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With regard to ownership transactions and, in paldr, the
transactions with businesses, the concepts of bothmercial law and
financial accounting consider the re-measuremenitusiness assets, net
assets and - correspondingly in the financial aciog — the
measurement and re-measurement of assets, ledilitet assets and de
facto the reflection of the impact of such measumeinin both the amount
and structure of equity. In order to determine theasured or re-
measured amount, business asset measurement asdn#tuasset
measurement by either a purchase transaction oarbyndependent
expert’s opinion are considered to be the majoioaptin most cases. If
we look more closely at this basic agreement insmesament bases, may
distinguish at least two or even three lines of sneament bases in
respect to ownership transactions and the tramsectivith businesses
which may influence financial accounting and itsligbto provide
information. This involves the ability to providenaore or less true and
fair view of the financial position of the businessparticipating in
acquisitions and mergers. We may distinguish thieviing three lines of
measurement bases:

1. The commercial law base line;

2. The financial accounting base line; and possildyp al

3. The line of the bases of measurement determindiijorexpert
opinions.
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This article will only be concerned with the firttvo lines of
measurement bases since these are the determmesgThe third line of
bases of measurement methods is the subject ofatep@eatises by
experts on the measurement of business assetasses or businesses
(see Maik — Marikova, 2005; Buus et al., 2007; Krabec, 2009).

Each of these lines has a certain ideological fatiod. Ideally, if we
would always like to achieve a true and fair viewfinancial accounting,
it would be desirable that the measurement bagadated in commercial
law and financial accounting legislation and thethmds for business
asset measurement and net asset measurement asgreement.
However, practice clearly shows that it is not alsvthe case.

1 What arethe grounds for measurement required by
commercial law?*

If we wish to determine which measurement baseeguired by
commercial law, we have to focus on the situatiwhsre the major rules
of commercial law require measurement, new measmem re-
measurement, and how they define a subject of measunt.

If we refer to the basic commercial law regulatienhe Commercial
Code (hereinafter onlgomCq, we can conclude that in typical relations
based on a commercial obligation it is assumedth®price between the
parties (seller/purchaser) is determined by agreéme. either the price
is agreed directly or a method of its determinatcaiculation) is agreed.
The agreement should be based on the price levalhwhk usual for
comparable goods, work, etc. at the moment wheon&ract is entered
into under similar business conditions — see &gction 546 oComCo—
The Price of Work. In this sectioGomCois based on a general and
unwritten assumption that the participating coritrac parties are
independent of each other and thus a relativelgablve agreement can
be achieved between them.

! In this context, commercial law means in pariculAct No. 513/1991 Coll., the

Commercial Code (hereinafter onfyjomCg9, Act No. 125/2008 Coll., regulating
Transformations of Business Companies and Coopegathereinafter onlATBCQ,
Act No. 104/2008 Coll., regulating Takeover Bidsldbhanges of Some Other Acts,
the Insolvency Act No. 182/2006 Coll., Act No. 28804 Coll., regulating Capital
Market Business, the Collective Investment Act NB89/2004 Coll., the Securities
Act No. 591/1992 Caoll.. All of the above acts arelarstood as being amended.
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If it is a case of a typical purchase transactiGomCostipulates a
basic method to determine the price of a businesse-Section 482 of
ComCo- Business Sales Price Determination:

“it is assumed that a purchase price is determibaded on both the
information on the aggregate of items, rights ardbilities included in
the accounting records of the business to be seldtdhe date when the
contract is entered into and other values stipudate the contract unless
they are included in the accounting records. Ifoatcact (i.e. a contract
for the sale of a business) is to become effectva later date, the
purchase price is changed with regard to the inseem, or reduction of,
assets which has occurred between the date whercdh#act was
entered into and the date when the contract beceffeetive”.

This stipulation, however, presumes that a basicowtting
measurement is the measurement corresponding \edhityr at the
moment of the sale of a business, which in mang<adses not have to
be so if a major part of the accounting measurengeriased on the
historical cost and if these costs are signifigantitdated at the moment
of the sale of a business. Commercial law doesolot this questionable
situation.

Where the presumption that contractual partiesimdependent of
each other could be breachdatipmCo stipulates that measurement be
carried out by an independent expert (often). Dikgation is imposed,
for example, in these cases:

= Section 59(3) — for non-monetary contributions étation to the
formation of, or increase in registered capital &f stock
corporation; the measurement of the non-monetantribaition
then influences the share of a contributing shddeibmember of
both the registered capital and equity of the campp@oncerned.
A non-monetary contribution can be an individuahit of asset, a
relatively separate set of assets or a whole bssing this
situation, commercial law usually refers to bussassets or net
assets in accordance with their definition undectie 5 and
Section 6 ofComCo If a sale of a business is concernédmCo
also refers to sections 476 — 488a, i.e. to a aonfor the sale of a
business;

= Section 61(2) — if the value of shareholder/memttistribution
share is determined, it is required that net asBetsneasured
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under Section 6 offomCq in the case of a limited liability
company, if the Memorandum of Association stipidagesset
measurement performed by an expert;

= Section 117a(7) — if a pledged share is to be tssdttle the debt
to which the pledge is related;

= Section 183i — 183m — in the case of a squeezewbetre a
majority shareholder holds at least 90% of shanesi@allowed to
require that a shareholders’ meeting decides amcad buyout of
shares held by minority shareholders for the pseé by the
majority shareholder based on minority shares nreasent
determined by an expert opinion;

= Section 186a(3) and Section 183a(5) — analogitaliize situation
when a shareholders’ meeting decides on the changges of
shares or the limitation of share transferabilityl dhus it has to
present a public draft contract on share buyout revhihe
reasonableness of the price is supported by arrtexpi@ion;

= Section 66a(12) and likewise also Section 190i(#),if a report
on relations (on connected persons) is presentddaarontract to
control a company or a profit distribution contraceé proposed, it
is assumed that an independent expert verifieapbeopriateness
and legitimacy of the measurement used for relatlmetween the
connected persons;

= Section 196a(3) — if the assets of a joint-stockiroited liability
company are to be acquired or disposed of in Hresactions with
the following persons: company founders, sharehslde
members, persons acting in accord, persons whawterised
representatives, a contractual agent, controlledops, persons
creating a holding company, €tc.

The requirements o€omCo regarding the measurement of assets
focus on the situations concerning relations betmeestock corporation
and its shareholders, members, authorised repeds&s, contractual
agents, persons authorised to carry out a cer@nsaction at the expense
of the stock corporation and connected personshatlével of the
members of a group representing an economic uné digher level
(holding, etc). In other words, in cases where iiess relations between
connected, dependent persons, in the broad seitise td#rm, are de facto
concerned.

2« _.whether behind other person competent act dralief companies it is possible

consider lawful or contracting”...“practice of theurts purport contradictory” see
Cech (2011).
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It is only in a contract for the sale of a busindisat there is a
relationship between a selling person and a pumdagerson, who
should be primarily independent of each other. A&gards to the
measurement of a business, the stipulation préffetsthe measurement
be based on the information from accounting records. the
measurement of individual items of net assets usiagoriginal carrying
amounts contained in accounting records, but otakres not included in
the accounting records might also be reflected. M&y interpret this
postscript as meaning that the items of businesst@svhich are not
contained in the accounting records are also takenconsideration and
that also other values, i.e. the price variancesingr from a current
measurement as at the date of effectiveness oftaaco for the sale of a
business, are also considered.

The individual sections offomCo consider boththe subject of
measurement and the re-measurement such that the measurenagrien
applied to both individual items of assets as wsligroups of assets and
all the business assets, i.e. the assets anditiezbilinder Section 6 of
ComCoand, thus, also an overall measurement at thé ddveet assets,
i.e. the business assets less liabilities.

As a result, the Commercial Code is concerned migasurement and
re-measurement in the following context:

a) Transactions between dependent persons;

b) Where the subject of measurement is defined frodividual
items of business property and business assetsthp total value
of net assets;

c) Where, in the contract for the sale of a busindss dverall
determination of value is stipulated — either thastcof the
business or its part;

d) Where, with regard to the persons independent di ether, it is
assumed that a transaction takes place under neonditions at
the relevant market between persons who both wisigke the
transaction and who are strong enough to enforeestfuality of
their position.

When a business is soldpmConeither considers the dependence or
independence of the selling and purchasing subjactsdoes it require
an expert opinion, but assumes the agreement bf fmoticipants based
on the assets and liabilities contained in the awctng records of the
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selling entity. It is obvious that if such a tracsen between dependent
subjects takes place, the view under a) shouldagrev

In general,ComCois concerned with the issues of business asset
measurement mainly in those situations where inu#g® persons, as
the parties to the transaction, are not concerrgaiti€ularly stock
corporations on the one side and some of the mesnbbkareholders or
authorised representatives on the other), but wiitler situations, where
other members and shareholders exist who are adfdwt the transaction
indirectly and who, by their significance, may ughce the price
negotiations in question, the basis of which, haveis to be confirmed
by an independent source of measurement, usuaby@ert.

The situation concerned should not comprise thdsat®ns where
the parties facing each other in price negotiatiaresa company and all
of its owners, or 100% owned subsidiaries, or dgualned affiliated
companies, etc., i.avhen the difference between the owners is only
formal and not genuine. Unfortunately, ComCo usually does not
particularly emphasis these cases and thus a foulifedrence in
ownership can be misused, from the measurement pbiniew. For
example, if the business is merged into a new compa which the
merging company is the 100% owner or if the companghareholder
merge 100% of the shares of one company into an¢itlee/) company in
which the merging company will again be the 100%hexv

For the purposes of our study, another commeravalregulation is of
particulaimportance-the Transformation Acthereinafter onlATBCQ.>

This act also imposes certain requirements as degao the
measurement of business assets of companies patig in
transformations, i.e. mergers, transfers of asshbtgsions of business
companies, including divisions of companies bytspdl, and in certain
cases of changes in the legal status of the company

a) In one situation a participating joint-stock comypanr a limited
liability company are terminated by merger or dtis and the
legal successor, which takes over the assets anitities from the
liquidated company, issues new shares/stakes frekblders or

% Act No. 125/2008 Coll., regulating Transformasonf Business Companies and
Cooperatives and the amendment of the act profgmséue Ministry of Justice of the
Czech Republic (PSER, 2011).
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members, or recognizes new contributions. Simuttagky, the
shares or contributions of the liquidated comparey exchanged
for the shares or contributions of the legal susgesln another
situation, a joint-stock company or a limited liglgicompany are
divided by splitting and a new company is formeahirthe split
part of the business assets, or the split busiagssts are merged
with some other, already existing, company. In tase, a new
measurement of the split business assets is relqubee Section
73(1) and (2) of ATBCC for mergers by amalgamation and
consolidation, Section 253(1) and (2) for the donsof a business
company where new companies are formed or for idividy
amalgamation where the original company is terneithatand
Section 254(1) and (2) for split business asse&revthe division
is carried out by splitting.

Other situationsATBCC is concerned with are cases when it is
necessary that the appropriateness and legitimaayreerger and
division project of a joint-stock company or a lied liability
company is reviewed, i.e. particularly as to whetliee re-
measurement used was appropriate and legitimatetheth the
agreed shares or stakes to be exchanged are eanhe quality,
and whether the value of the net assets and eguiigh are
transferred from the liquidated company (companiesh which
business assets are split into both the equitynatdissets of the
legal successor is determined correctly. See Seé2¢l), Section
112 and Section 117 ATBCG Section 367(1) and (2) (in the
case of a legal status change).

ATBCC is also concerned with those situations in whible t
shareholder or the member of the liquidated compkmngot agree
with the approved transformation and thus will haweobtain a
distribution share. Similarly, if a company is temated and
business assets are transferred to the majorityelsblaer or
member and an obligation to provide minority shaléérs or
members with a distribution share arises — seei®edi64(1),
Section 351(1) and (2) and Section 356(1) and (2).

Except for cases of change in legal status, thesetransactions

where, de facto, a legal successor takes over diyases”) the business
assets of the liquidated company or split asse¢éxamange for the issued
(exchanged) shares or stakes. In other words, dcdnas involve, in

principle, the process of a purchase of businessta$or the value of the
net assets of the liquidated company by a legatessor. At the same
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time, this transaction is also a proprietary tratisa since the members
of the liquidated company or the company from whg&lpart of the
business assets was split will obtain a shareenrdigistered capital and
equity of the legal successor in accordance with dlgreed ratio of
exchange. The share acquired represents a sh#ne decision-making
powers of the legal successor. In this contexisita question as to
whether a proprietary transaction always confirims purchasing nature
of the merger or division or if the purchase isyofdrmal, while its
substance is in fact different. For example, whemerger of affiliated
companies with the same owners in the same ratioriserned, or where
a new company is formed by splitting and the oagiowners are
represented in the new company formed by the isgith the same ratio.
In such cases, de facto, no purchase takes place.

Another example of the same situation is a groupramsactions
within which a minority shareholder (shareholder&fmber (members) or
a shareholder/member who is not in agreement gmposed to obtain a
distribution share. De facto, this is “a purchasmngaction” where a
leaving shareholder/member sells its shares orakesto the legal
successor in exchange for his/her share in thassetts of this company.

Another example of the same situation is a grougramsactions
within which a minority shareholder (shareholder&fmber (members) or
a shareholder/member who is not in agreement gmposed to obtain a
distribution share. De facto, this is “a purchasmngaction” where a
leaving shareholder/member sells its shares orakesto the legal
successor in exchange for his/her share in thassetts of this company.

The third example of the required measurement esctinecking of
values which are transferred in the legal succéssequity, and
particularly of that part which is to be enteredhe commercial register
as a formation of, or an increase in, the regigter@pital of the legal
successor.

It can be assumed that the final measurement of assgts forms a
basis of the agreed ratio of both the exchangettangrice for which the
legal successor “purchases” the business assetsheof liquidated
company, or the split part of the business assets.

If the measurement bases stipulated GymCo and ATBCC are
compared, a certain difference can be noted. Dutiagsformations,
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except for cases of a change in legal status, #mabars/shareholders of
the participating companies will encounter eacheotim measurement
negotiations. They can be fully independent of eattier, but it also can
be the case that some, or all, of the membersisblaers will be
mutually interconnected. If only some of the memslsdrareholders are
interconnected, then an independent measuremehedbusiness assets
of the liquidated company makes sense. |If all ofe th
members/shareholders are interconnected, therathe situation occurs
that has already been described in @@nCo Then, if an independent
measurement is prepared, the companies, all thebersfshareholders of
the companies (the same members/shareholders) mnddapendent
expert/expert on measurement encounter each othlee inegotiations. In
such a relationship there is always a risk thaetigert’s impartiality may
be threatened if the expert is paid by a company vihich the
measurement is prepared.

Unlike ComCq ATBCC partially addresses the problem by the
following:

a) Section 13 oATBCCstipulates that the requirement to measure —
re-measure business assets does not mean thatetsnament
has to be reflected in the accounting records;

b) Re-measurement of business assets by an expegusead where
the following three conditions are fulfilled:

- The legal status of the companies participating merger or
division is a joint-stock company or a limited ity
company;,

- There are business assets of the liquidated comparsplit
business assets;

- New shares or stakes in the legal successor aredss

Nevertheless, even if measurement is regulatetiérabove way, it
does not prevent those situations where the paaticig owners are
independent of each other only formally, and soabeve situation may
occur, i.e. measurement is performed under comalefaw but no
change of ownership takes place, and thus alsairah@se transaction is
effected.
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2 Which measur ement base uses financial accounting,
and how isit reflected in accounting rules, particularly
in Accounting Act in the regulations implementing it*?

Financial accounting has traditionally been basedsset and liability
measurement which has been objectively proved emetognition of the
asset or liability in question, i.e. usually duriagquisition transactions or
recognition where independent counterparties haes lzoncerned. This
concept serves as a basis not only in Czech adogumbr example, but
also in most cases in IFRS, regardless of whetteeterm cost, fair value
or objective value is used.

This concept is also taken as a basis for valicc&zecounting rules,
i.e. Accounting Act No. 563/1991 Coll., (hereinaftanly AA). This act
recognizes three important moments in which measemée takes place.

For measurement on acquisition, and asset/liabiktyognition see
Section 24(2)(a), where reference is made to Selfoof the same act. It
can be concluded from this section that the bagiasurement in the case
of asset and liability recognition is an initial aseirement based on chst
in the case of liabilities in the form of the sdled nominal value and
otherwise if acquisition takes place for no consatien (except for assets
developed internally), at the level of the so ahlieplacement cost.
Replacement cost means the cost for which thesagarild be acquired
as at the date of acquisition for no consideratithhey were acquired at
the date when they are posted.

Measurement as at the balance sheet date, i.eurapsnt as at the
end of the balance sheet date or the date at whe&lbalance sheet is
prepared — there is a reference to Section 2XAofvhich addresses the
re-measurement of individual items of assets aabiliies to the so
called fair value. However, the issue of measurénasnat the balance
sheet date is already addressed in Section 25sé@tend paragraph of
this section requires that measurement as at ttieoethe balance sheet
date includes only the realised profits and po#tihdisses known as at the
date the financial statements are drafted. If nremsent is performed as

Regulation 500/2002 Coll., implementing certamvisions of Accounting Act No.
563/1991 Coll., as amended, for accounting unis &ne entrepreneurs using double-
entry accounting.

Including own costs/expenses
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at the date of the preparation of the balance sheetoptions are offered
by AA

= Cost adjusted in accordance with the prudence ipieyd.e. only
the realised profits and losses which are obvisuatdahe balance
sheet date are involved;

= Re-measurement to the fair value where the valtermenation is
rather controversial, i.e. value determination adcw to market
value, by a qualified estimate by an independeniedxand
possibly also by measurement under a special riegula

The first of the options prefers measurement itiahcosts where the
prudence principle is applied. Thus, it is more ssymative than the
second option which presumes that re-measuremerititovalue is
performed in the case of assets, where an increasalue is also
involved and in the case of liabilities, where @&gble reduction of value
is also involved.

While the first option practically addresses a paesdeterioration in
value and recognizes it as final for the periodarn@view by including it
directly in the income statement, the second opisoless conservative
and re-measurement results can be reflected iedbgy in the balance
sheet (as gains) or in the income statement asfi @r loss.

Re-measurement to fair value is understood asstrument to make
measurement more realistic, i.e. to remove defoesnof historical cost.
It is obligatory for all assets and liabilitiesn@ncial instruments), and, in
certain cases, also for transactions with busisesse

Specifically, this concerns the transformationda$iness companies,
except for cases of a change in legal status. Tertin extent, this
situation has been caused by the fact that Czecbuating standards
have specific problems with the classification adrgers and divisions of
business companies, and whether the transact@akirsd of purchase, or
whether it is, de facto, an agreement on a mergelivision without a
“purchase”, i.e. only involving a simple consolidat or de-consolidation
of the financial statements. Since, in the casm@efgers and divisions, a
business company is terminated or formed, or plysbitith, and both the
assets and liabilities as well as the membersrebb&lers are transferred
to the legal successor, i.e. the equity from thgimal company is also
transferred, the situation has to be expresseth®masis of the financial
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statements. On the other hand, from the perspeatithee legal successor,
most mergers and divisions are also “purchases’natgust agreements
on the merger or division of shares / stakes.

AA addresses the above situations with two optionsefaneasuring
the business assets requireddBCC

a) The procedure under Section 27, i.e. by the re-oreagent of
individual items of assets and liabilities where tiifference is
reflected in equity; net asset measurement requoye®TBCCis
reflected in the equity which will be transferreal the equity of
the legal successor;

b) The procedure under Section 24(3)(a), i.e. by tkeasarement of
the business assets (net assets) being transfeoredmore
precisely, of the net assets as a whole, or alsmégsurement of
the so called business estate or individual asseds liabilities
taken over:

- Either in initial accounting values, where the elifince
between the overall measurement and the measurerhtr
assets and liabilities taken over is shown in teoants of the
legal successor — acquirer as the so called valudifference
to acquired assets (both positive and negative) Hred
difference is then depreciated over less than l&rsyen
expenses or revenues (or, if justified, for a eworter
period);

- Or with the take over of the re-measured assetsnamnde-
measured liabilities, where goodwill is shown unter assets
of the legal successor and depreciated over 60 hapmr
possibly, in justified cases, over a longer peri@dodwill can
be shown as a surplus of assets or as so calleghtiue
goodwill” where it is gradually depreciated in reve.

While the procedure under Section 24(3)(a) is dalezxpression of a
general equation for a general purchase methodptbeedure under
Section 27 only describes re-measurement of busiagsets, and assets
and liabilities, or rather assets and liabilitiesene the differences from
re-measurement are directly shown in the equityeeias an anticipated
profit (loss) or a balance sheet difference (cépikzerve) expressing
either a gain or loss. As a resuA involves two conceptually different
procedures for the reflection of measurement omsframations in
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financial accounting. In the context of the facttHfrom the perspective
of financial accounting, transformations are peredias the transactions
of both the termination and formation of a businessnpany and
accounting unit, the solution based on the conatbd or de-
consolidation of financial statements of the pgydting companies has
been established. Both ways of reflecting the resueement on mergers
and divisions are included in the so called finaamhcial statements (see
Section 11 oATBCQ of the participating companies which are prepared
as at the date preceding the so called transfoomdecisive date.

As a result,AA allows measurement based on both objective and
effected transactions on the one side and re-memsmt on the other,
without any objective transaction taking place asha date of drafting
the financial statements. In the case of transftions, AA requires that a
possible re-measurement be reflected before caladmin or de-
consolidation is performed, i.e. that it be reféetin the so called final
financial statements in spite of the fact that rasurement is, de facto,
intended for the legal successor's opening balatmet which results
from the consolidation or de-consolidation procemsd, in most
examples, reflects the process from the perspeofitiee legal successor
as an acquirer.

Due to the fact that in the process of mergers igrsidns the
members / shareholders from the liquidated companthe company
from which part of the business assets are spib deave those
companies to work for the legal successor(s), ¢his involve, in certain
cases, significant changes in the ownership strecand the assets
required in accordance with the opinion of an ekjgee justified and
enable the counterparties (members / shareholdars the participating
companies) may make a relatively impartial agre¢noenthe share-out
of power in the legal successor(s). However, if¢his no change in the
structure of ownership, then the original ownersnirthe liquidated
company face themselves as the new owners, creatiegv relationship,
with the participating companies and their ownemnsome side and an
expert, who is supposed to be independent, on tther.oHowever, the
impartiality of this expert might be limited in thsituation. Thus, in the
case of a split of assets with the formation ofea ompany where the
same ownership structure is maintained, for exammleasurement is
formally possible, but, from the factual perspegtiit is not correct. In
this case, the stipulation under Section 12°6BCCshould be observed,
according to which the re-measurement requiredhisydct can only be
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included in financial accounting if th®A allows it. TheAA is not active
in this respect and does not regulate the issugh®ugontrary, in Section
27 (3) it refers to the requirementsAFBCC

Thus, it can be concluded that both commercial arcbunting law
address the issue of measurement, but each law déhl measurement
from a slightly different point of view. This maininvolves individual
points which they have in common.

Commercial law is concerned with the preventiontltg abuse of
power of the stronger partner in transactions betwae company and its
members / shareholders, authorised representattegdgractual agents
and interconnected companies. In this context, ceroia law seeks an
independent expert as a counterbalance.

Financial accounting, with a sufficient level of nservatism, is
supposed to achieve both an objective, and trudantheasurement and
representation of the financial position of a réimgraccounting unit.

On the other hand, due to the fact that historic@le becomes
obsolete, it is necessary to perform re-measureneettie fair value in
certain cases. At the same time, it is a questi®ntoa whether re-
measurement is only a matter of a true and faiwwé the financial
statements, or whether it is associated with higrersactions such as
mergers and divisions of businesses and businesgasoes.

In my opinion, it is necessary that financial acting emphasises the
importance of a genuine purchase transaction agsdcivith a genuine
change in owner5.In these cases, re-measurement is objectivised and
justified. However, if only a formal and not factudange in ownership
takes place, re-measurement should not be allowee & represents a
considerable risk that not only the overall measena of the business,
but also the items of the assets and liabilitiel§ v overstated, and that
unjustified positive values will be formed eitherredtly in the
profit/(loss) of the company or in the balance shiteens of equity in the

® “Has if information truly present operation anatters,” ... “it is necessary, so does

in consonance with their essence and econogaiity nor inpreferencén consonance
with their law form. Essence operation namely diesged to always be consistent
with it, what results from their law descriptios&e Kovanicova (2005, p. 40).

“For each business combination, one of the comfientities shall be identified as
the acquirer” see IFRS (2008, p. 331).
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so called new measurement reserves. These reséihvashsequently
incorrectly used in the process of changing thacsitire of equity, e.g. in
the opening balance sheet of the legal successay, emable asset
stripping (“tunnelling”) from the company and, witagard to the future,
may constitute bubbles that could lead to finanocileven economic
crisis.

Conclusion

To conclude, it is essential to stress that atbsic, general level, no
substantial difference can be found between meamnebases stipulated
by commercial law and accounting standards, as aglthe generally
accepted accounting principles. Both fields respihet fundamental
provability of measurement based on a purchasedcdion. Both of them
respect the necessity of measurement — re-measoreagially by an
independent expert in a specific situation, butr&iher different reasons.
Commercial law does so due to the dependence aedcamnection
between contractual parties. In addition to thisgoainting law also
requires measurement due to the initial accountialyes being too
outdated, i.e., it requires re-measurement aseab#ttance sheet date. If
certain transactions with businesses or, more s #BGi with companies
are allowed to have a varied factual charactere@yent on purchase and
sale, or only an agreement on the merge of shastgkés) and if in the
course of these transactions companies are temdiretd formed, i.e.
relations between members / partners of the liqadleand formed
companies are changing, then, the measurement begekted at a
general level by both commercial and accountingdasvnot complete.

If the interpretation that “what is not prohibitéxl allowed” prevails in
practice, and if a more fundamentalist view of thationship between
commercial law and accounting law also prevails, that financial
accounting has to respect and adapt itself to tmeapt of commercial
law, then problems in the field of financial accting arise, specifically
as regard to its capacity to provide informationu&ions may arise
where financial accounting may correspond to consraklaw, but it then
does not provide a true and fair view, and theaigbe information from
financial accounting for financial management pggs could lead to
economic and financial problems at all levels —itess, national and
global.
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M easurement Basesfor Acquisitionsand Mergers
in Financial Accounting and in Commer cial Law

Hana VOMACKOVA

ABSTRACT

In association with transactions involving busimsssacquisitions and
mergers, etc., commercial law stipulates the newasmeement of
business assets and thus also net business aSsuikrly, financial
accounting stipulates the new measurement of adsdiglities and net
assets with an impact on the amount and structtireqaity. It is a
principal question as to whether the new measureitveses required by
both commercial law and financial accounting argpiimcipal identical.
Practice convinces us that the concepts providedegmslation (both
commercial and accounting) differ in many cases iérad principle of
precedence of the legal form over legal naturepiad, problems arise
in respect to the main purpose of financial accognti.e. achieving a
true and fair view. By stipulating the new measwramof business
assets, commercial law intends to secure valuecttipy of the relations
between a company on the one side and its shaerkothd statutory
body members on the other (or between companiesirigreconomic
groups). Financial accounting focuses on new measemt at two levels:
objective measurement on recognition — the acduisiof an asset, a
group of assets or a business, or objective measunteas at the date of
financial statements should the original measurérmkthe recognition of
an asset or a liability would be significantly oatedd and not reflective of
the actual situation. It is essential that the réjsancies between the
perspectives of commercial law and accounting latitsy be analysed
and removed in order to allow financial accountiogfulfil its basic
purpose.

Key words: Measurement base; Commercial law; Financial acoogint
Acquisition; Merger; Purchase method; Acquisitioathod;
Uniting of interest method; Measurement of purchase
Measurement of net assets; Goodwill; Negative galgdw
Profit arising on acquisition.
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