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………………………………………  

  
  

HUNGART SOCIETY – PROFILE   
  

HUNGART Collecting Society of Hungarian Visual Artists was founded by private individual 

artists on the basis of Government Decree No. 146/1996.(IX.19.).    

  

The Society’s registered office is at 1055 Budapest, Falk Miksa utca 30.  

  

The government decree referred to stipulates that only registered societies incorporated on the basis 

of Articles 61-64 of the Civil Code may manage copyright and related rights in a non-profit manner.   

The Budapest Metropolitan Court registered the Society under serial no. 7375 by adopting ruling 

no. 01.Pk.61344/1996/2, which became final on 27 February 1997.   

Based on Decree No. 5/1997. (II.12.) of the Minister of Culture and Public Education, the Minister 

of Culture and Public Education registered HUNGART Collecting Society of Hungarian Visual 

Artists as a collecting society through passing a resolution on 19 April 1997.      

  

The objective of the Society is to provide enhanced protection for the copyright of its members – 

artists of fine arts, applied arts and photography – and their legal successors, i.e. copyright holders 

in both Hungary and abroad.   

  

The Society operated as a public-benefit corporation between 2000 and 2005. At its meeting on 23 

May 2006, the members of the Society decided to dissolve the company arguing that though the 

activity of the Society regarding its purpose met the requirements set forth in Act CLVI of 1997 on 

Public-Purpose Organisations, its classification as a public-benefit organisation had not bring the 

Society any major benefit. The Budapest Metropolitan Court cancelled the publicbenefit status of 

the Society in its ruling no. 16.pk.61.344/1996/9 dated 5 June 2006, which became final on 28 July 

2006.  

The activities of the Society are governed by Articles 85-92 of Chapter XII of Act LXXXVI of 

1999 on the Protection of Copyright. Besides managing copyright and related rights as its core 

activity regarding its purpose, the Society also provides support for partner organisations of arts 

and helps improve the living conditions of artists on need.  

    

The Society has no initial equity. Operating costs were covered by a certain (2014: net 25%, from 

2014 H2: 22% and 15%) proportion of the management fee determined in the Distribution 

Regulations of the collected royalties and contributions.   

HUNGART has not been engaged in a for-profit activity ever since its inception.   

  

The main decision-making body of the Society is the delegates’ meeting. The activity of the Society 

is overseen by an executive board comprising eight members. The chairperson and the two deputy 

chairpersons are elected from among the members. The legal compliance of HUNGART’s 

operation and business management is checked by a supervisory board comprising three members.  

Responsibility for the day-to-day management of the Society lies with the employees of the Society. 

Tasks where standard employment is not reasonable are outsourced to outside contracted 

organisations and agents.  
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The members of the organisation providing accounting services for the Society are all chartered 

accountants and certified auditors.   

The annual accounts of HUNGART Society are audited by GG PLUS Kft. (registration number: 

000141) and the responsible auditor is Éva Gampel (CoHA (Chamber of Hungarian Auditors) 

number: 004681).  

THE ACCOUNTING POLICIES APPLIED  

  

The balance sheet date is the last day of March in the year immediately following the reporting year 

because this is the very date the reasonableness of which has been underpinned by experience 

gathered over the past years. This is the very date that enables us to account for the economic events 

that affect the reporting year in question and become known to us between 31 December and the 

balance sheet date.  

The Society uses the double entry method to keep its books and has designed its chart of accounts 

in accordance with the recommendations published in financial and accounting publications. Based 

on Article 89(13) of the Act on the Protection of Copyright, with effect from 2012, collecting 

societies are required to prepare annual accounts rather than a simplified report, which was the case 

before.   

Pursuant to Article 89(12) of said Act, they are also required to comply with the provisions of Act 

CLXXV of 2011 on the Right of Association, Non-profit Status, and the Operation and Funding of 

Civil Society Organisations, with special regard to their public-benefit status.  

Accordingly, we had to made some adjustments and alignments in order to be able to comply with 

Government Decrees nos. 224/2000. (XII.24.) and 342/2011. (XII.29.) governing the reporting 

obligations of civil society organisations and based on the Accounting Act as well as Government 

Decree no. 350/2011. (XII. 30.) Certain Issues of CSO Financial Management, Fundraising and 

Public Benefit Status.  

  

In preparing its annual accounts, HUNGART Collecting Society of Hungarian Visual Artists 

followed and complied with the basic accounting principles bearing the requirement of providing 

a true and fair picture in mind. Neither a tax authority audit nor self-revision covering the previous 

years occurred.  

During the preparation of the accounts we made a few changes to the valuation methods 

compared with those applied in the previous year. A detailed discussion of such changes will 

follow later.   

The comparability of data as stipulated in the Accounting Act is ensured only in part.  

The materiality and significance of the items pertaining to the business management and the annual 

accounts of the Society are governed by the Accounting Act.  

The revenues of the Society comprise all income realised in the reporting year that is linked to its 

core and for-business activities, including grants; costs comprise the direct costs of its core and for-

business activities and operating costs.  

  

Fixed assets, tangible assets and intangible assets are measured at a net value in the balance sheet. 

Historical cost is the cost of purchase comprised of all the costs incurred before capitalisation and 

allocated specifically to the asset in question.   

Depreciation is recognised with the straight line method on the basis of the expected lifetime of the 

asset concerned, at the rate specified in the Corporate Tax Act and in proportion with the number 

of the days it has been in use. Assets with a historical cost of below HUF 100,000 are fully 

depreciated in a single sum when they are first put into use.  

Inventories are stated at their actual cost of conversion.  
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We recognise the securities we purchase as fixed assets only if they are not expected to be sold 

within one year. If securities recorded as fixed assets are sold before the balance sheet date, they 

are stated as current assets in the balance sheet.  

When sold, securities are derecognised with the FIFO (First In First Out) method, i.e. we recognised 

the securities that we have been holding for the longest period of time. The carrying value of 

interest-bearing securities is stated net of the interest paid upon purchase, i.e. interest-bearing 

securities must be stated at their nominal value.   

The Society accounts for accruals and deferrals in accordance with the general requirements of the 

Accounting Act and the Supervisory Authority.   

The assets and liabilities not highlighted above are also measured and stated in the balance sheet in 

accordance with the general stipulations of the Accounting Act.  

Pursuant to the Accounting Act (Act C of 2000) and the government decree referred to, the Society 

has defined its accounting policy and the related inventorying, scrapping, cash management and 

valuation policies.   

  

SUPERVISORY REPORT AND CHANGES IN THE ACCOUNTING POLICY  

  

In spring 2014, the National Office for Intellectual Property supervising collecting companies, 

relying on a study by PWC, recommended that a uniform supervisory report be introduced and that 

accounting records be more detailed, which affected the accounting policies of collecting 

companies. The relevant draft documents were finalised after a number of rounds of discussions 

and their adoption was prescribed as mandatory.  

Changes affected mainly the recognition of royalties not only with regard to income and expenses 

but also their entry into the books.       

Pursuant to the final decision, modifications affecting the accounting policy are to be first applied 

with effect from 1 January 2015 and those affecting reporting in the 2014 annual accounts, with 

special regard to the supervisory report to be prepared in addition to the standard balance sheet. 

The changes approved and adopted during the year made us rethink and alter the practice applied 

before, because in order to be able to comply with the changes effective from 2015, we had to 

modify the practice we had had in place before already in the reporting year.  

  

The supervisory authority stipulated that HUNGART only account for financially cleared royalties 

in the reporting year. Royalties which affect the reporting year, but which are actually paid only at 

the beginning the following year and which are accrued and deferred in keeping with the 

Accounting Act must be stated when they are financially cleared.   

As the Society received royalties from other collecting societies (subsequent to distribution) and 

royalties on the Q4 sale of fine arts until the end of March of the year immediately following the 

reporting year, we set an earlier date for the closing of the balance sheet.  

Accordingly, we could not recognise HUF 111,857,000 in revenues in 2014 including HUF 54.6 

million from Artisjus for blank carriers and cable, HUF 28.7 million for reprography, HUF 19.2 in 

resale rights for 2014 Q4 and HUF 4.5 million in broadcasting rights. These items would have 

accounted for 50% of our income. Accrued and deferred items amounted to HUF 92.5 million in 

2013.  

The authority also objected to our practice according to which we do not recognise in the reporting 

year concerned all the relevant royalties which are due on the income received and to which the 

right holders are entitled as expenses only those that are incurred as actual costs irrespective of the 

fact that such amounts cannot be paid in the majority of the cases because of the absence of the 

conditions for doing so.   
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Failure to account for income and the statement of expenses on royalties combined to incur HUF 

132 million in losses in the reporting year. Income that could not be recognised also gave rise to a 

situation where management fee income due to us did not cover operating costs.  

We will have to state royalties stated earlier as accrued and deferred liabilities and expected to be 

disbursed in the following year as current liabilities. We keep records of royalties and their sources 

for the past five years and when the relevant time bar no longer applies we redistribute them.   

In order for the entire amount of our royalty liability as stated in the records could be presented in 

the balance sheet, HUF 218 million in long-term royalty liability had to be stated against equity.  

Recognition against changes in equity is substantiated by the fact that no objection has been raised 

against the annual accounts also approved by the supervisory authority.  

To sum up, except for operating expenses, the data in the annual accounts for the reporting year 

cannot be compared with data on the previous years.  

  

Finally, trends in administrative obligations related to collective rights management should be 

mentioned. The announced reduction in administrative burdens has failed to materialise. On the 

contrary: they have increased. The preparation of statements using various approaches and offering 

varying depths is rather time consuming and labour intensive and fails to facilitate day-to-day 

collective rights management.  

  

THE GENERAL BUSINESS AND LEGAL ENVIRONMENT OF COLLECTIVE RIGHTS 

MANAGEMENT  

  

The impact of the financial crisis and the social crisis in its wake, which has subsided somewhat in 

the past four years, can still be felt in collective rights management. Income from primary royalties 

has fallen by approx. 40% since the year following the onset of the crisis and past years’ income of 

HUF 75 to 80 million can be considered as stable. Regarding the share of the components of 

income, the proportion of primary (directly collected) royalties and that of secondary royalties 

(received for distribution) is now roughly equal.  

    

The poor payment practices of arts galleries, particularly some major arts dealers, have been making 

the Society’s collective rights management activity for years now. Despite payment demands sent 

in quick succession they fail to comply with their payment obligations or they only comply with a 

significant delay. Often suits have to be brought against them so that they can be made to deliver 

on their promise to pay.    

Actions filed against galleries that either fail to pay at all or are regularly in arrears mostly work 

because as soon as they receive formal notification, they seem to respond relatively quickly.  

Regarding unpaid royalties, we expect long-drawn-out litigation. In 2014, as a result of the 

enforcement proceedings that followed litigation. A total of HUF 8.2 million in interest was paid 

on a total of HUF 14.9 million in principal debt; the royalties concerned were accounted for and 

processed.  

Thanks to solid legal work, the litigated amount is approx. HUF 5 million. However, in some cases, 

the litigated amount could not be established because the galleries concerned had failed to provide 

the necessary data.  

  

The regulatory environment of collective rights management has not become less complex, more 

straightforward or more supported either.  

Pursuant to the amended Copyright Protection Act, with effect from 2012, only 4% can be charged 

in royalties on the sale of fine arts compared with the 5% applied before. Decrease amounts to 20%.  
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During the 2014 budgeting, we factored in a 25% management fee because, according to the 

supervisory authority’s position interest from investments cannot be used to cover operating costs. 

This stance was modified during the year, so we reverted to 22% for primary royalties.     

Annual HUF 110 to 120 million disbursed to right holders compared to income provides ample 

evidence for the Society’s effective operation in this respect.  

27% in health care contribution deducted from disbursed royalties does not serve the interest of 

right holders, therefore, in order to counterbalance health care contribution, we introduced the case-

based recognition of the management fee.    

The regulatory reporting obligation mentioned above and the EU regulations to enter into force in 

2016 have led to an increase in administrative and data reporting burdens.  

  

As a certain portion of secondary royalties has to be transferred to the National Cultural Fund, the 

amount of the Society’s funds available for direct support for artists has decreased.   

The now traditional scholarship (stipend) programme launched in 1998 was set back already in 

2012 because HUNGART had to transfer the amount earmarked for it to the Natural Cultural Fund, 

which, however, failed to award any scholarship. 7% of the royalties received for secondary 

distribution and earmarked for cultural purposes and 12.5% of royalties not yet disbursed and 

redistributed have to be transferred to the Natural Cultural Fund. Available resources dwindled 

further in 2013 and 2014 because, owing to an intra-year change in the applicable legal regulations, 

the Society was only entitled to a 25% less amount from secondary royalties (reprography, blank 

carriers and cable television). The fate of the transferred amounts cannot be kept track of in a 

transparent manner because, no matter what cultural purposes they might have served, the amounts 

granted from the shared fund to the area that has generated the resources cannot be checked.   

The National Cultural Fund provides no data or information on the use of such moneys.  

  

  

A SUMMARY OF THE BUSINESS OPERATION OF THE SOCIETY AND AN ANALYSIS 

OF THE DATA IN THE ACCOUNTS  

  

The balance sheet loss on the Society’s operation amounted to HUF 132 million, which is the 

outcome of the cash accounting-based recognition of royalties.   

  

COLLECTIVE RIGHTS MANAGEMENT  

  

Royalty revenues varied by royalty type. The reason for the low totals for 2014 is that, owing to the 

cash accounting basis of the recognition of royalties, we did not recognise any royalty received in 

the first quarter of the following year (2015).   

There was only a 10% decrease in revenues from resale rights and contributions, the underlying 

reason being the recovery subsequent to litigation of the amounts that had been in arrears for years 

before. Increase in licensing revenues was attributable litigation and licensing related to 2 to 3 

major exhibitions of fine arts. We disclose 2014 data on blank carriers, cable broadcasting and 

reprography in a separate column (along with other royalty tariffs) for the purpose of information.  

   

Gross sales revenues in a breakdown by royalty type (including management fee) (all data in HUF 

thousand):   

  

  2011  2012  2013  2014  /2015/  
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- 4-5 % resale right  58,570  54,550  59,139  53,066  /19,259  

(Of which contributions)  (15,205)  (25,202)  (28,336)  (25,452)  (5,838)  

Licensing (reproduction)  7,563  9,645  8,718  16,396  /1,010  

Broadcasting royalties  12,072  12,000  12,684  8,450  /4,449  

Blank carriers, cable  40,620  50,394  41,426  0  /54,681  

Reprography fees  37,425  34,951  27,702  0  /28,725  

Royalties from abroad  6,980  8,324  7,980  8,287  /1,678  

 

Total:  163,230  169,864  157,649  86,199  /109,802 Breakdown of royalty 

disbursements:  

  

  2011  2012  2013  2014  

 

Individual royalties  98,788  93,338  90,277  92,413  

National organisations  3,686  11,145  5,964  6,931  

Partner organisations abroad  8,133  13,452  13,344  21,167  

 

Total  110,607  117,936  109,585  120,511  

          

Number of individual copy- 859 persons 605 persons 637 persons 643 persons right holders  

  

Of the royalties disbursed in the reporting year, HUF 34,536,000 was received in 2014. 75% of the 

secondary royalties paid in the previous year and distributed in the reporting year and the royalties 

redistributed in accordance with the applicable statutory requirement and disbursed after the lapse 

of the 5-year time bar amounted to HUF 44,605,000 and HUF 22,605,000, respectively. HUF 

19,051,000 was disbursed from the royalties collected in the previous year, the underlying reason 

being that right holders had been identified.  

Some right holders fail to send us the tax declaration or, in the case of foreign nationals, a certificate 

of tax residency needed for the disbursement despite a number of notifications to that effect.  

As a result, we cannot make any disbursement.   

(Detailed data on the recognition of royalties are contained in annex 1 to the profit and loss 

accounts.)  

  

Grants policy  

  

According to the approved grants policy of the Society, the executive board authorised the 

publication of 3 monographs and reprint of another 3 monographs in its decision made in May 

2014. The high quality prestigious books presenting the artists receiving a grant (stipend) for 

creative work were published in October, with the number of the books presenting contemporary 

artists rising to 26.  

We realised HUF 519,000 in income from the books published so far in the reporting year. The 

main goal of publishing books is to present the results of support for arts and creation rather than 

realise a sizeable increase in the income of the Society. Preparations for the publication of the books 

slated for 2015 have commenced. This year we are planning to publish five monographs, for which 

we have earmarked the necessary resources.  

We transferred the National Cultural Fund in each of 2012, 2013 and 2014 HUF 8,718,000, HUF 

11,120,000 and HUF 9,273,000, respectively. These amounts could have funded the applications 

for grants in those years.  
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The executive committee approved HUF 5,147,000 to support arts organisations and HUF 

5,031,000 for social purposes using the allocation set aside for community purposes. (The amounts 

approved and utilised for community purposes in 2014 are shown in an itemised manner in annex 

2 to the profit and loss account.    

  

OPERATING BUDGET  

   

We present compliance with the 2014 operating budget of HUNGART in annex 1. We also present 

trends in costs as shown in account group 5 of the general ledger. Income available for financing 

operating costs fell behind planned figures by HUF 25 million owing to changes in accounting. In 

the budgeting phase and when the budget was approved, the need for changes was not known yet. 

We estimated income at HUF 50,660,000 as a basis for our calculations and if we compare that 

with the actual amount of expenses (HUF 50,984,000), what we see is that our budget reached a 

break even level.   

The total amount of operating costs exceeded what had been budgeted by slightly over 1%. Staff 

costs were HUF 913,000, while lower and raw materials and consumables HUF 191,000 higher. 

HUF 1,046,000 was spent on asset purchases owing to the unreliable operation of two computers.  

The management fee due on allocations for community purposes and also accounted for as income 

amounted to HUF 10,203,000.  

What with the adoption of case-based management fees, health care contribution in the amount of 

13,670,000 no longer meant loss as recognised income counterbalanced health care contribution 

liability.  

Regarding sources of financing, as at the end of the year the value invested into T-bills stood at 

HUF 332 million (redemption value: HUF 336 million). Balances and cash amounted to HUF 12.4 

million. These assets covered the amount of the royalties recorded but not yet paid, the current 

liabilities (accounts payable, taxes and contributions) stated at the year-end closing as well as the 

costs recorded as accrued and deferred liabilities due on the reporting year.  

  

Key expense items  Audit fee for 2014  HUF 360,000  

      

SZTNH supervisory fee  Royalties and contribution  HUF 58,201,012  

  Monographs  HUF 518,975  

  Invoiced management fee  HUF 46,084,473  

  Management fee due on distribution  HUF 6,058,320  

  Royalties from abroad  HUF 8,287,317  

  Other  HUF 6,663,594  

  Financial income  HUF 7,501,403  

 

  Total:  HUF 133,315,094 *  

0.3%= HUF 399,945  

  

DETAILED PRESENTATION OF THE FINANCIAL DATA IN THE 

ACCOUNTING REPORT  

    

1.1 Changes in balance sheet data    
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  HUF 1,000  
Previous period  

Reporting 

period  
Absolute 

changes  

   ASSETS           

01.  A. Fixed assets  402,569  412,711  10,142  

02.  I. Intangible assets  2,247  1,354  - 893  

10.  II. Tangible assets  101,846  97,943  -3,903  

18.  III. Financial fixed assets  298,476  313,414  14,938  

27.  B. Current assets  83,298  81,264  -2,034  

28.  I. Inventories  35,038  44,436  9,398  

35.  II. Accounts receivable  3,862  4,471  609  

43.  III. Securities  23,537  20,000  -3,537  

49.  IV. Liquid assets  20,861  12,357  -8,504  

52.  C. Accrued and deferred assets  100,178  1,921  -98,257  

56.  TOTAL ASSETS  586,045  495,896  -90,149  

   LIABILITIES           

57.  D. Equity  486,036  136,383  -349,653  

58.  I. Registered capital  0  0  0  

60.  II. Subscribed capital unpaid (-)  0  0  0  

61.  III. Capital reserves  486,036  268,213  -217,823  

62.  IV. Retained earnings  0  0  0  

63.  V. Committed reserves  0  0  0  

64.  VI. Valuation reserves  0  0  0  

67.  VII. B/S profit/loss  0  -131,830  -131,830  

68.  E. Provisions  0  0  0  

72.  F. Liabilities  6,034  343,887  337,853  

73.  I. Subordinated liabilities  0  0  0  

77.  II. Long-term liabilities  0  217,824  217,824  

86.  III. Current liabilities  6,034  126,063  120,029  

98.  G. Accrued and deferred liabilities  93,975  15,626  -78,349  

102.  TOTAL LIABILITIES  
586,045  495,896  -90,149  

  

ASSETS  

  

We stated the real property purchased and renovated at SunPalace at net HUF 93,407,000 in the 

balance sheet. The residual value of a passenger car stood at HUF 629,000 as at year-end. The 
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Society’s net tangible assets (movables, computers, telephones, fax machines, office furniture and 

upgraded work stations) amounted to HUF 3,907,000 as at year-end.   

The value measured as at year-end of the software running on computers was HUF 1,354,000. The 

investment chart reveals that only 2 computers and 4 low value assets and programmes were 

purchased (Annex 2: Assets and depreciation).  

The T-bills which, according to the information available as at balance sheet closing date, were not 

expected to be redeemed in the following year were stated as fixed assets.  

  

The production cost (HUF 44,436,000) of HUNGART books was stated for each set separately.  

Organisations settled royalty debts in the amount of HUF 4,037,000 early 2015. Other receivables 

comprised royalty overpayment in the amount of HUF 107,000 and advance payment on litigation 

costs in the amount of HUF 327,000.     

Of the temporarily freely available liquid assets, the current assets invested into T-bills, which we 

redeemed in January because of the anticipated disbursements, amounted to HUF 20 million.   The 

closing balance of bank accounts (Budapest Bank and a securities account) amounted to HUF 

12,285,000. Cash turnover is limited to the absolute minimum, with the closing balance of petty 

cash standing at HUF 72,870.   

  

Pre-paid costs were stated in accordance with the applicable legal requirements. Items of such costs 

comprised insurance premium for the coming period, programme updates and travel passes).   

Regarding accrued and deferred income, time-proportionate interest on T-bills amounted to HUF 

1,822,000.   

  

  

LIABILITIES  

  

Long-term royalty liability  

  

HUF 217,824,000  

Current liabilities in detail    

    Royalties to national organisations /invoice  HUF 120,000  

    Domestic accounts payable (suppliers)/ 2 invoices  HUF 1,016,000  

    Foreign organisation membership fee   HUF 726,000  

    VAT payable in December   HUF 1,013,000  

    PIT payable in December   HUF 1,258,000  

    Royalties, health insurance contribution payable in December  HUF 1,769,000  

    Social insurance liability payable in December   HUF 580,000  

    Company car, Q4  HUF 27,000  

    Self-revision surcharge  HUF 6,000  

    Royalties carried over for disbursement  HUF 512,000  

    Royalties payable within 1 year  HUF 119,036,000  

      

      

Items of accrued and deferred liabilities:   

- Public utilities and telephone bills due in December   HUF 116,000  

- Mail and courier services   HUF 28,000  

- Legal fees payable in December  HUF 640,000  

- Audit fee for 2014  HUF 360,000  

- Late payment penalty interest  HUF 3,000  
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- Supervisory fee for 2014  HUF 400,000   

  

We state the management fee on broadcasting royalties and contributions received, but not yet 

distributed (HUF 1,859,000, HUF 5,983,000) and the management fee on resale rights and licensing 

distributed, but not yet disbursed (HUF 4,054,000 and HUF 2,182,000) as accrued and deferred 

liabilities in order to comply with the stipulated reporting obligations.  

  

  

1.2 Changes in the data of the profit and loss account  

  

  HUF 1,000  
Previous 

period  
Reporting 

period  
Changes in 

%  

I.  Net sales revenues  201,008  119,150  -40.72  

II.  Own performance capitalised  0  0  0.00  

III.  Other income  592  6,664  1,025.68  

IV.  Raw materials and consumables  46,580  94,006  101.82  

V.  Staff costs  125,674  127,474  1.43  

VI.  Depreciation  5,952  5,843  -1.83  

VII.  Other expenses  38,338  37,726  -1.60  

A.  OPERATING PROFIT (LOSS)  -14,944  -139,235  -831.71  

VIII.  Income from financial operations  14,944  7,501  -49.86  

IX.  Expenses on financial operations  15  96  540.00  

B.  PROFIT/LOSS FROM FINANCIAL OPERATIONS  14,944  7,405  -50.45  

C.  ORDINARY PROFIT/LOSS  0  -131,830  -100.00  

X.  Extraordinary income  1,500  0  100.00  

XI.  Extraordinary expenses  1,500  0  100.00  

D.  EXTRAORDINARY PROFIT/LOSS  0  0  0.00  

E.  PRE-TAX PROFIT  0  -131,830  0.00  

XII.  Tax liability  0  0  0.00  

F.  PROFIT AFTER TAX  0  -131,830  -100.00  

G.  BALANCE SHEET PROFIT/LOSS  0  -131,830  -100.00  

  

  

  

Other income comprises late payment penalty interest (less management fee) in the amount of HUF 

6,177,000 paid by galleries and distributed among the right holders who suffered delays in receiving 

their rightful royalties, the reimbursement of litigation costs in the amount of HUF 462,000 and the 

refund of a comprehensive liability insurance (CASCO) premium in the amount of HUF 25,000.  



HUNGART Society Notes to the 2014 Annual Accounts   Page: 12  

Regarding financial income, interest on T-bills for investment purposes and interest paid by banks 

amounted to HUF 7,428,000 and HUF 67,000, respectively. Foreign exchange rate fluctuations 

generated foreign exchange rate gains on FX transfers in the amount of HUF 6,000. However, the 

same also incurred recognised losses in the amount of HUF 96,000.  

  

Other expenses comprise HUF 19,452,000 in grants (see annex 2 to the profit and loss account), 

management fee on distributed royalties in the amount of HUF 10,907,000 (also stated as income), 

the stock value difference of monographs in the amount of HUF 7,226,000, vehicle tax in the 

amount of HUF 132,000 and late payment penalty paid in the amount of HUF 9,000.  

  

  

Annex 1 to the profit and loss account contains developments in royalty disbursements. Royalties 

paid to organisations and mediated services, raw materials and consumables and individual 

royalties are stated as staff costs (PTI and health care contributions deducted) despite the fact that 

mediated services were also supplied in these cases. For the sake of transparency, royalty items are 

highlighted in the corresponding rows of the profit and loss account.  

  

    

In what follows we present changes in the composition of key balance sheet items and 

developments in a few financial indicators which are used mainly in the private sector, but 

which are also meaningful in the context of the business management of the Society.  

  

  

1.3 Key balance sheet items   

  

Composition of liabilities and changes therein  

  

Liability  Previous period 

HUF thousand  Reporting period 

HUF thousand  

Equity  486,036  136,383  

Equity/Subscribed Capital  0  0  

Subscribed capital unpaid  0  0  

Changes in capital  486,036  268,213  

Committed reserves  0  0  

Valuation reserves  0  0  

B/S profit from/loss on core activity  0  - 131,830  

Provisions  0  0  

Liabilities  6,034  343,887  

Subordinated liabilities  0  0  

Long-term liabilities  0  217,824  
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Of current liabilities, accounts payable  69  1,862  

Of current liabilities, other/taxes  4,078  4,652  

Of current liabilities, royalties  1,887  1,190,549  

Accrued and deferred liabilities  93,975  15,626  

TOTAL LIABILITIES  586,045  495,896  

  

  

The introduction of supervisory reporting and the related new aspects pertaining to accounting 

policies led to major rearrangements on the liabilities side of the balance sheet in addition to the 

changes in the profit and loss account in the reporting year (the cash accounting approach) which 

affected to the accrual and deferral of income on the asset side.  

As has been mentioned, the approach that treats royalties which are due on the reporting year, to 

which right holders are entitled and which are expected to be disbursed as expenses did not approve 

the Society’s application of accruals and deferrals, therefore, we had to state them as current 

liabilities.  

Regarding disbursements, according to the principles of measurement set forth in the Accounting 

Act and in our opinion, royalties due over one year and surrounded by uncertainties as to their 

disbursement should be treated as long-term liabilities, therefore, we stated them as such. Having 

regard to the fact that we treated them as liabilities in addition to balance sheet liabilities, owing to 

the uncertainties as to their disbursement and the fact that they cannot be incurred as actual expenses 

in the reporting year, in keeping with the new expected method of valuation, data in the subledger 

had to be included in the general ledger. Our solution to that was the simultaneous treatment of 

equity and liabilities. This, in turn, led to a decrease in the value of changes in equity and an increase 

in liabilities.  

Changes on the liabilities side, particularly, in the components of equity (i.e. overall a decrease in 

it) entailed rearranging the presentation of liabilities without affecting the perception of 

HUNGART’s economic or financial position adversely. All the less so, as royalty data on record 

were known. Furthermore, loyalties are always sufficiently covered.  

  

  

  

1.4 Equity position  

  

Availability of fixed assets  

The net value (the degree of the usability) of tangible and intangible assets  accounted for 71.8% of the 
gross value and 68.1% in the reporting year.  Within that, the net shares of office machines and equipment 
have been 25.4% and 16.9% respectively over the past 2 years.  

Coverage for fixed asset   

Owing to the reallocation of funds, internal funds exceeding the amount of equity were used to cover the 
closing portfolio of fixed assets in both years: 120.7% in the previous year and 33% in the reporting year.  

Capitalisation  

HUNGART Society’s equity-to-total liabilities ratios were 82.9% in the previous year and 27.5% in the 
reporting year. Reallocation pushed capitalisation in the direction of external liabilities.  

Capital structure indicators  

Liabilities accounted for 1.2 % of equity in the previous year and 252.12% in the reporting year  
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Trends in liabilities  

Compared with the previous year, the liabilities of HUNGART Society grew by HUF 337,853,000. Within 
that, the share of current liabilities is 36.7%. Simultaneously, accrued and deferred liabilities dropped 
significantly.  

  

1.5. Liquidity and solvency  

Acid test ratio  

Acid test ratio reflecting short-term liquidity (the ratio of the combined value of receivables, securities and 
cash to current liabilities) was 8.00 in the previous year and 0.29 in the reporting year.  

Ratio of liquid assets  

The share of assets affecting short term liquidity in total assets was 8.2% in the previous year and 7.4% in 
the reporting year.   

Long-term liquidity  

Long-term liquidity (the ratio of current assets to liabilities) was 6.31 in the previous year and 0.24 in the 
reporting year.  

Liabilities and liquid assets  

As at balance sheet date liquid assets (receivables, securities and cash) fully covered liabilities.  

Liabilities and revenues  

If all the liabilities were cleared exclusively by sales revenues, such would require 11 days’ income.  

1.6 Cash flow  

  Description HUF 1,000  Previous year  Reporting year  

I.  Operating cash flow (Rows 1-13)  5,026  7,480  

1  Profit before tax (+-)  0  -131,830  

2  Depreciation charge recognised (+)  5,952  5,952  

3  Recognised impairment and reversal (-)  0  0  

4  Difference between generated and released provisions (+-)  0  0  

5  Gains (+) or losses (-) on the sale of fixed assets   0  0  

6  Changes in accounts payable (+-)  -1,282  1,793  

7  Changes in other current liabilities (+-)  -7,632  118,236  

8  Changes in accrued and deferred liabilities (+-)  -14,305  -78,349  

9  Changes in accounts payable (+-)  4,356  -448  

10  Changes in current assets (less accounts receivable and liquid assets) (+- 
)  -7,830  -6,022  

11  Changes in accrued and deferred assets (+-)  25,767  98,257  

12  Taxes paid or payable (on profits) (-)  0  0  

13  Dividends/profit-sharing paid or payable (-)  0  0  

II.  Cash flow from investing Rows 14-16  -19,519  -15,985  
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14  Fixed asset acquisition (-)  -19,519  -15,985  

15  Fixed asset disposal (+)  0  0  

16  Dividends/profit-sharing received (+)  0  0  

III.  Cash flow from financing activities Rows 17-27  0  1  

17  Income from the issue or redemption of shares (+)  0  -217,823  

18  Income from the issue of bonds and debt securities (+)  0  0  

19  Borrowings of credit and loans (+)  0  0  

20  Cancellation, termination and redemption of long-term loans granted and 

bank deposits  0  0  

21  Liquid assets received free of charge (+)  0  0  

22  Redemption of shares, capital withdrawal (reduction) (-)  0  0  

23  Repayment of bonds and long-term debt securities (-)  0  0  

24  Credit and loan repayment (-)  0  0  

25  Reduction in long-term loans granted and bank deposits (-)  0  0  

26  Liquid assets transferred free of charge (-)  0  0  

27  Changes in payables to founders and in other long-term liabilities (+-)  0  217,824  

IV.  Changes in liquid assets (Rows I+II+III)  -14,495  -8,504  

  

Budapest, 15 May 2015  

  

Compiled by Ferenc Holocsi CoHA registration number: 03419  

  

   TECHNICAL TRANSLATION  

Prepared by the Hungarian Office  
A HITELES FORDÍTÁS KULCSA  for Translation and Attestation Ltd. This 

translation shall in no way replace attested 

translation.  

  


