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ABSTRACT: Reference to the specialist literature in the field of accounting proves that 

prudence in accounting is a concept used when preparing financial statements. Although the 

current conceptual accounting framework issued by IASB no longer makes a presentation of 

the concept of prudence, the economic environment has not given up preparing financial 

statements in the spirit of prudence. The analysis of the types of provisions recorded by the 

companies quoted on the Romanian Stock Exchange (BVB Bucharest) and their typology 

provides evidence of the existence of accounting conservatism when preparing financial 

statements, although the accounting regulation does not impose a conduct based on the 

concept of prudence. 
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1. INTRODUCTION 

 

The concept of prudence should be taken into consideration when preparing financial 

statements, especially for meeting investors’ needs. Preparing and presenting financial 

statements in this spirit is a prudent way of keeping the books. Prudence has often been 

identified in accounting with the idea which states “anticipate no profit but anticipate all 

losses” (Pae et al. 2005).  

The professional accountant’s tendency to have a high degree of verifying good news 

in order to recognize them in accounting as gains compared to a way of recognizing losses 

as a result of bad news has been tested empirically (Basu, 1997). 

Watts (2006) mentions in his study that the existence of a more complex degree of 

verification for recognizing gains as opposed to recognizing losses in accounting 

demonstrates the degree of conservatism applied when preparing financial statements. 

In 2010, the International Accounting Standards Board (IASB) decided to eliminate 

the concept of prudence from the general conceptual framework for financial reporting. A 
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