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IFRS – opportunity to simplify administration

Topic

Why important /
Risk to manage

How to manage

Based on Hungarian regulation companies have the
possibility to adopt IFRS for local reporting purposes as
well.

To adopt IFRS reporting for Hungarian purposes requires
significant amount of preparation and also certain
administration to be done in a timely manner as a
condition to the adoption. The IFRS transition - in
principle - should be performed on a tax neutral manner
since it should not result in lower tax liability compared
to the tax liability based on Hungarian GAAP reporting.

As part of the preparation for the transition gap analysis
should be performed to identify accounting differences
between the group reporting and EU IFRS standards. In
addition the tax gap analysis should also be performed
to identify one-off and ongoing adjustments to reach tax
neutrality. Internal systems are to be set up for IFRS.

PowerPoint Timesaver
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Introduction
Affected companies

First time adoption of IFRS is enacted by Act 2000. C. on Accounting of Hungarian legislation.
According to paragraph of by Act 2000. C. on Accounting 9/A. § there are entities that are
required to adopt IFRS and those that can choose to adopt it.

1. Entities require to adopt IFRS
from 01 Jan 2018:

2. Entities that can choose to adopt
IFRS:

•

Entities listed on any of the EU
stock exchanges

•

•

Banks and other financial
institutions subject to the same
prudential regulations like banks

Entity with a parent company that
prepares its financial statements
according to IFRS

•

Insurance companies

•

Institutions controlled by the
Hungarian National Bank

•

Entities whose financial statements
are subject to audit

•

Hungarian branch of a foreign
company

Complexity
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•

First time adoption of IFRS and transition to IFRS book keeping is a challenge even for entities that
prepare their books both according to Hungarian rules and IFRS (eg.: Group package).

•

The adoption primarily impacts accounting, however it is not only an accounting exercise as it has an
impact on all areas of the entity (including business operation, risk management, legal, tax and HR).

•

During the readiness test even items that look simple could have challenges.

3

Introduction
Timing

The main phases of IFRS implementation
IFRS implementation can be broken down into three main phases.
The first section, the GAP analysis, is followed by the implementation phase and thereafter the process
is closed on the transition date by testing phase.
The timing of GAP analysis and testing phase is same at a rough estimate while the implementation
phase takes longer time. The last part of implementation phase includes the certificates of readiness in
which the audit is highly emphasized.
IFRS transition date

GAP analysis

Implementation

Testing

Non-financial
sector

1 month

1-10 months

1 month

Financial
sector

2 months

2-14 months

2 months

Certificates of
```````
readiness
(audit)
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Challenges of IFRS transition

The following must be assessed and considered before adopting IFRS:

Differences between IFRS and Hungarian Accounting Standards, the new disclosure obligations and
those information needs linked to IFRS transition
What additional course of actions required for implementation branch/industry/sector in which the
entity operates, which are the special requirements during application of IFRS
The effective production of necessary information, the IT development needed to produce and store
that additional information. The resources to be allocated for the additional IT requirements.
The management decision to be made in developing the IFRS accounting policies,
processes.
What are single and continuous tax effects evoked by transition to IFRS
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Critical accounting areas (some examples)

Initial Presentation

• Subsequent measurement financial
assets and liabilities

•

Separated presentation of
investment properties and assets
held for sale

• The revision of the useful life of
intangibles and tangibles with zero
book value, but being still in use

•

Presentation of financial guarantees
given by the parent company

• Utilization of component based
accounting

• Provisioning
• Presentation of deferred tax assets
and liabilities
• Classification of finance and
operating leases
• Increase in capital, supplementary
capital contribution

Implementation Tasks
• In case of firms adopting IFRS
for the first time: scope, goal,
exceptions according to IFRS 1
• Modelling tasks:
• Amortized Cost
• Impairment Calculation
• Fair Value
• Deferred tax
• Process Controlling
• IT Development
• Training

c
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Valuation

• Classification of financial
instruments and liabilities and their
initial presentation at fair value

• Valuation of investments

• Accounting for the interest
differences as grants/benefits of
loans given/received based on
conditions more favorable than the
current market conditions
• Valuation of employee benefits
• Hedge accounting and its
application

Documentation Requirements
• Preparation and content of the first
IFRS financial statements
• Standalone or group IFRS
accounting policies
• Policies and estimation
• IFRS Chart of Accounts and IFRS
Accounting Manual
• Documentation of the annual
revision of the useful economic life
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The analysis of difference between IFRS adopted by the EU and the
locally applied Hungarian Accounting Principles (GAP analysis)

IMPLEMENTATION

Structure of the IFRS
financial statements
(BS, PL, CF, SOCE,
Notes)
pport in defining the

Setting up financial
models and valuation
methodology

Defining IFRS
postings

Process control
•IFRS accounting
policy- standalone,
group
•The valuation policy of
assets and liabilities
•Fair value
measurement policy
•Review of existing
contracts that may
effect IFRS figures

IT impact analysis of the
transition

Support in decision
making on Tax and IT
matters

Analysis of decisions to be made during the IFRS
transition regarding the accounting policy and
financial reporting

Consultation in drafting
the internal accounting
regulations and
procedures
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Analysis of tax
impact of IFRS
adoption

IFRS Reporting,
Management
accounting

Accounting and
reporting
• Fair valuation
• Amortised cost
• Hedge accounting
• Deferred tax
• Amortisation,
depreciation

TRAINING

PREPARATION
PHASE

We can provide support for the whole IFRS adoption/ transition

Setting up the
process of IFRS
Financial Statement
preparation and
review
IFRS consolidation
Accounting – support in
the preparation of group
accounts or standalone FS
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