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Procedures for Presenting Financial Support (Financial Aid), Donations and Gifts in Cash or in Kind of the State, Local Governments, Foreign States, the European Community, Other International Organisations and Institutions in Financial Reports
Issued pursuant to

Section 4, Paragraph two of the

Law On Annual Reports of Enterprises
1. This Regulation prescribes the procedures by which financial aid received and financial support received in another form from the State, local governments, foreign states, the European Community, other international organisations and institutions, as well as donations and gifts in cash or in kind received from natural persons and legal persons shall be presented in financial reports of an enterprise (subject of the Law On Annual Reports of Enterprises).
2. This Regulation shall not apply to State or local government investments in the fixed capital of an enterprise (also if they have been performed in relation to the State or local government investment projects for the development of infrastructure).
3. Financial reports shall reflect any financial support provided from the funds of the State, local government, foreign state, the European Community, other international organisation and institution, which expresses as the provision of economic benefits directly to the particular enterprise because it has observed in the past or will observe in the future specific conditions related to the economic activities thereof, or because this enterprise complies with specific criteria.
4. This Regulation shall not be applied, if:
4.1. the economic benefits provided by the State, local government, foreign state, the European Community, other international organisation and institution (hereinafter – economic benefits) only indirectly apply to the particular enterprise (for example, an investment of the State or local government funds into regional infrastructure shall not be deemed provision of financial support to the particular enterprise, if the relevant objects of the infrastructure are in public use and are not the property of the particular enterprise, moreover, the investment in the infrastructure of the region has not been made within the interests of the particular enterprise);
4.2. the economic benefits have been received in relation to regular economic activities of the particular enterprise and obtained, observing the commercial principles (for example, selling of goods, provision of services or performing construction work for the needs of State or local government, observing the requirements of the Law On Procurement for State or Local Government Needs, shall not be deemed provision of financial support to the enterprise);
4.3. it is not possible to perform a feasible assessment of the received economic benefits in the accounting of the enterprise (for example, the consultations received from State or local government authorities without remuneration in relation to the economic activity of the enterprise).
5. The financial aid received from the State or local government budget in the form of a direct cash payment – a subsidy for covering expenses (losses) or a grant for ensuring the fulfilment of specific State or local government functions – and the financial support, which expresses as partial or complete writing-off of tax (also mandatory State social insurance payments) debts or other debts of the enterprise to the State or local government budget, shall be included in the revenue of the accounting year when the financial aid or financial support was received.
6. The financial aid received from the State, local government, foreign state, the European Community, other international organisation and institution, which expresses as a direct cash payment, shall be indicated in the balance sheet position “Deferred Revenue of the Following Periods” respectively in the composition of long-term or short-term creditors, if in accordance with at least one of the conditions specified by the provider of the financial aid:
6.1. the money is intended for the purchase, establishment or construction of an object of long-term investments;
6.2. the money will be used only in the following accounting year (it is intended for covering of specific current expenses of the following accounting year or for ensuring the fulfilment of functions);
6.3. if the condition is not fulfilled, the money will have to be repaid in the following years.
7. The following shall also be indicated in the balance sheet position “Deferred Revenue of the Following Periods”:
7.1. the financial support, which expresses as the transfer of an object of long-term investments, with a limited term of use, established from the funds of the financial aid of the State, local government, foreign state, the European Community, other international organisation and institution in the ownership of the enterprise without remuneration or the sale thereof to the enterprise for a price, which is less than the market value thereof – according to the value indicated in the documents regarding granting of the financial support or transfer of the property rights, or if the enterprise has chosen to assess the object of fixed assets received in the form of financial support or the object of long-term financial investments in its real value – in accordance with the real value of the financial support;
7.2. the financial aid granted from the European Union Structural Funds in accordance with the approved financing procedures, which presents as repayment of expenses after the purchase, establishment of the object of long-term investments or the completion of the building project or gradually during implementation of the long-term project – on the basis of the submitted requests for repayment of funds from the Structural Funds according to the received amounts, except the case referred to in Paragraph 11 of this Regulation.
8. An enterprise may chose to assess the object of fixed assets received in the form of financial support or the object of long-term financial investments according to its real value, if:
8.1. the value of the referred to object, which is indicated in the documents regarding granting of the financial support or transfer of the ownership rights, is less than the actual value thereof;
8.2. the value of the object is not indicated in the referred to documents, but the actual value is known (it is possible to determine it in a reliable way).
9. The amount of the financial aid received or of the financial support received in any other form indicated in the balance sheet position “Deferred Revenue of the Following Periods” shall be included in the revenue of the relevant accounting years:
9.1. if the period of use of the object of long-term investments purchased, established or constructed from the money received in the form of financial aid or of the object of long-term investments received in the form of financial support is limited and:
9.1.1. if the financial aid received or the financial support received in any other form fully covers the value of the referred to object – in accordance with the amounts of depreciation of the current year and the write-off value thereof;
9.1.2. if the financial aid received or the financial support received in any other form covers only part of the value of the referred to object – in accordance with the parts of the amounts of depreciation of the current year and of the write-off value of such object, which are related to the financial aid or financial support received;
9.2. in accordance with the utilisation of this amount for covering debts of the current year or ensuring the implementation of functions in cases where the money for such purposes was received in the previous accounting year;
9.3. when conditions are fulfilled, in the event of non-fulfilment of which money has to be repaid, or gradually during implementation of the referred to conditions.
10. If a plot of land or other object of long-term investments with an unlimited period of use has been purchased from the money received in the form of financial aid or of financial support of another form, such financial support shall be included in the revenue of the accounting year when the relevant object of long-term investments is sold, except the case if it is possible to connect directly the referred to object of long-term investments with any other object of long-term investments, the period of use of which is limited. In such case the financial support may be included in the revenue gradually in the intended period of use of such another object.
11. If an enterprise receives the repayment of expenses referred to in Sub-paragraph 7.2 of this Regulation:
11.1. in the following accounting year after the calculation of the depreciation of the relevant object of long-term investments, is commenced or later, the enterprise shall initially indicate the amount received in the balance sheet position “Deferred Revenue of the Following Periods” and afterwards shall systematically include in the revenue during the remaining period of useful life of the object;
11.2. when the calculation of depreciation of the relevant object of long-term investments is completed, the amount received shall be included in the revenue of the accounting year when the loan repayment was received.
12. The amounts included in the revenue of the accounting year shall be indicated in the position “Other Revenue from Economic Activity of the Enterprise” of the profit or loss calculation or in another position of revenue, if it complies more accurately with the nature of the financial support received.
13. If in the following years after inclusion in the balance sheet of the financial aid received or the financial support received in another form it has been found that any of the conditions specified by the provider of the financial support has not been fulfilled and the financial support received has to be repaid completely or partially, then:
13.1. if the amount of the financial support received has been included in the revenue of the relevant accounting years in full amount, the amount of the financial support to be repaid shall be written-off in costs of the accounting year when it became certain that this amount will have to be repaid;
13.2. if the amount of the financial support received has been included in the balance sheet position “Deferred Revenue of the Following Periods” and has not been fully included in the revenue of the relevant accounting years, the balance of the balance sheet position “Deferred Revenue of the Following Periods” shall be used first for the writing-off of the amount of the financial support to be repaid, including only the non-covered surplus amount repaid of the financial support in the costs of the accounting year.
14. The procedures specified in regulations shall be respectively applied to donations and gifts in cash or in kind, which the enterprise has received from natural persons and legal persons.
15. If such items have been received in a donation or a gift, the value of which has not been indicated in the donation or gift contract or in another document certifying the donation or giving of such items, and the real value is not known (it is not possible to determine it in a reliable way), the relevant items may be accounted as gifts in kind (without an evaluation in terms of money), if the item of donation or gift is:
15.1. an item, the meaning of which is symbolic or the value is small and which has been received for non-commercial purposes;
15.2. used movable property, if the costs of evaluation thereof are high in comparison with the probable market price of the property;
15.3. an object, which within the meaning of the Law On Protection of Cultural Monuments might have historical, scientific, artistic or other cultural and historical value;
15.4. a wild animal within the meaning of the Animal Protection Law, which has been received for supplementing a wild animal collection.
16. If a gift item is encumbered with debts (for example, if the gift item is the whole property of the giver and the giver has not paid his or her debts, which he or she had had at the time of giving the gift), then in the accounting period when it became known regarding such encumbrance, a relevant position of savings or of debts of creditors shall be included in the amount of the debt sum in the balance sheet, and relevant costs shall be indicated in the profit or loss calculation.
17. The following information shall be provided in an annex to the annual report:
17.1. regarding the financial aid received in the accounting year, the amounts and conditions for utilisation thereof;
17.2. regarding the financial aid received in previous years, in relation to which all conditions specified by the provider of such financial aid have not been fulfilled yet;
17.3. regarding the amount to be repaid of the financial support received, if it has been found in the accounting year that any of the conditions specified by the provider of the financial support has not been fulfilled;
17.4. regarding the financial support of another form received in the accounting year (also regarding State or local government guarantee for the receipt of credit, subsidies of credit interest rates, State or local government investment in the fixed capital, extension of the term for payment of taxes);
17.5. regarding the donations and gifts received, if it is essential for the assessment of the assets, obligations, financial position and profit or loss of the enterprise.
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