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ABSTRACT: Prudence, a controversial accounting concept, is often debated in the 

research literature through conceptual depictions, analyses of the regulatory process, norms 

or empirical tests. In this study, our emphasis is on the recourse to prudence in preparing 

the annual financial statements of Romanian listed entities subsequent to the elimination in 

2010 of the notion of prudence from the IFRS Conceptual Framework issued in 2010. Two 

types of financial information were considered relevant for the analysis of the recourse to 

prudence: the provisions and the impairment/write-down of assets. The period taken into 

consideration is 2010-2016 and the sample is comprised of 13 listed companies on the 

Bucharest Stock Exchange (BSE) from 5 important industry sectors in Romania. Our 

findings indicate that the elimination of prudence did not affect the way and the method of 

presentation of the provisions and of the impairment/write-down of assets in the financial 

statements of listed companies in Romania.  
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1. INTRODUCTION 

 

The presence of prudence in accounting is associated with the recognition of expenses 

and liabilities as soon as possible, even before they actually incur, but the postponement 

of recognition of revenues and assets until they are realized.  

The most important reason for addressing prudence is that the exercise of prudence 

affects the financial performance and it is linked to assertions regarding creditors’ 

protection, since the profit disclosed in the financial statements represents the amount 

available for distribution among investors, creditors and other stakeholders.  
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