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ACCOUNTING BASICS

1. INTRODUCTION

1.1 OBJECTIVES, COMPETENCES AND CONDITIONS OF THE
VALIDATION OF THE SUBJECT

1.1.1 Objective

When | meet unknown people and they inquire me about my job, they
always feel pity for me when | tell them that | teach accounting. They also
ask me in disbel i dsfthere @nybody who is able to learn it and who
likes it?0

My dear student, yes, there is, believe me. And the next one can be
you.

If you traverse the curriculum step by step with me, if you comprehend
the correlations, if you practice what you have learnt with the help of the
tests and the exercises, you will certainly understand the role of
accounting and you will manage its content, and what is the most
important for you: you will know how to collaborate seamlessly with the
economic experts whose main work area revolves around accounting
tasks.

However, | must call your attention to one important thing. This
curriculum will provide you a complete and comprehensive basic
knowledge of accounting, but you will be able to comprehend the logic
and the correlations of the curriculum only if you follow the learning order
chapter by chapter.

Within the frameworks of the course, my aim is to present the place
and the role of accountancy in the international and the domestic
economy, since this is the basis for the validation of the subject. You
have to see the purpose and the philosophy of the Accountancy Act, the
fundamental accounting principles and you are supposed to understand
the need for having an accounting policy and to interpret its contents.

For learning, it is necessary to review the concepts of book-keeping
and accounting, since vocational reputation is not to be gained without
expertise. The condition of this is the correct usage of the concepts. You
must be familiar with the entrepreneurial property structure, with the
balance sheet and the inventory pertaining to it, as well as the
correlations and the dissimilarities between them.

When speaking of accounting, almost everyone talks about the use of
"gallows trees", i.e. the T-shape ledger accounts, but based on the
curriculum you will understand that they are in fact only economic events,
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which are recorded in a very simple and logical way, and the "gallows
tree" is only a tool, which can be even simple paper-based records.

When stating the income, | want you to comprehend the content and
the correlations of the sales turnover, revenue, cost, and expense. In
particular, it is important to see the difference between revenue and
income.

For the tasks ahead of you, it is assumed that you are sure to apply
the possibilities and the application of the evaluation procedures laid
down by law.

You have to acquire knowledge progressing step by step. Whenever
you feel that something is not clear, you had better go back. And do not
forget: doing the given exercises serves dual purpose. On the one hand,
they help you understand the concepts and the correlations more
accurately; on the other hand, they intensify your knowledge and allow to
amplify the conservation of your knowledge.

1.1.2 Competences

Some of the professional competences will help your work
significantly. | think the following are the really important ones:

I Ability to interpret the parts and the content of reports. Doing this,
you will be able to assess at basic level your own business,
enterprise, and what may be of the same importance, the partner
companies. This latter may help in preventing future problems,
because you will not choose a partner which ab ovo may put you
in a difficult situation.

i Being familiar with and able to apply the rules that in everyday life
are necessary to comply with the requirements of the
Accountancy Act, and to ensure the smooth transaction of
accounting processes. If you understand why it is important to do
something, it is more probable that you will do it well.

I Based on what you learn during this course, you can see a little
further as well, because you will understand the practical
principles of the operation of integrated ERP systems, you will be
able to support the processes more efficiently, and you can be
involved more effectively in supporting the electronic data
processing.

12
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| would also like to highlight some determining elements of
attitude:

If you go through and observe the rules for learning you will
understand the need to comply with the rules in order to be able to work
with the economic experts who are responsible for the cash-clearing
operations and the reports, and this is an essential requirement for all
economic operators.

As a income of learning, you will be open, within a workplace
environment and outside, to the development and the transfer of the
economic approach and methods related to your qualifications and
charges, and to the organisation your work is connected to.

What you learn here will assist you to accept and abide the work
and organisational culture, the ethical principles, the policies and the
rules and regulations of the workplace, and will make you committed to
the support of the accountancy processes matching your job to achieve
quality work. This may also help the integrated teamwork within the
enterprise.

You will be able to judge critically with the intention of
enhancement your own work and the professional activity going on in
your environment.

And finally, | hope you will understand why it is important and
why one should strive to achieve life-long learning, both individually
and in a workplace environment, in order to ensure that o n e kin@vledge
and work be updated and current.

1.1.3 Conditions of the validation of the subject

The student can obtain the final assessment mark for this course
based on two tests, in which the theory practice ratio is 30-70 %, and the
lowest performance which is accepted is 51 %.

We check your knowledge of the theoretical material related to the
subject in the form of a test. 30 minutes are available for 60 test
guestions. The response given to the questions cannot be altered during
the exam. These test questions can be found at the end of each chapter,
and may be exercised up to the expected level.

If the income of the theoretical part does not reach 50 %, i.e. 30
points, this part of the test is to be repeated.

The practical exercise can also be exercised or made in an interactive
way.

A balance sheet, a profit-and-loss statement shall be drawn up,
accounting items should be designated, and evaluation exercises should
be resolved in accordance with the practical examples.

13
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The sample exercises will greatly facilitate the writing of the test, but in
compliance with the algorithm, the exercise must always be done with
different components.

This partial income should also reach 51 %, i.e. 35 points. If the
income is below this level, the examination is to be repeated.

With the help of the evaluation solutions, you will be able to state cost
values and values to be reported in the balance sheet, to interpret the
value changes, and to interpret the content of the balance sheet, that of
the profit-and-loss statement.

You will not become a veritable posting accountant, but you will
understand the fundamental correlations of accounting, the essence of
the four-statement-line accounting theory, which serves as the base of
accounting, but what is more important, you may become a committed
colleague to the accounting professionals.

Please, remember that you are not allowed to repeat the partial
performances within 7 days, because so much time is needed at
least to fill the gaps in your knowledge.

1.2 COURSE CONTENT (1-15) (CORE MATERIAL 2-13)

The core curriculum consists of five modules, but each of them
contains more than one lesson. In the traditional approach, a complete
curriculum related to a subject consists of 12 lessons. For the subject of
Accounting basics your learning plan should be drawn up on the basis of
the following.

Module 1: Introduction to domestic and international accountancy

Number The key concept of the lesson:
of the
lesson

1) The management, the essential management
Lesson 2 L

processes of organisations

2) The concept of accounting, its basics and functions

3) An overview of the international accounting rules

1) The scope and the structure of the Accountancy Act
Lesson 3

2) The named and the non-named accounting

principles

14
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Module 2: The role of the Accountancy Act and its function in the
Regulations, and the subdivisions of accountancy

Number of
the lesson

The key concept of the lesson:

Lesson 4

1) The role and the content of the accounting policy

2) The divisions of accounting. The subdivisions and

the components of financial and management

accounting.

Module 3: The legal standards of book-keeping and reporting

Number of The key concept of the lesson:
the lesson
1) Book-keeping and reporting
Lesson 5 2) Book-keeping
3) Audit, deposit and disclosure
Lesson 6 | 1) Book-keeping and reporting obligation
2) Forms of the report
Lesson 7 1) Accounting documents
2) Periods and dates set by the Accountancy Act

Module 4: Company assets, assets evaluation

Number The key concept of the lesson:
of the
lesson
1) Company assets (fixed assets, current assets, own
Lesson 8

and foreign ressources).

2) Assets inventory

3) The concept of the inventory and that of the balance

15
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sheet, their main features, types and structure

Lesson 9 | 1) Balance sheet item evaluation
2) Value modifying items

Module 5:The uniform account chart and the account system
Cost-systematising and cost-booking
Role, content and draw-up of the profit-and-loss
statement

Number of The key concept of the lesson:
the lesson

1) The costs
Lesson 10 2) The revenue
3) Income statement

Module 6: Accounting basics, the four-statement-line accounting
theory.
Basic and complex economic events

Number of The key concept of the lesson:
the lesson

1) Book-keeping accounts.
Lesson 11 | 2) Double-entry accounting

3) Accounting the book-keeping accounts

4) Accounting close

5) The uniform account chart and account system
1) Economic events

Lesson 12 | 2) Basic economic events

3) Complex economic events

16
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2 U
Introduction

Final exa- |
mination

Subject
(course)

. Content
summary

1. Figure Mind map

1.3 LEARNING TIPS, INFORMATION

Everyone has a specific learning method. There are some people who
swear that if they put the book under their pillow in the evening, they will
know everything the next day...

This method will not work for us, so | must draw your attention to other
clever things. First of all, | would like to ask you the most essential thing:
please, give a chance to a quick and successful learning!

| admit that the beginning was very difficult for me too, as | started to
learn the accounting with lots of prejudice (and not little disgust).

It will not work!

You must be able to accept and learn the basics which are necessary
for your work.

17
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Believe in yourself i and a little bit in me, too 1 that you will be able to
make it. Otherwise, the chances are minimal.

If all this is done, you must accept that the terminology consists of
terms that cannot be used at random. You need to learn them in order to
use them in the right place.

In accountancy the most evil is that we must be very precise to say
what we want to say, so that others can understand it as it serves our
goals.

A typical example is that we confuse the concepts cost and
expenditure.

Qv
!%A 'f)
N\ W
& Let us look a little bit ahead, but | hope you can follow me. |
get the income by extracting the costs and expenses from the revenue.
So, all costs will reduce the income of the enterprise, but if | give some
money from the cash to the purchaser, it is not cost, but only expense, so
it will not affect the income. What it will be at the end, will be determined
later depending on what happens to it. It may be nothing if it is returned
because he could not buy what he drew it for, or it may become cost,
indeed, because he bought, for example, sugar, tea and lemon for the
workers working at 110 C e . Thtleeds clearly means that my income
will be less.

My aim with this simple example was to make you understand that the
concepts used tin accounting can neverbeiappr oxi matle o

You will need your patience and your accuracy. First, read the course
material, several times if you have to. Try to remember the concepts. Do
not leave any blurry spots, do not go on without understanding the real
meaning of all the words. If you are not sure to understand an
expression, look it up in the curriculum, or on the Internet, but browse
only reliable sites.

With the tests, check if you really know what you have learnt. Do not
go any further until you have a question that you just guessed and you
are not sure of your job. Luck is needed in Life but in a decisive situation
it does not come usually.

In the chapters which contain practical exercises, | shall first do and
explain the examples, highlighting the problems, cases, which are
emphasised, specific, or the general rules do not apply to them.

After that you are supposed to be able to do the exercises alone.
Should you not manage, go back to the solution of the sample exercise,

18
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and letus startitatt he beginningé if you go
you will be able to do it alone.

The time demand of the course is about 150 hours (!!!) by individual
learning (which must seem daunting). This is, of course, variable,
depending on individuals, whether they have knowledge from pilot
studies, depending on the work area he/she is working in, or previously
worked in, and this, of course, also affected by the individual interest. If
you consider that it is difficult to master the course content by individual
learning, it is essential to take advantage of the consultation opportunity,
as well as to ask other students for assistance.

Joint learning is a very effective method! If you can, come
together, and the learning and testing each other may become a
pleasant activity.

Lesson 15 contains all the tests of the entire material and the
exercises to be solved.

| shill use the following icons to help us in our work.

L This will indicate my personal explanations.

>
A
®) @
- According to my experience, for a specific problem almost
always the same questions were asked by my students. If you asked the

same question, you will find the answer to it, if you click on the icon.

@ When you see this icon, you will find there an exercise there,
and | hope we can continue on together.

19
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©

—~

W After this whiz kid, you will always find an extremely
important note.

So, let us hop to it!
Have enough self-confidence, perseverance and patience.

The income will not delay!

20
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2.

INTRODUCTION TO DOMESTIC AND INTERNATIONAL
ACCOUNTANCY

2.1 OBJECTIVES AND COMPETENCES

The aim of this lesson is that:

you understand the basic processes of the economic systems,
interpreted in a system approach

you find and accept where the place of accountancy is,

you understand which are the essential processes of the
economic organisations,

you see that management of economic processes is
inconceivable without the support of the accounting processes.

It is also important to me, that in addition to all these:

you understand the principles governing accounting processes
who are concerned in them

the subdivisions of accounting

you see the development of the international accounting rules
you can place each trend,

you can accept statet oday 6 s eafnforusatiors f or

Time demand in this case, | think 8 h o u misirium! L Not because
of the memorisation, but so that you understand the correlations
thoroughly.

Key expressions (maybe, which are to be revised on the basis of your
previous studies!):

production, manufacture, service,
human resource management,
marketing and sales,

finance and accounting

real flows

information processes
management processes
"external" users

"internal” users

management accounting

21
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IAS

IFRS

US GAAP

accounting harmonisation
international accounting systems

Here is the idea map of Lesson 2:

ACCOUNTANCY BASICS

2. Figure
2.2 MANAGEMENT, THE ESSENTIAL PROCESSES OF ECONOMIC
ORGANISATIONS

Before we start proper work, | would like you to understand what the
role and place of accounting are in general, you will be able to feel closer
to the discipline thereby.

22
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The creation of economic organisations are determined by a number
of factors. Let us have a look at from where and how a business can
start! Look at a sketch for starting 1 if not about the foundation of the
Microsoft but about a current theoretical practice.

Future millionaires in fact have been created a business, which is also
an economic organisation or system.

2.2.1 Economic system

An economic system is a system, the activity of which is carried out
in the sphere of material production; the available material and personal
assets are limited, but they constitute an organised unit in a specific
environment; the system is capable of setting objectives and of the
implementation of actions | favour of the objectives.

The young people in the video sketch have undertaken to offer
bicycles for rent and to repair them, i.e. to provide services. When doing
this, someone need to be there to give out the bicycles, someone is to
advertise the service on the internet, someone isto d o tphperwdiko
and to watch that the accounts be all right, so the specific job shall be
divided between them.

Based on this, we can accept that the operation of economic
organisations are determined by four main functions:

production, manufacture, service,
human resource management,
marketing and sales,

1
1
1
1  finance and accounting.

The basic objective of economic systems complies with the main
functions:

i Production, supply and distribution of products, produce and
services that they can realise profit thereby.

I In order to realise profit the product, produce and service must be
provided. The task of marketing is to find and exploit sales and
market channels.

i Economic systems carry out their activity managing their
resources and assets, which are to be accounted for and
presented in the framework of financial, Accountancy Activities
in compliance with law.

23
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i Nowadays, an essential condition of the competitiveness is the
well-structured employment, the motivation of the employees,
their professional development, in other terms, the human
resource management.

Within an economic system, real flows, i.e. physical or economic
processes and management processes take place. Both are
accompanied by and also bound together with the information process.

Going further, a general model of operation can be set up.

2.2.2 The operation of economic organisations

You can see the general model of the operation of an economic
organisation engaged in a production activity.

REGULATORY and ORAGNISATIONAL ENVIRONMENT
MANAGEMENT FUNCTIONS AND TASKS

RESOURCE MATERIAL NON-MATERIAL

3. Figure: The general model of the operation of an economic
organisation engaged ia production activity

a Please, note in the figure that the real flows are accompanied by
financial and value processes.

24
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The tasks may be carried out by a wide range of organisational units.
A large company, for example, is divided into divisions or departments,
while in a one-person enterprise the owner performs these tasks.

In conclusion, it can be concluded of the economic systems:

I An economic system is the organised group of persons and
assets.

I An economic system carries out an activity, which determines its
position in the social work division. When setting their goals and
operating, they are to take heed of their environment as well.

I An economic system is also capable of setting objectives and of
the implementation thereof. This implies that the activities of
economic systems can be classified in two groups.

i Their objective-setting activity includes the definition of tasks
and performance conditions, as well as analyses related to
them.

i By their executive activity, we mean providing the conditions
of carrying out the tasks, the organisation of their
implementation, and the concrete execution of the tasks, i.e.
the implementation.

The enterprise-organisation model can be simplified and be applied
generally. In the simplified model, the position of the information system
within the economic system may be made clearer.

The general model of the types 3
of processes in an economic system =

~

Management processes
(Management subsystems)

Informational processes

(IT subsystems)

Real flows
(physical subsystems)

4. Figure

It is evident that the three basic system lines cannot spare the
registration and Accountancy Activity, that is, the accounting processes
that affect the basic processes in a complex way. Accounting is
essentially an accounting and information system, which registers

25
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the changes of assets as a income of real flows, the information
technology system carries out the data processing and meets the
decision-support need of the management processes.

Qv
(%- 'f)
Ny W
¢ In the video, the enthusiasm of the young people, the
guestion of "how to go on?" suggests many tasks; and the foundation of
an enterprise entails certain legal, taxation and other registration tasks.

From the list of the tasks only one area will be important for us:
the accounting.

Pl

2.3 THE CONCEPT OF ACCOUNTING, ITS ESSENCE AND FUNCTIONS

Accounting is not a simple task. Each party in the economy must
follow the same principles in order to ensure that the accounting, the
control and the information service be comprehensible and easy to follow
to everyone. This function is ensured by the Accountancy Act, so it
achieves the use of a uniformed vocabulary.

2.3.1 Purpose of the Accountancy Act

Basically, it regulates the accounting of processes and the data
disclosure associated with it. The purpose of the Accountancy Act is to
provide accounting rules, which allow having a reliable and real view of
the property, the financial position, the profits, the income-generating
capacity and the incomes of the activities of all those covered by law, for
the benefit of the owners, managers, creditors, investors, tax authorities
and government authorities.

C The Accountancy Act, in accordance with international
practice, includes the reporting, book-keeping principles
and rules to be applied, the publication or disclosure rules,
as well as the audit rules and requirements.

In the application of the accounting principles and requirements of the
Accountancy Act, the computerised accounting systems got a significant
role via the operation of the ERP systems. The expanding memory
capacity, the new processors i which mainly incomeed in an increase of
speed T allowed a significant quality increase in the accounting and
management jobs.

The decentralisation of the management system and the expansion
of the market economy incomeed in the transfer of the planning
emphasis onto the economic systems.

26
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The computing support provided the up-dating of the information, their
comprehensi veness, and thereby the | eade
futur ed hmaeabdanore high.

This demand has brought into existence the management information
systems, for the establishment of which the most important aspect is to
create a database, which reflects real events, and that this database
should be available on a single set of principles at each level of the
management.

The development, however, has also brought additional requirements
with itself.

2.3.2 The users of the accounting information

From 1992, in accordance with the international practice and the
needs of the market economy, the content and form of meeting the
information demand of the fi e x t eanchtlelid nt er n hdvedbeans er s
separated in the economic systems.

The fexternald users may have the needed information from the
obligatory content reports regulated by law. These reports are associated
with book-keeping also under legislation.

T h eextdinalo circle of users includes investors, potential investors,
customers, suppliers, creditors, the tax authorities, the government
authorities, etc.

The need for information of managers is much more complex, and
more extensive than the needs of the external claimants.

The finternald users may create their demand of information and the
book-keeping related to it in accordance with their own needs. The
finternaldcircle consists of owners, executive managers, the members of
the Supervisory Committee, the leaders on various levels of each
organisational unit, the representatives of the employees, etc.

Concerning the details of the information various requirements arise.

2.3.3 The subsystems of the accounting information system

In accordance with the general international practice, the accounting
information system, or rather its provision of information, has been
divided into financial accounting and management accounting, but
the progress has not stopped there environmental accounting is
spreading.

The primary responsibility the financial accounting is to record
assets changes and the prepare reports.
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The primary responsibility of the management accounting is to
ensure the necessary information for managers and the management,
which are

absolutely essential in order to

to keep record of the expenditure of the economic system,
to control and to manage the processes and the activities,

I to support the planning.

In the next stage of the development of the accounting processes,
environmental protection has also come into view. In the companieso
accounting system, a substantial part of the expenses are posted among
the gener al costs related to the
subdivided and allocated to products or services, but they are stated
without any break-down. A major part of the environmental costs are
usually posted among these non-allocated costs. Because of the lack of
an appropriate accounting system this is often not realised, or may not be
properly allocated to the products or processes, the income of which is
that the decisions related to the products, services or whole businesses
will not be correct.

Environmental accounting is intended to provide a precise picture of
the financial aspects of the companyd s a c telatedi toy the
environmental protection. This may include the identification of items of
the expenditure and income, the exploration of the environmental
aspects of investment decisions, and the analysis of other financial data
related to the environmental performance of the companies in the course
of decision-making.

2.4 AN OVERVIEW OF THE INTERNATIONAL ACCOUNTING RULES

¢ I would also like you to understand why the current content
of the domestic rules is important. For this, the development, the content
and the role of the international rules must be reviewed.

2.4.1 The need for an international accounting regulation

As a income of the fast capital flow which characterises our economic
life today and the expansion of corporate relations, national frontiers are
losing their importance. The multinational companies are present all over
the world, and through stock exchanges of the world, more and more
capital is waiting for more and more complex investment opportunities.
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The process itself is the globalisation, among the effects of which we
must highlight the following:

T Quick capital flows,

Corporate relations widened,

National borders may be crossed at any time,

Thecompaniesb need for capital keep

Multiple investment opportunities.

Under different regulations, the development of the accounting
processes incomeed in a different practice in each country. The applied
methods and models developed and changed according to what the
essential preferences were, how developed the economy was, what
growth stage the countries were in, and what law was applied.

Enterprises have to present reports based on different principles and
with different content about their units operating in different countries, so
it is difficult to compare their performance for the owners, the investors,
the authorities, and other decision-makers.

These synergetic effects have asserted and have been asserting the
need for a uniform system, which enables those who are planning to start
a business or to invest in a business in various countries to compare their
performances. The most effective performance meter communication
tool i despite its shortcomings 7 is accounting, the harmonisation of
which has become a global endeavour for these obvious reasons.

Currently, the effect of three main accounting systems shall prevail in
the accounting regulation.

In addition to the specific national accounting rules, mainly the United
States of America have determined the rules in accordance with the US
GAAP, and the EU, the financial rules in accordance with the legislation
of the European Union, the IAS, the international accounting standards
and their interpretations, the IFRS and the SIC.

In a spirit of the unification fight, the national accounting rules are
being push in the background and losing of their importance, since the
IFRS replaces the national rules. An example of this:

] In Canada, the Canadian National accounting rules have been
abolished in 2011, and they were replaced by the IFRS.

i From 2007, the listed companies in China have been applying
compulsorily the IFRS.

i In Japan, all nonconformity between the Japanese national
accounting rules and the IFRS has been eliminated.
The accounting regulatory systems interpret the accounting and
reporting tasks more or less in a different manner.
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2.4.2 The development of the international accounting rules

& The International Accounting Standards Committee (IASC)
was established in 1973 to create the rules of the IAS.

The IASC has been transformed in 2001; in March 2001, a non-profit
organisation, the IASC foundation was created. Its main task was the
supervision of the International Accounting Standards Board (IASB). The
IASB is to make the standards drawn up from the accounting practices
each of the country accepted and to promote the application thereof. The
IASB endeavoured to make its own standards accepted as the official
accountancy regulation in the developing countries, where no accounting
regulating had been done. The primary task of the Commission was to
create consistency between the IAS and the national, for example, the
US-GAAP standards.

In 2001 the Council of the Economic and Finance ministers agreed
with the proposal that from the year of 2005 listing companies within the
EU T banks, and insurers included i prepare their consolidated reports in
compliance with the IAS. Companies using the US GAAP were granted a
respite until 2007. In addition, the Member States shall be entitled to
extend this system to other organisations and also to the individual
accounts.

2.4.3 International Accounting Standards

The names of the standards changed as well, so that the standards
issued by the IASB and those issued by the IASC could be distinguished.

The Standards of IASC are called International Accounting Standards
(IAS), while the IASB standards are known as the International Financial
Reporting Standards (IFRS). The application of the standards was
assisted by the interpretations issued by the Standing Interpretation
Committee (SIC).

The creation of the IFRS is the income of a professional self-
organisation; they were created by the International Accounting Standard
Board (IASB).

i In addition to the IAS (International Accounting Standards), the
denomination IFRS (International Financial Reporting Standard)
has been introduced, but the standards issued until then
remained the IAS, the new ones are called the IFRS.
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T Standards will be set for such economic documents such as the
environmental and sustainability reporting, for which the name
faccountingddoes not fit.

The economic development requires from experts the continuous

expansion and supervision of these solutions.

2.4.4 Application of the Framework Principles

The Framework Principles shall apply to the financial statements of all
commercial, industrial and service providers, regardless of whether they
belong to the public sector or the private one. Therefore, the reporting
entity is an enterprise, where the users of the financial statement trust
this statement, and this is their major information source regarded to the
situation of the enterprise.

¢ By creating the Framework Principles the IASB was
intended to provide assistance in a number of areas. It assists the
overview and the development of current standards, the harmonisation of
accounting standards. The Framework Principles support the creation of
national standards, the work of standard creator bodies, and the work of
those who prepare the financial statements. The Framework Principles
do not mean, however, the International Accounting Standards,
therefore, they deal neither with evaluation issues nor with disclosure
rules. | t mu s disre§ardediithtat none of the points of the Framework
Principles overwrite the rules set by the IAS.

Areas and topics regulated in the Framework Principles

I  The general definitions of theoretical character in the Framework
Principles are grouped around five large topics. These are the
following:

Purpose of the financial statements,
Elements of the financial statements,

Principles, quality characteristics and limits determining the
usefulness of the information content of the financial reports,

i Definition, accounting and measurement of the basic concepts of
financial statements,

i Evaluation of the capital, the possibility of the measurement of the
capital increase.
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The US GAAP, the generally accepted accounting principles in
the United States

US GAAP is a specific accounting regulatory system, in which in
addition to the standards designed by the professional organisations
authorised for this purpose, essentially treated as acts, edited by topics,
high court decisions have a major role as well, following the precedents,
the case-law traditions accepted in the USA. The rules have been
developed by the civil sector (accounting professionals, auditors,
professors), without any state influence. The instructions are very
detailed, with many loopholes and exceptions (ftreative accounting").

Previously, accounting professionals considered the US rules and
regulations, the USA-GAAP (United States Generally Accepted
Accounting Principles) to be the highest quality standard system; that this
gives the most reliable accounts, and that the transition to any other
system would decrease the reliability of the reports.

The USA-GAAP is a very detailed control, however, there are very
many loopholes and exceptions in there, thus they provide an opportunity
t o p r accettivec a&couitingg i.e. for the creation of deceptive,
misleading reports for the investors.

The big accounting and audit scandals at the millennium (ENRON,
Worldcom, Parmalat) have made the US professional public to realise
this, and now they are open to accept a new, less detailed accounting
system, which is rather based on principles than practical solutions.

In the the decision-making process of the US GAAP as well, are
included the obligation of convergence and of the cooperation with other
accounting systems, such as the IFRS.

Based on this, approaching the IAS, the IFRS and the American
regulation to each other has begun.

2.4.5 Evaluation and classification of the international
accounting systems

The international accounting systems mean the operation under
the same principles of groups interested in the accomplishment of
accounting tasks.

Some nations have developed their own accounting rules
appropriate to their specificities. These, however, have become the
obstacles of the economic development, and the harmonisation of
accountancy activities has become absolutely essential.
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Essentially, three international accounting systems have been
created, which are as follows:

el D < e SENPEEEEI DO 2 el r s e

International Accountancy
Standards

Guideline no.4: on the annual IAS (international Accounting Stan- The generally accepted accounting
report of economic organisations dards) and IFRS (International Finan- principles in the United States of Ame-
cial Reporting Standards) since 2001 rica—model based on rules

Problem-oriented rules, which con-
cern certain topics thoroughly, e.g.:

IAS on the form and content of the
financial statements IAS on inventory
statement Framework rule gives a
theoretical base to the interpretation
and the consideration of all issues not
regulated by standards.

Interpreting notices (SIC): interpreting
notices issued by the Standing
Interpretation Committee in charge of
solving uncertainties and problems
concerning the application of the
standars.

5. Figure: International accounting systems

Source: [6]

As a consequence of the international capital flows and the
international expansion, thereisagrowi ng need f accountng
languaged , whi c h vioo both dhe iaviedtocssdand the companies
cost savings due to easier accounting, reporting and evaluation.

The need for a uniform accounting language is essentially
important because of the unification of the financial reports prepared on
the basis of different principles, since the comparison of the different
reports incurs additional costs for big companies and their related
entities.

The measurement of the performance of divisions operating in
different countries is necessary, but reporting in accordance with uniform
reporting principles in different countries is also important from the
point of view of investors.

The solution of the problem is the harmonisation of accounting, which
is a process in order to increase the comparability of the accounting
practices.

In 2002 the so-called Norwalk convention was signed by the IASB
(International Accounting Standards Committee) and the FASB (Financial
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Accounting Standard Board of the US) by which the convergence project
has begun, which aims to eliminate the differences between the two
dominant accounting principles systems, the IAS/IFRS and US GAAP.

2.5 SUMMARY, QUESTIONS

251 Summary

This is the end of this lesson. It is not necessary to remember the
content s o fword hyiwerdd batshewever, ifiis required that at
this point you see the exact place of accounting, and that you understand
that it is present both on micro- and macro-level. Its development was not
smooth, but the endeavour and the intention are clear: identical
measurement and assessment systems are required in the economy.
Accounting with its legislation is one of its tokens.

2.5.2 Self-test questions

The concept of economic system.
The main functions of economic organisations
Characteristics of economic systems
Activities of economic systems
Types of processes of an economic system
Purpose of the Accountancy Act
Task of the financial accounting
Task of the management accounting
Purpose of environmental accounting
. International accounting systems
. Contents and importance of International Accounting Standards
. The importance of the IAS
. The importance of the IFRS
. The importance of the US GAAP
. Accounting harmonisation

© oNoOORODNE
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2.5.3 Practice tests

Correct Wrong Wrong Wrong
answer answer answer answer
The essential | management | teambuilding social care scientific
activities of an | of finance and research
economic accounting
system processes
include the
following:
The purpose To give to set precise | to determine Excluding the
of the information rules for the exceptions
Accountancy | about the real | businesses exceptions from those
Act situation of an among those | covered by it
enterprise to covered by it
the operators
of the market
International - Guidelines - Guidelines - Guidelines -The National
accounting of the of the of the accounting
systems European European European rules
Union Union Union
- International | - IAS - IFRS
Accounting - US GAAP - US GAAP
Standards
- US GAAP
Subsystems - financial - controlling, - real flows - external
of the accounting - control - users
accounting - - decision management | - internal
information management | support. processes users
system accounting - control
- processes
environmental
accounting
T h eextdinald | - investors - foreign - creditors, -TV
users may be: | - customers, owners - tax programmes
- suppliers, - investors authorities, - radio
- creditors, - customers, - workers programmes
- authorities, - suppliers - subordinates | - animal right
etc. etc. - foundations | activists
etc. - the
controller
- the internal
controller
etc.
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3. THE REGULATION OF ACCOUNTING

3.1 OBJECTIVES AND COMPETENCES

The purpose of this chapter is to bring a little bit closer to you and to
teach you

I the basic concepts of the Accountancy Act affecting business
entities,

T to make you familiar with the law and to see its structure.
1

to make you familiar with the accounting principles, and to help
you understand their content using examples,

i as well as their expediency and use.

Time required: in this case, you will need at least 10 hours to acquire
a permanent knowledge. In particular, the revisions require more time.

One advice:

Take a sheet of paper and a pen, and take notes of what you want to
remember.

Organise what you have learned in your own logic!

Not everyone has an fiacc ounlthadna studenthwha
memoarised the accounting principles making acronyms from their initials.
Maybe, it would be easier for you, too, to remember them in that way. It
is worth a little game!

Key expressions: These will now appear intimidating, but do not give
up!
Purpose of the Accountancy Act
Business entity
Contractor
Organisations of the national finances
Other organisation
Principle of continuance of enterprises
Principle of comparison
Principle of completeness
Principle of reality

1
1
1
T
T
1
1
T
T
T Principle of prudence
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3.2 THE SCOPE AND THE STRUCTURE OF THE ACCOUNTANCY ACT

Principle of individual evaluation

Principle of gross cost accounting
Accrual principle

Principle of the priority of content over form
Materiality

Principle of cost and profit cross-checking
Principle of clearness

Principle of continuity

Principle of consistency

Expediency

Principle of neutrality

Principle of timeliness of operation
Principle of pertinence

Learning chart of Lesson 3:
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3. Regulation
of accountancy

Objectives and
competences

BASICS OF ACCOUNTANCY
Purpose

Accountancy
Act
Those
affected
by the law
Structure
of the Accoun-
tancy Act
(Act €, 2000)
Summary
Self-check questions
Practice tests
Principle of continuance of enterprises
Principle of comparison
Principle of completeness

Principle of reality

Principle of prudence

Principle of individual evaluation
Principle of gross cost accounting.

Accrual principle

Principle of the priority of content over form
Materiality

Principle of cost and profit cross-checking
Principle of clearness

Principle of continuity

Principle of consistency

Principle of neutrality

Principle of timeliness of operation
Principle of pertinence

6. Figure

You will often meet in the curriculum applications, which are not
necessarily quickly acceptable. Yet, we must accept them, and carry
them out as it is in the curriculum. For this, the Accountancy Act is to be
fi brhead O .

3.2.1 Purpose of the Accountancy Act

For the operation of the market economy, it is essential for the
decision-making that objective information should be available for the
operators of the market about both of the enterprises and the non-profit-
oriented organisations, as well as about other economic entities 1
concerning their assets and liabilities, financial situation and the
development thereof.

The Accountancy Act prescribes accounting rules, which are in
accordance with the European Community directives to be applied for
this field; they take heed of the international accounting principles, and
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on the basis of which true and fair information can be provided on the
income-generating capacity, assets, development of assets, financial
situation and the plans for the future of those covered by the law.

The triple purpose of the Accountancy Act:

to determine the reporting and book-keeping obligation of
those covered by the law,

to determine the principles and the rules for reporting and book-
keeping.

to determine the requirements of publication, disclosure and
audit.

3.2.2 Entities covered by the Act

The Act applies to all the participants of the economy, about the
activities of whom other participants of the national economy require
information.

The Act covers the enterprise. This concept includes

entrepreneurs,

public finance bodies,

other organisations,

the National Bank of Hungary,

in addition, social and educational institutions founded by them or
by a natural person.

The Accountancy Act does not apply to:

sole traders,
civil societies,
building communities,

trade companies in Hungary representing enterprises based in a
foreign country

companies without legal personality (general and limited
partnerships) and sole proprietorships, which record their
accounts of the financial year according to the specifications of
the act on the simplified entrepreneurial taxation, the itemised
taxation of small-tax-paying enterprises and on the small business
taxation.
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Sole proprietorship: any business entity, which carries out a
production or service activity (business activity) in its own name and at its

own

risk in order to make profit and to obtain property, with

compensation:

credit institutions,

financial enterprises,

investment enterprises,

insurance enterprises,

non-profit economic entities,
associations,

social cooperatives,

school cooperatives,

European Economic associations,
European limited-liability companies,
European cooperatives,

water companies,

forest proprietorships,

a foreign-based e nt e r phranch énbHungary, if it does not
listed among other organisations, or public finance organisations.

Public finance organisations: organisations, which is classified such
as by the legislative provision on the operation of public finance on the
basis of the act on public finance. (The organisations of public finance
are organisations in the public finances subsystems.)

Other organisations:

40

housing cooperatives,

condominiums,

social organisations, public bodies,
ecclesiastical legal persons,

foundations, including public foundations,
lawyers, patent executive offices,
non-profit organisations,

the Broadcasting Fund,

organisations created within the frameworks of the Employee
Shareholder Program,

the public water company,
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the investment fund, other funds,

the stock market, the clearing house,

the private pension funds,

the voluntary pension funds,

the voluntary mutual health and self-administered funds,

the public inventory,

other statutory organisations having the status of a legal person.

3.2.3 The structure of the Accountancy Act (Act C, 2000)

The Accountancy Act consists of chapters. The content of each
chapter can be found in the following tablet. For their detailed content,
please, consult the Internet.

Chapter I. General provisions (Art.1 7 3)

Chapter Il Reporting and accounting (Art.4 7 16)

Chapter IllI. The annual report (Art.17 7 95)

Chapter IV Simplified annual report (Art.96 1 98)

Chapter V. Simplified accounts (Art.99 1 114)

Chapter VI. Consolidated annual report (Art.11571 134)

Chapter VI Specific reporting obligations (Art.1357 149)

Chapter VIII. Accounting services (Art.150 1 152)

Chapter IX. Publication and disclosure (Art.153 7 154)

Chapter X. Audit (Art.155 7 158)

Chapter XI. Accounting, certification (Art.159 17 169)

Chapter XII. Sanctions (Art.170)

Chapter XIII The National Accounting Committee (Art.171 1

173)

Chapter XIV Final provisions (Art.174 1 178)

Attachments (17 7)

7. Figure: Thestructure of théAccountancy AgtAct C, 2000)
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'?iﬁ 2
N o
% &  You may accept easier that definitions and concepts cannot
b e somiething a b o usbldgtions, because they have other content

immediately. Look for the Accountancy Act on the Internet.
http://net.jogtar.hu/jr/gen/hjegy_doc.cgi?docid=A0000100.TV

3.3 THE NAMED AND NON-NAMED ACCOUNTING PRINCIPLES

When preparing the accounts and during the accounting, our work
must be carried out in accordance with the accounting principles.
Pursuant to the principles and the requirements set out by the law, the
most appropriate accounting policy for the circumstances of the
enterprise T defining methods of implementation and means of the law i
should be established and formulated in writing.

Yog
e
' Accounting does not mean the system of fully determined
procedures, but the adaptation of legal solutions, which serve the most
the interests of the enterprise. In many cases, there is no such thing as a
model, which you can follow, therefore, practical solutions should be
developed by us. In this activity the accounting principles are the
direction indicators, work should be carried out in the spirit thereof.

Non-conformity with the Accountancy Act is only permitted in cases
provided in the Act and in the way defined by the Act.
Let us see first the named principles.

3.3.1 The principle of the continuance of enterprises

It is a general accounting principle, which in fact cannot be considered
to be an essentially accounting principle but the conditions of the
implementation of the other principles; it means the compliance with the
rules of the honest and fair economic activity.

When preparing the accounts and doing the accounting, it must
be assumed that the economic entity can maintain its operation and
resume its activities in the unforeseeable future as well; any
cessation or decrease of the operation for any reason is not
expected.
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3.3.2 The principle of completeness

C The economic entity shall keep accounts of all the
economic events, the effect of which on the assets,
accounting assets, resources and the annual income must
be accounted for.

Economic events should also be reported,
T which concern the financial year,
1

which became known after the balance sheet date but prior to the
designated date of the preparation of the balance sheet,

I which arise from the economic events of the financial year closed
by the balance sheet date, have not occurred yet before the
balance sheet date but became known prior to the preparation
date of the balance sheet.

When applying the principle of completeness, attention must be paid
to the requirement that the documents, which the accounting of the
economic events is based on, which are related to the current period, are
to be processed without omission and snug.

3.3.3 Principle of reality

C It states that the items recorded in the books and the
reports and fixed are to be existing, proved and clear also
to outsiders. The evaluation of each item must meet the
statutory assessment principles and the related
assessment procedures.

The application of the principle ensures the authenticity of documents,
inventories reflecting the reality, the enforcement of the statutory
assessment principles and the related assessment procedures in book-
keeping and in reports.

3.3.4 Principle of clearness

C According to the principle of clearness, books and reports
shall be transparent, understandable, prepared in a clear
form in accordance with the law.

You can see the law content in the attachments of the Accountancy
Act, which may be reduced in the report if too excessive, or expanded in
accordance with the principle of materiality i if necessary.

The application of the principle of clearness in the book-keeping 7 with
regard of the provisions of the principle of a uniform accounting plan i is
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essentially the responsibility of the enterprise. The accounting policy, the
registration of the accounts, the analytical records, the dispatchesd
system, the accounting of the economic events shall be designed in such
a way that it will be clear and easy to understand to the management and
the control authorities. The principle of clearness applies to the
accounting system as a whole, but it is of special importance in respect
of internal information in the management accounting.

3.3.5 Principle of consistency

C This principle sets that consistency and comparability
shall be ensured in the content and the form of the report,
as well as in the book-keeping supporting it.

This principle also makes our own job easier from the point of view of
the stability; it assumes the development of a thoughtful, well-organised
accounting system, which must be recorded in the account linkage of the
enterprise. The evaluation processes in the accounting policy are
relatively stable, but if modification is needed, these changes should be
justified and traceable.

3.3.6 Principle of continuity

The opening figures of a new business year shall match the
closing figures of the previous business year. This is the basic and
evident requirement to be met in respect of the assets.

C In the following years, the evaluation of the assets,
resources and the income may only change in accordance
with the Accountancy Act.

This does not mean that we work with solutions engraved in stone. If
the economic conditions change, our rules must be adapted to them, but
this can be done only with respect to the regulatory requirements, and by
presenting the effects on the income.

3.3.7 Principle of comparison

C When determining the income of a certain period, the
recognised revenue of the settlements of the activities in a
specific period and the corresponding cost (expenditure)
must be taken into account, regardless of the financial
fulfilment. The revenues and the costs shall be attached to
the period when they occurred economically.
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The financial year and the current year are not the same concept;
revenues and costs are also completed in a different way in this context.

An economic event may very often affect more than one year, for
example, we can get a three-year rental fee as income | advance, which
is to affect the revenue for three financial years.

3.3.8 Principle of prudence

C Earnings cannot be stated, if the financial realisation of the
turnover or of the revenue is uncertain. When determining
t he cur r esnihcomg,etha ftoreseeable risks and
potential losses shall be taken into account along with the
accounting of loss in value and the creation of provisions,
even if they became known between the balance sheet date
of the financial year and date of the preparation of the
balance sheet. Losses in value or provisions must be
accounted for, regardless of the fact that the income of the
current year is profit or loss.

This principle helps the economic entity in calculating a truly realistic
income. All items of loss in respect of the economic activity in a business
year must be recognised in the books as well, but an item, which would
be an income, may only be entered in the books, when there is no
uncertainty factor.

3.3.9 Principle of gross cost accounting

C The revenue and the costs (expenditures), the claims and
the liabilities cannot be accounted for one another i except
in the cases set by the Accountancy Act.

This is perhaps the most difficult basic principle to interpret, but the
most important one in respect of the accounts.

If I sell something for 100 HUF and | buy, for example, material as well
for 100 HUF from the same a partner, it does not mean that there is no
such thing happening as an economic event, since we settled the thing
fifty-fifty. The material will increase my assets, should be recorded, not to
mention that the cost price of my product will not be real, if | leave it out
form the calculation.

3.3.10 Principle of individual evaluation

C The assets and the liabilities must be recorded and
evaluated individually during the preparation of the books
and the report.
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It means the individual accounting of the assets and liabilities, the
evaluation of the inventory (analytical accounts) broken down into items
and, simultaneously, the application of the principle of reality in the
preparation of the report. The principle of individual evaluation i
harmonised with the principle of materiality and the principle of cost and
profit comparison i may be applied in a specific way in cases under the
law.

For the item-by-item evaluation of certain accounting assets, the
Accountancy Act identifies the average purchase price and the FIFO
method, which can also be used as evaluation processes. The First In
First Out (FIFO) method is an evaluation method at purchase price, when
assets are evaluated on the basis of the last purchase prices of the
financial year, so if used or sold, the assets purchased first must always
be derecognised first in the books.

It is useful to apply this method in accounting assets with the same
parameters, usually purchased in groups, but at different times, such as
shares, securities, reserves, currency and foreign-exchange holdings.

3.3.11 Accrual principle

C The effects of economic events, which concern two or
more business years, shall be recognised among revenues
and costs of a specific period in the ratio of the accounting
period and the entire period of the event taken as a base.

The accrual principle in the report and the accounts means the
recognition of the active and passive accruals, the provision of the
documentation and the calculations, the recognition of the items of costs,
expenditures, turnovers, revenues concerning more than one year pro
rata temporis in the actual business year. (This principle shall not apply
to enterprises subject to simplified accounts and micro-economic.

3.3.12 Principle of the priority of content over form

C In the report and the supporting books thereof, the
economic events and transactions, shall be recognised
and accounted in accordance with their actual economic
contents.

Based on this, business transactions shall be included in the annual
report and the simplified annual report according to their economic
content and not to their legal formula. This principle shall be applied, if:

the legal basis of the transaction is not totally clear;
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the transaction under the provisions of the contract may be disputed in
accounting terms;

- the transaction is a leasing, a forward transaction etc. based on
specific contracts, not regulated by the Civil Code, the accounting
recognition of which should also be fspecifica

The Accountancy Act provides a general framework how to do the
accounting and compile the report. Everyone knew, for example, that bills
are securities. In accounting terms, however, what counts is whether the
i nscription paygthatisaliisa Hill isthya,l lor 0
a claim. So, the actual content is important.

3.3.13 Materiality

C From the point of view of the report shall be deemed
substantial all of the information, the omission or false
presentation of which 1 within the limits of rationality i
affect the decisions of the users of the report data.

The principle of materiality is applied, for example, when we post the
amounts of long-term credits and loans to be repaid the following year
among the short-term liabilities, or when on the basis of the statement of
the check, a major mistake, which is not qualified significant by the law
but is indeed significant from the point of view of the enterprise, is also
determined numerically.

The application of the principle of materiality depends on the amount
of the item or mistake; omission or false presentation shall be considered
and treated on the basis of this. This is the principle, which assists the
application of the principle of clearness as well, because in the
attachment of the report the data of the balance sheet or the profit and
loss statement i if the information are relevant i can be detailed, or any
data may be posted, which are not included in there at all.

3.3.14 Principle of cross-checking cost and profit

C In the report (in the balance sheet, the income statement,
the attached notes) the expediency (usefulness) of the
published information shall be in proportion to the cost of
providing the information.

Application of the principle is necessary in all cases, when the
accounting or other costs of an economic event or a business transaction
exceed the revenue amounts. We should think of that sometimes is the
paper and postage costs are the multiple of the invoiced items. What is
the efficient and effective solution in this case?
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The non-named principles mean that the law does not mention them,
but the professional requirements demand their application.

3.3.15 Expediency

The report shall be available to the interested parties with the content
and in a form, which give help in assessing the business events and the
economic entity. In this spirit the book-keeping accounts system or the
chart of accounts is set, or the profit and loss statement version is
chosen.

3.3.16 Principle of neutrality

According to the principle of Neutrality (objectivity) the annual report
information must be free of preconception and partiality, but this principle
shall be followed in the book-keeping, for example, in the cost
accounting.

3.3.17 Principle of the timeliness
The accounting and the information in the report do not be available
unjustifiably late.
3.3.18 Principle of pertinence

The information shall be free of mistakes and preconception, and they
shall not be misleading when supporting the decision-making and
providing information.

Classification of the accounting principles
The accounting principles can be classified by their function as well.

Maybe, it is easier to have an overview of them and to see them in a
system:
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CONTENT ADDITIONAL FORMAL NON-NAMED
PRINCIPLES PRINCIPLES PRINCIPLES PRINCIPLES

- Completeness
-> Reality

-> Prudence
-> Comparison

8. Figure: Classificationof theaccounting principles
3.4 SUMMARY, QUESTIONS

3.4.1 Summary

Economic organisations shall comply with the law. The accounting
rules for economic activity are provided by the Accountancy Act.

Very important: the law describes its purpose and those covered by its
scope in very fair conceptual definitions. It is evident who are to comply
with the provisions of the Accountancy Act. The Accountancy Act (which |
hope you have already found and viewed on the internet) does not
provi de wbrd of the lawo toynplidhce, but a reasonable practice,
economic activity and assertion of interests.

Within the framework of the law, each economic entity shall determine
its own rules, which will be binding to itself and which are to be called to
account. These rules prescribe the observation of the basic principles in
any respect.

3.4.2 Self-test questions

What is the purpose of the Accountancy Act?

Who are covered by it?

Enumerate the economic entities named in the Act.
Who is an entrepreneur?

Tell five entrepreneurs named in the Act.

What are the public organisations?

Tell five other organisations named in the Act.

No oMb
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The summary questions are a bit different now. You have to tell
what we mean by the following concepts:

1. The principle of the continuance of an enterprise
2. Principle of comparison
3. Principle of completeness
4.  Principle of reality
5.  Principle of prudence
6.  Principle of individual evaluation
7.  Principle of gross cost accounting
8.  Accrual principle
9.  Principle of the priority of content over form
10. Materiality
11. Principle of cost and profit comparison
12. Principle of clearness
13. Principle of continuity
14. Principle of consistency
As well as
15. Expediency
16. Principle of neutrality
17. Principle of timeliness of operation
18. Principle of pertinence
3.4.3 Practice tests
Correct Wrong Wrong answer | Wrong answer
answer answer
1| Purpose of | 1 determines | T determines | { determines 9 determines
the the reporting | the scope the reporting the accounting
Accountanc | and and scale of and accounting | obligations of
y Act accounting economic obligations of those covered

obligations of

organisations

those covered

by its scope

those 9 determines | by its scope determines the
covered by its | the reporting | T specifies the | principles and
scope and rules for rules of report
determines accounting personal preparation and
the principles | obligations of | income book-keeping
and rules of economic taxation determines the
report entities determines the | requirements of
preparation determines requirements of | publication,

and book- the principles | publication, disclosure and
keeping and rules of disclosure and the taxation .
determines report audit .
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the preparation
requirements | and book-
of publication, | keeping
disclosure
and audit .
2 | Content Completenes | Principle of Expediency Materiality
principles s pertinence Principle of Principle of cost
Reality Reality neutrality and profit
Prudence Prudence Principle of comparison
Comparison Comparison timeliness of Principle of
operation clearness
Principle of Principle of
pertinence continuity
3 | Buisiness entrepreneur, | entrepreneur | entrepreneur 1 housing
entity organisations | sole trader sole trader cooperatives
of public civil legal organisations 9 condominium,
finances, society of public 1 social
other housing finances, organisation,
organisation, | communities | other  apublic
National organisation, body,
Bank of National Bank | ¢ ecclesiastical
Hungary of Hungary, legal person,
1 foundation,
1 lawyers,
9 patent

executive office
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4. THE ACCOUNTING POLICY, THE ACCOUNTING

52

SUBSYSTEMS

4.1 OBJECTIVES AND COMPETENCES

The aim of this lesson is that you become familiar with and be able to
apply:

the concept, role, of the accounting policy, and the rules defined
in it,

you understand the principles to be applied in establishing the
accounting policy,

learn and use in your work the regulations set within the
framework of the accounting policy.

Find related regulations on the Internet and study them.
Also:

to understand the basic accounting functions in another approach
as well,

to understand that certain areas of the accounting meet specific
requirements,

the content and the tool system of the subsystems are adapted to
these requirements.

Thus, you will understand why the accountant colleagues appear to
be so stringent and resolute.

Time required: in this case, rather 300 minutes will be needed to cover
the material properly.

This is only five hours, tit®n o6

Key expressions:
accounting policy

valuation provisions

inventory provisions

cost accounting provisions

cash management provisions
voucher order

financial accounting

content of the financial accounting
management accounting
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T the tasks of the management accounting

T environmental accounting

T the two main areas of environmental accounting
1 ordinary cost

T hidden cost

T conditional cost

T intangible cost

T external cost

4.2 THE ROLE AND THE CONTENT OF THE ACCOUNTING POLICY

The learning chart of Lesson 4:

9. Figure

In the Accountancy Act we can find the rules and principles that the
economic entity may use during its operation. But these are not to be
changed capriciously as it wishes, as this would impair in addition to the
daily work the control tasks as well. The alternatives are only options. It is
necessary that each economic entity shall edit these possibilities in a
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