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Abstract: Although it is more than a decade since the ekthm of the first public accounting
standards, countries are still reluctant to adbgim, preferring rather an adaptation of national
legislation with the provisions IPSASs. Concernsudlihe necessity and usefulness of the application
of International Public Sector Accounting Standaaids due to economic influences, cultural, social,
which made their mark on philosophy, doctrine amtiamal accounting policies. Although financial
statements may appear similar from country to agutitere are differences that can be caused by a
variety of social, economic and legal factors, dhdt some countries when setting the national
requirements have considered the needs of differssrs of financial statements. These factors have
led to the use of different definitions of the stures of financial statements, such as assets,
liabilities, equity, revenues and expenses. Scopledisclosures in the financial statements were als
affected. Therefore, this paper intends to emplkasimilarities, but especially the differences
between the two frames of reference - national saominternational standards - regarding Statement
of financial position on a public institution.
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1 Introduction

The financial statements of public institutions e adequately prepared in all
material respects to reflect fairly the financialsjtion, financial performance and
cash flows of the entity, important information fagers in making and evaluating
decisions about the allocation resources. Finamebrting in public sector must
demonstrate users the public entity responsibiityits resources by providing
information on:
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» sources of funding of the entity and their alloosatand use;

* how the entity has financed its activities and tma$ its cash requirements;

» assessing the entity's ability to finance its aiitig and to honor the debts and
budgetary and legal accrual;

» changes in financial position of the public entity;

* entity's performance evaluation on costs, efficyegaed achievements.

Public entity's financial statements can be pradicor prospective, providing

information useful in forecasting the level of resmes needed to continue
activities, resources that could be generated lgoiog activities and associated
risks and uncertainties. Thus, public sector fim@neceporting may indicate

whether resources were obtained and used in acu®deith the approved budget
and legal and contractual provisions, includingarficial limits established by
specific legislative authority in public domain. ig likely that some of the

objectives of financial statements cannot be adudsecause most public entities
not primarily aimed at profit - meaning patrimoniasult.

2 The National Norms

Through Order no. 1917/2005 it was attempted, assémnomic agents, public

accounting harmonization in Romania with IPSAS d#ads on the one hand, and
public accounting compliance with European accagntlirectives, on the other.

Base of Romanian public accounting convergence WA®AS standards, is the
financial statements, these being the interfacevdmn internal and external users,
national and international. In Romania, by Order 1#17/2005, public institutions

must prepare financial statements give a true wéwassets, liabilities, net assets
and financial performance and the patrimonial tesabuirement imposed by the
European accounting directives.

Due to the application of legal regulations in terofi methodology on the financial
statements, the set of financial statements prdpase public institutions in
Romania is very close to the requirements of IPSAS:

» Order no. 616/2006, which regulates the composiifaine financial statements
of public institutions, ways of completing the fikassets, inventories, receivables,
liabilities, equity, revenue and expenditure budgetcution);

* Order no. 2941/2009, which regulates balance shealysis, preparation of
annexes to the financial statements, including @aiog policies and explanatory
notes;

* Order no. 1865/2011 according to which financiakesnents are presented in
2011.
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The balance sheet provides information on the yesitfiinancial position through
the assets, liabilities and equity. Although nobvyide detailed information on
financial performance, this is evidenced by theripmtnial result, an indicator
included in equity.

2.1 Presentation of Assets
In accordance with national rules the structurassfets is presented in Table 1.
Table 1The structure of assets according to national norms

Non-Current Assets Current Assets

v'Intangible assets v'Inventories

v'Technical installations, vehicles, | v'Current receivablesafnounts to be:
animals, plant, furniture, office collected in a period of less than one
equipment and other tangible assetsyear):

v'Land and buildings - commercial receivables,

v Other non-financial assets advances and other settlements

v'Non-current financial asset®g- budgetary receivables

term investment, more than a ygar | - receivables from operations
with non-reimbursable external

v i .
Non-current receivablesihounts funds and budget funds

to be collected after a period longer
than one year - short-term loans granted

v'Short-term investments

v'Treasury and credit institutions
accounts

v'Costs paid in advance

Fixed assetsare an important component of public institutiomgyich include
goods and values for long term use; they are noswoed after first use, but over
time due to repeated use.

Intangible assetare identifiable assets, non-monetary, withoutsptal substance
that is used for a period exceeding one year. ¢l fixed assets are initially
evaluated and recorded at:

» cost of acquisition, for those acquired by onertities

» cost of production, for those built or producediy institution;
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» fair value, for the assets entered in other ways tthrough acquisition or

production (e.g., donations, sponsorships).

An intangible item reported as expenditure in d@qgaenot later be recognized as
part of the cost of an intangible asset. In puldiccounting, fixed assets
depreciation is recorded usinggagght-line methodIf the assets are removed from
the accounts, and book value was not fully recavereough depreciation, the

remaining depreciated value is included entirelgaats, at decommissioning.

An intangible asset should be presented in balaheet at its cost (acquisition or
production), less the cumulative value adjustme@tsnulative value adjustments
comprise all corrections intended to take accouintindividual asset values
reductions, set out at the balance sheet date heth#tat reduction is final or not.
Value adjustments can be permanent adjustmentsyrkras depreciation, and
temporary adjustments, known as depreciation adgprss.

Tangible fixed assetawned by a public entity are material assets that:

a) are held by an entity for use in the productibgoods and services, to be rented
to third parties or to be used for administrativegoses, and

b) can be used over several reporting periods.

In the fixed assets are shown separaélyjancesandtangible assets in progress

According to national norms, a tangible asset reizagl as active, should be
measured initially at the entry value which means:

a) revalued amount, in accordance with the law;

b) cost of acquisition, for those acquired by onerttle;

¢) cost of production, for those built or produdscthe institution;

d) fair value, for the assets entered in other wig through acquisition or

production (eg, donations, sponsorships), estimbhtsgd on report prepared by
specialists, with the approval of the primary ctéxdilder.

The costs of a tangible fixed asset should be r@zed generally as expenses in
the period in which they were made. The cost ohirspmade to tangible fixed
assets to ensure their continued use must be regeggas an expense in the period
in which it is made. In case of modernization legdio upgrading of the original
techniques, to improve performance or life of tlssed, this is recognized as a
component of the asset. For buildings and constmst modernization should
have the effect of increasing the comfort and emrirent. A tangible asset should
be presented in the balance sheet at the entre,vldas the cumulative value
adjustments. Specific to national rules, fixed tsaee classified in depreciable and
non-depreciable assets, by providing additionabrimation in the explanatory
notes. The costs of a non-depreciable asset shmilcecognized entirely as an
expense in the period in which they were made,dopnding the input value of
fixed assets that are not subject to amortizatioegss (account 68 EXpenditures
for non-depreciable asséjs
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Financial assetsinder management of the public institution inclugarticipation
titles, fixed-term investment and fixed receivablEmancial assets recognized as
active are initially evaluated at cost or valueedeiined by acquisition contract.
Incidental expenses on the acquisition of finanaggdets are recorded directly in
the current costs of the exercise. Financial assetpresented in the balance sheet
at entry value, less the cumulative adjustmentsofes of value.

On thecirculating assetsnational rules indicates that on entry into thgrimony,
inventories are evaluates to acquisition or pradactcost, as appropriate.
Accounting techniques used in managing inventoaes FIFO method, LIFO
method and Weighted Average Cost method. For putititutions FIFO method
is recommended, but whichever method is chosenudt be applied consistently
for similar items by nature of inventories from direancial year to another. If in
exceptional circumstances, the credit holders @etidchange the method for a
particular item of stock, the notes must discldsereason for method change and
its effects on the result. Inventories are notectfld in the balance sheet at an
amount higher than what can be obtained by thé&r sause. In such cases the
value inventories is reduced to net realizable evaby settingadjustments for
depreciation

2.2 Presentation of Liabilities
In accordance with national rules liabilities sture is shown in Table 2.

Table 2 Structure of liabilities according to natical norms

Non-Current Liabilities Current Liabilities

v Non-current amountsa(nounts to | v Commercial debt, payable
be paid over a period longer than | advances and other settlements

one yeay v’ Budgetary debt

v’ Payables to the budget from non-
v’ Long-term loans reimbursable external funds

v' Current non-commercial debt

v Provisions v’ Debt from operations with non-
reimbursable external funds and
budget funds, other debts to other
international bodies

v' Short-term loans
v' Long-term loansgmounts to be
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paid in current year
v Employee salaries

v Other employee benefits due to
other categories of peoplpgnsions
funds, unemployment allowances,
scholarship¥

v Revenue received in advance
v Provisions

Third parties settlements accountipgovides evidence of debts and receivables of
the public institution in its relations with supgs, customers, staff, social security,
state budget, local budget, subordinated publititut®ns, debtors and creditors,
and evidence of operations that cannot be regitarel requires clarification
further, and other settlements.

According to the Accounting Law no. 82/1991 repsidid, with subsequent
amendments, on the date of financial statemeatsjvables and liabilities in “lei”
are evaluated at their probable value of collectmm payment. Accounting
differences in minus between the inventory valuatdished during the inventory
and net book value of receivables is recorded daeljustments for depreciation.

Receivables and liabilities in foreign currenslyall be valued at the exchange rate
published by the National Bank of Romania, validtfte last day of the reporting
period. Receivables and liabilities from Europearidd grants shall be valued at
the balance sheet date at the rate published yutmpean Central Bank, valid for
the last day of the reporting period (for publistitutions reporting periods are
guarter and year budget).

Short-term liabilities(current debt) are external financial resourcedaravailable
to the institution by the suppliers (commercial tiekthe staff of the institution
(social debt), the state budget (fiscal debt), Eneopean Community (grants) or
other third parties. Short-term debt are generbtedhstitution relationships with
individuals or legal entities relating to the pumsk of goods, works and services,
the use of labor, the payment of taxes, for whiel institution must pay an
equivalent value or provide a counterpart.

Receivablesepresent the public institution's claims to thpatties, resulting from
its relationship with socio-economic environmenglations from which the
institution has advanced a good, work or servigewhich it should receive an
equivalent value or a counterpart.

Pursuing how to report receivables and liabilitiasthe balance of the public
institution in relation to the nature and liquiditf receivables, respectively nature
1C
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and chargeability of liabilities, it is importartt fielineate the current receivables
compared fixed receivables, and the current ligdsli compared long-term
liabilities.

2.3 Presentation of Equity

According to national accounting norms and alserimtional, equity is defined as
the residual interest of the state or territoridirénistrative units, as owners of a
public assets, after deducting all liabilities. Tdwiity structure contains mainly the
funds, the patrimonial result (economic resultjaireed earnings and revaluation
reserves (Table 3).

Table 3 Structure of equity according to the natioal norms

Reserves Retained earnings Patrimonial result of
(surplus or deficit) the exercise (surplus
Funds P or deficit)

v Fund of the v Retained earnings - | v' Patrimonial result -

intangible fixed assets | public institutions public institutions

Fundofgoods | s ntrely rom he e eprey fom

constituting the public 9 9

domain of the state v Retained earnings - | v' Patrimonial result -
non-reimbursable non-reimbursable

v Fund of goods

constituting the private external funds budget | external funds budget

domain of the state v Retained earnings - | v' Patrimonial result -

v Revaluation reserves put_)ll_c_lnst_ltutlons and put_)ll_c_lnst_ltutlons and
activities financed activities financed

v Hospital wholly or partly from its | wholly or partly from

development fund own revenues its own revenues

Equity of the public institution, as a stable seuaf funding, is the equivalent
value of resources invested in assets by ownee state (equity) or others third
party (liabilities, debt).

Permanent equity category does not appear in puditounting, as private
accounting, because according to the Law no. 50@/2garding to public
finances, public entities cannot directly borrownfr credit institutions, and long-
term loans are contracted or guaranteed by the &taénsure financial resources
for the entire system subordinate hierarchical.

11
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Notice that in the accounts of public institutiotisg category ofundsis the first
position (Table 3), representing public entity'snosources recognized in the case
of fixed assets for whictiepreciation is not calculated

Goods that are part of the public domain and teiat-administrative units are
inalienable and indefeasible imperceptible, namely:

. cannot be alienated, are given in administration a@otonomous
administrations and public institutions only, ledhse rented;

. cannot be subject to enforcement or real guarantees

. cannot be acquired by others through usurpation,ther effect of

possession in good faith on movable assets.

Private domainof the state or territorial-administrative uniteneists of goods
owned and which are not in the public domain. Stat¢erritorial-administrative
units have the right to private property on sucbdso

Another element of capital is thgatrimonial result(economic result). The result
patrimonial is the result of the financial year dlget year) which is set at the end,
by closing the accounts of expenditure on the oaedhand the revenue and
financing on the other. Such results include eitlhed rights and obligations
unpaid during the budget year. Patrimonial resafi be positive, as surplus, or
negative, as deficit.

Retained earninggre the patrimonial result of previous financialays and are
represented distinctly in statement of financiaipon.

In practice, it is frequently used concept of budgescution result obtained from
comparing the net cash payments to actual expeadijtby category of financing
sources. Budget execution result appreciates ttemesf use of public money. At
the beginning of the budget year, the balance a&vipus budget result is
transferred to retained earnings.

Revaluation reservegre a significant component of the public capitathe extent
that they are due to the revaluation of fixed aseeerations. Revaluation of fixed
assets is usually dair value (present value, based on inflation or deflation
influence) determined based on evaluations by $iedrevaluators.

In case of fixed asset revaluation, which is subjecdepreciation, depreciation
rules apply to assets having regard to its valderdgned after revaluation. If the
fair value determined is greater than the recotmmak value, the difference will be
recorded as revaluation reserve, and the assebsvilkflected in the balance sheet
at current value, namely fair value.

12
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3 The International Norms

Internationally, defining the concept of performanén public accounting
normalization is based on International Public &ecAccounting Standards
(IPSAS). In this respect, the financial statementsst provide aggregated
information to users, useful in assessing the perdiace of the entity, in terms of
cost of services, efficiency, respectively achiegats.

International examples have shown that IPSASs doitbon and reporting on
budget process reform based on the same principlage allowed effective
description and transparency in the evaluationutilip policies based on analysis
of the results by reporting to clearly identifietdequantified objectives.
Application of IPSASs has shown that if before heelget is tailored to the needs
of the previous year and possibly on the basiscohemic growth, new IPSAS
based system allows on the one hand, identify aked amount spent, resources
allocated, and therefore performance managemerd, an the other hand,
establishing the link between policy objectivesddpet, and expected results and
obtained.

Reporting on the performance of public sector mstibased on IPSAS, provides
relevant information and demonstrates accountglfitan institution for resources
allocated. International practice in IPSAS impletagion shows that such
information relates to:

* sources, allocation and use of financial resources;

* how the entity has financed activities and has @méhe cash requirements;

* assessing the entity's ability to finance its am#is and to honor
commitments;

* entity performance evaluation in terms of cost efvices, efficiency,
achievements;

« obtaining and using resources in accordance wihlleadopted budget;

» forecasting resources needed to continue operatiessurces that could be
generated by ongoing activity, but also risks andestainties associated.

Regarding the statement of financial position, adicgy to IPSAS, the entity has
the option of separate classification of currergetss and non-current assets, and
current liabilities and long-term liabilities, basen the nature of its operations.
When an entity chooses not to make this classificair no such distinction can be
made, assets and liabilities should be presentatihyrin order of their liquidity.

Entities can choose the way of presentation onlghéf option is used to obtain
credible and more relevant information. Thus, whenentity supplies goods or
services within a clearly identifiable operatingcley separate classification of
current and non-current assets and liabilities lom fiace of the statement of
financial position provides useful information bigtihguishing the net assets that
are continuously circulating as working capitalnfrthose used in the entity’s long-
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term operations. In this way users of financiatesteents can be distinguished the
assets that are expected to be realized withinctimeent operating cycle, and

liabilities that are due for settlement within teme period. If another entity in the
category of financial institutions, which not prdei goods or services within a
clearly identifiable operating cycle, the presdotabf assets and liabilities will be

in ascending or descending order of their liquidligcause it provides so much
more reliable information and relevant than theenir/ long term presentation.

It is possible for entities with diverse operatidiossbe used a mixed basis of
presentation.

In the context of IPSAS 17Property, Plant and Equipméntan item of property,
plant and equipment should be recognized as ahskse:

(a) It is probable that future economic benefitsermvice potential associated with
the asset will flow to the entity; and

(b) The cost or fair value of the asset to thetgican be measured reliably.

On initial recognition, the public entity will asse carefully whether an item
satisfies the first criterion for recognition thghu the existence of sufficient
certainty that future economic benefits or senpogential will flow to the entity,
which will receive the rewards attaching to theeasmd will undertake also the
associated risks.

The second criterion for recognition is usually diga satisfied because the
exchange transaction evidencing the purchase ofaiset identifies its cost.
(purchase of materials, labor consumption and othensumption-related
construction). In certain cases, cost is determiyedeference to fair value.

IPSAS 17 states that certain tangible fixed assaier the administration of public
institutions are described asheritage assels because of their cultural,
environmental or historical significance (histotidauildings and monuments,
archaeological sites, conservation areas and naaserves, and works of art).
These heritage assets often have certain chasticteriommon only in this type of
assets:

(@) Their value in cultural, environmental, eduoadil and historical terms is
unlikely to be fully reflected in a financial vallbased purely on a market price;
(b) Legal and/or statutory obligations may imposehpbitions or severe
restrictions on disposal by sale;

(c) They are often irreplaceable and their valug marease over time even if their
physical condition deteriorates; and

(d) It may be difficult to estimate their usefulds, which in some cases could be
several hundred years.

Heritage assetdeld by public sector entities have been acquinesl many years
and by various means (purchase, donation, begunéstemjuestration). It is unlikely

14
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that these assets to generate cash inflows, bsg #ve preserved as heritage assets.
Due to the characteristics and particular aspeitis, potential of alternative
services offered by certain heritage assets (sa@néaistoric building being used
for office accommodation) is sometimes difficult determine the measurement
base. Public sector entities that recognize hexitamgets should provide disclosures
on those assets, such as the measurement basishesddpreciation method used,
the gross carrying amount, the accumulated depraciat the end of the period, a
reconciliation of the carrying amount at beginnargl end of the period showing
certain components thereof.

Other assets are described in IPSAS 17 iafastructure assets with the
following characteristics:

(a) They are part of a system or network;

(b) They are specialized in nature and do not lagteenative uses;

(c) They are immovable; and

(d) They may be subject to constraints on disposal.

Not to be understanding that the property of inftature assets is confined to
public sector entities, but are found more freglyentpublic sector than in private
sector (such as roads and railways, water supmgwers systems, electricity and
communication networks).

The initial evaluation of property, plant and equgnt must be done in compliance
with the criteria set out through the IPSAS 17:

a) An item of property, plant and equipment whiclalifies forrecognition as an
asset should initially be measured at its cost;

b) Where an asset is acquired at no cost, or foonainal cost, its cost is its fair
value as at the date of acquisition.

Considering specifications of IPSAS 17, it can hitidt the initial recognition of
an item of property, plant and equipment (acqufred or at nominal cost), at its
fair value, it is not a revaluation. To determihe tost of tangible assets should be
considered and taken into account the following: ptirchase price, including
import duties and non-refundable purchase taxesaag directly attributable costs
of bringing the asset to working condition foriitéended use; any trade discounts
and rebates are deducted in arriving at the puechase. When payment for an
item of property, plant and equipment is deferregidmd normal credit terms, its
cost is the cash price equivalent; the differenevben this amount and the total
payments is recognized as interest expense ovepdhied of credit unless it is
capitalized in accordance with the allowed alteweattreatment in IPSAS 5
“Borrowing Costs The cost of a self-constructed asset is detezthinsing the
same principles as the cost of producing assetsdla in the normal course of
business. Recognition and the cost of that assaade by taking into account the
criteria set out in IPSAS 17 and IPSAS 12.
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Under IPSAS 17, we notice thaBtibsequent expenditure relating to an item of
property, plant and equipment that has already besaognized should be added
to the carrying amount of the asset when it is ptwe that future economic
benefits or service potential over the total lifetlbe asset, in excess of the most
recently assessed standard of performance of thsirex asset, will flow to the
entity. All other subsequent expenditures shouldeloegnized as expenses in the
period in which they are incurréd

Public institutions made several subsequent expemgi relating to an item of
property, plant and equipment that has already besrgnized (current or capital
repairs for fixed assets). The question is whethese costs are recognized (under
what conditions?) or are capitalized.

In this sense, the standard specifies:

» subsequent expenditure on property, plant and ewgrip is only recognized
as an asset when the expenditure improves the taomdif the asset and lead to
future economic benefits or service potential inses;

* subsequent expenditure relating to repairs or reaamice of tangible assets,
made to restore or maintain the future economiefisnare recognized as a cost
when they are generated.

On circulating assets, standard IPSAS i®/éntorie$ considers that inventories
are assets:

(a) In the form of materials or supplies to be coned in the production process;
(b) In the form of materials or supplies to be aoned or distributed in the
rendering of services;

(c) Held for sale or distribution in the ordinamyurse of operations; or

(d) In the process of production for sale or disttion.

Also be noted that according to IPSAS 12, inveewdefinition is more complex

because this category includes the inventoriesareadistributed without counter

value or for a nominal fee (e.g., education manpaldished by a health authority
to be donated schools). Under IPSAS 12, inventesierild be measured at the
lower of cost and current replacement cost whesg #ne held for:

(a) Distribution at no charge or for a nominal degror

(b) Consumption in the production process of gdodse distributed at no charge
or for a nominal charge.

According to the standard, the cost of inventosbesuld comprise all costs of
purchase, costs of conversion and other costsrigatim bringing the inventories to
their present location and condition.

According to IPSAS 1, a receivable should be cl@sbkias a current asset in the
following situations:

1€
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(a) The receivable is expected to be achieved dutie normal course of the
entity’s operating cycle;
(b) Is expected to be realized within twelve morghthe reporting date.

All other receivables should be classified as noment (fixed) receivables.

Also according to IPSAS 1, a liability should basdified as a current liability in
the following situations:

(a) Is expected to be settled in the normal coofske entity’s operating cycle; or
(b) Is due to be settled within twelve months @& thporting date.

Transactions related to receivables and liabiliiiesforeign currency generate
foreign exchange differences recognized in accarelavith the allowed alternative
treatment in IPSAS 4The Effects of Changes in Foreign Exchange Rates

According to IPSAS 1, the equity is also called asgtets, through deductive mode
of determination from balance sheet (format list):

Net assets / Equity = Total Assets - Total Liabilies

IPSAS 1 indicates the following structure of equity

* Contributed capital, being the cumulative total the reporting date of
contributions from owners (usually the state), ldsgtributions to owners (e.g.,
payments made to the State);

» Accumulated surpluses or deficits, determined bynmaring revenues with
expenses recognized during the period;

* Reserves, including a description of the nature pngose of each reserve
within equity; and

* Minority interests, the part of the net surplusfi@g and of net assets/equity of
a controlled entity attributable to interests whiale not owned, directly or
indirectly through controlled entities, by the catling entity.

National norms appreciatethe patrimonial result (economic resultas a
component of equity; under IPSAS Blét Surplus or Deficit for the Period -
Fundamental Errors and Changing in Accounting Hekt the patrimonial result
(surplus/deficit) is a residual amount that remaafter expenses have been
deducted from revenue.

4 Case Study

We llustrated the preparation of the StatementFiofancial Position as of 31
December 2010 at City Hospital Targu Bujor from &althrough a comparative
overview of national norms with international stardk (Figure 1).
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NATIONAL NORMS

The Balance Sheet
as of December 31, 2010

INTERNATIONAL NORMS - IPSAS

Statement of Financial Position

Indicators

31-Dec-10

ASSETS

31-Dec-09
X

X

NON-CURRENT ASSETS

X

X

assets

0

0

Technical installations, vehicles, animals, plant, furniture, office
equipment and other tangible assets

261.851

252.115

Land and buildings

1.578.390

1.578.390

Other non-financial assets

as of 31 December 2010

ASSETS

Current Assets

Cash and cash equivalents
Receivables

Inventories

Non-current financial assets

Participation titles

Non-current receivables, of which:

Non-current commercial receivables

TOTAL NON-CURRENT ASSETS

Non-current assets
Receivables

CURRENT ASSETS

1.840.241
X

1.830.505
X

Inventories

405.926

Current receivables

X

413.136
X

Commercial receivables, advances and other settlements, of which:

0
0

0
0

Other financial assets
Infrastructure, plant and equipment
Land and buildings

assets

Commercial receivables and advances, of which:
Advances

0

12.490

Budgetary receivables, of which:

General ¢ budget receivables

Receivables from operations with non-reimbursable external funds

and budget funds, of which:

Amounts to received from the European Commission

Short-term loans granted

Total Current Receivables

0

12.490

Short-term il

Treasury and credit institutions accounts

X
624.812

X
959.205

Treasury accounts, cash, cash equi

cash advances, of which:

Deposits

Accounts from credit institutions, cash, cash advances, of which:
Dey

3.m

4.074

Other non-financial assets
Total assets

LIABILITIES

Current liabilities

Payables

Short-term borrowings

Current portion of long-term loans
Provisions

Employee benefits

posits

Total cash and cash equit

628.534

963.279

Central Treasury cash accounts

Costs paid in advance

TOTAL CURRENT ASSETS

1.034.460

1.388.905

TOTAL ASSETS

2.874.701

3.219.410

LIABILITIES

X

X

on

Non-current liabilities
Payables

Long-term borrowings
Provisions

benefits

NON-CURRENT LIABILITIES

X

X

ion

Non-current amounts, of which:

Non-current commercial debt

Long-term loans

Provisions

TOTAL NON-CURRENT LIABILITIES

CURRENT LIABILITIES

X

X

Commercial debt, advances and other settlements, of which:

131.136

182.056

Commercial debt and advances, of which:

8.566

13.525

Payable advances

Budgetary debt, of which:

53.848

96.123

Budgetary debt of public institutions, of which:

53.848

96.123

Social contributions

41.538

43.430

Payables to the budget from non-reimbursable external funds

Debt from operations with non-reimbursable external funds and
budget funds, other debts to other international bodies, of which:

Payables to European C

Short-term loans

Long-term loans (amounts to be paid in current year)

Employee salaries

86.563

77.269

Other employee benefits due to other categories, of which:

Pensions funds, unemployment allowances, scholarships

Revenue received in advance

Provisions

TOTAL CURRENT LIABILITIES

271.547

355.448

TOTAL LIABILITIES

271.547

355.448

NET ASSETS = EQUITY

2.603.154

2.863.962

EQUITY

X

X

Reserves and funds

602.461

1.565.390

Retained earnings (surplus)

913.520

2.000.409

Retained earnings (deficit)

Patrimonial result of the exercise (surplus)

1.087.173

0

Patrimonial result of the exercise (deficit)

o

OTAL EQUITY]

Figure 1 Comparative structure of Statement of Finacial Position
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701.837
62

Total
Net assets

NET ASSETS/EQUITY

Capital contributed by other
government

entities

Reserves

Accumulated surpluses /(deficits)
Minority interest

otal net assets/equity]

31-Dec-09

628.534
0

405.926

1.034.460

261.851

1.578.390

1.840.241
2.874.701

98.155

173.392

271.547

0
271.547

2.603.154

602.461
2.000.693

31-Dec-10

963.279
12.490

413.136

1.388.905

252.115

1.578.390

1.830.505
3.219.410

215.037

140.411

355.448

0
355.448

2.863.962

1.565.390
1.298.572

B 2
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5 Conclusions

It can be concluded that presentation of finansiatements is a complex process
of aggregation of data to create financial indicaton situation of the patrimony
and the results obtained in a public institution.

We appreciate that at present the annual finast@éments of public institutions
in Romania, although largely converging to IPSA&nhdards, they do not attain
exactly the quality standard recommended by IPSAS®rts are needed from
Romanian normalization organizations, but also samanges to the financial
statements, which affects not only the presentalionthe content of financial
statements, as follows:

First, we must recognize the difficulties inheresgecific to any attempt of
harmonization, especially because an accountingdatd for public sector must
take into account the distinctive features of pulsiector. In addition, using the
IAS, IPSASs do not have their own specific concaphasis for public sector so
that public accountants didn't have the experiefigaplementing IAS.

Strictly on statement of financial position, thesnsignificantchangegsequired by
IPSAS standards refer to:

» Application of thepatrimony principle which involves recording the asset in
active and their depreciation each year, includiegarate treatment of certain
categories of assets, frequently encountered itigpabctor, e.g., heritage assets
and infrastructure assets. Identification of assetgl recognition of their
depreciation, helps managers to understand thecimgfausing fixed assets in
service delivery and encourages them in considerabtf alternative ways of
managing costs and service delivery;

» Application of the prudence principle which requires the recognition of
provisions even for pensions, and the evaluatioth m@Tognition of contingent
liabilities and contingent assets. Special attentioll be given torestructuring
provisions due to the public sector exposure to various udtiple forms of
restructuring.

Second, the financial statements prepared by pulbigtitutions should be
characterized by simplicity and clarity to be asigle to a broad scope of users,
and should contain only the necessary indicatoih high information content.
Public sector financial statements, prepared imm@znce with national norms are
very comprehensive and complex, and the informatiay provide, often can be
interpreted only by the professional accountants]l aome of these are not
necessary and relevant information. Many balan@etsimformation should be
presented in annexes or in explanatory notes téirthacial statements.

We note also the issue of content and completiorelefnents of financial
statements, which differ by category of institusoaccording to their type, the
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financing and the profile of their activity, so abse of uniformity is even between
different categories of public institutions or beem different sectors. Financial
statements prepared in accordance with IPSAS Ibeksame everywhere in the
world, in every country.

Finally, we emphasize the need to reduce complexity considerable volume of
financial statements in public sector, to developcoanting policies and
explanatory notes and to increase connections ketwbe budget execution
account and the other components of financial statgs.
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