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ABSTRACT : Are also considered various texts which in most cases contain distinct both accounting regulations 
and tax rules or texts that contain elements simultaneously and accounting. To the extent that legal texts and the 
regulated are insufficient to cover regular, enter the role of case law or rules prescribed accounting doctrine.      
Information about an entity's performance, in particular its profitability, are needed to assess potential changes in 
economic resources that the entity can control the future. In this regard, information about variability of 
performance is important. Performance information is useful to predict the entity's ability to generate cash flows 
using existing resources; they are useful for formulating judgments about the effectiveness of the entity may use the 
nerd resources. 
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1.1. The objective of financial statements 
 

      We believe that, the objective of financial statements is to provide information about the company's financial 
position, results (performance) and changes in financial position of the company (cash flows). All this information 
satisfies common needs of most users, leaving out a number of non-financial needs and predictive information. It is 
known that economic decisions are taken by users of situations statements requires assessing the ability of an entity 
to generate cash or cash equivalents and safety of the period and their generation.  
       Ultimately, it depends, for example, an entity's ability to pay employees and suppliers to pay interest, to repay 
loans and to pay its owners. Users are able to assess this ability to generate cash or cash equivalents if they are 
provided with information focused on the financial position performance and financial position of an entity 
changes. Thus, information on financial position are provided, first, the balance those on the result, the profit and 
loss account and information on changes in financial position through different situations. 

1.2. Company’s financial position 
     Company's financial position is defined by the economic resources it controls, the financial structure of assets, 
liabilities and equity, liquidity and solvency of economic values and ability to adapt to changing operating 
environment. The financial position of an entity is influenced by the economic resources it controls, its financial 
structure, liquidity and solvency and ability to adapt to changes in operating environment. Information about 
economic resources controlled by the entity and its ability to change past these resources are useful to predict the 
entity's ability to generate cash or cash equivalents in the future. 
       Information on financial structure are useful to predict future credit needs and how profits and future cash flows 
will be divided between those who have an interest in the entity, they are useful to predict the chances of the entity 
to receive funding in the future . Information about liquidity and solvency are useful to predict the entity's ability to 
honor financial commitments due. 
       The basic equation is the form of financial position: 
EQUITY (NET ASSETS) = ASSETS - LIABILITIES (passive) 
       An enterprise has a positive financial position if the equity is higher or at least equal to the debts of economic 
value. This condition indicates that the company, as matter of law, is able to pay its obligations to third parties, both 
during and in carrying out its business wound up. If the elements that go down the financial structure of the equation 
above, it expresses a firm's ability to generate cash and cash. (Equivalent to cash such as stocks and get cash by 
selling claims and receipts) in a certain period of management called financial year or accounting period.  
      Such capacity is seen in the company's liquidity and solvency, i.e. the power to pay employees, suppliers, and 
debts to the budget and other public bodies to pay interest, to repay loans and to pay owners of the company. 
Liquidity refers to the availability of cash in the near future, after taking into account the financial obligations for 
this period. Instead, solvency concerns on cash for a longer period to meet financial commitments that are due. The 
term financial position in an accounting asset is replaced with the statement of assets. 
To this end the equation is calculated:  
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Net assets situation=assets-heritage obligation 
     In European literature, implicit in accounting and finance books in our country, liquidity is the ability to pay 
debts due and to meet unexpected needs for cash availability. Among general indicators of liquidity assessment can 
include: general liquidity and immediate liquidity. 
Overall liquidity     
   Overall liquidity is closely related to working capital and is considered by many financiers and other creditors to 
be a good indicator of firm capacity to pay bills and to repay loans.  
    General liquidity ratio is calculated as current assets and current liabilities. Relationship to calculate the overall 
liquidity is as follows: 
Immediate liquidity. One of the shortcomings of general liquidity ratio is that it ignores the structure of current 
assets. 
    They may have sufficient size, but poor structure. Clearly, funds and claims are more readily available for 
extinguishing debt than a stock unit, of any kind.   Immediate liquidity is calculated by subtracting inventories from 
current assets and dividing the difference value, thus obtained, the value of current debt. The relationship of 
immediate liquidity calculation is as follows: 
       Solvency of an enterprise expressed ability to pay debts. The extent to which a company uses credit to finance 
(or financial leverage) has important implications. First, lenders analyze the equity value or the amount of funds 
involved in the business by its owners to make an idea about credit safety. 
      If business owners bring its funding only a small proportion of the total funding required for the risks, which is 
subject to the undertaking are borne primarily by lenders. Secondly, by purchasing credit funds by the owners retain 
control over the company, although a limited amount of funds invested in it. 
     Thirdly, if the enterprise, from the use of credit funds, earns more than the amount payable as interest, this 
surplus increases the welfare of the owners. For example, if assets have used a rate of return of 14% and the debt has 
an interest rate of 10%, there is a difference of 4% which returns to shareholders. 
     But leverage has other effects. If the rate of return on assets decreased to 8%, the difference between this and the 
interest rate payable to cover the capital. Companies that have a low financial leverage have a lower degree of risk 
when the economy is in a recession, but equally, they have lower profits in a boom period. Conversely, companies 
that have a high financial leverage are in danger of suffering substantial losses, but also have the opportunity to 
make profits as large. Prospects for profits are attractive, but investors do not like risk.  
      Therefore, decisions regarding the use of financial leverage must be taken in order to balance the degree of risk 
and expected profits. One of the most important indicators used to assess the debt is borrowing rate. Borrowing rate. 
The ratio of total debt and total assets, referred to generally borrowing rate, measured as percent of total funding 
comes from credit. 
      Creditors prefer low debt rate because, as this report is ionic, the more protection there is against any losses 
incurred by creditors in case of bankruptcy. Unlike creditor’s preference for a low rate debt, business owners could 
pursue a high financial leverage, either because of increased earnings or the desire not to lose control of the 
company if they are forced to issue new shares. If leverage is very high there is a danger of encouraging 
irresponsible behavior by business owners.  
     Because the funds are their extremely small compared to the amount of borrowed funds, the risk of speculation 
that, if it proves successful, could bring substantial gains to shareholders. If speculative activity proves a failure, the 
owners will suffer only a moderate loss, because few have invested in business and limited funds. 
      The relationship for calculating the rate of debt is as follows: AS 32 "Financial Instruments: Disclosure and 
Presentation", the submission due for both financial assets and financial liabilities. Financial asset is any asset that 
is: 
(A) cash;(B) a contractual right to receive cash or another financial asset from another enterprise; (C) a contractual 
right to exchange financial instruments with another enterprise under conditions that are potentially favorable rabies 
or (D) an equity instrument of another enterprise. A financial liability is a contractual obligation: (L) to pay cash or 
another financial asset to another enterprise, or (2) to exchange financial instruments with another enterprise under 
conditions that are potentially unfavorable. 
      The most common types of assets and financial liabilities are: cash, bank deposits, receivables and trade 
accounts payable, receivable and commercial paper payable, loans receivable and payable, bonds payable and 
receivable.  
       The company must know the maturity of these financial assets and liabilities to be able to - and honor the 
outstanding debts on time by striking a balance between them and the same maturity assets to be realized. 
       If procedures are associated IAS 1 "Presentation of Financial Statements" paragraph 56, with the IAS 32 
"Financial Instruments: Disclosure and Presentation" paragraph 47 (a), is required for each class of financial 
instruments (including claims and current liabilities) submission deadlines and significant conditions may affect the 
value, timing and certainty of future cash flows. IAS 32 "Financial Instruments: Disclosure and Presentation" 
paragraph 49 (b) that classifies the due date, expiry or execution is normally one of those presentations.  
     In practice, it is useful to present a table (situation) to indicate different classes of assets and liabilities and 
different recovery or maturity dates. 
Financial performance 
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      Information about an entity's performance, in particular its profitability, are needed to assess potential changes in 
economic resources that the entity can control the future. In this regard, information about variability of performance 
is important. Performance information is useful to predict the entity's ability to generate cash flows using existing 
resources; they are useful for formulating judgments about the effectiveness of the entity may use the new resources. 
       In terms of quantity versus financial performance is defined in terms of profitability resulted in the company. 
The equation used for this purpose is: Since the result defines the difference between revenue and expenditure, the 
last two components can be defined as equity structure. Therefore the result can be defined in terms of changes in 
equity created in this equation is of the form. IASB Framework and IAS 1 "Presentation of Financial Statements" 
considers that the outcome correctly in the profit and loss account does not show the complete performance of the 
company.  
     To overcome this situation in paragraph 3 of IAS 1 "Presentation of Financial Statements" provides: "To meet the 
demands of users for more comprehensive information on performance, assessed more general than the profit in the 
profit and loss establishes a new standard requirement to provide a primary financial statement those gains and 
losses currently not presented in the income statement. The new situation can be presented either as a traditional 
reconciliation of equity on the columns, whether their own situation - actual performance. IASB Board agreed in 
principle in April 1997 to undertake an analysis of how results are evaluated and reported. " 
     The solution adopted by IAS 1 requirement to answer given above was that of changes in equity statements were 
prepared in two variants "all changes in equity" or "changes in equity other than those arising from capital 
transactions with owners and distribution to owners ". In such a theoretical discourse led to the concept of 
comprehensive income for the year based on the formula: 
    As emerges from the IASB Framework adjustments to maintain equity and capital gains consist minus values 
revaluation or adjustment of assets and liabilities which increase or decrease of equity. Although these increases or 
decreases meet the definition of income and expenses are not included in the profit and loss based on certain 
concepts related to maintaining capital.  
     Instead they are included in equity as adjustments to maintain capital levels or revaluation reserves. Detailed 
formula that we propose to characterize the company as full performance is Profit/ loss of (a) recognized period (s) 
in the profit and loss�+, - Income / expenses, gains / losses recognized directly in equity (capital gains / minus 
values revaluation gains / losses from foreign exchange conversion foreign entity's financial statements) 
+ - Profit/ loss from the effects of changes in accounting policies 
+ - Profit/ loss from the effects of correction of fundamental errors 
=Performance (overall result) enterprise. Financial position of an entity changes 
      Information on changes in financial position of an entity are useful to evaluate its operating activities, 
financing and investment in the reporting period. This information is useful, giving users a basis for assessing the 
entity's ability to generate cash or cash equivalents and the entity needs to use these cash flows. In drawing up a 
statement of changes in financial position, funds can be defined in various ways, such as all financial resources, 
working capital, liquidity or cash. In this general framework has not attempted definition of 'funds'. 
     Changes in financial position can be defined in various ways such as working capital and fund flows, net 
treasury and net cash flows (cash). Thus, in static vision, changes in financial position defined by the net working 
capital and treasury are formalized on the balance sheet as follows: 
Balance sheet at N 
Asset Permanente capital 
Inventories and receivables
operating and non operating 

Operating liabilities 
and non-exploitation 

  
Deposits and other cash values short-term bank loans 
 
Where:  
Working capital=permanent capital-asset 
Working capital needs=inventories and operating receivables and non-exploitation-operating debt and outside 
exploitation 
Net cash=needed working capital working capital or 
Net cash= availability-term bank loans 
      For disclosure of cash flows (cash) economic and financial operations are grouped into the following types: 
investment, financing and operation. 
      Investment operations have as their object or sources of funding allocation for the procurement of goods, 
durable assets (for a term exceeding one year) called fixed assets. Financing operations aimed at creating resources 
for financing fixed assets. They may come from equity contribution made by the owner and the funds provided by 
third parties in relation to business assets. 
     Mining operations are intended acquisition - production - sales of goods as "products" purchase - resale of 
"goods". In the field of mining operations to include debt - third party claims arising from the purchases - use - sales 
of goods, works and services. 
      Cash flows (cash) are calculated in each activity, mining, finance and investment through the gap between 
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receipts and payments. The formula used for this purpose is:  
Net cash flow arising   =    receipts from the operation, financing - pay for operations from the operation or 
investment operating, financing or investment  
Conclusion 
         In conclusion, components of financial statements are correlated because they reflect different aspects of the 
same transaction or of the same events. While each situation offers different information, it is likely that none will 
not serve a single purpose or provide any information required by the pacific needs of users.  
For example, income statement provides an incomplete picture of performance, if not used with balance sheet and 
statement of changes in financial position. 
      In Romania, according to new regulations, the financial statements consist of: balance sheet, income statement, 
statement of changes in equity, cash flow statement, accounting policies and explanatory notes. Are produced by 
companies that meet the requirements of applicable law. According to the Accounting Law no. 82/1981 and its 
implementing Regulation, the financial statements consist of the balance sheet, profit and loss account and annexes. 
      Users of the information published in the annual summary documents are numerous and form a diverse 
population, but it is generally accepted that the most extensive and important class of potential beneficiaries is 
formed by investors. The idea to try and meet the need of directs financial and accounting information of all users, 
actual or potential, is a measure difficult, if not impossible. 
      Recognition of the legitimate interests of various user groups raises the question whether it is desirable to 
produce annual accounts exhaustive, covering all potentially useful information. 
        On the other hand, there is another problem related to the educational level of user information, content and 
presentation of annual accounts cannot be reduced to the lowest common denominator, adding and conflicts of 
interest between different group’s users, fueled by their heterogeneity. 
         Increasing internationalization of financial markets means that increasingly more to ensure a better 
comparability of company accounts in different countries. In fact, differences between the financial statements in 
accordance with international standards set by each country, revealed gaps in the information broadcast by some 
accounts, and sometimes a national rule changes from year to year, make and comparisons become impossible. 
      For example, comparing the average productivity of staff between groups of countries and those in another 
country when, in fact, companies in these countries are not even obliged to indicate in their annual reports any 
staffing or costs to them. 
     IASB Framework does not address directly the concept of true and fair view. The ideas in this respect are general 
par excellence as follows: financial statements must render a true and correct and present fairly the financial position 
to the results and changes in financial position of an enterprise. At the same time it is issued and the idea that the 
main qualitative characteristics and application of appropriate standards by the accounting is normally results in the 
preparation of financial statements generally reflect a true and fair view or fair presentation of the situation of the 
company. 
      True and fair view accounting as a fundamental objective in Europe is a concept of British origin, is formulated 
for the first time in English Company Law of 1974. Later it was taken and defined in Directive IV - AA European 
Economic Community. 
     British perception of the principle of the social actors (producers and users of the product sheet) is considering 
accounting standards and law. In the theoretical, true image is defined through the terms true and accurate picture 
image or true and honest picture. ). No interpretation is not excluded that a high goal toward which the financial 
statements). 

In accounts based on normative regulations, correctly reflects the objective of financial accounting terms is 
defined in terms of regularity and sincerity. French accounting book, the two terms are added a third, the fidelity. 

Regularity means the rules and accounting procedures in place. To assess the regularity, resort to legal texts 
and specialized subject contains stipulations on the principles, rules and accounting provisions. 

Are also considered various texts which in most cases contain distinct both accounting regulations and tax 
rules or texts that contain elements simultaneously and accounting. To the extent that legal texts and the regulated 
are insufficient to cover regular, enter the role of case law or rules prescribed accounting doctrine. 

Sincerity means the application in good faith and professionalism of accounting rules and regulations 
according to the knowledge that accountants must normally be on the reality of situations and operations recorded in 
the accounts. 

Specifically sincerity so as to translate documents, accounting records and financial statements - which 
must be as accurate and responsible behavior in accounting to be honest, not to distort reality and to know and apply 
rules and accounting procedures. Fidelity aims intrinsic characteristic of accounting information, compliance or 
noncompliance with reality, compliance or noncompliance with what is normal accounting rules and regulations. 
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