Guidance document: Accounting for grants and subsidies expenses
Guidance document: Accounting for grants and subsidies expenses


August 2025
Version 2.0

Guidance document: Accounting for grants and subsidies expenses

[image: http://ntgcentral.nt.gov.au/sites/files/uploads/images/dcm/logos/ntg-logo/ntg-primary-cmyk.jpg]
	Document title
	Guidance document: Accounting for grants and subsidies expenses

	Contact details
	Financial Management Group
Department of Treasury and Finance
dtf.financialpolicy@nt.gov.au

	Date and version
	August 2025
Version 2.0

	Approved by
	Tiziana Hucent
Executive Director Finance

	Date approved
	August 2025

	Document review
	Every three years



	Version
	Date
	Author
	Changes made

	1.0
	August 2021
	DTF Financial Policy
	Initial version

	2.0
	July 2025
	DTF Financial Policy
	Update to align with the new TD – grants and subsidies expenses

	
	
	
	



	Acronyms
	Full form

	AASB
	Australian Accounting Standards Board

	CSO
	Community service obligation

	DTF
	Department of Treasury and Finance 

	FMA
	Financial Management Act 1995

	GAS
	Government Accounting System

	GST
	Goods and services tax

	NT
	Northern Territory

	TD
	Treasurer’s Direction





Contents
1. Purpose	4
2. Accounting for grants and subsidies	4
2.1. Recognition of grants and subsidies	4
2.1.1. Examples	5
2.1.1.1. Present obligation has arisen and is settled in current reporting period	5
2.1.1.2. Present obligation has arisen and is settled in future reporting period	5
2.1.1.3. Present obligation has arisen and cannot be reliably measured	6
2.1.1.4. Payment made before present obligation has arisen	7
2.1.1.5. Capital grant – non cash	7
2.2. Repayment of grants and subsidies	7





	Department of TREASURY AND FINANCE
August 2025 | Version 2.0
Page 14 of 14




[bookmark: _Toc204068742]Purpose
[bookmark: _Toc31719130][bookmark: _Toc78963431][bookmark: _Toc78963432][bookmark: _Toc40170605][bookmark: _Toc40182938][bookmark: _Toc41893804][bookmark: _Toc40170606][bookmark: _Toc40182939][bookmark: _Toc41893805][bookmark: _Toc40170607][bookmark: _Toc40182940][bookmark: _Toc41893806][bookmark: _Toc78963437][bookmark: _Toc40170613][bookmark: _Toc40182947][bookmark: _Toc41893813][bookmark: _Toc20293229][bookmark: _Toc20383495][bookmark: _Toc20403173][bookmark: _Toc20403306][bookmark: _Toc20471408][bookmark: _Toc20484509][bookmark: _Toc20484978][bookmark: _Toc20489974][bookmark: _Toc20746677][bookmark: _Toc20748961][bookmark: _Toc20750472][bookmark: _Toc32416330][bookmark: _Toc32416883][bookmark: _Toc32477518][bookmark: _Toc32496359][bookmark: _Toc32944603][bookmark: _Toc32416331][bookmark: _Toc32416884][bookmark: _Toc32477519][bookmark: _Toc32496360][bookmark: _Toc32944604][bookmark: _Toc32416332][bookmark: _Toc32416885][bookmark: _Toc32477520][bookmark: _Toc32496361][bookmark: _Toc32944605][bookmark: _Toc32416333][bookmark: _Toc32416886][bookmark: _Toc32477521][bookmark: _Toc32496362][bookmark: _Toc32944606][bookmark: _Toc32416334][bookmark: _Toc32416887][bookmark: _Toc32477522][bookmark: _Toc32496363][bookmark: _Toc32944607][bookmark: _Toc40170624][bookmark: _Toc40182958][bookmark: _Toc41893824][bookmark: _Toc32416339][bookmark: _Toc32416893][bookmark: _Toc32477528][bookmark: _Toc32496369][bookmark: _Toc32944613][bookmark: _Toc33002603]To provide guidance on how to account for grants and subsidies in accordance with the Treasurer’s Direction (TD) – Grants and subsidies expenses and relevant Australian accounting standard requirements. 
[bookmark: _Toc76737567][bookmark: _Toc204068743]Accounting for grants and subsidies
[bookmark: _Toc33002604][bookmark: _Toc204068744]Recognition of grants and subsidies
Grants and subsidies expenses are to be recognised as expense in the reporting period in which they are paid or payable.
Recognition of grants and subsidies expenses when payable
Where the terms of grants or subsidies have been satisfied during the reporting period but the full amount relevant to the period has not yet been disbursed, an agency must recognise an expense and a liability (payable) in respect of the present obligation at reporting date.
The following are examples of when a present obligation to make a grant payment may arise:
· on execution of the grant agreement
· when the recipient achieves milestones 
· when the recipient meets performance obligations
· on completion or staged completion of a capital project
· on specified payment dates.
A present obligation to make a subsidy payment generally arises when an agency determines that a funding recipient has met the eligibility criteria of the subsidy arrangement.
An agency should ensure appropriate monitoring procedures are in place to assist in determining when a present obligation to pay has arisen under a funding agreement.
Recognition of grants and subsidies expenses when paid
Grants and subsidies expenses are recorded in the reporting period in which they are paid. This applies even if there is still no present obligation at the time of making the payment.
Generally, when grants and subsidies are paid, the agency does not have the ability to control the economic resource and the economic benefits arising from the payment are provided to other parties and not directly or indirectly to the agency. Thus, the payment does not meet the definition and recognition criteria of an asset. 
For further information on definition and recognition criteria of assets, refer to TD – Non financial assets.
It is important to note that grant payments are expected to be made in accordance with the terms of the funding agreement. Where an agency intends to make payment before it is required to do so, an agency should assess the appropriateness of the payment against NT Government’s payment policies and consideration of budget capacity.
[bookmark: _Toc40170627][bookmark: _Toc40182961][bookmark: _Toc41893827][bookmark: _Toc40170628][bookmark: _Toc40182962][bookmark: _Toc41893828][bookmark: _Toc40170629][bookmark: _Toc40182963][bookmark: _Toc41893829][bookmark: _Toc40170630][bookmark: _Toc40182964][bookmark: _Toc41893830][bookmark: _Toc33002605][bookmark: _Toc204068745]Examples 
[bookmark: _Toc33002606][bookmark: _Toc204068746]Present obligation has arisen and is settled in current reporting period
Agency A confirms that a funding recipient has met an agreed funding milestone that requires Agency A to pay $100 000 to the funding recipient. Agency A expects payment to be made before the end of the current reporting period. Agency A recognises a grant expense on payment of the grant. 
Journal to recognise grant expense on payment of invoice:
	DR
	Current grants (411000)
	$100 000
	

	CR
	Cash at bank (811100)
	
	$100 000


[bookmark: _Toc32416344][bookmark: _Toc32416898][bookmark: _Toc32477533][bookmark: _Toc32496374][bookmark: _Toc32944618][bookmark: _Toc33002607][bookmark: _Toc204068747]Present obligation has arisen and is settled in future reporting period
Scenario 1
Agency A confirms that a funding recipient has met an agreed funding milestone that requires Agency A to pay a current grant of $100 000 to the funding recipient. Agency A is unable to process payment before the end of the current reporting period but has determined that a present obligation exists to the funding recipient. Agency A recognises a grant expense and a corresponding grant liability at the end of the reporting period. 
Journal to recognise grant expense and grant liability:
	DR
	Current grants (411000)
	$100 000
	

	CR
	Grant and subsidies payable (912200)
	
	$100 000


Once the grant payment is made and the present obligation is settled, the agency derecognises the grant liability.
Journal to derecognise grant liability:
	DR
	Grant and subsidies payable (912200)
	$100 000
	

	CR
	Cash at bank (811100)
	
	$100 000


Scenario 2
Agency A provides community service obligation (CSO) payments to Entity B to provide discounted services to a community. The amount of CSO funding ($120 000) is fixed and is agreed upon at the beginning of each financial year. In exchange, Entity B must make services available at a discounted rate to anyone in the community who meets predefined eligibility criteria. Agency A must make fixed monthly ($10 000) payments to Entity B as agreed.
Agency A is unable to process a payment before the end of the current reporting period to Entity B. Given Entity B has made services available at a discounted price to the community who meet eligibility criteria, Agency A recognises a CSO expense and a corresponding liability at the end of the reporting period. Once the CSO payment is made and the present obligation is settled, the agency derecognises the liability.
Journal to recognise CSO expense and liability:
	DR
	Community Service Obligations (414000)
	$10 000
	

	CR
	Grant and subsidies payable (912200)
	
	$10 000


[bookmark: _Toc33002608]Once the CSO payment is made and the present obligation is settled, the agency derecognises the liability.
Journal to derecognise subsidy liability:
	DR
	Grant and subsidies payable (912200)
	$10 000
	

	CR
	Cash at bank (811100)
	
	$10 000


[bookmark: _Toc204068748]Present obligation has arisen and cannot be reliably measured
Agency A provides CSO payments to Entity B to provide services to the community at discounted prices. The CSO payments cover Entity B for the difference between the discounted prices and what would be commercially charged in an open market. 
At the end of the first month, Entity B has provided discounted services to the community. Agency A notes that it has a present obligation to pay Entity B but is unable to reliably measure this obligation. As a result, Agency A does not recognise an expense or liability for the community service obligation payments.
In a subsequent month, Agency A receives an invoice of $100 000 from Entity B for services provided to the community at a discounted price. Agency A has previously noted it has a present obligation to pay Entity B and can now reliably measure this obligation. Agency A recognises a subsidy expense on payment of the invoice or subsidy liability if the invoice remains unpaid at the end of the current reporting period.
Journal to recognise subsidy expense on payment of invoice:
	DR
	Community Service Obligations (414000)
	$100 000
	

	CR
	Cash at bank (811100)
	
	$100 000


Where invoice remains unpaid at the end of the reporting period, a subsidy liability and corresponding subsidy expense is recognised.
Journal to recognise subsidy expense and subsidy liability:
	DR
	Community Service Obligations (414000)
	$100 000
	

	CR
	Grant and subsidies payable (912200)
	
	$100 000


[bookmark: _Toc29987089][bookmark: _Toc26188786][bookmark: _Toc26188814][bookmark: _Toc26190225][bookmark: _Toc26195267][bookmark: _Toc33002609]Once the subsidy payment is made and the present obligation is settled, the agency derecognises the subsidy liability.
Journal to derecognise subsidy liability:
	DR
	Grant and subsidies payable (912200)
	$100 000
	

	CR
	Cash at bank (811000)
	
	$100 000


[bookmark: _Toc204068749]Payment made before present obligation has arisen
Agency A provides a current grant to Entity B to expand the capacity of Entity B’s apprenticeship training program. The agreement requires Agency A to pay Entity B a total grant of $12 000, with payments of $1 000 required at the end of each month after signing of the agreement.
At the end of the first month, Agency A is required to pay $1 000 to Entity B. Instead, Agency A pays $3 000 to Entity B to cover the payment requirements for the first quarter. 
Agency A recognises a grant expense instead of prepaid expense there is no future economic benefits that are expected to flow to the agency arising from the payment.
Journal to recognise grant expense:
	DR
	Current grants (411000)
	$3 000
	

	CR
	Cash at bank (811100)
	
	$3 000


[bookmark: _Toc40170636][bookmark: _Toc40182970][bookmark: _Toc41893836][bookmark: _Toc40170637][bookmark: _Toc40182971][bookmark: _Toc41893837][bookmark: _Toc204068750]Capital grant – non cash
Agency A owns a building with a net book value of $800 000 (cost of $1 000 000 and accumulated depreciation of $200 000). Agency A will transfer ownership of the building to Entity B for no consideration. Agency A places restrictions on the use of the building including that Entity B must use the building for the delivery of specified services to the community.
On transfer of the building to Entity B, Agency A derecognises the building from its financial statements and recognises a corresponding grant expense.
Journal to derecognise building and recognise grant expense:
	DR
	Capital grant expense – non cash (412700)
	$800 000
	

	CR 
	Buildings – transfers out (842140)
	
	$1 000 000

	DR 
	Accumulated depreciation – building transfers (842230)
	$200 000
	


[bookmark: _Toc32477537][bookmark: _Toc32496378][bookmark: _Toc32944622][bookmark: _Toc33002610][bookmark: _Toc204068751]Repayment of grants and subsidies
Situations may arise where the recipient of a grant or subsidy fails to meet certain terms and conditions attached to a grant or subsidy, and some or all the grant or subsidy is required to be repaid. In these cases, an agency recognises the amount repaid or due to be repaid as:
· a credit offset to grants and subsidies expenses where the substance of the transaction is that of a repayment of a grant or subsidy expense previously recognised within the same financial year 
· or a miscellaneous income for all other repayments.
If it is clear that a grant or subsidy recipient will be required to repay some or all of the grant or subsidy in the future, a receivable may be recorded subject to meeting the recognition criteria in accordance with Australian accounting standards. An asset is recognised when:
· it is probable that the future economic benefits will flow to the agency 
· the asset has a cost or value that can be measured reliably.
Where the asset recognition criteria is not met, an agency will recognise the repayment when cash is received.
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