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Abstract

Local public enterprises have an important responsibility to provide social capital to residents. The
public enterprises in Japan are facing serious management tasks such as lowering toll revenues due to
the declining birthrate and aging population and increasing renewal of aging facilities. The local public
enterprise accounting standards have changed significantly since 2014 in order to increase
transparency.

The purpose of this paper is to clarify the impact and problems of the change in the accounting
standards with analysis the financial statements of sewerage enterprise in ordinance-designated cities.
The accounting standards allow the enterprise to recognize deferred credit as liabilities when they
acquire government grants for asset acquisition. We conclude that there is no present obligation and
thus no liabilities on the deferred credit. We also found that its volumes were excessively large and it
had dangerous possibility to mislead users of the financial statements.

Furthermore, we conclude that it is probable that net income does not function as a management

indicator due to offsetting the depreciation and the deferred credit.
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