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Abstract—This study was to identify the accounting treatment
of rice plant biological assets in MSMEs of rice farmers groups.
These entities have different characteristics from trading, service,
or manufacturing entities due to their biological assets. This
study used a qualitative research method with a descriptive
approach. The object of this research is the groups of rice
farmers in North Sulawesi. The data were collected through
interviews also literature and document studies. We analyze the
data through three stages, namely data reduction, data
presentation, and concluding. The research result shows that the
entity has not implemented an accounting system in its financial
management. The accounting treatment is based on the
Statement of Financial Accounting Standards (SFAS) No. 69,
including recognition, measurement, presentation, and disclosure
of biological assets. The accounting treatment identification
refers to the scope of the business, business activities, and
transactions. Rice plants as a biological asset are transformed
biologically through rice planting activities. Biological assets of
rice plants are recognized as inventories, measured at historical
cost, presented as current assets in the financial position
statement, and disclosed in a narrative or quantitative
description in the notes of financial statements.
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I. INTRODUCTION

An agricultural entity has assets that have unique
characteristics and distinguish them from a trading, service, or
manufacturing entity. These assets are biological assets
because they undergo a biological transformation process
through a growth process [1]. With this biological
transformation, the actual value of an asset changes so that
biological assets need unique measurements that can show the
fair value of these assets by their contribution in generating a
flow of economic profit to the company [2]. Rice plants are
referred to as biological assets because they meet the SFAS
No. 69 regarding biological assets consisting of living animals
and or plants. The accounting treatment of biological assets
includes recognition, measurement, presentation, and

disclosure [3]. With ownership of biological assets, an entity is
obliged to pay attention to these assets' accounting treatment by
generally accepted accounting standards, considering that the
results of this information will be reported in the financial
statements for making economic decisions for interested parties
[4]. MSMEs of rice farmers groups are one of the agricultural
entities. In carrying out its activities, MSMEs' financial
management is still not yet neatly organized. The financial
records are carried out simply as limited as the amount of
money going in and out [5]. Accounting recording made by
MSMEs is still effortless [6]. They do not record their financial
transactions. Besides that, they have main constraints in the
high cost of raw materials, marketing difficulties, and lack of
capital [7]. Previous studies focused on the accounting
treatment for biological assets in plantation and livestock sector
companies [8,9]. In contrast, this study focused on the
agricultural sector for the MSMEs entity of rice farmers
groups. This study aims to identify the accounting treatment of
rice plant biological assets. The results of this identification
will assist the MSMEs of rice farmers groups in building their
accounting systems and compiling their financial reports.

Il. METHODS

The research method is a qualitative method with a
descriptive approach. We collect data through in-depth
interviews with leaders of rice farmer groups in North
Sulawesi. It is also through literature and document studies.
The selection of informants was based on the consideration that
North Sulawesi is one of Indonesia's rice-producing regions
and has many rice farmer groups. The data collected includes
the MSME's business scope, its activities, and the transactions
that occur. After that, data analysis was carried out. Data
analysis consists of data reduction, data presentation, and
concluding [10]. Data reduction is made by summarizing,
selecting, and focusing on the business scope, business
activities, and transactions. The data presentation is focused on
indicators of recognition, measurement, display, and disclosure
of biological assets of rice plants based on SFAS No. 69
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adopted from IAS 41 Agriculture. Concluding was made to
obtain the identifying result of the accounting treatment of rice
plants' biological assets at the MSMEs of rice farmers groups.
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I11. RESULTS AND DISCUSSION

A. Data of the Business Scope, Business Activities, and
Transaction that Occur
Based on the results of an in-depth interview with the
informants, literature studies, and document studies, we found
the following things in table 1.

TABLE I.

THE BUSINESS SCOPE, BUSINESS ACTIVITIES AND TRANSACTION THAT OCCUR IN MSMES OF RICE FARMERS GROUPS

Business Scope

Business Activities

Transaction that occurs

They produce rice and also grain.

Every group include 20-25 members.

The level of education is junior and senior high schools.
The organizational structure consists of the chairman,
secretary, treasurer, and members.

The source of capital comes from government assistance
and group members.

The rice production cycle is three months.

The planting system is jajar legowo (Indonesian terms).
The land for rice planting is the agricultural land of the
members.

The bookkeeping in the form of a daily cashbook.

The purchase and selling transaction in cash and credit.
The sources of fixed assets are from members, rent,
purchasing, and government assistance.

The types of fixed assets such as agricultural land,
tractors/plow machine, and equipment such as thresher
tool, hand spray, and sickle.

The supplies include sacks, tarpaulins, nets, and pans.

Rice Planting

Land preparation

Rent of plow machine

Purchase of plow machine
Payment of worker’s wages
Purchase of fertilizer

Purchase of fuel (gasoline or solar)
Provision of agricultural land

Nursery Purchase of seeds
Get of seeds donation
Payment of worker’s wages
Planting Purchase rope

Payment of wages

Maintenance

Payment of worker’s wages
Purchase of pest drugs
Purchase of pest spray tool
Purchase of fertilizer
Purchase of nets

Rice Harvest

Rice harvest

Payment of worker’s wages
Purchase of tarp
Purchase of harvest tool

Rice Threshing

Payment of worker’s wages
Payment of vehicle rent
Purchase of tarp, pans, and sacks

Rice Post-Harvest

Drying

Payment of worker’s wages

Milling

Expense of equipment rent for milling the
yields

Payment of transportation to transport the
yields to the milling place

Selling

Rice selling
Grain selling

Other activities

Sources of capital

Government Aid

Member of the group

Cash and credit transaction

Cash transaction
Credit transaction (purchasing)
Credit transaction (selling)

B. MSMEs of Rice Farmers Groups as an Entity

Entities are separate from their owners [11]. This theory
emphasizes the separation of the entity from the parties that
provide capital. Therefore, the entity as a business unit has
responsibility for the interests of both owners and creditors.
The management of the entity carries out this responsibility by
measuring its financial performance [12]. This form of
accountability is also carried out through clearly financial
management to provide accurate and relevant information.

An entity must consider a business entity's concept as its
essential thinking to make financial statements [5]. That's why

Source: compiled by the authors, 2020.

it needs to make the company clearly between the business
owner and its business entity. Owner transactions must be
separated from the entity business transactions [13]. The
company is divided and different entity from its owner [14].

MSMEs of rice farmers groups as an entity which are
separated from their members. That’s why the MSMEs
management should provide their accountability and
accounting information’s in financial statements. The report's
components are generally related to the accounting treatment
consisting of recognition, measurement, presentation, and
disclosure [3,13].
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C. Rice Plant as a Biological Assets

SFAS No. 69 Agriculture defines biological assets as
animals or plants living in agricultural activities [3].
Agriculture activity manages biological transformation and
harvesting of biological assets by entities for sale or conversion
into agricultural products or additional biological assets.
Biological assets continue to change because they grow,
decline, and produce. This series of processes is referred to as
biological  transformation, namely process, growth,
degeneration, production, and procreation, which cause
qualitative or quantitative changes in biological assets [3,15].
Rice plants as a biological asset in agricultural activities [3].
Rice agricultural activities are carried out through biological
transformation management for growing rice plants. The
biological transformation process in rice plants, namely rice
planting activities, includes land preparation, nursery, planting,
and maintenance. These process increasing the quantity and
improving the quality of rice plants. This biological
transformation becomes the main character of biological assets
and what distinguishes them from other fixed assets.

Biological assets are classified as generating or immature
biological assets [3]. Productive biological assets have reached
the specifications for harvesting (for biological assets that can
be consumed) or can produce a sustainable harvest (for
productive biological assets). Immature biological assets can be
defined as assets that are still in their infancy and immature or
have not yet entered productive age. Biological assets are
classified as non-current assets [16].

However, the biological assets' presentation is still divided
based on their transformation period or economic period in its
application. They can be classified into current assets or non-
current assets. The financial statements can be grouped
according to their biological transformation period [17],
namely short term and long term biological assets. If the useful
lives of biological assets less than or up to 1 year, they are
classified as current assets and are included in inventories or
other current assets. Conversely, if the company's useful life is
more than one year, the biological assets are classified as non-
current assets and classified into other assets.

The biological assets of rice plants are not productive plants
because they have an age for only one planting period that is
three months. It is different from other productive plants such
as oil palm trees, which have a productive age of more than
one year. With the age of one planting period, rice plants'
accounting treatment is not classified as immature plants. The
useful lives of rice plants are the basis of classification and are
classified as current assets.

D. Biological Assets Recognition

Recognition is a component of accounting treatment.
Recognition is the process of determining whether an account
that meets an element's definition is stated in the balance sheet
or the comprehensive income statement [3,13]. Recognition
determines when an account will be presented so that the
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consequence is that the recording of the transaction must be
done.

Recognition is selecting an account by a transaction carried
out by an entity to be stated in the report. The accounts
selection must be adjusted into characteristics of the entity's
transactions with the accounts' definition to be classified and
adjusted according to these transactions [3,13]. If a sacrifice or
transaction may result in future benefits, it can be classified
into an asset account. However, if the circumstances are
inversely proportional, these sacrifices can be classified into
several expenses stated in the income statement.

Recognition is the process of reporting a business that
meets the definitions, the criteria for recognition, as stated in
the elements of financial statements in either the financial
statements or the income statement. The recognition of rice
plants as a biological asset starts from planting activity to the
point of harvest.

Based on the data, the biological transformation of rice
plants occurs in all rice planting activities. These activities start
with land preparation, nursery, planting, and maintenance. All
transactions related to these activities are recorded in the rice-
biological inventory account. Inventory is an asset available for
sale in the ordinary course of business, in the production
process for that sale, in the form of materials or equipment for
use in the production process or rendering services.

This account is to seek all transactions that affect the plant
growth process so that rice plants are ready to be harvested and
sold. The recognition of rice as a biological inventory because
the entity controls biological assets due to past events, the
future economic benefits associated with the biological assets
will probably flow to the entity, and the fair value or cost of the
biological assets can be measured in a quantifiable manner.
Recognition of the biological assets of rice plants can be seen
in table 2.

TABLE II. RECOGNITON OF RICE PLANT BIOLOGICAL ASSET
Business Transaction that occurs Recognition of
Activities Rice Plant

Biological Asset
Rice Planting
Land Rent of plow machine Inventory of
preparation Purchase of plow machine Biological

Payment of worker’s wages Assets-Rice Plant
Purchase of fertilizer
Purchase of fuel (gasoline or solar)

Provision of agricultural land

Nursery Purchase of seeds
Get of seeds donation
Payment of worker’s wages
Planting Purchase rope

Payment of wages
Payment of worker’s wages
Purchase of pest drugs
Purchase of pest spray tool
Purchase of fertilizer
Purchase of nets

Maintenance

Source: compiled by the authors, 2020.
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E. Biological Assets Measurement

The measurement of biological assets is carried out by
determining the amount of money from the inventory of
biological assets to be presented in the financial position [4].
This process involves selecting a specific measurement basis.
The various bases for these measurements are historical cost,
current cost, realizable or settlement value, present value or fair
value. The measurement basis commonly used by an entity in
preparing its financial statements is the historical cost [13].
Biological assets are measured at initial recognition, and the
end of each reporting period at fair value, fewer costs to selling

[3].

Companies can use the fair value in case of availability of
the active market to assess biological assets and agricultural
products, but nowadays, the active agricultural market is
mostly unavailable. This condition pushes companies to use
another measurement as their accounting policy [18]. Historical
costs become the accounting policy used to measure biological
assets in the MSMEs of rice farmer groups.

Assets are recorded at the amount of cash disbursed to
acquire the assets when they are accepted. It is intended to
make it easier for rice farmers groups to take measurements.
The use of historical costs due to the level of education of
MSMEs managers.

F. Biological Assets Presentation and Disclosure

An entity shall present a reconciliation of changes in the
carrying amount of biological assets between the beginning and
the end of the current period. Disclosure of each group of
biological assets can be in the form of a narrative or
quantitative description [3]. The presentation and disclosure of
rice plants assets information were done through the financial
statement.

A financial statement is a tool to present financial
information [19]. An opinion regarding property and its
financial position is formed from the completed, objective, and
reliable financial statement [20]. The financial statement uses a
tool, analytical technic, and the method needed for business
analysis [21]. Financial information is useful for various users
in making an economic decision [22]. Financial reports are
helpful if presented in a relevant, reliable, and consistent
manner [23]. The minimum financial statement consists of a
financial position statement at the end of the period, the income
statement for the period, and the notes of financial statements
[13]. To disclose the biological assets, MSMEs use the notes of
financial statements.

Rice plant assets can be grouped according to their
biological transformation period. Rice plant asset's useful life is
less than or up to one year; therefore, it is classified as current
assets (inventories) or other current assets.

Therefore, MSMEs present their biological assets in the
financial position statement in the current assets category and
are recorded in the inventory account. The presentation as
current assets because rice plants have an age for only one
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planting period. The rice production cycle is three months. The
value of biological assets in the company's financial position
statement is recorded at the cost of the biological assets. The
example of the statement of financial position is presented in
table 3.

TABLE IlI. THE STATEMENT OF FINANCIAL POSITION
RICE FARMERS GROUPS OF MSMEs
Financial Position Statement
March, 31 2020
ASSETS
CURRENT ASSETS
Cash Rp.  xxx
Account Receivable XXX
Inventory of Seeds XXX
Inventory of Biological
Assets-Rice Plant XXX

Source: compiled by the authors, 2020.

According to Financial Accounting Standard for MSMEs,
disclosures are made on the notes of financial statements.
Disclosures of biological assets can be in the form of narrative
or quantitative descriptions [3]. MSMEs can describe the
nature of biological assets' activity, the elements that form the
value of biological assets, and the output of agricultural
products during that period. The example of the notes of
financial statements in table 4.

TABLE IV. THE NOTES OF FINANCIAL STATEMENT

RICE FARMERS GROUPS OF MSMEs
Notes of Financial Statement
Per March, 31 2020

GENERAL
SUMMARY OF ACCOUNTING POLICIES
Inventory of biological assets:
Inventory measurement using historical cost
CASH
ACCOUNT RECEIVABLE
INVENTORY OF SEEDS
INVENTORY OF BIOLOGICAL ASSETS-RICE PLANT
The rice production cycle is three months
The elements forming the value of biological assets such as Purchase of
seeds, Seeds donation, Payment of worker’s wages, etc
The output of activity agriculture is rice and grain

MSMEs of rice farmers groups are separate entities from
their owners. Therefore, MSME financial management cannot
be limited to recording cash in and out in a daily cash book. To
be accountable for their financial management, MSMEs need
to prepare financial reports. Accounting treatment for rice
plants' biological assets is an important aspect in the
preparation of MSME financial reports. Said to be an important
aspect because this type of MSME is an agricultural entity. Its
business activities focus on agricultural activities through
biological transformation management and producing
agricultural products. These agricultural activities include rice
planting, rice harvesting, and rice post-harvest. Rice planting
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activities illustrate rice plants' biological transformation
consisting of land preparation, nursery, planting, and
maintenance activities. These four activities describe the
process of growing the rice plant so that it is ready for harvest.

In general, differences in each company's biological assets
can cause differences in recording biological assets. The
differences are in plant type, plant age, and cost incurred in
each plant type [24]. The measurement and reporting of
biological assets can be very heterogeneous and can be
influenced by race, life cycle stages, health status, productivity,
and more. The relevance of financial information depends on
these influences [25]. Therefore, identification of the
accounting treatment of rice plant biological assets refers to all
rice planting activities.

IV. CONCLUSION

Agricultural entities have unique characteristics of assets
that are different from other entities. Rice plants are classified
as biological assets because they undergo biological
transformation  through their growth. This biological
transformation is illustrated through rice planting activities and
becomes the starting point for the identification of the
accounting treatment of rice biological assets. The recognition
of rice plants as a biological asset starts from the time of
planting activities to the point of harvest, namely land
preparation, nursery, planting, and maintenance. The account
used to recognize transactions related to these activities is the
rice plants' inventory of biological assets. The measurement
uses historical costs. Assets are recorded at the amount of cash
disbursed to acquire assets when they are accepted. The
inventory of the biological assets-rice plant is presented in the
financial position statement as current assets and grouped into
an inventory account with a value equal to the asset's cost. The
disclosures can be in the form of a narrative description (the
nature of biological assets' activity, the elements forming the
value of biological assets, and the output of agricultural
products) or quantitative description in the notes of the
financial statement. The criteria used in the recognition,
measurement, presentation and disclosure of rice plant
biological assets are carried out simply according to the
business scope, business activity, and transactions that occur
from the entity to make it easier for MSMEs in their
application. The results of the identification of the accounting
treatment of rice biological assets can be used as a reference by
the MSMEs of rice farmers groups in building an accounting
system and preparing their financial reports.
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