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i
Business Entities

2) Tax Exemptions & deduction are not a
Govt . Grant.

3) Grant can be in Cash (a) in Kind.

2) When to record Govt . Grant in the Books ?

if Following Conditions are satisfied
then GrantCan be recognised : -

a) All the Conditione provided by Govt.

E are complied by the entity .

②

4) There is a reasonal assurance
That "Grant will be collected"

GrantCan be recorded even on accrual Basis

of above Two Conditions are satisfied.
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5)spee of Grants-including treatment

()Revenue Grant : - Grant received to incre
Expenses of revenue Nature.

-
-Alternatea If Grenadedelived
other Income in respect of any
to Specific Expenditure

Bankal Dr. ↓
To Grant Income (PE) 1) Bankaf Dr . 10

-To Guart 10

This Grant al is
Dr .

15 treated as temporary 2
Grant al Dr . 10

Expense 15 To Expense 10

To Bank Liability Untill actual

·

SExpense is incurred.

This entry is required
-Pleas

stan
When actual Expense (o) Grant (10)
is incurred. I

(B) Grant received in the nature of promoters
Contribution ! - just like Capital Investment)(
Such Grant can be received to promote
Businesses in backward areas

-

-
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This Grant can never be utilised to pay
Dividend.

#counting: - Always tramfer to Capital
Reserve

·

a) Bank aker. 2) Grantak or
To Grant al To CRak

(C) Grant in kind (Non monetary Grant)(Non Cash)egi-Land
, Inventory , any other Asset.

-
Free ofCost atConcessional

↓ price
Recognised at Nominal value
eg . 1)- &

101-
, 100% etc.

Recognised at
↓ actual price paid

↓
AssetaDr Land Mu Jolan .

paid 10 lan.
to Govt.

No Depreciation ↓
Randal Dr . 10
To Bank 10

Nothi-Land received whose
-

Mp was so lac
2 Paid 10 law.
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(D) Grant received for Immediate Financial
Support :-

eg
:-Bail out Package
↳ Bachao Bachao-> Company Ro

--
If Unconditional If Conditional
Grant is received Grant is received

↓ ↓
Grant is directly credited Grant is Deferred
to pal ok & Amortised over

(other Income the period of
Condition to be

a) Bank ok Dr. Fulfilled
To Grant to

b) Grant al Dr. 1st Bank Dr. Golac
To P21 at yo To Deferred Lolan

.

Grant
Def. Grant of

The Condition inBan
expected toFu, fill

Y years

astyr . Deferred GrantDr .
end

Topse 55
Remaining Un-amertised Balance of 15 law.
is shown on LiabilitySide of BIS.
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(E) Grant received to purchase Depreciable
Asset :
-

eg : - To purchase Machine

To Construct Factory

any one of following options can be taken :-
↳alternatives

tion-:-Guant amount is deducted from
The Cost(2) Book value of
Such Asset

Depreciation will be charged on Revised
Value of Asset.

Grant received Iolan · to surchase Machine
I

of 25 lan . Depreciation 10%

a) Bank al Dr. 10 lan
To Grant 10 lac

6) Machine al Dr . 25 lace
To Bank 25 las

2) Grant all Di 10 las
To Machine all 10 lace

.

d) Depreciation = 151an
.
x10% = 150,000
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-tiand:-Grant received is Deferred &

AmortisedOver the Life of Asset in
The Natio Of Depreciation
--In-

Do not deduct
Instead ThisLiability in the

treate it is amortised Natio
Grant From Of

Costof Asset
as Separate in por as Depreciat
Liability Deferred changed
~ Income an

a) Bank Dr. 10 Lac Over the Life Asset

To Deferred Grant 10 lac.
Of Asset

/Temporary Liability)

b) Machine Dr. 25 las .

To Bank 25 lac
.

Depreciation = 10 % = 250000 /P2) Dr . Side)
Deferred Income = 10 tan x10 % > 100000 (Pal Cr. Side)

&
Machineresume 100000Def . 900000

Grant( I I
Deferred Grant DV .

100 ,000

To P2 al all 100000
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(F) Grant Received to purchase Non Depreciable
Asset : - eg . Land

.

Inventory.

--
If Unconditional If Conditional
Grant is received Grant is received

↓ ↓
Grant is directly credited Grant is Deferred
to pal ok & Amortised over

(other Income the period of
Condition to be

a) Bank ok Dr. Fulfilled
To Grant to

b) Grant al Dr. 1st Bank Dr. Golac
To P21 at yo To Deferred Lolan

.

Grant

expected toFu, fill
The Condition in

Y years

astyr . Deferred GrantDr .
end

Topse 55
Remaining Un-amertised Balance of 15 law.
is shown on LiabilitySide of BIS.



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 8  
 

 

 

6) Refund of Govt. Grant :-

When Grant is received butFurther Condition
were not Fulfilled subsequently then Grantis required to be refunded :

-

Accounting Treatment of Refund :

a) If Grant was earlier treated as Income in
Pa (No Deferred) % -

Then Refund of Grant shall be Debited
toPar.

6) If Grant was earlier credited to Capital
Reserve :

Then CR shall be Debited

1) If Grant was earlier treated as Deferred
Grant & There is still Unamatised Balance

is available :

-
↳ Liability Balance

Such Unamortised Balance shall be Debited
First & if there is any Difference

,
it is

trave fee to the pal akc.
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d) If Grant received was deducted From
Cost of Asset earlier :-

Refund amount shall be debited to
The Assetak & Further Depreciation
shall be charged on Increased value
Of Assets (prospective effect only
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Important key Points to solve the
Question

: If Grant received For Revenue nature of
Expenses For more than 1 year then
it should be Deferred& Amortised
Over the period of Obligation (Refer af)

2) When Grant is received after purchase
Emp of Asset and deductedFram CostBr of&

- Asset
,
it
may

be possible that Asset

ak will be negative .

In such case,
The excess amount i . e negative Balance

is credited to pal al only & Asset

Bu will be Nil. (Refer 28)

3) Grant receivedFor Notified Backward area
--
If specific No specific

Asset/project is Assets are

mentioned mentioned

be ↓
Two alternate Answers onlyane Answer

-o ↓
CRak Grant is for CR alc

purchase of
Dep. Asset



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 10  
 

 

 

2) Date of Filing of application For Grant is
different from the date of actual approval
Of Grant--> When toMecognise the Grant in

Book ?↓
Refer 217) Grant should be recognised onlya

the date of actual approval .
Un actual approval reasonable
AssuranceOF Collection maybe
acheived.

57 Whenever Grant is received towards Employees Benefits
Such as Walfare activities

,
Medical Facilities

,
Corona

vaccine or
any other Employee Benefits ,

then

Such Grant is of Revenue Nature.


