CONTENT

L LECTURES. ...ttt b e bbbt s et e bbbt b e beeneeneeneenes 1
1. ACCOUNTING - FINANCIAL ACCOUNTING....ccccveieriere e ss et 3
1.1 Objective of Financial ACCOUNTING........coiiiiiiiie et 4
1.2 Participants in Financial Reporting SYSIEM........cccociieiiiiieiieiice e 4
1.3 INFOrmMAtioN CYCIO.....oi i 5
1.4 Accounting (FINaNCial) REPOIS.......oiiiiieie et 6
1.5 Financial ACCOUNTING PrOCESS. .....ccuiiuiiiiiriiiieiieieie ettt bbbt 6

2 REGULATION OF FINANCIAL ACCOUNTING.....ccctiitiieiieieieiesie et 8
2.1 Accounting HarmMONIZATION.......cuoiiiiiiieie it 8
2.1.1 Instruments of accounting harmonization.............cccooeveiiiiiieieee e 9
2.1.2 International Financial Reporting Standards IFRS..........cccooviiiiiiieiicec e 9

2.2 Accounting Legal Frame in the Czech RepUBIIC..........ccoiiiiiiiiiiie e 10
2.3 The Czech Republic Recording DULY........c.cccviiieiiiieceee e n

3. FINANCIAL STATEMENTS ..o 12
4. BALANCE SHEET (STATEMENT OF FINANCIAL POSITION)...cccoceiiieieirceene. 13
4.1 Structure 0F BalanCe SNEET.........cuiiiiiiee e 13
4.2 BalanCe SNEETL ITBMIS ... ..ottt re e e 14
4.2.1 Fixed assets (NON-CUITENE @SSELS)......ueiuiiiriiiiiieeie i e ste e se et sre e sreesee e 14
4.2.2 CUITENT @SSBES. .. tiitiiiteestie et ettt sttt e sttt e e et e esbb e e be e sae e e beessbeebeessbeenbeesrbeeteeas 15
B.2.3 EQUITY oottt ettt et e e e nreerenreenreeneeas 16
I - o1 =SSR 17
4.3 Accounting Equation (Balance Sheet EQUAtION).........ccooviieiieieiieniee e 19
4.4 Continuity of Annual Balance Sheets.........cce ovieieei i 19

5. FINANCIAL ACCOUNTING SYSTEM - Part L...cccocooviiiiiiieieeie e 20
5.1 TransaCtion EFfECES.......oiiiiiiiiee e e 20
5.2 ACCOUNTING DOCUMEBNTS. ...c.uiiiiiiiiiieieieeste sttt bbbttt 21
5.3 ACCOUNLS. ...ttt etttk ettt e eb bt e bt e e be e e bt e s h bt e bt e e b e e et e e ehe e e beeaneeenre e 21
5.4 DOUDIE ENIY SYSTEM ..ccuiiiiiiiiecie sttt et sre e ene e 22
5.5 ACCOUNTING CY TRttt sttt ste e enes 23
5.6 Accounting BOOKS (LEAGEIS)....c.uiiiiiiierieriisiisieeie ettt 24
5.7 ACCOUNTING PrOCEAUIE.......oeiiiiiiti it 25
5.8 Financial Accounting - CONCIUSION........cciviiiiiiiie i 26

6. INCOME STATEMENT (PROFIT/LOSS ACCOUNT) .icoiiieiieie e 27
6.1 Relation between Balance Sheet and Income Statement............ccccceveieeiinieniencsneneee 27
6.2 Profit or LOSS......cccccvvvveierieennnne, 27
6.2.1 Profit or LOSS CalCUlatioN.......c.ciieiieiiiieieciesee e 28
6.2.2 Revenues and EXPENSES......cccvevvivvereeriesienieeieseenneen, 28
6.2.3 RetaiNed EArNiNGS......coviiiieieiieiesii ettt 30

6.3 INCOME STAEMENT SIFUCTUIE.....oiiiiiieiie e 30
7. FINANCIAL ACCOUNTING SYSTEM - Part Il 31
7.1 ACCOUNLES ClaSSITICALION. ......iiuiiiiieiiieie ettt nne e 31
7.2 Accounts (BOOKS) ClOSING......uciuiiiiiieii ettt sra e 31
7.3 ACCIUAL ACCOUNTING. ...ttt bbbttt n b r e 32

7.4 Chart (LiSt) OF ACCOUNTS.......ociiiieie ettt e resneenre s 32



8. INVENTORIES (STOCK)..eoumieeeeeeeeeeeeeeeeeeseeseseeeeseesesseesseeeeesessesssessseeeesesseesssssseenns 33

8.1 PUIChased INVENTOIIES. .....eoiiiiiiiieitiee et bbbt K71
8.1.1 Perpetual Inventory System - Method A .........ccooes o 34
8.1.2 Periodic Inventory System - Method B..........ccoooiiiiiiiiiiieee e 35

8.2 ProdUCET INVENTOTIES. ....cviitiiiiiiiiiieieie ettt bbbttt sb b 35

8.3 Taking a Physical Inventory (Physical COUN)........cccoeriiiiiiiniiieeeeese e 36
8.3.1 INVENLOrY DiIffEIENCES.....cviiiieciiee et 36
8.3.2 Recording of INVENtory DifferenCes.........ocviiirieiiieie e 37

9. FIXED ASSETS (NON-CURRENT ASSETS).ciiiiiiiiiieiiieieieie e 39

9.1 Classification Of FIXEU ASSETS. ....cceiiiiiiiiiiiieiee et 39

9.2 Measurement OF FIXEA ASSEES. ..ot 39

9.3 ACQUISITION OF FIXEA ASSELS...cuiiiiiieiiesie ettt nre e 40

9.4 Depreciation OF FIXEO ASSETS. ..ottt 41
9.4.1 Depreciation in Financial ACCOUNTING.......c.cccveiieieiieieese e 4
9.4.2 Depreciation fOr TaX PUIPOSES. ......ccuuieiiieieieriisieseeee e 43

0.5 DispoSal OF FIXEA ASSEIS.....ciiiieiiieiie ettt re e 43

10, TAXES et bbbttt bbb ens 44

O I =T od A I DT USSR 44

10.2 Indirect taxes - Value Added Tax (VAX).....ooiiiiioie et 45
10.2.1 CharaCteriStiCS OT VAT ...ttt ee e 45
10.2.2 VAT REQISITALION.....cuviiiciecie sttt st naeennenne s 45
10.2.3 VAT RALES ..ttt ettt b bbbttt 46
10.2.4 Taxable Person RECOIUS.......ccviiiiieiiiie e 47
10.2.5 Function Mechanism 0T VAT ..o 48
10.2.6 VAT within the European UnNiON.........coieieieieniiesesceeeeeee e 49
10.2.7 VAT within the “Third COUNIIES’ .....coviiieiieiesieseee e 49

11. EMPLOYEES PAYROLL...oiiiiiiiei e 50

11.1 Social Security and Health Insurance (Social Security Contributions)....................... 50

11.2 Personal Income Tax (Taxation of INdividualsS)..........cccccveveiieiiiiiiiieie e 51

11.3 Employees Payroll Recording in Employer RECOrdS.........cccovvieivieiiineienenie e 52

12. INCOME STATEMENT STRUCTURE ..ottt 53

12.1 Structure of Income Statement - the Czech RepubliC.........ccoovviiiiiiiiiii 53

12.2 Structure of Income Statement - IFRS.......ccooiiii e 55

12.3 Format 0f INCOME STatEMENT.......ccviiiiiiiiiirereee s 55

13. CORPORATE INCOME TAX . ittt ettt sttt snesneans 57
14. PROFIT DISTRIBUTION AND LOSS COVERING......cccoviiiriiininieccc e 60
14.1 Profit DIStIIDUTION......coiieiecicceee et ste e e e nne s 60
A I 0TS O AV =T o 1o Vo SO PRPRSPN 61
15. ACCOUNTING PRINCIPLES. ...ttt 62

15.1 UNderlying ASSUMPLIONS. .......couiiieiiiie ettt sre e sneesreeneesneenneas 62

15.2 Accounting Principles and CharaCteristiCS.........cccovuvuerieiieiiieieeie e 62
15.2.1 Basic ACCOUNING PriNCIPIES.......ccoiiiiiiiiieieiec e 62
15.2.2 Qualitative Characteristics of Infonnation in Financial Statements.................... 63

15.3 Notes (Footnotes) to Financial Statements...........ccooveveriiereiieene e, 65

15.4 Accruals and Prepayments (Temporary Items - CR)....cccoiieiiiiiieiie i 66

15.5 Legal ReQUIATIONS. ......cviiiiiiiii bbb 67
15.5.1 Structure 0 ACCOUNTING A Cl....oiiiiiiieiiieee e 67
15.5.2 Czech Accounting Standards for ENtrepreneurs.... ....coveeveieiieieeceeseee e 67
15.5.3 Sorts of Decree on Double-entry ACCOUNTING.........coeivriiiiierinirinisineeeee e 68

15.6 BOOKKEEPING POLICIES. ....ccuiiiiiiiicie ettt ettt nne s 68



IL SEMINARS ettt ettt et e st se st e s e st e s e st ese s ete e anas 69
Exercise 1. Opening Balance SNEET L.t 71
Exercise 2: Balance Sheet Items Classification L.........ccccccoviieiiiiiiicici e 72
Exercise 3: Opening Balance Sheet Tl ... e 73
Exercise 4: Balance Sheet Items Classification ... 74
Exercise 5: Changes in Balance Sheet ITemMS........ccooiiiiiiiiiii e 76
Exercise 6: Accounting Documents, Journal, General Ledger.......ccovoviiiiniieiinncneeene 77
Exercise 7: Transactions RECOGNITION ........cccoci it 81
Exercise 8: Revenues and EXPENSES L. 84
Exercise 9: Revenues and EXPENSES Tl....oiiiiiiiiic et 88
Exercise 10: Merchandise (G O0US) ..o iiiieiiiiii et sttt saeens 93
Exercise 11: Methods of Purchased Inventory RecCording.......cccoceveiviiniiniiciciisincsceen 96
EXercise 12: FiNiSNEd PrOTUCTS. ..ottt nne s 99
EXercise 13: YOUNG ANIMAIS.......ooiiiiiii e 102
Exercise 14: Tangible Fixed Assets - Acquisition, Depreciationand Write-off.............. 105
Exercise 15: Intangible Fixed Assets - Acquisition, Amortisation and Write-off........... 108
Exercise 16: Tangible Fixed Assets - Acquisition, Depreciationand Sale...........c.ccccee.... 113
Exercise 17: Tangible Fixed Assets - Disposal, Write-off.........cccooviiiiiii i, 117
o] o TR T B ] =Ty A I 0TSPTSRO 119
Exercise 19: Value Added TaX L.ttt see e 119
Exercise 20: Value Added TaX Tl e 124
Exercise 21: EMPIOYEES PAY IOl ..o 125
Exercise 22: INCOME STAEMENT L. ... 128
Exercise 23: INComMe STatemMent [l ........cocoviiiiie et 130
Exercise 24: Corporate INCOME TaX | ..o 132
Exercise 25: Corporate INCOmMe TaX ..o e 135
Il SOLUTIONS OF EXERCISES ... ..ottt 137
Exercise 1: Opening Balance Sheet L. 139
Exercise 2: Balance Sheet Items Classification | ........cccocoooveiiiiiiiie v 140
Exercise 3: Opening Balance Sheet 11 ... 141
Exercise 4: Balance Sheet Items Classification Il ..........ccooooiiiiiiiicic e 142
Exercise 5: Changes in Balance Sheet ItemMS.........coooiiiiiiiiiic e 144
Exercise 6: Accounting Documents, Journal, General Ledger.......ccocooveviviiviieveiecieiennnns 145
Exercise 7: Transactions RECOGNITION ........oiiiiiiiiiiiicee s 148
Exercise 8: Revenues and EXPENSES L. sie e siee e seeseessne e sseesseesaesneesnnessneas 152
Exercise 9: Balance Sheet Account, Profit/L 0SS ACCOUNT........cccviiiiieeiieiie it sseee e s 157
Exercise 10: Merchandise (G OOAS). ..o 162
Exercise 11: Methods of Purchased Inventory Recording......ccccooeevveviniiiiecvicccse e 165
Exercise 12: FiNiSNed ProTUCTS. ... e 168
EXercise 13: YOUNQG ANIMAIS.......coiiiiiiii e 171
Exercise 14: Tangible Fixed Assets - Acquisition and Depreciation...........cccocveveivevnenenn, 174
Exercise 15: Intangible FiXed A SSETS. ..ot 176
Exercise 16: Tangible Fixed Assets - Acquisition, Depreciationand Sale..........c..ccccueune.ee. 180
Exercise 17: Tangible Fixed Assets - Disposal, Write-off.........ccceveviiiiiiiiiicce, 185
Exercise 18: ASSESSEU (DIreCt) TaXES. ..ottt 186
EXercise 19: Value Added TaX L.ttt 187
Exercise 20: Value Added TaX Fl.....oioiiiecice et 191
Exercise 21: EMPIoyees Payroll...... .o 192



EXercise 22: INCOME STAtEMENT Lottt ettt e e e e e et e e e e s se e eeeeesenaans 195

Exercise 23: Income Statement Tl ... s 197
Exercise 24: Corporate INCOME TaX | .o 199
Exercise 25: Corporate INCOME TaX Il .. 201
REFERENGCES . ...ttt bttt b ettt b e bt bt et e e b e e sbe e sbe e sbeesbeesbeenbeenteeas 203
LIST OF SCHEMES . ... oottt sttt et sre et e s e stesne e e eenne e 205
LIST OF ABBREVIATIONS ..ottt 207

LIST OF APPENDIXES. ... oot 208



