AS 12 :

ACCOUNTING FOR GOVERNMENT GRANTS

CONCEPT 1 : INTRODUCTION

Subsidies Cash Inventories Duty Drawbacks

Note : Not recognised until reasonable assurance that enterprise will comply

l

With conditions attached to them & 66 will be received

CONCEPT 2 : SCOPE

Non-monetary 66 I

Related to fixed Promoters
asset I contribution

Effects of changing price Govt. participation in I
if 66 received ownership of enterprise
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CONCEPT 3 : MEANING OF GOVERNMENT GRANTS

Assistance by govt. in

Or

\ J

N~ S

Y

For part / future compliances with certain conditions

(Excludes : Normal Trading Transactions)

CONCEPT 4 : ACCOUNTING TREATMENT

Capital Approach Income Approach

6rant is a part of Grant is taken to income over
shareholders fund - one or more period -

In case of promoters - In case of other grants -
contribution

CONCEPT 5 : RECOGNITION OF GOVERNMENT GRANTS

Not recognised until

Reasonable assurance

Enterprise will comply with The grant will be received
conditions attaching to it - (not conclusive evidence that -
conditions attaching are fulfilled)
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In the form of non-monetary asset

CONCEPT 6 : PRESENTATION FOR NON-MONETARY GOVERNMENT GRANTS

Other sources given at

Recorded at nominal value

Concessional rate

Record at
acquisition cost

CONCEPT 7 : PRESENTATION OF GG RELATED TO FIXED ASSET

.

I
[ —
Deduction from asset I
Depreciable
Deferred income
(R&S)
Option 1 : Deduction from asset
Journal Entries
1] Cash A/c Dr XXX
To Asset XXX
2] Depreciation A/c Dr XXX
To Asset XXX
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Option 2 : Depreciable
Journal Entries

Sr.No. Particulars Dr Cr
1] Cash A/c Dr XXX
To Deferred GG XXX
2] Depreciation A/c Dr XXX
To Asset (on original cost) XXX
3] Deferred GG A/c Dr XXX
To P&L A/c XXX
(on systematic & national basis over useful life of asset)
Option 2 : Non Depreciable
Journal Entries
Sr. No. Particulars Dr Cr
1] Cash A/c Dr XXX
To Capital reserve (not charged to income) XXX
2] Cash A/c Dr XXX
To Deferred GG XXX
3] Deferred GG A/c Dr XXX
To P&L A/c XXX
(If fulfillment of certain conditions)

CONCEPT 8 : PRESENTATION OF GRANT RELATED TO REVENUE

Credited to P&L

Shown under

Other Income Deduction from expenses
OR
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CONCEPT 9 : PRESENTATION OF 66 AS PROMOTERS CONTRIBUTION

(i.e. part of total investment)

Normally no repayment is expected

\)

Credited to capital reserve

Note : No dividend out of capital reserve

CONCEPT 10 : REFUND

[certain conditions are not fulfilled treated as extra-ordinary item (AS 5)]

Related to asset Related 1'0' pr'c?moter's
contribution

Capital Res.  Dr.

To Bank

Option I Option IT

Asset A/c  Dr. Deferred GG Dr.

To Cash P&L (Loss) Dr.
To Cash

CA SANKET SHAH Page 5



