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1. INTRODUCTION

One can say that the assets valuation (regardless of its shape) 
is a very complex process which has its three parts, the fi rst 
part is science, the second part is its practical implementation 
and the third part is the art. When a professional valuer wants 
to form an expert opinion on the value of the asset, he must 
use all of his expertise and knowledge in the valuation; he must 
have adequate experience and be well informed about the lo-
cal market. Assets valuation, primarily real estate but other 
types of assets as well, such as fi nancial instruments, played an 
important role in previous global economic crisis. Th e profes-
sion of independent property valuation (it seems that the Great 
Depression and the possible involvement of the valuation it 
quickly forgotten) is frequently mentioned as one of the pos-
sible reasons for the genesis and intensifi ed negative impact of 
the recent crisis. Specifi cally, mortgage loans are considered as 
the root of the crisis. Namely, they were granted on the basis 
of the evalued/overvalued property and those loans were later 
used as a basis for securitization and sale of mortgage backed 
securities. Once again, the value of those securities was evalu-
ated/overvalued for fi nancial reporting purposes. In this man-
ner, the quality of provided services of property valuation by 
valuers indirectly aff ects the quality of fi nancial reporting and 
the quality of fi nancial statements auditing process, as well. Th e 
question is: Is the current role of valuers marginalized in our 
society and become an instrument of abuse by clients, manage-
ment of companies and fi nancial institutions? It seems that the 
answer to the previous question could be found in the level of 
competence and expertise of valuers themselves, their Code of 
Ethics and Code of Professional Conduct or the adequacy of 
their professional education. Having in mind that the compara-
tive market values which present the basis of the valuation are 
rarely readily available, many appraisers have to provide more 
“eff ort” in order to adequately support their assumptions and 
conclusions in their valuation process [1]. In this way, valuers 
who are competent and understand the basic principles of valu-
ation could be discerned from those who simply either ignore 
or neglect the current situation in the market. Aforementioned 
can have a signifi cant impact on the valuation process, but those 

implications could be very diffi  cult to isolate or quantify. Based 
on the aforementioned, we have structured the paper as follows: 
fi rst, we will explain how the development of the profession of 
independent property valuers could be improved in the Repub-
lic of Serbia. Aft erwards, we will call attention to the diff erent 
purposes of property valuation reports implementation. Finally, 
we will present the results of the research that we had conducted 
in order to determine the frequency and the manner of the use 
of real estate valuation services in the Republic of Serbia for 
fi nancial reporting purposes.

2. THE DEVELOPMENT AND FUNCTIONALITY OF 
INDEPENTENT ASSETS VALUATION PROFESSION

As noted above, what is necessary for the development of 
high-quality professional valuation is the adequate education 
of valuers. Namely, they usually spend too much time in plan-
ning and organizing their work, because valuations are usually 
urgent and are therefore very demanding in regards of organi-
zation. Data collection and analysis is very time-consuming, so 
usually little attention is devoted to the attending conferences at 
the professional level. University education in valuation has the 
advantage of understanding the basic principles and concepts 
of valuation, which can be useful when it comes to introduc-
ing new methods of valuation or new types of assets. However, 
what is lacking in university education is a direct and practical 
application of the valuation methods and only experts in this 
fi eld can off er practical courses and this type of education. Th is 
problem arose in the late sixties in the USA, when they tried to 
reconcile these two seemingly opposing sides [2]. Today USA 
has a highly developed profession of independent valuers.

In fact, as we have already mentioned aft er the Great De-
pression it was noticed that qualifi cations of valuers must be 
at a higher level; therefore the universities in the United States 
off ered more courses on the assets valuation. A decade later, 
experts from the practice took over the main role in valuers edu-
cation [3]. However, the gap between university education and 
practical courses could be exceeded by engaging experts, valuers 
with the best reputation and prestige. On the other hand, the 
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founding of the professional association, which regulates and 
promotes this profession, has proved to be essential for the con-
tinued development of the profession and valuers’ discipline. 
Professional associations provided additional education in the 
fi eld of valuation and they provided materials necessary for con-
tinuing education by organizing seminars, conferences, profes-
sional discussion and by hosting distinguished experts from 
abroad. In this manner, there is an exchange of knowledge and 
experience between native and foreign valuers. Also, through 
professional associations, their member can acquire some of the 
internationally renowned certifi cates, which confi rm the quality 
of services provided and commitment to the profession. Th e 
variety of the use of assets valuation services is wide indeed; 
therefore we will list only those that are most commonly associ-
ated with this profession.

First of all, accurate property valuation is the basis for any 
loan which is based on the assessed value of the property. Bor-
rowers count on the maximization of the amount of the loan 
that will be granted, while lenders hope that estimated value 
of the property will be suffi  cient as collateral, in case such need 
occurs. Th e relationship between the client and the valuer is 
indeed complicated and could be a topic for a separate study. 
Aforementioned is particularly true in the situations when bank 
client hires the valuer for the evaluation service. Namely, the 
bank client pays the service, whereas the accountability of valuer 
is directed towards the bank which grants the loan.

Th e importance of the profession of independent property 
valuation is refl ected in the process of property tax calculations, 
as well. However, the property tax for natural persons and prop-
erty tax for legal entities should be observed as a separate terms. 
Since 01.01.2014, the municipality in which the property is lo-
cated is in charge for the basic inputs for property tax calcula-
tion for physical persons in the Republic of Serbia. Specifi cally, 
the municipality provides the “average value” of a property, 
while the tax authorities multiply that amount with the surface 
of the property and therefore calculates depreciation, which is 
greatly reduced and restricted by the lower limit. For legal enti-
ties, there are two options: tax calculation based on the estab-
lished “average” price determined by the municipality, or opting 
for the assets’ carrying amounts in fi nancial reporting (fair value 
determined by professional valuer). Based on the elected value, 
they pay 0.4% of the value as the property tax. Specifi cally, in 
determining the tax base of property tax, the estimated market 
value is usually used, whereas the purchase value of the property 
is used very rarely. In developed economic systems, and in the 
Republic of Serbia since 2013, the fair values of properties used 
for fi nancial reporting purposes, could be a tax base for calcu-
lation of property tax [4]. Aforementioned refers to the legal 
entities which for fi nancial reporting valued properties at fair 
value (they use revaluation or fair value method).

In situations where there is a decrease in the market values 
of the real estates, as had already happened in the US in the 
1980s and, more recently, in 2009, the fair values follow this 
trend. However, having in mind that fair values are updated 
annually for fi nancial reporting purposes (in the Republic of 
Serbia), for a several periods their value in will be overestimated, 
therefore the calculated tax will be overestimated, as well. In 
such situations, valuers must rely almost entirely on their in-
tuition, because the inputs they use are usually the second level 
information (especially in Serbia). Th erefore, additional edu-
cation and mentorship by professional associations have great 
signifi cance.

Finally, last but not the least, an important way to use servic-
es of professional valuers, is the valuation for fi nancial report-
ing purposes. Several International Accounting Standards (IAS) 
impose the use of fair value method for the asset valuation of the 
legal entity. Among the rest, those are IAS 16 - Property, Plant 
and Equipment, IAS 40 - Investment Property, IAS 38 - Intan-

gible Assets, IAS 39 - Recognition and measurement of fi nancial 
instruments and IAS 41 - Agriculture. Although neither of the 
above standards explicitly requires hiring the independent pro-
fessional valuer, nevertheless they do suggest it. It is presumed 
that accountants do not have enough experience to assess the 
value, they usually do not have reliable data base comprising the 
current market values, and do not have suffi  cient information 
about the characteristics of diff erent types of assets, which is to 
be expected. Please note that in accordance with International 
Standard on Auditing 620 - Using the work of the auditor’s ex-
pert, the external auditor has the right to hire the experts, as 
example professional valuer, in order to validate the assessed 
values shown in the audited fi nancial statements [5] .

3. RESEARCH METHODOLOGY AND RESULTS

In order to fi nd out how frequently professional valuers’ 
service are used, we conducted a brief survey. Th e research had 
been conducted in the period from August to mid-October, 
2014. Th e primary method of data collection was an anonymous 
survey with general questions and those related to the assets val-
uation for the purposes of fi nancial reporting. Questionnaires 
were distributed to the accountants who are either employed 
in bookkeeping agencies or do fi nancial reporting in diff erent 
legal entities. Several respondents are even owners of bookkeep-
ing agencies. Th e survey was distributed in the territory of the 
largest cities in the Republic of Serbia: Belgrade, Novi Sad, Nis 
and Valjevo. Out of total questionnaires sent to 259 e-mail ad-
dresses, we have received 38 completed surveys. However, four 
surveys (out of 38) were not included in the analysis results, 
because the respondents gave incomplete answers to the ques-
tions, therefore, these responses did not seem relevant to the 
research and were excluded. Th erefore, there were 34 properly 
fi lled questionnaires, which makes response rate of 13.1% of the 
total sample. Th e above response rate is considered to be solid 
for this type of questionnaire, and yet there is a high probability 
that the results of the study would be completely diff erent if the 
response rate was higher. Th erefore, all the conclusions that we 
derive in this paper should be used with great caution and more 
as guidelines, not as rules, bearing in mind that a large number 
of accountants did not want to answer the survey. On the other 
hand, submitted questionnaires give the impression of honest 
replies and opinions. Th e soft ware solution SPSS (Statistical 
Package for the Social Sciences) as a statistical program for data 
processing has been used as an instrument of data processing.

In addition to the basic information related to the respond-
ents’ experience in fi nancial reporting, they were asked how of-
ten they use the services of a professional valuer in their entity 
for fi nancial reporting purposes. Th e results are shown in the 
fi rst graph.

Figure 1. Frequency of professional valuer use for fi nancial 
accounting purposes
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Further, we were interested in how oft en respondents use 
the services of a professional valuer for fi nancial reporting pur-
poses, as well as for which types of assets. Respondents had two 
options in answering this question, in case they did not use the 
services of professional valuer. Th e fi rst option was chosen in 
the case when respondents have not used the services of a pro-
fessional valuer so far, because they assessed the value of the 
assets by themselves. Th e second option was chosen in the situ-
ation when they have not used the professional valuer’s services 
simply because there was no need for valuation. Having in mind 
second option has not been chosen by any of the respondents 
we present only the fi rst in the results. On the graph below, we 
have summarized the answers to this question.

Figure 2. Frequency of professional valuer’s use for value as-
sessment of buildings, land, plant and equipment

Finally, we were interested in fi nding out whether profes-
sional valuers perform valuations for fi nancial reporting pur-
poses for groups of assets or individually per asset, as well as 
how they allocate the estimated values in their reports. 

Figure 3. Assets’ valuation method used by a professional 
valuer and allocation of the estimated values in the report

4. CONCLUDING REMARKS

Based on the results that we presented in this paper, we can 
conclude that the profession of independent assets valuation is 
very important for the economic development of any country. 
We emphasize that the professional valuer’s services for fi nan-
cial reporting in the Republic of Serbia are used seldom, or in 
rare situations. Aforementioned certainly has impact on the fi -
nancial reporting quality, having in mind that professional leg-
islation in this area recommends the use of professional valuers’ 
services. In cases where entities use the services of professional 
valuers, it is usually performed for the purpose of valuation of 
buildings, land to some extent, while the valuation of plant and 
equipment is very rarely done. What is commendable is that 
the results of the study show that in most cases (nearly half) 
professional valuers perform the assets’ valuations for the en-
tire group of assets, which is the correct method in terms of 
fi nancial reporting requirements. Th e same valuers perform the 
allocation of the estimated value per individual assets, which 
helps in proper execution of bookkeeping activities.
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Apstrakt:
U ovom radu ukazali smo na značaj koji procena vrednosti imovine od strane profesionalnih neza-
visnih procenitelja može imati u savremenom poslovanju pravnih lica, pre svega u procesu finan-
sijskog izveštavanja. Uvođenjem zakonske obaveze primene Međunarodnih standarda finansijskog 
izveštavanja u Republici Srbiji i frekventnijom upotrebom fer vrednosti za vrednovanje imovine, 
otvorila se prilika za učestalijom upotrebom usluga profesionalne procene vrednosti. Razvoj profesije 
procenitelja je dugotrajan, ali za privredu jedne države veoma važan proces. Danas, u Republici Srbiji, 
procenu nepokretne imovine vrše sudski veštaci građevinske struke, pri čemu je veoma mali broj 
njih prijavio u Ministarstvu pravde užu specijalnost iz oblasti procene nekretnina, uz odgovarajuće 
dokaze o stručnom usavršavanju. Kako bismo stekli uvid u učestalost i funkcionalnost korišćenja 
usluga nezavisnih profesionalnih procenitelja, za potrebe finansijskog izveštavanja, sproveli smo 
istraživanje u najvećim gradovima Republike Srbije i rezultate prikazali u ovom radu. 
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