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Acco unting news  

Czech Accounting  

Right of Superficies 

In this issue of the Accounting Bulletin, let us have a closer 

look at the right of superficies and its accounting treatment 

to be applied by both the structure owner and the land owner 

under Czech accounting legislation. 

The right of superficies was incorporated into the Czech legal 

system by way of Act No. 89/2012 Coll., the Civil Code 

(hereinafter “NCC”) effective from 1 January 2014. As part 

of general property law, the right of superficies is stipulated in 

Chapter “Right in Rem”, Sections 1240 - 1260 of NCC. The right 

of superficies was introduced in connection with 

the superficies solo credit principle, pursuant to which land 

prevails over a structure. In the event that the owner 

of a structure is the same as the owner of land, the structure 

“unites” with the land. The purpose of the right of superficies 

is to enable both the construction and ownership 

of structures for persons that are different from the owner(s) 

of land. 

The right of superficies is established against land for 

the following purposes: 

 Construction of new structures;

 Repair or technical improvement of existing structures;

 Blocking: the owner of the right of superficies makes

construction on a piece of land impossible; and

 Acquisition for the purpose of resale.

Pursuant to NCC, the right of superficies is an immovable 

asset that is recorded in the land cadastre and originates 

when the record is made. The right of superficies represents 

a temporary limitation of disposal of land for up to 99 years, 

unless agreed otherwise. At the point the right of superficies 

ceases to exist, its value is nil. 

The land owner may agree with the structure owner that, 

at the point the right of superficies expires as a result of lapse 

of time for which the right was provided, the structure owner 

shall either transfer the structure to the land owner or 

remove the structure. In the event that that the structure gets 

transferred, the structure owner shall be entitled 

to compensation under NCC that equals a half 

of the structure’s value, unless agreed otherwise. 

Accounting Implications of the Right of Superficies 

As the Czech accounting regulations do not stipulate a precise 

treatment of the right of superficies, the legal treatment 

stipulated in NCC is taken into consideration. The right 

of superficies is stipulated by the following accounting 

regulations: Regulation No. 500/2002 Coll., which provides 

implementation guidance on certain provisions of Accounting 

Act No. 563/1991 Coll., as amended, for reporting entities 

maintaining double-entry accounting records (hereinafter 

the “Regulation”); and correspondingly also Regulation No. 

504/2002 Coll., for reporting entities the principal activities 

of which do not include business. The treatment stipulated 

by the Regulations is described below. 

Legal Treatment 

The treatment of the right of superficies stipulated 

by the relevant regulation is as follows: 

Section 7  Tangible Fixed Assets 

(2) Item "B.II.1.2. - Structures", includes the following, regardless

of the valuation amount and the useful life:

a. Structures including buildings, mining structures

and subterranean mining structures, water structures,

and other construction structures under special

legislation; and

b. The right of superficies, unless it represents goods.

Section 47 

(3) The valuation of the right of superficies does not include

the structure that satisfies the right of superficies. In the event that

upon the acquisition of the right of superficies that is valued

at one certain amount and that includes a structure, which

satisfies the right of superficies and which was constructed

by another reporting entity or person, the value of the right

of superficies shall be divided into a portion corresponding with

the structure and another portion corresponding with the right

of superficies, under the materiality principle and under

the principle of a true and fair view of both portions of the right

of superficies.

Section 56 

(5) Structures that satisfy the right of superficies under Section

47 (3) which are accounted for in standalone accounts shall be

depreciated separately.

Accounting Treatment Applied by the Structure Owner 

Accounting Act No. 563/1991 Coll. (hereinafter “AA”) 

determines the method of valuation, recognition 

and depreciation (if relevant) of immovable assets, that is land, 

structures, and the right of superficies, regardless of how they 

are stipulated by the Civil Code. This means that, just as land 

and structures shall always be reported and valued on 

a standalone (separate) basis, so shall the right of superficies 

as such and the structure satisfying the right of superficies be 

reported separately. Thus, in valuating the right of superficies, 

the value shall not include the structure itself. The right 

of superficies shall be reported and valued separately. Also, 

the right of superficies shall be depreciated separately, 

pursuant to the time over which the right exists. 

The right of superficies shall be reported in balance sheet line 

B.II.1.2. - “Structures”, regardless of its value.

Valuation 

Upon acquisition, the right of superficies is either valued 

at acquisition cost (if acquired for compensation), or 

at replacement cost (if acquired without consideration, such 

as inheritance or donations). 

Czech Accounting 
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The acquisition cost can be comprised as follows: 

 The agreed price including incidental costs related

to the acquisition, such as costs of contract conclusion,

fees paid for recording the right of superficies in

the cadastre, and the like; or

 The sum of individual consideration payments to be made

including the incidental costs related to the acquisition.

In the event that the valuation is determined based on 

the sum of individual consideration payments, the valuation 

amount is an amount to be regularly paid, in which no 

indexation is included as it is uncertain at the point the right 

of superficies is acquired. Thus, in line with the prudence 

concept, the indexation shall not be included in 

the acquisition cost. 

The structure owner shall record the right of superficies as 

part of its assets at cost including the incidental costs related 

to the acquisition. In the event that the right of superficies is 

valued in an amount equalling the agreed compensation, 

the valuation shall be made in the amount 

of the compensation and the amount of the relating costs 

(such as costs of the fees for recording in the land cadastre, 

costs of legal counsel, and the like). In the event that 

the valuation is made based on the compensation payments 

to be made, the value shall be determined based on the sum 

of the agreed compensation payments (ie without “uncertain” 

indexation).The point of recording the right of superficies 

under an entity’s assets is the point at which the right was 

recorded in the land cadastre. Also, the date of recording in 

the land cadastre is the date at which depreciation starts. 

Depreciation for accounting purposes shall be made regularly, 

over the existence of the right of superficies. Both the right 

of superficies and the structure itself are depreciated 

separately.  

Individual consideration payments to be made will be 

reported with a corresponding entry in the relevant payable 

account. Indexation shall be treated as an expense for 

the relevant period to which it relates; at the same time, 

the corresponding payable will increase by this amount. 

The (increased) consideration payment made will be 

accounted for with a corresponding record of the increased 

payable. 

For financial reporting purposes, the reporting entity shall 

differentiate the short-term and long-term portion 

of the payable arising from the acquisition of the right 

of superficies. 

Accounting Treatment Applied by the Land Owner 

The land owner shall report the relevant piece of land in 

a special sub-ledger account so as to separate land with 

limited disposal options, in line with Czech Accounting 

Standard No. 001 (2.2.1.a). 

The land owner shall report the compensation for providing 

the right of superficies (regardless of the method 

of determining the compensation, that is, either as one-off 

compensation, as compensation instalments, or as regular 

compensation payments) in income on an accrual basis, over 

the time for which the right of superficies was provided. For 

the event of a one-off compensation, instalments, or partial 

regular compensation payments, the summarised agreed 

amount for the provided right of superficies will be accounted 

for on an accrual basis, over the existence of the right 

of superficies, regardless of the amount of payments actually 

made. In the event of a regular compensation payment made 

annually, the compensation payment will be reported in 

the reporting period to which it relates. Also, indexation will be 

reflected in line with the accrual principle. 

If it has been agreed that subsequent to the expiry of the right 

of superficies, the structure owner shall remove the structure, 

there are no other accounting implications for the land owner. 

As such, the land owner shall solely reclassify the land back 

from the separate sub-ledger account to another sub-ledger 

account reflecting pieces of land for which no right 

of superficies was established. If it has been agreed that 

subsequent to the expiry of the right of superficies, 

the structure shall be transferred back to the land owner, 

the land owner shall make a compensation payment 

to the structure owner in an amount that is to be treated as 

the acquisition cost by the land owner. Alternatively, 

the transfer can be made without consideration (valuation 

at replacement cost). As this transaction has tax implications, 

it is recommended that the set-up of such an agreement be 

discussed with tax advisors.  

Jarmila Rázková 

jrazkova@deloittece.com 

mailto:jrazkova@deloittece.com
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IFRS 

New extracts from the ESMA database 

of IFRS decisions 

In July 2019, the European Securities and Markets Authority 

(ESMA) published further extracts from its confidential 

database of enforcement decisions taken by European 

national enforcers.  

ESMA is an independent EU Authority that was established on 

1 January 2011. ESMA’s mission is to enhance the protection 

of investors and promote stable and well-functioning financial 

markets in the European Union.  

The European national enforcers of financial information 

monitor and review financial statements published by issuers 

with securities traded on a regulated European market 

and who prepare their financial statements in accordance 

with International Financial Reporting Standards (IFRS) 

and consider whether they comply with IFRS and other 

applicable reporting requirements, including relevant national 

law. 

ESMA regularly publishes extracts from its internal database 

of enforcement decisions on financial statements, with 

the aim of providing issuers and users of financial statements 

with relevant information on the appropriate application 

of IFRS. Such publication, together with the rationale behind 

these decisions, will contribute to a consistent application 

of IFRS in the European Union. 

Extracts from the database of enforcement decisions can 

be downloaded here. 

Topics covered in the latest (23rd) batch of extracts, covering 

the period from December 2016 to December 2018:1 

Standard Topic 

IFRS 10 Consolidated Financial 

Statements 

IAS 7 Statement of Cash Flows 

Presentation of cash flows 

arising from changes in 

ownership interests in 

a subsidiary 

IAS 7 Statement of Cash Flows Disclosure of changes in 

liabilities arising from 

financing activities 

IAS 7 Statement of Cash Flows Definition of cash and cash 

equivalents 

IFRS 10 Consolidated Financial 

Statements 

IFRS 12 Disclosure of Interests 

in Other Entities 

IFRS 13 Fair Value 

Measurement 

IAS 1 Presentation of Financial 

Statements 

Disclosure of fair value 

measurement of investments 

by investment entity 

Standard Topic 

IFRS 9 Financial Instruments Impact of forbearance on 

assessment of significant 

increase in credit risk 

IAS 40 Investment Property Accounting treatment 

of leased-out property 

acquired with a view 

to redevelopment 

IFRS 2 Share-based Payment Vesting and non-vesting 

features of performance 

conditions in share-based 

payment plans 

IAS 36 Impairment of Assets 

IAS 34 Interim Financial 

Reporting 

Indications of impairment 

of assets 

From the above mentioned enforcement decisions issued 

by ESMA in July 2019 we have selected two enforcement 

decisions, which may be applicable for a number of entities 

that report under IFRS. 

Presentation of cash flows arising from changes in 

ownership interests in a subsidiary  

Financial year end: 31 Dec 2016   

Category of issue: Statement of cash flows 

Standards or requirements involved: 

 IFRS 10 Consolidated Financial Statements

 IAS 7 Statement of Cash Flows

Description of the entity’s accounting treatment 

The entity does not meet the definition of an investment 

entity in IFRS 10 and, therefore, consolidates its subsidiaries 

rather than accounting for them at fair value through profit 

and loss.  

During 2016, the entity acquired additional shares in one 

of its subsidiaries. The cash flow relating to this 2016 

acquisition was presented as ‘cash flows from investing 

activities’ in its statements of cash flows even though 

the change in the ownership interests in the subsidiary did 

not result in a change of control. 

The entity considered that the presentation of acquisitions 

and/or disposals of shares, irrespective whether it leads 

to a change of control, as cash flows from investing activities 

in the statement of cash flows provides more relevant 

information for users, as such transactions are part of entity’s 

investment strategy.  

IFRS 

https://www.esma.europa.eu/sites/default/files/library/esma32-63-717_23rd_extract_from_the_eecss_database_of_enforcement.pdf
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The enforcement decision 

The enforcer did not agree with the issuer and required 

the issuer to present cash flows arising from changes in 

ownership interests in a subsidiary that do not result in 

a change of control as cash flows from financing activities in 

the statement of cash flows.    

Rationale for the enforcement decision 

Paragraph 42A of IAS 7 requires cash flows arising from 

changes in ownership interests in a subsidiary that do not 

result in a loss of control to be classified as cash flows from 

financing activities, unless the subsidiary is held 

by an investment entity as defined in IFRS 10.  

Furthermore, paragraph 42B of IAS 7 clarifies that as changes 

in ownership interests in a subsidiary that do not result in 

a loss of control, such as the subsequent purchase or sale 

by a parent of a subsidiary’s equity instruments, are 

accounted for as equity transactions, unless the subsidiary 

is held by an investment entity as defined in IFRS 10. 

Accordingly, the resulting cash flows are classified in the same 

way as other transactions with owners, i.e. as cash flows from 

financing activities.  

Disclosure of changes in liabilities arising from financing 

activities 

Financial year end: 31 March 2018   

Category of issue: Changes in liabilities arising from financing 

activities 

Standards or requirements involved: IAS 7 Statement of Cash 

Flows  

Description of the entity’s accounting treatment 

The entity sells computers and multimedia equipment. In 

the entity’s financial statements, financial liabilities account for 

nearly 30% of the balance sheet total and have increased 

by 80% since the end of the previous annual reporting period. 

The entity did not explain the changes in liabilities arising from 

financing activities, either in narrative form or by reconciling 

the changes in financial liabilities in the statement of financial 

position to the changes from financing cash flows and non-

cash changes. 

The enforcement decision 

The enforcer required the entity to explain changes in 

liabilities arising from financing activities. 

Rationale for the enforcement decision 

It was the enforcer’s view that, based on the information 

provided in the primary financial statements and in the notes, 

a user could not evaluate the changes in liabilities arising from 

financing activities both from cash items and non-cash items.  

Paragraph 44A of IAS 7 requires disclosures that enable users 

of financial statements to evaluate changes in liabilities arising 

from financing activities, including changes arising from both 

cash flows and non-cash changes.   

The enforcer considered that one way to fulfil the disclosure 

requirement in paragraph 44A of IAS 7 is suggested in 

paragraph 44D of IAS 7, in the form of a reconciliation 

between the opening and closing balances in the statement 

of financial position for liabilities arising from financing 

activities, including the changes identified in paragraph 44B. 

Where an entity discloses such a reconciliation, it shall provide 

sufficient information to enable users of the financial 

statements to link items included in the reconciliation 

to the statement of financial position and the statement 

of cash flows.  

Further, the enforcer noted that the implementation guidance 

to IAS 7 also includes an illustration of how to present such 

a reconciliation (in the illustrative example E).  

Source: www.esma.europa.eu 

Jitka Kadlecová 

Jkadlecova@deloittece.com 

New Deloitte climate change website 

On 12 June 2019, Deloitte, in collaboration with the Institute 

of Chartered Accountants in England and Wales (ICAEW), 

launched a dedicated climate change website and video 

learning programme. 

This initiative is designed to help businesses and finance 

professionals learn more about tackling climate change. 

Therefore, the new website offers video learning resources, 

setting out the impact that climate change is having on 

humanity and business equipping businesses to implement 

change, manage risks and take advantage of the challenges  

and opportunities created by climate change. A key feature 

of the programme is learning about considerations for 

financial statements and how to translate climate change 

effects into tangible measurements. 

In addition, the new website offers interviews with key drivers 

of climate action in business and links to additional resources 

and guidance. 

Please click to access and explore the new climate change 

website. 

Source: www.IASPlus.com 

Jitka Kadlecová 

Jkadlecova@deloittece.com 
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New IFRS Publications by Deloitte 

In May and June 2019, Deloitte published two new interesting 

publications relating to IFRS. The first publication deals with 

revenue recognition under IFRS 15, with a focus on 

an assessment as to whether an entity is acting as a principal 

or an agent. The other one focuses on IFRS 9 Financial 

Instruments; specifically, the measurement of expected credit 

losses for intercompany loan assets. 

Revenue recognition—evaluating whether an entity is 

acting as a principal or as an agent 

In June 2019 Deloitte IFRS Global Office issued the short 

publication: a Closer Look — Revenue recognition - evaluating 

whether an entity is acting as a principal or as an agent. 

The IASB’s new revenue Standard, IFRS 15 Revenue from 

Contracts with Customers, provides indicators that are similar 

to those in IAS 18 Revenue to help an entity determine 

whether it is a principal or an agent in a revenue transaction 

which involves a third party in providing goods or services 

to a customer. In such situation the entity must determine 

whether the nature of its promise to the customer is 

to provide the underlying goods or services itself 

(i.e. the entity is the principal in the transaction) or to arrange 

for the third party to provide the underlying goods or services 

directly to the customer (i.e., the entity is the agent in 

the transaction). 

However, given the complexities of some arrangements, 

including those involving three or more parties, the evaluation 

of whether an entity is acting as a principal or as an agent 

continues to require significant judgement, and conclusions 

reached under IAS 18 may not be the same as those reached 

under IFRS 15. 

This publication clarifies how the principal-versus-agent 

indicators should be evaluated to support an entity’s 

conclusion that it controls a specified good or service before it 

is transferred to a customer. It also compares the key 

principal-versus-agent considerations under IFRS 15 which is 

based on application of the control principle with the analysis 

under IAS 18 which was focused on the exposure 

to the significant risks and rewards associated with the sale 

of goods or the rendering of services. 

The publication is available on www.iasplus.com. 

Measurement of expected credit losses for intercompany 

loan assets with no documented contractual term 

In May 2019 Deloitte IFRS Global Office issued the publication: 

a Closer Look — Measurement of expected credit losses for 

intercompany loan assets with no documented contractual 

term. 

In consolidated financial statements, intercompany loans are 

eliminated. Hence, there is no intercompany loan asset in 

consolidated financial statements that requires a classification 

and expected credit loss assessment. However, when 

entities prepare their separate financial statements these 

intercompany positions are not eliminated and the reporting 

entity that is a lender needs to assess any intercompany loan 

assets for classification and potential measurement 

of expected credit losses under IFRS 9. 

This publication is focused on how to assess the expected 

credit loss of an intercompany loan asset with no stated terms 

(loans are interest-free and have no stated maturity) in 

separate financial statements.  

The publication is available on www.iasplus.com. 

Jitka Kadlecová 

jkadlecova@deloittece.com 

https://www.iasplus.com/en/publications/global/a-closer-look/principal-versus-agent
http://www.iasplus.com/
https://www.iasplus.com/en/publications/global/a-closer-look/intercompany-loan-assets
http://www.iasplus.com/
mailto:jkadlecova@deloittece.com
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IFRS EU Endorsement Process 

The European Financial Reporting Advisory Group (EFRAG) 

updated its report showing the status of endorsement of each 

IFRS, including standards, interpretations, and amendments, 

most recently on 28 March 2019.  

As of 28 August 2019, the following IASB pronouncements 

are awaiting European Commission endorsement for use in 

the EU: 

Standards 

 IFRS 14 Regulatory Deferral Accounts (issued in January

2014) - the European Commission has decided not

to launch the endorsement process of this interim

standard and to wait for the final standard

 IFRS 17 Insurance contracts (issued in May 2017)

Amendments 

 Amendments to IFRS 3 Definition of a Business

(issued in October 2018)

 Amendments to IFRS 10 and IAS 28 Sale or Contribution

of Assets between an Investor and its Associate or Joint Venture

(issued in September 2014)

 Amendments to IAS 1 and IAS 8 Definition of Material

(issued in October 2018)

 Amendments to References to the Conceptual Framework

in IFRS Standards (issued in March 2018)

Click here for the Endorsement Status Report 

Jitka Kadlecová 

jkadlecova@deloittece.com

http://www.iasplus.com/en/tag-types/other-publications/efrag-endorsement-status-reports
mailto:jkadlecova@deloittece.com
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US GAAP  

Useful Q&As related to the Current expected 

credit losses standard (ASC 326) have been 

published 

In July 2019 FASB staff prepared and published a useful 

document that should help companies clarify questions 

related to the application of provisions from Accounting 

Standards Update No. 2016-13, Financial Instruments—Credit 

Losses (Topic 326): Measurement of Credit Losses on 

Financial Instruments. 

The published document gives responses to 16 questions on 

application of the above mentioned standard and may be very 

helpful to accounting specialists preparing analysis in 

accordance with it.  

The questions relate mainly to the following topics: 

 Application of forecasted information

 Use of historical information vs. forecast information

 What sources of information are required to be used

 Use of external vs. internal data

 Length of the forecast period

Also note that earlier in the year, the FASB staff issued a set 

of Q&As related to the very same standard concerning 

the method applied to estimate expected credit losses: 

Whether the Weighted-Average Remaining Maturity Method Is 

an Acceptable Method to Estimate Expected Credit Losses. 

This Q&A document was published in January 2019.  

Both documents are available on the FASB web page 

www.FASB.org 

Gabriela Jindřišková 

gjindriskova@deloittece.com
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