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Accounting for grant agreements is an important aspect of financial
management for a variety of organisations, including not-for-profit, commercial
enterprises, and public institutions. Accounting for grants helps to ensure financial
openness and transparency in the organisation's activities. This is important to meet
the requirements of stakeholders, including donors, government agencies, investors,
and the public. The purpose of the study is to identify the areas of grant funds
reporting in accordance with international financial reporting standards. The study
found that many organisations receive grants from various sources, and this may
include funds from governmental organisations and international donors. Grant
accounting helps ensure compliance with the terms of the grant agreement
accompanying the grant. Grants accounting helps organisations to effectively
manage financial resources provided for specific projects or programmes. This
ensures the efficient use of funds and the achievement of planned results. In addition,
grant accounting allows you to evaluate the results and impact of projects that have
been funded by grants. This helps organisations and donors understand how
successful their investments have been. In general, grant accounting is important for
the financial stability, transparency, and efficiency of grant-receiving organisations.
It helps ensure effective management of financial resources and fulfilment of
obligations to donors and other stakeholders. The article provides a detailed
classification of types of grants and describes their characteristics. The main
provisions regarding the accounting of grants in accordance with IAS 20 have been
defined. The use of international standards for grant accounting helps create
consistent and comparable financial reporting. It also ensures the quality of financial
management and compliance with legislative and regulatory requirements for the
organization's financial activities. Grant reporting is a key element that reflects the
accurate assessment and effectiveness of the use of grant funds. Ensuring clarity,
accuracy, and timely grant accounting is essential for effective management

decisions and successful project or program implementation.

Byxeanmepcokuii 00.1ik 2panmogux y200 € 8axcIusumM acnekmom QiHaHco8o20
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opeanizayii 3aeanom. Lle eanxcaueo 01 3a008071€HHA UMO2 3AYIKABNEHUX CMOPIH,
BKIIOUAIOUU OOHOPIB, YPAOO0BUX YCMAHOB, [HEeCMOpi8 i epomadcvkicms. Memoro
00CNIOJCEHHSl € BUSHAYEHHS HANPAMKIG 36IMHOCMI NPO 2PAHMOSI KOwmu 3a
MINCHAPOOHUMU CIMAHOApMamMu PIHAHCOB0I 36iMHOCMI. J{OCIONHCEeH S NOKA3AN0, WO
bacamo eocnooaproruux cyo’€Kmie OmpuMyOms Spanmu 3 Pi3HUX 0xcepeil, 30Kpemda
Kowmu 8i0 YpsA008UX Op2aHizayiti ma MIidCHapoOHux OoHopis. OOnik epanmis
oonomazae 3abesnevyumu OOMPUMAHHS NOJIONHCEHb MA YMO8 2PAHMOB020 002080DY,
wo cynpogooddcyiomo epanm. Illpasunvre 6i000padcenHs 2panmis Ha pPAXYHKAX
OyxeanmepcoKo20 001Ky 00NoMaz2ae OpeaHizayisam aKiCHO YIpasiamu OiHaHco8UMU
pecypcamu, HAOaHUMU Ol KOHKPemHUX npoekmieé abo npocpam. lle 3abe3neuye
ehekmusHe BUKOPUCMAHHS KOUMIB | 00CACHEHHS 3aNIaH08aHUX pe3yibmamis. Kpim
mo2o, 00K 2paHmié 003680.J1€ OYIHUMU Pe3yIbmamu ma NIU8 NPOEKMI8, sKi 0yu
npoiHaAHCOBAHI 3a PAXYHOK SPAHMIB, W0, V C80I0 Yep2y, 00NOMA2AE OP2aHi3ayisam i
O00OHOpaM 3pO3yMimu, HACKIIbKU YCRIWHUMU OVIU iXHI iHeecmuyii. 3aeanom 00K
2panHmis 8axcaueuti 0Jisi (hiHancoBoi cmabinbHOCMI, NPO30POCMi ma epexmueHocmi
OisHec-cmpykmyp, wo ompumyroms cpaumu. Lle donomazae egpexkmusno ynpasiamu
Qinancosumu pecypcamu ma 6uKOHysamu 30008'3aHHA neped OOHOpaMu ma
[HUWUMU 3AYIKAGIEHUMU CMOPOHamMU. Y cmammi nooaHo 0emanvHy Kiacugikayiro
8U0i68 epanmie ma ONUCAHO iX xapakmepucmuky. Buznaueno ocnogni nonooswcenms
wooo o6aiky epamwmis 32iono 3 MCBEO 20. Buxopucmauus MIdCHAPOOHUX
cmanoapmie 0Jis1 00Ky 2panmie 00NomMazae cMmeopumu NOCIi006H)Y Ma NOPIGHIHHY
Qinancosy 3eimuicms, 3a6e3neyye AKicmov YNPAGIiHHA IHAHCAMU MA OOMPUMAHHS
3AKOHO0ABYUX | HOPMAMUBHUX BUMO2 00 (DIHAHCOB0I OIANLHOCMI OpeaHi3ayii.
I'panmosa 36imuicmu € KIHOUOBUM eNeMeHMOM, Wo 8i000paxicac mouHy OyiHKy ma
epexmuenicmsb  BUKOPUCMAHHA 2PAHMOBUX KOWMIB. 3abe3neuenHs SACHOCMI,
MOYHOCMI MA CB0E€YACHO20 0OIIKY 2PAHMIB MAE BANCIUBE 3HAYEHHS O NPUUHAMMSA

eheKMUBHUX YNPABIIHCOKUX PilleHb ma YCRIWHOT peaizayii npoeKmy yu npocpamu.
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Target setting. One of the most common problems faced by both start-up and
experienced entrepreneurs is the lack of or insufficient funds to achieve various
business goals. To develop creative business ideas and support small and medium-
sized businesses, grant funding is used around the world to help entrepreneurs who
can offer important and useful projects for the state.

State support programmes for small and medium-sized businesses are primarily
aimed at industries that are a priority for the state.

The state will help with financing a business that will be useful for a region,
oblast, or even a specific city: for example, opening a pharmacy, developing crop
production, or tourism [18]. However, the state should not support gambling, alcohol,
or cigarette businesses [23; 13].

At the same time, it should be borne in mind that the state has levers to choose,
for the purpose of further financing, those projects that can directly or indirectly lead
to qualitative transformations in the country's economy, support its image, or create
prerequisites for further development.

However, entrepreneurs should be aware that the process of interaction with
the state does not end with the receipt of grant funds. The funds received must be
used and correctly reflected in the financial statements, which may sometimes require
special knowledge and competence on the part of the company's accountants and
financiers.

Analysis of research and publications. In the most general sense, a grant is a
gratuitous assistance to legal entities and individuals for the implementation of non-
profit projects [23; 1]. Grants are issued in the form of money or tangible property.
Funds are spent on research, scientific, development, education, treatment, and other
tasks. As a result, grant recipients prepare a report on the expenditure of funds.

The peculiarities of the transfer of resources under the grant are the gratuitous
nature and targeted nature of the subsidy [4; 15].

Grants are used to support social initiatives, charitable foundations, science and

education projects. The grant distribution system helps non-profit associations funded



by the state. This develops the economy. Often, the main and even the only source of
income for a non-profit organisation is subsidised by grants [14]. With the help of
grants, non-profit organisations are able to cover the costs of renting and maintaining
premises and equipment, as well as staff salaries.

One of the key issues in receiving grants is who can apply for them. A grant
can be awarded on a competitive basis to someone who is engaged in the process of
their main activity or related activities [2; 5]: scientific research, educational
activities, charity, healthcare, defending the rights and interests of citizens, work in
the arts, non-professional physical education, and sports, social, cultural, or
publishing work, environmental protection, management or other activities.

Entrepreneurs can get financial support from the state if their project brings
real benefits to society, helps solve acute problems in the region, and relieves some
of the tasks of the state representatives.

For example, grants are awarded to companies that [24]:

- provide jobs for socially vulnerable categories of citizens (disabled, low-
income, refugees, pensioners, and young professionals);

- produce goods and services for the above-mentioned citizens and meet their
needs;

- solve socially significant problems in society, i.e., they operate in the areas of
pedagogical services, recreation and health improvement for children, preschool
education, cultural education, etc.

In this way, cooperation between the state apparatus and business
representatives is achieved, which is equally beneficial for both parties.

The wording of the purpose of article (problem). The purpose of the study
is to identify the areas of grant funds reporting in accordance with international
financial reporting standards.

Presentation of the main research material. The budget allocates funds

in the form of grant funding free of charge but under strict control of the targeted use



of these funds. At the same time, the state uses grant programmes to address various
socially significant problems of the country or region.

The entrepreneur receives the money he lacks for the development and
implementation of the project, and the project will ensure the performance of
important functions for the state. Undoubtedly, the system of grants is an important
and effective incentive for achieving socially useful results and developing civic
initiatives. Of course, it will not be possible to spend public money on buying a car,
travelling abroad, or covering the company's debts, as the grant is issued for specific
purposes for the implementation of the project, and therefore the spending of funds is
strictly controlled (the state, through authorised bodies, requires submission of reports
and storage of all supporting documents).

There are micro-grants for the current needs of small and medium-sized
businesses (paying rent, buying equipment, participating in exhibitions) and large
grants for business development or to support certain sectors (information
technology, tourism, etc.).

An entrepreneur hoping to receive a grant needs to find out what state support
measures are available to him or her. That is, you should obtain information on
existing regional and national programmes, eligibility requirements, and the amount
you can expect to receive.

The websites of government organisations involved in the selection of
entrepreneurs and the distribution of grant funds can be useful in this regard. The
procedure for obtaining a grant varies. That is, its procedure depends on the region.
It 1s important to understand that funding can be obtained not only from the state
(from the district, regional, and national budgets), but also from a business incubator.
This term is used to describe an organisation specialising in providing support to
young entrepreneurs.

Business incubators operate in many countries and are designed to finance the
activities of mostly young entrepreneurs to develop innovative businesses and

promote the latest business ideas. Startups that win the competition can become



residents of the business incubator, which usually opens up not only financial but also
organisational prospects for entrepreneurs.

An entrepreneurial grant is an opportunity to receive a certain amount of money
for the development of an enterprise. Entrepreneurial grants are additional funds
aimed at implementing a specific project or solving a specific problem. They are
available to small and medium-sized enterprises and their associations, government
agencies, non-governmental organisations, regional associations, research and
educational institutions, and commercial companies. Unlike budgetary allocations,
which are distributed by state authorities, European funding sources are allocated to
specific projects through a call for proposals.

Therefore, if an organisation is ready to solve a specific problem identified in
the call for proposals, it can apply for funding. Examples of such grants include the
reconstruction of suburbs, parks, and cultural facilities, the creation of educational
and youth institutions, the development of green tourism, the promotion of
employment for socially vulnerable groups, the creation of jobs for IDPs, the
restoration of cultural heritage, etc.

It is logical to cite the example of Ukraine, which, after the full entry into force
of the EU-Ukraine Association Agreement, provides Ukrainian companies with the
opportunity to submit projects to EU structural and investment funds. There are a
number of programmes aimed at balancing the economic potential of the region. In
particular, Horizon 2020 (total budget of €80 billion for seven years), Erasmus+
(€14.7 billion), COSME (€2.3 billion), Creative Europe (€1.46 billion), LIFE (€3.4
billion), Pericles 2020 [18], cross-border cooperation programmes, assistance from
international funds and foreign governments, and many other programmes. EU
financial funds are, of course, financed from the budgets of EU countries. Ukraine
also contributes to some funds (in the form of a small percentage of GDP). In Europe,
budgets are prepared on a seven-year cycle, and programmes and sub-programmes of

additional funding under the EU funds are also prepared on a seven-year cycle.



Due to the war, a considerable portion of businesses in Ukraine experienced a
decline in activity or, in some cases, completely shuttered operations. This situation
resulted in a substantial rise in unemployment rates. In response to these challenges,
the government initiated grant programs aimed at encouraging the establishment of
new businesses and fostering the expansion of existing ones. These initiatives are
aimed at stimulating economic recovery, creating jobs and contributing to the general
revival of the post-war business environment.

Given the military operations on the territory of Ukraine, the country currently
enjoys a 95% discount on the transfer of contributions (i.e., it has not paid 100% of
its contributions). And, unfortunately, Ukrainian companies and organisations are not
currently making full use of the potential of the available funding instruments,
including the small contributions they pay to ensure their participation in EU funding
programmes.

EU funds, which account for more than 76% of the budgets of these
programmes, are managed in partnership with national and regional governments,
mainly through five major structural and investment funds: The European Regional
Development Fund (ERDF), the European Social Fund (ESF), the Cohesion Fund
(Cohesion Fund) and the European Agricultural Fund for Rural Development
(EAFRD), and the European Maritime Fisheries Fund (EMFF) [15].

Direct grants are provided by the European Commission or its executive bodies
to support projects and activities related to EU policies.

The Commission's direct grants are awarded on a one-for-one basis following
an open call for proposals under a specific programme; the EU does not always
provide 100% of the funding for projects, with part of the funding coming from the
EU and the rest from other sources. In most cases, a certain percentage of contribution
is required from the organisation implementing the project. In addition, grants are not
awarded retrospectively, and projects that have already been implemented are not

eligible to apply.



In October 2023, the Ministry of Finance of Ukraine attracted almost $ 2.8
billion in grants and preferential financing from international partners. Grant funds
provided on a non-repayable basis constituted over 40% of the total financial
assistance.

Among the donors in October 2023:

- European Union: $ 1.6 billion (concessional financing).

- United States of America: $1.15 billion (grants).

The funds from the EU represent the ninth tranche within the framework of the
extensive Macro-Financial Assistance (MFA) for the year 2023. The overall
financing under the MFA program amounts to €18 billion, of which Ukraine has
already received €15 billion.

The US grant is part of the fifth additional financing under the World Bank's
project "Supporting State Expenditures for Sustainable Public Governance in
Ukraine" (PEACE in Ukraine). The goal of the «Peace in Ukraine» project is partial
compensation of state budget expenditures, in particular, social and humanitarian
expenditures that are not related to the sphere of security and defense [11].

In total, in the first quarter of 2023, & 171.9 billion ($4.7 billion) were spent
from the state budget, which are subject to reimbursement by international partners
of Ukraine within the framework of the «Peace in Ukraine» project (Table 1) [19].

Table 1- Public expenditures that are subject to reimbursement under
the Project PEACE in UKRAINE in Q1 2023

Ne Payment type Sector Total Recipients
expenditures | (persons/households),
monthly average

1 | Assistance at child adoption | Social assistance 7,9 me 20e

2 | Assistance at childbirth Social assistance | 2399,8 m& 693,6 ¢

3 | Assistance to  internally | Social assistance | 18590,0 m2 19572 ¢

displaced persons

4 | Assistance to single mothers | Social assistance | 318,5 m2 55,0¢

5 | Housing subsidies Social assistance | 9567,0 m& 1880,5 e

6 | Maternity assistance Social assistance 46,5 me 6,4¢

7 | Old-age social benefits Social assistance | 67964,9 m& 9840,2 e




Continuation of table 1.

No Payment type Sector Total Recipients
expenditures | (persons/households),
monthly average

8 | Social support to low-income | Social assistance | 2593,6 m2 1332¢
families
9 | Social support to persons with | Social assistance | 4256,0 m& 463,6 ¢

disability since childhood and
children with disabilities

10 | Salaries of public employees | Public Service 7361,9 ma 1370 ¢
(non-security sectors)

11 | Salaries to healthcare workers | Healthcare 25837,8 mé 513,8 ¢
(under PMG)

12 | Salaries of first responders Emergency 8019,2 me 56,8 ¢

Services

13 | Salaries in public universities | Education 5278,9 m& 135,0 ¢

14 | Salaries of teachers in schools | Education 19689,6 mé 491,8 e
TOTAL - 171,9 mrd 2/ -

$4,7 mrd

Source: based on [19]

In 2023, Ukraine has already received $10.9 billion in grant funding from the
United States.

International financing is directed towards supporting priority expenditures in
the state budget, including social protection, humanitarian needs, and the
remuneration of workers in the education and healthcare sectors.

In total, over the first 10 months of 2023, the Ministry of Finance of Ukraine
attracted approximately $ 35.4 billion of external financing to address the urgent
needs of the state budget [11].

In Ukraine in 2023, the largest state grant program is "eRobota", it is suitable
for many types of small business activities, including startups. Submit applications
through the portal or mobile application "Diya". Many grant programs are available
on the EU4Business portal, a large-scale initiative from the European Union to
support Ukrainian companies. On the organization's website, you can find out how to
get grant or credit funds, scale business and enter new markets [7].

The classification of grant types is summarised in Figure 1.



Research grants

Grants for social entrepreneurship

Grants for business development

Grants for staff training and development

Grants for sustainable development and the environment
Grants for arts and culture

Grants for social projects and charity

Fig. 1. Classification of grant types

Source: authors' own development

The classification of tasks that can be solved with the help of grants, according

to current trends in grant funding in the EU, is presented in Figure 2.
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Type of grants Characteristics

s R e Encouraging entrepreneurs to develop business in key areas and

development of o Lk . : .
P Sy = directions for the country or region, including social security,
entrepreneurship in a . : .
3 education, agriculture, energy saving, etc.
counfry or region )

~

(" Projects aimed at developing special business skills in modern
conditions. In particular, the Erasmus for Young Entrepreneurs
project is an opportunity to learn from the experience of
entrepreneurs from 28 countries over a three-month period. The
\ amount of support depends on the region. )

2. Training of
entrepreneurs =

-,

p
] Such programmes can help companies go online. For example,
3. Formatting = operators of foreign language courses can receive funds to
purchase computers for online lessons.

-,

] ] Grant competitions can help companies finance consulting
4. Business scaling = services to enter new markets or expand production. Funds are
not provided for expansion, but rather for training.

Fig. 2. Classification of tasks that can be solved with the help of grants,
according to current trends in grant funding in the EU

Source: authors' own development



Research grants: these grants are awarded to fund research and development of
new products, technologies, or services (grants for research, innovation, introduction
of new technologies, etc.).

Grants for social entrepreneurship: these grants are aimed at supporting social
enterprises that combine entrepreneurial activity with solving social or environmental
problems (for projects aimed at solving problems in the areas of education,
healthcare, environment, etc.).

Grants for business development: these grants are aimed at supporting start-
ups, small and medium-sized businesses (funding for product development, market
expansion, or business infrastructure improvements, etc.).

Grants for staff training and development:  grants of this type are provided
for staff training and professional development (costs of training, seminars, courses,
and other professional development programmes).

Grants for sustainable development and the environment: some grants are
aimed at supporting projects that promote sustainable development and conservation
of natural resources (environmental projects, energy efficiency improvements, and
other initiatives).

Grants for arts and culture: these grants are awarded to artistic and cultural
organisations to support creativity, exhibitions, exhibitions, art projects, and cultural
events.

Grants for social projects and charity: these grants are awarded to organisations
engaged in charity and social projects to improve living conditions for the population
and solve social problems.

Grants can have different terms and conditions and requirements, and they can
be provided for specific projects or for general financing of business activities.
Businesses should be careful to assess which grants best suit their needs and
objectives and to comply with all conditions and obligations associated with them.

Any government grant requires clear reporting prepared in accordance with the

entrepreneur's application. If the application states that the company intends to



produce a certain type of innovative product, then it cannot differ in any of the
parameters in the reporting. In addition, the list of contractors and the scope of work
performed are controlled. Accordingly, in the process of obtaining grant funds,
entrepreneurs need to plan their expenses in detail and make efforts to ensure that all
basic conditions are met in the course of fulfilling grant agreements.

Traditionally, grant reporting has been a tool to ensure that the funded
organisation uses grants for the purpose stated in the application. Ideally, a grant
report would also contain information that could benefit both the organisation and the
funder [17]. However, in practice, reporting often becomes another obstacle to
overcome. Over time, the reporting requirements have changed the essence of their
original intent; grantees now have the responsibility to justify the need for funding.

Instead of acting in a haphazard manner, it makes sense for grantees to develop
and implement new reporting requirements that foster dialogue within the
organisation - requirements that encourage organisations to refine and evaluate goals.
The best grant reporting goes far beyond the simple notion of accountability. The first
question to ask is how a new approach to accounting for reporting will bring the most
value to organisations in terms of reducing the time it takes to produce grant reporting
documents.

The globalisation of commercial activity and the rapid development of
international financial markets have led to a new approach to financial reporting. The
focus of this approach is on the compatibility of reporting information that is
understandable to investors around the world, regardless of their nationality.

International Financial Reporting Standards are a unified set of provisions
based on the basic principles of recognition and measurement of the main elements
of financial statements, taking into account industry specifics and company structure,
as well as the presentation of financial information.

Each of the standards has a specific structure that includes the following
elements in most cases: purpose and scope of the standard; basic definitions used in

the standard; individual clauses that disclose individual features of the standard, i.e.,



a description of methodological problems and ways to solve them; the procedure for
disclosing information in financial statements; date of entry into force.

Interpretations (International Financial Reporting Interpretations) clarify and
specify certain provisions of the standards in the light of their application practice and
regulate the application of the relevant standards on issues that are not sufficiently
disclosed or not mentioned in the standard itself.

Currently, two systems prevail in international business turnover: IFRS
(International Financial Reporting Standards) and US GAAP (US Generally
Accepted Accounting Principles), which have given way to a large number of
disparate national financial reporting systems [3; 10].

Unlike IFRS, which are based on principles, US GAAP are based on clearly
defined rules that regulate in detail the accounting for certain business situations. In
some cases, US GAAP focuses on the legal form of a transaction rather than its
economic substance [22]. In contrast, IFRS prioritise the economic substance of a
transaction and the application of professional judgement.

The convergence of the two systems was reflected in the joint adoption of a
Memorandum of Understanding by the developers of IFRS and US GAAP, in which
the parties formally formalised their intention to create common standards for use in
international capital markets [6; 16]. Since then, most of the projects, including
business acquisitions, revenue recognition, accounting for financial instruments, and
leases, have been developed jointly by the parties to the Memorandum.

As discussed earlier, almost every government supports certain companies or
businesses by providing subsidies or other types of government assistance.
Accordingly, grantees must account for the funds received in accordance with
different financial reporting standards. It is advisable to consider the main IFRS rules
governing the accounting for government grants.

Since government subsidies are a clear benefit and provide an advantage over
other companies that do not receive such assistance, they should be properly

accounted for in the financial statements.



The most important standard relating to government grants is [AS 20
Accounting for Government Grants and Disclosure of Government Assistance. This
is a fairly old standard - it was issued in 1983 and came into force on 1 January 1984,
and there have been virtually no significant changes to the rules since then [8; 20].

The primary objective of IAS 20 is to account for and disclose information
about:

- government subsidies or grants. Simply put, these are actual resources,
whether monetary or in-kind, transferred to an entity by the state, usually after certain
conditions are met;

- government assistance is other government actions designed to provide
economic benefits to an organisation, such as business advice or directions to new
markets, or free marketing support.

In general terms, IAS 20 applies to almost all types of government grants,
except for the following exceptions:

- state aid in the form of tax incentives (tax breaks, tax holidays, etc.),

- agricultural subsidies accounted for in accordance with IAS 41;

- reflecting subsidies in the financial statements, reflecting the impact of price
changes, and the situation when the grantee organisation acts on behalf of the
company's owner.

The main rule for accounting for grants is that companies should never charge
the receipt of any government grant directly to the company's equity.

The capital approach is not permitted under IFRS. Instead, IFRS rules prescribe
the so-called “income approach” - recognising subsidies as income in the relevant
periods so that the income of those periods corresponds to the expenses of the same
periods that the subsidies are intended to compensate.

The specific accounting procedure depends on the purpose of the subsidy
received. A company may receive a subsidy or grant for such specific purposes:

- acquisition (creation) of an asset;

- reimbursement of expenses (related to income).



If an entity receives a subsidy for the acquisition of assets, it has two options
for presenting the subsidy in its financial statements:

1. Report it as deferred income.

2. Deduct it from the carrying amount of the acquired asset.

If a grant is granted to reimburse past expenses, it is recognised immediately in
profit or loss.

If the grant is provided to reimburse current or future expenditures, it is
recognised in profit or loss in the periods in which the expenditures are incurred and
recognised.

There are two options for reporting subsidies:

1. Report subsidies as income in a separate line item, such as “Other income”.

2. Deduct the amount of subsidies from the relevant costs (i.e., from the costs
that these subsidies are intended to compensate).

The key provisions for accounting for grants in accordance with IAS 20 [12]
are as follows:

- Definition of a grant: a grant is a transfer of resources (money or other assets)
from one party (the grantor) to another party (the beneficiary) without receiving
equivalent compensation in the form of goods or services. Grants can be provided by
governments, international organisations, or other donors.

- ldentification of the grantor and beneficiary: businesses should clearly define
who is the grantor and who is the beneficiary of the grant.

- Grant recognition: a grant should be recognised in the financial statements of
a business only when it is probable that the beneficiary will comply with the
conditions attached to the grant and the grant will be received. The likelihood of
fulfilment of the conditions can be determined based on objective evidence.

- Requirements for grant recognition: a grant should be recognised on the
balance sheet of the business as a liability that the beneficiary must pay or reimburse
by providing goods or services if the grant agreement provides for this. When grant

conditions are met, the grant may be recognised as income.



- Subsequent accounting: once a grant is recognised, an entity should account
for the liability and revenue associated with the grant appropriately in the financial
statements. Information about grants should also be included in the notes to the
financial statements.

The accounting for grants in IAS 20 is regulated in detail and requires accurate
implementation of the standard to ensure that grants are correctly accounted for and
reported in the financial statements of the business.

Conclusions. To summarise, the accounting for grants received by businesses
in accordance with International Financial Reporting Standards (IFRS) is governed
by IAS 20 Accounting for Government Grants and Disclosure of Government
Assistance. This standard sets out the rules for accounting for and presenting
information about grants in the financial statements of an entity.

Government grants are systematically accounted for in the income statement
over the periods when the entity records expenses associated with the costs intended
to be covered by the grants. In situations involving grants related to assets, the process
involves either deferring the grant as income or deducting it from the carrying amount
of the asset.

The receipt of grants by a business entity is an important component of
financial management, as it can significantly affect the financial condition and
reporting of the enterprise. First, when it comes to the transfer of resources, the
accurate reflection of this process in the financial statements is important. This
involves determining the value of the received resources, their use and their impact
on the financial condition of the enterprise.

According to IAS 20, the following information is subject to disclosure:
accounting policies adopted for government grants, including presentation methods
adopted for financial reporting; the nature and volume of government grants
recognized in the financial statements, as well as the indication of other forms of state
aid from which the economic entity has a direct benefit; unfulfilled conditions and

other conditional obligations related to recognized state aid.



Prospects for further research are the analysis of financial statements for

international grants according to national and international standards.
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