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Summary

This diploma thesis deals with the comparison of the Czech and Vietnamese accounting
system. The theoretical part focuses on the accounting harmonization in the world and on the
history and characteristics of the accounting systems in the Czech Republic and Vietnam. The
practical part focus on the accounting principles and financial statements of two companies,
one of which is operating in the Czech Republic and the other in Vietnam. On the basis of
foundings in the practical part, the results of this diploma thesis focus on the comparison of the
legal framework of accounting and the form and content of the financial statements in these
two countries, discussing similarities and differences. The diploma thesis also compares
selected areas of accounting procedures and principles used in the Czech Republic and Vietnam
with the international accounting standards IAS/IFRS

Souhrn

Diplomovéa prace se zabyva srovnanim Ceského a vietnamského ucetniho systému.
Teoretickd ¢ast se zamétfuje na harmonizaci ucetnictvi ve svété, na historii a charakteristiku
igetnictvi v Ceské republice a ve Vietnamu. Praktickd &ast se zamé&fuje na charakteristiku
idetnictvi a Gidetnich vykazii dvou spoleénosti, z kterych jedna ptisobi v Ceské republice a
druha ve Vietnamu. Na zdklad€ zjiSténi v praktické ¢asti, vysledky prace se zamétuji na
srovnani ucetniho systému téchto dvou zemi ohledné pravniho rdmce, formy a obsahu ticetnich
vykazii a podobnosti a rozdilti mezi nimi. Prace také srovnava vybrané oblasti i&etnictvi Ceské

republiky a Vietnamu s mezindrodnimi ti¢etnimi standardy IAS/IFRS.
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Objectives

The aim of this diploma thesis is to compare the legal framework of the Czech and the
Vietnamese accounting systems, especially the presentation, form and content of Financial
statements, analyse the similarities and differences with international accounting standards

IAS/IFRS and apply theoretical knowledge on case studies.

Regarding to the purpose of the diploma thesis, the research questions are:

= What are the characteristics of accounting systems of the Czech Republic in legal
framework, and requirement on financial statements?

= What are the characteristics of accounting systems of the Socialist Republic of
Vietnam in legal framework, and requirement on financial statements?

= What are the main differences in accounting regulations in the Czech Republic
and the Socialist Republic of Vietnam?

= What are the main differences in requirements on financial statements in the
Czech Republic and the Socialist Republic of Vietham?

= What are the main similarities and differences in legal framework, principles
based on the particularly comparison of the companies?

=  What could to be improved in accounting system of two countries according to

IFRS and bases on the result of the comparison?



Methodology

Methodology for the literature overview is based on data collection from the relevant
legal framework, specialized publications and other written or online sources. The methods of
analysis, synthesis, comparison and deduction will be used to prepare the practical part and to
formulate the conclusions of the thesis.

The diploma thesis structure includes two main parts: the first one is the theoretical part
with literature review about IFRS and harmonization process, the Czech accounting's legal
framework, requirements for financial statement as well as the Viethamese accounting's legal
framework, requirements for financial statement; the second one is the practical part with the
case study analysis of two companies, one from the Czech Republic and one from socialist
republic of Vietnam. This part contains the short introduction of two research subjects, its
accounting policies, and the financial analysis. Then, there will be the discussion and
conclusion based on previous parts.

The methodology used for the literature overview is mainly synthesis and deductive
method based on data collection, which is mostly from the relevant laws or regulations,
specialized publications, study books, and online sources. To answer the first two research
questions about Czech and Vietnamese accounting characteristic, secondary information is
collected from studies about Czech accounting regulations, standards along with the
Vietnamese accounting reform, laws, or standards. Additionally, the research about the
differences between the Czech accounting system with IFRS, or between the Vietnamese
accounting system with IFRS are considered. In addition, information of laws and regulations
is collected from national, or academic websites.

For the practical part, the classification analysis, relation analysis, and synthesis method
will be used based on primary data source from the annual financial statements of two studying
companies in 2014, 2015, 2016. Information about these companies' accounting policies and
their figures in the balance sheet, income statement, and note to the financial statement will be
focused on. Additionally, financial performance ratios together with comparison method are
used to analyse and make sure that the financial statements of two entities are comparable.

Finally, by using the combination of the synthesis, deductive, comparison method,
answers for other research questions about the differences between two accounting systems

will be prepared and presented in the discussion and conclusion.



Findings

Regarding the purpose of the diploma thesis, and on the research related to this diploma
thesis, the answers for the research questions are:

= What are the characteristics of the accounting system of the Czech Republic in
legal framework and requirements on financial statements?

The Czech accounting system in the past was influenced by the central planning system in
politics. From 1990, there has been changes towards the European style of accounting and the
new Act on Accounting was based on the principles of the Fourth European Directive regarding
the annual accounts of companies. After the entry of the Czech Republic into the European
Union in 2004, the changes in accounting leaned towards the principles of the international
accounting standards IAS/IFRS. There are still differences, regarding for example these areas:
the leased assets (where the owner reports and depreciates the asset, rather than the user),
creating provisions for future repairs of property (which are not allowed according to
IAS/IFRS), capitalization of research and development costs (where are strict rules according
to IAS/IFRS, but not according to IAS/IFRS), until 2016 changes in own inventory and
capitalization of own services were part of revenues (according to IAS/IFRS these items are
reported as expenses) and other areas shown in Table 7. From 2016 there has been some
changes to implement more of the principles of IAS/IFRS, but there are still areas, which do
not comply with the international accounting standards. Listed companies on international
markets have to prepare their financial statements according to IAS/IFRS from 2005, but other

companies follow the national accounting legislation.

= What are the characteristics of the accounting system of the Socialist Republic of
Vietnam in legal framework and requirements on financial statements?

The Vietnamese accounting legal framework, similar to the Czech Accounting system, is
according to code law system or continental law, which means it is strictly regulated from the
law, including law from accounting and other relative law such as taxation, or civil law. The
economic crisis in the 1980s marked a significant step in the reform process of accounting in
Vietnam when it changed from a command economy to a market economy. After that, under
"Open-door™ policy and the accession to international organizations, such as WTO, ASEAN,
the Vietnamese accounting system has been influenced and modified toward international
standards IAS/IFRS in many years. Till now, due to the local economic environment and legal

system, there are still many differences between VAS and IFRS. This can be seen easily in



some aspests, for instance, the rigid, strict format of financial reporting of Vietnamese
accounting system, eliminating the flexibility and diversity of financial reporting. Additionally,
in the valuation method for inventory, while LIFO is permitted in the Vietnamese Accounting,
it is not allowed in accordance to IFRS; or only historical and realizable cost is accepted before
the fair value has been applied from 2017, which reduce the tranparency of the information.
These differences are not permanent and expected to modify in the future when the Vietnamese

economy in the high position, thus, will be more consistent with using IFRS.

= What are the main differences in accounting regulations in the Czech Republic
and the Socialist Republic of Vietnam?

Both countries have national legislation in form of Act on Accounting and accounting
standards. The main difference is in the area of financial lease, where Vietnam is more in
compliance with the IAS/IFRS. In the Czech Republic, the owner (the lease company) reports
and depreciates the leased assets. In Vietnam, the company who uses the leased asset reports
and depreciates the leased assets, which is in compliance with the IAS/IFRS requirements. In
the Czech Republic, the format and structure of the balance sheet and the income statement is
prescribed and the income statement in most reported cases reports operating expenses by

nature. In Vietnam, the income statement is commonly prepared by function.

= What are the main differences in requirements on financial statements in the
Czech Republic and the Socialist Republic of Vietnam?

In the Czech Republic, until 2016, the complete set of financial statements (annual accounts)
represented a balance sheet, an income statement and notes to the financial statements. The
cash-flow statement and the statement of changes in equity were optional. From 2016, these
two statements are mandatory for medium and large companies. In Vietnam, a mandatory set
of financial statements include a balance sheet, income statement, notes and a cash-flow
statement. The statement of changes in own equity is not required as a primary statement and
it can be presented as part of Notes to the financial statements.

= What are the main similarities and differences in the accounting principles based

on the particular comparison of the case-study companies?
Differences were found in the area of depreciation (mainly goodwill) and the presentation of
the income statement. The main difference is in reporting the leased assets. The Czech

company does not include the leased assets in its balance sheet and the Vietnamese company



does. This can be the main difficulty when comparing the results of the financial analysis. Both

companies report their assets in a historical cost.

=  What could be improved in the accounting system of the two countries according

to IFRS and based on the result of the comparison?
The main thing remaining to be implemented in the Czech Republic is the leased assets
presentation. There is also a lack of legal definition of the components of the financial
statements (definition of assets, liabilities, equity, expenses and revenues). Capitalization of

the costs of research and development is also different from the IAS/IFRS requirements.

The similarities of the accounting systems of both countries are in the continental style of
the accounting system, meaning a strong compliance with the national legal regulations. Both
countries use historical cost as the main valuation method. Requirements on the financial
statements are similar: the balance sheet, the income statement, notes to the financial
statements, the cash flow statement and the statement of changes in own equity are required,
but for a different type of companies. The difference is in the legal requirements as to what is
considered a primary statement.

The main differences in the accounting principles are related to the definition of the
components of the financial statements. In the Czech Republic, there is no definition of assets,
therefore the main difference between the Vietnamese accounting system and the IAS/IFRS
requirements is the accounting treatment of the leased assets. This can be a main obstacle when

comparing two companies operating in different countries.
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