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Abstract: The balance sheet, perceived, with good reason, as the visit 
card of any company, provides an overall image of the financial and 
assets situation of the company, and highlights the financing sources of 
the company and the mixture of capital resources and debts, on one hand, 
and  the purposes (usage) of the funds obtained from these sources. 
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INTRODUCTION 
 

 The company performs its activity in an economic and social 
environment in which the need for information represents a fundamental 
coordinate. The poles of this universe are represented by the business 
entities in the market (which may be investors, customers, suppliers and/or 
competitors of the company), business and financial institutions (banks, 
insurance companies, stock exchanges, international financial entities), 
public authorities (fiscal authorities, regulatory and monitoring authorities, 
etc.) and, of course, the public. All these entities represent financial and 
accounting information consumers before which the company must be 
transparent to a certain extent. Naturally, this transparency should be 
analysed against the broader context of a stable economic environment, 
healthy in terms of competition, and credible for the potential investors, 
which requires that the financial information be relatively readily available 
and free (or obtainable for minimum costs). The interface between the 
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enterprise (corporation, company) and such information users is made via 
financial statements. 
 

MATERIAL AND METHOD 
 

  

 In this paper, I present the importance of the balance sheet and of the 
data supplied by it. 
 

RESULTS AND DISCUSSIONS 
  

 According to the legal provisions applicable in our country1, trading 
companies have the obligation to draw up various accounting documents 
(financial statements) according to certain size criteria. These size criteria 
are stipulated in O.P.F.M. no. 3055/20092 and cover: the total assets: 
3,650,000 EUR; net turnover: 7,300,000 EUR; the average number of 
employees during the accounting period: 50. 
      The legal entities which, on the date of the balance sheet, exceed the 
limits of two of the tree above-mentioned criteria have the obligation to 
draw up annual financial statements including: the balance sheet, the profit 
and loss account; the statement of changes in owners’ equity; the cash flow 
statement; explanatory notes related to the annual financial statements. 
       In the case of the other companies, O.P.F.M. no 3055/20093 
stipulates the obligation of drawing up the following statements: a short 
version balance sheet; profit and loss account; explanatory notes related to 
the simplified annual financial statements. These companies can choose to 
draw up the statement of changes in owners’ equity and/or the cash flow 
statement. 
The accounting synthesis documents, as stipulated in the Accounting 
Regulations harmonized at the European level are meant to supply relevant 
information concerning various directions of analysis of the economic and 
financial activity of a company. 

                                                
1 Order of the Public Finance Ministry (O.P.F.M.) no.3055/2009 for the approval of the 
Accounting Regulations according to the European directives published in the Official 
Journal of Romania, Part I, no. 766 A from 10.11.2009. 
2 Point 3, paragraph (1). 
3 Point 3, paragraph (2). 
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        From all the financial statements, the balance sheet is undoubtedly, 
the most representative for the activity of a company, due to the fact that it 
provides an overall image the economic situation of the company, of its 
available mobilized resources and of the purposes for which these resources 
have been used. According to the definition given in O.P.F.M. no. 
3055/2009, the balance sheet is the accounting synthesis document that 
covers the assets, liabilities and equity capital items of an entity at the end of 
the accounting period, as well as in the other situations stipulated in the 
applicable legal   provisions. 
        As we have previously mentioned, the balance sheet is the document 
able to present the economic situation of the company in an optimum 
manner. This is due to the fact that the balance sheet is organized as a table 
including all the assets, liabilities and equity capital items of a trading 
company. Our national legislation defines an asset as a resource currently 
controlled by the enterprise as a result of past events, from which future 
economic benefits are expected to flow to the enterprise, and the cost of 
which can be evaluated in a credible manner.  
Consequently, assets constitute the purpose for which the company uses its 
resources mobilized either from shareholders/associates/investors, or from 
financial, banking and credit institutions, or from the capital market. 
        According to the same regulatory document, a debt represents a 
current liability of the company as a result of past events, and by the 
reimbursement of which resources incorporating economic benefits are 
expected to flow. Basically, debts represent counter-performances of the 
company for certain economic advantages from which it benefited. Such 
liability may be sanctioned on a “contractual, statutory, or legal basis, due to 
current commercial practices or to the will of the company to preserve good 
or fair business relationships”.  
The debts are the external liabilities4 of the company, manifested in relation 
with individuals/legal entities outside the company (employees, suppliers, 
banks, the Government, etc.). 
        The other item of the balance sheet, the equity capital, represents the 
shareholders’ residual interest in the assets of an entity after the 
reimbursement of all its debts. For this reason, equity capitals are also 
known as net asset value, or net situation. The size of the equity capital 

                                                
4 According to Ristea, Călin (2005). 
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(both the absolute one, as well as the one related to the balance sheet total) 
may be viewed as a barometer of the financial health of a company, and of 
the efficiency of its financial management. 
       According to O.P.F.M. no. 3055/2009, in the balance sheet, the assets 
are usually listed according to their nature and liquidity, whilst the equity 
capital and the liabilities are grouped according to their nature and 
eligibility. The nature of the balance sheet items is first of all related to their 
source (in the case of the liabilities) and purpose of allocation (in the case or 
the assets); thus, the balance sheet supplies valuable information concerning 
the manner in which the company uses its capital. The liquidity of the assets 
represents their quality of being converted into cash with the purpose of 
recovering the invested capital in a timely manner and with minimum loss. 
In the Romanian accountancy harmonized with the European standards, the 
structure of the balance sheet was developed in such a way as to list assets 
in the order of their increasing liquidity. Thus, in the assets section, the 
balance sheet presents the fixed assets first, characterised by a slow turnover 
and owned by the company with the purpose of using them for several 
years. Fixed assets may be divided into intangible assets (promotion 
expenses, development expenses, leases, patents, licenses, trademarks, etc.), 
and tangible assets (land, buildings, installations, machinery, equipment, 
etc.) and financial assets (shares owned in affiliated entities, loans granted to 
affiliated entities, investments in associates).  
Then the circulating assets are listed in the balance sheet (current assets 
which, unlike the fixed assets have a much faster turnover ratio, and can be 
turned over several times in the course of a normal business cycle. The 
following are included in the category of circulating assets: the stocks of 
raw materials and other material resources, commodities and finished 
products, the trade receivables and account receivables, short-term 
investments, cash and cash equivalents, etc.  
        The liabilities section of the balance sheet includes the equity capital 
and debts according to the collectibility criterion.  
The collectibility of a liability item emphasizes how close the due date is, 
i.e. the period of time left until the debt is reimbursed. The Romanian 
accounting regulations stipulate that the resources of the company should be 
entered into the balance sheet in the increasing order of their collectibility. 
First of all, there are the short-term liabilities (due within one year), which 
is a category that regroups bank loans, customer deposits, supplier’s credits, 
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or bonds payable. These liabilities prove the obligations of a company, 
mainly generated from its operating activity, which justifies the term of 
current liabilities used in the financial and accounting practice. 
Subsequently, the liabilities section of the balance sheet regroups the long-
term debts of the company (which must be paid in a period that exceeds one 
year), and which are divided into the same categories as the current 
liabilities. Finally, the liabilities include the provisions (made with the 
purpose of covering the possible liabilities of the company, which cannot be 
accurately foreseen in terms of occurrence and size) and the equity capital 
of the company, the due date of which is uncertain (but remote anyway): the 
social capital, the share premiums, the reserves, the retained earnings and 
the current ones, etc. The equity capital and the long-term liabilities of the 
company are its permanent (stable) capitals (resources), i.e. the resources 
that can be used by the company in long-term lucrative activities. 

 
CONCLUSIONS 

 
 It is necessary to mention the fact that, due to its informational 
contents, the balance sheet is the image of the management operations and 
capital transactions in which the activity of a company can be divided. The 
management activity is related to the normal operating cycle of the company 
(the production of goods and/or services for sale, the purchase of equipment, 
tools, machinery, raw materials, other material resources, the sale of 
products/services and commodities, making investments on the financial 
market). Of course, in the management activity of the company there may 
be extraordinary situations (force majeure cases, for example), but the 
frequency of their occurrence is extremely low. 
        On the other hand, the capital transactions performed by the 
company are related to events such as social capital accretions/write-offs by 
measures such as the issue of shares or the redemption/annulment of 
previously issued shares, the creation of reserves, the distribution of the 
profit made, contracting loans (either on the banking market, or by issuing 
bonds) and others. The capital transactions reflect the implementation of the 
company management decisions concerning the investment and financing 
processes at the level of the company. 
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