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We prepared this brochure from the
desire to assist our clients and bring an
added value to the companies and
individuals interested in doing business in
Romania.
Romania is a country with a huge
potential for investment, position
consolidated by the strategic location – at
the crossroads of three major markets:
the EU, Middle East and the Community
of the Independent States, the
membership
of
international
organizations: European Union (EU),
North Atlantic Treaty Organization
(NATO), United Nations (UN).
Romania is an attractive destination for
foreign investment, particularly in sectors
such as environment and renewable
energies, infrastructure, IT or agriculture.
The friendly business climate is designed
to encourage the entrepreneurship,
Romania being a top destination for
relocation and outsourcing with high
qualified specialists.
Romanian citizens are very friendly and
hospitable people.

Successful entry into the Romanian market requires solid preparation and good knowledge of the
tax and business legislation is an important part of any investment strategy.
Although the information contained in this brochure is accurate, we must emphasize that the
legislation often changes and we strongly recommend to use it for guidance only and further
professional advice should be undertaken prior to reaching any decision. KCG does not accept
any responsibility in case of loss occasioned to any person who acts as a consequence of reliance
upon the content of this material.
KCG will be very happy to assist you and provide you the adequate professional advice.

Relied on information available at 31st of August, 2017
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Chapter summary:

Financial Data
Currency: Romanian Leu (RON)






Economic System
Political System
Legal System
International Relations

Exchange rate
at 31.12.2016:
1 EURO = 4.5411 RON
1 USD = 4.3033 RON
at 31.12.2015:
1 EURO = 4.5245 RON
1 USD = 4.1477 RON
Fiscal year: Calendar year
Nom. GDP:

$ 189 billion

Country Data

GDP per capita: $ 9,387

Area: 238,397 sq. km

GDP Annual Growth: 4.8% (2016)
3.8% (2015)

Population: 20.12 million inhabitants
Capital City: Bucharest (pop: 1.88 million)
Main Cities:
Cluj-Napoca (population: app 325,000),

Inflation: -0.5% (2016)
-0.9% (2015)
Unemployment: 5.9% (2016)
6.8% (2015)

Timisoara (population: app 320,000),
Iasi (population: app 290,000),

Public Holidays in 2017

Constanta (population: app 285,000)
• 1st, 2nd of January: New Year
People: Romanian (88.9%); Hungarian (6.5%)

• 24th of January: Unification Day

Languages: The official language is Romanian.
Hungarian and German are widely spoken by
the Hungarian and Sasi minorities.

• 16th , 17th of April: Orthodox Easter Day

Religion: Orthodox (86.45%); Roman Catholic
(4.62%); Reformed (3%); Protestant (2%);
Greek Catholic, Unitarian and others (1.2%)
Dial Code: +40
Time zone: GMT + 2

• 1st of May: Labor Day
• 1st of June: Children Day
• 4th, 5th of June: Orthodox Pentecost
• 15th of August: Saint Mary's Day
• 30th of November: Saint Andrew’s Day
• 1st of December: National Holiday
• 25th of December: Christmas Day

• 26th of December: Second Day of Christmas
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Romania is located at the intersection of
Central and Southeastern Europe, bordering
on the Black Sea. Romania shares a border
with Bulgaria to the south, Hungary and
Serbia to the west, Ukraine and Moldova to
the northeast and east.

Agriculture is still economically important
and employs around one-third of the
workforce.

Romania is the 9th largest country of the
European Union having an area of 238,397
square kilometers, and has the 7th largest
population of the European Union with over
20 million people. The capital and largest
city is Bucharest, the 6th largest city in the
EU.

Romania’s
leading sectors
include:
automotive - being the 4th largest vehicle
manufacturer in the European Community,
Romania has almost 50 years tradition in
this sector, mainly focused towards export;
IT & C - being one of the fastest growing
markets in the Eastern Europe with
talented IT specialist internationally
recognized; oil and gas industry; green
energy – being one of the most attractive
country in the wind energy and renewable
energy investment;
pharmaceutical
industry, telecommunication, etc.

Romania has a temperate continental
climate, with four seasons: spring, the
worm summer, autumn and cold winter.

Economic system
The legal framework for establishing a free
market economy in Romania has been
gradually set in place since the early 1990s.
Despite steady economic growth since
2000, Romania experienced a deep
economic recession as a result of the 2008
global financial crisis, but has returned to
modest growth.
Romania is an upper-middle income
country economy, having a Nominal GDP of
around $ 189 billion and a GDP per capita
of $ 9,387.
Romania has one of the strongest base for
manufacturing, with low operational costs.
The country is rich in natural resources,
including agriculture land and mineral
deposits and has a important tourism
potential.

The evolving financial sector is open to
competition, with foreign-owned banks
dominating the banking sector.

Political system
Romania is a presidential republic and a
unitary state according to the present
Constitution adopted by the Parliament on
1991, that guarantees freedom, protection
of human rights, a multi-party system and a
free-market economy.
The Romanian legislative Body is
represented by the bicameral Parliament
composed of the Senate and the Chamber
of Deputies and elected for four years.
The Romanian Executive Body has two
main components: the Government and
the President. The Government consists of
a Cabinet, which includes the Prime
Minister (currently Mihai Tudose) and
Ministers.
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The president is elected for five years by
direct vote and his powers are according to
the Constitution. Romanian President Klaus
Iohannis is Head of State and he has been
elected on 16th of November, 2014.

Legal system
The Romanian legal system is based on the
Napoleonic Code. The judiciary is to be
independent, and judges appointed by the
president are not removable. The president
and other judges of the Supreme Court are
appointed for a term of 6 years and may
serve consecutive terms.

International relations
Romania has developed international
relations with the following organizations:
European Union (EU), North Atlantic Treaty
Organization (NATO), United Nations (UN),
International Monetary Fund (IMF), World
Bank, International Finance Corporation
(IFC), Multilateral Investment Guarantee
Agency (MIGA), European Bank for
Reconstruction and Development (EBRD),
Bank for International Settlements (BIS),
World Trade Organization (WTO), etc.

Romania has traditionally used the civil
system of law and the judicial precedent it
is not recognized as a source of law.
The principles, the structure as well as the
manner of organization of the Romanian
judiciary are established by the Romanian
Constitution and Law no. 304/2004
regarding the
judicial organization,
republished.
Justice is carried out in the name of law and
it is accomplished through the following
courts: First Instance Courts, Military
Courts, Tribunals, Courts of Appeal and High
Court of Cassation and Justice (the highest
judicial authority, its judges being
appointed by the President at the
recommendation of the Superior Council of
Magistrates).
The body of Romanian law that defines the
entire Romanian legal system
is
represented by the Romanian Civil Code,
which follows the French Civil Code. It was
enforced in 1865 and reinstated after 1989.
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Chapter summary:


Types of Commercial companies



Authorized Persons, Individual
Enterprises and Family
Enterprises



Foreign Companies setting up
businesses in Romania



Associations and foundations



Mergers and Acquisitions



Dissolution & Liquidation

The general legal framework with
respect to Romanian Companies is
provided by Companies’ Law
no.
31/1990 and the economic activities
performed by the authorized persons,
individual enterprises and family
enterprises are set up by the
Government Emergency Ordinance
no. 44/2008 (“GEO No. 44/2008”), as
subsequently amended.
Business activities in Romania may be
rendered
either
by
individuals
performing acts of commerce as befits
their profession or by legal entities.
The main categories of business entities
are commercial companies, individual
enterprises, family enterprises and
authorized persons.

Types of commercial companies
There are five types of commercial companies in Romania:
•
•
•
•
•

Limited Liability Company (societate cu raspundere limitata - SRL)
Joint Stock Company (societate pe actiuni - SA)
General partnership (societate in nume colectiv - SNC)
Limited partnership (societate in comandita simpla - SCS)
Partnership limited by shares (societate in comandita pe actiuni - SCA)

The most popular are the limited liability companies because they are very flexible to
operate with, have low capital requirements and simple administrative conditions. Though,
the investors planning to list their companies on the stock exchange must choose the joint
stock companies.

Limited Liability Company
A limited liability company is where the shareholder’s liability is limited to the amount
subscribed as participation to the company’s share capital. There is no distinction between
companies operating with or without foreign share capital. The share capital of a SRL must be
at least RON 200 (approximately EUR 45, calculated at the exchange rate of RON 4.5/EUR),
divided into shares with a minimum nominal value of RON 10 each.
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A SRL can be established by a minimum of one shareholder and maximum fifty, where the
shareholders may be individuals and/or legal entities. The companies with one shareholder
only, named sole shareholder company, are subject to the following legal restrictions:
• An individual or legal entity cannot be sole shareholder in more than one limited liability
company;
• A sole shareholder limited liability company cannot be sole shareholder in another limited
liability company.
A limited liability company is a close corporation, cannot be established by public
subscription, neither can be registered on the stock exchange markets or issue bonds.
The decisions regarding the company are taken by the shareholders within the general
meeting which is convoked by the administrator at least once a year or at the request of the
shareholders holding more than ¼ from the share capital. One share gives the right to one
vote. The convocation must be made with minimum 10 days before the meeting. The
decisions are enforced by the absolute majority of the shares and shareholders, or by the
unanimity of shareholders in respect to the amendments of the articles of association.
A SRL is managed by one or more administrators who may have full or limited powers and
who may be Romanian or foreign nationals. When is more than one administrator they may
be organized by the article of association as an administration board. A company can be also
an administrator.

Joint Stock Company
A joint stock company is a limited liability corporation with a registered capital of a minimum
of Ron 90,000 or the equivalent of Euro 20,000 and it can be represented by shares which
could be nominative shares or bearer shares and can be freely traded or pledged. The face
value of one share may not be less than Ron 0.10.
The joint stock company can be founded by subscribed share capital and paid share capital
offered by the individuals who sign the articles of incorporation and also through public
subscription. In the first case, the paid registered capital cannot be less 30% from the
subscribed one. The other 70% must be allocated in the following 12 or 24 months from the
registration, depending on the contribution.
For the administration of a joint stock companies, the Company Law provides a specific legal
status for the directors. Therefore, the shareholders may choose between two different
administration systems:
 unitary system: the management of the Company is entrusted to a single corporate body,
either a sole Director or a Board of Directors who are entitled to take all necessary and
appropriate actions towards performing the company’s statutory objects, except for any
actions specifically entrusted to the general meeting of shareholders.
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The Board of Directors may delegate the management of the company to one or more
executive officers, appointed either from among the members of the Board of Directors or
from outside. The executive officers are entitled to take all necessary and appropriate
actions regarding the company’s management, by observing the company’s statutory objects
and the exclusive competence of the general meeting of shareholders and/or the Board of
Directors.
Delegation of responsibilities is mandatory for companies submitted to the financial audit by
effect of the law.
and
 dualist system: the management of the company is entrusted exclusively to a Directorate,
having the competence to take all necessary and appropriate actions towards performing
the company’s statutory objects, by observing the exclusive competence of the general
meeting of shareholders and/or if one is appointed by a general meeting of shareholders,
the Supervisory Board. The Supervisory Board is entitled only to supervise and control the
activity of the Directorate.
A member of the Supervisory Board cannot be a member of the Directorate.
Joint Stock Companies are not allowed to:
• undertake banking or insurance activities or any other activity that might suggest an
association with same, without a license.
• undertake investment business other than the investment of the company's own assets
without a license.
• Request funds from the public nor offer their shares or membership to the public without
a license.
The joint stock companies are obliged to appoint either censors or auditors, depending on
the specific situation of the company.

General partnership
The partners are unlimited and jointly liable. The capital of the partnership is formed of the
partners’ contributions. These contributions can include cash, real estate, equipment, or
other property. Contributions become assets of the partnership and comprise its registered
capital. Romanian laws do not set maximum or minimum limits on capital, nor does it
indicate how much must be in cash or assets. These decisions are left with the partners.

Limited partnership
Limited partnership provides two types of partners: general partners are unlimited and
jointly liable and limited partners are liable only up to the value of their contributions to the
registered capital; there are no minimum requirements for the registered capital. The
registered capital must be fully paid in on the date of incorporation.
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A limited partnership is a practical form of organization for a pooled investment where the
investors would not normally participate in the control of the investment. Investors are
limited partners while the general partner provides the professional management of the
investment. In this way, investors share the profits but, as limited partners, their financial risk
is limited to the capital they have contributed.

Partnership limited by shares
Partnership limited by shares provides two types of partners: general partners are unlimited
and jointly liable and limited partners are liable only to the extent of their registered capital
contributions. The minimum registered capital is the RON equivalent of € 25,000 at the
exchange rate valid at the date of subscription.

Authorized Persons, Individual Enterprises and
Family Enterprises
Individuals can conduct businesses either as freelancers, as owners of an individual
enterprise or as owners of a family business.
Authorized persons, individual enterprises and family enterprises conduct their economic
activities according to the GEO no. 44/2008 on the development of economic activities
performed by authorized persons, individual enterprises and family enterprises.

Authorized Person
Authorized persons can perform business activities individually and independently using,
mainly, their own working skills and professional knowledge.
Authorized persons are allowed to hire third parties.
Due to the fact that the authorized person is a legal entity without legal personality, it cannot
be a holder of an own patrimony. However, the law allows the creation of a subdivision of
the personal patrimony made up of a group of assets, rights and obligations used in order to
conduct the specific economic activities.
The authorized persons are deregistered from the Trade Registry in the following cases:
• by death;
• by their own will;
• when the documents based on which the registration of the authorized person or
individual enterprise was made have been invalidated by irrevocable judicial decisions
and a natural or legal person prejudiced as effect of such registration request the
deregistration from the Trade Registry
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Individual Enterprise
Individual enterprise is a business entity without legal personality.
The individuals forming an individual enterprise are personally liable for all related debts and
obligations. The individual's liability to the business is therefore not limited to the assets used
for carrying out his business, but also includes his personal assets.
The individual enterprise is able to hire other persons through an individual labor agreement,
and can collaborate with authorized persons, with other individual enterprises or other legal
entities.

Also the natural person owning an individual enterprise can be an employee of a third party
activating in the same or any other field of activity.
Just like the authorized person, the individual enterprise is an entity without legal
personality, so that it cannot be a holder of an own patrimony but it is entitled to own a
patrimony used for conducting the necessary activities.
Same as the authorized persons, the individual enterprises are deregistered from the Trade
Registry and cease their existence, in the following cases:
• by death;
• by their own will;
• when the documents based on which the registration of the authorized person or
individual enterprise was made have been invalidated by irrevocable judicial decisions
and a natural or legal person prejudiced as effect of such registration request the
deregistration from the Trade Registry.

Family enterprise
The family enterprise is created at the initiative of a natural person and is constituted from
two or more members of its family.
The members of a family enterprise are: the husband, the wife and their children who have
the age of 16 years, at the date of the authorization of the family enterprise, like their
relatives until the fourth level included.
The representative designated through the establishing agreement manages the business
interests and is acting under the rule of a special mandate that has the power of a document
under private signature; this document must be signed by all the family members.
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The family business has no legal personality and its members have the quality of professionalindividuals. As with other forms of legal entities without legal personality, the family business
has no patrimony, but it is entitled to create a subdivision of their personal patrimony which is
going to be used in order to perform the activities declared.
The family business cannot hire third parties through an employment contract.
The family enterprise ceases its activity and is deregistered from the Trade Registry in the
following conditions:
• more than half of its members have died;
• more than half of its members withdraw or request its cessation;
• when the documents based on which the registration was made have been invalidated by
irrevocable judicial decisions and a natural or legal person prejudiced as effect of the family
enterprise registration request the deregistration from the Trade Registry.
The authorized persons, individual enterprises and family enterprises must register with the
National Trade Registry and with the Local Fiscal Authorities. All 3 forms are authorized to
perform economic activities in any sector, profession or occupation, except for those activities
prohibited by law or subject to special legislation.

Foreign companies setting up businesses in
Romania
Foreign companies may carry out activities in Romania by:
• setting up subsidiaries;
• setting up secondary offices such as branches, representative offices or agencies;
• entering into business relationships with Romanian partners, such as distribution or agency
agreements with either individuals or companies.

Subsidiaries
Subsidiaries are companies that hold legal personality, but are controlled by the parent
company. They are set up and carry out their activities in accordance with the provisions of
the Law on commercial companies.
The subsidiaries have their own patrimony and bank account, participate in the juridical
relations in their own name, throughout the acts concluded by their representatives, gaining
rights and undertaking obligations by their own responsibility

Branches
A branch of a foreign company does not have its own legal personality or share capital. By law,
it must be registered in the Trade Register before beginning its activity.
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Also, the activities of the branch cannot exceed the scope of activity of the parent company. A
general manager must be appointed by the parent company, and he will represent the branch
in dealings with third parties in Romania.
When a foreign company has a branch in Romania, the foreign company may be held liable to
any creditors of the branch, including employees, for any debts and obligations incurred by
the branch
The legal status of the branch applies to any other secondary office e.g. agency, working
points, etc., established by the foreign parent company.
Romanian branches of foreign companies are subject to Romanian corporate tax on their
profits. Funds distribution to the head office country are not regarded as dividend distribution,
therefore, no withholding tax liability arises.

Representative Offices
A representative office is set up by foreign companies in Romania to carry out non-commercial
activities on the parent company’s behalf. A representative office is not an independent legal
entity and therefore the mother company must be held responsible for the actions taken.
In order to register a representative office, a file with documents of the foreign company
should be submitted to the Ministry of Economy, Commerce and Business Environment and
pay an annual fee of USD 1,200, equivalent in Ron, for the license.
Upon authorization, the representative office must be also registered with the Ministry of
Public Finances, and with the Romanian Chamber of Commerce and pay an annual income tax
of Euro 4,000, equivalent in Ron at the exchange rate valid on the payment date. The tax is
payable in two equal installments, by 25th of June and by 25th of December.
If a foreign legal person establishes or closes an office in Romania, during a fiscal year, the tax
payable for the year is calculated taking into account the number of months during which the
company conducted activities.

Joint Venture agreements
Joint venture agreements (contracte de asociaţiune în participaţiune), represent a significant
tool for investors in creating important businesses. The formalities of establishing a new
company are eliminated, the main advantage of the JVs being that they don’t have to comply
with the restraints put in place by the provisions of the Company Law.
Joint ventures represent a particular type of arrangement, a written contract, in which two or
more individuals and/or legal entities, either Romanian or foreign, act together for the
accomplishment of a common business goal and they agree to contribute certain
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assets for the purposes of performing jointly a pre-determined commercial activity in order
to obtain profit.
Under this agreement, the participants decide which of them is going to have the leading
role of actually managing the venture, becoming the manager of the partnership, while the
others have an auxiliary role. The one responsible for keeping the accounts and making the
payment of the profit tax is the manager of the joint venture.
From a tax point of view the profits resulting from a joint venture are subject to 16% tax, the
profits being taxed at the level of each partner. The payments of profits from the joint
ventures to the partners are not treated as dividends therefore, are not subject to tax on
dividends. From VAT point of view, a joint venture may be considered a distinct entity from
its partners, except if all partners are Romanian taxable legal entities.
There are various ways in which the joint venture agreement may be terminated, such as at
the expiration of the term for which it has been concluded; by the fulfillment of the purpose
for which it was created; by the bankruptcy of any of the participants to the joint venture; or
by the agreement of the parties. Upon the termination of the joint venture agreement, each
participant to the joint venture receives back the assets that represented the contribution of
each of them to the joint venture.

Associations and foundations
Romania has two traditional civil law forms for non-governmental, not-for-profit
organizations: the association and the foundation, governed by the G.O no. 26/2000,
substantially amended by Law 246/2005, according to which the associations and
foundations are legal entities under private law, without lucrative purpose; the aim of
establishing associations and foundations is that of conducting activities of local or general
interest.
Associations and foundations are essentially not for profit legal entities. Even if, according to
the previous legislation they didn’t have the quality of traders, the New Civil Code states that
these legal entities have the quality of professionals under private law.
Associations and foundations have the right to participate in certain economic activities and
even to establish companies, but only for the purpose of financing their activities in order to
reach their objectives and not to utilize any profit on behalf of the members.

Associations
The Association is the legal entity formed by three or more persons who have brought
together their financial contribution, knowledge or labor for a general interest, or the
interest of a specific group or their own non-patrimonial interest.
The social capital of the Association cannot be of lower than the equivalent of the
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minimum gross salary in Romania and can in constituted of both in-kind or cash
contributions.
The organizational bodies of the Association are:
• General Assembly;
• Management Council;
• Censor or Censor Committee.

Foundations
The Foundation is the legal entity formed by one or more persons assigning a certain
patrimony, permanently and irrevocably, to the fulfillment of a general interest purpose or
the interest of a specific group.
The social capital of the Foundation must include assets, in-kind or cash, in value of at least
100 multiplied with the minimum gross salary in Romania on the date of its formation.
The organizational bodies of the Association are:
• Management Council, composed by at least 3 members appointed at the formation;
• Censor or Censor Committee, composed by an uneven number of members.
Associations and foundations can be registered by: physical and juridical entities, with the
purpose of carrying activities of general interest, collective interest or in their own personal
but non-patrimonial interest'; as to the citizenship or nationality of the founders of either the
association or the foundation can be Romanian or foreign persons.

Merger and Acquisitions
The main benefits of mergers and acquisitions are the increased value generation, increase in
cost efficiency and increase in market share. Mergers and Acquisitions may generate tax
gains, can increase revenue and can reduce the cost of capital.
The general legal framework for M&A transactions in Romania is provided by the Company
Law 31/1990 and the Order 1376/2004. M&A transactions involving public companies must
be done in compliance with the Capital Market Law 297/2004 and with the regulations of the
Romanian National Securities Commission (CNVM).

Mergers
Mergers and spin-offs are often used by companies in order to restructure their business
activities.
The merger is the process where a company is dissolved without entering into liquidation
and transfers all the assets and liabilities to another company, in exchange of shares in
already existing companies or in new companies and of cash payment, not more than 10 % of
the nominal value of the shares allocated.
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Romanian law provides the existence of two types of merger:
• merger by absorption: one company absorbs one or more companies that cease to exist;
• merger by consolidation: two or more companies, which cease to exist, establish a new
company.
Cross Border Merger: Romanian companies are allowed to merge with EU companies.
Cross-border mergers are defined in the Emergency Government Ordinance no. 52 published
in the Official Gazette on April 30, 2008 as:
• one or more companies, of which at least two are headquartered in different EU Member
States, are dissolved without being liquidated and transfer all their patrimony to another
company, known as the absorbing company - the shareholders of the absorbed companies
receive equity participation in the absorbing company, with the possibility of also receiving
cash of up to 10% of the nominal value of such participation;
• one or more companies, out of which at least two are headquartered in different EU
Member States, are dissolved without being liquidated and transfer all their patrimony to a
newly created company - the shareholders of the absorbed companies receive equity
participation in the new entity with the possibility of receiving cash of up to 10% of the
nominal value of such participation; or
• a company is dissolved without being liquidated and transfers its entire patrimony to a
company that holds all of its shares, i.e., the sole shareholder.
When considering a merger, the companies must take into account the manner in which the
merger may affect their employees, and seek means to have them represented on the
decision making bodies of the company.
As a result, in order for the employees to be protected, it is mandatory for the new company
or the absorbing company to develop methods including the employees in the decision-making
process, providing a mechanism for their participation in the decision making process in the
former companies, pursuant to the provisions of EU Directive 2001/86/CE regarding the
involvement of employees and any national legislation in the field. Such mechanisms of
participation of employees in the decision making process may take the form of consultation
and the proper distribution of pertinent information.

Tax treatment of Cross Border Mergers
Romanian Fiscal Code was amended by implementing the provisions of the Merger Tax
Directive 2009/133/EC, enforceable starting with 1st of January 2010 and allows mergers
between two or more resident companies in different Member States to be realized in a tax
neutral way, if some conditions are met.
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Spin-off
The spin-off is the process where a company, after its dissolution without entering into
liquidation, transfers all its assets and liabilities to one or more existing companies or new
companies, in exchange of shares in already existing or new companies and of cash payment,
not more than 10 % of the nominal value of the shares allocated to the shareholders of the
company being divided.
The spin-off procedure can be accomplished also by transferring only a part of the company’s
patrimony to one or more existing or new companies, without ceasing to exist.
Romanian law provides the existence of two types of spin-offs:
• total spin-off: the total assets and liabilities of a company, ceasing to exist, are split up
between two or more already existing or new companies;
• partial spin-off: only part of the assets and liabilities of a company, continuing to exist, are
transferred to two or more already existing or new companies.
Main advantage of the spin-offs: the shareholders get access to better and updated
information about the business as separate financial details are provided.
The merger or spin-off transactions require notification with the Romanian Competition
Council (RCC), if in the previous financial year:
• the undertakings concerned recorded a combined worldwide turnover exceeding EUR 10
million;
and
• at least two undertakings concerned recorded a Romanian turnover exceeding EUR 4
million each.
Main disadvantage of the spin-offs: since the size of the de merged firms are smaller than
those of the parent firm, tapping the credit market may be a difficult task especially for a small
company who may not be able to afford the expensive finances.
The merger/spin-off process involves a number of steps to be followed:
• Approval of the General Meeting of Shareholders to decide the structure of
the merger/spin-off;
• Preparation of a merger / spin-off plan;
• Preparation of a set of financial statements, valuations and expert reports;
• Registration of the merger / spin-off plan within the Trade Registry;
• Publication of the merger plan in the Official Gazette for a period of 30 days, during which
any creditor of the merging companies may file an opposition.
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Regarding the completion of the merger/spin-off operations, they become effective in the
following two situations:
• in case one or more companies are set up through the merger/ spin-off process, the
merger/ spin-off takes effect on the date of registration, in the Trade Registry, of the new
company or of the last of these companies;
• for the other cases (e.g. merger by absorption, spin-offs where the transfer is made to
already existing companies), the merger/ spin-off is effective on the date of the registration
of the decision of the last general meeting having approved the operation, except where
the agreement specifies that the operation shall take effect on another date. However, this
date cannot be before the end of the last financial year of the companies that transfer their
assets and liabilities and cannot be later than the end of the current financial year of the
absorbing or the beneficiary companies.

Acquisitions
When acquiring a business, there are generally two methods available:
• share purchase (by purchase of existing shares or share capital increase)
• asset purchase
The acquisitions are regulated mainly by the Romanian Companies Law and the Civil Code in
case of the sale of assets, while the acquisition of shares of companies listed on the regulated
markets is subject to the Capital Market Law and the regulations of each market.
Share purchase
The transfer of shares of limited liability companies is realized through a private agreement
and the sale of shares to persons outside the company is subject to the approval of at least
three-quarters of the registered capital. In order to produce legal effects toward third parties,
it must be registered within the Trade Registry.
The transfer of shares of a joint stock company is effective once the transfer is mentioned in
the shareholders’ register.
New issued shares of a company may be purchased if the existing shareholders did not use
their pre-emption right or such a right was revoked by the resolution of the Shareholders. For
a listed company, a sales prospectus must be published, and the issue of new shares is
completed through a public offering approved by the CNVM.
Asset purchase
An asset purchase involves the purchase of some or all of the assets owned by a company and
used in carrying on the business of that company. Assets may include fixed assets, land,
buildings, machinery, trading stock and intangible assets such as goodwill and intellectual
property. Usually, the assets are specifically identified in the sale and purchase agreement.
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The transfer of real estate is performed though a notarial deed, and thus subject to notary
fees, which amount to approximately 1% - 1.5% of the transaction value.
Regardless of whether the transaction is structured as an asset purchase or a share purchase
it is very important to ensure that both the seller and the buyer have undertaken sufficient
due diligence and try to eliminate the risks.

Dissolution & Liquidation
The legal framework in Romania on the liquidation of companies is currently defined by Law
no. 85/2006 on insolvency proceedings, which sets the rules applicable when a company is
unable to pay its liabilities, together with the Companies Law no. 31/1990, which covers the
dissolution and liquidation of companies in separate titles.
In accordance with the laws of Romania, in order to erase a company from the Trade
Register, there must be completed three stages:
•
•
•

Dissolution
Liquidation
Erasure from the Trade Register.

Dissolution
The dissolution of a company leads to its removal from the Register of Trade, meaning the
legal disappearance of it.
The reasons that can determine the dissolution of a company are:
•

•
•
•
•

•
•

the expiry of the term fixed for the duration of the company; in such case, the
associates must be asked by the administrators, at least 3 months before the final
moment, whether they intend to extend the company’s existence;
the impossibility to achieve the object of activity of the company or its performance;
declaration of nullity of the company;
decision of the General Assembly;
a court decision made on the valid premises, such as the request of one of the
shareholders, explained by misunderstandings between partners, which affects the
operation of the company;
bankruptcy;
other reasons as stipulated by law or by the articles of association.
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• the company ceased its activity or it has no known registered office or the associates have
disappeared or they have no domicile or known residence.This is not to be applied in case
the company was temporarily inactive, a fact notified to the public fiscal agencies and
registered with the trade register. The duration of inactivity cannot exceed 3 years;
• the company has not complete its registered capital, according to the law.
The moment of dissolution of a company is, according to the causes for dissolution, the date
of expiry of the time limit for the duration of the company or the date of the decision of the
General Assembly or of a court to dissolve the company.
The dissolution of the company, before expiration of the period established for its duration,
becomes effective against third parties only after a thirty days’ interval has passed from the
publication in the Official Gazette of Romania.
Dissolution of a limited liability company with an only associate brings about the universal
transfer of the company’s assets towards the only associate, without liquidation.

Liquidation
The dissolution of a company usually has as an effect on the entry of the firm in a liquidation
procedure. However, there are situations in which the dissolution is made without a previous
liquidation. Usually, this occurs in a case of merger or full division of a company.
The liquidation represents the transformation of companies’ assets into cash in order to pay
its debts and it is done prior to the dissolution of a company. During the liquidation, the
company maintains its legal personality, but only for the purpose of performing the
operations required for its liquidation. Though, all the documents issued by the company
should mention that it is under liquidation.
In order to declare the company’s liquidation, the official receivers, authorized by law, are
obliged, along with the company’s managers, to make an inventory and to draw up a balance
sheet to ascertain the exact situation of the company’s assets and liabilities and to sign them.
Dissolution and liquidation of companies can be voluntary or forced.
The Law 31/1990 also stipulates a company can be dissolved as a result of the decision
sentenced by the court at the request of any interested person, or at the request of the
Trade Register, in the following cases:
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• the company lacks the bodies required by the articles of association or these bodies
cannot meet any more;
• the company did not submit within 6 months from the legal required terms the financial
statements and other documents;
In case of voluntary dissolution, the liquidation decision is taken by the General Assembly,
designating a liquidator, who can be either an administrator, an associate or a third party
capable of performing this function;
In case the shareholders fail to agree on property division, it is required an additional stage,
respectively the liquidation of the company, which shall be done by an authorized liquidator.
After liquidation, the liquidators draw-up the final financial report, showing the way the
assets will be distributed between the shareholders. If the company in liquidation is
insolvent, the liquidator is obliged to request the opening of insolvency proceedings.
Forced liquidation has as a main reason the company’s inability to pay its liabilities as a result
of financial deterioration; this situation is reflected through liquidity and solvency indicators.
The Involvement of the court in the procedure of forced liquidation is called judicial
liquidation, case where the company is taken over and administered by a syndic
administrator.

Erasure
After liquidation, the liquidators must request the Trade Registry Office the erasure of the
company from the Trade Register, within 15 days after the last liquidation operation, which
is the distribution of the assets between the shareholders. By the erasure from the Trade
Registry, the company ceases to exist.
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Accounting & Auditing
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Updates
Accounting
Audit

Updates
Changes were made at the beginning of
2017, that refer to:

• Revaluation of tangible non-current assets – information to be disclosed in the notes:
o Whether an authorized evaluator was involved, according to the law;
o for each category of revalued tangible assets, the carrying amount that would have
been recognized if the assets had been recorded at historical cost;
o the revaluation surplus, indicating the change for the period.
• Tangible non-current assets – capitalization of proceeds before intended use: the net
between the costs incurred with testing the asset (to determine its correct functioning) and the
net proceeds from the samples (obtained in the process of bringing the asset to working
condition for its intended use) shall be included in the production cost of that asset (Debit 231
Tangible assets in progress = Credit 722 Capitalised costs of tangible non-current assets).
• Investment property currently not earning rentals – its carrying amount shall be either
depreciated over its useful life or adjusted with the value of its impairment, as per the
accounting policies adopted by the owner (as in the case of idle non-current assets).
• Residential complexes held for sale - shall be recognized as inventories.
• Interest and penalties for late payments and other similar liabilities, are distinguished
separately in the payables accounts, and are recognized either in the income statement or in
the retained earnings, according to the period to which they correspond and in compliance
with the accounting regulations regarding the materiality of the amounts.
• Promissory notes do not generate expenses in the accounting records.
• Account 4318 "Other contributions for health social insurance" has been added in the Chart
of Accounts. On the credit side of the account the contribution for social health insurance due
by persons, other than employees, shall be recorded in correspondence with account 462
“Sundry creditors”.
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•

The size criteria of the entities for which a statutory financial audit is required, are no
longer expressed in EUR, but in Lei, as follows:
o

Total assets at year end: minimum Lei 16 million;

o

Turnover: minimum Lei 32 million;

o

Average number of employees for the period: minimum 50.

The conditions that at least 2 of the 3 size criteria should be met for two consecutive years
for the statutory audit to be mandatory, are still available.
(Order of the Minister of Public Finances no. 166/2017 on the main aspects of the preparation and
submission of annual financial statements and oft he annual accounting reports of the economic
operators to the territorial units of the Ministry Public Finance, as well as for amending and
supplementing accounting regulations)

• Correction of errors in the annual financial statements
Starting with 21st June 2017 there are 2 new additional cases where the financial statements
can be corrected, namely the erroneous completion of:
o the unique identification code of the reporting entity,
o the indicators reported in the "Balance sheet" / "Statement of assets, liabilities
and equity" if the value of these indicators can be proved by other documents
(e.g. constitutive act, contracts, etc.) and this is included in the declaration of the
entity’s administrator, justifying the resubmission of the statements and the fact
that they reflect the reality of the reporting entity
(Order of the Minister of Public Finances no. 894/2017 amending the Order of the Minister of Public
Finance no. 450/2016 for approval the procedure for correcting the errors included in the annual
financial statements and the accounting reports submitted by economic operators and legal entities
without patrimonial purpose).

•

Declaring the authorized person/accounting firm responsible with the accounting
process

Starting with 10th May 2017, entities shall declare at set-up or along with the first change in
the tax vector, in the statement 010, the name of the authorized person/accounting firm
responsible with the accounting process, if case this process is outsourced.
(Order of the President of the National Agency for Fiscal Administration no. 1382/2017 amending the
annex no. 1 to the Order of the President of NAFA no. 3698/2015 for the approval of taxpayers’
registration forms and of tax obligations that form the tax vector)
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Accounting
Changes in Romanian accounting rules over the last few years have moved Romanian
accounting closer to International Financial Reporting Standards (IFRS), although there are
still some significant differences.
The Accounting system in Romania is based on Law 82/1991, republished in June 2008, and
subsequently amended (the Accounting Law).
The director/administrator or any other person representing the management is responsible
for the legal entity’s accounting records. If the accounting is performed by accounting
companies or expert or chartered accountants, these legal entities/individuals will be
responsible for the accounting in accordance with legal the contractual provisions.
Double-entry accounting is generally applicable.
The entities applying accounting regulations and conducting double entry accounting are
presented below:

Commercial
companies
Associations
and other
legal entities
Subsidiaries or
branches
registered
abroad by
Romanian legal
entities

Entities
applying
accounting
regulations
and
conducting
double entry
accounting

Cooperative
enterprises

National
companies

Permanent
establishment in
Romania of
foreign legal
entities

Single-entry accounting is maintained by certain categories of entities such as representative
offices of foreign entities and individuals authorized to carry out independent activities, in
which case it is compulsory for them to maintain the Fiscal Evidence Registry.
Starting with 2015, these entities can apply for double-entry system.
The main provisions for the legal entities and authorized individuals stipulated within the
Romanian legislation refer to the following:
• The accounting records must be presented in Romanian language and the national
currency except for the internal purposes where entities may choose to draw up
statements in another language and currency; the accounting transactions in foreign
currencies must be recorded both in Lei and foreign currencies;
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•

All transactions must be recorded within the accounting books (hand written or in
electronic format); the compulsory records include:
o

Journal Register: a record of all the legal entity’s operations in chronological order;

o

Stock Register: a record of the entity’s assets, liabilities and equity that are subject
to inventory count, performed at least once a year;

o

General Ledger: a summary of the company’s accounts based on which the trial
balance is prepared.

•

Accounting records are stored for a 10 year period, starting from the closing date of the
financial period for which the documents were prepared, except for payroll records
which are maintained for 50 years;

•

In principle, the financial year starts on 1 January and ends on 31 December, except for
the first year of operation when it begins on the date of formation. Entities are allowed
to adopt a financial year different from the calendar year, except for credit institutions,
non-banking financial institutions, insurance and reinsurance companies and other
entities operating under the supervision of the Financial Supervisory Agency;

•

The Accounting Law states that the preparation of annual financial statements is
compulsory. The form and content of the annual financial statements are prescribed by
the Ministry of Public Finance or by the other regulators for the entities under their
supervision.

•

For most of the companies, the layout and content of the annual financial statements,
accounting principles, recognition and measurement rules, chart of accounts, and
guidance on the preparation, approval, auditing and publication of the annual financial
statements are detailed in the Minister of Public Finance Order no.1802/2014,
regarding the approval of the accounting regulations on annual individual financial
statements and annual consolidated financial statements;

•

Order 1802/2014 partially transposes European Directive 2013/34/EU and is effective
starting with 1st of January 2015;

•

Order 1802/2014 does not apply to entities operating in financial services and entities
whose securities have been admitted for trading on a regulated market, for which
specific accounting regulations have been issued.

•

In general, companies are required to prepare their annual financial statements and to
submit them to the local offices of the Ministry of Public Finance, on paper and in
electronic format, or only in electronic format, within 150 days of the closing of their
financial year;

•

Order 1802/2014 establishes a set of size criteria according to which entities are
required to submit either extended or abridged financial statements.

•

The entities defined by Order 1802 in terms of size are:
o

Micro-entities are those that, at the date of the financial statements, do not exceed
the limits of at least 2 out of the following 3 criteria:
 Total assets – EUR 350,000
 Net turnover –EUR 700,000
 Average number of employees – 10
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These entities are required to submit only abridged financial statements.
o

Small entities are those that, at the date of the financial statements, do not exceed
the limits of at least 2 out of the following 3 criteria:
 Total assets – EUR 4,000,000
 Net turnover – EUR 8,000,000
 Average number of employees – 50

These entities are required to submit an abridged balance sheet, extended income statement
and explanatory notes. The presentation of the statement of changes in equity and the
statement of cash flows statement is optional.
o

Medium-sized and large entities are those that exceed the limits of at least 2 out of
the following 3 criteria:
 - Total assets – EUR 4,000,000
 - Net turnover – EUR 8,000,000
 - Average number of employees – 50

These entities and public interest entities* are required to submit extended financial
statements that also include information about payments towards the Government and
other specific information requested by the Ministry of Public Finance.
*Public interest entities are national entities/ companies, entities controlled by the state and
autonomous administrations.

•

In all cases, the annual financial statements are accompanied by the administrators’
report. This report provides comments on the entity’s current year activities and on its
financial position, as well as a description of the main risks and uncertainties faced by
the entity.
Extended Set
of Financial
Statements

Abridged Set of
Financial
Statements

Balance
Sheet

Abridged
Balance
Sheet

Income
Statement

Abridged
Income
Statement

Statement of
Changes in
Equity

Explanatory Notes
for the Abridged
Financial
Statements

Cash Flow
Statement
Explanatory
Notes
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As per Order 1802/2014, an entity is required to prepare consolidated financial statements
and a consolidated administrators’ report if that entity (a parent entity) is part of a group of
entities and meets one of the following conditions:
a) Has a majority of the shareholders' or members' voting rights in another entity named
subsidiary;
b) It is a shareholder in or member of a subsidiary and has the right to appoint or remove a
majority of the members of the administrative, management or supervisory body of that
subsidiary;

c) It is a shareholder in or member of a subsidiary and has the right to exercise a dominant
influence over that subsidiary, under a contract entered into with that entity or to a
provision in its memorandum or articles of association, where the law governing that
subsidiary permits its being subject to such contracts or provisions;
d) It is a shareholder in or member of a subsidiary and the majority of the members of the
administrative, management or supervisory bodies of that subsidiary who have held
office during the financial year, during the preceding financial year and up to the time
when the consolidated financial statements are drawn up, have been appointed as a
result of the exercise of its voting rights or,
e) It is a shareholder in or member of a subsidiary and controls alone, pursuant to an
agreement with other shareholders in or members of that subsidiary, a majority of
shareholders’' or members’ voting rights in that subsidiary.
A parent entity is exempt from the preparation of consolidated financial statements if the
entity is part of a small and medium-sized group, i.e. groups that include a parent company
and its subsidiaries that will be included in the consolidation process and, on a consolidated
basis, do not exceed the limit of at least two out of the following three criteria:
•

Total assets – EUR 24,000,000

•

Net turnover – EUR 48,000,000

•

Average number of employees – 250

The exemption above does not apply where one of the companies to be consolidated is a
public interest entity.
Consolidated financial statements are prepared within 8 months of the end of the financial
year. Consolidated financial statements approved by shareholders must be submitted to the
Ministry of Public Finance within 15 days of their approval.
Application of IFRS as the basis of accounting and preparation of financial statements
compliant with IFRS is compulsory for credit institutions.
Entities whose securities have been admitted for trading on a regulated market, except for
entities under the supervision of the Romanian Financial Supervision Authority, apply IFRS as
approved by Order 1286/2012 as the basis of accounting and in preparation of their
individual/ separate financial statements.
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Entities authorised, regulated and under the supervision of the Financial Supervision
Authority apply IFRS as the basis of accounting and in the preparation of financial statements
as approved by Norm no. 39/2015.
The errors identified after the annual financial statements have been submitted must be
rectified on the date at which it has been discovered since it is forbidden the submission of
several annual financial statements for the same financial year to the territorial units of the
Ministry of Public Finance; non-compliance with this rule will be fined with an amount
ranging from Lei 1,000 to Lei 10,000.
Re-submission of annual financial statements and accounting reports is allowed only, by
the end of the next financial reporting period, to correct the erroneous completion of:
•

the name of the reporting entity;

•

CAEN activity (class designation and / or code of the entity’s activity as per the
Classification of Activities in the National Economy );

•

the form of ownership;

•

the number of employees and / or other indicators reported on the "Informative data"
form;

•

the unique identification code of the reporting entity;

•

the indicators reported in the "Balance sheet" / "Statement of assets, liabilities and
equity" if the value of these indicators can be proved by other documents.
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Audit
The body responsible in Romania for establishing the audit standards and monitoring the
profession in relation to qualification and membership criteria, ongoing training programs,
ethical standards and quality review procedures is the Romanian Chamber of Financial
Auditors.
The financial auditors follow the Romanian National Auditing Standards issued by the
Romanian Chamber of Financial Auditors which are in full compliance with the International
Standards of Auditing issued by the International Auditing and Assurance Standards Board
and with the Code of Ethics issued by the International Federation of Accountants.
A financial audit is required for the public interest companies, medium and large entities,
listed companies applying IFRS, and the entities meeting at least two of the following size
criteria for two consecutive years:
o

Total assets at year end: minimum Lei 16 million;

o

Turnover: minimum Lei 32 million;

o

Average number of employees for the period: minimum 50.

It is also mandatory for the following companies to appoint one or more statutory auditors if
their financial statements are consolidated and they exceed two of the following criteria:
o

turnover: minimum EUR 48 million;

o

total assets at year-end: minimum EUR 24 million;

o

average number of employees for the period: minimum 250.

The financial auditor, which is an individual or a company that is a member of the Romanian
Chamber of Financial Auditors, addresses its report to the shareholders (or equivalent) at the
Annual General Meeting of Shareholders.
The financial auditor performs the necessary procedures to obtain audit evidence about the
amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error.

In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control.
An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.
Notwithstanding, the auditor express an opinion on the financial statements whether they
give a true and fair view of the financial position of the Company.
As far as it concerns the Administrators’ Report, the auditor express an opinion over its
preparation in compliance with the applicable legal requirements and whether it is
consistent with the financial statements for the financial year it refers to.
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Taxation

– Romania – Business Review 2017 –

32

Chapter summary:








2017 tax updates
Taxation of individuals
Taxation of companies
Taxation of non-residents
Local taxes
Indirect taxes
Limitations on cash transactions

2017 Tax Updates
Starting with January 2016 the Law
227/2015 regarding the “New Fiscal
Code” entered into force bringing
significant changes to the Romanian
fiscal environment. Following political
elections in December 2016, subsequent
changes were made to the New Fiscal
Code, through GEO no.3/2017 and Law
177/2017, among which the most
significant are described below:

VALUE ADDED TAX
• Starting with January 1st 2017 the VAT standard rate decreases to 19%;
• It is eliminated the obligation of the tax payers performing intracommunity transactions
to register within the Intracommunity Operators Register;
• The introduction of the special regime for farmers, individuals or family businesses which
carry out activities and perform agricultural services;
• Changes of the rules regarding the VAT adjustment in the case of capital goods: it is
eliminated the unique adjustment and it will be applied the annual adjustment for 1/5,
respectively 1/20 of the tax corresponding to the capital good. The tax adjustment of the
capital goods shall be made annually, within the adjustment period;

• The taxpayers declared inactive or having the VAT code cancelled, and who performed
economic activities during this period, may exercise the right to deduct the VAT on
acquisition of goods and/or services performed within this period, after they will reregister for the VAT purposes. Also, the taxpayers who acquired goods/services from
taxpayers declared inactive or having the VAT code cancelled, may exercise the right to
deduct the VAT on acquisition of goods and/or services performed within this period,
after the re-registration for VAT purposes of the suppliers.
• The VAT chargeable event for continuous supply of goods or services, such as supplies of
natural gas, water, electricity or services, namely telephone, rental, concession, or leasing,
is considered to have occurred at the time agreed by contract for the payment of such
goods or services. If the parties did not expressly establish a payment date, the
chargeable event occurs at the date the invoice is issued, with the settlement period not
exceeding one year.
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• VAT adjustment for loss arising from customer insolvency and bankruptcy - a taxable
person registered for VAT purposes who has incurred losses generated by the approval of
a client's reorganization plan under the insolvency proceedings or loss as result of
bankruptcy of the client, has the right to adjust VAT in its favour by issuing a credit note
for the taxable amount and for the VAT initially collected, corresponding to the loss
incurred. The period within which the credit note may be issued shall be 5 years starting
on January 1 of the year following that in which the court gives a decision confirming the
reorganization plan, namely when the court order closing the insolvency proceedings is
given.
• Removal from the Fiscal Code of the phrase "does not justify economic intent and
capacity" as a reason for the tax authority to cancel a tax payer’s VAT code. This phrase is
replaced in the sense that a company may have its VAT code cancelled if it has a "high tax
risk". The fiscal authority establishes the conditions for the identification of the high fiscal
risk.

CORPORATE INCOME TAX (TAX ON PROFIT)
• The decrease from the equivalent of EUR 25,000 to the equivalent of approximately Euro
10,000, respectively Lei 45,000, of the share capital threshold of microenterprises that
can opt for payment of corporate tax. This option may be applied also by the existing
microenterprises with the share capital exceeding the new limit.
• Invested profit: tax exemption facility shall extend for profit invested in acquiring the
right to use computer software; previously it was only applying to the profits invested in
producing/buying computer software. It is also extended the period for the application of
this tax facility, which was initially intended to apply until 31 December 2016.
• Exemptions: Taxpayers exclusively carrying out innovation, research and development
activities, defined according to Government Ordinance No. 57/2002 concerning scientific
research and technological development, with subsequent modifications, as well as its
related activities are exempt from income tax in the first 10 years of activity.
• A new category of taxpayers: associations of homeowners obtaining income from
economic activities such as: acquisition of shares on the stock exchange market, setting up
of retail stores, etc.
• Expenses with missing or damaged goods that cannot be attributed to anyone: remain
deductible in cases such as: force majeure, proof of destruction, insurance, expiration;
additionally expenses with goods not yet expired will be tax deductible if these will be
used in accordance with the legislation regarding combating food waste.
• Reinvested profit: applicable also to taxpayers that choose to become corporate income
tax payers by subscribing a share capital of a minimum of Lei 45,000.
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EXCISES
• The decrease of excise duty on energy products in 2017 as compared to 2016:
o lead free gasoline from Lei 2,035.40 / 1,000 litres to Lei 1,656.36 lei / 1,000 litres;
o leaded gasoline from Lei 2,327.27 / 1,000 litres to Lei 1,948.23 / 1,000 litres;
o diesel fuel from Lei 1,897.08 / 1,000 litres to Lei 1,518.04 / 1,000 litres.
• The increase of excise duty on cigarettes from Lei 430.71/ 1,000 cigarettes in 2016 to Lei
439,94/ 1,000 cigarettes in 2017, with an increasing trend in the next 5 years, up to Lei
485.72/ 1,000 cigarettes in 2022.
• “super-excise” on motor fuels has been eliminated from January 2017

MICROENTERPRISES
• The increase of the revenues’ threshold as at 31st of December of the previous fiscal year
from Euro 100,000 to Euro 500,000, for a company to qualify as a micro-enterprise.
• Elimination of the special corporate tax, starting with August 1st 2017, for the entities
taxed under Law no.170/2016 (restaurant, bars, catering, accommodation activities –
HoReCa industry) whose revenue as at 31st of December 2016 range between Euro
100,001 and Euro 500,000, and application of tax on the revenue of microenterprises
from that date on.
• It is eliminated the income tax of 2% for micro-enterprises having one employee. Thus, in
the case of micro-enterprises the income tax will be:
o 1% for micro-enterprises that have at least one employee
o 3% for micro-enterprises without employees.

PERSONAL INCOME TAX
• It is eliminated the tax payable by individuals who obtain income from wages as a result of
carrying out the activity on the basis of the employment contracts concluded for a period
of 12 months, with legal entities conducting seasonal activities from the ones specified at
art. 1 of Law No. 170/2016 (restaurant, bars, catering, accommodation activities –
HoReCa industry).
• The cost for the subscription to medical services, as well as the voluntary health insurance
premiums, covered by employers, can be deducted for the purpose of the salary income
tax computation, within an annual threshold of EUR 400.
• For real estate transactions - sales of buildings and land concluded starting with
01.02.2017 - the income obtained by individuals from the transfer of ownership, will not
be taxable up to Lei 450,000. For income exceeding the threshold of 450,000 Lei, a tax of
3% shall be applied.
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SOCIAL CONTRIBUTIONS
• There are eliminated the provisions regarding the caps representing the value of 5 times
gross average salary related to the calculation of the monthly taxable base of: the pension
contributions (CAS) due at the level of the employee (10.5%) and employer (20.8% /
15.8% / 25.8%), as well as the cap applicable for the individual health insurance
contribution (CASS) for salary income.
• The cap representing the value of 5 times gross average salary related to the calculation
of the monthly taxable base of CAS and CASS is maintained for:
o individuals obtaining income from independent activities, and
o individuals obtaining income from intellectual property rights for which the tax is
withheld by the payer of the income.
• The cap representing the value of 5 times gross average salary related to the calculation
of the monthly taxable base of CASS is maintained for:
o individuals obtaining pension income,
o individuals obtaining income from a joint venture with a legal person,
o individuals obtaining income from rights disposal;
o individuals obtaining income from agricultural activities, etc.
For the income from investment (including dividends) and income from other sources:
o it is eliminated the cap representing the value of 5 times gross average salary
related to the calculation of the monthly taxable base of CASS,
o the provisions applicable in 2016 continue to apply: the health insurance
contribution (CASS) is not payable if the individual obtains income from salaries,
pensions, indemnities for unemployment, etc., including income from intellectual
property rights.
• The monthly calculation base for social insurance contributions (pension) and health
insurance contributions, due by employers and those treated as such, is set at the level of
the minimum gross salary for individuals whose monthly gross salary income is below
the minimum gross salary; the new amendments apply to certain categories of employed
individuals.
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OTHER CHANGES
• It is eliminated the tax on constructions of 1%; taxpayers having obligation of filing and
paying the construction tax are required to submit the Declaration 010 until January 15,
2017, in order to be excluded from tax record evidence.
• The introduction of the specific tax for legal entities carrying out hosting and/or
restaurant activities, Law No. 170/2016.

• Starting from 1st of January 2017, local taxes set as fixed amounts or calculated on the
basis of these fixed amounts, will be indexed to inflation annually by local councils by 30th
of April not every 3 years as previously stated by Government Decision.
• The fiscal statements, except for those to be submitted by individuals, shall be filed with
the fiscal authorities only electronically, starting with the statements for January 2018.
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Taxation of individuals
Personal income tax
Romanian citizens domiciled in Romania are taxed on their worldwide income (except for
salaries income received for work performed abroad, if certain conditions are met).
Romanian citizens not domiciled in Romania and non-resident individuals that become tax
residents in Romania, are taxed on their worldwide income (while respecting the provisions
of the Double Tax Treaties, where applicable), starting with the date when they become tax
residents in Romania.
A resident individual is any person who is domiciled in Romania, or has his/her center of vital
interests in Romania, or is present in Romania for a period or periods exceeding a total of 183
days, during any 12 consecutive months ending in the calendar year concerned, or is a
Romanian citizen who works abroad as an official or as an employee of Romania in a foreign
state.
Romanian resident individuals domiciled in Romania, who prove change of residence to a
state which has not signed a Double Tax Treaty with Romania, continue to be taxable in
Romania on their worldwide income for the calendar year in which the change of residence
occurs, as well as for the next three calendar years.

Requirements for filing and payment
Taxpayers, with certain exceptions, must file an annual income tax return within the tax
authorities by 25th of May of the following year.
In case of taxpayers obtaining throughout the entire fiscal year only income derived from
salary, their employers fulfill the tax obligations by withholding the income tax and paying it
on a monthly basis.
The foreign individuals performing activities in Romania based on foreign employment
agreements have to submit a monthly income statement and pay monthly income tax.
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Categories of income subject to taxation
A flat tax rate of 16% applies to the following categories of income:
•
•
•
•
•
•
•
•

Salary income
Income from independent activities: freelancing activities and intellectual property rights
Rental income
Pension income
Income from investments
Agricultural income
Prizes and gambling
Income from real estate transactions

Salary income is income in cash and / or in kind received by individuals based on
employment agreements, services relation, detachment or on a special status provided by
the Law. Certain types of income are also treated and taxed similar to salaries including
remuneration paid according to non-competition clauses and other taxable benefits such as:
• holiday tickets;
• meal tickets;
• gift tickets, except for those granted by employers for special dates (Easter, 1st of June,
8th of March) both to its employees and their children which are non-taxable salary
income within the limit of Lei 150/ person.
• nursery tickets;
• amounts representing compensatory payments;
• private use of company cars and telephones, except for the benefits in kind represented
by the personal use of vehicles for which expenses are only 50% deductible for corporate
tax purposes which are non-taxable salary income
• remuneration received by Directors according to mandate agreements concluded based
on the provisions of Company law;
• fees received by members of the General Meeting of Shareholders, the Management
Council, the Board of Directors and the Supervision Council.
The 16% tax is computed on the difference between the net salary income (calculated as the
gross income minus the social contributions) and the following:
• personal deduction granted for the respective month (applicable only in case of revenues
higher than Ron 3,000 and varying depending on the value of the income and the number
of people who are under the taxpayer's support);
• union subscription paid in the respective month;
• contributions for the optional schemes for occupational pensions, not exceeding Euro 400
at the end of the year;
• cost for the subscription to medical services, as well as the voluntary health insurance
premiums, covered by employers, within an annual threshold of Euro 400.

The employers must calculate and withhold the tax and pay it to the State Budget no later
than the 25th of the month following the month for which the salary is paid.
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Income from independent activities (self employment) includes mainly the following:
• income from production, commercial, freelance activities including liberal professions
(revenues obtained from exercising professions such as doctors, lawyers, notaries,
technical and accounting experts, certified accountants, financial auditors, fiscal
consultants, architects, translators, athletes, etc.), and
• income from intellectual property rights.
Income from freelance activities is assessed, under the real system, on the basis of the
bookkeeping entries. Net income is calculated as gross income minus deductible expenses,
taxpayers having the obligation to fill in the Fiscal Register.
Some categories of freelancers, are taxed on the basis of a fixed income annual quota,
communicated by the regional tax authorities each year.
Freelancers must perform anticipated tax payments, for the tax due during the fiscal year, on
a quarterly basis, by the 25th of the last month of each quarter. The annual income tax
return is to be filed by the 25th of May the following the year when the income was
generated.
Intellectual property rights is assessed on the basis of the declaration submitted to the tax
authorities.
Intellectual property rights must be calculated, withhold and paid 10% of tax in advance.
Receivers have to include the income in their annual statement, which is the basis on which
the tax authority sets the amount of the final tax (at a rate of 16%).
The taxable basis for the income earned from intellectual property rights can be calculated as
gross income minus a lump sum equal to 40% of the gross income less any mandatory social
charges paid.
When signing the contract, there is also the possibility to opt for a final 16% withholding tax
on the gross income.

Rental income represents the income (cash or in kind) earned by the owner during the year
as stipulated in the rental agreement, which is mandatory to be registered with the local tax
authorities in 15 days after it is concluded.
The taxable amount is determined by deducting a 40% expense quota from the gross
income. The net taxable income is then taxed at a flat rate of 16%. Individuals earning such
income have to make quarterly advance tax payments during the fiscal year, except for the
ones obtaining income from renting out rooms (up to 5 rooms) in their own homes for
tourism purposes, case where the tax is payable in two annual installments - by 25 July and
25 November.

Income earned by taxpayers from more than five rental contracts and income from renting
out more than five rooms for tourism purposes is considered income from independent
activities and taxed accordingly.
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Income from pensions is taxable at a flat tax rate of 16% for the amount higher than Lei
2,000 per month and mandatory social contributions are deductible. The tax computed for
pension is withheld on the date of actual payment of the pension and remitted to the state
budget by the 25th of the following month.
Income from investments is taxable and include dividends, interest income, capital gains,
income from liquidation of a company.
Dividends income:
• 5% tax rate applicable to dividends distributed to resident individuals;
• the withholding tax for non-resident individuals is either 5% or a more favorable rate if a
double tax treaty is applicable;
• the tax calculated, withheld, and paid by the payer of dividend by the 25th of the month
following the dividend payment. In case of dividends distributed but not paid until the end
of the year, the tax is payable by 25th of January of the following year.
Interest income:
• 16% tax rate applicable to interest income;
• the withholding tax for non-resident individuals is either 16% or a more favorable rate if a
double tax treaty is applicable;
• the tax calculated, withheld, and paid by the payer of interest by the 25th of the month
following the interest payment.
Capital Gains:
• represent the positive difference between the sale price and the purchase price of
different types of securities minus related costs incurred.
• in case of capital gains from the transfer of securities, other than derivatives, the taxable
amount is determined, at the date of the transaction or payment, depending on the
transaction, by the intermediary or by the income beneficiary, when the transaction is not
performed through an intermediary or when the intermediary is not a Romanian fiscal
resident;
• in case of gains from the transfer of derivatives, the taxable amount is determined, at the
end of the fiscal year, by the intermediary or by the income beneficiary, when the
transaction is not performed through an intermediary;
• the capital gains are generally taxed at 16%, regardless of the holding period of shares;
• in case of gains from sale-purchase transactions of foreign currencies with subsequent
term settlements, the anticipated tax rate of 16% is computed and withheld by the
intermediary of the transactions, upon finalization of the operation.
• the tax of 16% is calculated by the tax authorities based on the annual tax return.
Income from liquidation of a legal entity is taxed at 16%.
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Income from agricultural activities exceeding certain limits established by the Fiscal Code is
due for the following:
• farming in greenhouses, conservatories especially designed for these purposes and / or in
irrigated systems and selling flowers and vegetables;
• farming and selling shrubs, decorative plants and mushrooms;
• vineyard and fruit farming;
• the sale of unprocessed agricultural products to specialist units;
• raising and exploiting livestock, including capitalization of animal products in their natural
state;
• forestry and fisheries - same tax treatment as income from independent activities.
Agricultural income derived from the exploitation of products in their natural state is
determined on a fixed income quota basis while agricultural income derived from capitalizing
products in any state other than the natural one is subject to the same treatment as income
from independent activities.
The tax is computed by levying 16% on the taxable income.
The deadlines set for the payment of income tax related to income derived from agricultural
activities taxable based on fixed income annual quota are 25 October and 15 December.
Income from prizes and gambling
Tax on income from prizes is withheld at source and determined by levying 16% on the
amounts exceeding Lei 600 paid for each prize.
Income from
of:




gambling activities is subject to income tax withholding at source with a rate
1% for amounts not exceeding Lei 66,750;
Lei 667.5 + 16% for amounts between Lei 66,750 – Lei 445,000;
Lei 61,187.5 + 25% for amounts exceeding Lei 445,000.

The tax is payable by the 25th of the following that in which it was withheld. The payer of the
income has the obligation to compute, withhold, and pay the tax, which is final.
Income from gambling obtained in Romania by non-residents is subject to withholding tax
with an income tax rate of 1%, except for the income from on-line gambling, slot-machines,
lottery tickets and poker tournaments for which individuals have to submit to the competent
tax authorities a tax return regarding the income obtained, for each tax year, by 25 May of
the year following that in which the income was obtained.
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Income from real estate transactions
• Starting with 1 February 2017 the income obtained by individuals from the transfer of
ownership over land and buildings is tax exempted up to Lei 450,000.
• For income exceeding the threshold of Lei 450,000 a tax rate of 3% shall be applied.
• The following income is tax exempt:
o income obtained from the transfer of ownership right over a real estate by
inheritance, if the inheritance is finalised within 2 years; otherwise the income is
taxed with 1%;
o income obtained through donation between relatives of up to 3rd degree or
spouses of ownership right over a real estate;
o income obtained from transfer of ownership right over immovable for which the
ownership right was re-constituted for the benefit of the transferor according to
the law;
o Income obtained in the case of acts of voidance with retroactive effect for acts of
transfer of ownership over real estate properties;
o Income from the transfer of the ownership right from the personal patrimony,
under the provisions of Law no. 77/2016 on the payment of real estate property
in order to settle obligations under loans, only for a single payment transaction.
• Income tax due for transfer of ownership is withheld by the public notary and calculated
at the value declared by the parties in the agreements. If this value is lower than the
estimated value established by the expert appraisal conducted by the Chamber of Public
Notaries, the notary must notify the fiscal authorities. The tax must be paid by the 25th of
the month following that in which the income was received and the tax was withheld.
Other income
• The obligation to calculate, withhold and pay income tax (16%) lies with the income
payer, the tax being final.
• The following types of taxable income are included in this category:
o insurance premiums incurred by a company for the benefit of individuals with
whom they have no employment relationship;
o gains on depreciation withdrawals, received from insurance companies as a result
of insurance contracts concluded between the parties;
o income granted to retired, former employees, in the form of discounts for goods,
services and other entitlements, according to clauses in employment agreements
or under special laws;
o income derived by individual taxpayers in the form of fees from commercial
arbitration, etc.
• The tax is payable by the 25th of the following that in which it was withheld.

– Romania – Business Review 2017 –

43

Tax-exempt income
The main categories of tax-exempt income are:
• Aids, allowances and other forms of special-purpose support received from the state
budget, social security state budget, special fund budgets, local budgets and other public,
including those from non-reimbursable external funds, as well as allowances of the same
nature received from non-governmental organizations, according to their own statutes,
or from other persons;
• Allowances for temporary work incapacity granted, according to the law, to individuals,
other than those who receive income from salaries and assimilated to salaries;
• Allowances for maternity leave, maternity risk, child care and sick child care leave;
• Allowances and any other amounts of the same nature received by employees during
delegation / secondment, in Romania or abroad for business purposes, are limited to 2.5
times the level set for employees of public institutions, as well as amounts received to
cover transportation and accommodation expenses incurred;
• sponsorship and donations;
• inheritance;
• income from the sale of movable assets from personal patrimony (with the exception of
those described as “capital gains”).
Individuals who are tax exempt
• Seriously disabled individuals for income obtained from salaries, independent activities ,
pensions, agricultural activities, forestry and fisheries;
• Individuals who obtain salary income from software design and development, where
some criteria need to be met both by the employer and the employee;
• Individuals who obtain salary income from projects of research & development and
innovation;
• Individuals who obtain salary income as a result of carrying out the activity on the basis
of the employment contracts concluded for a period of 12 months, with legal entities
conducting seasonal activities (restaurant, bars, catering, accommodation activities –
HoReCa industry).

Verification of the personal tax status
The central fiscal body has the right to carry out a tax inspection of the taxable individual’s
entire personal income tax status.
A personal income tax status means all rights and obligations of patrimonial nature, cash
flows and other elements that are likely to determine the actual tax status of the individual
during the verified period.

In case an income tax inspection is initiated, its duration may not exceed six months, or
twelve months in case of information required from abroad.
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During the income tax inspection the fiscal authorities may require the taxpayer to submit a
patrimony and income statement. The deadline for submitting this statement depends on
the moment when the fiscal body requests it:
• if the request is made simultaneously with the communication of the inspection notice,
the statement must be filed in term of 60 days;
• if the request is made during the tax inspection, the statement must be submitted in
term of 15 days from the request.
Failure to submit the above statements, is attracting for the taxpayer a fine amounting
between Lei 10,000 and Lei 50,000.

Social security system
The Romanian social security system covers three main areas: pension, health insurance
and unemployment. The contributions due to the State Budget differ depending on the type
of income obtained.

Social contributions due on employment income
Under Romanian employment regulations, both employer and employee are required to
contribute to the social security system.
Employee Contributions are:
• Social Security Fund (pension contribution): 10.5% on the gross monthly income (no
st
longer capped, starting with 1 of February 2017 at five average gross salaries, i.e. 5 x Lei
2,681);
• Health Fund (health insurance): 5.5% on the gross monthly income (no longer capped,
st
starting with 1 of February 2017 at five average gross salaries, i.e. 5 x Lei 2,681);
• Unemployment Fund: 0.5% on the gross monthly income.
Employer Contributions are:
• Social Security Fund (pension contribution): either 15.8%, 20.8% or 25.8% of the total
salary fund, depending on working conditions (no longer capped, starting with 1st of
February 2017, at five average gross salaries multiplied by the number of insured
individuals in the company);
• Health Insurance Fund: 5.2% of the total salary fund (no longer capped, starting with 1st
of February 2017, at five average gross salaries multiplied by the number of insured
individuals in the company);
• Medical leave: 0.85% of the gross salary fund (limited at 12 minimum gross salaries (12 x
Lei 1,450) multiplied by the number of employees covered by this contribution);
• Guarantee Fund: 0.25% of the gross salary fund;
• Unemployment Fund: 0.5% of the gross salary fund ;
• Work accidents, risk insurance and occupational disease fund: from 0.15% to 0.85%,
depending on the risk classification.
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Employees’ contributions are to be computed, withheld and paid to the State Budget by
employers by 25th of the month following the reporting month.
Starting with 2011, a single tax return (Form 112) is to be filled out for income tax and social
security contributions.
In case of employees performing activities in Romania and obtaining income from salaries
from non-resident employers the declaration and payment obligations in relation to
mandatory social contributions are due as follows:
• if there is an agreement between the employee and a non-resident employer in relation
to the payment of social security contributions, the employee is required to declare and
pay the social security contributions due by the individual and by the employer;
• if there is no agreement between the employee and a non-resident employer which has
no registered office or representative office in Romania and is required to pay social
security contributions in Romania, the employer is required to declare and pay the social
security contributions owed as an employer, as well as to withhold, declare and pay the
social security contributions owed by the individual, either directly or through a tax
representative.

Contributions due for income obtained from freelancing activities – pension and health
insurance contributions are mandatory
• For the social security contribution (pension) related to the income from freelance
activities assessed under the real system the monthly basis represents 35% of the average
gross salary. The monthly basis for the social security contribution is reassessed in the
following year as the difference between the gross income earned and the expenses
incurred with freelancing activities, excluding the costs of the social contribution,
proportionate with the number of months in which the activity was carried out. The
monthly basis cannot be lower than 35% of the average gross salary, or higher than the
equivalent of 5 times the average gross salary.

• For the social security contribution (pension) related to the income from freelance
activities taxed on the basis of a fixed income annual quota the monthly basis represents
the income annual quota referring to the number of months in which the activity is
carried out and cannot be lower than 35% of the average gross salary in force in the year
for which the anticipated payments are settled, or higher than the equivalent of 5 times
the average gross salary.
• For the health insurance contribution related to the income from freelancing activities the
basis represents the positive difference between gross income earned and the expenses
incurred for the purpose of carrying out the freelancing activity, excluding the costs of the
health insurance contribution under the real system or the annual income quota, as the
case may be, referring to the number of months in which the activity was carried out on
each source of income, but cannot be higher than the equivalent of 5 times the average
gross salary.
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Other types of income
For income derived from investments and other sources, health insurance contribution is
not due if other types of income for which health insurance contribution is already due, such
as salary or independent activities. Moreover, for income from investments and other
sources, the health insurance due is computed at the total value of the income starting with
February 2017 (i.e., no cap applicable).
The health insurance contribution for pension income is supported from public funds
starting with February 2017.The amount of contribution may be computed differently
depending on the type of income derived.
The level of the health insurance contribution represents 5.5% of the taxable income.
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Corporate income tax
Tax on profit
Subject to tax on profit are the following:
• Legal entities tax resident in Romania;
• Foreign legal entities doing business in Romania through permanent establishments;
• Foreign legal entities which derive revenues from or in connection with real estate
transactions, from exploitation of natural resources located in Romania, or from
transactions of shares held in Romanian legal entities.
** A company is tax resident if it is incorporated in Romania, its place of effective
management is located in Romania or has a registered office in Romania and it is
incorporated in accordance with the European legislation.
Tax year: the calendar year or the period during which the entity existed if it was set up or
ceased to exist during the calendar year; taxpayers can opt for the fiscal year corresponding
to their financial year when this is different from the calendar year, and are also allowed to
return to the calendar year after implementing the change.
Rates:
•

The standard tax on profit rate is 16%;

•

For nightclubs, bars and entities involved in gambling activities the applicable tax rate is
the higher between 5% of revenues obtained from such activities and 16% of taxable
profit;

•

Representative offices are subject to an annual tax equal to the equivalent in Romanian
lei of EUR 4,000, payable in two installments.

Romanian not-for-profit organizations, trade-unions or employers associations are exempt of
paying profit tax on revenues derived from members’ fees, contributions, donations
received, interest resulted from bank-depositing the above-mentioned funds, etc. For
incomes obtained from economic activities, the exemption for profit tax applies up to a
maximum limit of Euro 15,000 / fiscal year, but not more than 10% of the total non-taxable
income.
Tax incentives
•

Accelerated depreciation: the Tax Code contains measures allowing companies to claim
accelerated depreciation in certain circumstances.

•

The Tax Code allows sponsorship expenses to be claimed as a credit against tax on
profit, subject to certain limitations.

Under the Sponsorship Law, “sponsorship” is defined as “the juridical deed by which two
persons agree upon the transfer of the ownership right upon certain material goods or
financial means, in order to support the activity without lucrative scope, carried out by one of
them.”
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The tax credit for sponsorship expenses is limited to the lower of the following:
•

0.5% of the company’s turnover;

•
20% of the corporate income tax due.
Sponsorship expenses that were not used for obtaining a tax credit can be carried forward
for seven consecutive years.
Reinvested profit in the production and/or acquisition of certain technological equipment,
computers and peripherals, tax registers, control and billing machines, as well as software
and the right to use software, is exempt from tax.

The reinvested profit represents the balance in the profit-and-loss account, which is the
difference between the total income and total expenses booked in the trial balance of the
company beginning with 1 January of the year in which such assets are commissioned.
The assets must be retained for at least half of their useful economic life, but no longer than
five years, with certain exceptions (for example, cases in which the assets are destroyed, lost
or stolen).
In addition, the accelerated depreciated method cannot be used for the respective assets.
Innovation and research and development, as well as ancillary activities: new exemption
from tax on profit, effective from 1 January 2017. It applies for the first 10 years of activities
to taxpayers that exclusively undertake innovation and research and development, as well as
ancillary activities.
Research and development costs: an additional allowance granted for research and
development activities equals 50% of eligible costs under certain conditions.
Taxable base
The taxable profit of a company is calculated for a fiscal year from the accounting profit to
which certain adjustments are made:
• non-taxable income, tax deductions, elements similar to expenses which are deducted,
• non-deductible expenses and elements similar to income which are added.
Non-taxable income include the following:
• Dividends received from a Romanian company;
• Dividends received from a foreign legal entity subject to tax on profit or a similar tax
located in a state with which Romania has entered into a Double Tax Treaty, dividends
received from an EU resident subsidiary and dividends received by a Romanian
permanent establishment of an EU company, if the receiving Romanian entity holds at
least 10% of the share capital of the foreign entity for an uninterrupted period of at least
one year;
• Income from the value of new participation titles or from increases in the value of existing
shares held in other companies, resulting from the incorporation of reserves, premiums,
profits and similar items;
• Revenues from the reversal, recovery and recharge of expenses and provisions that were
previously considered to be non-deductible;

– Romania – Business Review 2017 –

49

• Income from the cancellation of reserves booked as a result of the contribution in kind to
the share capital of other legal entity or as a result of increasing the share capital of other
legal entity;
• Deferred tax income booked by taxpayers who apply the IFRS;
• Income booked in relation to a revaluation surplus for non-current assets within the limit
of a previous impairment;
• Non-taxable income expressly provided by agreements and memorandums approved by
law;
• Capital gains from the valuation/ revaluation/ sale/ assignment of shares held in a
Romanian or foreign legal entity located in a state with which Romania has in place a
Double Tax Treaty, if the ownership conditions are fulfilled (at least 10% of the share
capital, for an uninterrupted period of minimum 1 year);
• Income obtained from the liquidation of other Romanian legal entities or foreign legal
entities located in countries with which Romania has entered into a Double Tax Treaty, if
the ownership conditions are fulfilled, (at least 10% of the share capital, for an
uninterrupted period of a minimum 1 year);
• Income derived from a permanent establishment in a country with which Romania has
entered into a Double Tax Treaty that provides the exemption method for the elimination
of double taxation.
Expenses, from the deductibility point of view, may be deductible expenses, expenses with
limited deductibility and non-deductible expenses.
As a general rule, expenses are deductible if they are incurred for business purposes.
Deductible expenses include the following:
• Salary expenses and expenses assimilated to salary, subject to the exceptions provided by
the law;
• Registration taxes, subscription and contributions to commercial chambers, employer
organisations and syndicates;
• Advertising expenses for promoting the company, products or services;
• Transport and accommodation expenses for business trips in Romania or abroad;
• Research expenses and development expenses which are not booked as intangibles;
• Expenses with assigned receivables according to the law;
• Commercial penalties;
• Expenses with the impairment of shares and bonds under certain conditions.
Expenses with limited deductibility include the following:
• Entertainment (protocol) expenses, up to the limit of 2% of the accounting profit,
adjusted by corporate income tax and entertainment expenses;
• Social expenses up to the level of 5% of the salaries fund;
• Interest expenses and foreign exchange losses;
• Expenses with meal tickets and holiday vouchers granted by the employers, within the
limits provided by law;
• Expenses with respect to shrinkage of goods and to perishable goods (goods on which a
company might incur losses for various reasons, such as from damage suffered during the
transport of the goods), which are deductible within the limits set by a government
decision;
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• Expenses with technological losses, included in the own consumption norm, required for
the manufacture of a product or the provision of a service;
• Depreciation of assets under fiscal depreciation rules, within the limits provided by law;
• Expenses with provisions and reserves;
• 50% of car*-related expenses not used solely for business purposes;
Expenses are fully deductible for vehicles used for: emergencies, security services, courier
services, remunerated services (e.g. taxi) or vehicles used by sales or acquisition agents;
• Depreciation expenses of the cars* (max. 3,500 kg, max. 9 seats) are deductible within the
limit of Lei 1,500 per month;
• Expenses for the operation and maintenance of cars used management or administrative
personnel, limited to one vehicle per person;
* Cars ~ max. 3,500 kg, max. 9 seats
Non-deductible expenses include the following:
• Domestic profit tax expenses and profit tax paid in foreign countries;
• Withholding tax born by the Romanian taxpayer, which was not withheld by the
Romanian taxpayer from non-residents’ income;
• Deferred tax expenses;
• Fines, interest and penalties due to the Romanian or foreign authorities, except for those
related to commercial agreements concluded with state authorities;
• Expenses with damaged or missing goods, with certain exceptions;
• Expenses in favor of shareholders, other than those related to goods or service provided
by the shareholders at market value;
• Expenses related to non-taxable revenues (specific computation method provided if such
expenses cannot be clearly identified);
• Expenses incurred from management, consultancy, assistance or other supply of services,
performed by a non-resident located in a state with which Romania does not have a legal
instrument for exchange of information, if the transaction is artificial;
• Expenses relating to insurance, other than insurance relating to assets owned by the
company and risks related to the company’s activity;
• Expenses with written-off receivables, for the part not covered by tax provisions. Under
certain conditions, such expenses are fully deductible;
• Sponsorship expenses; however, a tax credit may be claimed in amount of the lower
between 0.5% of the turnover and 20% of the tax on profit liability. The tax credit can be
carried forward for the next seven years.
• Taxes, contributions and subscriptions to non-governmental organisations or professional
associations in connections to taxpayers’ economic activity, up to the limit of EUR 4,000
per year;
• Expenses in the accounting records based on a document issued by a taxpayer declared
inactive according to the provisions of the Fiscal Procedure Code, except for purchases of
goods carried out under the forced execution procedure and / or purchases of goods /
services from taxable persons in bankruptcy proceedings;
• Expenses related to corruption deeds ;
• Expenses related to the evaluation/ revaluation of participation titles, if the non-taxable
income is obtained.
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Reserves and provisions
Reserves and provisions may be deductible for corporate income tax purposes, within certain
conditions, as follows:
• The legal reserve up to 5% of the accounting profit adjusted with tax on profit expenses
until it reaches a fifth of the share capital;
• Performance guarantee provisions deducted on a quarterly/ annually basis, under certain
conditions;
• Bad debts provisions:
i.
within the limit of 30%, if the receivables simultaneously meet the following
conditions:
o Not collected for a period exceeding 270 days from the due date;
o Not guaranteed by another person;
o Due by a non-related party;
ii. within the limit of 100%, if the receivables simultaneously meet the following
conditions:
o The bankruptcy procedure is opened for the debtor – legal entity and a
court decision is available in this respect (specific conditions if the debtor
is an individual);
o Not guaranteed by another person;
o Due by a non-related party.
• Technical provisions set-up by the legal entities, private or voluntary pension funds
administrators;
• Risk provisions for financial market operations, set-up as per the regulations of the
National Commission for Securities;
• 1 %/ 10% (onshore & offshore shallow water / offshore deep water) decommissioning
provision on the accounting profit of E&P operations;
The reduction or cancellation of a provision / reserve previously deducted is included in the
taxable income, irrespective if such reduction / cancellation is due to the change of its
destination, its distribution or the reorganization of the taxpayer (under certain
circumstances).
Reserves from the revaluation of fixed assets, including land, performed after 1st of January
2004, which are deducted for tax on profit purposes through tax depreciation or at the
moment when the assets are written-off, are taxable at the moment when the tax
depreciation is deducted or upon disposal of the related assets.
Reserves from tax incentives cannot be used for share capital increase, distribution or cover
of losses.
Expenses related to interest and net foreign exchange losses
The deductibility of interest expenses and net foreign exchange losses related to loans is
limited under the criteria detailed below.

Such limitations do not apply to interest expenses and net foreign exchange losses related to
loans granted by credit institutions, non-banking financial institutions or lease companies.
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Interest expenses capitalized in the acquisition/ production cost of an asset with a long
production cycle do not fall under the below mentioned rules.
Interest
Deductibility of interest is first limited to 4% for foreign currency loans and to the level of the
interest rate of the NBR corresponding to the last month of the quarter for loans
denominated in Lei, applicable to each loan. The interest non-deductible after the application
of this rule are permanently non-deductible.
Further interest expenses and the net foreign exchange losses related to long term loans are
wholly deductible if the debt-to-equity ratio of the borrowing company is within the range
between zero and 3. If the debt-to-equity ratio is 3 or greater or if the equity is negative,
interest expenses are non-deductible, but they can be carried forward for an unlimited
period until full deductibility.
Debt-to-equity ratio is calculated as the ratio between the average long term debt at the
beginning and the end of the fiscal period and the average equity at the beginning and the
end of the fiscal period.
When calculating the D/E ratio:
• the debt element is composed by the total long terms loans, other than credits from
financial institutions, including the leasing, and
• the equity element includes the share capital, legal reserves, other reserves, nondistributed profit, current year result, and other elements of equity.
Foreign Exchange differences
In accordance with the Romanian Fiscal Code, unrealized foreign exchange differences on
monetary items are recognized on an monthly basis and are taxable or deductible.
The net FX losses related to long term loans are subject to the deductibility restrictions, as
detailed above, the same as the interest deductibility.
Fiscal Depreciation
Fiscal depreciation is calculated based on the asset’s fiscal value and useful life for tax
purposes, using the tax depreciation method provided by the tax law.
The fiscal value of the asset is usually the entry value (e.g. acquisition price, production cost,
etc.) of the assets, which also includes any valuations performed for accounting purposes.
Three depreciation methods are available:
• straight-line method - the depreciation rate is applied to the fiscal value of the fixed
asset
• accelerated depreciation - in the first year of use, the tax depreciation can be up to 50%
of the fiscal value of the fixed asset; for the subsequent years of use, the tax depreciation
is computed by dividing the remaining fiscal value of the asset by the remaining useful life
of the asset;
• reducing balance method - the straight line depreciation rates are multiplied by one of
the following coefficients: 1.5 if the useful life is between 2 and 5 years; 2 if the useful life
is between 6 and 10 years; 2.5 if the useful life is more than 10 years.
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Generally, straight line or reducing balance methods can be used for tax depreciation
purposes, with the following exceptions:
• Buildings should be tax depreciated using the straight line method;
• Machinery, tools and installations, computers and peripherals, as well as patents can be
depreciated using the accelerated or reducing balance method;
• Equipment used in R&D can be depreciation using the accelerated depreciation method
The expenses related to the acquisition of patents, copyrights, licenses, trademarks or
production marks and other intangible assets recognized for accounting purposes except for
set-up costs, goodwill, intangible assets with indefinite useful life and development expenses
should be tax depreciated using the straight line method over the period of the contract or
the period of use, as the case may be.
Expenses related to the acquisition or production of software should be tax depreciated
using the straight line method over a three-year period.
Land, goodwill and intangible assets with indefinite useful lives, among other assets, are not
tax depreciable assets.
Special provisions are applicable for the tax depreciation of the exploration and exploitation
expenses for energy & resources sector.

Fiscal Loss
Companies are allowed to carry forward fiscal losses for a period of seven years based on the
FIFO rule. The seven-year period only applies starting with 2009’s tax loss. For tax losses from
previous years, the carry forward period was five years.
Fiscal losses recorded by taxpayers which cease to exist following a merger or division may
be recovered by the newly established taxpayers or by those who take over the assets of the
absorbed or spin-off company, as applicable, proportional to the assets and liabilities
transferred to the beneficiary legal entity, according to the merger/spin-off project.
Foreign Fiscal Credit
Relief is provided by way of a credit for income taxes paid abroad based on the provisions of
a double tax treaty between Romania and the foreign state.
Capital gains
• The capital gains obtained by Romanian resident entities are included in ordinary profit
and taxed at 16%. Generally, capital losses related to sale of shares are tax deductible.
• Capital gains obtained by non-residents from the following transactions are subject to
16% tax on profit:
o Sale / rental of real estate located in Romania;
o Sale from shares in Romanian legal entities;
o Income from the exploitation of natural resources;
o Income from the sale of rights in relation to natural resources.
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Dividends
• Dividend payments by a Romanian company to another Romanian company are subject to
5% tax on dividend. They are non-taxable if the beneficiary holds for at least one year at
least 10% of the shares in the other company at the date the dividends are paid.

• 5% dividend tax rate applies on dividends paid to non-residents, whether individuals or
companies, unless a Double Tax Treaty is available and states a more favorable rate.
• Dividend payments made by a resident legal entity to an EU legal entity or EFTA legal
entity, are tax exempt if, among other conditions, it holds at least 10% of the Romanian
entity’s shareholding for a period of at least one year at the moment of distribution.
If the holding period condition is not fulfilled at the moment of distribution, the dividend tax
paid may be reclaimed when this condition is fulfilled.
• Payments made by a Romanian legal entity to any of its shareholders for goods or services
provided by the shareholders, above the market value of the transaction, are assimilated
to dividends from a tax point of view as well as the payments made for supply of goods
and services used for personal purposes by the company’s shareholders or associates.
• The tax on dividends must be withheld and paid to the state budget by the 25th of the
month following the payment of dividend. In the care where the dividends were
distributed, but not paid by the end of the year, the dividend tax must be paid by 25th of
January of the following year.
Interest and Royalties
• Interest and royalty payments by Romanian companies to other Romanian companies are
taxable income in the hands of the beneficiary with ordinary tax on profit.
• 16% tax rate applies on interest and royalty paid to non-residents, whether individuals or
companies, unless a Double Tax Treaty is available and states a more favorable rate.
• Under the EU Interest & Royalties Directive implemented in the Fiscal Code, interest and
royalty payments made by a resident legal entity to an EU or EFTA resident legal entity are
exempt from withholding tax in Romania if certain conditions are met.
When the taxpayer is a resident of a country with which Romania has concluded a double tax
treaty, the provisions of the treaty shall prevail.
For the purpose of benefiting from tax treaty protection, non-residents earning income from
Romania must provide to the Romanian paying company a fiscal residency certificate issued
by the tax authority of the country of residence.
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Profit tax returns and payment
Tax on profit liabilities should be computed, declared and paid on a quarterly basis by the
25th of the following month. This requirement applies only for the first three quarters of
the year.
Annual tax returns should be filed by the 25th of the third month following the reporting
year. This is also the deadline for the final tax payment.
Romanian banks and Romanian branches of foreign banks must apply a specific corporate
income tax system, with equal instalments made on a quarterly basis determined by the
prior year's corporate income tax and adjusted by the consumer price index. A year-end
regularisation is performed based on actual figures.
For not-for-profit organizations and taxpayers obtaining the majority of income from
agriculture, the deadline for the submission of the tax return and performing of related tax
is the 25th of the second month following the reporting year.

Specific deadlines apply to legal entities dissolved with / without liquidation during the tax
year.
Taxpayers may choose to submit and pay their annual income by making equal instalments
on a quarterly basis. The prepayments are computed based on the last year tax on profit
adjusted by the consumer price index. A year-end regularisation is performed based on
actual figures; the option for the prepayment system should be made at the beginning of
the tax year and it will be maintained for at least two consecutive years.
Late payment interest and penalties
Overdue tax liabilities to the State Budget are subject to late payment interest and
penalties. Starting with 1 January 2016, the level of the late payment interest is of 0.02%
per day, while the late payment penalty is of 0.01% per day.

– Romania – Business Review 2017 –

56

Transfer pricing
The transactions with Romanian affiliated parties must comply with the transfer pricing
legislation.
Definition of affiliated parties
According to the Romanian Tax Code, affiliated parties are defined as further detailed:
a) an individual is related with another individual if they are husband / wife or relatives up to
the third degree;
b) an individual is related with a legal person if the individual holds, directly or indirectly,
including the shares of related entities, minimum 25% of the value or number of shares or
voting rights of the other legal entity or if it effectively controls the legal entity;
c) a legal person is related with another legal person if it holds, directly or indirectly,
including the shares of related entities, minimum 25% of the value or number of shares or
voting rights of the other legal entity or if it effectively controls the other legal entity;
d) a legal person is related with another legal person if a third person holds, directly or
indirectly, including the shares of related entities, minimum 25% of the value or number of
shares or voting rights of the first two legal persons.
The obligation to prepare the transfer pricing file, as well as the deadline for submitting the
transfer pricing file will depend on the type of taxpayer and the threshold for different
categories of intra-group transactions, as further detailed:

i.

Annual obligation regarding the preparation of the transfer pricing file

The provisions regarding the annual obligation for the preparation of the transfer pricing file
are applicable to the large taxpayers which carry out intra-group transactions with a total
annual value equal to or higher than any of the following thresholds:
• EUR 200,000 for interest received/ paid for financial services;
• EUR 250,000 for services received/provided;
• EUR 350,000 for acquisitions/sales of tangible and intangible goods.
The transfer pricing file must be available in maximum 10 days from the date when the
corporate income tax declaration is due. The submission of the transfer pricing file shall be
made at the specific request of the tax authorities. The transfer pricing file may be requested
outside of a tax audit for large taxpayers that meet or exceed the thresholds indicated above.
ii.

Preparation of the transfer pricing file based on a specific request

The transfer pricing file will be prepared based on the specific request of the tax authorities
by the following taxpayers:
• large taxpayers for which the criteria mentioned within point i) above is not applicable;
and
• small and medium taxpayers
• which carry out intra-group transactions with a total annual value equal to or higher than
any of the following thresholds:
o EUR 50,000 for interest received/paid for financial services;
o EUR 50,000 for services received/provided;
o EUR 100,000 for acquisitions/sales of tangible and intangible goods.
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The deadline granted for the submission of the transfer pricing file can vary between 30 and
60 days. The deadline can be extended only once with a period of maximum 30 days. The
submission of the transfer pricing file will be made based on the specific request of the tax
authorities, within a fiscal inspection.
iii.

Documentation rules for other taxpayers

The taxpayers performing intra-group transactions for which the materiality thresholds are
lower than those described at the points above, have the obligation to document the
compliance with the arm’s length principle during a fiscal inspection, according to general
rules provided by the financial-accounting and fiscal legislation in force.
The transactions between related parties should be rendered applying the arm’s length
principle, otherwise the Romanian Tax Authorities may adjust the taxpayer’s revenues or
expenses, in order to reflect the market value.
For setting transfer prices, the following traditional pricing methods may be used:
comparable uncontrolled prices; cost plus; resale price methods.
When applying transfer pricing rules, the Romanian tax authorities also consider the OECD
Transfer Pricing Guidelines.

Taxpayers performing transactions with related parties may request the issuance of an
Advance Pricing Agreement (APA) from the National Agency for Tax Administration,
regarding the terms and conditions based on which the transfer prices should be determined
over a fixed period of time, for inter-company transactions.
Companies may request an Advance Tax Ruling be issued by the National Agency for Fiscal
Administration, after paying an established fee.
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Microenterprise tax
Tax rate
Romanian legal entities fulfilling certain conditions must pay microenterprise tax, which is
calculated by applying the following rates to the taxable revenues (where certain revenues
are exempt):
•

3% if the legal person has no employees;

•

1% if the legal person has one or more employees.

The reduced microenterprise tax rate of 1% applies also to newly established Romanian legal
entities that meet all of the following conditions:
•

They have at least one employee.

•

They are established for a period of more than 48 months.

•

Their shareholders or associates do not hold participation titles in other legal persons.

•

This reduced tax rate applies for the first 24 months since the registration date of the
Romanian legal persons.

Application of the microenterprises tax
The microenterprise regime applies to companies that obtained income of less than EUR
500,000 in the preceding year and that income was from activities other than banking,
insurance and reinsurance, capital market (except for intermediaries), gambling and activities
relating to the exploitation of oil deposits and gas.
It also applies if the revenues from consultancy and management are less than 20% of the
total revenues (less than EUR 500,000).
A company can choose to exit the microenterprise regime and become a corporate income
tax taxpayer if it has registered and paid share capital of Lei 45,000 (approximately EUR
10,000).
If during a tax year, a taxpayer assessed as microenterprise fulfills the conditions to become a
payer of tax on profit (for example, it has income exceeding EUR 500,000), it shall pay the tax
on profit based on revenues and expenses recorded from the beginning of the quarter in
which it no longer meets the conditions to qualify as a microenterprise.
A tax loss incurred by the taxpayer in the period in which the microenterprise income tax is
applied is not taken into account when computing the taxable result.
Fiscal losses incurred by legal entities before applying the microenterprise tax regime can be
carried forward until the company fulfills the conditions to become a tax on profit payer, but
only within the seven-year period stated by the law.
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Law on specific tax for some activities
Effective from 1 January 2017, instead of the tax on profit, a specific tax applies to Romanian
legal entities that perform certain activities in the hotels and accommodation, restaurant and
other food services, bars and beverage-serving sectors.
• The specific tax applies only to Romanian legal entities that on 31 December of the
preceding year performed one of the activities mentioned above, according to their
Articles of Incorporations, and that are not in liquidation.
• The computation of this specific tax is performed based on a distinct formula, which varies
depending on the type of activity, the useful surface used for performing the activity, the
rank of the place, etc.
• In the event that the taxpayer obtains income from other activities that are not subject to
this specific tax, the taxpayer must apply the tax on profit to such income.
• Taxpayers that applied the specific tax for some activities and previously incurred tax
losses have the right to recover those losses in the seven consecutive years from the date
on which they returned to the corporate income tax system. The period runs from the
date on which the tax loss was incurred.
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Taxation of non-residents
A non-resident is any foreign legal entity, any non-resident individual and any other foreign
entities, including undertakings for collective investment in transferable securities without
legal personality, not registered in Romania, according to the law.
Domestic legislation
Income earned by non-residents from activities performed in Romania or from income
sourced in Romania is subject to withholding tax 16%, respectively 5% for dividend income.
Income obtained by non-residents from Romania is subject to 50% withholding tax if the
revenue is paid to a state with which Romania does not have a legal instrument for exchange
of information and only if such income is paid in relation to artificial transactions.

Income obtained in by non-residents from Romania, whether it is received in Romania or
abroad, is subject to withholding tax and includes:
• dividends received from a resident ;
• interest, royalties and commissions received from a resident;
• interest, royalties or commissions paid by non-residents, if they have permanent
establishments in Romania and the interest / royalty / commission is an expense of those
permanent establishments;
• income derived from sports and entertainment activities performed in Romania;
• income from management and consultancy activities if these are obtained from a resident
or if the related expenses are those of a permanent establishment in Romania, but only
when Romania does not have a double tax treaty concluded with the residency state of the
income beneficiary or when the beneficiary does not present a proof of its fiscal residency ;
• income and fees representing remuneration received by foreign legal entities acting as
administrators, founders or members of the Board of Directors, of a Romanian company ;
• income from services rendered in Romania, excluding international transport and related
services ;
• income from independent professions performed in Romania - physician, lawyer,
engineer, dentist, architect, auditor and other similar professions - if they are obtained in
conditions other than through a permanent establishment or in a period or periods that do
not exceed a total of 183 days during any 12 consecutive month period ending in the
calendar year concerned ;
• prize income from contests organized in Romania;
• income from gambling, except for income obtained as a result of participation in online
gambling and poker tournaments;
• income obtained from liquidation of Romanian companies;
• income from the transfer of fiduciary property from the fiduciary to the non-resident
beneficiary in the fiduciary transaction.
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Tax on profit, in case of non-resident legal entities or personal income tax, in case of nonresident individuals applies to:
• income attributable to a permanent establishment in Romania;
• income derived from real estate located in Romania or from the sale of shares;
• income obtained from Romania by a legal entity or an individual resident in a state with
which Romania has concluded a double tax treaty from activities carried out by artists and
athletes;
• income of a non-resident individual from dependent activities in Romania;
• income and fees representing remuneration received by non-resident individuals acting as
administrators, founders or members of the Board of Directors, of a Romanian company;
• pension income exceeding the monthly threshold of Lei 2,000;
• income from the transfer of securities issued by Romanian legal entities obtained by nonresident individuals.
EU legislation
Romania has implemented in the tax legislation the provisions of the EU Parent-Subsidiary
Directive and Interest & Royalties Directive.
Dividends paid by Romanian company to a parent company, EU tax resident, are tax exempt
if, among other conditions, the shareholding quota is of minimum 10% and the holding
period is of at least one year.
Similarly, interest and royalties paid by a Romanian company to an affiliated company, EU
tax resident, are tax exempted if certain conditions are met. Two companies are affiliated if
there is a direct relationship of holding of minimum 25% for at least two years.
To claim the provisions of the EU Directives, the non-resident income beneficiary should
make available to the Romanian income payer a valid tax residency certificate and an
affidavit attesting the fulfilment of the conditions imposed by Directive (e.g. the holding
quota, the holding period, qualification within one of the legal forms provided, etc.).
Avoidance of double taxation
Where double tax treaties provide for different withholding tax rates than the domestic
legislation, the most favourable rates shall apply. Romania has signed over 87 treaties.
New double taxation treaties effective as of 1st January 2017 have been concluded with
several jurisdictions such as Hong Kong and United Arab Emirates.
To claim benefits under a double tax treaty, the foreign beneficiary has to provide the
income payer at the payment date with a tax residency certificate, valid for the year during
which the payments are made. The tax residency certificate is also valid during the first 60
days of the following year if the tax residency conditions have not changed.
Under the general anti-avoidance rule, the tax authorities may deny the application of the
double tax treaties if artificial transactions were carried out for the purpose of tax avoidance
and such transactions provided the taxpayer with a tax advantage.
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Compliance obligations
The Romanian entity making the payments to non-residents are liable to compute, declare,
withhold and pay the withholding tax by the 25th of the month following the date when the
payment was performed.
Gross-up mechanism
If the Romanian beneficiary bears the tax on behalf of the non-resident, the benefits of the
double tax treaties can no longer be claimed.
As such, the Romanian company should compute the withholding tax due using the gross-up
mechanism. This tax is a non-deductible expense at the level of the Romanian payer.
BEPS Project
Romania joined countries working with the Organisation for Economic Co-operation and
Development (OECD) and members of the G20 to develop the BEPS plan standards in order
to fight base erosion and profit shifting and to monitor the implementation of this package.
On 2 June 2016 the Romanian Government approved, through a Memorandum, the
country's adherence to the BEPS implementation Forum. This enables Romania’s
participation in the implementation of BEPS measures, as well as the local implementation of
these measures.
Country by Country Reporting
The provisions of the EU Directive 2016/881 dated 25 May 2016 were transposed into the
national legislation in June 2017, implementing the country-by-country (CbC) reporting
requirements.
The new CbC reporting provisions follow the OECD Base Erosion and Profit Shifting (BEPS)
Project Action 13 initiative.
The new law provides mandatory rules for companies that are part of multinational entity
groups and that qualify as parent companies having their fiscal residence in Romania, or any
other reporting entity that meets the conditions specified in the law, to submit an annual
report for each country. Romanian groups having a total consolidated income greater than
Euro 750 million in the year preceding the reporting fiscal year are required to prepare
annual CbC reports.
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Romania signed a number of 88 Double Tax Treaties with the following countries:

Albania
Algeria
Armenia
Australia
Austria
Azerbaijan
Bangladesh
Belarus
Belgium
Bosnia-Herzegovina*
Bulgaria
Canada
China
Croatia
Cyprus
Czech Republic
Denmark
Ecuador
Egypt
Estonia
Ethiopia
Finland
France
Georgia
Germany
Greece
Hungary
Hong Kong
Iceland
India

Indonesia
Iran
Ireland
Israel
Italy
Japan
Jordan
Kazakhstan
Kuwait
Latvia
Lebanon
Lithuania
Luxembourg
Macedonia
Malaysia
Malta
Mexico
Moldova
Montenegro*
Morocco
Namibia
Netherlands
Nigeria
North Korea
Norway
Pakistan
Philippines
Poland
Portugal

Qatar
Russian Federation
San Marino
Saudi Arabia
Serbia*
Singapore
Slovakia
Slovenia
South Korea
South Africa
Spain
Sri Lanka
Sweden
Switzerland
Sudan
Syria
Tajikistan
Thailand
Tunisia
Turkey
Turkmenistan
Ukraine
United Arab Emirates
United Kingdom
United States
Uruguay
Uzbekistan
Vietnam
Zambia

* - The DTT signed with F.S.R. Yugoslavia, in force since 1989, applies to Bosnia-Herzegovina,
and the DTT signed with F.R. Yugoslavia, in force since 1998, applies to Serbia and
Montenegro
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Rates for the representative Double Tax Treaties

Country

Australia
Austria
Belgium
Bulgaria
Canada
Cyprus
Czech Republic
France
Germany
Greece
Hungary
Hong Kong
Ireland
Israel
Italy
Japan
Luxembourg
Malta
Moldova
Netherlands
Poland
Portugal
Russia
Singapore
Spain
Switzerland
Turkey
Ukraine
United Arab Emirates
United Kingdom
United States
Non Treaty
EU - Parent-Subsidiary Directive
EU - Interest and Royalties Directive

Commission
(%)
X
X
5
X
X
5
X
X
X
5
5
X
X
X
5
X
5
10
X
X
0/10
X
X
X
5
X
X
X
X
12.5
X
16
X
X

Dividends
(%)
5/15
0/5
5/15
5
5/15
10
10
10
5/15
25/45
5/15
3/5
3
15
10
10
5/15
5/30
10
0/5/15
5/15
10/15
15
5
10/15
10
15
10/15
3
10/15
10
5
0*
X

Interest
(%)
10
0/3
10
0/5
10
10
7
10
0/3
10
15
3
0/3
5/10
10
10
0/10
5
10
0/3
10
10
15
5
10
10
10
10
3
10
10
16
X
0*

Royalties
(%)
10
3
5
5
5/15
5
10
10
3
5/7
10
3
3
10
10
10/15
10
5
10/15
0/3
10
10
10
5
10
0
10
10/15
3
10/15
10/15
16
X
0*

X - not stipulated
* - if certain conditions are met
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Local taxes
Building tax
A building is defined as any construction situated above or under the ground level, regardless
of its classification or use, and which has one or more rooms and its basic structural elements
are the walls and the roof, regardless of the materials with which they are made.
Starting with 1 January 2016, the computation method of the building tax was changed, by
taking into consideration the purpose for which the building is used: residential, nonresidential or mixed.
The applicable tax rates are as follows:
• residential – between 0,08% - 0,2% of the taxable value of the building;
• non-residential - between 0,2% - 1,3% of the taxable value of the building.
The building tax for mixed buildings is computed by adding the taxes due for the residential
part, respectively non-residential part of the building.
The above-mentioned rates are established by the relevant local tax authority, however their
value cannot exceed the above presented values by more than 50% (for each type of
building). Exceptions apply for cases where the value of the building is not declared
according to the legislative provisions (i.e. a revaluation report is not prepared and submitted
to the local tax authorities once every three years). In these cases, the local tax authorities
have the right to increase the tax rate to 5%, irrespective of the building’s purpose.
Tax exemption for buildings with touristic destination
Tax on buildings owned by individuals and legal entities which are used for rendering
seasonal tourism services, for a period of maximum 6 months during a calendar year is
reduced by 50% as of December 2016. The exemption applies for the tax year following the
one in which this condition is fulfilled.
Land tax
Land tax is established annually at a fixed amount per square meter, depending on the rank
of the locality where the land is located and the area or category of land use, in accordance
with the classification made by the Local Council.
Starting with 1 January 2016, this tax is due even for the land on which the buildings are
built.
Both building and land tax are paid twice a year, in equal installments, by 31 March and 30
September. A tax reduction of up to 10% is granted for full advance payment of this tax by 31
March.
Vehicle tax
Vehicle tax is payable by owners of vehicles, which should be registered in Romania. The tax
depends on the engine capacity or vehicle characteristics (e.g., number of axles, suspension
system, weight, etc.). The tax is payable annually, in two equal installments, by 31st of March
and 30th of September.
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Indirect taxes
The Romanian fiscal system describes the following main categories of indirect taxes:
the value added tax, the excises and customs duties.

Value Added Tax (VAT)
The Romanian VAT system is harmonised with
2006/112/EC).

the EU VAT Directive (Directive

Taxable person is considered to be established from a VAT point of view where its center of
economic activity lies, meaning where essential managerial decisions are taken and where
central administration functions are performed.
For non-residents the main criteria is the existence of a fixed establishment, meaning it has
sufficient technical and human resources in Romania to perform taxable supplies of goods
and services.
Taxable operations include the supply of goods and services, import of goods, and intracommunity acquisitions of goods.
Territoriality
As a general rule, the place of taxation for supplies of goods is:
• The place where the goods are put at the disposal of the customer, in the case of supply
of goods without transport;
• The place where the transport begins, in the case of supply of goods with transport;
• The place where the goods are installed or assembled, by the supplier or by a third party
on behalf of the supplier, in the case of supply of goods which are installed or assembled.
For supplies of gas, supplies of goods on board ships, aircraft or trains other specific rules
are applicable.
For supplies of services, the place of taxation depends on the statute of the beneficiary of
services, who may either be a taxable person (services provided to businesses - B2B) or a
non-taxable person (services provided to individuals/consumers B2C).
The general rule for B2B services is that the place of taxation is the place where the
beneficiary has established its business or has a fixed establishment to which the services are
rendered (the beneficiary will generally account the operations under the reverse-charge
mechanism).
The general rule for B2C services is that the place of taxation is considered the place where
the supplier has established its business or has a fixed establishment from which the services
are rendered.

– Romania – Business Review 2017–

67

As a general rule, the provision of the service is taxable in Romania if the place of
performance is considered to be in Romania.
The place of performance is deemed to be in Romania when the service provider has its
headquarters or its place of residence in Romania. However, there are few exceptions to the
general rule:
• the building location - for the construction works and services directly connected with the
immovable properties, accommodation in hotels, etc. ;
• the departure place - for the goods' transportation,
• the beneficiary's headquarters - for certain leasing operations, consultancy services,
banking operations, insurance operations, etc.
• telecommunications, broadcasting and electronically supplied services rendered to
private consumers and non-taxable customers will be taxable in the Member State where
the customer is established or has a personal address or normally resides; this change
requires the obligation for VAT registration of the EU or NON-EU suppliers in the Member
State where their customer is established or the alternative to opt for VAT registration
and payment’ simplification measures, by applying the Mini One-Stop Shop (MOSS)
scheme, meaning the invoicing with the VAT rate of the country where the customer, non
taxable person, receives the digital services, respectively the payment of the VAT in that
country.
Intra-community transactions with goods
• Intra-community supplies of goods performed from Romania are VAT-exempt with
deduction right transactions provided certain conditions are met;
• Intra-community acquisitions of goods performed in Romania are taxable under the
reverse-charge mechanism.
Special rules are applied for distance-sales transactions, excisable products, new means of
transportation and non-transfer operations (temporary movements, movements within turnkey projects).
Import of goods
Import VAT is paid in customs, excepting the case where a deferment certificate has been
obtained.
VAT Registration/deregistration:
Taxable persons established in Romania with an annual turnover exceeding Lei 220,000
(EUR 65,000) are required to register for VAT purposes. Still, if the turnover criteria is not
fulfilled, the persons may also opt for VAT registration.

The registration may be performed before carrying out any taxable and/or exempt with right
of deduction operations. Persons that were not registered as VAT payers will have to register
within 10 days from the end of the month, during which the above threshold was reached or
exceeded.
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A taxable person having the place of business in Romania, but not registered for VAT yet, is
required to register for VAT purposes before supply / receipt of services to / from taxable
persons established in other Member States in whose respect the beneficiary is liable to pay
VAT (general B2B rule).
A taxable person registered for VAT purposes which during the course of previous calendar
year does not exceed the EUR 65,000 threshold can request to be removed from the VAT
registered persons record between the first an 10th day of each month following the fiscal
period used (month or quarter).
The fiscal authorities may cancel ex officio the VAT registration, if one of situations occurs:
• The taxpayer it is declared inactive;
• The administrators / shareholders have certain offences listed in the tax offence record;
• it did not submit any VAT returns during 2 consecutive quarters;
• it did not report acquisitions or deliveries of goods / services in the VAT returns submitted
during a semester.
Starting 1st of January 2014, the "VAT cash accounting" system became optional for the
taxable persons registered for VAT purposes, who have the headquarters of their activities in
Romania and who have a turnover in the previous calendar year that does not surpass the
level of EUR 500,000.
Unique Tax Group
It is considered as unique fiscal group a group of taxable persons established in Romania
who, being independent from legal standpoint, maintain close mutual relations from the
organizational, financial and economical standpoint (more than 50% shares are hold directly
or indirectly by same shareholders).
In order to form a unique fiscal group the following conditions must be meet:
• the taxable persons may be part of one tax group only,
• the taxable persons, part of the tax group, must apply the same fiscal period,
• the tax group is established for a period of minimum 2 years.
Transactions between group members are still within the scope of VAT .
“VAT cash accounting” system is not applicable for the taxpayers that belong to a unique
fiscal group.
VAT representative
• Foreign persons established in the EU and obliged to pay Romanian VAT for certain
transactions that do not give rise to the a fixed establishment in Romania, have to register
directly or appoint a fiscal representative for VAT purposes to fulfill their VAT obligations
in Romania;
• If the person liable to pay tax is a taxable person outside the EU, it must appoint a tax
representative as the person liable to pay tax.
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Intra Community Operators Register: starting with January 1st, 2017, the obligation of
companies performing intra-community acquisitions / supplies of goods and services in /
from Romania to register in the Registry of intra-community operators has been abolished .
Fiscal period

The fiscal period is the calendar month, or the calendar quarter in case of the taxable
persons registered for VAT purposes who in the previous year did not exceed Euro 100,000
turnover.
In case of the taxpayers with fiscal period the calendar quarter, this becomes the calendar
month if they perform during the previous calendar year a taxable intra-community
acquisition in Romania.
Taxable base
VAT is computed on the total amount received or to be received by the supplier as
consideration for the supply of goods or services; this includes taxes, commissions,
packaging, transport and insurance expenses. Certain elements such as price discounts,
interest for late payment, etc., are not included in the taxable base.
The import tax base includes incidental expenses (fees, packaging costs, transport and
insurance) resulting from transport to another place in the Community. These provisions
apply if the place is known at the time the event occurs.
The following rates apply in Romania:
• Standard rate 19% - for all supplies of goods and services, including imports, which do not
qualify for an exemption (with or without credit) or for VAT reduced rate;

• Reduced rate 9% - for:
o supply of prostheses and orthopedic products,
o medicines for human and veterinarian use,
o accommodation in various tourist structures (including the rental of land for
camping),
o supply of the following goods: foodstuffs, including non-alcoholic beverages,
meant for human and animal consumption, alive animals and birds of domestic
species, seeds, plants and ingredients usually used to prepare foodstuffs, products
usually used to supplement or substitute foodstuffs;
o restaurant and catering services, excluding alcoholic beverages, but including
beer;
o supply of drinking water and irrigation water for agriculture;
o supply of fertilizers and pesticides used in agriculture, seeds and other agricultural
products intended for sowing or planting, as well as supplies of services of the
type of specific services used in the agricultural sector.
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• Reduced rate 5% - for:
o books, school books, newspapers and magazines and periodicals , except for
those intended solely or mainly for advertising purposes;
o entrance tickets for museums, castles, historical monuments, fairs and
expositions, movie-theatres (cinemas), sportive events etc;
o supply of buildings as part of the social policy, including the land on which they
are built (i.e. supply of buildings intended to be used as retirement homes, foster
homes and centers for recovery and rehabilitation of disabled children, the supply
of buildings to city halls with the purpose of subsidized renting-out to certain
persons or families of special economic condition, as well as the supply of
buildings with a maximum utilizable space of 120 sq. m and a maximum value of
Lei 450,000, excluding VAT, where the buyer is a private person).
Special conditions and limitations exist for the application of the reduced VAT rates.
VAT Chargeability
The basic rule for supply of goods is that VAT becomes due (i.e. VAT is chargeable) when
goods are delivered.
The basic rule for supply of services is that VAT becomes due (i.e. VAT is chargeable) when
the services are provided.
Several exceptions apply to these rules.
For domestic supplies, the VAT chargeability occurs at the first date between:
• The date when an invoice is issued for the transaction or
• The date when the supply of goods/services takes place or
• The date when an advance payment is cashed-in for this supply.
In the case of supply for continuous supplies of services, such as telephone services, water
and electricity, VAT is chargeable on the last day of the period specified in the contract for
payment, or on the date of issuance of the invoice. The settlement period should not exceed
one year.
For advance payments VAT is chargeable when the payment is received. Special rules may
apply in case of a change of tax regime, partial prepayments or partial advance invoices.
In case of intra-community supplies of goods, the VAT chargeability occurs on the date
when the invoice is issued, but no later than the 15th day of the month following the one in
which the intra-community supply took place (when a self-invoice should be issues). The
same rule is valid for intra-community acquisitions.
For a supply of goods, including immovable goods, with installment payments the VAT
chargeability occurs when the goods are handed over to the beneficiary , unless an invoice is
issued or a payment is received before that date.
For persons applying the “VAT cash accounting” system, the VAT chargeability arises at the
moment when the value of the supply is cashed-in.
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VAT exemptions
Supplies within the scope of VAT classified as exempt operations are divided as follows:
Exempt supplies with credit for input tax (with deduction right) - e.g.: exemption for intraCommunity supplies of goods under certain conditions, exports and other similar supplies,
international transportation of passengers, as well as specific exemptions related to
international traffic of goods, etc.
The Fiscal Code provides specific rules on goods benefiting from special customs regimes.
The following transactions are VAT exempt with credit for input tax:
• Supply of goods placed under a bonded warehouse customs procedure, a VAT warehouse
and related services
• Supply of goods which are placed under suspension customs regimes;
• Supply of services in connection with goods placed under suspension customs regimes
• Goods introduced in free zones and free warehouses,
• Goods under an inward processing procedure, etc.
Exempt supplies without credit for input tax (without deduction right) - e.g.: healthcare
services (hospital and medical treatment and other related operations carried out by
authorised units), educational services (performed by authorised entities), financial and
banking services, insurance services, cultural services, public postal services, etc.
Rental and leasing operations involving immovable goods, the sale of old buildings are as well
as the delivery of non-residential land are VAT exempt without credit. It is however the
option to tax these operations by submitting a written notification to the Tax Authorities.
VAT mixed regime
In the case where a taxable person registered for VAT purposes performs both taxable and
exempt operations without deduction right, it will be entitled to recover the VAT that has
been deducted (Input VAT) by:
• Direct allocation of input to specific types of output transaction where:
o VAT is fully deductible if directly attributable to VAT taxable transactions and VAT
exempt with deduction right transactions,
o VAT is fully non-deductible if attributable to exempt transactions without
deduction rights.
• Using a pro-rata where specific inputs cannot be allocated to a certain category of output
transactions.
The pro-rata is calculated as a ratio between: the total amount without VAT, of the goods
and services supplied which qualify for the right to deduct and the total amount, exclusive of
VAT, of the operations qualified for the right to deduct and supplies of goods and services
which do not qualify for the right to deduct.
• Using a combination of the two methods mentioned above
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Bad debt relief
The VAT taxable base may be adjusted if the bad debt is due to the bankruptcy of the client
or when a reorganization plan is acknowledged and confirmed by a court decision. The
adjustment may be performed:

• when the decision of the judge confirming the reorganization plan is issued ,or
• in case of the bankruptcy of the client, when the final and binding decision for the closure
of the insolvency procedure is issued.
Adjustable VAT
Special limitation of Input VAT for road motor vehicles
Only 50% of the input VAT paid upon the acquisition or rental/ leasing of cars and 50% input
VAT related to expenses for such vehicles will be deductible, if the vehicles are not used
exclusively for business purposes. This rule does not apply for certain cases (such as: vehicles
used for sales activities, paid transportation services, security services, courier activities, etc.)
where the VAT will be fully deductible.
Input VAT related to capital goods
The deductible VAT must be adjusted for capital goods as follows:
• Over a period of 20 years for VAT related to the construction or the purchase of
immovable property and to the transformation/improvement of an immovable property,
if the value of the transformation/improvement reaches at least 20% of the total value of
the property;
• Over a period of 5 years starting from 1 January of the year during which the right to
deduct arises, for other capital goods.
The VAT adjustment has to be performed if the taxable person uses the capital goods for
other purposes than for economic activities, for operations which do not give rise to VAT
deduction right or for other similar cases.
Capital goods ~ depreciable fixed assets (irrespective of whether or not their value exceeds Lei
2,500 or whether or not their useful life is higher than one year), constructions and land of
any kind held for the production or supply of goods or services, for rental or administrative
purposes. It also includes the construction, transformation or modernization of immovable
goods but excludes repairs or works of maintenance on these assets. Fixed tangible assets
that are leased are deemed capital goods of the lessor.
Simplification measures
The simplifications measures are applicable to transactions performed between Romanian
VAT registered taxable persons and consist in the following:
• The supplier will not charge VAT and will indicate the beneficiary as the person liable to
pay the VAT;
• The beneficiary will pay the VAT by applying the reverse-charge mechanism (by reporting
in the VAT return the related VAT both as input and output VAT, with no actual cash
payment of VAT).
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Simplification measures are available for:
• Supplies of goods such as waste materials, residues and recyclable materials (iron scrap,
non- ferrous scrap, recyclable paper, cardboard, rubber, plastic, and glass waste, etc.) and
materials resulting from their manufacturing (cleaning, polishing, etc.);
• Supplies of wood and wood materials;
• Supplies of certain cereals and technical plants (applicable until 31st December 2018);
• The transfer of greenhouse gas emission certificates (applicable until 31st December
2018);
• The supply of electricity to a taxable person established in Romania whose principal
activity in respect of the purchase of electricity is to resale it and whose own consumption
of electricity is negligible (less than 1% of the electricity purchased) (applicable until 31st
December 2018);
• The transfer of green certificates (applicable until 31st December 2018).
• Supplies of buildings, parts of buildings and any type of land;
• Supplies of investment gold performed by taxable persons that have opted for taxation of
their supplies;
• Supplies of mobile phones, integrated circuits, laptops, games consoles or tablets will
apply only if the value of the delivered goods on one invoice is at least Lei 22,500 (without
VAT), (applicable until 31st December 2018).
VAT refund
• If a Romanian taxable person is in a VAT reimbursable position (input VAT exceeds the
output VAT and the amount of re-callable VAT is higher than Lei 5,000), then it is entitled
to request this VAT by ticking the VAT refund box in the VAT return; if the company does
not want to claim back the VAT from the Tax Authorities, the VAT can be carried forward
to the next periods, not exceeding 5 years.
• A taxable person established in the EU that is not registered or liable to register for VAT
purposes in Romania may request the reimbursement of VAT paid in Romania based on
the refund request transmitted electronically to the authorities from the Member State
where they are registered, no later than 30th of September of the year following the
reimbursement period.
• A taxable persons established outside the EU also have the right to claim a VAT refund
from Romania, based on the reciprocity agreements signed by Romania.
Invoicing
• Invoices for the local supply of goods and services must be issued no later that the 15th of
the month following the one in which the supply of goods or services occurs.

• Taxpayers may issue and store electronic invoice.
• Simplified invoices may be issued in case where the amounts, including VAT, are lower
than EUR 100, except for some operations such as: distance sales, intra-community
supplies of goods and operations whose place of supply is considered to be outside
Romania.
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• A simplified invoice should contain the minimum required elements: taxpayer and
supplier identification; identifying the type of the goods delivered/services rendered; the
tax amount collected.
• Where an invoice is issued by the beneficiary in the name of and on behalf of the supplier,
the invoice must indicate that it is a “self-invoice,”, and where the chargeability of the
VAT occurs at the date of receiving the total or partial payment for the supply of goods or
services performed, the invoice must indicate that it is a “cash accounting” invoice.
Payment and filling requirements
• The VAT must be paid and the VAT returns must be submitted to the tax authorities by
the 25th of the month following the end of the fiscal period (month or quarter);
• Taxable persons not registered for VAT purposes must pay VAT and submit a special VAT
return on services rendered by non-residents, having the place of supply in Romania, by
25th of the month following that when the services are supplied.

• In case of taxable intra-community operations rendered with taxable persons established
in other Member States there must be submitted a recapitulative statement on a monthly
basis. The deadline for its submission is the 25th of the month following that in which the
intra-community supply / acquisition of goods or services was performed.
• Along with the VAT return, taxable persons must submit also statements for acquisitions /
supplies of goods and services performed in Romania (statement 394), based on the
existence of invoices, by the 30th of the month following the end of the fiscal period.
• Taxable persons registered for VAT purposes in Romania, having deliveries of goods
to/arrivals of goods from other EU member states and exceeding the annual threshold of
Lei 900,000 must submit INTRASTAT statement on a monthly basis, by the 15th of the
following month.
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Customs Duties
Starting May 1, 2016, the new Community customs regulations, including primarily
• Customs Code of the Union and its implementing and delegating provisions, as well as
• the EU Common Customs Tariff and
• all acts regulating EU trade policy measures
are applicable.
No customs barriers are applied for goods traded between Romania and other EU Member
States.
Import VAT deferment facility applies in specific situations – e.g. for AEO holders.
An AEO is an economic operator who is deemed reliable in the context of its customs related
operations, and, therefore, is entitled to enjoy certain benefits throughout the EU.
To perform customs operations the companies should register for customs purposes – and
obtain the EORI (Economic Operators Registration Identification) number. The EORI number
has to be used in all communications by economic operators and/or other persons with the
customs authorities, as well as in exchange of information between customs authorities from
Member States and/or other authorities in EU.
The suspense customs regimes are: customs transit, customs warehouse storage, free zone,
inward processing, outward processing, temporary importation, end-use and transit.
From a customs perspective, the base for levying the import duties and import VAT is the
customs value. As a rule, the customs value for the purposes of applying these charges is the
transaction value, namely the price actually paid or payable for the imported goods, adjusted
where necessary according to the law, on the basis of the sale occurring immediately before
the goods were brought into that customs territory.
There are certain elements that may be added to or excluded from the transaction price, if
certain conditions are met - (e.g. royalties, license fees, transport and insurance costs,
charges for assembly, maintenance or technical assistance undertaken after importation,
etc.). In certain cases (e.g. defective goods), the customs value may be amended after
importation, but within 12 month from the acceptance of the import customs declaration.
The level of taxation is regulated by the EU Common Customs Tariff. Generally, customs
duties are payable at the time the goods are released for free circulation.
There is an online EU customs tariff database (TARIC) which comprises the following:
• the combined nomenclature of goods;
• the rates and other items of charge normally applicable to goods covered by the
combined nomenclature, regarding the customs duties and import charges laid down
under the common agricultural policy, or under the specific arrangements applicable to
certain goods resulting from the processing of agricultural products;
• the preferential tariff measures contained in agreements which the European Community
has concluded with certain countries or groups of countries and which provide for the
granting of preferential tariff treatment;
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• preferential tariff measures adopted unilaterally by the European Community in respect
of certain countries, groups of countries, or territories;
• autonomous suspense measures providing for a reduction in, or relief from, import duties
chargeable on certain goods;
• other tariff measures provided for by other Community legislation.

The customs duties are expressed in percentages and are applied to the customs value of
the goods, denominated in Lei and valid on the date the import customs declaration is
registered or as a fixed amount applied to a specific quantity .
The customs authorities may inspect the customs value during the customs clearance or
during a post-import audit, but no later than 5 years following the import date
Customs declaration may be amended or invalidated before the customs clearance is
obtained, in term of 90 days from the moment the customs clearance is obtained or after the
customs clearance is obtained at the request of the traders in term of five years from the
date of the customs clearance.
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Excises Duties
The excises represent special consumption duties owed to the State budget for certain
domestic and imported products.
The Romanian legislation distinguishes from Harmonized Excisable Products (following
Directive 2008/118/EC) and Non-harmonized Excisable Products.
The Harmonized Excisable Products are: alcoholic beverages, tobacco products, energy
products and electricity.
For alcohol, tobacco and intermediary products, the tax warehouse keepers, registered
consignees and importers have to mark all goods with duty stamps, except for some cases
included in the legislation.
In what concerns the fuel, companies selling fuel in gas stations have to register with the tax
authorities.
Excise duties are due at the moment:
• The products are released for consumption (e.g. imported into Romania, taken out of an
excise duty suspension arrangement) or
• When losses or shortages of excisable products occur.
Excise duties are not due for energy products used for purposes other than as motor fuels or
as heating fuels, provided that certain conditions are fulfilled.
Excisable products may be produced, held and transported only within a tax warehouse
which has been previously approved by the tax authorities.
Economic operators should fulfil certain compliance obligations – e.g. the statement for
excise duties (i.e. form 100) should be submitted to the tax authorities by 25th of the month
following the reporting one. Also, the excise duty annual return (i.e. form 120) has to be
submitted by 30 April of the year following the reporting one.

Starting January 2015, excise duties are to be set in Lei.
From 2016 onwards, the level of excise duties will be updated on an annual basis in line with
the consumer price index; data are to be published on the Ministry of Public Finance website
by 20th of October of each year.
Non-harmonized Excisable Products are:
• heated tobacco products which may release by heat an aerosol that can be inhaled, and
• liquids containing nicotine for inhalation (“electronic cigarettes”)
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Limitation on cash transactions
The Law 70 / 2015 regarding cash payments and receipts, entered into force as from May 9,
2015 applying to contracts concluded after this date, stipulates that cash payments and
receipts performed by legal entities, freelancers, individual enterprises, family enterprises,
professionals and individuals carrying out independents activities independently, associations
and other entities with or without legal personality, herein after named "economic
operators" from / to any of these categories of persons or from / to individuals can be made
in cash up to the following thresholds:
Cash Receipts Threshold
• receipts in cash carried out by economic operators from other economic operators should
be performed within a daily threshold of Lei 5,000 per entity;
• receipts in cash carried out by economic operators from individuals, representing
assignment of receivables, loans granted or other financing, as well as consideration of
delivery of goods or rendering of services is carried out in the limit of a daily threshold of
Lei 10,000 per person.
Cash Payments Threshold

• payments in cash performed by the economic operators to other economic operators
shall be limited to a daily threshold of Lei 5,000/economic operator, but no more than a
total of Lei 10,000/day;
• payment of advances - up to a daily threshold of Lei 5,000, established for each person
receiving the advances;
• payments in cash performed by economic operators to individuals, representing the value
of acquisitions of goods or rendering of services, dividends, assignment of receivables or
other rights and refund of loans or other financing shall be limited to a daily threshold of
Lei 10,000 to one person.
Cash Transactions between individuals threshold

• Cash receipts and payments transactions between individuals, carried out as a result of
the transfer of ownership of goods or rights, the provision of services, as well as those
representing granting/refund of loans, may be performed within the limit of a daily
threshold of Lei 50,000/transaction.
Cash & Carry transactions threshold
• cash receipts performed by cash & carry stores from the economic operators – in the limit
of a daily threshold of Lei10,000 from one entity;
• cash payments towards cash & carry stores - in the limit of a daily threshold of Lei 10,000;

– Romania – Business Review 2017 –

79

The Threshold limits stipulated in the present Law do not apply to economic operators, for
the following operations:
• cash deposits made into the accounts opened at credit institutions, including in the cash
collecting machines (ATM);
• cash payments of travelling expenses for business purposes;
• cash payments for taxes, fees, social contributions, fines and other amounts due to the
State Budget;
• cash withdrawals from the accounts opened at credit institutions, for the payment of the
salaries and other employee’s rights;
• cash deposits in the cash machines (ATM) equipped with banknotes and coins acceptors.
FRAGMENTED CASH RECEIPTS / PAYMENTS
Fragmented cash receipts
• fragmented cash receipts from economic operators in respect to invoices exceeding the
threshold of Lei 5,000, respectively Lei 10,000 in the case of cash & carry stores, shall be
forbidden;
• fragmented cash receipts from individuals in respect to cash transactions exceeding the
threshold of Lei 10,000, as well as fragmentation of transactions representing assignment
of receivables, loans granting or other financing, or in the case of goods delivery or
rendering of services, for values exceeding Lei 10,000 shall be forbidden.
Starting with August 1, 2016 the organizers of weddings and baptisms may ask the Fiscal
authorities, through a written request, for permission to surpass the daily threshold of Lei
10,000 lei for cash receipts from individuals.

Fragmented cash payments
• fragmented cash payments to economic operators in respect to invoices exceeding the
threshold of Lei 5,000, respectively Lei 10,000 in the case of cash & carry stores, shall be
forbidden;
• fragmented cash payments to individuals in respect to cash transactions exceeding the
threshold of Lei 10,000 shall be forbidden.
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Labor
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Chapter summary:


Employment regulations for
Romanian persons



Employment regulations for
foreign persons



Posting of workers in the
transnational provision of
services

Employment regulations for
Romanian persons
Employment relationships are regulated
by the Labor Code (Law 53/2003
republished and further amended). It
applies to all Romanian employees with
employment contracts from activities
performed in Romania or abroad and to
foreign employees hired by Romanian
employers.

The most common method of employment in Romania, as stipulated by the law, is the
individual employment contracts for an indefinite period.
The employer is required to make the necessary arrangements for the security of
employees, including an annual medical check-up.

Under the Labor Code, an employer is legally required to periodically ensure the training of
employees in work protection, health and safety. This training is mandatory for new
employees, employees changing their place of work/function or for those who begin their
activity after a work interruption of longer than 6 months.
Under the law, the establishment of an Occupational Health and Safety Committee is
mandatory for employers which have more than 50 employees.
For employers with less than 50 employees, the law states that the duties specific to the
Occupational Health and Safety Committee should be fulfilled by a person designated for this
purpose by the employer.
The employer is required to ensure professional training for the employees on a continuous
basis by setting up an annual training schedule, which should be attached in the form of an
addendum to the individual employment contract. Also, they must provide the employees
paid or unpaid leave for professional training purposes.
Other forms of employment are: individual employment contracts for a determined period,
contracts with a temporary job placement agency (no more than 36 months), part-time
employment (less working hours than the normal schedule), flexible working arrangements
(work-at-home). However, such contracts can be concluded only under certain specific
conditions as provided by the Labor Code, republished and further amended.
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Probation period, in the case of an undetermined period contract, can be established only
once during an employment agreement, for maximum:
• 120 calendar days for executive positions, and
• 90 calendar days for non-executive positions.
In the case where more persons are hired successively under probation periods for the same
position, this is allowed only for a maximum period of 12 months.
The employment contract may include special clauses, such as:
• Non-competition clause – the employees are obliged not to perform any activities
considered as being in competition with the activities of the employer in exchange for a
compensation paid by the employer for the duration of the non-competition clause.
The clause is effective only when the individual employment contract specifies expressly:
which activities are not allowed for the employee to undertake at the end of the contract;
the amount of the monthly non-competition compensation; the period for which the clause
will be in effect (maximum two years); the third parties for which the employee is forbidden
to undertake activities, etc.
The compensation has to be negotiated, but it cannot be less than 50% of the gross average
income of the employee for the last six months before the end of the employment contract.
In case the employment contract is for less than six months, the compensation must be
calculated according to the gross income average for the contract period.

In case of breach of the non-competition clause, the employee can be obliged to return the
compensation and pay damages according to the prejudice suffered by the employer.
• Mobility clause – the employee accepts to perform the duties under the employment
agreement in different locations and it receives additional allowances in cash or in kind
for it, that must be stipulated in the agreement.
• Confidentiality clause – the employee has the obligation not to disclose any information
obtained during the employment relationships. The breach of this obligation leads to
damages payable to the other party.
Clauses for termination of the employment agreement are classified as follows:
• Termination by operation of the law;
• Agreement between parties, on the agreed date;
• Unilaterally by either party, according to the law;
• Dismissal the employer - at least 20 calendar days notice is required;
• Resignation: employees are required to give maximum 20 calendar days notice (for nonexecutive positions) and 45 calendar days notice for executive positions.
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The General Employees Register is in electronic format using the labor authorities approved
format and including the following information: identification elements of all employees:
name, surname, personal identification code, employment date, position according to the
Classification of Professions in Romania (COR), type of individual labor agreement, date and
grounds for terminating individual labor agreement (when applicable).
The General Employees Register needs to be sent to the Territorial Labor Agencies in
electronic format, at least with one day before the beginning of the activity. Non-compliance,
as well as completion of the Register with incorrect information are considered as
contravention and are subject to fines for the employer ranging between Lei 5,000 and
10,000.
Working days are of eight-hour duration for full-time employment and maximum working
time per week including overtime cannot exceed 48 hours.
Salaries: include basic salary, bonuses, indemnifications, and other additional payments.
The national minimum monthly gross salary is established at Lei 1,450 starting with February
1st, 2017(previously Lei 1,250). The employer is not allowed to establish the basic salary
below the national minimum gross salary, in the case of full-time individual labor contracts.
Annual leave: the minimum entitled holiday is 20 working days and should be performed
every year.

Trade unions are the bodies that need to protect the interest of the employees, according to
the Labor Regulations. Also, the employers with minimum 21 employees have to negotiate a
collective labor agreement with their employees.

Employment regulations for foreign persons
• All foreign nationals, except citizens of EU/EEA member states and Switzerland, require a
work permit to be employed in Romania. The permits are issued by the Romanian General
Inspectorate for Immigration. There are certain categories of foreigners who may work
for Romanian individuals and/or legal entities without obtaining a work permit.
• Nationals of EU/EEA member states or Switzerland are not required to obtain Romanian
work permits to carry out dependent activities in Romania.
• A work permit is a document under which a national of a non-EU/EEA member state or
Switzerland is entitled to work in Romania:
o for a specific position,
o for one employer only,
o for up to 24 month period
and can generally be renewed.
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• The documents required to obtain a work permit include a formal application, original
degree certificates/ diplomas, medical certificate, clean police record, travel documents
with a long-stay visa for employment or other purposes and numerous other formal
documents. Once the filing formalities have been completed, an application for a work
permit is normally approved within 30 days of its registration.
• The validity of the work permit is given by the employment contract and/or residence
permit / EU blue card. However it cannot exceed 1 year, when the foreigner holds a
residence permit, or 2 years, when the foreigner has an EU blue card.
• The work permit will be automatically extended along with the residence permit or EU
blue card. The work permit is also automatically cancelled when the employment contract
ceases.
• Moving from one company to another involves obtaining a new work permit even if the
existing one has validity remaining, except for work permits granted to seconded
employees, seasonal employees as well as nominal work permits.
• There are different types of work permits issued to non-Romanian nationals, depending
on their employment structure while in Romania:
o work permits for permanent employees, issued for indefinite or definite periods
of time to non-Romanian nationals who intend to conclude employment contracts
with only one Romanian employer;
o specific work permits for highly-skilled workers, which grant the right to be
employed in Romania in a highly-skilled position based on a valid employment
contract concluded for a minimum of one year;
o work permits for seconded employees who are non-Romanian nationals and are
nationals of non-EU/EEA member states or Switzerland, employed by nonRomanian employers and seconded to work in Romania; issued for a maximum of
one year at a minimum time interval of 5 years based on a secondment decision
issued by a foreign employer. The secondment can only be extended through
obtaining a work permit for permanent or highly-skilled employees and
conclusion of a local employment contract with a Romanian employer .
Under current Romanian immigration legislation, individuals who are nationals of nonEU/EEA member states or Switzerland who are employed by EU/EEA/Swiss-based employers
and are assigned to work in Romania are no longer required to obtain work permits,
provided that they are issued residence permits in the EU/EEA member state from which
they have been assigned to Romania (or in Switzerland).
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Posting of workers in the transnational provision of services
A “posted worker” is an employee sent by his employer to another EU/EEA/Swiss
Confederation Member State in order to provide a service on a temporary basis.
Employers who post employees for business purposes in the European Union, EEA or the
Swiss Confederation in the transnational provision of services have to fulfill additional
obligations starting with 20th May 2017, when Law 16/2017 has entered into force, whose
aim is, mainly, to transpose EU directives into Romanian legislation.
The main new provisions of this law are the following:
• Details on the factual elements to be considered by labor inspectorates in order to
prevent abuses resulting from the establishment of "letterbox" companies and to identify
the existence of actual transnational postings. The factual elements in question shall take
into account:
a) The activities carried out by undertakings established in other EU Member States which,
in the framework of transnational provision of services, post employees in Romania. In
this respect, the following aspects shall be analyzed:
o the place where the undertaking has its registered office and carries out its main
activity, respectively the place where it pays its taxes and fees,
o the basic activity for which the undertaking is authorized,
o the subject matter of the service agreement concluded with the beneficiary of the
services,
o the number of contracts executed and/or
o the size of the turnover achieved in the Member State of establishment;
b) The work and situation of employees posted on the territory of Romania (e.g.: the date
on which the posting begins and ends, the correspondence between the nature of the
activity performed by the posted employee and the scope of the service agreement).
• The possibility to reconsider self-employment as posting of employees according to the
above criteria;
• Measures to strengthen administrative cooperation between Member States - Labor
Inspectorate was designated as contact institution from Romania (among its
responsibilities: to respond to motivated requests from competent authorities of other
Member States, to initiate and conduct control actions on transnational posting
situations);
• Ensuring accessibility of information on the website of the Labor Inspection (in both
Romanian and English) on: the terms and conditions of employment, procedure of
posting, administrative measures and control procedures, contact information for each
labor inspectorate, data on the Collective Labour Agreement applicable to the whole
sector;
• Complaints procedure;
• Provisions regarding the responsibility in subcontracting;
• The adoption of rules for cross-border recovery of amounts from administrative financial
sanctions and / or fines;
• Annual risk assessment procedure caused by the violation of legal provisions on the
posting of employees in the framework of transnational provision of services;
• Contraventions and sanctions imposed by the labor inspectors in case of non-observance
of the rules on transnational posting, respectively fine ranging between Lei 5,000 - 9,000.
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• The Labor Inspectorate imposes several obligations to companies that post workers in
Romania, such as:
o To submit to the Labor Inspectorate from the district where the employees will
work a statement, in Romanian language, regarding the posting of their own
personnel, on the last business day prior to the commencement of the activity;
o To provide labor inspectors with copies of employment contracts or any other
equivalent document, copies of documents certifying the amount of the salary
and the payment thereof, the duration of working time and the timecard, and,
where needed, a translation into Romanian thereof (for a more effective control
of compliance with statutory provisions);
o After posting has ended, to submit the above mentioned documents, upon
request from the Labor Inspectorate, no later than 20 business from the receipt
of that certain request;
o To appoint a person who will liaise with the national competent authorities.
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Making a
positive
difference

About KCG
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Who we are
We are a team of entrepreneurial fiscal consultants, financial auditors and expert
accountants, all with extensive experience, set out with a mission to help clients improve
their business in new, more powerful ways.
We are a fast growing company, passionate about doing the right thing for our clients and
our people - even if it is not always easy.
The three companies in KCG Group – KCG AUDIT, KCG ACCOUNTING AND KCG
CONSULTING – are full members of the relevant bodies: Chamber of Financial Auditors,
Body of Expert Accountants and Authorized Accountants and Chamber of Fiscal Consultants.
With a portfolio of services designed to meet the needs of clients, both locally and
internationally, our service expertise reaches across the main disciplines:
•
•
•
•

fiscal consulting and tax compliance,
advisory & corporate finance, financial audit,
bookkeeping and accounting services,
HR & payroll services.

We ensure that routine work, such as annual accounts, preparation of tax returns, payroll
statements, are handled efficiently and cost-effectively.
We are able to provide services for every type of business: Limited Companies, Listed
companies, Individuals, Sole Traders, International entities, Non profit organizations,
Management Companies.
Whatever your business requirements, whatever range of service you choose, our
professional advice will be always focused towards your needs.
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Meet the management
Otilia Nourescu
Managing Partner
Otilia is an experienced consultant who has previously grown her way into local
and international tax up to partner level with an international audit, accounting
and consulting network. She graduated the Academy of Economical Studies –
Audit specialization and has a Master in Tax Law within the Faculty of Law of
Bucharest University. Otilia is a fluent speaker of Spanish and English, Tax
Consultant, Chartered Certified Accountant, active CCF and CECCAR member and
ACCA trainee, with ten years of experience in local and international tax
consulting.

Anita Butolo
Audit Partner
Anita is a qualified auditor, sharing a seven years experience with KPMG and
Ernst & Young Romania, working in IFRS, US GAAP and RAS engagements for
local and international clients in industries such as: IT&C, telecommunications,
oil and gas, construction and real-estate, retail and services. She is a fluent
speaker of English and French and ACCA member. Anita is also a Tax Consultant
member of CCF.

Constanta Cina
Accounting Partner
Constanta is a top professional accountant, sharing a ten years’ experience in
medium and large size companies from various industries. She is specialized in
ERP implementation, having in depth approach of the business processes and
how should they be improved in order to make them more efficient and
maximize the entity’s profit. She is fluent speaker of English, Authorized Tax
Consultant, CAFR trainee and Chartered Certified Accountant being an active
member of CECCAR and CCF.

Carmen Fotache
Manager Audit
Carmen is a dedicated professional, sharing nine years in both audit and
accounting. Her multinational experience as external auditor with KPMG and
internal auditor with Rompetrol gives her a more comprehensive perspective of
the client’s activity, not only for high level audit practices, but also for giving the
most appropriate advices to her clients. Carmen is an ACCA student – last exams
to be attended – and fluent in English and Spanish.
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Meet the management
Lucia Grosu
Manager Audit
Lucia is a professional with nine years’ experience in different areas of financial
services, including auditing commercial entities in different industries with
KPMG (real estate, manufacturing, services, retail, hotels, entertainment,
shipping), acting as trainer in different financial areas with BDO (audit
methodology, accounting, audit tools, MS Excel) and preparing financial
statements and reports in compliance with Romanian Accounting Standards and
IFRS with RSM Scot. She is an energetic self-starter and detailed orientated
person with excellent analytical, presentational and communication skills. Lucia
is ACCA trainee and fluent speaker of English and French.

Carmen Gliga
Accounting Manager
Prior to working in KCG, Carmen acquired extensive knowledge of accounting
and taxation during her long term position as accounting manager to various
other businesses and becoming since 2012 one of the most dedicated
professionals of our organization. Having excellent communication and
organizational skills, Carmen manages the accounting services for numerous
clients, in various industries, mainly manufacturing, retail, real estate, energy,
health and hotel industry and has significant knowledge and expertise from
working with local and cross-border businesses.

Alexandra Macovei
HR and Payroll Manager
After graduating the Academy of Economic Studies in Bucharest, Accounting
specialization, Alexandra focused her career in HR and payroll advisory, holding a
professional certification in Human Resources. Alexandra joined KCG Team since
2013 and currently manages the company’s HR and payroll operations advising
international as well as major local businesses on strategic HR consulting and
payroll issues and serving clients in various industries such as: aviation, pharma,
manufacturing, banking/financial services, medical/healthcare, professional
service, construction. She is fluent in English and Turkish.
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Business with KCG
Reasons of doing business with KCG:
Excellence
We are driven to deliver results that meet our clients’ expectations and our own high
standards. We are keenly aware that every client’s trust in us deserves our best individual
and collective effort.

We are open and transparent
Our communications – positive or negative – are always direct, honest and proactive.

We bring real-world knowledge to the table
Our collective experience spans a broad spectrum of specialties, including audit, finance and
taxation, international tax, accounting and consulting, business start-ups and management.

We are experts across a wide range of industries
Collectively, our professionals have deep experience working as executives within a range of
industries including construction & property, media and entertainment, retail, agriculture,
healthcare, hotels & catering, international businesses, leisure & tourism, manufacturing and
many more.

We protect our clients
Using our knowledge and experience we secure you against unnecessary risks.

Cost Effective
We provide a fee structure that is competitive, transparent and reflects value for money. We
do not have hidden costs or seek to charge additional amounts unless agreed in advance
with our clients.
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Contact

Office:
3-5 Ernest Djuvara Street
8th floor, district 6
060104, Bucharest
Romania
Phone: +40 31 43 82 900
Fax: +40 31 43 82 901
E-mail: office@kcg.ro

www.kcg.ro
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