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Abstract: By progression of the expanding use of the International Accounting Standards, fair value is being pushed ahead instead
of standard historical costs. The extension of the International Accounting Standards for financial instruments and long-term assets
leads to the publishing of real net income of the enterprise. The necessity to express the fair values of assets for accountancy places
specialists of this profession in a new position of professionals having a common language with investors. This trend started
deepening when the International Valuation Standards Committee began to co-operate with the International Accounting Standards
Committee more closely. This caused the harmonization of basic terms used for valuation of property.

Key words: accounting, valuation, harmonization, standards, fair value, market value
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1. To define the concept and conditions for the recogni-
tion of assets and liabilities in accountancy.

2. To define procedures and structures for the monitoring
of assets and liabilities in accountancy.

3. To decide the moment in which changes in assets and
liabilities should be reported in company books, and
whether to account currently, or only in the form of
overall turnover for certain periods.

4. To define the methods for the valuation of assets and
liabilities and their changes, both during the current
period (in books of accounts) and as of the balance
sheet date (in financial statements).

5. To determine which financial statements should be com-
piled and what principles should be followed with re-
spect to their compilation and reporting.

6. To decide which accounting data should be published.
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– Methods of valuation (i.e. valuation base) that can be

used in accounting.
– Details concerning price alteration, i.e. differences be-

tween the original prices used for asset or liability valu-
ation and current prices (replacement value, net realisable
value, present (without interest) value of future cash
flows, recoverable amounts, etc.), and also concerning
procedures adopted in case of considerable changes in
the purchasing power of money.

– Methods of asset and liability valuation and their chang-
es with respect to the request that financial statements
make it possible to find out how successful a company
is in maintaining the assets (capital) of the company
during an accounting period in question.
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��H
– Overall value of assets and liabilities, reported by an

enterprise in a balance sheet.
– Amount of personal assets reported in the balance sheet

(or net assets, calculated as a difference between total
assets and liabilities of an accounting unit).

– Amount of expenses, reported in the income account,
which depends on the applied method of asset valua-
tion. For instance, the depreciation of long-term assets
may differ considerably, depending on whether the long-
term assets are valuated according to the historical cost
(usually lower), compared to their valuation according
to the present (e.g. reproduction) value.

– The amount of the reported profit or loss for the previ-
ous accounting period, calculated as a difference be-
tween income and expenses during the accounting
period in question.

– Amount of the income tax base, owing to the fact that
the reported profit is the initial source for the assess-
ment of the income tax base.

– Amount of cash flow reported in the form of a cash flow
statement, on the basis of the profit and loss account
and the pertinent data in the balance sheet, or detailed
data from the account in the general ledger.
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– Formulate and announce accounting standards to be

followed with respect to financial reporting and pro-
mote their acceptance and adherence worldwide.

– Support the harmonization of legal regulations, account-
ing standards and procedures, related to the reporting
of financial accounting.
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a) Securities, except for securities held before maturity,

securities representing an investment in subsidiaries
and associated companies, and securities issued by an
accounting unit.

b) Derivates.
c) Financial allocation and technical reserves in account-

ing units, offering services in insurance or reinsurance,
according to special legal regulations.

d) Assets and liabilities in the case of transformation of
companies or cooperatives, except for changes in legal
form or otherwise, according to specific legal enact-
ments.

e) Parts of assets and liabilities secured with derivates.
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	������H
a) The historical value means a value for which the assets

are acquired and expenses directly associated with the
acquisition.

b) The replacement value means a value for which assets
are acquired during the period in which they are ac-
counted for.

c) The cost of production for assets created in the course
of personal activities means direct costs of production
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or other activities, or also indirect expenses in part,
related to production or other activities.

d) Personal expenses concerning tangible assets, except
stock, and intangible assets, except accounts receiv-
able, created in the course of personal activities mean
direct expenses of production or other activities and
indirect expenses, for production or other activities.

G���	���������������	�
��&�	��	���������������.����H
a) Market value.
b) Valuation by a qualified expert or an expert report, un-

less any market value is available or if the market value
does not correspond to the fair value.

c) Valuation according to specific legal regulations, un-
less it is possible to proceed according to Items a) and
b).
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– Unified international standards for the valuation of as-

sets.
– Unified valuation of Czech and foreign assets.
– Links to capital markets.
– Links to accounting laws and recommendations.
– Financial reporting in the public sector.
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