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PART L4 Presentation, disclosure and transition requirements

Overview This publication, which is the fourth in the series, looks at the
presentation, disclosure and transition requirements. The other

The Canadian Accounting Standards Board recently released publications in this series address the following topics:

new Section 3041 Agriculture which sets out principles for the

recognition, measurement and disclosure of biological assets PART 1 Scope and key definitions;
and the harvested product of biological assets which are held
by an agricultural producer. The new guidance is expected to

be transformational for many agricultural producers that prepare PART 2 Recognition and measurement of

financial statements in accordance with Accounting Standards agricultural inventories; and
for Private Enterprises (ASPE) or Accounting Standards for Not
for Profit Organizations (ASNPO). Grant Thornton LLP has PART 3 Recognition and measurement of

productive biological assets.

released a series of publications which explain some of the new
guidance contained in Section 3041 and provide practical insights
and examples to help financial statement preparers and users
evaluate the impact on an enterprise’s financial statements.



Readers are encouraged to read the publications in order.
Furthermore, enterprises that expect to be impacted by this
standard should also refer to the original text of Section 3041 to
assess and understand the implications for their specific situation.

Presentation requirements

An agricultural producer must present the amounts of
agricultural inventories and productive biological assets as
separate line items on the balance sheet. The assets will be
presented as either current or non-current based on the
guidance in Section 15610 Current Assets and Current Liabilities.

PRACTICAL INSIGHT

Based on the guidance in Section 1510 Current Assets
and Current Liabilities, many agricultural producers will
likely present their agricultural inventories as current
assets and productive biological assets as non-current
assets. If the agricultural producer is required to
maintain certain financial ratios as a result of debt
covenants, it should consider if these presentation
requirements will impact its ability to comply with those
covenants. If necessary, an enterprise should consider
renegotiating certain aspects of its debt agreement with
its lender before Section 3041 is effective.

Disclosure requirements

The objective of financial statement disclosures is to provide
users with enough information to understand the financial
statements and to be able to make informed inquiries regarding
financial statement items or transactions when they require
further details. Therefore, a number of disclosures related to
both agricultural inventories and productive biological assets
will be required. Overall, the disclosure requirements are similar
to those in Section 3031 Inventories and Section 3061 Property,
Plant and Equipment.

PRACTICAL INSIGHT

Users of financial statements indicated that information
regarding quantities of agricultural inventories and
productive biological assets would be useful. As such,
agricultural producers will be required to disclose such
information when it is readily determinable. For example,
an agricultural producer with a cattle herd may track
and, therefore, have the information available to disclose
the number of cattle in its herd. Alternatively, if an
aquaculture producer is not able to readily determine
the number of fish in its pools, it would be exempt from
providing this disclosure.

Transition requirements

Section 3041 is effective for fiscal periods beginning on or

after January 1, 2022, and early adoption is permitted. The
amendments must be applied retrospectively, which means that
the agricultural producer will need to restate the comparative
information in its financial statements. As a result, an agricultural
producer will apply the new standard at the beginning of the
comparative fiscal period (i.e. for an enterprise with a calendar
year end that does not early adopt the amendments, the date
of initial application will be January 1, 2021).

To reduce the burden of retrospectively applying the new
guidance, an agricultural producer may choose to apply one
or both of the following transition provisions:

An enterprise may choose, on an asset-by-asset basis,
to measure any item of agricultural inventories or
productive biological assets at net realizable value at
the beginning of the fiscal year in which this Section is
applied for the first time. For example, an enterprise
with a calendar year end (that does not early adopt
the amendments) could measure one or more of its
assets at net realizable value as at January 1, 2022
and would not remeasure the asset(s) at the beginning
of its comparative period.

PRACTICAL INSIGHT

Many of the agricultural producers that currently measure
items of agricultural inventory and/or productive biological
assets at net realizable value will likely elect to measure
these items at their net realizable value at the beginning
of the fiscal year in which Section 3041 is applied for the
first time as it will reduce the burden of transitioning to
the new guidance.

An enterprise may choose not to restate its
comparative financial information to remeasure any
items of agricultural inventories or productive
biological assets that it derecognizes either during:

+ the fiscal year in which Section 3041 is first
applied; or

+ the comparative period.
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EXAMPLE

Entity A operates a nursery and grows all of the plants and trees that it sells from seed. Currently, Entity A has an
accounting policy whereby it capitalizes only certain of the costs incurred to develop its agricultural inventories.
After adopting Section 3041, Entity A will measure its agricultural inventories (i.e., plants and trees) at full cost.

Entity A will adopt Section 3041 for its fiscal year ending December 31, 2022 and has two options:

n Apply Section 3041 fully retrospectively (i.e., without applying any transition provisions)

+ Under this option, Entity A will apply Section 3041 for the first time as at January 1, 2021 (which is the
first day of its comparative period).

+ Entity A will need to gather information about the full cost of each of the plants and trees (i.e., items of
agricultural inventory) it has on hand at January 1, 2021.

- Inorder to determine the cost of its agricultural inventory at January 1, 2021, Entity A would also
need to gather information from before January 1, 2021. For example, if Entity A had a sapling in its
inventory at January 1, 2021, it would need to calculate all of the costs incurred to grow the sapling up
to January 1, 2021.

+ This method can be visually represented as follows:

First day that Section
3041 is applied =
Information about measure agricultural

costs may be needed inventories at cost .
First year end

———

Jan 1, 2021 Dec 31,2021/ Dec 31, 2022
Jan 1, 2022
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n Use either or both of the transition provisions available

Under this option, Entity A will still apply Section 3041 for the first time as at January 1, 2021 (which is
the first day of its comparative period). However, Entity A can choose to measure any of its plants and/
or trees (i.e., items of agricultural inventory) at net realizable value at the beginning of the fiscal year in
which it applies Section 3041 for the first time (which in this case is January 1, 2022).

- This transition provision may be attractive for Entity A since it has not tracked the full cost of its
plants and trees in the past and may not have the information needed to determine the full cost of
its agricultural inventory readily available.

- Entity A may need to arrange for a specialist to assist with determining the net realizable value of
the items of agricultural inventories on hand as at January 1, 2022. Given that the trees and plants
change over time, the valuation will need to be completed on (or very close to) January 1, 2022.

This method can be visually represented as follows:

First day that Section
3041 is applied

Jan 1, 2021 Dec 31, 2021/ Dec 31, 2022
Jan 1, 2022

Measure agricultural inventories

at net realizable value First year end

Entity A could also choose not to remeasure any of its agricultural inventory (i.e., its plants and trees)
that were sold on or before December 31, 2021. This would prevent Entity A from having to determine

the cost of its agricultural inventories as at January 1, 2021 and January 1, 2022.

Next steps: Adopting Section 3041

Although Section 3041 is not yet effective, agricultural producers
should start to consider how the impending changes will impact
their financial statements prepared in accordance with ASPE or
ASNPO. In particular, an enterprise should consider how the
amendments will impact their financial statements prepared in
accordance with ASPE or ASNPO, and financial covenants, debt
agreements and/or other key metrics. If the enterprise will be
affected, discussing the impact with the users of the financial
statements early will help to avoid last minute surprises. Some
banking agreements may need to be revised or waivers may
need to be obtained if the new guidance creates violations.
Lastly, an enterprise should take steps to understand the
transition provisions available and decide whether it intends to
take advantage of one or both.

For further information about the new standard, please refer to
the other publications in this series:

PART 1

Scope and key definitions;

Recognition and measurement
PART 2 g o e

of agricultural inventories; and
Recognition and measurement of
productive biological assets.

PART 3

After reviewing these publications and as entities prepare their
first financial statements under new Section 3041, entities may
find CPA Canada’s publication entitled “ASPE Briefing: Section
3041 Agriculture” helpful. This guide provides:

+ detailed guidance on major areas of the new Section;
+ additional resources; and

+ comprehensive illustrative examples
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https://www.cpacanada.ca/en/business-and-accounting-resources/financial-and-non-financial-reporting/accounting-standards-for-private-enterprises-aspe/publications/aspe-agriculture-briefing-section-3041
https://www.cpacanada.ca/en/business-and-accounting-resources/financial-and-non-financial-reporting/accounting-standards-for-private-enterprises-aspe/publications/aspe-agriculture-briefing-section-3041

——

How can Grant Thornton help? Kathleen Quinn
Partner, Assurance

At Grant Thornton, our advisors are up-to-date with new Section T +11416 360 2389

3041 and can help enterprises interpret the new guidance, E Kathleen.Quinn@ca.gt.com
assess the impact on their financial statements prepared in

accordance with ASPE or ASNPO, and determine what

information the enterprise needs to gather in advance of

applying the new standard for the first time.

Audit | Tax | Advisory
© 2023 Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd. All rights reserved.

o Grant Thornton

Grant Thornton LLP is a leading Canadian accounting and advisory firm providing audit, tax and advisory services
to private and public organizations. We help dynamic organizations unlock their potential for growth by providing
meaningful, actionable advice through a broad range of services. Grant Thornton LLP is a Canadian member of
Grant Thornton International Ltd, whose member and correspondent firms operate in over 100 countries worldwide.

grantthornton.ca


mailto:Kathleen.Quinn@ca.gt.com

	PART 4: Presentation, disclosure and transition requirements
	Overview
	Presentation requirements
	PRACTICAL INSIGHT 

	Disclosure requirements
	PRACTICAL INSIGHT 

	Transition requirements
	1
	PRACTICAL INSIGHT 

	2

	EXAMPLE
	1 Apply Section 3041 fully retrospectively (i.e., without applying any transition provisions) 
	2 Use either or both of the transition provisions available 

	Next steps: Adopting Section 3041
	How can Grant Thornton help?




Accessibility Report



		Filename: 

		GT-22-391 ASPE_Part 4 _01-17-23_v4.pdf






		Report created by: 

		Tamar Assadourian


		Organization: 

		





 [Personal and organization information from the Preferences > Identity dialog.]


Summary


The checker found problems which may prevent the document from being fully accessible.



		Needs manual check: 2


		Passed manually: 0


		Failed manually: 0


		Skipped: 1


		Passed: 28


		Failed: 1





Detailed Report



		Document




		Rule Name		Status		Description


		Accessibility permission flag		Passed		Accessibility permission flag must be set


		Image-only PDF		Passed		Document is not image-only PDF


		Tagged PDF		Passed		Document is tagged PDF


		Logical Reading Order		Needs manual check		Document structure provides a logical reading order


		Primary language		Passed		Text language is specified


		Title		Passed		Document title is showing in title bar


		Bookmarks		Passed		Bookmarks are present in large documents


		Color contrast		Needs manual check		Document has appropriate color contrast


		Page Content




		Rule Name		Status		Description


		Tagged content		Passed		All page content is tagged


		Tagged annotations		Passed		All annotations are tagged


		Tab order		Passed		Tab order is consistent with structure order


		Character encoding		Passed		Reliable character encoding is provided


		Tagged multimedia		Passed		All multimedia objects are tagged


		Screen flicker		Passed		Page will not cause screen flicker


		Scripts		Passed		No inaccessible scripts


		Timed responses		Passed		Page does not require timed responses


		Navigation links		Passed		Navigation links are not repetitive


		Forms




		Rule Name		Status		Description


		Tagged form fields		Passed		All form fields are tagged


		Field descriptions		Passed		All form fields have description


		Alternate Text




		Rule Name		Status		Description


		Figures alternate text		Passed		Figures require alternate text


		Nested alternate text		Passed		Alternate text that will never be read


		Associated with content		Passed		Alternate text must be associated with some content


		Hides annotation		Passed		Alternate text should not hide annotation


		Other elements alternate text		Passed		Other elements that require alternate text


		Tables




		Rule Name		Status		Description


		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot


		TH and TD		Passed		TH and TD must be children of TR


		Headers		Failed		Tables should have headers


		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column


		Summary		Skipped		Tables must have a summary


		Lists




		Rule Name		Status		Description


		List items		Passed		LI must be a child of L


		Lbl and LBody		Passed		Lbl and LBody must be children of LI


		Headings




		Rule Name		Status		Description


		Appropriate nesting		Passed		Appropriate nesting







Back to Top


