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A study on Government Grants
—Convergence of Government Grants Processing
in Business Accounting and Local Public Enterprise
Accounting—

Tsutomu Nishizawa

Abstract

For local public company to become a high sustainable and stable company in accounting
practice, I researched about more appropriate accounting and providing helpful financial information,
about government grants processing, in the convergence of business accounting and local public
enterprise accounting by based on capital transactions/profit and loss transactions, capital theory/
profit theory, deferred income in the background.

First of all, I did a convergence by business accounting and local public company accounting
generally and I proposed a chart of five patterns about determination method of component in
the balance sheet of government grants, at the time of acquisition, by paying attention to right to
subscribe for new stock acquisition, purpose of government grants and property of government, and
did it with a method to process in the capital surplus or the deferred revenue.

Then, in the case of processing government grants in the current way, to display in the future
predictable profit by accrual basis about whether the government grants reissuance affects price
revision, the deferred income is the peculiarity of the credit item based on profit and loss method
principle, I proposed to display method as extraordinary income instead of non-operating income.

As a result, it becomes possible to express as recurring profit or net profit (= profit after tax)
in the income statement about the condition that a government subsidy again can be acquired or

not be acquired, and I thought that will becomes possible to provide helpful financial information to
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At the same time, in conjunction with government grants processing ,I proposed a method “linkage

of asset valuation and capital maintenance” to judge an important company to securing renewal

investment.

Finally, as a financing method for the government grants of Local public company accounting, I

Proposed the introduction of trust accounting for business accounting and the use of infrastructure

fund.
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