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Comparative Analysis of Czech
Accounting with International

Regulation from SMEs Perspectivé
Jiri STROUHAL — Marie PASEKOVA-

*kk

LibuSe MULLEROVA

Introduction

The tightening of professional accounting standaedsl the
proliferation of extensive and complex accountinggnouncements
governing financial reporting have added complezitito the
preparation of financial statements and have furéxacerbated their
financial reporting problem. The biggest obstadeekistence of 27
different systems of accounting within the Europ&kmmon, which have
to be harmonized. The question about whether or ammounting
standards should apply equally to large and snaetipanies has been
the subject of much debate and concern by accoemtaodies in many
countries (Maingot and Zeghal, 2006) and has beckmosvn as the
“Big GAAP/Little GAAP” debate (Collis et al., 2001)

Size is an important determinant for accountindedéntiation. The
empirical research studies leaving still a considkr gap of ignorance
about the influence of an entity's size on the tadiés of its
representatives and its stakeholders with regarthémcial reporting.
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Some studies have concentrated on the particesrdaf SMEs with
regard to the objectives, purposes and users ahdial statements of
SMEs. Those are, e.g. (Abdel-Khalik, 1983; Barkedl &loonan, 1996;
Carsberg et al., 1985; Collis and Jarvis, 2000;ePd®84; Pratten,
1998). Other studies focused on the attitudes atth\or of SMEs
with regard to financial statements’ publicatiordaudit (Collis et al.,
2004).

However, the arguments for differential reportingem to be
stronger the important argument now appears tomdtewhether this is
an appropriate approach but rather how accountemdards for large
entities and SMEs should differ (Eirle, 2005). lushbe decided what
criteria will be used for distinguishing differestasses of reporting
entities and these should reflect cost/benefit icemations (Eirle,
2005).

Specific accounting standards created for a cayegbenterprises
that is so difficult and subjective to define ardentify might be
ineffective, difficult to interpret and also, diffilt to regulate and to
maintain (Evans et al., 2005).

One the main arguments for extending IFRS impleatent to
SMESs’ accounts is that global financial reportirignslard (if applied
consistently) will enhance international compaigpil and
understandability (Pacter, 2004), as well as, tansparency and
accountability of SMEs accounting reports (Evanalgt2005). Greater
information relevance, which is also beneficial foanagement and
market efficiency are other suggested benefits $0MEs by the
extension of IFRS (Marten et al., 2002).

IASB finalized in 2009 its effort on the wider spd of
international accounting standardization issuingndrenew standard
IFRS for Small and Medium-Sized Entities (IFRS ®MES). This
standard in fact brought a lot of positive and oeable simplification
of rules from “full IFRS” for the necessities of $Mbusinesses.
However it is necessary to state that certain “fERS” requirements
were not simplified or superseded, but only shatiehis leads to the
worse understandability of this standard among SMEise to this
reason can be stated that IFRS for SMEs is still required as a
reporting framework within lots of countries or kit European Union.

IFRS for SMEs defines “small and medium-sized qmises” as
entities that do not have public accountabilityd goublish general
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purpose financial statements for external usergrjentity has some
form of accountability, if only to its owners andhet local tax
authorities. Note that size is not the determinfagtor as to which
entitles can use the IFRS for SMEs — the applitghd based entirely
on whether the entity has public accountability rast. Therefore,
entities that wish to apply the standard may vargize from very small
to substantial private entities. Hence, the stahdaotentially could
have a large audience. The IASB estimates that @5 & companies
meet these criteria.

There is some evidence that suggests the diffesutir the failure of
the adoption process: the lack of political wilhoted in local culture
and a strong national outlook prevented a trulyrtwarized framework,
a magnitude of the differences that exist betweemtries and the high
costs to eliminate them (Jermakowicz and Gornik-asmewski, 2006);
local traditions exercise a strong influence over implementations of
new concepts (as previously noted on true andviaw) (Sucher and
Jindfichovska, 2004); tax and legally-based orientatlunder the
harmonization process (Larson and Street, 2004;laWvel 2004);
diversity will not disappear as it comes from diffiet accounting
cultures and their interpretation will be partlyfluenced by their
history and previous practice (Alexander and Sérva2009;
Hoogendoorn, 2006; Schipper, 2005; Soderstrom and, 2007;
Strouhal, 2011; Tokar, 2005).

Several questions arise in this context: are tt@amsicountries,
while their accounting models have understandad®yg tradition, more
at ease to implement full IFRSs and the IFRS forES® Are the
differencedetweerocal practiceandlFRSs moreasily tobe reduced?
Previous studies show that even if some changeartisvSubstance
over Form and a focus on investors have been teiniite emphasis on
compiling proper accounting records and on adheongx regulations
rather than fairly presenting financial statemdms continued in the
Czech Republic (Strouhal et al., 2009; Sucher amtfidhovska, 2004),
and considerable differences between the Polishlaggns and IFRS
were identified given the legalistic and rule-basei@ntation of Polish
rules (Vellam, 2004). Also, problems associatechatck of clarity in
thefiscallaw, avariablelevel of understandingf IFRSsby the regulators
and preparers, the persistence of the communisttatitgnamong
accountants who gained their knowledge and skiitsr phe transition,
the accountants’ preference for more prescriptegulation and less
choice of accounting treatments, were also docuedefMellam, 2004).
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Comparative Analysis of Czech Accounting System
with International Referential

Some Brief History

Until 1918 was Czech lands part of Austrian mongrahd it was
applied the Austrian accounting legislature. Theunmements on
preparation of balance sheet were based on GeAastian Land
Code from 1798. General Commercial Code was adopteti862
requiring the preparation of balance sheet on yebasis. It is an
interesting fact that this Code was valid even mechoslovakia until
1948. In 1964 was adopted new Commercial Code or@ng the
requirement that accounting has to follow the Iloegp state
development planning. Seven years later was isthedct on Unified
System of Socioeconomic Information where was noeetl what shall
be included within the information system. It was@ssary to cover the
information from accounting, budgeting, calculatiostatistics, and
operational evidence (Strouhal et al., 2011).

After the revolution was adopted in 1990 Act on dfptise
requiring from entrepreneurs leading of accountamgl providing of
information about income, expenditures, accounpngfit, assets and
liabilities. Entrepreneurs could lead at that tisnegle- or double-entry
bookkeeping.

The most important day for Czech accounting wa$2.2991 when
was adopted Accounting Act (593/1991) with validitgm 1992. From
that time this act was more than 20times amendésul$al et al.,
2011). The case of the Czech Republic is intergghrough the choice
made in 1991 referring to building the national@eotting system based
on the French model, even though the cultural senael and linguistic
closeness criteria did not characterize, duringt tpariod, the
relationship between France and the Czech Rep(blatis et al.,
2009). The arguments for this choice are simildovang:

= the intention of creating a certain frontier foet@erman great
economic interest in the Czech economy; even thotingh
German model caught the Czechs’ attention;

= English model didn’'t have enough credibility beaus its’
dispersion and because of some scandals which pudyicly
presented;

= American model seemed to be complicated and diffitw
implement; and
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the aim of the Czech Republic to integrate withire tE.U.
(majority of E.U. countries use the French model).

Current Stage

Current accounting legislation in the Czech Repuislifollowing:

general legislation

- Accounting Act (563/1991);
- Decree of Ministry of Finance for entrepreneurs){2002);
- Czech Accounting Standards for entrepreneurs;

other legislation

- Decree of Ministry of Finance for financial institns
(501/2002);

- Czech Accounting Standards for financial instito§p

- Income Tax Act (586/1992);

- Act on Provisions (593/1992);

- Commercial Code (513/1991);

- interpretations of National Accounting Board (negally
binding).

Accounting Act defines as an accounting entitydaihg subjects:

all legal entities based in the Czech Republic;

foreign entities carrying their business in the €zRepublic;
organization unit of state;

physical entities in case they are registered m Business
Register;

physical entities with the turnover higher than02®,000 CZK;
other physical entities, voluntarily leading theagnting books
instead of simplified tax evidence.

Thereareappliedfollowing measurement basesGaech accounting:

cost (C);

replacement cost (RC);
own costs (OC);
nominal value (NV);
fair value (FV).

Following Tab. 1 summarizes the use of the measemerbases
upon initial recognition and upon subsequent mesmsant:

43



Strouhal, J. — Pasekova, M. — Miillerova, Camparative Analysis of Czech

Accounting with International Regulation from SMBerspective.

Tab. 1: Measurement Bases and Its Use in Czech Accounting

Legislature
Balance Sheet Item Initial Subsequent
Recognition | Measurement
Intangibles C,RC, OC | netvalue, or LCM
model
Depreciated Tangibles C,RC, OC | netvalue, or LCM
model
Non-depreciated Tangibles |C, RC, OC | LCM model
Shares — controlling influencg C (RC) equity method
Shares — substantial influenceC (RC) equity method
Other securities C,RC FV
Purchased inventories C,RC LCM model
Own inventories oC
Receivables NV, C LCM model or FV
(for derivatives)
Cash and equivalents NV
Securities held for trading C,RC FV
Registered capital NV
Issued bonds NV
Liabilities NV NV or FV

(for derivatives)

Source: Strouhal et al. (2011)

To summarize the current stage of accounting letyist, there shall be
stated following “open chapters”:

absolute lack of definition of basic items of ficéal statements;
there does not exist any definition of assets,ilites, equity,
eXpenses or revenues;

application of “substance-over-form” rule when regpm the
financial leases;

introduction of effective interest rate and amatizcosts as a
possible measurement base;

wider spread of fair value approach,;

depends on the liquidity and transparency of market
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Differences between Czech Accounting Practices anBRS
for SMEs Requirements

In general there could be stated, that there isnconty used the
historical costs approach rather than fair valugoanting (Strouhal et
al., 2011; Strouhal and Deari, 2010).

Intangibles —there could be stated that there are any significant
differences from the measurement point of view.eLinder IFRS for
SMEs there are used costs upon initial recognitol costs less
accumulated amortization and impairment losses upaance sheet
day. Useful life of intangibles in the Czech Repali$ given by the
Income Tax Act and there is expected that accognimit will use the
linear method of amortization. However under Czksgislation there
are considered as intangibles incorporation experssel research,
which are not recognized as assets under intenatreferential. The
requirements on disclosed information are not $jgekcin detail within
Czech accounting legislature.

Tangible Assets therecould be stated that there are any significant
differences from the measurement point of viewtli@r category known
under IFRS for SMEs as “Property, plant and equigind.ike under
IFRS for SMEs there are used costs upon initiabgaition and costs
less accumulated depreciation and impairment losgEs balance
sheet day. The requirements on disclosed informatre not specified
in detail within Czech accounting legislature.

Investment Properties do not form a special category under Czech
accounting regulation. Therefore there are used¢hg same rules like
for any other tangible assets. This leads to treogmition of the
difference from IFRS for SMEs, where is applied tfaér value
approach. The requirements on disclosed informatir@nnot specified
in detail within Czech accounting legislature.

Leases —there are any significant differences for reportiofy
operational leases. The treatment of financialdeas totally different
when applying Czech and international rules. Ur@@eech accounting
regulation there is not applied “substance-ovemforule and it is the
lessor who recognizes the object of financial leasé depreciates it.
Lessee is allowed just to post the rental paymastan expense of the
period; however the rental payments have to beti@ight-line basis
due to the requirements of Income Tax Act. The ireguents on
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disclosed information are not specified in detaiithmm Czech
accounting legislature.

Inventories -thetreatment of inventories fully complies with IFRSs
and there could not be seen any significant diffees. However, the
requirements on disclosed information are not $jgekcin detail within
Czech accounting legislature.

Financial Assets -are measured upon initial recognition at cost.
Upon balance sheet day there could be applied yequéthod or fair
value approach for shares, and fair value apprdachderivatives.
Czech accounting however does not apply the anealrtizosts (or
present values) as a measurement base. The diwklmnds discounts
or premiums shall be therefore straight-line baaad the effective
interest rate is not applied. The hedge accourtiitgria are based on
IAS 39 Financial instruments: recognition and measwent. The
treatment of fair value hedge and cash flow hedgeery same like
under “big set” of IFRS. The requirements on disebbinformation are
not specified in detail within Czech accountingistafure.

Receivables and Liabilities aremeasured at nominal values and it
does not matter whether they are long- or shomtérased. The
amortized costs (or present values) as well aeffeetive interest rate
are not applied. The deferred items are presermedrately on balance
sheet and not as a part of receivables or liadslitiLong-term
receivables are reported as a part of currentsaesdbalance sheet. The
requirements on disclosed information are not $jgekcin detail within
Czech accounting legislature.

Provisions —are measured at nominal values. The time value of
money is not applied upon Czech accounting legistatThe most
popular provision in the Czech Republic, i.e. thevision on repair of
tangible assets, is strictly prohibited under IFR® SMEs. The
requirements on disclosed information are not $jgekcin detail within
Czech accounting legislature.

Research Design

A significant number of international accountingudies within
research literature focus on issues related to dbremd material
harmonization. Formal harmonization or de jure ranimation studies
mainly deal with quantifying the compatibility degr between the
international accounting regulations (IFRS) andfedént national
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accounting regulations (NAS). On the other handenmt or de facto
harmonization studies mainly analyze, quantify amerpret to what
extent the foresights of the international accountiegulations (IFRS)
are actually found within entities’ accounting pgrees (Ding et al.,
2003; Fontes et al., 2005; Garrido et al., 2002sda and Kenny, 1999;
Nobes, 2004; Tay and Parker, 1990). The differdretgveen the two
types of accounting harmonization is clearly swsgulion a conceptual
level and emphasized by Fontes et al. (2005). Towreformal
harmonization focuses on how accounting standardsdaveloped
while material harmonization analyzes the levelcomparability and
concordance proven by actual accounting practiceselation to the
implementation process of accounting standards wbamsidering
national accounting systems.

Moving forward we can state that formal harmonimatactually
represents a first indispensable step in achievingaterial
harmonization. Even though we accept the existarfcalternative
solutions and realities we believe that reachimgabjective of financial
reporting practices that are globally accepted irequan intermediate
phase of harmonizing accounting regulations. Und#grese
circumstances we consider that accounting harmtoizaepresents a
real process (Tay and Parker, 1990; van der T&8)l&hd seems to be
essential in order to improve international compdityg of financial
statements, therefore increasing cash flows’ miykaind reducing costs
in terms of financial statements’ preparation eglgcin the case of
multinational companies (Carey, 1990; Choi and Néuel1992).
Rahman et al. (2002) consider that accounting haization assumes
four essential aspects as follows: (1) the inflésng2) the process, (3)
the result and (4) the consequences. The influenoesprise those
factors that have a certain impact on accountin@ctpres’
harmonization. The process assumes the assemldiep$ or efforts
that are developed by companies in order to reduistent differences
of accounting practices. The result refers to gwell of harmony being
reached at a certain moment in time. Consequerfesto subsequent
effects of the harmonization process.

Beyond the above discussed elements of the acogunti
harmonization process we must also consider thetHat in case those
aspects that are generally considered as otheeimies, at one moment
in time, benefit of strong attributes and develophigh ability to
influence the accounting harmonization process) thie can assist the
manifestation of a different form of this processpwn within research
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literature as spontaneous harmonization. A sefiegudlies (Canibano
and Mora, 2000; Garrido et al., 2002; Huddart anglies, 1999; Meek
et al., 1995; Meek and Gray, 1989; Taylor-Zarze$806) develop the
theoretical framework and/or empirical evidencestfe spontaneous
harmonization tendency that was found at the lexfelaccounting

practices of the so-called global players.

It is therefore necessary to make the distinctietwben the two
main types of harmonization that are de facto atenel harmonization
and de jure or formal harmonization. References weigard to the
increase of the comparability degree are based bigla degree of
conformity of accounting practices and afterwards farmonizing
regulations (Canibano and Mora, 2000). They alswicer that formal
harmonization usually generates or favors matehaimonization
without this representing the only solution. Moreegsely, material
harmonization can develop without being generatedugh formal
harmonization as its predecessor, through the Kedcapontaneous
harmonization.

Tay and Parker (1990) also make a clear distindietveen de jure
harmonization and de facto harmonization. Throughmwonization of
accounting regulations (de jure harmonization) thexalyze to what
extent accounting standards and regulations argar@ahble. The latter
concept (de facto harmonization) mostly analyzeswtwat extent
accounting regulations are found within companeoanting practices
(Parker, 1996). Van der Tas (1988, 1992) alsordjsish spontaneous
harmonizatiorbesidesormalharmonizatiomndmaterialharmonization.
Furthermore, spontaneous harmonization represesib@ategory or a
particular form of material harmonization (ParkexdaVorris, 2001).
The approach in accordance to which material hamation can be
reached without first going through formal harmauian is also argued
by van der Tas (1988).

We can say that two main forces are involved withire
international accounting harmonization processir{&ditutional efforts
for international accounting harmonization througl development of
common accounting rules and standards and (2) apeatis efforts of
global players in order to adopt accounting methdlst should
improve their communication with accounting infotioa’s users in
other countries (Canibano and Mora, 2000). This twoces act
simultaneously, consolidating each other, but ime&ocases acting
independently under the umbrella of the global@aphenomenon.

48



European Financial and Accounting Journal, 2011L,6/mo. 1, pp. 39-59.

Spontaneous accounting harmonization can be coesidas a
deviation from or alternative to the natural/claakievolution of the
accounting harmonization process. Such a deviatiomrs when some
deficiencies characterize the process of harmogizggulations or
when the pace of this harmonization process doé¢samwespond to
financial reporting’s need for comparability as eegsed through
accounting practices and realities. In other wavdscan consider that
spontaneous harmonization is a reaction of resptmsbe need for
accounting harmonization coming from accounting cfica.
Spontaneous accounting harmonization thereforeloleyeue to forces
of the market and not to accounting regulationsk@&aand Morris,
2001) and their harmonization.

We can observe that instruments measuring the dilmipadegree
of accounting practices and of different sets afoanting regulation
actually record a convergent time evolution towatds common point
given through measurement instruments based orhasity.i Moreover,
a clearer dimensioning of the accounting harmompaidegree is
obtained when wusing either association coefficierftlaccard’s
CoefficientsRoger-Tanimot&oefficient, Lance-Williams Coefficient),
either correlation coefficients (Pearson Coefficient, Spearman
Coefficient).

Jaccard’s Coefficients are mostly known in the fdreing used by
Fontes et al. (2005), as follows:

_a
a+b+c’

S 1)
whereS; = the similarity degree between the two sets of awaly
accounting regulations or practices;

a = the number of elements which take the 1 value éh b
sets of regulations or practices;

b = the number of elements which take the 1 value withi
the j set of regulations or practices and the Qievdibr
the i set of regulations or practices;

c = the number of elements which take the 1 value withi
the i set of regulations or practices and the Qevdbr
the j set of regulations or practices.

and
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b+c
i T (2)
at+tb+c
whereD; = the degree of dissimilitude or diversity betweee th
two sets of analyzed accounting regulations or
practices

The values that can be recorded by these coeftecgmfrom O to 1,
wherel representa maximum level of harmonization when considering
the similarity coefficient. Also, the sum of the dwJaccard’s
Coefficients, Jaccard jSand Dj, is obviously always equal to 1.
Jaccard’s Coefficients will further be used withiire next section of
this chapter in order to measure formal accountmgmonization
between National Accounting Regulations and theSFSME.

As another model for measuring the consistencietvdsn
accounting systems could be considered Roger-Tdaimoefficient.
The computation formula is following:

d+a
R& T= ,
d+a+2(b+ ¢ 3)

whered = the number of elements which take the O value &t b
sets of regulations or practices.

Alternatively for measuring of dissimilarities cdube used Lance-
Williams coefficient. The computation formula idlaving:

L&W :&_
2a+b+c

(4)

Results and Their Discussion

We will discuss now the compatibility levels betweall sets of
national harmonization with international referahti For the
compatibility calculation were used Jaccard’s dogfhts (for
measurement of similarities and dissimilarities)pgRBr-Tanimoto
coefficient (for measurement of similarities) andance-Williams
coefficient (for measurement of dissimilarities).

All sets of accounting regulations were tested wit8 particular
areas: (i) intangible assets, (i) PPE, (iii) inwesnht properties, (iv)
financial leases, (v) inventories, (vi) financiakats and liabilities, (vii)
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financial derivatives, and (viii) financial statentg. Discussed issues
are part of Appendix. Tab. 2 and Tab. 3 provide ewedeabout
measurement of similarity and dissimilarity leveletlween all
accounting regulations (Czech, IFRS, IFRS for SMES).

Tab. 2: Similarity Analysis

System CZE | IFRS| SME
CZE JC | 1.0000| 0.5455| 0.5667
RT| 1.0000| 0.3750| 0.4348

IFRS JC | 0.5455] 1.0000| 0.8621

RT| 0.3750| 1.0000| 0.7838
IFRS/SME | JC | 0.5667| 0.8621| 1.0000
RT| 0.4348| 0.7838| 1.0000

Source : own analysis

Tab. 3: Dissimilarity Analysis

System CZE | IFRS| SME
CZE JC | 0.0000| 0.4545| 0.4333
LW 0.0000| 0.2941| 0.2766

IFRS JC | 0.4545| 0.0000| 0.1379

LW | 0.2941| 0.0000{ 0.0741
IFRS/SME | JC | 0.4333| 0.1379| 0.0000
LW | 0.2766| 0.0741| 0.0000

Source: own analysis

Results proof the close linkage between big sdEBIS with separate
standard IFRS for SMEs. Czech accounting systerhgistly closer to
IFRS for SMEs, however there shall be pointed owt thajor
differences as follows:

» facultative preparation of Cash Flow Statement Stadement of
Changes in Equity under Czech accounting system,

= application of “form-over-substance” for financidkases
treatment in Czech

= much lower level of disclosure.
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Conclusion

IFRS information can help SMEs involved in buyingsefling goods or
services across national borders to initiate nelatiomships with
customers and suppliers. As the spread and acoeptdriFRS grows
internationally, so does the importance of IFR&uificial statements as
a tool to cultivate a positive image. It is not yptarge foreign groups
that now demand financial statements from SMEs &asgb#he process
of supplier selection and evaluation.

Strength of SMEs (small and smaller medium entegpria particular)
consists in their higher flexibility and to a ceéntgoint also in their
innovative creativity. The standard offers an oppaty for entities

without public accountability to adopt a reportirgmework that nay
lighten their reporting burden, if permitted by &bcregulation.

Furthermore, it could facilitate an internationatcognized common
reporting language for entities that meet the ddim of an SME as set
out in the standard.

Having financial information that is universally derstood and
comparable to other companies’ information can owprrelationships
with customers, suppliers, investors and bankdrghdse business
partners have more confidence in the financial rmfttion being
provided using IFRS, this can be a crucial factorsécuring a new
supplier, obtaining finance, reducing the costafrbwing, and arriving
at an acquisition or cooperation agreement.

Adoption of IFRS for SMEs could be vital for trueeafair view and
for the higher comparability of accounting informoat in globalized
world. The crucial necessity will be the wider spred IFRS for SMEs
knowledge. Generally, IFRS for SMEs is based onethffit concept
than continental accounting regulation, so it'll bet only about the
training of new accounting regulation, but about tnaining of the
different accounting thinking and different approafor posting of
accounting transaction. There will be also necesgaprovide regular
information for professional accountants about #wlution and
changes in IFRS for SMEs and the long-life training.

As a possible limit for the current adoption of ERor SMEs could be
considered the lack of motivation as the clients ppbfessional
accountants prefer rather than true-and-fair view lbest solution of
accounting operation from the tax point of view,edto the close
connection of national accounting systems to tgxlegion.

52



[1]

[2]

[3]

[4]

[5]

[6]

[7]

[8]

[9]

European Financial and Accounting Journal, 2011L,6/mo. 1, pp. 39-59.

References

Abdel-Khalik, R. A. (1983): Financial Reporting by Private
CompaniesAnalysisandDiagnosisNorwalk,FinancialAccounting
Standards Board, 1983.

AlexanderD.—Servalli,S.(2009):Accounting Regulatory Change:
Towards a General Modeln: 32" Annual Congress of the EAA
Tampere, European Accounting Association, c2009.

Barker, P. — Noonan, C. (199@mall Company Compliance with
Accounting Standards: The lIrish SituatioDublin, Dublin City
University Business School Working Paper no. 1®619

Canibano, L. — Mora, A. (2000)Evaluating the Statistical
Significance of De Facto Accounting Harmonization: tAd$ of
European Global PlayersEuropean Accounting Review, 2000,
vol. 9, no. 3, pp. 349-369.

Carey, A. (1990): Harmonization: Europe Moves Forward
Accountancy, 1990, vol. 19, no. 3, pp. 92-93.

Carsberg, B. — Page, M. — Sindall, A. — Waring1P85): Small
Company Financial Reportingenglewood Cliffs, Prentice Hall,
1985.

Choi, F. D. S. — Mueller, G. G. (1992pnternational Accounting.
Upper Saddle River, Prentice Hall, 1992.

Collis, J. — Dugdale, D. — Jarvis, R. (200Dregulation of Small
Company Financial Reporting in the UKn McLeay, S. —
RiccaboniA. (eds.)Contemporaryssuesn AccountingRegulation
Boston, Kluwer, 2001, pp. 167-185,

Collis, J. — Jarvis, R. (2000htow Owner-Managers Use Accounts
London, Institute of Chartered Accountants in Endland Wales,
2000.

[10] Collis, J. — Jarvis, R. — Skerratt, L. (2004he Demand for the

Audit in Small Companies in the Ukccounting and Business

Research, 2004, vol. 34, no. 2, pp. 87-100.

[11] Ding, Y. — Stolowy, H. — Tenenhaus, M. (200Shopping Around

for Accounting Practices: The Financial Statement Pnésteon of
French GroupsAbacus, 2003, vol. 39, no. 1, pp. 42-65.

[12] Eirle, B. (2005):Differential Reporting in Germany - A Historical

Analysis Accounting, Business & Financial History, 20056].\15,

no. 3, pp. 279-315.

53



Strouhal, J. — Pasekova, M. — Milllerova, Camparative Analysis of Czech
Accounting with International Regulation from SMPBerspective.

[13] Evans, L. et al. (2005)Problems and Opportunities of an
International Financial Reporting Standard for Sma#ind
Medium-sized Entities: The EAA FRSC’s Comment on the [ASBC
Discussion PaperAccounting in Europe, 2005, vol. 2, no. 1, pp.
23-45.

[14] Fontes, A. — Rodrigues, L. L. — Craig, G. (2008)easuring
Convergence of National Accounting Standards witarirational
Financial Reporting Standardg\ccounting Forum, 2005, vol. 29,
no. 4, pp. 415-436.

[15] Garrido, P. — Leon, A. — Zorio, A. (200Nteasurement of Formal
Harmonization Progress: The IASC Experiendaternational
Journal of Accounting, 2002, vol. 37, no. 1, p26L-

[16] Hoogendoorn, M. (2006)international Accounting Regulation
and IFRS Implementation in Europe and Beyond — Expesgenc
with First-Time Adoption in EuropeAccounting in Europe, 2006,
vol. 3, no. 1, pp. 23-26.

[17] Huddart, S. — Hughes, J. S. (199B)sclosure Requirements and
StockeExchange Listing Choice in an International Contéxturnal
of Accounting and Economics, 1999, vol. 26, no, p® 237-269.

[18] JermakowiczE.K. —Gornik-Tomaszewsk§.(2006):Implementing
IFRS from the Perspective of EU Publicly Traded Comganie
Journal of Accounting, Auditing and Taxation, 2006l. 15, no. 2,
pp. 170-196.

[19] Larson, R. K. — Kenny, S. Y. (1999Yhe Harmonization of
International Accounting Standards: Progress in th89Qs?
Multinational Business Review, 1999, vol. 7, nopf, 1-12.

[20] Larson, R. K. — Street, D. L. (2004yonvergence with IFRS in an
Expanding Europe: Progress and Obstacles IdentifiedLasge
Accounting Firms’ SurveyJournal of Accounting, Auditing and
Taxation, 2004, vol. 13, pp. 89-119.

[21] Maingot, M. — Zeghal, D. (2006Financial Reporting of Small
Business Entities in CanadaJournal of Small Business
Management, 2006, vol. 44, no. 4, pp. 513-530.

[22] Marten, K. U. et al. (2002):Rechnungslegung nach IAS -
Nutzeneffekte aus Sicht von Eigenkapitalgeb®etriebs-Berater,
2002, vol. 57, no. 39, pp. 2007-2012.

[23] Matis, D. — Strouhal, J. — Bonaci, C. G. (200Rggulators and
Regulations for Financial Instruments in the ContekEinancial

54



European Financial and Accounting Journal, 2011L,6/mo. 1, pp. 39-59.

Crisis — Two Emergent Countries’ Point of Vidw Tsamenyi, M.
—Uddin,S.(eds.):Research in Accounting in Emerging Economies
Emerald Publishing, 2009, pp. 345-378.

[24] Meek, G. K. — Roberts, C. — Gray, S. J. (199bactors
Influencing Voluntary Annual Reports Disclosures Iy, UK and
Continental European Multinational Corporationslournal of
International Business Studies, 1995, vol. 26, 3@p. 555-572.

[25] Meek, G. K. — Gray, S. J. (1983%lobalization of Stock Markets
and Foreign Listing Requirements: Voluntary Disclesurby
Continental European Companies Listed on the Lon&obock
ExchangeJournal of International Business Studies, 1988,20,
no. 2, pp. 315-336.

[26] Nobes, C. (2004): On Accounting Classification and the
International Harmonization DebateAccounting, Organizations
and Society, 2004, vol. 29, no. 2, pp. 189-200.

[27] Pacter, P. (2004)Vill the GAAP Widen for SMEs®Rccountancy,
2004, vol. 133, no. 1325, pp. 118-122.

[28] Page, M. J. (1984 Corporate Financial Reporting and the Small
Independent Companyccounting and Business Research, 1984,
vol. 12, no. 47, pp. 271-283.

[29] Parker, R. H. (1996)Harmonizing the Notes in the UK and
France: A Case Study in De Jure Harmonizatidéuropean
Accounting Review, 1996, vol. 5, no. 2, pp. 317-337

[30] Parker, R. H. — Morris, R. D. (2001)he Influence of US GAAP
on the Harmony of Accounting Measurement Policied afje
Companies in the UK and AustraliAbacus, 2001, vol. 37, no. 3,
2001, pp. 297-328.

[31] Pratten, C. (1998)fhe Uses of the Accounts of Small and Medium-
Sized Companies and the Effects of the Audit ExempB&gme
London, Institute of Chartered Accountants in Endland Wales,
1998.

[32] Rahman, A. — Perera, H. — Ganesh, S. (20823punting Practice
Harmony, Accounting Regulation and Firm Charactecssti
Abacus, 2002, vol. 38, no. 1, pp. 46-77.

[33] SchipperK. (2005):Thelntroductionof IASin Europe:Implications
for International ConvergenceEuropean Accounting Review,
2005, vol. 14, no. 1, pp. 101-126.

55



Strouhal, J. — Pasekova, M. — Milllerova, Camparative Analysis of Czech
Accounting with International Regulation from SMPBerspective.

[34] Soderstrom, N. S. — Sun, K. J. (2007TFRS Adoption and
Accounting Quality: A ReviewEuropean Accounting Review,
2007, vol. 16, no. 4, pp. 675-702.

[35] StrouhalJ.(2011)ed.):Harmonizatiorof SMEg~inancialReporting
in Emerging CEE Countrie®\thens, WSEAS Press, 2011.

[36] Strouhal, J. — Zidlicka, R. — Knapova, B. — Cardo¥a (2011):
Ucetnictvi2011:Velkéknihaprikladi. Brno,Computer Press, 2011.

[37] Strouhal, J. — Deari, F. (2010Lomparative Analysis of the
Reporting Bases of Czech Republic, Macedonia and Asdbaith
IFRS Global Review of Accounting and Finance, 2010, ¥pno.
1, pp. 41-59.

[38] Strouhal, J. — Mllerova, L. — Cardova, Z. — Pasékdl. (2009):
National and International Financial Reporting Rulé&sesting the
Compatibility of Czech Reporting from the SMEs Peltspec
WSEAS Transactions on Business and Economics, 20096yvo
no. 12, pp. 620-629.

[39] Sucher, P. — Jitthovska, I. (2004)Implementing IFRS: A Case
Study of the Czech Republisccounting in Europe, 2004, vol. 1,
no. 1, pp. 109-141.

[40] Tay, J. S. W. — Parker, R. H. (199Wteasuring International
Harmonization and StandardizatioAbacus,1990,vol. 26, no. 1,
pp.71-88.

[41] Taylor-Zarzeski, M. (1996)Spontaneous Harmonization Effects of
Culture and Market Forces on Accounting Disclosure dfices
Accounting Horizons, 1996, vol. 10, no. 1, pp. 18-3

[42] Van der Tas, L. G. (1992Evidence of EC Financial Reporting
Practice Harmonization: The Case of Deferred Taxatio
European Accounting Review, 1992, vol. 1, no. 1,G8104.

[43] Van der Tas, L. G. (1988Measuring Harmonization of Financial
Reporting PracticeAccounting and Business Research, 1988, vol.
18, no. 70, pp. 157-169.

[44] Tokar, M. (2005)Convergence and the Implementation of a Single
Set of Global Standards: The Real-life Challengecounting in
Europe, 2005, vol. 2, no. 1, pp. 47-68.

[45] Vellam, I. (2004):Implementation of IFRS in Poland: Can True
Convergence Be Achieved in PracticAgcounting in Europe,
2004, vol. 1, no. 1, pp. 143-167.

56



European Financial and Accounting Journal, 2011L,6/mo. 1, pp. 39-59.

Appendix — Analysed Segments

CZE

SME

1 Intangibles

Initial Recognition

* historical costs

Revaluation

* historical costs

» fair value (up-equity, down-P/L)

2 PPE

Initial Recognition

* historical costs

Revaluation

* historical costs

« fair value (up-equity, down-P/L)

3 Investment Properties

Initial Recognition

* historical costs

Revaluation

* historical costs

» fair value (P/L)

4 Financial Leases

Lessor

« recognition of fixed asset at historical costs

« depreciation of fixed asset

Lessee

» depreciation of fixed asset

» recognition of fixed asset at present value

« off balance sheet evidence of fixed asset

5 Inventories

Initial Recognition

* historical costs

Derecognition

- FIFO

* weighted average
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CZE | IFRS | SME
6 Financial assets and liabilities i i

Initial Recognition | |

* historical costs X X X

» fair value X X
Derecognition | |

* historical costs X X X

* present value X

e amortized costs X X X

« fair value (P/L) X X X

7 Derivatives i i

Initial Recognition | i

» historical costs X

» fair value X X
Derecognition ! !

» fair value (P/L) X X X

» fair value (equity) X X X
8 Obligatory Financial Statements ! !
Balance Sheet (Statement of Financial Position) X X X
P/L Statement (Statement of Financial Performarjcex X X
Statement of Comprehensive Income K
Statement of Changes in Equity X
Cash-flow Statement X X
Notes X X X
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Comparative Analysis of Czech Accounting with
International Regulation from SMEs Perspective

Ji7fi STROUHAL — Marie PASEKOVA — Libuse MULLEROVA

ABSTRACT

Use of harmonized accounting standards may redueestor's
uncertainty and can thus reduce the cost of capitaln significantly
improve the communication between business usets ah their
statements. Due to the globalization of businesd Bternational
harmonization of financial reporting Czech Repukbkperiences a shift
in paradigms from historical costs accounting talsarfair value
measurement. Paper provides an analysis betwegmalaaccounting
legislature and international referential. Theralg provided how the
ability to measure accounting harmonization carhekpful from the
perspective of a globalized world. A comparativealgsis between
Czech accounting regulation and IFRS or IFRS forESMhow the
level of compatibility between these three setacaounting regulation.

Key words: International harmonization; Globalization; Intetinaal
Financial Reporting Standards; Econometric toolsdiz
Republic.
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