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Abstract Financial reporting using the latest version of IFRS (2011), a result of the IASB research in 
cooperation with the standardizers of the national accounting standards in order to achieve 
convergence in accounting standards around the world on the one hand, and on the other hand to 
provide a set of highly qualitative global accounting standards, requires transparent and comparable 
information of general- purpose financial statements. 
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1. Introduction 

IFRS are applicable to both the general purpose 
financial statements and other financial reporting of 
profit-oriented organizations. General purpose financial 
statements are a result of the need of information 
common to a greater number of users. Financial 
statements aim at providing financial information about 
the financial position, financial performance and cash 
flows of the organization. 
General conceptual framework highlights the 
constraints related to the financial reporting costs. In 
this context, the cost stand for a general constraint 
acting on the information provided by financial 
reporting.   
“Reporting of financial information requires costs, and it 
is important for these costs to be justified by the 
benefits of reporting such information.” (IFRS, 2011, p. 
A38) 
The frequent costs generated by financial reporting are 
mostly supported by the users of financial information, 
thus: 
• costs associated with financial reporting drawn up by 
vendors of information through collecting, processing,  
checking and disseminating  financial information 
influence mostly the users  of  information under the 
form of reduced profitability; 
• costs of analysis and interpretation of the information 
are covered  by the users, and in the event that the 
information provided is not useful, the cost are  

supplemented by new approaches for obtaining the 
necessary information from other sources. 
At the same time, the significant constraints resulting 
from the use of the financial statements in improving 
the managerial decisions are: 
 “Omissions or inaccurate presentations of the elements 
are significant if they could, individually or collectively, 
to influence the economic decisions of users taken on 
the basis of decisions of the financial statements. 
Materiality depends on the size and nature of the failure 
or incorrect presentation in certain circumstances. The 
size or the features of the item or their combination can 
be a determining factor.” (IFRS, 2011, p. A384) 
Benefits as a result of financial reporting, lie in the fact 
that the relevant financial information and reporting 
represented exactly determines the increasing 
confidence of the users of the information in the 
decisions adopted within the framework of the 
management processes, thus allowing them to obtain 
efficient capital markets considering the reduced costs 
of the capital at the macroeconomic level. 

 
2. Structure of financial statements according 
to the European regulations  
According to Order 3055/2009 with subsequent 
amendments, all the economic operators who meet two 
of three criteria, namely: total assets - $3.650.000, net 
turnover  - 7.300.000 Є, average number of employed 
persons - 50, are requested to comply with accounting  
regulations  according with  Directive IV-a of the EEC, 
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part of the accounting regulations in line with the 
European Directives.   
Accounting regulations  complying  with Directive IV of 
the EEC, have  recommended  the format and content 
of the annual financial statements, the accounting 
principles and rules of recognition, evaluation, removal 
from the register and the presentation of the annual 
financial statements, the rules for drawing up, 
approving, auditing/verification according to the law, 
and the publication of the annual financial statements, 
management accounting rules, the general chart of 
accounts, as well as the content and function of the 
accounts. 
 
3. The balance sheet and the financial position 
of the organization   
According to IAS 1 “Presentation of Financial 
Statements”, the balance sheet is to present the true 
financial position of the organization by means of 
assets, liabilities and equity, providing data relating to 
the volume and structure of assets, liquidity of assets, 
financial structure, the risks to which the organization is 
exposed by assuming them. Also, the users of 
accounting information are concerned if the 
organization maintains business continuity in financial 
balance, in this order: 
 “if to finance an asset on  long term, a source of long-
term financing will be used and to finance an asset on  
short term, a source of short-term financing will be 
used.” (Gîrbină M.M., Bunea Ş., 2007: 25). 
The balance sheet drawn up in accordance with the 
national legal regulations is adapted and complies with 
the economic-financial analysis oriented toward 
management while supporting the drawing of Table of 
cash flows. In order to achieve a true economic and 
financial analysis considering the balance sheet, we 
envisage as a first step the examination of the structure 
of liabilities consisting of equity and debt and that of the 
assets comprising fixed assets and current assets. At 
this stage, one can notice the steady state between 
funding resources and their use. 
Beyond its role, the balance sheet helps with providing 
data basis for enabling the calculation:  rates of 
heritage structure return indicators, assessing capital 
structure, liquidity and determination of the organization 
reliability. Addressing the balance sheet can be made 
from several perspectives: 
• On the one hand the balance sheet can be 
approached considering juridical, economic and 
juridical-economic aspects. The economic and juridical 
approach is more comprehensive as “Patrimony 
consists of all assets (tangible and intangible, the rights 
and obligations that characterize the situation of an 
economic entity at a given time.” 

• Starting with the concept of patrimony, the balance 
can be interpreted from both economic and juridical  
point of view, as followed: 
o from the economic point of view, the balance sheet  
stands for the equities of the holder’s patrimony 
considering both the resources (equity, reserves, debts, 
benefits) and the way of using goods, debentures, 
losses etc.  
 

Uses = Resources ↔ Assets = Liabilities (1) 
 

o from the juridical point of view, the balance sheet in 
assets, property claim and debenture classified in a 
rational order and in liabilities, the debts of the 
organization towards the third parties and the debts to 
the suppliers of equities based associates.      
 

Net statements = Assets – Debts  (2) 
 

•  on the other hand the balance sheet can be 
approached in terms of finality to study it, to meet the 
need of economic and financial analysis. In light of this 
approach, balance sheet accounting information placed 
into a field of financial analysis-functional field of 
investigation or facing solvency-type tests. The balance 
sheet shall be presented in the form of bilateral 
according to Table 1.1 below. 

 
Table  1.1. Bilateral balance sheet (account) 

 
A. Unpaid subscribed 
capital (debenture cell) 

 A. Equity  

B. Start-up costs  B. Provisions for risks 
and expenditures 

 

C. Intangible asset  C. Debentures  
D. Floating assets  D. Adjustment accounts - 

liabilities 
 

E. Accruals and similar 
accounts – assets 

 E. Fiscal year profit  

F. Fiscal year losses    
 

By grouping items on the balance sheet considering the 
organization functions, one can arrive at a workable 
approach presented in the table (Table 1.2) as follows: 

 
Table 1.2. Grouping balance sheet items considering 

organization functions   
 

Investment 
function 

Fixed Assets Equities 

Operation 
function 
 

Stocks 
(+) debts 
(-) accounts payable 

 

Treasury 
management 

Investment 
certificate 
(+) cash 

Financial 
debts 

 

 
 
 
Function 

of 
financing 
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The processing of functional balance sheet allows the 
financial balance by reclassifying  financial assets and 
liabilities considering  the criterion length thus:  with a 
period longer than one year and with a duration of less 
than one year. The financial position of the organization 
is influenced by both the economic resources that it 
controls, financial structure, liquidity and solvency and 
the ability to adapt to the changing economic 
environment in which it operates. 
 
4. Financial performance of the organization 
through the profit and loss account 
Profit and loss account describes the financial 
performance of the organization through revenue and 
expenditure items. Financial performance takes on 
different meanings depending on the users of 
accounting information and the interests they are 
pursuing. The presentation of the profit and loss 
account can be made by nature or destination and shall 
contain at least: extraordinary income, financial 
expenses, and the share of contributions, the expenses 
relating to taxation, the result after taxation relating to 
assets or activities of leavers and the net result.  
 Considering the topic of this paper, we will address the 
performance considering managers’ opinions focused 
on overall performance: actual and potential investors 
are interested in the profitability of their investment, 
employees broad their attention towards the stability 
and profitability, creditors towards solvency, and trading 
partners to the stability of the organization. 
The organization performance can be made according 
to the user’s target. The profit or loss realized by the 
organization is used as a measure for assessing the 
performance which explains users’ interests with 
respect to the manner in which the result, the revenues 
and expenditure that argues the result obtained were 
achieved.  
In this context, balance sheet generates limited 
accounting information, exposing the absolute value of 
the result in basics of own capital. This is felt as a need 
to explain the mechanism of the outcome, and this can 
be achieved through the profit and loss account. In 
accordance with the Romanian regulations, the profit 
and loss account shows the classification of expenses 
according to their nature, in relation to their origin, the 
raw materials and consumable materials, external 
benefits, staff expenditure etc. 
 
5. Evolution of cash flows made available by 
the organization mirrored in Table of treasury 
flows  
Starting from the fact that for any organization liquidities 
are paramount, and their absence could lead to failure, 
cash flows are permanently noticed. Positive cash flow 
is the cash generated from sales, services, collecting 

borrowers ' debts, etc., and the negative cash flow is 
generated by direct payment purchases: suppliers, 
salaries and other costs associated with equipment 
purchases. Also, the negative cash flow is increased by 
payment of taxes, interest or dividends to shareholders. 
To outline the importance of cash flows into operating, 
investment and financing activities, the distribution of 
cash flows from operations attached to these activities 
is the main focus. Organizations must consider the 
reconciliation between the values in the array of cash 
flows (Table 1.3.) and those presented in the balance 
sheet. 

 
Table 1.3. Table of treasury flows (direct method) 

 
Operating treasury flows  

Receipts  
Amounts of money for suppliers and service providers   
Paid interests 
Paid taxes 
Allowances  
 Treasury flows  generated by investments 

Asset payments  
Contribution payments  
Receipts (asset sales)  
Paid interests  
Paid dividends 
Treasury flows generated by financing activities  

Share receipts  
Long term loan receipts 
Debt reimbursements resulting from rent contracts – 
financing   
Paid dividends 
Net variation of treasury 

Initial treasury  (compliance with the balance sheet) 

Final treasury 

  
In accordance with IAS 7 “Statement of treasury  flows“, 
providing information about the history of the cash flows 
and organization cash equivalents, through the 
statement of cash flows, classifies treasury  flows 
during the period in flows generated by operation, 
financing and investment activities.  
The information regarding treasury  flow are especially 
helpful to users of financial and accounting information, 
and contrasted them with a basis for evaluating the 
capacity of the organization to generate cash and cash 
equivalents,  its needs to use those treasury  flows as 
well as the moment of  their safe existence. 
Treasury flows from operating activities are primarily 
derived from the main revenue-producing activities of 
the organization. Subsequently, they generally result 
from transactions and events included in the profit/loss 
determination.   
The value of cash flows from operating activities may 
be considered as a key indicator of the extent to which 
the organization activities have generated sufficient 
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cash flows to repay loans, maintain the operating 
capability, the payment of dividends and make new 
investments without recourse to external sources of 
financing. 
The organization reports treasury flows resulting from 
exploitation activities by using the following methods: 
• direct method, the main classes of payments are 
presented as well as the gross cash payments; or 
• indirect method, profit or loss is adjusted with effects 
of transactions with no monetary feature, payments  
delays or commitments, or cash receipts from past or 
future exploitations, and items of incomes and 
expenses associated with flows of investment or 
financing. 
Investment activities are the acquisition and disposal of 
fixed assets and other investments not included in cash 
equivalents.  Separate presentation of treasury flows 
arising from investing activities is important because the 
cash flows represent the extent to which expenditures 
have been used to obtain income-generating resources 
and future treasury flows. 

 

6. Conclusions 

As for the issue of making decisions on financial 
activity, investment activity implies  changing a certain 
amount of money, in the hope of obtaining some 
unearned but possible revenue: acquisition of 
machinery for increasing labour productivity, 
construction of a plant to increase production, the 
assimilation of a patent for the manufacture of new 
products etc., means the allocation of a treasury 
available to purchase an asset which will determine the 
financial flows of revenue and operating expenses.   
Financing activities result in changes in the size and 
composition of the equity and liabilities and, separately, 
the presentation of treasury flows arising from financing 
activities is important because it is useful in forecasting 
future treasury flows expected by investors. The 
organization shall report separately major classes of 
cash receipts and gross cash payments arising from 
investment and financing activities. 
Investment and financing transactions that do not 
require the use of cash or cash equivalents should be 
excluded from the cash-flow situation. Such 
transactions are presented separately in the financial 
statements in the way it provides relevant information 
about the investment and financing activities.  
Treasury flows arising from foreign currencies 
transactions are recorded in the functional currency of 
the organization through the application of the 
exchange rate between the functional currency and the 
currency, the amount in foreign currency at the date of 
the cash flow. 
Treasury flows of overseas subsidiaries are changed at 
the exchange rate between the functional currency and 

the foreign currency at the date of the treasury flow. 
Gains and unrealised losses arising from change in 
foreign exchange rates are not treasury flows. 
However, the effect of exchange rate change on cash 
and cash equivalents held or owed in foreign currency 
is reported in the statement of treasury flows in order to 
reconcile cash and cash equivalents at the beginning 
and end of the period.  
The organization highlights the components of cash 
and cash equivalents displaying amounts reconciliation 
in the statement of treasury flows with the equivalent 
items reported in the balance sheet. 
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