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Measuring of Financial Performance in Conditions of  Transition to International Financial Reporting Standards (IAS/IFRS)
           in Czech Republic

ABSTRACT
This article deals with the assesment and measuring of financial situation and performance of Small and Medium-sized Enterprises based on Financial Statements compiled in compliance with International Financial Reporting Standards in the condition of Czech Republic Accounting system. Financial indicators as a tool for measuring are used for assessment of the financial situation of enterprises by many users and for various purposes. Financial Statements according to the International Financial Reporting Standards give the other dates, that give the other information about the financial situation of enterprises and their financial performance in comparison with these based on the Financial Statements according to national, in this case Czech Accounting Standards. This article presents comparison of two collection of financial indicators based on the two sets of Financial statements, one compiled according to the International Financial Reporting Standards, the second one according to the Czech Accounting Standards. The results of the comparison show that the value of the same indicators were different in varying degrees and in different direction. In summary we can say that the assesment of the financial situation and financial performance based on IAS/IFRS is diferent.  
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1. Introduction

1.1. IFRS and the need of comparability of financial statements

The growth of multinational corporations, new information technologies and development of the international capital market call for the need of multinational, worldwide valid and respected accounting standards which will enable truly and within the range of current subject field, but mostly comparably inform about enterprise processes. International Financial Reporting Standards (IFRS)
 correspond to these requirements. 
The International Financial Reporting Standards are a summary of the best accounting procedures and experience of the accounting profession and of users´ requirements upon the range of publicly notified information. Their purpose is to increase comparability of reporting on financial effectiveness and financial position of different companies, operating under different national conditions. Comparability of data included in reports, e.g. Balance sheet (statement of financial position), Income statement (Statement of comprehensive income), Statement of changes in equity and Statement of cash flow are of high importance for investors, but also for managers and financial management of companies. Financial reporting provides input information for a financial analysis as a part of financial management, giving indicators not only for financial planning and decission of firm´s managers, but also for assesment the firm´s financial situation during the  proces sof application for a loan or draw the funds of EU. For all these purpuses key importance is to guarantee comparability of data included in financial statements.
However, reaching full comparability is often very difficult. Comparability could be judged in the scope of indices time line within consecutive accounting periods in one company, where generally accepted consistence principle is followed. Comparing financial statements among various companies in one country is only possible when centrally regulated, however it does not work on the international scale. 
The biggest obstacle in comparability of financial statements among individual European Union countries is the fact that the directives do not have a character of an international law. They are realized through the mediation of the corresponding national legal regulations of a member country. Thus specifics of individual member countries reflect in financial accounting, following from their different economic as well legal environments and historical tradition. Enterprises from national economics enter international environment, however they are not yet completely ready for the aligning processes. This is especially the case of SMEs reporting.
1.2.  IFRS and small and medium size enterprises 

Full IFRS were designed to meet the needs of investors in companies operating on public capital markets, they include a range of suggestions and solutions suitable for public businesses. Systém of IFRS means a turning point in financial reporting. It calls for collection and classification of financial data in several dimensions, e.g. not only according to companies´ individual products and services but also in geographical classification, often from inhomogeneous and incomparable data.  Information systems and accounting policies of the companies have to be adapted, the enterprises would have to train their accountants and prepare them for a new approach to accounting, or teach them new approaches to accounting thinking. All this would mean – at least in the beginning – a huge administrative as well as financial burden for these enterprises, bringing a big problem especially for the SMEs. 
Non-publicly Accountable Entities, especially SMEs, do not need identical information or they lack financial sources to adapt to the requirement upon a big volume of reported data. Many of these businesses claim that the use of full IFRS is too demanding. On the other side there is the fact, that small and Medium-sized Enterprises (SMEs) play an important part both in national economies and in economy of EU. Their mutual activities are limited by various difficulties, but one of the biggest problems is the fact that each of the 27 countries has a different accounting system. This fact makes the harmonization of the accounting systems the key demand for the further development of international cooperation. The best tool for this harmonization is IFRS for SMEs as a set of rules which can be used for making financial reports of the company on IFRS principles, however they will not be as complicated as full IFRS financial statements. On 9 July 2009, the IASB issued IFRS for SMEs, effective immediately. This is the first set of international accounting requirements developed specifically for small and medium-sized entities (SMEs). It has been prepared on IFRS foundations but is a stand-alone product that is separate from the full set of International Financial Reporting Standards (IFRSs). The IFRS for SMEs has simplifications that reflect the needs of users of SMEs' financial statements and cost-benefit considerations. Compared with full IFRSs, it is less complex in a number of ways, but keeps the main sence and the principles of reporting acceptable for the SMEs.
1.3.  Implementation of IFRS in Czech Republic
A key problem of accounting based on IFRS in the Czech Republic is that the financial statements provide data (the accounting profit) for calcullating the tax basis and tax liability. In Czech Republic - according to the Regulation No. 1606/2002 of the European Parliament and the Council of 19 July 2002 on the Application of International Accounting Standards - the IFRS application has been compulsory for companies operating on EU regulated markets since 2005. But these entities accounting and reporting according to IFRS by law compulsory for the purpose of the capital market, have to transform the financial statements for the purpose of calculation of the profit tax payable to such which they would compile if they accounted and reported according to the Czech accounting standards. Thus, reporting according to IFRS is something extra to Czech financial statements, which is accompanied by many further problems, such as adopting new accounting policy, training the accountants for a new approach to accounting. All this would mean – at least in the beginning – a huge administrative as well as financial burden for these enterprises.
  Nevertheless at present more and more SMEs are starting to report according to IFRS because they are more and more linked to the surrounding world due to capital connections, customer/supplier relations or external financing by banks. The results of the first part of our research during the project shows that nearly 60% of companies have this type of connection. 28% of companies have an important foreign supplier, 20% of companies are linked to foreign mother company and 10% of companies have an important foreign customer (see Graph 1).
Graph 1 – The contacts of SMEs to the foreign companies 
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1.4. Implementation of IFRS and the assessing of the financial situation and financial 
       performance of the SMEs

Comparing accounting procedures and reporting of all items according to the Czech Accounting Standards and according to IFRS results in differences in the accounting data reporting. According to one reporting frame a company can reach a profit, while according to another it can show a loss. Of big difference can also be total balance sums, asset value, and value of other items of property or liabilities. Financial analyses indicators and indices and comprehensive conclusions about financial situation and financial performance could differ considerably. 
The disclosure of the changes in the financial analyse´s indicators caused by the other accounting metodology is one of the aims of the research done on the University of Finance and Administration in Prague (Czech Republic) as a part of a project financed by the Grant Agency of the Czech Republic, a research grant “IAS/IFRS Usage in Small and Medium Enterprises and its Influence on Performance Measurement”, registration number GA ČR 402/09/0225, coordinated by Faculty of Management and Economics at Tomas Bata University in Zlín (Czech Republic). The aim of this research is to find out at what degree and what direction have changed the value of financial analyses indicators as a consequence of the using the IFRS for the compilation of financial statements. The partly results of this research is the content of this article.
2. IFRS and their impact on the financial analyses´ indicators
2.1. Reasons and consequences of the financial indicators´  changes 

       Reporting of assets, equity and liabilities according to IFRS in compare to the Czech accounting standard (CAS) brings  substantial changes in the classification, content and valuation, that affect almost the all items of the financial statements in varying degrees and in different direction . As the experiences of the companies which report according to IFRS show, provide these Financial Statements a different set of data and totally different picture of financial position and performance of the company. It affects the other areas of using of these data, including assessing of the financial situation and the financial performance based on the indicators of the financial analysis.

        Assessment of the financial situation and performance based on data of the financial statement is used not only by the companies themselves for financial planning and decisions, but also by the financial institutions in the process of lending companies, by business partners who assess perspectives and risks of collaboration, by investors who assess performance and risks of their investments. On the data of the financial statement is based also the bankruptcy and other models, used by the financial institution for risk assessment of clients and consequently for the risk management and managing the capital relevancy. The results of financial analysis are also used by the regional authorities and authorities of the EU for valuation of credibility of applicants for EU funds, evaluation of projects for support from EU funds  etc. 

        Financial analysis provides the data for assessment of the main aspects of the financial stability: profitability, liquidity, financial independence (indebtedness), to asses and predict the development of the financial situation. It allows to express these aspects by the quantitative data, to compare them with the recommended values, to monitore interaction between them, to compare them with the same in the other firms, and identify problem areas and to set targets and measures in order to improve the situation. 

         If the financial statements according to IFRS provide a different set of data and significant different picture of financial situation, it can be deduced that the comprehensive assessment of the financial situation and performance will change. And may lead to the other decisions of the financial analysis indicators´ users. 

2.2. Research Methods
           In this part of the project was made an empirical research aimed to find out if the reporting according IFRS in the terms of concrete companies lead to the different value of the financial indicators. The research was based on the supposition that IAS/IFRS will cause the change in the assessment of the firms and its financial situation and performance. At the second level we supposed, that the results of the assesment will be worse.
        To achieve the goals we used the method comparison of the two set of the financial indicators, which one of them was based on the data of the financial statement prepared according to IFRS, the other one of them was based on the data of the financial statement according to Czech Accounting Standards. The two sets of the financial statements is compilated in one and the same company. Since  2005 the IFRS application has been compulsory for companies operating on EU regulated markets. Besides it they must the same financial statements compile according to the Czech according standard for the tax purposes. It creates a unique situation for the research. We also obtained the financial statement of the other companies, that are not operating on the regulated capital markets, but must compile two sets of financial statements – one according to IFRS for mother company abroad and one for the tax purposes according to CAS. At the first stage we had six sets of statements, at the end we have at our disposal nine sets of financial statement.

       For the assessment of the financial situation have been selected only some of the indicators of financial analysis. The selection was based on the frequency of the use in normally undertaken analysis including the basic method of its calculation - they are listed below:
1) profitability ratios
 :
 a) rentability of equity (ROE)  = EAT  /  Equity 

 b) rentability of assets (ROA)  = EBIT  /  Assets

 c) rentability of sales (ROS)  = EBIT  /  Sales

 d) rentability of capital employment (ROCE) = EBIT/Long-term capital

2) liquidity ratios : a) current ratio = current assets / short-term liabilities  


                     b) quick ratio)  = current assets – inventories / short-term liabilities 

                     c) cash ratio  = current assets – inventories – short-term receivables / 

                                                                                                             short-term liabilities 

3) debt ratios : debt ratio = Liabilities / Assets
                          equity ratio = Equity / Assets

                          financial laverage = Assets / Equity
                          debt-equity ratio = Liabilities / Equity

                          earnings effect of financial leverage = EBT / EBIT  x Assets / Equity
                          Interests coverage = EBDIT  / Interests

                          1/interests coverage  = Interests  / EBDIT
 4) activity indicators : 

 a) turnover rate : turnover rate of assets = Sales / Assets

                            turnover rate of inventories = Sales / Inventories

                            turnover rate of receivables = Sales / Receivables

                            turnover rate of short-term liabilities = Sales/Short-term liabilities

b) turnover time : 360 / turnover rate  (assets, inventories, receivables, short-term liabilities)      
          The two sets of the data were also used for calculation of the Altman model Z-score. For this purpose we could not use the variant of the model created for the Czech condition, because we could not determine the indicator of the overdue liabilities. So we use the formula for the calculation of  the model, in this form:

Zo= 0,717*x1 + 0,847* x2 + 3,107*x3 + 0,420*x4 + 0,998*x5

where x1 = net working capital / Assets
           x2=  retained earnings / Assets

           x3 = EBIT / Assets

           x4 = Equity / Liabilities

           x5 = Sales / Assets

Interpretation :

-  values Z-score higher than 2,7  -  the firm is in good condition, there is not a threat        

                                                                of the bankruptcy in the two further years

-  values in the interval 2,7 – 1,2  -  further development can not be specified more precisely 

                                                              („grey zone“),

-  values lower than 1,2  -  the firm is is threatened by the serious financial problems in the  

                                                      next two-three years 
2.3. Achievements of the research

        The comparison of the two sets of the financial indicators according the two sets of financial statements, one of them according to Czech Accounting Standards and one according to the International Financial Reporting Standards, obtained from the sixteen companies, is presented in the tablet No 1. There is calculated the difference between those on CAS and on IFRS in percentage terms (the base is the value according CAS statements). Plus or minus expreses the direction of change  in comparison with the CAS level. 
         The last column of the Table 1 indicates the average differences of the examined indicators (in absolute value) as consequence of the aplication IFRS in the companies. These data shows in clearly way the following graph No. 2 
Table  1 – Comparison of selected indicators of  financial analyses based on CAS and on IAS/IFRS
                     (the change is in % of a value of CAS)
	Financial

 indicators        /                        

                    Společnost
	ŘLP, s.p

	Spolana,  a.s.
	Škoda
auto 

CZ, a.s.
	ČNP, a.s. 

	Léč.lázně Jáchymov
	ČVZ,
a.s.
 
	T-mobil 2004

	T-mobil 2005 

	T-mobil 2006

	Motor, a.s.

	Vodárnaa.s.

	Strojní zař.a.s.

	ŽPSV UO, a.s.

	  Stroje,    

 s.r.o.

	Společ- nost

	OHL ŽS, a.s
	Average
 (%)

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	

	ROE (v %)
	   -0,96
	-5,62
	   - 33,0
	+8,92
	-0,01
	+4,13
	-21,86
	4,89
	-4,72
	-255,59 
	5,03 
	2,12 
	16,3
	0,00         
	0,00 
	25,2
	24,27

	ROA (v %)
	0,00
	-5,21
	  - 22,0 
	-1,25
	+0,47
	+5,60
	-18,12
	3,22
	-5,31
	-163,39 
	1,34 
	-1,26 
	11,8
	0.00
	-29,32
	15,7
	17,75

	ROS (v %)
	0,00
	+0,92
	    - 6,0 
	-1,53
	+1,99
	+13,51
	-9,58
	1,48
	-6,90
	-168,61 
	1,59 
	7,41 
	-12,3
	0.00
	43,08
	45,4
	20,02

	ROCE (v %)
	-0,92
	-5,57
	- 24,0 
	-0,55
	+0,01
	+6,66
	-18,46
	-7,95
	-5,46
	-163,95 
	2,09 
	3,25 
	21,6
	6,18
	-26,49
	4,6
	18,61

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	current ratio
	-9,96
	+0,49
	- 11,3 
	-7,10
	-5,26
	-0,24
	40,10
	25,14
	-26,68
	-11,38 
	-5,82 
	-19,54 
	-10,4
	-24,69
	61,54
	-13,0
	17,04

	quick ratio)
	-9,96
	+0,49
	- 12,8 
	-5,59
	-5,62
	-0,17
	-15,01
	28,24
	-26,62
	-11,94 
	-5,81 
	-19,56 
	-11,4
	-24,67
	61,54
	-10,0
	15,28

	cash ratio
	-9,96
	+1,49
	- 30,5 
	 -46,05
	-18,21
	-58,64
	-21,48
	31,46
	-25,20
	-17,61 
	1,54 
	154,17 
	-49,0
	-24,81
	53,69
	-14,8
	34,91

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	debt ratio
	+7,16
	+21,06
	- 7,96
	+2,90
	-3,41
	-18,68
	3,61
	15,98
	16,25
	-12,23 
	6,62 
	0,34 
	33,5
	0,00
	-51,31
	2,5
	12,72

	equity ratio
	-0,95
	-1,29
	+ 9,45 
	-8,46
	+9,47
	+4,87
	-1,47
	-0,71
	-1,10
	13,48 
	-4,25 
	-5,36 
	-9,3
	0.00
	147,06
	-9,2
	14,15

	financial laverage 
	0,96
	+1,30
	 - 8,69 
	+9,24
	-8,65
	-4,64
	1,49
	0,72
	1,09
	-11,88 
	4,44 
	5,65 
	10,3
	0.00
	-59,69
	10,1
	8,67

	debt-equity ratio
	-7,57
	-18,46
	+19,00 
	-11,04
	+13,34
	+28,96
	-4,90
	-14,39
	-14,75
	29,30 
	-10,19 
	-5,68 
	-32,1
	0,00
	409,74
	-11,3
	39,41

	earnings effect of financial leverage
	0,96
	+1,18
	- 11,6 
	+10,29
	-7,57
	-4,68
	1,51
	0,74
	1,02
	-21,22 
	3,48 
	3,16 
	4,0
	0,00
	-48,27
	8,2
	7,99

	interest coverage
	-
	0,00
	- 29,6 
	+2,52
	+29,29
	-
	-
	-
	-83,33
	-31,37 
	-2,65 
	-75,48 
	-27,3
	0,00
	43,26
	-11,3
	21,00

	1 /  interest coverage
	0,00
	0,00
	- 68,5 
	-0,79
	-1,10
	+0,04
	-
	- 
	0,07
	-245,75 
	4,42 
	363,68 
	56,0
	0,00
	-31,22
	-6,9
	48,65

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Turnover of assets
	0,00
	-6,07
	- 18,6 
	+0,28
	-9,02
	-10,41
	-9,45
	1,72
	2,19
	-7,61 
	-0,25 
	-8,08 
	27,5
	0,00
	-46,87
	-20,4
	10,72

	Time of turnover (days)
	0,00
	-6,07
	+ 23,2 
	-0,28
	+9,92
	+11,62
	10,43
	1,69
	-2,15
	8,24 
	0,25 
	8,79 
	27,5
	-0,34
	46,98
	-20,4
	11,12

	Turnover of inventories
	0,00
	0,00
	  - 8,0 
	+10,40
	0,00
	-11,43
	88,73
	96,88
	1,56
	0,14 
	-3,57 
	0,00 
	0,1
	-0,04
	--
	141,1
	22,62

	Time of turnover (days)
	0,00
	0,00
	+ 9,2 
	-9,42
	0,00
	+12,91
	-47,01
	49,21
	-1,54
	-0,14 
	3,70 
	0,00 
	-0,1
	+7,70
	--
	-58,5
	12,46

	Turnover of receivable
	0,00
	+4,66
	- 35,6 
	+0,45
	-2,20
	-40,67
	-1,79
	7,85
	4,59
	-0,46 
	1,46 
	6,29 
	-1,9
	-0,02
	-8,10
	-13,1
	8,21

	Time of turnover (days)
	0,00
	    - 4,45
	  + 55,4 
	-0,45
	+2,25
	+68,55
	1,82
	7,28
	4,39
	0,47
	-1,44
	-5,92
	1,9
	+0,05
	8,24
	15,1
	11,11

	T.of short-term liabilities 
	   -9,96
	    +0,39
	- 15,0 
	   -0,00
	-2,88
	-11,91
	-22,90
	30,37
	-34,67
	-11,04 
	-9,41 
	-19,51 
	-6,1
	-24,43
	54,76
	-29,5
	17,68

	Time of turnover (days)
	+11,06
	-0,39
	+ 17,7 
	+0,00
	+2,96
	+13,52
	29,71
	23,30
	34,66
	12,41 
	10,39 
	24,24 
	6,5
	+0,32
	-54,32
	41,8
	17,70


Graph 2 – Changes of the examined financial analysis indicators – average difference 

                  of the indicator´s value based on IFRS from the same indicator based on CAS    

                 (in %  of the value based on CAS, both in positive and in negative direction)
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         The comparison can be summarized the main changes is occured in the indicators based on the items liabilities and on the items of interests, i.e. on these items connected with the other procedures of recocnition and pricing (especially liabilities). Very important is the finding of the change of the  most important indicator, return on assets and return on equity. In the set of firms the indicator has changed more or less then 20 %. The lowest change occured in the indicator of financial leverage – the reason of which cannot be preciously specify.   
         The next Tablet 2 presents the comparison of the value of the Altman model Z-score, calculation of which was based on the two set sof financial statements. The final three  column of the table shows the changes in the firm´s overall rating done on the value of this model.  

         As seen, in four companies (i.e. 25% of all)  the value of the model decreased and it has brought the negative shift into the overall rating. Only in one case (i.e. 6%) the value of the model increased and the overall rating has changed in positive direction. However the rating of the rest of  the set of examined companies (i.e. 69 %)  didn´t have changed, the value of the Altman´s Z-score has changed in all cases, both in positive and in negative direction. 
Table 2 – Comparison of the values Z-score of the companies

	No 
	Company
	Value Z-score
	Interpretation

	
	
	   CAS
	  IFRS
	Diff.  

(absol.)
	Diff. 

(in% CAS)
	CAS
	IFRS
	change  
+/-/x*)

	1.
	Řízení letového provozu, s.p.
	  4,710 
	4,464
	 - 0,256
	-5,43
	No threat of the bankruptcy
	No threat of the bankruptcy
	x

	2.
	Spolana, a.s.
	1,185
	1,117
	- 0,068
	-5,74
	Grey zone
	Grey zone
	     x

	3.
	Škodaauto CZ, a.s.
	2,949
	2,600
	- 0,349
	-11,83
	No threat of the bankruptcy
	Grey zone
	   –

	4.
	Česká námořní plavba, a.s.
	-0,955
	-0,804
	+ 0,151
	+15,81
	Bankruptcy is possible
	Bankruptcy is possible
	  x

	5.
	Léčebné Lázně Jáchymov, a.s.
	2,503
	2,775
	+0,272
	+10,87
	Grey zone
	No threat of the bankruptcy
	 +

	6.
	České vinařské závody, a.s.
	  2,221
	2,450
	+0,229
	+10,31
	Grey zone
	Grey zone
	x

	7.
	T-mobil CZ,

2004
	3,074
	3,276
	+ 0,202
	+6,57
	No threat of the bankruptcy
	 No threat of the bankruptcy
	–

	8.
	T-mobil CZ,

2005
	3,010
	3,284
	+0,274
	+9,10
	No threat of the bankruptcy
	 No threat of the bankruptcy
	x

	9.
	T-mobil CZ,

2006
	 3,434


	 3,177


	- 0,26
	-7,48
	No threat of the bankruptcy
	 No threat of the bankruptcy
	x

	10.
	Strojní zařízení, a.s.
	2,863
	2,655
	-0,208
	-7,26
	No threat of the bankruptcy
	Grey zone
	–  

	11.
	Vodárna, a.s.
	1,264
	1,225
	-0,039
	-3,09
	Grey zone
	Grey zone
	x

	12.
	Motor, a.s.
	2,010
	1,945
	-0,065
	-3,21
	Grey zone
	Grey zone
	x

	13.
	ŽPSV UO, a.s.
	2,237
	2,474
	+0,237
	+10,59
	Grey zone
	Grey zone
	x

	14.
	Stroje, s.r.o

	16,51
	16,23
	- 0,28
	- 1,69
	No threat of the bankruptcy
	 No threat of the bankruptcy
	x

	15.
	Společnost,a.s
	2,14
	1,36
	-0,78
	-0,36
	Grey zone
	Bankruptcy is possible
	–

	16.
	OHL ŽS, a.s.
	2,115
	2,593
	+0,478
	+22,60
	Grey zone
	Grey zone
	x


Origin: financial statements and own calculations 

*) „+“ means growth to the positive assessment, „-“ means decrease to the negative assessment,       „x“ means the same assessment  ¨
       The changes of the value of Altman´s  Z-score are presented in the following graph: 
Graph 3 – Differences of the Altman´s Z-score value in the set of the firms
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2.4.  Results 

     The results can be summarized into several level : 

1.  The values of the indicators was affected by the Financial Statement prepared according 

      to at all companies.
2. The sort of change (positive, negative) was different in individual indicators and   individual companies, and the same situation was in the Altman´s model value. 
3. The results does not allowed to conclude that the IFRS lead to worse assessment of the financial situation of the companies and or to better one. The values of the indicators based on IFRS changed both above the ones based on the CAS and below the ones based on the CAS. 
4. The greatest changes both positive and negative can be seen in the indicator Debt ratio and Equity ratio, the biggest shift was in the indicator Interests coverage and Turnover of Receivables. Both the biggest changes were in the same company. 
5. The indicators which have the greatest importance, i.e. profitability of equity, profitability of assets, were affected by the IFRS too, also in positive and in negative direction, but to a lesser extent (the greater difference was negative, less 33%, the smallest one 0 %).
6. The great change can be seen in the indicators of cash liquidity, turnover of short-terms liabillities, interests coverage.

         It can be concluded that the comparison of two sets of selected indicators of financial analysis based on the Financial Statements compiled according the two systems of Accounting Standards confirmed the assumption that IFRS change the assesment of the financial situation of companies. A partial supposition that IFRS change the assesment in negative direction was not confirmed.
       Further findings gained at this stage of research, which cannot be generalize in the wider scope due to the small sample of companies surveyed, is :

a) the changes are not significant in the total assesment of the financial situation 
b) the changes are both in positive and in negative direction 

c) the most extreme changes were noticed in the indicators based on the data of assets, capital structure, sales, i.e. on these items, in which the approach to the reporting the item is significant different from the Czech accounting standards.
3. Conclusions

Making a financial statement according to IFRS as a form of accounting harmonization is above all cooperation with foreign partners and investors and become one of the condition of competitivness of the SMEs and for building up their international   connections. Correct and comparable financial information on IAS/IFRS basis enable to enter the trust of capital and financial markets but also come into cooperation with bussiness partners, makes approach to sources of finance easier in both of financing at the capital markets and loans which has a majority in SMEs.
Compilation of the financial statements according to IFRS will bring the other data in financial statements, that will lead to the other assessment of financial stability and financial performance. The results of the first stage of research allow to conclude the changes can be expected in all the common used indicators  and both in positive and in negative direction. The comprehensive assessment of the financial situation and financial performance of the firms will be affected too, both in positive and in negative direction. The main reason can be seen in the item of the whole assets, in which is concentrated the main part of the different access to the reporting in comparing with the CAS. But the more details about the reason of these differences must be specify in the other stage of the research.
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� The original name was IAS (International Accounting Standards). To stress the fact that the case is standardization of financial reporting and not standardization of accounting, the name of the whole IAS set was changed into IFRS. Individual standards (IAS 1 through IAS 41) remain in force but new and updated standards are published under IFRS name.


� EAT=earning after taxes, EBT=earning before taxes , EBIT=earning before interests and taxes ,  EBITD = earning before interests, depreciations and taxes 
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