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Abstract: This study is entitled Application of Government Accounting
Standard (SAP) Number 5 on Inventory Accounting. A Case Study of
Batu Bara Regency. This study examines the implementation of Govern
ment Accounting Standards (SAP) No. 5 concerning inventory account
ing in the Batu Bara Regency Government for the 2021 fiscal year. The
data analyzed were derived from the 2021 Local Government Financi
al Statements (LKPD) and the Audit Report issued by the Audit Board
of the Republic of Indonesia (BPK RI). The focus of this research lies
on four dimensions of inventory accounting: recognition, measureme
nt, presentation, and disclosure. The findings reveal that Batu Bara
Regency has, in principle, complied with SAP No. 5 in terms of policies
and reporting practices. However, the audit results highlight several
weaknesses in internal control, such as incomplete stock opname proce
dures, expired medicines still recorded as inventories, and limited valu
ation documentation for donated items. The study concludes that while
formal compliance with SAP No. 5 has been achieved, operational imp
rovements are necessary to ensure data reliability and transparency in
financial reporting.

Abstrak: Penelitian ini berjudul Penerapan Standar Akuntansi
Pemerintah (SAP) Nomor 5 tentang Akuntansi Persediaan. Studi
Kasus Kabupaten Batu Bara. Penelitian ini mengkaji implementasi Sta
ndar Akuntansi Pemerintah (SAP) Nomor 5 mengenai akuntansi perse
diaan di Pemerintah Kabupaten Batu Bara untuk tahun anggaran 2021.
Data yang dianalisis diperoleh dari Laporan Keuangan Pemerintah
Daerah (LKPD) tahun 2021 dan Laporan Audit yang diterbitkan oleh
Badan Pemeriksa Keuangan Republik Indonesia (BPK RI). Fokus
penelitian ini terletak pada empat dimensi akuntansi persediaan: penga
kuan, pengukuran, penyajian, dan pengungkapan. Temuan menunjuk
kan bahwa Kabupaten Batu Bara secara prinsip telah mematuhi SAP
No. 5 dalam hal kebijakan dan praktik pelaporan. Namun, hasil audit
menyoroti beberapa kelemahan dalam pengendalia n internal, seperti
prosedur opname persediaan yang tidak lengkap, obat-obatan
kadaluwarsa yang masih tercatat sebagai persediaan, dan dokumentasi
penilaian yang terbatas untuk barang sumbangan. Studi ini
menyimpulkan bahwa meskipun kepatuhan formal terhadap SAP No.
5 telah tercapai, perbaikan operasional diperlukan untuk memastikan
keandalan data dan transparansi dalam pelaporan keuangan.
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INTRODUCTION

Government accounting is a crucial instrument for supporting transparency and
accountability in state financial management. Since the enactment of Government
Regulation No. 71 of 2010 concerning Government Accounting Standards (SAP), both
central and regional governments have been required to prepare financial reports based
on the accrual basis. One crucial component of these financial reports is the inventory
account, which is categorized as a current asset and serves to support government
operational activities. For local governments, inventory is more than just a number on a
financial report. Inventories, including medicines, food supplies, office supplies, and
other goods to be distributed to the public, reflect the government's responsibility to
ensure the smooth running of public services. If inventory is not accurately recorded, it
can seriously impact the quality of financial reporting information and even lead to
potential irregularities. Batu Bara Regency, a region in North Sumatra, has compiled its
2021 Regional Budget (LKPD) and received an unqualified opinion (WTP) from the
Indonesian Supreme Audit Agency (BPK). However, in its audit report, the BPK
highlighted weaknesses in inventory recording, particularly in the healthcare sector.
Among the issues identified were the failure to conduct stocktaking across all work units,
the continued recording of expired medications, and incomplete grant documentation.
Given these conditions, this research is important to answer the question: to what extent
is inventory accounting in Batu Bara Regency in accordance with SAP No. 5?7 Are the
weaknesses found purely administrative in nature, or do they indicate structural problems
in the regional inventory accounting system?

The objectives of this research are, Assess the suitability of recognition,
measurement, presentation, and disclosure of inventory in Batu Bara Regency
Government with SAP No. 5. Identify weaknesses in internal control based on BPK
findings. Provide recommendations for improvements to improve the quality of
inventory accounting in the future. With this research, it is hoped that it can provide
contributions both academically as literature related to SAP implementation, and

practically as input for local governments in improving inventory accounting systems.

LITERATURE REVIEW
Understanding Accounting
Accounting began with Luca Pacioli in 1495, who introduced the double-entry

bookkeeping system and is known as the Father of Accounting. Simply put, accounting
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is the process of recording, identifying, and reporting transactions to illustrate an

organization's financial condition. This process is called the accounting cycle, which

includes transaction records, journals, ledgers, trial balances, financial statements, and

closing entries. According to the American Accounting Association (AAA), accounting

is the process of identifying, measuring, and communicating economic information to

enable informed judgments and decision-making by users of that information.

Meanwhile, according to Government Regulation Number 71 of 2010 concerning

Government Accounting Standards, accounting is defined as the process of recording,

measuring, classifying, summarizing, and reporting government financial transactions

that are useful in preparing government financial reports. Accounting Functions:

— Information Function — produces financial reports for internal and external users.

— Accountability Function — records and reports the use of resources (assets, liabilities,
capital, income and expenses).

— Control Function — helps management in controlling assets and costs.

— Planning & Evaluation Function — as a basis for preparing budgets, projections, and

assessing entity performance.

Public Sector and Government Accounting
Public sector accounting is a branch of accounting applied to government entities
and public organizations. Its goal is to ensure transparency, accountability, and accuracy
in the management of public funds. According to the International Federation of
Accountants (IFAC), the public sector includes the central government, regional
governments, cities/regencies, and related institutions. Because public funds come from
the community, their management must be accounted for through reliable financial
reports. Research by Sari, Suhairi, and Syofriyeni (2021) emphasizes the importance of
disclosing information in regional financial reports, particularly regarding inventory
accounts. The main focus of public sector accounting is not to seek profit, but to:
— Increasing public accountability — providing accountability to the public for the use
of resources derived from taxes, levies, and grants.
— Support financial transparency — so that the public can know how public funds are
managed.
— Increase the effectiveness and efficiency of financial management — assist the
government and public institutions in controlling the budget and ensuring there is no

misuse of funds.
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Government Accounting Standards (SAP)

In Indonesia, government accounting refers to the Government Accounting
Standards (SAP) based on Government Regulation No. 71 of 2010. SAP provides
structured guidelines, ranging from procedures, methods, to reporting obligations, to
ensure the consistency of government financial reports.

SAP consists of several Government Accounting Standards Statements (PSAP),
one of which is PSAP No. 5 on Inventory Accounting. Inventory is defined as a current
asset in the form of goods or equipment used to support operational activities or for
distribution to the public.

SAP objectives:

— Provide guidelines in preparing government financial reports.

— Presenting reliable, relevant, comparable and understandable information.

— Supporting the realization of accountability and transparency in state/regional
financial management.

— Become the basis for audits of government financial reports by the Audit Board of
Indonesia (BPK).

PSAP No. 5 regulates four main things:

— Recognition: Inventories are recognized when the goods have been controlled by the
government and provide future economic benefits.

— Measurement: Inventories are measured at cost or fair value (for gift items), using the
FIFO or weighted average method.

— Presentation: Inventories are presented on the balance sheet as current assets.

— Disclosure: Financial reports must explain accounting policies, types of inventory, and
the condition of damaged, obsolete, or missing goods.

Several studies have highlighted the implementation of PSAP No. 5. Dabhlia,
Aliyah, and Mandasari (2021) found that drug inventory recording at Majene Regional
Hospital was in accordance with the SAP (Standar Operating Procedure), but physical
controls remained weak. Ismail, Karamoy, and Pusung (2021) evaluated inventory
recording at the North Sulawesi Industry Office, finding that it was in accordance with
the SAP, but encountered challenges in recording grants. Simanjuntak, Parastri, and
Sudarwadi (2024) examined the National Population and Family Planning Agency
(BKKBN) in West Papua and concluded that inventory recognition and measurement

met standards, although physical recording often lagged. These studies emphasize that
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despite clear regulations, implementation in the field still faces challenges. The
objectives of government accounting are to:

— Present reliable, relevant and understandable government financial information.

— Increase accountability and transparency in governance.

— To be the basis for evaluating government performance and making public policy

decisions.

Inventory Accounting
Inventory is one of the most important assets for both companies and government
agencies. Inventory includes raw materials, work-in-progress, and finished goods ready
for sale or distribution. Service companies generally don't have inventory, trading
companies only record merchandise inventory, while manufacturing companies divide
inventory into three categories: raw materials, work-in-progress, and finished goods.
Inventory plays a crucial role in financial reporting. Mistakes in the valuation of
beginning and ending inventory will directly impact the calculation of cost of goods sold
(COGS) and profit in the income statement. The formula for calculating COGS is:
COGS = Beginning Inventory + Net Purchases — Ending Inventory
Therefore, inventory accounting has a significant impact on the reliability of
financial reports and the assessment of organizational performance.
Objectives of Inventory Accounting:
— Provide reliable information regarding the value of inventory held at the end of the
period.
— Determine the cost of inventory consumed during the current period.

— To be the basis for internal control, to prevent excess, shortage or misuse of inventory.

Ensure inventory recording is in accordance with Government Accounting Standards

(SAP) so that financial reports can be accounted for.

Previous Research

In addition to research directly examining PSAP No. 5, other studies have
examined financial performance and accounting practices across various contexts.
Mendra (2021) analyzed the impact of debt, sales volume, and operating costs on net
profit in a coal mining company, demonstrating the importance of financial management
in maintaining profitability. Batubara (2023) examined the relationship between sales,

cost of goods sold, and profit at PT. Seroja Bambu Runcing Sosa, proving that inventory
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costs are directly related to the company's profit. Muda, Maksum, Azhar, and Astuti
(2023) provided a practical perspective through working capital and cash projection
training for communities in Batubara Regency, emphasizing the importance of
accounting literacy at the community level. Meanwhile, Nainggolan (2021) discussed

investment policy in Batubara Regency and linked it to regional economic development.

Theoretical Framework

The quality of public sector financial reports is influenced by compliance with
standards, human resource competency, and the effectiveness of internal control systems.
Even when standards are clear, weaknesses in implementation can compromise the
reliability of the reports. This aligns with agency theory, where the government acts as
an agent and is obligated to provide transparent and reliable information to the public,
the principal. From a public sector accounting perspective, the quality of financial reports
is influenced by adherence to standards, human resource competency, and internal
control systems. If standards are clear but implementation is weak, the financial reports
remain at risk of being unreliable. This aligns with agency theory in government
accounting, where the government, as the agent, must be able to provide transparent

information to the public, as the principal.

METHOD
Research Types and Approaches

This study uses a descriptive-comparative approach with qualitative-quantitative
methods. The descriptive approach is used to describe the application of Government
Accounting Standards (SAP) Number 5 concerning Inventory Accounting in the
Regional Government Financial Report (LKPD) of Batu Bara Regency for the 2021
Fiscal Year. The comparative approach is used to assess the conformity of inventory
accounting practices in Batu Bara Regency with the provisions of SAP No. 5, both in
terms of recognition, measurement, presentation, and disclosure. This method was
chosen because it is able to provide an in-depth understanding of public sector accounting

phenomena, as well as showing the gap between normative standards and actual practice.

Data Types and Sources
The type of data used in this study is secondary data, namely data obtained from
official documents. The data sources consist of: the 2021 Batu Bara Regency Regional

Government Financial Report (LKPD), specifically the inventory balance on the balance
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sheet of Rp 14,385,633,505.35. The 2022 Audit Report of the 2021 Batu Bara LKPD,
which contains findings of inventory control weaknesses. Literature, scientific journals,

and laws and regulations related to SAP No. 5 and public sector inventory management.

Data collection technique

Data were collected through: Documentation, namely collecting the 2021 Coal
LKPD and the Audit Report of the Supreme Audit Agency (BPK RI) as the main sources
of analysis. Literature Study, namely reviewing relevant literature, textbooks, journals,
and articles regarding SAP No. 5, inventory management, and international standards
(IPSAS 12). Document Analysis, to compare inventory data presented by local

governments with standard provisions.

Data Analysis Techniques

Data analysis was conducted through the following stages: Identification of
inventory accounting policies in Batu Bara's 2021 LKPD, including the recording system,
valuation methods, and stocktaking procedures. Comparison with SAP No. 5 to
determine the alignment of Batu Bara's practices with national standards. Audit analysis
by the Supreme Audit Agency (BPK RI) to identify any remaining internal control
weaknesses. Interpretation of the results by linking these alignments and weaknesses to

public sector accounting theory and previous research.

RESULTS AND DISCUSSION
Results
Inventory Movement Summary
The main inventory data for Batu Bara Regency for the 2021 Fiscal Year can be

summarized in the following table based on the Inventory Movement Table (CaLK).

Information Amount (Rp)
Saldo Awal 2020 18.392.029.652,80
Penambahan 2021 95.604.273.568,81
Pengurangan 2021 99.610.669.716,26
Saldo Akhir 2021 14.385.633.505,35

The data shows that inventory decreased by Rp 4.006 billion, or 21.78 percent,
compared to the beginning-of-year balance. This figure indicates a relatively high level

of inventory consumption during the current period.
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Inventory Trends 2019-2021
To provide a medium-term overview, inventory balance trends can be seen from

the last three years' data.

Year Initial Balance (Rp) | Ending Balance (Rp) Change (%)

2019 16.950.000.000,00 18.392.029.652,80 +8,5 %

2020 18.392.029.652,80 18.392.029.652,80 0 %

2021 18.392.029.652,80 14.385.633.505,35 -21,8 %
Interpretation:

— 2019 to 2020 was relatively stable.
— 2021 showed a significant decline, indicating the use of

— inventory is much larger than additions.

Inventory Composition per Category

The breakdown of ending inventory balances by category shows a predominance

of pharmaceuticals.

Inventory Category Ending Balance 2021 (Rp) Percentage of total
Drugs 10.497.857.084,09 72,97 %
Office Stationery 1.774.060.364,00 12,33 %
Food material 297.558.020,50 2,07 %
Inventory to be delivered 823.691.250,00 5,73 %

Etc 992.466.786,76 6,90 %
Amount 14.385.633.505,35 100 %

Interpretation: Medications account for almost three-quarters of total supplies. This
demonstrates the high burden on regional health authorities in maintaining drug

availability.

Inventory Ratio Comparison

To enrich the results, several ratios were calculated: Inventory to current assets
ratio = 14.39 billion / 105.22 billion = 13.7%. This means that approximately 13.7 percent
of Batu Bara's current assets are in the form of inventory. Inventory to total assets ratio
= 14.39 billion / 1.22 trillion = 1.2%. This figure indicates that the portion of inventory
to total regional assets is relatively small, but strategic.
Inventory turnover = Reduction / Average inventory = 99.61 billion / 16.39 billion =
6.08 times per year.

Average inventory runs out in 2 months. Days in inventory = 365 / 6.08 = 60 days.

This means that the average item lasts 2 months in the warehouse before running out.
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Linkage to Regional Spending

Compared to Batu Bara's total regional spending in 2021 of Rp 1.57 trillion, the
year-end inventory of Rp 14.39 billion represents only about 0.9 percent of total
spending. While relatively small, inventory is crucial because it directly impacts public
services such as medication for patients, stationery for office activities, and food supplies

for social programs.

BPK Findings Regarding Inventory

The BPK RI Audit Results Report found three main things:

— Stocktaking has not been consistently implemented across all work units.
— Expired medication worth Rp 488,288 is still recorded in the report.

— The goods donation document does not include a unit value.

Discussion

Batu Bara Regency has prepared inventory reports in accordance with accrual-based
Government Accounting Standards (SAP), specifically SAP No. 5, which regulates
inventory. The analysis identified four key elements critical to assessing compliance:
recognition, measurement, presentation, and disclosure.

a. Recognition.

SAP No. 5 states that inventory must be recognized when the government
obtains ownership and/or control over the goods, and the goods must provide future
economic benefits or services. In the context of Batu Bara Regency, items recorded in
inventory include medicines, office supplies, food, and goods to be distributed to the
public.

Stock checks and CaLK records indicate that inventory is recognized upon
receipt of goods at the warehouse. This is generally consistent with SAP. However,
an audit conducted by the Supreme Audit Agency (BPK) found that expired medicines
worth Rp 488,288 were still recorded as assets. This raises recognition validity issues,
as expired goods no longer provide economic benefits or services. Therefore, although
the recognition system operates according to the SAP, its implementation in practice
still faces several challenges.

b. Measurement.
According to SAP No. 5, inventory is measured at cost. If cost cannot be

determined, fair value is used. Batu Bara Regency records all inventory at cost,
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including pharmaceuticals, office supplies, and food supplies. Inventory additions in
2021 reached IDR 95.6 billion, all of which came from purchases made through the
regional budget.

The weakness identified was incomplete grant documentation. Granted items
often lacked unit values, making it difficult to measure them according to standards.
This could lead to material errors if the quantities are significant.

c. Presentation.

The inventory balance at the end of 2021 was recorded at IDR 14.39 billion in
the local government's balance sheet as part of current assets. This presentation is in
accordance with SAP, which displays inventory as a separate item, distinct from other
assets.

Meanwhile, the inventory-to-current asset ratio reached 13.7 percent, indicating
that this item is quite significant in the local government's short-term asset structure.
However, from a management perspective, this presentation is not supported by
detailed records regarding inventory aging or damaged goods. This risks
compromising transparency in financial reporting.

d. Disclosure.

SAP No. 5 requires sufficient explanation of how the valuation is conducted, the
accounting policies used, and other relevant information. Batu Bara Regency, through
its Notes to the Financial Statements (CaLK), has explained the inventory valuation
method and detailed changes in inventory. However, some information provided is
still missing, such as information regarding the possibility of inventory becoming
unusable, details of inventory deliveries to work units, and the treatment of donated
goods. Overall, it can be concluded that Batu Bara Regency's compliance with SAP
No. 5 is quite good from a formal perspective, but there are still shortcomings in
substantial matters, especially those related to quality control, elimination of obsolete

goods, and documentation of donated goods.

CONCLUSION

This study examines the implementation of SAP No. 5 on Inventory Accounting in
Batu Bara Regency. The analysis concludes that: Inventory recognition largely follows
SAP, but some expired items remain unrecorded. Measurement is based on acquisition
cost, but the lack of complete documentation of grants can lead to misinformation.

Presentation on the balance sheet is standard, but improvements are needed in explaining
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inventory conditions. Based on CaLK, information on disclosure already exists, but is
still lacking in providing important data related to risks and inventory conditions. Thus,
it can be concluded that Batu Bara Regency has generally complied with SAP No. 5, but
still needs improvement, especially in the technical implementation. Some suggestions
that can be given include: Improving internal control over inventory, promptly removing
expired items, creating guidelines for recording grants at fair value, and providing more
detailed additional information in the CaLK. These improvement steps will not only
increase compliance with SAP but will also help transparency and accountability of
regional finances.

The research results show that in general Batu Bara Regency has complied with
the provisions of SAP No. 5, both in terms of recognition, measurement, presentation
and disclosure of inventories. However, there are several weaknesses identified through
the Audit Report of the Republic of Indonesia's Supreme Audit Agency, including:
Recognition: there are still expired drug supplies that have not been removed from the
records so that they no longer reflect economic benefits.

— Measurement: inventory valuation is generally based on acquisition cost, but grant
documents do not always include unit values, thus creating a risk of misinformation.

— Presentation: inventory balances have been presented as current assets according to
SAP, but the presentation is not supported by detailed data regarding the age, damage,
or condition of the goods.

— Disclosure: information in the Notes to the Financial Statements (CaLK) is still
limited and does not provide a complete picture of inventory risks and conditions.

— Thus, although formal compliance with SAP No. 5 is quite good, substantial
improvements are still needed, especially in the aspects of internal control, elimination
of expired goods, grant documentation, and completeness of information in CaLK.

This study recommends that the Batu Bara Regency Government improve
stocktaking procedures, create specific guidelines for recording grants at fair value, and
strengthen its internal control system. These steps will increase transparency,
accountability, and the reliability of regional financial reports, while also supporting the

achievement of good governance.
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