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Question #6 (SM)

A Limited received from the government a loan of X 50,00,000 @ 5% payable after 5 yearsin a
bulleted payment. The prevailing market rate of interestis 12%. Interest is payable regularly at the
end of each year.

Calculate the amount of government grant and Pass necessary journal entry. Also examine how
the Government grant be realized.

S\ g &*Q\Q\ NVEL \\w 3y
QQM T\AR\Q\Q [00*%\0\0
0 A Sooeces

\ — 2 S0
P AR
3 — 2LSseso
AN — AN s
\Y — 25 sosp ~ Joo0ees

%%Q\Q‘)_ C1IR T o\

$'\t§3 %\)‘ 0% Lo oM (FD

= 2AVewse ‘?\JA%@ )t x sx *&Lxﬁa

& \N)er %gsx&

= Jt3jrwee
Stepa- Qc&“o% Cyelr
N‘\'OU& loQh oo s
— T\ Qs% \samn (3% 3020m)



= \\X-_ I

HV

Seh s QMW
Rawk Dy Sosesee
o G APINEY
T ‘L LIRS
SRt LAT (vw)
i&w ob ol TR W TG ) o
\ 2R IARW® Lans DA (Afesn)  suanFes
PR A KA

Question #7 (SM)
Continuing with the facts given in the question §
statement of profit or loss assuming:
(a) the loan is an immediate relief measure to rescue the enterprise

state how the grant will be recognized in the

(b) the loan is a subsidy for staff training expenses, incurred equally, for a period of 4 years
(c) the loanis to finance a depreciable asset
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Question #5

A Limited wants to establish a manufacturing unit in a backward area and requires 5 acres of land.
The government provides the land on a leasehold basis at a nominal value of ¥ 10,000 per acre. The

fair value of the land is ¥1,00,000 per acre.

Calculate the amount of the Government grant to be recognized by an entity
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Question # 2 (SM)

Government gives a grant of ¥ 10,00,000 for research and development of H1N1 vaccine to A
Pharmaceuticals Limited. There is no condition attached to the grant.

Examine how the Government grant be realized
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Question #3 (SM)
Government gives a grant of ¥ 10,00,000 for research and development of HIN1 vaccine to A

Pharmaceuticals Limited even though similar vaccines are available in the market but are
expensive. The entity has to ensure by developing a manufacturing process over a period of 2

years that the costs come down by at least 40%.

Examine how the Government grant be realized.
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A village of artisans in a district got devastated because of an earthquake. A Limited was
operating in that district and was providing employment to the artisans. The government gave a
grant of ¥ 10,00,000 to A Limited so that 100 artisans are rehabilitated over a period of 3 years
Government releases ¥2,00,000.

Examine how the Government grant be realized.
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Question #8 (SM)

A company receives a cash grant of ¥ 30,000 on 31 March 20X1. The grant is towards the cost of
training young apprentices. Training programme is expected to last for 18 months starting from 1

April 20X1. Actual costs of the training incurred in 20X1-20X2 was X 50,000 and in 20X2-20X3 X
25,000.

State, how this grant should be accounted for?
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Question #15 (SM)
A Ltd. has received a grant of X 10,00,00,000 in the year 20X1-20X2 from local government in the

form of subsidy for selling goods at lower price to lower income group population in a particular area
for two years. A Ltd. had accounted for the grant as income in the year 20X1-20X2. While accounting
for the grant in the year 20X1-20X2, A Ltd. was reasonably assured
that all the conditions attached to the grant will be complied with. However, in the year 20X5- 20X6, it
was found that A Ltd. has not complied with the above condition and therefore notice of refund of

grant has been served to it.AA Ltd. has contested but lost in court in 20X5-20X6 and now grant is fully

regazaEle. The accounting done in previous yearg was not incorrect and was not an error as per Ind
AS 8.

e

Analyse how should A Ltd.)reflegt repayable grant in its financial statements ending\ 0X5-20X67 [

——
ANSWER:-

Paragraph 32 of Ind AS 20, states that a government grant that becomes repayable shall be
accounted for as a change in accounting estimate (see Ind AS 8, Accounting Policies, Changes in
Accounting Estimates and Errors).

Repayment of a grant related to income shall be applied first against any unamortised deferred
credit recognised in respect of the grant. To the extent that the repayment exceeds any such
deferred credit, or when no deferred credit exists, the repayment shall be recognised immediately
in profit or loss.

The following journal entries should be passed:

S. PARTICULARS NATURE OF AMOUNT
NO ACCOUNT (IN ¥ CRORES)
(i) Repayment of Government Expenses (P/L) Dr. 10
Grant Balance sheet
To Grant repayable (Liability) 10
(ii) Grant payable Balance sheet Dr. 10
(Liability)
To Bank Balance sheet 10
(Asset)
Assuming that no deferred credit balance exists in the year 20X5-20X6, therefore repayment
recognised in P&L.
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