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Abstract: Organizational decision-making, whether operational or strategic,
involves risk because decisions are made in an environment characterised by
uncertainty. Sufficient amount and high-quality data and information need to be
provided for the preparation and decision-making in order to reduce risk. Accounting
is a system for processing such economic and financial operations and value data
that provides data and information to enterprises. This system is regulated in
Hungary by Act C of 2000 on Accounting. Accounting information on the one hand
serves the internal actors of the company as a basis for managerial decision-making,
while on the other hand it also serves external actors, as it is important to present a
reliable and realistic picture towards investors, credit institutions, partners and the
state. Annual statements are required to be published and disclosed by every
business entity, which means that they can be obtained quickly and free of charge
by any external party, Therefore, the quantity and quality of the data included by the
statement is important. The structure of the two parts of the statement, the balance
sheet and the profit and loss account, is clearly stipulated by the Accounting Act.
However, organizations are given slightly more space in terms of the structure of the
third part, the notes to the annual statement. The notes to the annual statement is
regulated by the Accounting Act in terms of its content, but the content of the
published statements is not audited. For this reason, the present study examines the
research question involving the extent to which the informative disclosures within the
notes to the annual statement comply with the mandatory requirements of the
Accounting Act. To answer this, the informative parts of the notes to the annual
statements of companies from two different economic sectors are examined by
means of text mining.
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1. Significance of the notes to the annual statement

Accounting can be considered both an internal and external information system, as
its task is to provide information to internal (owners, management) and external
(credit institutions, state, investors, partners) actors in accordance with legal
requirements. Annual statements prepared on the basis of IFRS contain important
information primarily for investors, as the investor approach prevails there (Bocskei
et al., 2017). An example for such an investor-oriented approach may be fair
valuation, which has a vital role in IFRS-based reports and drives the presentation
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of reliable, market-based information for investors about the value of assets and
liabilities (Takacs and Sziics, 2017, 2018). However, the statements can also be
used to inform other stakeholders, including managers, creditors, employees,
suppliers, customers, ministries of different nations and their affiliated institutions.
The data, analyzes and studies available to these entities serve as the basis for
making decisions, therefore it is important that the statements provide a credible
picture of the company (Zéman - Barczi, 2018). Itis possible for companies to obtain
information from several sources, one of which is the source of accounting
information (Fenyves et al., 2018). Act C of 2000 on Accounting sets out the
accounting and reporting obligations of the entities covered by it, the principles that
must be applied in the scope of bookkeeping and the preparation of statements, the
rules based on them, and the publication, disclosure and auditing obligations.
(Kerezsi, 2017). The purpose of the accounting statements (balance sheet, income
statement, cash flow, notes to the annual statement) is to provide information on the
assets, financial position and profitability of the company to the owners, creditors,
the state and other stakeholders (Bogath, 2018). The notes to the annual statement
should therefore include information that do not appear in the other two parts of the
annual statement, but are relevant for their understanding (Lakatos et al., 2018).
The fact that the Accounting Act does not stipulate the composition and structure of
the notes to the financial statement to the provision of information may cause
problems for stakeholders, as it is up to them to decide how it is structured and what
is actually taken into account and published in addition to the mandatory disclosures
to ensure a reliable and realistic picture. This can pose problems for both external
and internal stakeholders in relation to the provision of information (Kardos-Téth,
2011). According to Kresalek (2007), it is important for the information published in
the notes to the annual statement to take into consideration accounting principles,
in particular the principles of authenticity, clarity, consistency, continuity and
completeness (Kresalek, 2007). The type of annual statement eport delimits its data
content, including the level of detail of the notes to the annual statement, which
means that the notes of each statement type have different amounts and quality of
information as provisioned by the Accounting Act (Kardos, 2009).

In today's economy, corporate conglomerates are increasingly gaining ground,
achieving their business success through subsidiaries, associates and joint
organizations operating in multiple countries. These companies prepare their
statements separately on the basis of the legal and accounting regulations of their
respective countries, but their performance can only be judged comprehensively on
the basis of the consolidated annual statements of the companies belonging to the
company concern, which reflect their combined wealth, financial and income
situation (Dékan Tamasné Orban |., 2019). This is also supported by the notes
published as part of the consolidated annual statement, the informative disclosures
of which are as follows (Fridrich et al., 2008):

e presentation of the average statistical number of workforce, wage costs and
other personnel payments of the companies fully included in the
consolidated annual report in the current year, broken down by stock group,

¢ the amount of remuneration paid at the parent company to the members of
the board of directors, management (business management) and the
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supervisory board for their activities after the business year has to be
presented, including salary costs, personal payments, amounts taken over
by the company and paid for them, on a consolidated basis by group,
including remunerations paid for activities carried out at the subsidiaries,

¢ the date, amount and maturity of the loans and advances paid by the parent
company and its subsidiaries to the members of the parent company's
board of directors, management (business management) and supervisory
board must be presented, indicating the interest rate, material conditions,
amounts repaid in the current year; guarantee obligations undertaken for
these entities,

o the fee charged by the auditor for the audit of the consolidated annual
statement for the current business year must be presented,

e Presentation of transactions (excluding transactions within the company
group) with related parties of the parent company or other entities included
in the consolidation, the disclosure of which is not specifically required by
the Accounting Act, if these transactions are essential and did not take place
under normal market conditions. In doing so, the value of the transactions,
the nature of the relationship with the related party and other information
related to the transactions that is necessary to assess the financial position
of the undertakings included in the consolidation as a whole shall be
disclosed.

2. Significance of information technology and sports companies

Numerous studies have already demonstrated the positive effects of sport on an
individual’s physical, mental, and mental condition (Fenyves et al., 2020). If we want
the population to live in a healthier way and do more sports only education and
motivation are not enough, it is very important to provide the appropriate
infrastructural background as well. People can have a wide range of choice provided
by the local sports establishments and companies and the possibilities resulting
from sport infrastructure investments. (Nagy — Tobak, 2015)

Both information technology services and sports can be considered constantly,
dynamically developing sectors, which is supported by multiple research activities.
According to the data of KSH (Central Statistical Office, 2019), in 2016 the ICT
sector in the Visegrad countries contributed to the gross domestic product of the
entire national economy in varying proportions. The sector had the largest share in
Hungary (5.8%) and the lowest in Poland (3.2%). The share of enterprises
manufacturing ICT devices was also the highest in Hungary (28%) and the lowest
in Poland (7.1%). Furthermore, it can be stated that at the end of 2017, the number
of enterprises operating in the Hungarian national economy exceeded 724
thousand, 4.7% of which were operating in the ICT sector. Between 2013 and 2017,
the number of enterprises operating in the sector increased by 6.3% on average
annually, exceeding the national average. Between 2013 and 2017, the net sales
revenue of enterprises operating in the ICT sector increased by an average of 5.7%
per year, lagging behind the growth of the total national economy, reaching 7,869
billion HUF (8.0% of the national economy revenue (KSH, 2019 ).
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Presentation of the significance of sports enterprises is presented through the article
of Bacsné et al. (2018). The average annual growth rate of the global sports market
was 7% between 2009 and 2013, which means that the growth rate of the sector
exceeds the growth rate of GDP. Household spending on sports accessories,
clothing, equipment, health and fithness amounts to 700 billion USD a year, or 1% of
global GDP. In the European Union, the direct effects of sports and the multiplier
effects (indirect and induced) together contributed 2.98% (294.36 billion EUR) to
total gross value added. The elasticity of national income in the sports sector is 1.14,
which means that if national income increases by 1%, gross value added related to
sports will increase by 1.14%. In the case of Hungary, in 2012, sports services
contributed 778 million EUR to the gross value added (Bacsné et al., 2018). On the
other hand, sports can analysed as investment in health because of the sports
positive effect on it. This way sports can save budgetary sources for one of the most
important systems operated by the states: the healthcare (Dajnoki et al., 2018;
Kémives et al., 2018; Harangi-Rékos et al., 2019; Nagy et al., 2019; Novak et al.,
2020)

Notes to the annual statement must be published and disclosed, but there is no
regulation concerning their format or composition, these properties are not
standardized at the national level. The analysis of annual statements from recent
years has been linked to XBRL (eXtensible Business Reporting Language). XBRL
has created the ability to quickly obtain financial information in a standardized
format; it is a search-support software technology and methodology that improves
the processability of reports. It stores data in a format that can be read by
computers, allowing it to be better processed and analysed (Fenyves et al., 2019).

3. Material and methods of the study

The survey database included enterprises with a company seat located in Hungary,
engaged in sports activities that designated NACE 931 (Sports activity) as their
primary activity, as well as enterprises engaged in Information Technology Services
(NACE 62) as their primary activity,. Only companies carrying out double-entry
bookkeeping and subject to Act C of 2000 on Accounting in terms of their reporting
obligations were included in the sample, which means they had to have a notes to
the annual statement. There were a total of 11,476 companies providing information
technology services, of which 8,858 had notes to the annual statements, of which
8,226 (92.87%) notes could be processed. While in the case of companies engaged
in sports activities there were a total of 1747 companies, of which 1616 companies
had notes to the annual statement, thus a total of 92.50% of companies engaged in
sports activities had notes that could be processed. Figure 1 shows the distribution
of companies preparing annual and simplified annual reports. It is clear that most of
the companies from both sectors are smaller entities as most of them (almost 80%)
prepare simplified annual statements. This type of statement is much less detailed
than the annual report, therefore their notes does not contain as much explanation
and information provisioned by law as the notes to the annual statement.
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Figure 1: Distribution of companies preparing annual and simplified annual
statements among enterprises providing information technology services and
carrying out sports activities

Source: own editing

The analysis was performed by means of various packages of the R statistical
system. Text mining was applied, to examine the extent to which the information in
the informative part of the notes to the annual statements of companies belonging
to the two types of activities meets the mandatory requirements of the Accounting
Act.

4. Comparative analysis of the informative parts of the notes to the annual
statements of companies carrying out information technology and sports
activities

The notes to the annual statement is usually divided into three main sections, a
general section, a specific section, including balance sheet and income statement-
related disclosures, and an informative part. In the scope of present research, the
informative part is examined. Explanations, information and expressions to
disclosed in the informative part of the notes to the annual statement of the
enterprises providing information technology services and carrying out sports
activities were analysed from the point of view of legal compliance.
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Figure 2: Presentation of the average number of employees among enterprises
providing information technology services and sports activities
Source: own editing

In accordance with the legal provisions of the Accounting Act, the notes to the
annual statement shall present the average statistical number of employees
employed in the current year, their wage costs and other personnel-related
payments by group, as well as wage contributions by item. To check whether these
were found in the notes to the annual statements of the companies surveyed, the
terms “average statistical number of employees” and “employees” were searched.
Based on the chart presented by Figure 2, it can be clearly seen that 15% (1216) of
the 8226 ICT companies presented the average statistical number of employees,
while 18% (1503) had presented the employees on their payroll. This proportion
almost doubled for sports enterprises; 31% (503) of their notes included the average
statistical number, while 22% (363) of the employed personnel. Nearly 20% of ICT
companies preparing annual statements and simplified annual statements
published the term, while for sports companies this proportion was around 21% and
38% for companies with annual and simplified annual statements, respectively.

According to the Accounting Act, transactions with affiliated parties the presentation
of which is not specifically provisioned in the Accounting Act, must be presented in
the notes to the financial statements if these transactions are material and did not
take place under normal market conditions. In addition, the value of long-term loans,
receivables, subordinated liabilities and short-term liabilities towards affiliated
companies, broken down into values belonging to a separate shareholding relation
also have to be presented. Additionally, the amount of the provision for liabilities to
affiliated companies and its utilization also needs to be disclosed by item, in with
especial regard to the amount of the provision for guaranteed liabilities towards
affiliated companies. To check legal compliance related to the above, term “affiliated
company” was searched for using text mining, the results of which are shown in
Figure 3. Only 25% of ICT companies, while almost half, 45% of sports companies
presented this. In the case of ICT companies, this ratio did not change among the
companies that prepared simplified annual statements, but increased to 31% in the
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case of companies with annual statements. The legal compliance of sports
businesses has remained unchanged regardless of the type of statement.
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Figure 3: Presentation of items related to affiliated enterprises among companies
providing information technology services and sports activities
Source: own editing
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Figure 4: Presentation of the disclosures concerning the supervisory board, the
board of directors and the senior executive among the companies providing
information technology services and carrying out sports activities

Source: own editing

According to the legal regulations, the amount of remuneration for the activities of
the senior executives, the members of the board of directors and the supervisory
board of the company preparing the annual report must be presented in aggregate
by group. The amount of advances and loans paid to them, the guarantees given
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on their behalf, also aggregated by group, with simultaneous notification of interest,
material other terms, amounts repaid and repayment terms, and the total amount of
pension liabilities due to them, aggregated. To check whether the above was
presented by the surveyed companies, the terms “supervisory board”, “board of
directors” and “senior executive” were searched for in the published notes to the
financial statements. The reason for the proportional difference in the case of the
three terms may be that it is likely that only items relevant to the company were
included in the statement. Thus, disclosures related to senior executives were
examined; as seen from Figure 4, 20% of ICT companies and 41% of sports
companies published this mandatory item. This ratio did not change significantly
even after examining the breakdown by type of statement.

15
Sports companies with annual statements

72
Sports companies with simplified annual statements

87
Sports companies total

ICT companies with annual statements

.
I 416
ICT companies total

0 100 200 300 400 500

ICT companies with simplified annual statements

Utilisation of after-tax profit W Utilisation of after-tax profit

Figure 5: Demonstration of the use of after-tax profit among companies providing
information technology services and carrying out sports activities
Source: own editing

By law, it is mandatory to present all assets, equity, provisions and all liabilities
(including items of accruals), as well as income and expenses for the period, profit
after tax, as well as data and textual justifications that are necessary for the
presentation of the actual wealth and financial position of the company and the
results of its operation. In addition, the amount of after-tax profit from foreign
operations and the main taxes paid abroad and the proposal for the use of after-tax
profit must also be presented. In this regard, the terms “after-tax profit” and “use of
after-tax profit”, were searched for and the research only deals with the proposed
use of after-tax profit, as it belongs to the informative explanations. The proportion
of these terms is behind the proportion of the previous expressions, since examining
Figure 5, it can be seen that approximately 5-6% of the surveyed companies
presented this mandatory element in their statement.
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Figure 6: Presentation of repurchased own shares and equity among companies
providing information technology services and carrying out sports activities
Source: own editing
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Figure 7: Presentation of environmental disclosures among companies providing
information technology services and carrying out sports activities
Source: own editing

According to the provisions of the Accounting Act, companies must publish data on
repurchased own shares and equity. The reason for acquiring own shares, and own
business shares, the number and nominal value of these shares, their ratio to the
subscribed capital, the amount of consideration paid or received in case of
repurchase or disposal of, and the total number and nominal value of shares and
business units placed at the disposal of the company directly or indirectly during the
year. Information on the acquisition of redeemable shares must be presented
separately in the notes to the annual statements. In addition, it is necessary to
present the change in the components of equity during the business year, the
reasons for these change, with especial regard to the changes in the subscribed
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capital. It shall also describe the proportion of the subscribed capital subscribed by
the parent company, subsidiary(ies), joint venture(s), associate(s) and how its
amount has changed. For this reason, the terms “repurchased own shares” and
“equity” were searched for using text mining. Examining equity, it can be seen in
Figure 6 that approximately 80-85% of the companies with two types of activities
included some form of equity in their notes to the annual statement, while 5-12% of
them disclosed their repurchased own shares in favour of sports businesses.

According to the provisions of the Accounting Act, the opening gross value of
tangible assets directly serving the protection of the environment, its increase,
decrease and closing value, separately the reclassifications, as well as the opening
value, increase, decrease, closing value of accumulated depreciation, separately
the reclassifications and the amount of depreciation for the current year.
Quantitative and value data of the opening and closing stock of hazardous waste
and environmentally harmful substances, the increase and decrease of their
quantity and value in the current year, grouped on the basis of the hazard classes
according to the relevant legislation. The amount of the provision for environmental
liabilities, future expenses for the protection of the environment in the current year
and the previous business year, as well as the amount of expenses recognized in
the current year and the previous business year related to environmental protection
and the expected value of unrecognized environmental and recovery liabilities
broken down by item. To check whether the surveyed companies presented the
above in their statement, the following terms were searched for: “environmental
protection”, “environmental obligation”, “environmentally harmful substance” and
“hazardous waste”. Hazardous waste was disclosed by approximately 40% of the
ICT companies, and 1/3 of the sports businesses. Only 21% of ICT companies and
11% of sports companies have dealt with environmentally harmful substances.
Environmental protection-related information was disclosed by 30% of the ICT
companies and 18% of sports companies in their notes to the annual statement.

5. In conclusion

It is essential for both external and internal market participants to have the
information necessary for decision-making, which, in addition to the numerical data
of the balance sheet and profit and loss account, is mostly provided by the textual
explanations, information and supplements of the notes to the annual statement. A
number of studies have already been carried out on the notes to the annual
statement, according to which it does not always comply with legal requirements
and thus does not achieve its purpose. Overall, the present research also supports
these criticisms, so that decision-making is not always well established and
increases the risk. It is important to note that during the research only the terms
were searched for with the help of text mining, their content were not examined
separately. Overall, no significant difference was found between the informative
parts of the notes to the annual statements for ICT companies and sports
companies. For both sectors, it can be said that they do not fully comply with the
requirements of the Accounting Act, as for almost every term more than half of the
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notes of the ICT and sports businesses lacked the required information or comment
to provide a reliable and true picture. This ratio could perhaps be improved if
businesses did not consider the preparation of the notes to the annual statement a
problem, but as an option.

6. Acknowledgements

,Supported BY the UNKP-19-3 New National Excellence Program of the Ministry for

Innovation and Technology”

”"(I] [Jj Hemzeti
Kivaldsdg Program

References

1.

10.

Bacsné Baba E., Fenyves V., Szabados Gy., Dajnoki K., Miiller A., Bacs Z.
(2018): A Sportagazat nemzetgazdasagi jelentéségének vizsgalata beszamolé
adatok alapjan 2014-2016-os id6szakban. Jelenkori tarsadalmi és gazdasagi
folyamatok, (2018) XllI. évfolyam, 3—4. szam, pp. 93-103.

Bocskei E.; Dékan Tamasné Orban |., Bacs, Z., Fenyves V. (2017): Az IFRS
beszamoléban rejl6 sajatossagok controlling szemléletli vizsgalata -
dontéstamogatd vezetdi szamvitel el6térbe kerllése a pénzigyi szamvitel
szabalyozasan keresztiil CONTROLLER INFO V : 4 pp. 2-8.

Bogath E. (2018): A nemzetkdzi szamviteli rendszerek harmonizacioja.
Controller Info VI. EVF. 2018. 1. SZAM, DOI: 10.24387/C1.2018.1.1 )
Dajnoki, K., Szabados, Gy. N., Kulcsar, G., Kémives, P. M., Bacsné Baba, E.
(2018): “Visszatérni vidékre” — Hallgatéi vidékképek kvalitativ megkozelitésben.
International Journal of Engineering and Management Sciences, Vol. 3, No. 5.
pp. 204-216.

Dékan Tamasné Orban I (2019): A konszolidacié folyamata az IFRS
konszolidalt beszamolot készit6 vallalkozasok esetében. International Journal of
Engineering and Management Sciences (IJEMS) Vol. 4. (2019). No. 4 DOI:
10.21791/IJEMS.2019.4 1.

Fenyves V., Bacs Z., Zéman Z., Bocskei E., Tarnéczi T. (2018): The role of the
notes to the financial statements in corporate decision-making, Corporate
Ownership & Control / Volume 15, Issue 4, Summer 2018, Continued- 1
Fenyves V., Bocskei E., Bacs Z., Zéman Z., Tarnéczi T. (2019): Analysis of the
Notes to the Financial Statement Related to Balance Sheet in Case of Hungarian
Information-Technology Service Companies. Scientific Annals of Economics
and Business, 2019, Volume XX, Issue Y, pp. 1-13.

Fenyves, V., Bacsné, Baba E., Nagy, A. (2020): K6zosségben jobb sportolni! A
debreceni Campus Sportfesztival résztvevéinek vizsgalata DEBRECENI
SZEMLE XXVIII : 1 pp. 112-126.

Fridrich P., Simon Sz., Sztan6 I. (2008): A konszolidacié modszertana, Perfekt
Kiadé, 022/2018.

Harangi-Rakos, M., Bacs, Z., Szenderak, J. (2019): A 2012-es londoni nyari
olimpia tarsadalmi hatasainak elemzése. In: Bacsné Baba, E., Miller, A. (eds.):
“Mozgéassal az egészségeért” A fizikai aktivitas jelentésége a jovo
munkavallaldinak egészségmegbrzésében. Nemzetkdzi konferencia és

The Annals of the University of Oradea. Economic Sciences
Tom XXIX 2020, Issue 1 (July 2020)
ISSN 1222-569X, elSSN 1582-5450
250



11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

University of Oradea, Faculty of Economic Sciences
Oradea University Publishing House, Oradea, Romania

workshop. Valogatott tanulmanykdtet. Debreceni Egyetem, Debrecen. pp. 161-
175.

Kardos B. (2009) Kiegészité melléklet hasznositasa. Budapesti Gazdasagi
Féiskola — Magyar Tudémany Unnepe, 2009.

Kardos P. — Toth M. (2011) A kiegészitd melléklet. Szamviteli Tanacsado,
2011/1. szdm

Kerezsi D. (2017): A kiegészit6 melléklet szerepe a piaci szerepl6k
tajékoztatasaban. Milszaki és Menedzsment Tudomanyi Kdézlemények, 2(4),
202-212. https://doi.org/10.21791/IJEMS.2017.4.17

Kémives, P. M., Szabados, Gy. N., Kulcsar, G., Bacsné Baba, E., Fenyves, V.,
Dajnoki, K. (2018): “Visszatérni vidékre”. A sport megtarté ereje. International
Journal of Engineering and Management Sciences, Vol. 3, No. 4. pp. 292-307.

Kresalek P. (2007) Beszamolasi hajlandosag és a szamviteli beszamoldk
hasznositasanak hazai gyakorlata. Budapesti Gazdasagi F&éskéla — Magyar
Tudédmany Napja, pp. 251 — 263.

KSH (2019): Az infokommunikacios szektor helyzete,
https://www.ksh.hu/docs/hun/xftp/idoszaki/ikt/ikt_szektor17.pdf

Lakatos, L. P., Kovacs, D. M., Madarasiné Szirmai, A., Mohl, G., and Rézsa, |.
(2018) Nemzetkozi Pénziigyi Beszamolasi Standardok Elmélete Es Gyakorlata.
Budapest: Magyar Konyvvizsgal6i Kamara.

Nagy, A. Sz., Szabados, Gy. N., Szenderak, J., Harangi-Rakos, M. (2019): A
Formula 1 tarsadalmi hatasainak elemzése. In: Bacsné Baba, E., Miiller, A.
(eds.): “Mozgassal az egészségért” A fizikai aktivitas jelentésége a jové
munkavallaldinak egészségmegdrzésében. Nemzetkdzi konferencia és
workshop. Valogatott tanulmanykdotet. Debreceni Egyetem, Debrecen. pp. 149-
160.

Nagy A., Tobak J., (2015): The role of sport infrastructure: use, preferences and
needs, APSTRACT: Applied Studies in Agribusiness and Commerce, vol. 9(1-
2), pages 1-6, DOI: 10.22004/ag.econ.210613

Novak, N., Kémives, P. M., Harangi-Rakos, M., Pet6, K. (2020): The role of rural
areas in the preservation of health. International Review of Applied Sciences and
Engineering, Vol. 11, No. 2. pp. 1-25.

Takacs, A., Szics, T. (2017): How Fair Value Regained Its Importance after the
Crisis: Empirical Evidence from the European Banking Sector. International
Research Journal of Finance and Economics, Issue 163, pp. 7-16.

Takacs, A., Sziics T. (2018): A valos értékelés tékepiaci értékitéletre gyakorolt
hatasa eurépai nagybankok részvényeinél. Szigma, Volume XLIX, Issue 3-4, pp.
25-39.

Zéman Z.Barczi, J (2018): Uj kihivasok - compliance - beszamolasi
rendszerekben JURA 2018 : 1 pp. 459-463.

The Annals of the University of Oradea. Economic Sciences
Tom XXIX 2020, Issue 1 (July 2020)
ISSN 1222-569X, elSSN 1582-5450
251



