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Abstract: During the interwar period, especially after the greeconomic crisis of 1929-1933, the capitalist
economic conception replaced the noninterventiosiate with the interventionist one. This situatisn
similar with our present financial and economic ciiotis, when the financial crisis gradually tranefts
into an economic crisis.

In these conditions, the public finances becomatanvention instrument the state can use fordtsia and
economic agenda. According to the classical conoagiublic finances, the income of the state bulgstto
ensure both the financing of the state institutjottee stimulation of economic development and the
adjustment of the social conditions. Using dutied éaxes, some branches or trade companies camieeco
more attractive or can be saved from bankruptchiezidue to lower taxation bases or duties, or exergpt
certain income or profit from taxation.
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natural gas price, energy tax harmonization

Introduction

The duties and taxes are the means used by tleeistatder to ensure a balanced financing of the
economy. As a matter of fact, the duties and taxeessential instruments of the economic andlsocia
policies of the state used to stimulate the econatnyational level, instruments that emphasize the
interventionist character of the state.

As specified in the preface of the European CharSimall Enterprisésthe small companies are the
foundation of the European economy. They repreaanéssential source of jobs and new business
ideas. The efforts of the European Union to formea economy will have success only if the small
enterprises will be the priority of its work agenda

These enterprises are the most sensitive companigsanges in the business environment. They are
the first to be affected by the burden of bureaicexcesses. Also, they are the first to floufigim
the initiatives to eliminate bureaucracy and rewarccess.

The existing 23 million small and medium sized gmtises (SMESs) in the European Union ensure 75
million places of work and represent 99% of all tieenpanies.

However, they often have to face the imperfectiohthe market. The SMEs have often difficulties
when it comes to obtaining capital or credits, egdly in the start-up phase. Their limited resias
can also reduce the access to new technologiemavation.

This is why supporting the SMEs is one of the [ities of the European Commission in order to
achieve economic growth, to create new jobs amhasbcial and economic cohesion.

! Adopted at the 13th of June 2000, the European GhaBmall enterprises was accepted by Governmedin@nce no.
656/2002, published in the Official Gazette no. é86he July 10 2002
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The special attention of the Romanian Governmentte development of the small and medium
sized enterprises led to introducing the incomefdaxnicroenterprises as an alternative to thenmeo
tax.

2. Legal Regulations on Microenterprises

The income tax for microenterprises was introduigdhe first time in Romania in 2001 once the
Government adopted the Ordinance no. 24/2001

Presently the income tax of the microenterprisestiulated in the Title IV (art. 102-112) from the
Fiscal Code and Methodological Standards applyangitie IV from the Fiscal CodgPoint 1-17).

From an economic point of view, the microenterprisas definedby the art. 4, paragraph (1), letter
a) from Law no. 346/2004s a small or medium sized enterprise with “noaritban 9 employees and
a net annual turnover or owning a total amountssiets of up to 2 million euro, or its equivalent in
lei”.

From a fiscal point of view, the microenterprise isdefined by art. 103 from the Fiscal Code as a
Romanian legal entity that fulfills all of the folving requirements at the 3bf December of the
previous fiscal year:

a) It has other source of income than the one obtafn@th consulting and management that
constitutes more than 50% of the total income;

b) It has 1 up to 9 employees;
c) It achieved an income that did not exceed the edgemi in lei of 100.000 euro;

d) The registered capital of the legal entity is owrmd persons, others than the state, local
authorities and public institutions.

It is important to point out that, from an econorpmint of view, the notion of “microenterprise” is
much larger than from a fiscal point of view.

The judicial doctrine operates with the idea thatr¢ is a lack of legal correspondence concerihiag t
definition of the notion “microenterprise”.

My opinion is that this problem is false becausefibcal legislator didn’t want this tax to appbyaill
the legal entities that fulfill the condition ofihg microenterprises, as per the general law.

+ Applying legislation

» Government Ordinance no. 24 from 2001, on microerige taxation, published in the
Official Gazette no. 427 from the " 8f August 2001, repealed by the law no. 571/2003;

» Law no. 111 from 2003, to approve the G.O. 24/206@1microenterprise taxation, Official
Gazette no. 243 from th& @f April 2003;

%2 The Government Ordinance no. 24/2001 (O.G. no. f#a® the 17 of august 2001) on microenterprise taxation was
repelled by the Law. No. 571/2003 on the Fiscal Q@I€. no. 927 from the #3of December 2003).

% The applying methodological standards for the f@v 571/2003 on the Fiscal Code were approved byefovent
Decision no. 44/2004 (O.G. no. 112 from tifedd February 2004).

4 Law no. 346/2004 on stimulating the setting up dadelopment of the small and medium sized entepr{O.G. no. 681
from July 29 2004).
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» Law no. 232 from 2003 approving the Government gadce no. 36 from 2003 on correlating
stipulations from the financial and fiscal legtgla published in the Official Gazette no. 373
from the 31 of May 2003;

» Ordinance no. 945 from 2003 on approving the Ias$itbas concerning the methodology of
calculating the income tax for the enterprises,liphbd in Romania’s Official Gazette of no.
548 from the 38 of July 2003;

» Law no. 571/2003 on the Fiscal Code;

> The G.O. no. 138 from the 2®f December 2004 on modifying and completing tlagvino.
571/2003 on the Fiscal Code;

» Law no. 346/2004 on stimulating the setting up drtlelopment of the small and medium
sized enterprises with subsequent modificationscantpletions;

> Law no. 343 from the 17of July 2006 on modifying and completing the Lao: 571/2003
on the Fiscal Code;

» Emergency Government Ordinance 34/2009 on recgfttre budget for 2009 and controlling
some financial and fiscal measures.

+ The Legal framework on the income tax for microenteprises set up by Government
Ordinance no. 24/2001

The Romanian Government adopts the G.O. no. 24/@80ticroenterprise taxation according to the
stipulations of the art. 107 from the Romanian Gitutgon and the stipulations of the art. 1 point |
Law no. 324/2001 on the capacity of the Governn@igsue ordinances.

According to G.O. no. 24/2001 the legal entitiesd]ed microenterprises, have to pay an income tax
for any income, if they fulfill all the followinganditions at the $1of December of the previous year:

a) If they produce goods, provide services and/or tie@ading activities;
b) If they have up to 9 employees;
c) If they achieved an income that did not exceecetiigvalent in lei of 100.000 euro;

d) If they have a privately owned capital;

The legal entities set up during the fiscal yearehé from the stipulations of the present ordirauifc
they comply with all of the above mentioned requieats.

The G.0O. 24/2001 does not apply to the followirgfitations:
= banks,
= jnsurance and reinsurance companies,
= investment companies, investment management coegpand deposit companies,
= securities mediating companies,
= companies with exclusively external trading ackdgt

The evidence of complying with the required numbéremployees is issued by the local and
Bucharest departments of labor and social solidarit
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In order to comply with the requirement of the imeplevel, the financial accounting data from the
verification balance for the month of December o previous year is taken into account or the
financial data from the profit and loss accountrfocroenterprises.

In case if, during the fiscal year, one of the ieguents is no longer met by the enterprise, the
taxpayer has the obligation to follow for that y#ae taxation regime established by the Government
Ordinance no. 24/2001, without the possibility éurn to this type of taxation in the following yea
even if he subsequently complies with all the aboeationed conditions.

The legal entities subjected to this tax regimatdisthed by the G.O. no. 24/2001, no longer cateula
and don’t pay the income tax according to the #ijjons of the G.O. no. 70/1999 tax on profit,
republished with subsequent modifications and cetigsis. The microenterprises will organize and
conduct the financial bookkeeping according to Methodology approved by the Order of the
Ministry of the Public Finances.

The microenterprises that deliver goods or servidiesctly to the population and don’t provide
invoices for them have to use fiscal electronidgtegs, according to the law.

The period of time subjected to taxation for aét thicroenterprises is the fiscal year that corredpo
to the calendar year.

In the case when a taxpayer is set up or reorgatimeugh separation or fusion during the fiscalrye
the period subjected to taxation is the periodheffiscal year the company existed.

The tax is calculated by applying the 1.5 ratelentobtal income obtained from any source during tha
trimester, therefore on the income registered énpitofit and loss account for the microenterprise.

When the microenterprise purchases cash registersax rate is applied on the total income minsis i
value, according to the justifying act for the motite purchase was registered.

The microenterprises that carry out productionvéas resulting in material goods or provide
services and invest their profit into tangible anthngible assets subjected to amortization, ddfine
according to Law no. 15/1994 on the amortizatiorthaf fixed capital into tangible and intangible
assets, republished with subsequent modificatidesigned for the activities for which the taxpaiger
authorized, the investments of these microenteprsre deducted from the tax to be paid. The
discounted amount cannot exceed the tax that Haes paid for the whole fiscal year.

For the investments that are not finalized in theent fiscal year, the deduction is made in propor
with the value of the works that were accomplishmged on a partial work situation.

The payment of the tax is made in lei, each trieresntil the 28 including 25, of the first month
from the following trimester.

If the tax is not paid in the due time accordindhe stipulations of the ordinance, delay penakies
applied according to the G.O. no. 11/1996 on layybudget outstanding debts, approved and
modified by the Law no. 108/1996 with subsequendlifications and completions.

The process of finding, control, following and léwy the taxes, as well as any corresponding delay
penalties, stipulated in the above mentioned réigulaare carried out by the fiscal institutions
subordinated to the general county departmentsiafgfinances and the city of Bucharest.

The fiscal control is carried out according to pecedure stipulated by G.O. no. 70.1997 on thelffis
control, approved and modified by the Law no. 68A,9with subsequent modifications and
completions, not sooner than 2 years from the dftke previous fiscal control or from the date the
ordinance came under effect, except the casesad fevasion.

The tax obligations stipulated in the regulatiom eonsidered income of the state budget.

The litigations formulated for the control or tlex fpapers of the fiscal bodies will be solved adiay
to the regulations of the E.G.O. no. 13/2001.



FuroEconomica

Issue 1(24)/2010 ISSN: 1582-8859

The Romanian Parliament adopted the Law no. 110402003 that approved the Government
Ordinance no. 24/2001 on microenterprise taxatigoliphed in the Official Gazette of Romania, Part
I, no. 243/09.04/2003, adopted based on the apihi 1.1 from the Law no. 324/2001 on the alkilit
of the Government to issue ordinances, publishelarin the Official Gazette of Romania, Part I, no
472/17.08.2001, with subsequent modifications amdptetions:

/7
0.0

The legal entities, called microenterprises in thiaich follows, can choose to pay a tax on the
obtained income if on the 3bf December of the previous year they meet atheffollowing
conditions:

« If they produce goods, provide services and/or hading activities;

« If they have between 1 and 9 employees;

« If they achieved an income that did not exceedetigvalent in lei of 100.000 euro;
« |f they have a privately owned capital;

The legal entities set up during the fiscal year lbanefit from these advantages if they fulfill
the requirements mentioned above;

The stipulations of the government ordinance dag¢spply to the legal entities that carry out
banking activities, insurance and reinsurance itiethy those that trade on the capital market
and have external trading activities;

In order to meet the requirements on the incomelJ¢ke financial accounting data from the
verification balance for the month of Decemberh# previous year is taken into account or
the financial data from the profit and loss accdoninicroenterprises;

In case if, during the fiscal year, one of the isgaents is no longer met by the enterprise, the
taxpayer has the obligation to follow for that yehe taxation regime established by the
Government Ordinance no. 24/2001, without the pd#gito return to this type of taxation in
the following year, even if he subsequently congpligth all the above mentioned conditions.

When the microenterprise purchases cash regidtegsfax quote is applied on the total
income minus its value, according to the justifyiagt for the month the purchase was
registered;

If the tax is not paid in the due time accordindte stipulations of the ordinance, delay rates
and penalties are applied according to legislatioder effect on levying budget outstanding
debts;

The process of finding, control, following and lewy the taxes, as well as any corresponding
delay increases, stipulated in the above mentiorgdlation are carried out by the fiscal

institutions subordinated to the general countnyagignents of public finances and the city of
Bucharest

The fiscal control is carried out according to fitecedure stipulated by G.O. no. 70.1997 on
the fiscal control, approved and modified by thewLao. 64/1994, with subsequent

modifications and completions, not sooner than & ydrom the date of the previous fiscal

control or from the date the ordinance came unflecte except the cases of fiscal evasion.

+ Law no. 571/2003 on the Fiscal Code published inghO.G. no. 927 on the 2% of December

2003
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As per Law no. 571/2003, a microenterprise is a &tdan legal entity that meets all of the following
conditions on the 31of December of the previous fiscal year:

a) If the registered object of activity of the entig/to produce material goods, prove services
and/or carry out trading activities;

b) If the legal entity has between 1 and 9 employees;
c) If the company achieved an income that did not eddbe equivalent in lei of 100.000 euro;

d) The registered capital of the legal entity is owrmdpersons, others than the state, local
authorities and public institutions.

The income tax rate for microenterprises is 1.5%.

The tax calculation and payment for microentergrismade on a trimester basis, until thé,25
including 25, of the following month for that pauiar trimester. The microenterprises must submit
their income tax declaration before the paymeng.dat

+ The G.O. no. 138 from December 292004 modifying and completing the Law no. 571/2003
on the Fiscal Code

The Government Ordinance no. 138/2004 stipulake$aftowing:

» The microenterprises that pay the income tax caseho pay the tax on profit starting with
the following fiscal year. The option has to beregsed before January 31 of the following fiscal
year to the one the company has to pay the incariot.

» The income tax rate for the microenterprises is 3%.
The stipulations of the emergency ordinance conteuaffect on the®*lof January 2005.

+ Law no. 343 from July 17 2006 modifying and complatg the Law no. 571/2003 on the Fiscal
Code, published in the Official Gazette of Romaniano. 662 from the ' of August 2006

Originally, the letter a), art. 103 from the Law. 531/2003 had the following content:

The microenterprise is a Romanian legal entity theets all of the following conditions at the™3f
December of the previous fiscal year:

a) Its registered object of activity is to produmaterial goods, provide services and/or carry out
trading activities;
According to Law no. 343 from the "1 Bf July 2006, article 103, the letter a) will habe following
content:

a) It has other income than the one obtained fromsulting and management that constitutes
more than 50% of the total income;

The purpose of modifying this condition is due taegistered tendency in practice for the legal
entities that obtain income from consulting andf@nagement to opt for the enterprise income tax,
thus maximizing their net profit and avoiding payimny other types of taxés.

® “Curierul fiscal” no. 5/2009, pg. 11
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The condition stipulated at letter a) of the aetidl03 from the Law 571/2003 of the Fiscal Code
coming under effect on thé'bf January 2007 has to be verified for the figeair 2008 based on the

income accomplished by the taxpayers in the figeal 2007, except the situation specified in art. n

1071 of the Fiscal Code. The condition for the deoiing years will be verified based on the
accomplished income in the previous fiscal yeaas€ifying the income obtained from consultancy
and management is done after analyzing the costtiaat were concluded.

The article 107 on the tax rate was modified asgmeed below:

v" The income tax rate for enterprises is: 2% in 2@5%% in 2008; 3% in 2009.
A new article 1071 was introduced after article ¥ith the following content:

v Art. 1071: Taxing the enterprises with higher ineotinan 100.000 euro

The new approved modifications stipulate that, ufidg a fiscal year a microenterprise reaches an
income bigger than 100.000 euro, this microentsepwiill pay a tax on profit based on the income
and the expenses accomplished from the beginnitigeofiscal year. The profit tax is calculated and
the paid for starting with the trimester when timeitl stipulated in this article was exceeded, witho
any delay rates. When calculating the due profiesathe payments that represent the income tax for
microenterprises for that fiscal year are deducted.

According to the Methodological Standards requiredfor applying the Law no. 571/2003
approved by the Government Ordinance no. 44/2004 i subsequent modifications and
completions, the following are stipulated:

s The taxpayer will inform the fiscal body about thsodification of the type of tax by
submitting a stating declaration, as per the Gawent Ordinance no. 92/2003 on the Fiscal
Code procedure, republished with subsequent matiidics and completions.

« In order to meet the conditions concerning the imedevel attained during the fiscal year, and
to establish the weight of the income achieved foomsulting and management from the total
income, the same income will be taken into accdat forms the tax base stipulated in art.
108 from the Law no. 571/2003 on the Fiscal Codih wubsequent modifications and
completions.

% The LEU/EUR rate exchange used in order to detexrthe equivalent in euro of the income
attained by the microenterprise is the one comnat@icby the National Bank of Romania for
the last day of each month of the period relatetiab particular income.

s The profit tax the taxpayer has to pay startindhwiite trimester when the value stipulated in
art. 1071 was overreached, according to Law no./ZWDB on the Fiscal Code with
subsequent modifications and completions, represiet difference between the profit tax
calculated from the beginning of the fiscal yeatiluhe end of the reporting period and the
enterprise income tax due for that year.

3. The Procedure of Calculating the Tax Base and theatome Tax

The instructions on calculating the enterprise inedax was issued on 25.07.2003, the persons who
meet the criteria stipulated by the Government @adce no. 24/2001 on microenterprise taxation,
approved and modified by the Law no. 111/2003, fiedliand completed by the Law no. 232/2003
issued in order to approve the Government ordinarce26/2003 on correlating some stipulations

11
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from the financial and fiscal legislation, called that which follows microenterprises, contains the
following instructions:

3.1 The Organization of Bookkeeping and the Calculatiorof the Tax Base

The microenterprises that pay the income tax omgaand manage their bookkeeping according to
Simplified accounting regulations, synchronizedhwihe European directives, approved through
Order no. 306/2002 issued by the Ministry of PubBlitances.

The tax base subjected to the 1.5% rate is théitateme of the trimesters that is registered ia th
credit of the 7 class “Income accounts”, except the ones registiere

«» Account 711 “Stock variation”;
¢+ Account 721 ,Income from the production of intarigiassets”
« Account 722, Income from the production of tangiblssets”

s Account 758 , Other exploitation income” represegtianalytically the income share of
government subventions and other similar resoursed to finance investments;

% Account 781 “Income from commissions from the expig activity” and 786 “Income from
commissions”

¢ The income resulted after settling the debts aagtnalties to be paid at the state budget that
weren’t deductible expenses when calculating thoditpsubjected to taxation, according to the
legal regulations.

The positive differences of the exchange ratesltebafter evaluating the outstanding debts and the
debts into foreign currency existing at the™3if December, registered by the bookkeeping into
account 117 "Reported result” after applying tegulations stipulated in the Order issued by the
Minister of Public Finances no. 306/2002 on apprgvihe Simplified accounting regulations
synchronized with the European directives, is abergd to be an income subjected to taxation as
these outstanding debts are settled and the debpai.

The number of workers represents the number ofopsremployed with an Individual Labor
Contract, as per the stipulations of the Labor Comematter the duration of work registered in the
monthly payrolls or in the employment register.

When analyzing the conditions of compliance with thumber of employees, the following cases are
not taken into account: cases of canceling therledquports as a consequence of retiring or suspgndi
the individual labor contract, after performing awtions that can also be sanctioned in this manner

The legal entities with one employee that suspéediidividual labor contract unilaterally during a
month are considered to comply with the conditipusated in art. 1, paragraph (1) letter b, frdra t
G.O. no. 24/2001, modified by Law no. 111/2003 &aw 232/2003, if during the following month
another worker is hired.

In order to meet the conditions on the level ofome accomplished in the previous year, the same
income that constitutes the tax base will be takea account, while the exchange rate used to
calculate its equivalent in euro is the one regestavhen the financial exercise was concluded.

According to art. no. 1 paragraph (5) from the Gi@. 24/2001 modified by the Law no. 111/2003
and the Law no. 232/2003 if one of the conditiaaad longer met during the fiscal year, the taxpaye

12
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must no longer apply the income tax, even if hessgbently meets all the criteria stipulated aetebt
and c of the article 1, paragraph (1) from thatutatgpn.

In the case if the microenterprise purchases cegisters, the tax rate is applied on the totalnmeo
minus its value, according to the justifying act flle month the registers started to be operated. T
process of setting up to work is done accordinpédegal stipulations.

3.2 Regulations on Opting and Registering as a Microeetprise

Art. 1 paragraph (1) from the G.O. no. 24/2001, red by Law no. 111/2003 and Law 232/2003
stipulates that the option is stated when payirg tdx for the income obtained from any source,
exiting this taxation system is done starting wilie year following the one when the company no
longer meets the conditions stipulated in thischati

The following legal entities can opt to pay an imeotax on the income obtained from any source:

a) The companies founded after the®3#f May, including 31, if they meet all the condiis
specified at let. a) and d) art. 1, paragraph (@nfthe G.O. no.24/2001 modified by Law no.
111/2003 and Law 232/2003 the day it was registaxethe Trade Register; the condition
stipulated at let. b) art. 1 paragraph (1) is rhéte hiring is done no later than 60 days from the
date the registration certificate was issued, d@viinis date is in the next fiscal year.

The option is recorded in the registry requeshefTrade Register and applies for that fiscal year
and the following years, as long as the enterprisets the conditions stated in art. 1 paragraph
(1) from the G.O. no. 24/2001, modified by Law &t%1/2003 and law no. 232/2003.

b) The legal entities paying the profit tax can opttfte income tax only at the beginning of the

fiscal year if at the end of the previous year theet the stipulations of the art. 1 paragraph (1)
from the G.O. no. 24/2001, modified by Law no. PID3 and law no. 232/2003 and if they

never paid the income tax before.

This decision is communicated to the local fiscedams at the beginning of the fiscal year by
submitting the Stating Declaration in the case egfal entities, family associations without legal
personality, until the 31of January, including 31.

The legal entities founded before May 31 2003 g#at an income tax and don’t have any employee
can apply the same tax regime the following fisgedrs if they hire between 1 and 9 employees,
including 9, before the 31of December, including 31, and comply with all Stépulations of art. 1
paragraph (1) from the G.O. no. 24/2001, modifigd.aw no. 111/2003 and law no. 232/2003.

The legal entitiesthatcannot selecthis tax regimere the following:

+ The legal entities that are organized and functiocording to special working and organization
laws from the banking area (banks, mortgage coregaamd building societies etc.)

+ The legal entities that are organized and funciocording to special working and organization

laws from the insurance area (insurance and reinser companies), the capital market (the stock
market and the commodity exchange, investment comaparegistry companies, deposit companies)
except the legal entities that carry out mediatiogvities in these areas (brokers and insurance
agents).

+ The legal entities carrying out their activity etarea of gambling, sport betting and casinos.

The legal entities that are non-profit and nontpl organizations don’t follow the stipulationktbe
Government Ordinance no. 24/2001, modified by Law111/2003 and law no. 232/2003.

13
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4. Stimulating Measures for Microenterprise Set Up and Special Financial
Conditions

The Law no. 346/2004on stimulating the setting up and development of thersall and medium
sized enterpriseswith subsequent modifications and completions idetuthe following papers: the
rectification published in the O.G no. 791 on 272084, the G.O. no. 94/2004; the G.O. no. 27/2006;
the Law no. 175/2006; the E.G.O. no. 139/2007 ghkll in the O.G. no. 844 on 10/12/2007 and
stipulates the regulations that create a positivadmework for the setting up and development of
the small and medium sized enterprises.

According to the ? art., a enterprise is any organization form of emwnomic activity that is
authorized as per the laws under effect to conchate and carry out a trade activity, in order to
obtain a profit in a competing environment: tradenpanies, cooperative societies, physical persons
carrying out independent economic activities anahilia associations authorized according to the
legislation under effeé.

The small and medium sized enterprises can beiftdaiss the following categories according to the
average number of employees and the net annuaMeiror the total owned assets:

a) Microenterprises —have up to 9 employees and a net annual turnoveworassets with a
value of no more than 2 million euro, or its eqleévea in lei;

b) Small companies- have between 10 and 49 employees and achieveammeal turnover or
own assets with a total value of up to 10 milliemag or its equivalent in lei;

c) Medium sized enterprises— have between 50 and 249 employees and reach anneal
turnover of up 50 million euro, or its equivalentlei, or own assets whose total value does not
exceed the equivalent in lei of 43 million euro;

In order to certify that it belongs to the groupsafall and medium sized enterprises a companyohas t
present the following documents:

a) A certificate on the average annual number of teggsl employees issued according to the
law by the local Labor Department based on theameenumber recorded for the previous year;

b) A certificate on the annual turnover issued byFRieancial Administration of the area where
the company carries out its activity, based orbtdance sheet of the last completed fiscal year.

In the case of small and medium sized enterprisegsduring the fiscal year in progress, the gerio
taken into account will be the one between the tteecompany was set up and the issue date of the
certificate, based on a statutory declaration nigdeompany’s legal representative.

The currency exchange rate used to calculate theahmurnover is the euro exchange rate registered
on the 3% of December of the previous year, as communidayetie National Bank of Romania.

The legislation mentioned above lays a special esighon supporting th@mall and medium sized
enterprisesby creating special conditiongor them as mentioned below:

A. Access to public services and to assets owned togde companies, national companies whose
majority share package is owned by the state and ¢hassets of autonomous administration

The government, the specialized bodies of the akmtublic administration, the national local
legislative authorities are obliged to pass comcratasures in order to facilitate the access of the

® This article was published in art |, point 1 fronetG.0O. 27/2006 and completed by the approving hawi 75/2006.

14
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small and medium sized enterprises to public nétsvand utility services required in order to carry
out their activity without affecting the competition the free market.

This special condition created for the small andlioma sized enterprises by the government, the
central and local authorities is carried out thifmug

s Measures that simplify the procedure of accessibdipnetworks and utility services:

o The unification of the stages of issuing noticesherpreliminary agreements required
for the small and medium sized enterprises to laaeess to public networks and utilities;

o0 The simplification and unification of the documentxjuested to the small and
medium sized enterprises in order to obtain théceatr the final approval in order to
connect and access the public utility networks;

0 The settlement of the maximum tax level entailedtly process of approval and
connection, and the fees imposed to small and mediized enterprises in order to
elaborate the documents and execute the worksugfjplg and connecting to the public
utility networks

/

s Access to the available assets of the trade anidnahtcompanies whose majority share
package is owned by the state and those of autamaaministration

B. Priority access to public acquisitions of mateal goods, works and services

The government, the ministries and all the otheciized bodies of central public administratias,
well as the local authorities have to stimulate ghewth of weight of the small and medium sized
enterprises in the value of the public acquisitiohsaterial goods, works and services, so that this
weight reaches a level that can be compared tedh&ibutions of these companies in achieving the
gross domestic product.

Therefore, the SMEs can benefit from:

= 50% tax relief for criteria related to turnover riiEpation and performance bonds required
for public acquisitions of products, works and s=g;

= Technical assistance that facilitates the accespdoialized formation services in the field of
public acquisitions;

= Electronic services of information related to tifeiorequests presented electronically by the
bidders.

C. Supporting the activity of research and technolgical innovation of the small and medium
sized enterprises

The activity of research and technological innawatcarried out by the small and medium sized
enterprises is supported by the Government that:

= Adopts measures in order to create conditions &er to organizing and carrying out
activities of research, development and innovation;

= Elaborates policies and issues regulations in orolerreate a positive environment for the
distributing, transferring, absorbing and valuatitltge result of the activity of research,
development and innovation carried out by the saradl medium sized enterprises;
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= Improves the access of the small and medium sintstpises to scientific information and
specialized technologies, according to the ledmtatand promotes the setting up of business
centers, scientific and technological parks anérosimilar structures;

= Ensures the technological transfer at no chargearsvthe small and medium sized
enterprises, according to the laws under effectadted the proposal of the National Agency for
the Small and Medium Sized Enterprises.

D. Information, assistance, consulting, research ahtechnological innovation services provided
for the small and medium sized enterprises

In order to carry out and develop their activitye tsmall and medium sized enterprises benefit from
information, assistance, consulting, research actnplogical innovation services in the financial-
banking, management and marketing areas.

The government, the authorities of local public adstration, the chambers of commerce and
industry, the employers’ organizations of the sraall medium sized enterprises, support the creation
and development of centers and organizations tffat information, consulting, assistance and
training for the small and medium sized enterpribgs

a) Supporting the activities of information, conig, assistance and training provided to the
small and medium sized enterprises;

b) Identifying the financing sources for some peogs and actions whose purpose is to facilitate
the access of the small and medium sized entespriserformation, consulting, assistance and
training services provided by these centers andnizgtions, and to extend the area of services
offered to the small and medium sized enterpriggbdse organizations.

E. Professional formation

Through the funds allotted by the state or localdai, through programs supported by national and
international institutions or other resources, ¢favernment and the local public authorities ensure
complete or partial financing of some professidoahation programs for the small and medium sized
enterprises.

The programs of professional formation will be gadrout through the following organizations:
v" The National Unemployment Agency
v State and private educational establishments, ditedeaccording to the law

v' The suppliers of professional formation authorizedording to the legislation to organize
professional formation courses.

5. Legal Modifications of the Profit Tax and Income Ta for Microenterprises
starting with 2009

51 New Fiscal Measures Introduced by the Emergency Gemment Ordinance no. 34/2009

Taking into account the present international cdntine main characteristics of the budget polity i
the next period that are subordinated to sustaimiognomic growth, reducing the inflation and
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achieving the level of budget deficit correlatedhwihe macro-economical objectives, taking into
account the recommendations made by the Europeammi@sion and other international financial
institutions to reduce budget expenses, that dirtonish current administration expenses and allot
resources to projects with multiplying economiceet$ that represents the main method of limitireg th
rhythm of economic decline and partially compemgathe decrease of activity in the private sector,
several measures have to be applied in order tatamibudget balance and reduce the volume of
budget expenses at a level that allows the Roma@awernment to respect its internal and
international commitments, including the budgeiaief

Taking into account that these elements entail gémmublic interest and represent emergency and
extraordinary circumstances whose resolution cabegiostponed according to art. 115 paragraph (4)
from the Romanian Constitution, republished, thanBoian Government adopts the Emergency
Ordinance no. 34/2009 on budget rectification far year 2009 and the introduction of some fiscal
and financial measures that brings in chapter Voitgmt modifications concerning the profit tax, the
income tax and the enterprise income tax, the vatided tax and the Fiscal Procedure Code. The
“flat tax” is introduced that is calculated basettable no. 1:

Table no. 1. The minimum tax to be paid divided oncome tranches

Turnover (CA) Annual minimum tax
0 -52.000 lei 2.200 lei

52.001 - 215.000 lei 4.300 lei

215.001 - 430.000 lei 6.500 lei

430.001 — 4.3 million lei 8.600 lei

4.3 million lei - 21.5 million lei 11.000 lei

21.5 million lei - 129 million lei 22.000 lei

> 129 million lei 43.000 lei

5.2 The Minimum Profit Tax to be Paid

Starting with the 2" trimester of 2009 all trading companies that paythe profit tax (except non-
profit organizations, owner associations, educati@stablishments, and religious institutions)st
pay a minimum tax calculated based on the total income obtained enpttevious year (that is in
2008).

The amount of this minimum tax is calculated atofing: the profit tax to be paid at the end of the
2" semester is compared with the annual minimumaaxtie trimester, the higher value is paid. The
annual minimum tax for the trimester is determifbgddividing the minimum tax to 12 months and
multiplying the result with the number of months fiee corresponding period of time.

The same rule applies for thd &nd 4" trimesters as well.

" The Emergency Ordinance no. 34/2009 publishebér(.G. no. 249 on 14.04.2009.
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Case Study:

One may assume that a trading company had a regisiacome of 400.000 lei in 2008. According to
the Emergency Ordinance no. 34/2009, the minimuatdebe paid for this income is 6.500 lei per
year.

> During the f'trimester of 2009 the company had losses andaidwe a profit tax.
> The profit tax for the "? trimester of 2009 is 500 lei.
The minimum tax for the same period is:
6.500 lei / 12 months x 2 months (period May the dune the 30) = 1.083 lei.
In this case, the tax to be paid is 1.083 lei.
> During the 3 trimester, the same company has a resulting prafiof 2.500 lei.
The minimum tax for the same period of time is:
6.500 lei / 12 months x 3 months (period July the September the 8p= 1.625 lei.

Because this amount is smaller than the calculated tax, the company has to pay for the 3" trimester
a profit tax of 2.500 lei. It isimportant to mention that the same calculation principle will be applied
for the 4™ trimester.

According to this new variant, no legal entity gaake an exception when it comes to paying a tax,
regardless of its economic status — whether itstegs losses, obtains a minimum profit or doesn’t
have any income at all.

Regardless of its area or object of activity, nateraif the company provides services, carries out
works, executes constructions, provides consulsexyices or sells goods — all the companies are
included in the new tax system!

5.2.1 The Profit Tax to be paid by new Companies foundeduring the Year

The newly founded taxpayerswill pay a tax equal to the minimum tax correspagadto the first
tranche of total income (0-52.000 lei), that isO®dei per year, calculated in proportion with the
period remaining till the end of the year.

Case Study:
One may assume that a trading company is set tipeimmonth of May 2009. It registered losses for
the second trimester and, normally, it shouldny peprofit tax.

» Still, the minimum tax imposed for this period is:
2.200 lei / 12 months * 2 months (period May tfle dune the 30) = 366 lei.
In this case, the tax to be paid will be 366 lei.

5.2.2 Limiting and Eliminating the Deductibility of some Expenses

Starting with the % of May 2009, the category dfmited deductable expensesincludes the
functioning, maintenance and repairexpenses, excluding the ones for fuel (please skavh the
expenses related tars used by persons occupying leading and managenositioms of the legal
entity, are limited to deducting no more than oaefor each such person.

Starting with the same date, thendeductible expensesvhen calculating the profit tax include any
fuel expensedor road motor vehicles that are destined exchlgivor person transportation with a
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maximum weight of no more than 3.500 kilograms #rat don’t have more than 9 passenger seats,
including the seat of the driver, owned or usedhgytaxpayer.

The fuel expenses can be deductenhly for the following:

1. Vehicles used exclusively for: intervention, repasecurity and protection, courier, worker
transportation to and from the place of activitghicles specially adapted to be used as
broadcast vans, vehicles used by the sales agahth@agents of human resources;

2. The vehicles that are used for paid person tratespam, including taxies;
3. Vehicles used for renting by other persons, inclgdraining activities in driving schools.

5.3 The Income Tax for Enterprises

The tax rate of 3% applied on the income is preserved for 2009. Ire ¢athe tax to be paid by the
enterprises is lower than the minimum annual tagutated based on the total income that was
obtained in the previous year (that is in 20083,nttnimum annual tax will be paid according to the
TABLE above.

The method that is applied in order to calculage dbe tax is the following: for thé“rimester of
2009, the tax to be paid at the end of the trimasteompared with the annual minimum tax per
trimester; the one with the highest value is pailte same rule applies for th€ 8nd the % trimesters.

Case Study:

A trading company registered an income of 100.0800in 2008. According to the Emergency
Ordinance no. 34/2009, the minimum tax to be paidrfis income is 4.300 lei per year.

> During the f'trimester, the company registered an income dd@Dlei for which it paid an
enterprise income tax of 3%, the amount of 900 lei.

» During the 29 trimester of 2009, the income subjected to taxai® 20.000 lei, the
enterprise income tax to be paid being 600 lei@0.lei* 3%).

The minimum tax for the same period of time is:
4.300 lei / 12 months x 2 months (period May the dune the 30) = 717 lei.

Thetax to be declared and paid till 25.07.2009 in this case will be 717 lei.

> The same company registers in tfietBmester an income subjected to taxation of 16.00
lei, the enterprise income tax to be paid being ¥5(15.000 x 3%).

The minimum tax for the same period of time is:
4.300 lei / 12 months x 3 months (period July the $eptember the 8p= 1.075 lei.

Given the fact that this amount is higher than the calculated tax, the amount 1.075 lei will be paid.

It is important to specify that the same rule agplior the # trimester
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6. Conclusions

In order to examine the effects of applying thd flx on the economic operators, it is useful to

continue the analysis and presenttidperate, the profit subjected to taxationandthe profitability

rate corresponding to the maximum income presenteldriable, using as a starting point the flat tax

determined for income tranches accordintate no. 2

Table no. 2. The status of tax rate, the profit sylected to taxation and the profitability rate
according to the minimum tax to be paid divided orincome tranches

Total annual income Annual Tax rate Profit subjected Profitability
(lei) minimum to taxation rate
tax (lei)
1 2 3=2/ 4 = 2/16% 5=4/
maximum maximum
income in the income in the
table table
0 -52.000 2.200 4.23% 13.750 26.4%
52.000-215.000 4.300 2% 26.875 12.5%
215.001-430.000 6.500 1.5% 40.625 9.4%
430.001-4.300.000 8.600 0.2% 53.750 1.25%
4.300.001-21.500.000 11.000 0.05% 68.750 0.32%
21.500.001-129.000.000 22.000 0.017% 137.500 0.11%
Over 129.000.001 43.000 0.033% 268.750

By analyzing the minimum tax established and calted for the maximum turnover, according to the
tax bands, one may notice huge discrepancies fertak that cannot be backed up by sustainable
arguments from an economic or financial point @wi One may easily note that the microenterprises,
as they are defined in the fiscal legislafiomere classified into three tax bands. By comppathe
present percentage 3% applied to the maximum temo¥ the microenterprise (100.000 euro =
430.000 lei x 3% = 12.900), in the case of thetlat— this percentage is 50% of the microentegpris
income tax rate (6.500 lei) and this can be a ffisgef available only for microenterprises.

If in the case of the first three tax bands therele@f decrease of the tax is acceptable, stantitig

the fourth tranche of calculating the flat tax thscrepancies between the accomplished income and
minimum due tax have no explanation from an econ@nd financial point of view. By analyzing the
table presented above, one may conclude easilytthatompanies that achieved an income of over
100.000 euro are favored by the flat tax as contpréhe microenterprises; therefore the fiscaéfel

is much more consistent.

By analyzing the companies with an income of ov& ghillion lei whose income profitability rate is
lower than 0.10% one may notice that the fiscaéfes in direct proportion with the attained incem

After analyzing the data presented in the table, may conclude that there is no correlation between
the income tranches on tax bands and the incomeTterefore, the maximum income from tH2 4
tranche is 10 times bigger than the one from tAer&nche, while the annual minimum tax is only
1.28 times bigger; the income from the 6 share ism@s bigger than the one from th&, Ghe
minimum tax being twice as big.

8 Art. 103 from the Fiscal Code

20



FuroEconomica
Issue 1(24)/2010 ISSN: 1582-8859

7. References

Cristescu, N., Nae, GQ2001). Contabilitatea microintreprinderilor, Eaé Ecran Magazin.

Cocay, V. G. (2002). Contabilitatea Simplificatn Microintreprinderilor, Editura Adéwl S.A., Bucuregti.

Cucosel, C.(2004). Finate Publice, Impozite, Buget, Bani, Editura Risoprinyj@apoca.

Istrate, C. (2000). Fiscalitatesi contabilitatea Tn cadrul firmei, Editura Polirotasi.

Juravle, V. Vintil 4, G. (2000). Metodai tehnici fiscale. Luciri aplicative, studii de caz, Grile, Editura Rol¢iBicureti.
Lacrita, N. G.(2004). Fiscalitatea de la A la Z, Ghid ProfeslpEaitura Tribuna Economic Bucurati.

Lacrita, N. G.(2001). Faciliiti Fiscale, Editura Eficient, Bucute

Mates, D. (2003). Normalizarea Contabiiti si Fiscalitatea Intreprinderii, Editura Mirton, Tigoiara.

Nae, C., Plesea, D.(2003). Noua Contabilitate a intreprinderilor mjcimijlocii si a microintreprinderilor, Editura Ecran
Magazin, Braov.

Péantea, I. P., Bodea, G. (2002Microintreprinderile in Economia Roméanegadseditura Intelcredo S.A., Deva.

Pantea, I. P., Bodea, G(2004). Contabilitatea RomaneasEdiiia a ll-a, Editura Intelcredo S.A., Deva.

Pop, Atanasiu (2002). Contabilitatea FinanciarRomaneasc Armonizati cu Directivele Contabile Europeng cu
Standardele Intergianale de Contabilitate, Editura Intelcredo S.AevA.

Ristea, M. (2004). Contabilitatea FinanciaEditura Universal Bucurati.

Tulai, C. (2003). Finate publicesi fiscalitate, Editura @rtii de Siinta, Cluj-Napoca.

Vicirel I. (2000). Finate publice, Editura Didactica si Pedagocica, Bucuresti.

*** . Curieul fiscal nr. 10/2007, Editura Ch. Beck, Buresti.

*** _ Curierul fiscal nr. 8/2008, Editura Ch. Beck, Buresti.

*** _ Curierul fiscal nr. 5/2009, Editura Ch. Beck, Buresti.

*** . Hotararea Guvernulului nr. 44/22.01.2004 pentru apred@tormelor Metodologice de aplicare a Legii nr1/2003
privind Codul Fiscal;

*** . |Legea nr. 111/2003 pentru aprobarea Ordaeasuvernului nr.24/2001 privind impunerea Microg@prinderilor,
publicat in M.O. nr. 243/09.04.2003;

*** . | egea nr. 571/2003 de aprobare a Codului Hisca modificirile si completirile ulterioare, publicatin M.O. nr.
927/23.12.2003;

*** - O.M.F.P. nr. 1.880/2001 pentru aprobarea Normiletodologice privind organizareg conducerea contabiifi la
microintreprinderi publicatin M.O. nr. 651/17.10.2001;

*** . Ordonanta Guvernului, nr. 24/2001 privind impunerea mictadprinderilor, publicat in Monitorul Oficial nr.
472/17.08.2001;

**k . WWW.Ceccaro.ro

**x _ www.mfinante.ro

21



