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Providing (legal) documents

Recording and following changes in the entity

Assist managerial decisions

Provide information to, and protect the interests of users 
(stakeholders) on LOCAL and GLOBAL level
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Regulation on accounting

Europe

by Directives

2013/34/EU on 
annual accounts

and on 
consolidation

2006/43/EK  on 
statutory audit 

by IAS‐IFRS 

system

Hungary

by law: Act 2000. 

C. on Accounting
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to provide information about

 the financial position, 

 financial performance, and 

 cash flows of an entity

that is useful to a wide range of users in making economic decisions. 

To meet that objective, financial statements provide information about an entity's: 

 assets

 liabilities

 equity

 income and expenses, including gains and losses

 contributions by and distributions to owners (in their capacity as owners)

 cash flows.

That information, along with other information in the notes, assists users of financial
statements in predicting the entity's future cash flows and, in particular, their timing
and certainty.

8

A complete set of financial statements includes:

1. a statement of financial position (balance sheet) at the end of the period

2. a statement of profit or loss and other comprehensive income for the
period (presented as a single statement, or by presenting the profit or loss
section in a separate statement of profit or loss, immediately followed by
a statement presenting comprehensive income beginning with profit or
loss)

3. a statement of changes in equity for the period

4. a statement of cash flows for the period

5. notes, comprising a summary of significant accounting policies and other
explanatory notes comparative information prescribed by the standard.

 All financial statements are required to be presented with equal prominence. 

 Reports that are presented outside of the financial statements – including
financial reviews by management, environmental reports, and value added
statements – are outside the scope of IFRSs.

9

IAS 1 requires an entity to clearly identify: 

 the financial statements, which must be distinguished from other
information in a published document

 each financial statement and the notes to the financial statements.

In addition, the following information must be displayed prominently, and 
repeated as necessary:

 the name of the reporting entity and any change in the name

 whether the financial statements are a group of entities or an individual
entity

 information about the reporting period

 the presentation currency

 the level of rounding used (e.g. thousands, millions).

10

There is a presumption that financial statements
will be prepared at least annually. 

 If the annual reporting period changes and financial
statements are prepared for a different period, the
entity must 
disclose the reason for the change and 
 state that amounts are not entirely comparable.
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Assets

Owners’ equity

Liabilities

15

(a) property, plant and equipment

(b) investment property

(c) intangible assets

(d) financial assets (excluding amounts
shown under (e), (h), and (i))

(e) investments accounted for using
the equity method

(f) biological assets

(g) inventories

(h) trade and other receivables

(i) cash and cash equivalents

(j) assets held for sale

(k) trade and other payables

(l) provisions

(m) financial liabilities (excluding
amounts shown under (k) and (l))

(n) current tax liabilities and current
tax assets, as defined in IAS 12

(o) deferred tax liabilities and 
deferred tax assets, as defined in IAS 12

(p) liabilities included in disposal
groups

(q) non-controlling interests, presented
within equity

(r) issued capital and reserves
attributable to owners of the parent.

16

 Additional line items, headings and subtotals may be needed to
fairly present the entity's financial position. [IAS 1.55]

Format of statement

 IAS 1 does not prescribe the format of the statement of financial
position. 

 Assets can be presented current then non-current, or vice versa, 
and liabilities and equity can be presented current then non-
current then equity, or vice versa. 

17 18
 Assets =  Liabilities
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Assets

A. Non-current assets
I. Intangible assets
II. Tangible assets
III. Financial assets

B. Current assets
I. Inventories

a. Commodities +1.000€
II. Receivables
III. Securities
IV. Cash

a. Cash at hand -1.000€

Liabilities

B. Long term liabilities
I. Long term bank loans
II. Debentures

C. Short term liabilities
I. Trade payables
II. Salaries
III. Taxes 

Owners’ equity
A. Owners’ equity

I. Share capital
II. Share premiums
III. Reserves/retained 

earnings

36
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Assets

A. Non-current assets
I. Intangible assets
II. Tangible assets
III. Financial assets

B. Current assets
I. Inventories

a. Commodities +1.000€
II. Receivables
III. Securities
IV. Cash

Liabilities

B. Long term liabilities
I. Long term bank loans
II. Debentures

C. Short term liabilities
I. Trade payables +1.000€
II. Salaries
III. Taxes 

Owners’ equity
A. Owners’ equity

I. Share capital
II. Share premiums
III. Reserves/retained 

earnings

38

39

Assets

A. Non-current assets
I. Intangible assets
II. Tangible assets
III. Financial assets

B. Current assets
I. Inventories

a. Commodities +1.000€
II. Receivables
III. Securities
IV. Cash

Liabilities

B. Long term liabilities
I. Long term bank loans
II. Debentures

C. Short term liabilities
I. Trade payables
II. Salaries
III. Taxes 

Owners’ equity
A. Owners’ equity

I. Share capital +1.000€
II. Share premiums
III. Reserves/retained earnings

40
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recognize revenue and expense

accrual basis 

when they occur

cash basis 

when cash is

received and disbursed

45 46

Expenses

A. Operating expenses
I. Cost of raw materials and 

energy consumed
II. Cost of goods sold
III. Wages & social contributions
IV. Depreciation & impairment
V. Others (taxes, charges)

B. Financial expenses
I. Interests paid
II. Impairment of financial 

assets

Income

A. Operating income
I. Sales (turnover)
II. Change in internally 

generated inventories
III. Capitalized value of 

assets
B. Financial income

I. Dividends received
II. Income from sale of 

shares
III. Interests received

Net income (profit or loss for the financial year)

Concepts of profit or loss and comprehensive income

 Profit or loss is defined as
 the total of income less expenses, excluding the components of other

comprehensive income".

 Other comprehensive income is defined as
 comprising "items of income and expense (including reclassification

adjustments) that are not recognised in profit or loss as required or permitted by
other IFRSs".

 Total comprehensive income is defined as
 "the change in equity during a period resulting from transactions and other

events, other than those changes resulting from transactions with owners in their
capacity as owners".

47

Comprehensive income
for the period

= Profit
or loss

+ Other
comprehensive income

Minimum line items must be presented in the profit or loss section:

 revenue

 gains and losses from the derecognition of financial assets measured at
amortised cost

 finance costs

 share of the profit or loss of associates and joint ventures accounted for
using the equity method

 certain gains or losses associated with the reclassification of financial assets

 tax expense

 a single amount for the total of discontinued items

Expenses recognised in profit or loss should be analysed either by nature (raw
materials, staffing costs, depreciation, etc.) or by function (cost of sales, 
selling, administrative, etc). 

Items cannot be presented as 'extraordinary items' in the financial statements
or in the notes. 48
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The other comprehensive income section is 
required to present line items which are classified
by their nature, and grouped between those items
that will or will not be reclassified to profit and 
loss in subsequent periods.

49 50

ASSETS = LIABILITIES + EQUITY

RETAINED EARNINGS +
SHARE CAPITAL

RETAINED EARNINGS

REVENUES – EXPENSES

EQUITY

OPENING RETAINED 
EARNINGS + NET INCOME 

- DIVIDENDS

NET INCOME 

•Dividends are a distribution of the after-tax profits of a business to the shareholders 
(owners)

•Dividends reduce the equity in the business

51 52

53

Assets

A. Non-current assets
I. Intangible assets
II. Tangible assets
III. Financial assets

B. Current assets
I. Inventories

a. Commodities -650€
II. Receivables
III. Securities

Liabilities
B. Long term liabilities

I. Long term bank loans
II. Debentures

C. Short term liabilities
I. Trade payables
II. Salaries
III. Taxes 

Owners’ equity
A. Owners’ equity

I. Share capital
II. Share premiums
III. Reserves
IV. Retained earnings (Net 

income) +1.000€-650€

54

Expenses

A. Operating expenses
I. Cost of raw materials and 

energy consumed
II. Cost of goods sold +650€
III. Wages & social 

contributions
IV. Depreciation & impairment
V. Others (taxes, charges)

B. Financial expenses
I. Interests paid
II. Impairment of financial 

assets

Income

A. Operating income
I. Sales (turnover) +1.000€
II. Change in internally 

generated inventories
III. Capitalized value of assets

B. Financial income
I. Dividends received
II. Income from sale of shares
III. Interests received

Net income (profit or loss for the financial year) +350€ (profit)
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 IAS 7 Statement of Cash Flows.

 The objective: the presentation of information about the historical 
changes in cash and cash equivalents of an entity by means of a 
statement of cash flows, which classifies cash flows during the period 
according to 
1. operating, 
2. investing, and 
3. financing activities.

 The statement of cash flows analyses changes in cash and cash 
equivalents during a period. 

 Cash and cash equivalents comprise 
 cash on hand and 
 demand deposits, together with 
 short-term, highly liquid investments that are readily convertible to a 

known amount of cash, and that are subject to an insignificant risk of 
changes in value. 

55

The statement must show:

 total comprehensive income for the period, showing separately
amounts attributable
 to owners of the parent and 

 to non-controlling interests

 the effects of any retrospective application of accounting policies or
restatements made, separately for each component of other
comprehensive income

 reconciliations between the carrying amounts at the beginning and 
the end of the period for each component of equity, separately
disclosing:
 profit or loss
 other comprehensive income
 transactions with owners, showing separately
 contributions by and 

 distributions to owners and 

 changes in ownership interests in subsidiaries that do not result in a loss of control.
56

57

The notes must:

 present information about the basis of preparation of the
financial statements and the specific accounting policies used

 disclose any information required by IFRSs that is not presented
elsewhere in the financial statements and

 provide additional information that is not presented elsewhere in
the financial statements but is relevant to an understanding of 
any of them

Notes are presented in a systematic manner and cross-referenced
from the face of the financial statements to the relevant note.

58

IAS 1. suggests that the notes should normally be presented in the following
order:

 a statement of compliance with IFRSs

 a summary of significant accounting policies applied, including: 
 the measurement basis (or bases) used in preparing the financial statements
 the other accounting policies used that are relevant to an understanding of 

the financial statements

 supporting information for items presented on the face of the statement of
financial position (balance sheet), statement(s) of profit or loss and other
comprehensive income, statement of changes in equity and statement of cash 
flows, in the order in which each statement and each line item is presented

 other disclosures, including:
 contingent liabilities and unrecognised contractual commitments

 non-financial disclosures, such as the entity's financial risk management 
objectives and policies. 
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