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XI. PROPERTY PLANT AND 
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The need to be “financially bilingual” US GAAP vs IFRS
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U.S. GAAP: FASB ASC 205, 350, 820

BILOGICAL ASSETS

Living animals and plants, including the trees in a timber tract or in a fruit orchard.

IFRS: IAS 41

➢ Valued at cost less Accumulated Depletion. ➢ Valued at fair value less estimated costs to sell. (NRV)

➢ Changes in fair value (even before harvesting) : Net Income➢ No income until final product sold

➢ Ignores growth of Biological Asset ➢ Biological Asset
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BILOGICAL ASSETS: BEARER PLANTS

IFRS: IAS 16

DEFINITION

1. A bearer plant is a living plant that is used in the production.

2. Supply of agricultural produce.

3. Is expected to bear produce for more than one period.

4. Has a remote likelihood of being sold.

EXAMPLE

➢ Sugarcane roots that produce standing sugar cane.

➢ Tea bushes that produce the tea leaves.

➢ Coffee plants that produce cherry.

➢ Cotton plants that produce seed cotton.

➢ Oil palms that produce oil palm fruit.

CLASSIFICATION AND MEASURMENT

1. A bearer plant should be accounted for as (PPE)

2. Therefore, companies will now be required to measure bearer plants initially at cost and will

thereafter have an option to apply either the cost or the revaluation model.
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BILOGICAL ASSETS: NON BEARER PLANTS

IFRS: IAS 41

1. Crops such as paddy/rice, wheat are not bearer plants

because these do not bear produce for more than one period.

2. Record at Fair Value.
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Government Grants

U.S. GAAP: FASB ASC 912 IFRS: IAS 20

Recorded as revenue in the 

period received.
Deduct the amount of the grant in 

determining the initial cost of the asset.

Record the grant as a liability, deferred

income, in the balance sheet and

recognize it in the income statement

systematically over the asset’s useful life.

OR
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X. REVALUATION OF ASSETS: PPE

SUMMARY

➢Use Fair Value

➢Create a Revaluation Surplus Account (other comprehensive income)

➢Recover Previous Loss

➢Adjust Historical Cost



IFRS IAS 16

Measurement After Recognition

➢An entity shall choose either the cost model or the
revaluation model.

➢If a company chooses revaluation, all assets within
a class of PPE must be revalued on a regular basis.

➢An asset whose fair value can be measured reliably
shall be carried at a revalued amount.

➢It must be revalued regularly so that the carrying
amount approaches the fair value at the end of the
period.

US GAAP FASB ASC 410,420,845

Measurement After Recognition

➢NOT ALLOWED
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REVALUATION ASSETS 
PROPERTY PLANT AND EQUIPMENT
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US GAAP FASB ASC 410,420,845 IFRS IAS 16, 40

LAND OR BUILDINGS: FOR RENTAL or  CAPITAL APPRECIATION

1. Fair Value changes is recognized: Current Income

and not revaluation surplus.

2. Foonotes: Fair Value and Cost Model

1. Requires cost model.

2. Footnotes: Disclose Fair Value
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REVALUATION OF ASSETS:  PPE

=
OTHER COMPREHENSIVE INCOME
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LET’S REVIEW!!!

OTHER COMPREHENSIVE INCOME 

NET INCOME 

+

=

COMPREHENSIVE INCOME 



© DR. AIDA R. LOZADA  RIVERA

The need to be “financially bilingual” US GAAP vs IFRS

LET’S REVIEW

OTHER COMPREHENSIVE INCOME 

EQUITY
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OTHER COMPREHENSIVE INCOME (OCI)

BECKER CPA REVIEW
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COMPREHENSIVE INCOME

BECKER CPA REVIEW
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OTHER 
COMPREHENSIVE 

INCOME

BECKER CPA REVIEW
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REVALUATION OF ASSETS: PPE

POSIBLES SCENARIOS!!!
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Scenario 1: (   ,   ) 

Revaluation increased

Journal Entry:

Dr. Asset (✔ net)

Cr. Revaluation Surplus (OCI)

✔Accumulated Depreciation can be adjusted

*Note: assume no previous balance
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Scenario 2: (   ,   ) 

Revaluation (previous balance) decreased

✔Accumulated Depreciation can be adjusted

1.Reduce previous surplus to zero, then: 

2. Recognized Unrealized Loss/ Other Expense (apply materiality)

Journal Entry:

Dr. Revaluation Surplus

Dr. Unrealized Loss/ Other Expense 

Cr. Assets ✔(net)
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Scenario 2: (   ,   ) 

Revaluation (previous balance) decreased

1.Reduce previous surplus to zero, then: 

2. Recognized Unrealized Loss/ Other Expense 
(apply materiality)
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The need to be “financially 
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IFRS

Scenario 2: (   ,   ) 

Revaluation (previous balance) 
decreased

1.Reduce previous surplus to zero, then: 

2. Recognized Unrealized Loss/ Other 
Expense (apply materiality)
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Scenario :3 (   ,    ) 

Revaluation (recover previous balance) increased

1. Increase current income up amount previously recognized as Unrealized Loss/Other Expense.

2. Any excess credited to Revaluation Surplus.

Journal Entry

Dr. Asset ✔(net)

Cr. Recovery of loss on Revaluation (current income)

Cr. Revaluation Surplus

✔Accumulated Depreciation can be adjusted
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LAND *BUILDING *MACHINERY  

COST $200,000 $300,000 $600,000

MARKET VALUE 12/31/Year 1 $220,000 $310,000 $550,000

MARKET VALUE 12/31/Year 2 $250,000 $285,000 $560,000

*Net

Determine the amount in the Revaluation Surplus Account for each asset for Year 2.
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COST $200,000

MARKET VALUE 12/31/Year 1 $220,000

MARKET VALUE 12/31/Year 2 $250,000

Determine the amount in the Revaluation Surplus Account for each asset for Year 2.

LAND (Sceneraio 1)

COST $200,000 

Year 1 $20,000 

$220,000 

$30,000 

Year 2 250,000

REVALUATION

SURPLUS
Year 1 $20,000 

Year 2 $30,000 

$50,000 

LAND
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COST $300,000

MARKET VALUE 12/31/Year 1 $310,000

MARKET VALUE 12/31/Year 2 $285,000

Determine the amount in the Revaluation Surplus Account for each asset for Year 2.

BUILDING (Sceneraio 2)

COST $300,000 

Year 1 $10,000 

$310,000 $25,000

Year 2 $285,000

REVALUATION

SURPLUS
Year 1 $10,000 

Y2 $10,000

$0 

*BUILDING 
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COST $600,000

MARKET VALUE 12/31/Year 1 $550,000

MARKET VALUE 12/31/Year 2 $560,000

Determine the amount in the Revaluation Surplus Account for each asset for Year 2.

EQUIPMENT (Sceneraio 3)

COST $600,000 

Year 1 $50,000

$550,000 

$10,000

Year 2 $560,000

REVALUATION

SURPLUS
Year 1 $0 

Year 2 $0 

*EQUIPMENT 
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REVALUATION METHODS

1. Restated Accumulated Depreciation Proportionately 

2. Eliminate Accumulated Depreciation Balance 



© DR. AIDA R. LOZADA  RIVERA

The need to be “financially bilingual” US GAAP vs IFRS

Restated Accumulated Depreciation proportionately

BEFORE REVALUATION AFTER REVALUATION

Assets Cost: $10,000,000 100% $12,500,000 100%

A/D ($6,000,000) 60% ($7,500,000) 60%

Carrying Amount $4,000,000 40% $1,000,000 $5,000,000 (revalued) 40%

Market Value: $5,000,000

1. Restate the Building and A/D using a ratio

2. Net carrying amount / gross carrying amount (maintain the same % after revaluation)

3. 5,000,000 / .4 = 40% = 12,500,000)

Dr. Asset 2,500,000

Cr. Accumulated Depreciation 1,500,000

Cr. Revaluation Surplus 1,000,000
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Eliminate Accumulated Depreciation Balance

BEFORE REVALUATION AFTER REVALUATION

Assets Cost: $10,000,000 $5,000,000 ($10m - $6 + $1m)

A/D ($6,000,000) ($0)

Carrying Amount $4,000,000 $1,000,000 $5,000,000 (revalued) 

Market Value: $5,000,000

Dr. Accumulated Depreciation 6,000,000

Cr. Asset 6,000,000

Dr. Asset 1,000,000

Cr. Revaluation surplus 1,000,000
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ASSETS REVALUATION
INTANGIBLES

The need to be “financially bilingual” US GAAP vs IFRS
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U.S. GAAP: FASB ASC 410,420,845 IFRS: IAS 20

Valuation of Indefinite Intangible Assets

Prohibits revaluation of any intangible asset. *Allows a company to value an intangible

(1) cost less accumulated amortization

or

(2) fair value

* If fair value can be determined by reference to an active market.

Goodwill cannot be revalued
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U.S. GAAP: FASB ASC 410,420,845
IFRS: IAS 20

Valuation of Intangible Assets: NEGATIVE GOODWILL

Negative goodwill must be recognized as income.
Negative goodwill must be recognized as gain.
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ASSESSMENT ACTIVITY

6. ASSET REVALUATION (PPE)
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