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Abstract: This paper analyses the accounting and tax treatment of forests as biological assets in the Czech Republic un-
der Act No. 563/1991 Coll., on Accounting, and its implementing regulations. It compares national approaches with the
International Financial Reporting Standards (IFRS), focusing on the International Accounting Standard IAS 41 — Agri-
culture. A comparative-analytical method was used to identify key differences in classification, valuation, and reporting
practices. Czech legislation values forests at historical cost and classifies them as non-depreciable land, whereas IFRS
requires fair value measurement, capturing biological transformation and the economic potential of forest ecosystems.
The findings show that while the Czech framework ensures legal clarity and tax alignment, it lacks integration with
environmental accounting frameworks such as the United Nations System of Integrated Environmental Economic Ac-
counts (SEEA) and does not reflect ecosystem services or ESG (environmental, social, governance) reporting needs.
In contrast, IFRS provides a dynamic representation of forest assets, supporting transparency and comparability in in-
ternational contexts. The study contributes to the ongoing harmonisation debate by offering recommendations to im-
prove the alignment of Czech accounting with international standards, thus supporting sustainable forest management
and enhancing investment credibility. Its originality lies in combining legislative analysis with international practice
review, highlighting the gap between ecological value and financial reporting in forestry.
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Forests are multifunctional ecosystems that pro- and social significance, forests are still primarily
vide a wide range of ecosystem services, including treated as economic resources in accounting prac-
timber production, carbon sequestration, biodi- tice, with limited reflection of their broader value.
versity conservation, water regulation, and natural = The concept of 'biological assets' under Interna-
hazard protection. Despite their environmental tional Accounting Standard IAS 41 (Agriculture)
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offers a framework for recognising living plants and
animals as assets, but its application varies signifi-
cantly across countries and sectors.

Recent forest economics research increasingly
focuses on the valuation of ecosystem services pro-
vided by forests (Govigli, Bruzzese 2023a). Howev-
er, the production function of forests and revenues
from timber sales remain key for forest enterprises
(Safafik et al. 2022; FAO 2024). Sigdk (2021) empha-
sised that non-market functions of forests are often
more valuable than their market functions, a view
that remains relevant today. According to Holé-
cy (2019), the production function describes the
transformation of inputs and production factors
into outputs through econometric modelling.

Biological assets are defined by IAS 41 (2009).
This definition is further stated and modified
in contributions of authors, e.g. Hlavackové (2009);
Mates and Grosu (2009); Holubova (2010);
Cermakové (2013); Dvoidkova (2017), as living or-
ganisms or plants that have economic value. Their
accounting is important for proper business man-
agement, and knowledge of their categories is cru-
cial for their proper accounting.

There are different categories of biological assets,
and each category requires specific accounting
procedures that must be followed for proper busi-
ness management.

From the point of view of enterprises (or the
current legislation should use the concept of com-
mercial enterprises) in forestry (FE), the classifica-
tion of biological assets is based on the expected
benefits that the biological assets bring to the en-
terprise. The classification of biological assets can
be based on the type of asset (forest land, timber,
animals, etc.), but also on their functions.

A forest is a biological asset, a natural capital, and
therefore an object of the accounting system if the
asset is owned by the business. Financial accounting
is regulated in different ways and to different extents
in different countries around the world. This is due
to the traditions, customs, economic and legislative
environment of these countries, or their involvement
in a wider economic and political grouping such
as the European Union. However, globalisation has
led to an increasing drive to harmonise accounting
and to introduce internationally uniform and com-
parable accounting or financial reporting practices.

In the Czech Republic, forests are usually report-
ed according to the regulations resulting from Act
No. 563/1991 Coll., on Accounting, implementing

decrees and national standards (Czech Accounting
Standards — CAS), which differ significantly from
International Financial Reporting Standards (IFRS).
These differences include valuation methods, tim-
ing of recognition, and treatment of changes in fair
value. Moreover, the tax implications of forestry
activity are often unclear, particularly for private
forest owners and companies.

This article describes approaches to forest bio-
logical assets from the perspective of Czech leg-
islation (and international regulations, especially
IFRS (Dvorakova 2017; Chamber of Auditors 2020;
Govigli, Bruzzeze 2023b). National environmental
accounting systems that combine economic and
environmental information will also be presented.

However, international standards (especially
IAS 41) and national legislation, such as the Czech
Accounting Act (Act No. 563/1991 Coll.), ap-
proach the issue differently. This article therefore
examines the differences in accounting and tax
perspectives on forest as a biological asset, empha-
sising the importance of harmonising accounting
standards at a global level.

Forest production, like any sector of the nation-
al economy, has its own particularities. As stated
by Kupc¢ak (2003), these are mainly high depend-
ence on natural conditions, seasonality and the
influence of climatic phenomena, the cycle of for-
est production, the temporal mismatch between the
production and work processes, the biological nature
of production, the spatial dispersion, the multifunc-
tionality of forest management and the low possibil-
ity of human control of the production process.

Forestry enterprises are therefore different from
other business units (Kup¢dk 2003; Drolet, Le-
Bel 2010). In comparison, they are dependent
on natural and environmental conditions and are
closely linked to their geographical location.

The aim of this article is to critically assess the
current accounting and tax treatment of forests
in the Czech Republic, using IFRS as a compara-
tive benchmark. Specifically, it examines valuation
methods, the role of environmental accounting,
and the integration of sustainable forestry into fi-
nancial reporting frameworks.

MATERIAL AND METHODS

This study adopts a comparative-analytical ap-
proach to examine the differences in accounting
and tax treatment of forests as biological assets
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under Czech Accounting Standards (CAS) and In-

ternational Financial Reporting Standards (IFRS),

with a specific focus on IAS 41 — Agriculture.

The methodological framework is based on a struc-

tured comparison of the legal, accounting, and tax

aspects in both systems. The steps of the analysis
are outlined below:

(/) Legal and regulatory mapping — identification
and review of key legislative sources in the
Czech Republic and IFRS.

(i) Classification and valuation comparison — anal-
ysis of asset types (land, timber, plantations)
and valuation methods (historical cost vs. fair
value).

(iii) Taxation and reserves — examination of tax
treatment, cultivation reserves, and deprecia-
tion rules.

(iv) Operational accounting practices — review
of forest inventory flows and recognition of pro-
duction outputs and losses.

(v) Integration of environmental considerations —
analysis of the role of ecosystem services in na-
tional vs. international frameworks.

(vi) Synthesis and comparative evaluation — sum-
mary of practical and conceptual differenc-
es and their implications for reporting and
sustainability.

Forest from the perspective of Czech account-
ing legislation. From the point of view of Czech
accounting legislation, forest enterprises must
follow three basic accounting rules. These are
Act No. 563/1991 Coll,, on Accounting (ZoU)
(1991), Ordinance No. 500/2002 Coll., implement-
ing certain provisions of Act No. 563/1991 Coll
(2002), on Accounting, as amended, for accounting
units that are entrepreneurs accounting in the dou-
ble-entry bookkeeping system (hereinafter referred
to as the Ordinance) and the Czech Accounting
Standards for Entrepreneurs (2024). These are
CAS 001-023 (CAS 2024).

In the accounting legislation of the Czech Re-
public, there are only five references to the word
forest. Section 32a of the ZoU states that a large
accounting entity, including a public interest entity
active in the logging sector in native forests, shall
prepare a report on payments to the administration
of a member state of the European Union or a third
country as at the balance sheet date. The obligation
of the consolidated report on payments arising from
logging activities in the native forests sector is set
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out in Section 32c¢ of the ZoU. Section 6(9) of the
Ordinance 500/2002 Coll. states that a forest man-
agement plan is, inter alia, a fixed intangible asset.
The fourth and fifth references are made in Arti-
cle 47 of the Ordinance, namely that the valuation
of intangible and tangible fixed assets may include
charges for the temporary or permanent withdraw-
al of forest land [paragraph 1(c)]. Furthermore, the
valuation of the acquired land includes forest cover
or planting of trees and shrubs (paragraph 9). From
the above, the following facts are clear.

Forest and its productive functions are classified
as either fixed or current assets in the accounts
of forestry undertakings.

The Czech accounting legislation classifies forest
as a non-depreciable fixed asset, i.e. as land (it does
not lose value over time, on the contrary, it gains
value over time), without taking into account the fact
that forest land may contain forest vegetation in vari-
ous stages of development. Similarly, forest planta-
tions are not considered as movable property and are
therefore not recorded separately in the accounts.
Harvested timber in various stages of completion
is classified as inventory. Specifically, according
to Czech accounting legislation, forest management
plans are also accounted for as intangible fixed assets.

Forest from the perspective of International
Financial Reporting Standards. International Fi-
nancial Reporting Standards (IFRS), formerly In-
ternational Accounting Standards (IAS), began
in the 1970s. The designation IAS or IFRS then
corresponds to the time period in which they were
developed. IAS standards were issued between
1973 and 2001, while later standards are called
IFRS (Dvorakova 2017). Standards are developed
by an independent international organisation, the
International Accounting Standards Board (IASB).
It is a set of international guidelines for accounting
and financial reporting.

Companies preparing financial statements in ac-
cordance with IAS/IFRS are required to apply all
relevant applicable IAS/IFRS standards and their
interpretations and implementation guidance
(Chamber of Auditors 2020).

Since 2010, forestry practices and state forest en-
terprises have introduced obligations for selected
companies to adopt certain international account-
ing standards. The aim was to bring state accounting
closer to private entities (Dvorakova 2017).

Multiple standards can be applied to agricultural
activities, which encompass a range of activities,
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including forestry, from the perspective of inter-
national standards. These include, for example,
IAS 2 - for inventories, i.e. harvested and approx-
imated timber, IFRS 13 — for fair value measure-
ment, IAS 16 — for land, IAS 20 — for government
subsidies, IAS 38 — for intangible fixed assets, but
above all IAS 41 — for biological assets, where
the value of forest plantations can be included
(Hlavackova 2009).

IAS 41 — Agriculture provides rules for the meas-
urement and recognition of biological assets in the
financial statements (Dvoidkova 2017). The fi-
nal version of the standard was issued in Decem-
ber 2000 and is effective for accounting periods
beginning on or after 1 January 2003 (Sedlacek 2007;
Bohusovd, Svoboda 2016; Gongalves et al. 2017).
According to IAS 41, the standard is used for the
accounting treatment of agricultural activities,
which are biological assets, agricultural production
at the time of harvest and government subsidies
(Dvordkova 2017).

In the forestry sector, the agricultural standard
covers the part of forest production that relates
from the establishment stage of the forest stand,
the growth stage (harvesting period), to the time
of harvesting the forest stand (Herbohn, Her-
bohn 2006; Cermékové 2013).

Figure 1 shows the classification of biological as-
sets according to IAS 41 according to their purpose
in the enterprise.

From a valuation perspective, IAS 41 requires
biological assets to be measured at fair value less
estimated costs to sell from the time of acquisi-
tion and initial recognition. Further remeasure-
ment to fair value always takes place at the date

of the financial statements (Mates, Grosu 2009;
Hinke, Starova 2014; Dvorakova 2017; Gongalves
et al. 2017). Also, production that is harvested
from biological assets is measured at fair value
at less estimated costs of sale at the time of har-
vest. This valuation is the cost at the date of harvest
for further application of IAS 2 — Inventories
(Orbén et al. 2015; Dvorakova 2017). As stated
by Elad (2004), Bohusovd and Svoboda (2016)
or Gongalves et al. (2017), in general, the reported
value of assets under the fair value model is val-
ue-relevant. Research on value relevance infers
how accounting information is reflected in stock
prices and how it affects investors' decision mak-
ing (Bart et al. 2001). The inclusion of more infor-
mation in financial statements appears to be the
most important advantage of fair value account-
ing (Bart et al. 2001; Ball 2006; Mala, Chand 2012;
Gongalves et al. 2017). This is because fair value
provides more information than historical cost
whenever there is an observable market price
or an independently observable and reliable esti-
mate of the market price (Ball 2006). From study-
ing these articles, it can also be concluded that
the use of fair value is more appropriate for com-
panies that have a higher level of disclosure.
Accounting for specifics in forestry in the
Czech Republic. Forest management plans (FMPs)
are classified as intangible fixed assets under spe-
cific conditions in Czech forestry accounting.
In accordance with Act No. 289/1995 Coll. on For-
ests, entities that manage state forests or own more
than 50 ha of forest are legally obliged to pro-
duce an FMP. Where the acquisition cost exceeds
CZK 60 000 (approx. EUR 2 400), the FMP is recog-

Biological assets

Consumable biological assets

Mature
consumable
biological assets

Immature
consumable
biological assets

Bearer biological assets

Mature bearer
biological assets

Immature bearer
biological assets

Figure 1. Classification of biological assets according to the International Financial Reporting Standards (IFRS)

Source: Cermdakové (2013)
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nised as a depreciable asset (MoA 2023). If the FMP
is prepared in digital form, the Ministry of Agricul-
ture may provide financial support, which is de-
ducted from the acquisition cost. If the threshold
is not met, the FMP is recorded as a service (Safarik
et al. 2021).

Forest land, including vegetation, is treated
as tangible fixed assets under the Czech Civil
Code (Act No. 89/2012 Coll.). These assets are
not subject to depreciation due to their poten-
tial for appreciation. The value is recorded at his-
torical cost and includes related acquisition costs
(Act No. 151/1997 Coll.). Internally cultivated for-
est stands do not increase asset value but are treat-
ed as operational costs (Dusek 2015).

Since 2008, Ordinance No. 500/2002 Coll. re-
quires entities managing forest land exceed-
ing 10 ha to disclose the area and value of forest
cover, calculated by multiplying the area (in m?)
with an average value of 57 CZK-m2 (Safaiik,
Hlavackova 2022). If alternative valuation methods
are used, their basis and purpose must be disclosed
in the financial statements.

Harvested timber is accounted for as own-pro-
duction inventory and is tracked in various stages:
stump (P), removal roadside (OM), and dispatch
warehouse (ES). Timber flows increase in value
as they progress through production stages and
are valued using the phase calculation approach,
known as Method A, pursuant to Czech Account-
ing Standard No. 015 (CAS 015). Inventory dis-
crepancies are reconciled annually; positive
differences are considered revenue, while short-
ages are classified as either tax-deductible (nat-
ural losses) or non-deductible (culpable losses)
(CAS 007; Hlavackova, Safarik 2021). Establish-
ing internal wastage norms is recommended
to manage these differences appropriately (Pecen-
ka et al. 2020).

Cultivation reserves represent statutory re-
serves defined under Act No. 593/1992 Coll. and
are tax-deductible. These are intended to align
the timing of income taxation with the actual
incurrence of forest regeneration costs, which
may occur years after timber harvest. The reserve
is calculated based on a budgeted plan of silvicul-
tural work and drawn down as work is completed.
If unused, the reserve must be cancelled. Entities
must hold corresponding funds in a linked (se-
cured) account with a Czech bank, as specified
by Safafik et al. (2011).
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Accounting provisions are recorded in accord-
ance with Czech Accounting Standard No. 004 and
represent future obligations. These provisions are
charged to cost accounts and matched by liabilities
in analytical accounts grouped by purpose (Safaiik
et al. 2021).

Differentiating between repairs, maintenance,
and technical improvement is critical for determin-
ing tax treatment. Technical improvements, such
as road widening, drainage construction, and con-
version to haul roads, increase asset value and are
depreciable (Act No. 586/1992 Coll.). In contrast,
repairs and seasonal maintenance activities like
pothole patching or snow removal are expensed
directly (Moréavek 2015). Similar rules apply to for-
est reservoirs, where reconstruction alters hydrau-
lic functionality, while maintenance is governed
by operational protocols.

Where classification is uncertain, entities may
seek a binding ruling from the tax authority under
Section 33a of the Income Tax Act. This mecha-
nism helps mitigate tax risks in asset management
and capital expenditure planning in forestry (Her-
bohn, Herbohn 2006; Aziz 2015).

Environmental accounting. Environmental ac-
counting can be defined as a set of principles, ap-
proaches and activities that contribute to solving
environmental problems. It is developed both at the
macro level, i.e. at the level of the system of nation-
al accounts, and at the micro level, i.e. at the level
of corporate accounting (Hlavackova 2008).

National accounting is generally a rich, inter-
related system of information about the national
economy. Environmental accounting used in this
context refers to the national economy. Environ-
mental accounting is therefore a source of infor-
mation primarily on the consumption of national
resources, both renewable and non-renewable, and
could therefore be referred to as natural resource
accounting.

The contribution of forestry to the national econ-
omy is often measured by its share of gross domes-
tic product (GDP) and by indicators such as export
earnings, labour generation and industrial produc-
tion. However, other indicators that take account
of the economy and the environment, such as en-
vironmental accounts at the national level, are also
used to determine the gross value added of indi-
vidual sectors. This is a statistical system that links
information on the economy and the environment
into a common framework.
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Important policy initiatives at EU level that are
relevant to environmental accounts are the Green
Deal for Europe, the Eighth Environmental Action
Plan, the implementation of the 2030 Agenda in the
EU, the New Action Plan for the Circular Economy
or the Recovery and Resilience Facility, which led
to the creation of the National Recovery Plan in the
Czech Republic (CSO 2023).

The European System of Accounts (ESA) is pro-
duced in line with the System of National Accounts
(SNA) and is the main EU economic statistics tool
for the production of economic indicators, includ-
ing GDP. Satellite accounts are also used to analyse
the interrelationships between the environment
and the economy (CSO 2023).

Approaches to measuring environmental assets,
changes in the state of assets, and the flow of ma-
terials or energy between the economy and the
environment are formally defined in the United
Nations System of Integrated Environmental Eco-
nomic Accounts (SEEA) (2021). The SEEA applies
financial accounting principles, i.e. the principles
of the System of National Accounts (SNA), to the
environment (Dickie, Neupauer 2019). The SEEA
combines economic and environmental informa-
tion to measure the environmental contribution
of the economy and the impact of the economy
on the environment. SEEA complements another
benchmark framework, Experimental Ecosystem
Accounting (EEA) (UN 2021). EEA includes sepa-
rate accounts for ecosystem services, ecosystem
extent, ecosystem condition, and monetary assets.
The natural capital accounts are an extension of the
ecosystem accounts defined in the EEA framework
(Dickie, Neupauer 2019; Stebbings 2021; UN 2021).
Assets defined within natural capital accounts have
a broader scope than ecosystem assets, as they in-
clude environmental resources (e.g. materials and
energy). Natural capital accounting (NCA), devel-
oped to measure assets and track changes, records
the status of assets in terms of stocks and flows, both
in monetary and non-monetary terms. The struc-
ture of the NCA follows the structure of the SEEA
and they are therefore aligned, thus conforming
to the principles of national accounting.

Environmental information  should also
be an important part of the company's informa-
tion system. The definition of environmental ac-
counting, according to Schaltegger et al. (2000),
is that this accounting provides information on the
environmentally induced financial impacts on en-

terprises and on the environmental aspects of the
economic system. It is a way of tracking the ef-
fects that financial flows associated with activities
that affect the environment have on the system
(Hlavackova 2008). It is divided into financial (EFA)
and managerial (EMA) accounting. EFA deals with
the expression, valuation, assessment and report-
ing of environmental liabilities and financially sig-
nificant (critical) costs related to the environmental
impacts of corporate activities, products and ser-
vices (Schaltegger et al. 2000; Hajek et al. 2012,
2013). EMA is an integral part of management,
concerned with identifying, collecting, estimating,
analysing, reporting and communicating informa-
tion on material and energy flows, information
on environmental costs and other value-based
information that is the basis for decision-making
within a given enterprise (Gray 2002; Jasch 2006;
Hlavackova 2008).

Environmental accounting provides very valu-
able information that can be used both at the level
of the enterprise as a whole and at the level of in-
ternal departments, processes and performances
in the areas of environmental cost management,
pricing decision-making, planning and budgeting,
investment decision-making, costing, savings and
benefits of environment-related projects, planning
and implementation of cleaner production projects,
pollution prevention and others, environmental
protection projects, planning and implementation
of environmental management systems, setting
quantified environmental targets, environmental
profile assessment, indicators, benchmarking, ex-
ternal reporting on the company's environmental
performance, external financial reporting on envi-
ronmental costs and liabilities, other environment-
related reporting for statistical offices and local
authorities [see e.g. 'Environmental management
accounting is beneficial for different sectors, types
of companies and organisations and is an impor-
tant management tool as well as an environmental
policy tool that includes an externalities perspec-
tive' (Hajek et al. 2012)].

ESG context and sustainability report. Forests
play a vital role in climate change mitigation and bio-
diversity preservation, which makes their treatment
in financial reporting crucial for environmental, so-
cial, governance (ESG) evaluation (Lee et al. 2025).
Investors, regulators, and the public increasingly
demand transparency in how natural assets are
managed and accounted for. However, existing ac-
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counting systems do not yet adequately reflect the
sustainability dimension of forest assets.

The EU's Corporate Sustainability Reporting Di-
rective (CSRD) and the European Sustainability
Reporting Standards (ESRS) aim to integrate envi-
ronmental performance into financial disclosures.
Forestry companies may soon be required to report
not only on financial results, but also on carbon
storage, biodiversity impact, and land use changes.
This reinforces the need for consistent, meaningful
accounting frameworks for forests.

Sustainable forest management (SFM) principles
are difficult to translate into numbers, yet financial
systems must evolve to reflect the reality that eco-
logical resilience is inseparable from economic val-
ue. Ignoring the environmental function of forests
in accounting may lead to distorted incentives and
underinvestment in long-term forest health.

RESULTS

This section synthesises the findings from the arti-
cle, outlining the key outcomes and interpretations
of forest accounting as a biological asset within both
the Czech accounting framework and International
Financial Reporting Standards (IFRS).

Differences in asset valuation. The analysis
highlights a significant divergence between the
Czech accounting system and IFRS in terms of val-
uation approaches for biological assets. Czech
legislation values forest land as a non-depreciable
asset, assessed primarily at historical cost, where-
as IFRS mandates fair value measurement under
IAS 41. This difference affects the reported value
of forests in financial statements, with IFRS allow-
ing for a more dynamic representation of forest
growth and ecosystem service contributions.

The analysis showed fundamental differences
between the approaches of Czech legislation and
international accounting standards. While Czech
legislation values forests as assets based on histori-
cal costs, IFRS uses fair value, which includes not
only the growth of the forest stand but also the po-
tential for ecosystem services.

Impact on financial statements. The revalua-
tion process under IFRS, which captures fair value
at every reporting date, provides a closer alignment
between the ecological growth of the forest and
its economic value, potentially leading to greater
transparency for investors. However, the absence
of an active market for certain forest types can lim-
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it the fair value model's applicability, requiring al-
ternative approaches such as discounted cash flow
methods or ecosystem service valuations.

The difference in approaches has a major impact
on the reported value of forests in financial state-
ments and thus on investors' decision-making.
While IFRS encourage dynamic reporting of the
growth and environmental benefits of forests, Czech
standards provide a more conservative view that
does not consider the environmental dimension.

Accounting for forest reserves. Czech legisla-
tion includes specific provisions for forestry-related
reserves for cultivation activities, reflecting an ef-
fort to address the long production cycle inherent
in forestry. These statutory reserves support future
silvicultural activities, aiding in sustainable forest-
ry management by deferring taxes until the funds
are used for cultivation, thereby stabilising finan-
cial performance across periods of planting and
harvesting. However, these instruments are not
sufficiently integrated into the broader framework
of environmental accounting.

Inventory management in forestry. Inventory
records for forestry products, including timber and
seedlings at various stages, highlight the unique
production cycle in forestry. Czech standards clas-
sify these assets as current production inventory,
unlike the IFRS approach where standing timber
is considered a biological asset until harvested.
The recording of harvested timber as inventory
stock creates a distinction that affects both finan-
cial outcomes and tax calculations.

Environmental accounting considerations.
Incorporating environmental accounting frame-
works, such as the United Nations System of En-
vironmental Economic Accounting (SEEA),
underscores the relevance of forests beyond their
timber value, including carbon sequestration and
biodiversity. Such frameworks align with EU envi-
ronmental policies and help integrate environmen-
tal objectives into economic decision-making.

These results underscore that while Czech legis-
lation emphasises historical cost and legal compli-
ance, IFRS provides a more comprehensive view
of forest assets by valuing biological growth and
ecosystem services. Adopting IFRS standards for
forestry enterprises could enhance the transpar-
ency of financial reporting and potentially attract
environmentally conscious investors.

Table 1 shows the main differences between
Czech and international accounting standards.
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Table 1. Main differences in accounting for biological assets between CAS and IFRS

Area (CAS)

Czech Accounting Standards

International Accounting Standards
(IAS 41/IAS 2)

Recognition of growth

Timber inventory
Cultivation reserves

Losses and shrinkage

Environmental accounting

recognised only at harvest

own production stock
statutory reserve deductible from the taxes

subject to internal norms

reflected at the national level via SEEA

revalued annually based on
biological transformation

inventory recognised after harvest
no specific IFRS reserve mechanism
included in fair value calculation

partially addressed
in sustainability disclosures

CAS — Czech Accounting Standards; IFRS — International Financial Reporting Standards; SEEA — United Nations System

of Integrated Environmental Economic Accounts

DISCUSSION AND CONCLUSION

The comparative results presented in the previ-
ous section demonstrate substantial disparities
between the Czech Accounting Standards (CAS)
and the International Financial Reporting Stand-
ards (IFRS) in the treatment of forests as biological
assets. While Czech legislation remains largely an-
chored in historical cost valuation and legal catego-
risation of forest land as a non-depreciable asset,
IFRS — especially IAS 41 — requires valuation at fair
value less estimated costs to sell. This principle
aims to provide more relevant, decision-useful in-
formation to stakeholders and to better reflect the
biological transformation and productive potential
of forest assets.

In the Czech context, forests continue to be pri-
marily treated as land assets, with timber and
cultivation activities entering the accounting sys-
tem only at the point of harvest or as inventory
flows. This approach, though aligned with tax ef-
ficiency and conservative financial management,
fails to capture the ongoing biological growth and
non-market ecosystem services provided by forest
stands. In contrast, the IFRS framework promotes
periodic revaluation, which integrates the biologi-
cal cycle into financial reporting and reflects not
only physical outputs but also ecological changes
in asset value.

These findings are consistent with broader inter-
national literature. For example, Herbohn and Her-
bohn (2006) examined the implications of IAS 41
in Australian and international forestry enterpris-
es, concluding that while fair value accounting en-
hances transparency, it also introduces complexity
and requires a high level of professional judgment.

Similarly, Gongalves et al. (2017) demonstrated
that the fair value model increases value relevance
in capital markets, particularly when reliable mar-
ket data is available. In the context of Central and
Eastern Europe, Hinke and Stirovad (2014) high-
lighted the practical difficulties in applying IFRS
to forest assets due to valuation uncertainty and
lack of liquidity in the forestry market, a challenge
also present in the Czech Republic.

The methodology employed in this paper,
a structured comparison of legal, tax, and ac-
counting frameworks, enabled a detailed diag-
nosis of system-level differences and regulatory
gaps. One of the strengths of this approach is its
grounding in both conceptual analysis and applied
legislation, which allows direct relevance for for-
est enterprises and policymakers. However, the
limitation lies in the absence of empirical finan-
cial data or simulation models (e.g. cash flow fore-
casting or carbon offset valuation), which would
provide additional quantitative support to the
normative conclusions.

Importantly, the study identified the lack of inte-
gration of environmental accounting frameworks
in Czech forestry reporting as a missed opportu-
nity. Systems such as the UN SEEA or the Europe-
an Sustainability Reporting Standards (ESRS) offer
ready-made structures for combining economic
and ecological indicators, yet their application re-
mains marginal. The forthcoming implementation
of the Corporate Sustainability Reporting Directive
(CSRD) at the EU level will likely intensify pressure
on forestry enterprises to report on biodiversity,
carbon storage, and land-use change alongside fi-
nancial results. Czech legislation is not yet aligned
with these requirements.
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Harmonisation between CAS and IFRS in the
forestry domain could thus yield multiple benefits.
Firstly, it would improve the comparability of for-
est enterprise performance across borders, which
is essential for investors and lenders. Secondly,
it would enable forestry companies to participate
more effectively in emerging mechanisms such
as carbon credit trading, ecosystem services mar-
kets, or ESG-linked financing platforms. Thirdly,
it would strengthen the capacity of the national
accounting system to reflect sustainable land use,
thereby enhancing the coherence between finan-
cial policy and environmental policy — an impera-
tive enshrined in the EU Green Deal and the 2030
Agenda for Sustainable Development.

However, such harmonisation would require
several preconditions: (i) the development of sec-
tor-specific guidelines for fair value estimation
in forestry, potentially issued by the Czech Ministry
of Finance or the Chamber of Auditors; (if) train-
ing for accountants and auditors in biological asset
valuation; and (iii) gradual legislative reform to in-
clude biological growth and natural capital in asset
definitions.

In conclusion, forests are not merely produc-
tion units of raw material, they are long-term eco-
logical assets with vital environmental and social
functions. Capturing their value in financial state-
ments is a critical step toward aligning economic
reporting with the reality of sustainable forest
management. The adoption of IFRS, or at least
the integration of its core principles, can provide
a more faithful representation of forest dynamics,
foster innovation in accounting practice, and sup-
port responsible resource governance. At the same
time, it is essential to maintain the legal clarity and
risk-averse character of Czech accounting to en-
sure usability and stability in domestic enterprises.

Future developments in this field should focus
on building a hybrid framework — one that com-
bines the conceptual depth of international stand-
ards with the pragmatic structure of national
accounting while embracing the ecological com-
plexity and strategic importance of forests in cli-
mate and biodiversity policy.
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