological assets to be measured at fair value less costs to sell 

after initial recognition, with changes recognized in profit or loss for the period. 

This includes positive and negative movements due to growth, market price 

changes, changes in expected yields, mortality, and other biological factors. 

Exception — bearer plants: Bearer plants are excluded from Ind AS 41 and are 

accounted for as property, plant and equipment under Ind AS 16 (measured 

either at cost less accumulated depreciation and impairment, or under the 

revaluation model where applicable). Produce growing on bearer plants (e.g., 

tea leaves, fruit) remains within scope of Ind AS 41. 

The rebuttable presumption: IAS/Ind AS contain a narrow rebuttal to the fair 

value presumption at initial recognition when fair value cannot be measured 

reliably. In practice, for common livestock (cattle, buffaloes, poultry, pigs) active 

markets or observable inputs are frequently available, so fair value 

measurement applies. 

Impact on profit and volatility: The fair-value model means reported profit will 

often reflect biological gains (e.g., calves growing into adults) recognized as 

valuation increases. This introduces volatility compared with traditional cost 

models and requires careful stakeholder communication and explanation in 

MD&A. 

6. Measurement techniques for livestock (valuation inputs and approaches) 

When estimating fair value less costs to sell for livestock, entities typically adopt 

one or more of the following approaches (consistent with valuation practice in 

IAS 41): 

1. Market approach: Use quoted prices in active markets for identical or similar 

animals, adjusted for differences in age, breed, productivity, health, or weight. 
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For many livestock categories (e.g., adult breeding cattle) local or regional 

markets provide observable prices. 

2. Income approach (discounted cash flow / present value): Estimate the present 

value of expected future cash flows from the animal (milk yields, offspring, 

eventual sale), discounted at an appropriate market-based rate. This is useful 

for high-value breeding animals where future production is the key value driver. 

3. Cost approach (replacement cost): Estimate the current replacement cost 

(cost to breed/purchase a similar animal) adjusted for biological transformation. 

This approach is used when market or income data are not available but must 

be used cautiously. 

Key valuation inputs and judgments: 

- Age and stage of development (e.g., calf, heifer, mature cow) 

- Breed and genetic potential (milk yield, growth rate) 

- Expected future productivity (milk yield per lactation, mortality rates, offspring 

expectations) 

- Market prices for animals and agricultural produce (milk, meat, hide) 

- Discount rates and risk adjustments (for income approach) 

- Costs to sell (transport, commissions, levies) 

Valuation specialists are often engaged for complex herds or where income 

approach is used. For large agribusinesses a model-driven approach with herd 

segmentation by age and function (breeding, rearing, producing) is standard. 

7. Presentation: Balance Sheet and Statement of Profit & Loss 

Balance sheet (statement of financial position) 

Under Ind AS 41 biological assets are recognized as non-financial assets. 

Presentation depends on materiality and the reporting entity’s classification: 

- Current or non-current: Entities should present biological assets as current or 

non-current on the basis of their nature and expected realisation within the 

entity’s normal operating cycle. For livestock reared for sale within 12 months 

these will generally be current; breeding stock and long‑term rearing animals 

may be non‑current. 
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- Separate line item: It is good practice (and commonly followed by agricultural 

entities) to present biological assets as a separate line item on the face of the 

balance sheet or in the notes. Larger agribusinesses (e.g., integrated dairy 

companies) present biological assets separately and reconcile opening and 

closing balances in the notes. 

Statement of profit and loss 

Changes in fair value less costs to sell of biological assets are recognized in profit 

and loss for the period. Specifically: 

- Gains or losses arising from changes in fair value less costs to sell (including 

both increases due to biological growth and decreases due to market price 

changes) are presented as part of operating profit or in a separate line, 

depending on entity practice and prominence. 

- At the point of harvest, agricultural produce is measured at fair value less costs 

to sell and becomes inventory measured under Ind AS 2 (Inventories) or other 

applicable standards; the difference between the carrying amount of the 

biological asset and the fair value of agricultural produce at harvest is recognized 

in profit or loss. 

- Subsequent processing of agricultural produce (e.g., milk processed into 

cheese) is outside the scope of Ind AS 41 and accounted for under other 

standards. 

Presentation choice and management commentary: Because valuation changes 

can materially affect operating profit, entities should ensure clear disclosure and 

narrative explaining the causes of volatility (biological growth, price movements, 

disease, weather conditions). 

8. Transition issues and comparative periods 

Transition to Ind AS 41 from a cost-based model (or from previous local GAAP) 

requires careful consideration. Entities adopting Ind AS must follow Ind AS 101 

transition guidance and disclose the effect of first-time adoption on the financial 

statements. 

Common transition issues include: 
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- Determining fair values at the date of transition for each biological asset and 

bringing those into opening balance sheet. 

- Selecting appropriate valuation methods and documenting assumptions, 

especially when market data are limited. 

- Reclassifying previously capitalized costs (rearing costs, breeding stock) and 

recognizing adjustments in retained earnings if applicable. 

Practitioners should maintain detailed transition workpapers and obtain 

external valuation attestations where significant judgment is involved. 

9. Taxation, costs to sell and cost models under other frameworks 

Tax treatment: Tax authorities may not align with fair value accounting for 

livestock. In India, for example, taxable income is often assessed on 

business/normal income basis, and fair value gains may be treated differently 

for tax purposes. Entities should reconcile accounting profit with taxable profit, 

maintain supporting valuation records and be prepared to explain non‑cash 

valuation gains to tax authorities. 

Costs to sell: Proper identification of costs to sell is essential — only incremental 

costs directly attributable to disposal are included. Administrative overheads, 

transport to farm gate, or costs to make the animal saleable (e.g., feed, 

veterinary treatments) are generally not costs to sell. 

Alternative models: Under older Indian GAAP (pre‑Ind AS) or where Ind AS is not 

adopted, livestock may be carried at cost or measured as inventory (AS 2) or 

property, plant and equipment for bearer plants (AS 10/16 equivalents). 

Auditors must ensure consistency with the applicable reporting framework. 

10. Disclosures and audit considerations 

Ind AS 41 mandates specific disclosures that allow users to understand the 

amounts, risks and measurement methods relating to biological assets. Typical 

required disclosures include: 

- A reconciliation of opening and closing balances of biological assets, showing 

additions, disposals, changes due to biological transformation, transfers, and 

increases or decreases from changes in fair value. 

- Methods and significant assumptions applied in determining fair values, and a 



                                                                                                                                                       

 JALGAON BRANCH OF WIRC OF ICAI | E-NEWSLETTER | SEPTEMBER 2025 | PAGE NO. 11 

 

 

11 

sensitivity analysis where measurement uncertainty is significant. 

- Information about the nature of biological assets (number of head by category, 

breeding/producing/rearing classification) and risk exposures (disease, climatic 

risk, market price risk). 

Audit implications: 

- Auditors need to test valuation models, verify market data used, inspect herd 

records and movement registers, and reperform discounted cash flow 

calculations where used. 

- Physical verification and cut‑off tests at period end are critical (for example, 

confirming headcount and health status at the measurement date). 

- Audit sampling must account for herd segmentation; errors in classification 

(e.g., treating production animals as breeding stock) materially affect valuation. 

11. Corporate case studies 

Case Study 1: Godrej Agrovet (illustrative summary) 

Godrej Agrovet is an Indian agribusiness group with businesses in crop 

protection, dairy, poultry and agri inputs. In its annual reports the company 

discloses biological assets measured at fair value less costs to sell with changes 

recognized in the statement of profit and loss. The company segments herds 

(e.g., breeding stock, rearing stock, producing stock) and details movements 

between opening and closing balances in the notes, providing a transparent 

reconciliation that is useful to analysts. The Godrej Agrovet example 

demonstrates the practical application of Ind AS 41 in an integrated agribusiness 

and illustrates typical disclosure practice (reconciliation of changes, narrative on 

valuation methods and key assumptions). 

Case Study 2: Dairy Cooperatives (Amul / GCMMF, NDDB) 

Large dairy cooperatives often have integrated supply chains and complex 

relationships with producers (farmers). While the primary economic interest 

may reside with co‑operative members rather than the entity itself, where 

entities control livestock or have proprietary farms, they adopt Ind AS 41 

principles. These entities supplement financial reporting with extensive 

operational disclosures (milk yields per animal, procurement cost per litre) to 

give context to valuation changes. Cooperatives are an important reminder that 
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commercial context (producer relationships, producer payments and guarantee 

schemes) needs to be understood when interpreting biological asset valuations. 

12. Numerical illustrations (worked examples) 

Example 1 — Simple market approach for adult cattle 

An entity holds 100 adult breeding cows at reporting date. Observed market 

price for similar adult breeding cows in the region is ₹70,000 per head. Costs to 

sell per head (transport, commission, levies) are ₹3,000. Fair value less costs to 

sell per cow = ₹70,000 − ₹3,000 = ₹67,000. Carrying amount at reporting date = 

100 × ₹67,000 = ₹6,700,000. 

If at the beginning of the year the carrying amount (fair value less costs to sell) 

was ₹6,200,000, the change in fair value recognized in profit or loss = ₹6,700,000 

− ₹6,200,000 = ₹500,000 gain (recognized in P&L). 

At harvest (for example, when a cow is sold for meat) the agricultural produce 

(meat) is measured at fair value less costs to sell at that point and becomes 

inventory under Ind AS 2; the difference between carrying amount of the 

biological asset and value of agricultural produce at the point of harvest is 

recognized in P&L. 

Example 2 — Income approach (dairy cow DCF) 

Consider a high‑value breeding cow expected to generate net cash inflows from 

milk and offspring over the next 5 years as follows (net of direct variable costs): 

Year 1: ₹40,000; Year 2: ₹45,000; Year 3: ₹45,000; Year 4: ₹40,000; Year 5 (sale 

of cow): ₹80,000. Discount rate 10%. 

Present value = 40,000/(1.10)^1 + 45,000/(1.10)^2 + 45,000/(1.10)^3 + 

40,000/(1.10)^4 + 80,000/(1.10)^5 = calculate and sum = (working) 36,363.64 + 

37,190.08 + 33,929.16 + 27,378.16 + 49,655.14 = ₹184,516.18 (approx). Subtract 

costs to sell (₹4,000) = Net fair value less costs to sell ≈ ₹180,516 per head. 

If the carrying amount at beginning of year was ₹170,000, the gain recognized 

in P&L = ₹10,516 (per head). 

Example 3 — Herd segmentation and reconciliation (illustrative) 

Opening carrying amount (fair value less costs to sell) 
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- Breeding stock: ₹10,000,000 

- Producing stock (milking): ₹6,000,000 

- Young stock (rearing): ₹4,000,000 

Additions (purchases): ₹2,000,000 

Transfers (young → producing): ₹1,200,000 (carrying amounts transferred) 

Sales/disposals: ₹1,500,000 (carrying amount) 

Net gains from biological transformation and market price changes: ₹900,000 

Closing carrying amount: compute as opening + additions + transfers − 

disposals + gains = ₹10m+6m+4m + 2m +1.2m −1.5m +0.9m = ₹22.6m 

(illustrative) 

The note should present such reconciliation and explain the nature and drivers 

of the ₹0.9m gain (growth, market price changes, better yields, lower 

mortality). 

13. Practical challenges and judgment hotspots 

1. Fair value reliability: Smallholders and local markets with limited transaction 

evidence create measurement uncertainty. Entities must document valuation 

techniques and consider external valuation specialists. 

2. Segmentation and classification: Correctly identifying breeding vs producing 

vs rearing stock affects valuation inputs and expected cash flows. 

3. Costs to sell: Misclassification of costs as costs to sell vs production costs 

distorts fair value less costs to sell. For example, feed costs are production costs 

(not costs to sell). 

4. Mortality and disease: Unexpected mortality reduces future cash flows and 

fair value; entities must consider population risk and provide sensitivity analysis. 

5. Currency and market price volatility: For exporters or entities selling to 

international markets, foreign exchange and global commodity prices affect fair 

values. 

6. Tax and regulatory differences: Alignment between accounting and taxation 

is rare; maintain reconciliation and robust records. 
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7. Internal controls and record keeping: Herd registers, biometric tagging, 

veterinary records, procurement invoices and sales invoices must be 

comprehensive to support valuations and audit testing. 

14. Recommendations and checklist for practitioners 

Before year-end 

- Segment herd by function and age; perform headcount and health checks at 

reporting date. 

- Identify observable market prices for each category; collect market 

transaction evidence and broker quotes. 

- Ensure costs to sell are separately identified and documented. 

- Run valuation models (market and income approaches) and document key 

assumptions and sensitivity ranges. 

Documentation 

- Maintain valuation model files with input sheet, assumptions, sensitivity, and 

reconciliation. 

- Obtain an independent valuation opinion for material herds or when the 

income approach is used. 

Reporting and disclosures 

- Provide clear note disclosures: reconciliation, methods, assumptions, 

sensitivity analysis, and narrative on drivers of change. 

- Explain profit volatility arising from fair value changes in MD&A to assist users. 

Audit readiness 

- Make physical count evidence and movement registers available to auditors. 

- Provide actuarial or valuation specialist reports where applicable. 

- Reconcile accounting results with management information and operational 

metrics (milk yield per cow, feed conversion ratios, mortality rates). 

15. Conclusion 

Accounting for livestock under Ind AS 41 / IAS 41 requires a combination of 

valuation discipline, robust operational data and clear disclosure. The fair value 

model provides more decision‑useful information about the economic 
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resources controlled by an entity and the results of biological transformation, 

but it also introduces measurement uncertainty and profit volatility. Qualified 

accountants must adopt rigorous valuation methodologies, carefully document 

assumptions, ensure strong internal controls over herd records, and present 

transparent disclosures so that users of financial statements can understand the 

drivers of reported amounts. 

By combining technical compliance with clear narrative and robust disclosure, 

practitioners can ensure that financial statements faithfully represent the 

results of agricultural operations while equipping stakeholders to interpret fair 

value volatility. 
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Seminar on Audit Excellence through Tools & Templates date 5-9-2025 

                  

 

Financial & Tax Literacy Drive Programme conducted at Kavayitri Bahinabai 

Chaudhari North Maharashtra University, Jalgaon on date 15-9-2025 
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Investor Awareness Programme 

                  

 

Seminar on Auditing & Assurance Standard conducted on date 29-9-2025 
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WIRC ACTIVITIES 
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