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Full	of	reforms,	accounting	science	always	tried	to	approach	the	concerned	user	requirements	
as	return	on	capital	employed	and	the	complete	picture	of	the	operations	that	occurred	during	
the	 financial	 year.	 For	 public	 sector	 entities,	 international	 financial	 reporting	 practices	 are	
referring	to	International	Accounting	Standards	for	the	Public	Sector	(IPSAS).	In	this	paper	we	
intend	 to	 present	 a	 parallel	 between	 International	 Financial	 Reporting	 Standards	 (IFRS)	 and	
IPSAS	conjunction	with	the	main	aspects	of	budgetary	lending	highlighted	through	a	case	study	
aimed	at	the	budget-funded	institutions	Galati	Local	Council	in	2011-2013.	
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1. Introduction 

The	 public	 institution	 is	 the	 cell	 of	 entire	 administration	 whether	 central	 or	 local.	 This	 is	 all	
organized	structures	created	in	society	for	public	affairs.	Public	institutions	have	owned	for	a	long	time	an	
important	 role	 in	 most	 developed	 countries,	 but	 with	 the	 privatization	 of	 public	 services,	 some	
institutions	have	gone	into	the	background	

Public	 institutions,	 is	 how	 social	 and	 economic	 organization	 of	 the	 state	 can	 deal	 with	 the	
complexity	of	human	needs	that	must	be	met.	

Law	no.	500/2002	on	public	finances	indicated	the	structure	of	public	institutions	operating	in	
Romania:	(1)	

The structure of public institutions 

	
Source	own	presentation	

	
Public	 institutions	 include	 administrative	 units’	 authorities	 and	 public	 institutions	 and	 public	

services	of	local	interest,	with	legal	personality,	whatever	the	mode	of	funding	their	work.	
Authorizing	officers	are	leaders	of	public	 institutions	with	competences	and	responsibilities	 in	

developing	and	implementing	the	budget	and	managing	the	heritage	institution.	
Depending	on	the	skills	they	have	in	the	allocation	and	use	of	credit	authorizing	officers	may	be:	

primary,	secondary	or	tertiary,	as	we	show	in	the	figure	bellow:	
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Classification of credit authorizing officers	

	
Source	own	presentation	

	
2. Sources of funding of public institutions 

Funding	operation	of	expenses	and	development	of	public	institutions	it	is	assured	from	various	
sources	as	in	the	following	picture:	

	
Sources for funding operating of expenses and development of public institutions 

 
Source	own	presentation	

	
Public	 institutions	 financed	 from	 the	 state	 budget	 revenues	 flowing	 from	 the	 state	 budget	 or	

local	 budgets,	 according	 to	 the	 degree	 of	 subordination.	 Analysis	 of	 funding	 sources	 (Manea,	 2012)	 can	
perform	 both	 globally,	 at	 the	 level	 of	 actions	 carried	 out	 by	 institutions	 or	 industries,	 as	 well	 as	 the	
individual	institutions.	(2)	

	
2. Dynamic analysis of the situation of the main indicators of revenues and expenses Galati Local Budget 
for 2011-2013 

In	 Romania	 there	 are	 13	 cities	 urban	 growth	 poles	 (Buhociu,	 Mihalcea,	 Virlanuta,	 2011),	
including	the	city	of	Galati.	(3)	In	the	year	2013	by	Decision	No.	132	of	28.02.2013		
(http://www.primaria.galati.ro/portal/act/buget/buget2013.pdf)	 adopted	 the	 general	 budget	 of	 income	
and	expenditure	Galati.	(4)	

Still	present	dynamic	analysis	of	the	situation	of	the	main	indicators	of	income	and	expenditure	
to	the	budget	Galati	Local	2011-2013.	
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Statement of Revenues main indicators to BL in 2011-2013 (fr.)	
	

Name of the 
indicator 

2011 (released) 2012 (released) 2013 (Forecast) 

Functioning 
section 

Development 
section 

Functioning 
section 

Development 
section 

Functioning 
section 

 

Development 
section 

TOTAL INCOME 330,179 81,418 318,349 75,216 348,410 101,289 

I. Current 
income 

314,826	 56,051	 314,908	 54,310	 345,040	 55,522	

II. Income from 
capital 

-	 3,160	 -	 827	 -	 500	

III. Financial 
operations 

10	 -	 116	 -	 -	 -	

IV. Subsidies 15,334	 9,881	 3,325	 3,667	 3,370	 13,841	

Post-accession 
FEN sums 

-	 12,325	 -	 16,402	 -	 31,426	

Source	Processed	by	the	author	based	on	data	obtained	from	the	local	budget	Galati	

	
Statement of main indicators Accrued Local Budget	

Name of the 
indicator 

2011 (released) 2012 (released) 2013 (Forecast) 

Functioning 
section 

Development 
section 

Functioning 
section 

Functioning 
section 

Development 
section 

Functioning 
section 

Public 
authorities and 
external actions 

15,908	 659	 14,968	 17,450	 19,161	 5,845	

Other general 
public services 

1,015	 15	 10,975	 -	 11,276	 82	

Interest 5,387	 -	 5,800	 -	 7,923	 -	

Public order and 
national security 

7,971	 137	 7,920	 45	 10,450	 1,087	

Education 173,454	 7,297	 113,904	 5,738	 126,277	 12,092	

Health 7,791	 4,278	 7,376	 2,011	 8,771	 4,254	

Culture, 
recreation, 
religion 

19,584	 1,773	 20,482	 10,688	 28,370	 14,552	

Insurance and 
social welfare 

21,123	 3,258	 26,031	 4,995	 24,079	 4,643	

Housing, public 
services and 
development 

24,609	 20,370	 13,871	 23,364	 21,686	 17,646	

Protection of the 
environment 

15,085	 2,535	 24,143	 9,757	 27,713	 8,753	

Fuel and energy 44,531	 3,022	 29,759	 3,274	 16,109	 10,296	

Transport  42,474	 6,084	 43,138	 33,215	 46,640	 55,519	

Other economic 
actions 

-	 600	 -	 630	 -	 -	

TOTAL 371,891 50,028 318,349 111,167 348,410 134,769 

Source	Processed	by	the	author	based	on	data	obtained	from	the	local	budget	Galati	

	
Making	a	comparative	analysis	of	indicators	of	revenues	and	expenses	during	the	period	2011-

2013	can	conclude	the	following:	
•	In	2011,	the	local	budget	was	a	deficit	of	lei	10.322.	This	was	due	to	expenditures	that	were	in	

excess	of	revenue	received	in	this	year's	budget.	Although	the	department	was	developing	a	surplus	of	£	
31.390	it	was	substantially	decreased	budget	deficit	running	at	station	41.712	lei.	

•	 The	 year	 2012	 was	 a	 deficit	 of	 lei	 31.951,	 with	 an	 increase	 in	 the	 relative	 sizes	 of	
approximately	 250%	 of	 its	 previous	 year.	 The	 unfavorable	 situation	 was	 caused	 solely	 the	 result	 of	 the	
development	department	as	the	department	has	been	running	a	balanced	budget	(revenue	recorded	were	
equal	expenses)	
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•	For	2013	the	deficit	is	expected	to	decrease	by	about	7%	in	2012.	This	result	is	expected	based	
on	the	budgetary	balance	will	be	held	in	the	operating	department	and	lei	33.480	deficit	will	be	recorded	
at	the	station	development.	

In	the	following	figures	we	are	show	the	evolution	recorded	revenues	B.	L.	during	2011-213	(fr.)	
and	the	evolution	expenditure	to	B.	L.	during	2011-213	(fr.).	

	
The evolution recorded revenues B. L. during 2011-213 (fr.)	

	
Source	Prepared	by	authors	based	on	the	results	of	centralizing	income	indicators	

	
The evolution recorded revenues B. L. during 2011-213 (fr.)	

	
Source	Prepared	by	authors	based	on	the	results	of	centralization	indicators	expenses	

 
3. Financial accounting function in the public institutions 

In	public	 institutions,	accounting	 is	organized	at	 the	 level	of	a	separate	department	headed	by	
CFO,	chief	accounting	officer	or	other	person	authorized	to	perform	this	function.	

If	 the	 institution	 is	 not	 organized	 accounts	 departments	 or	 staff	 are	 employed	 on	 individual	
employment	 contract	 for	 management	 accounting	 and	 financial	 statements	 may	 be	 made	 quarterly	 and	
annual	 service	 contracts	 are	 with	 companies	 accounting	 expertise	 either	 physical	 persons	 authorized	
according	to	law.	

Public	institutions	accounting	officers	by	providing	information	on:	the	budgets	of	income	and	
expenditure	budget	execution	result,	assets	under	management,	the	result	patrimonial	(economic)	cost	of	
the	 programs	 approved	 in	 the	 budget,	 general	 account	 information	 necessary	 for	 the	 preparation	 of	
annual	 progress	 state	 budget,	 the	 annual	 execution	 account	 of	 the	 state	 social	 insurance	 budget	 and	
special	funds.	

For	 a	 correct	 organization	 of	 accounting	 in	 public	 institutions	 and	 to	 correctly	 assess	 the	
positions	 in	 the	 financial	 statements	 it	 is	 recommended	 to	 take	 into	 account	 the	 following	 accounting	
principles	

Accounting principles	
	

	
Source	own	presentation	
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These	measures	are	designed	to	complete	tax	revenue	of	the	state	budget	to	support	economic	
growth,	 although	 the	 effect	 of	some	of	 these	(eg	special	construction	 taxation)	could	be	higher	 inflation	
and	reduced	economic	performance	of	companies	(even	state).	

	
Demonstration of the differences which arise during the processing of the information	

 
Source	own	presentation	

 
In	 the	 following	 we	 are	 presenting	 comparative	 analysis	 of	 the	 outturn	 account	 IAS	 1-IPSAS	

form	Operational	activity	point	of	view.	
 

Comparative analysis of the outturn account IAS 1-IPSAS 1 
IAS 1 IPSAS 1 

Operational	activity Operational	activity 
        Operating	income; 
        Change	in	stocks; 
        Production	is	carried	out	for	its	own	

purposes	and	capitalized; 
        Raw	materials	and	consumables 
        Personal	expenses; 
        Depreciation	expenses; 
        Other	operating	charges	 

         Wages	and	benefits	for	employees; 
         Subsidies	and	other	transfers	

payments; 
         Supplies	and	consumables; 
         Depreciation/amortization; 
         Other	operational	expenses; 

	 

Profit from operations Surplus/deficit as a result of operational 
activity 

     Financial	costs; 
     Income	from	associated	companies 

        Financial	costs; 
        In	the	wake	of	gains	on	the	sale	of	

property,	plant	and	equipment 
Profit before tax Surplus/shortage of financial activity 

        Income	tax	expense 
         Share	of	minority	shares	in	the	

surplus/deficit 
	 

Profit after tax Surplus/deficit, net of extraordinary items 
previously         Minority	interests 

Net Profit/net loss from ordinary activities         Extraordinary	items 
        Extraordinary	items Net surplus/deficit for the period under 

review The net result of the period 
Source	own	presentation	

	
Comparative	analysis	of	the	income	statement	highlights	following	the	same	principles	to	reflect	

revenue	and	expenditure	(public	and	private	sector),	the	peculiarity	being	that	the	specific	activities	of	the	
public	sector	will	lead	to	the	registration	of	charges	determined	by	the	public	services	financed.	

Result	for	the	year	is	different	as	the	name	in	the	public	sector	result	is	known	as	the	surplus	or	
deficit,	same	result	for	the	private	sector	takes	the	form	of	profit	or	loss.	
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4. Conclusion 
Organizing	 public	 institutions	accounting	 involves	 the	 use	of	specific	 documents	 reflecting	the	

use	 of	 public	 money,	 that	 to	 ensure	 transparency	 and	 circulation	 of	 public	 funds.	 It	 is	 currently	
campaigning	for	the	implementation	of	IPSAS	in	the	public	sector,	which	would	increase	transparency	and	
enhance	enforcement	of	accounting	principles	in	the	public	institutions.	
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