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Abstract: Tax burden shows the extent to which taxes "press" on the 
shoulders of taxpayers. This can be evidenced through specific tax rate. 
Highlighting the tax rate level trader, it can be determined as the 
percentage ratio between total state mandatory levies (taxes and other 
obligatory contributions) and turnover (value added) obtained it within a 
timeframe. Components of the tax burden as taxes, of which type there 
are two broad categories: direct taxes and indirect taxes. In this paper we 
propose an overview of the impact of some of these operators on the 
financial equilibrium, showing a stronger influence on the nature of 
sampling indirect taxes.  
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IMPACT OF VAT ON FINANCIAL BALANCE  
OF ECONOMIC ENTITIES 

 
In accounting terms, VAT is neutral for business, if operations fall 

within the scope and is 100% deductible. This neutrality is effective in the 
income terms and provisions of Auditors General Plan requires the company 
to record sales and purchases to their net worth without VAT incorporated.  

When it comes to tax property assessment determined by 
measurement of assets and liabilities, costs and revenues. Tax and endorsed 
one accounting principles, namely heritage assessment methods should be 
the same throughout the year and from year to year. If you change methods 
where justified, should be calculated influences on economic and financial 
situation and the account level results.  

VAT generates costs for the enterprise as a tax collector. These costs 
can be determined by the following categories: direct costs, management 
costs and cash costs.  
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Direct costs arise if the VAT is fully deductible, the deductible is 
included in the cost of acquisition of that property and where the 
undertaking is itself treated as the final consumer. If the trader is VAT 
exempt and has no option for VAT and supplies raw materials or services 
from third parties which have a relatively high cost of that property and 
charging VAT, threatening to be excluded from the market competition by 
suppliers. To consider the size of the business tax, the trader must consider 
the activity very well. If intermediate consumption, like participating in 
value added are high, then may consider taking into account fiscal capacity 
and normal decision option for VAT.  

For a trader, whose main activity is the provision of services, 
through analysis, advice, assessment, design and, in general, intelligence 
operation, intermediate consumption will be lower. In such cases, the 
company will opt for an effective management for VAT, as this will be 
borne by the customer, and competition with other taxable businesses, will 
waive its services, despite a high quality of work provided. If VAT trader 
operations carried both taxable and exempt he is obliged to calculate VAT 
pro rate.   

Management costs are incurred by undertaking the role of collecting 
VAT tax. To this end, must draw the supporting documents and VAT 
registers. Also, must have organized accounting, detailed, complex and time 
to have the information required for the VAT return, requiring a workforce 
negligible. VAT collection takes place, in many cases, given the risk of 
insolvency of customers and disputes that may arise in relations with 
suppliers. Cost management involves additional labor and therefore 
increases the living labor costs.  

Cash costs are determined by the length of time between claims on 
the state budget on deductible input and budget debts to the VAT collected 
on exit. VAT generates tax credit reviews and loan providers. These 
differences are adjusted until the 25th of next month. VAT payable pays on 
the VAT statement filed. In contrast, VAT is recovered selectively 
reimburse for certain undertakings within 30 days of the submission 
statement, the refund application and supporting documentation. For other 
operators, VAT recoverable VAT is offset by payment in the coming 
months. Where, for a period of three months, VAT is not recovered fully 
compensated for VAT payment, the difference shall be refunded the tax 
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authorities within 30 days of submission statement for the third month and 
the refund application.  

VAT undertakes treasury management cost related to advances 
received from customers creditors. In terms of tax, advances bearing VAT 
and they are billed. If during that month, the trader does not have 
intermediate consumption, so deductible or its size is insignificant, the 
supplier of goods is obliged to transfer the full VAT on advances received 
budget.  

There are situations where the recipients of goods or services are 
declared insolvent by the final judgments and suppliers and service 
providers have the right to deduct the refund of VAT from the state budget 
appropriate amounts can not be cashed. Given that the VAT increase the 
cost of acquisition to include tax-deductible tax, where VAT is not 
deductible in full and where the company is itself treated as final consumer 
thus increasing operating costs and reduces the result sheet . Increased 
operating expenses include a change in interim management balances. For 
traders subject to VAT, which supplies goods and services taxable by law 
and have 100% pro rata, the picture is not affected and no business 
profitability. For traders subject to VAT, which supplies goods and taxable 
services and not 100% pro rata, the overall situation affecting the 
profitability of the enterprise is affected. VAT increases the cost. For those 
who supply goods and services which by law are exempt from VAT, 
operating costs are increased. Thus, the commercial margin will decrease if 
an integrated report on the profitability of business tax, the deductible VAT 
relating to supplies of exempt goods. This will lead to lower value added 
tax, gross operating surplus, operating income, current income and income 
tax year with appropriate amount deductible. In applying pro rate less than 
100% will reduce gross operating surplus and hence, operational, current 
results and the profit or loss.  

However, the influence of VAT on business to increase their 
availability is where the trader has to pay VAT to the state budget, with the 
extra cash. In situations in which sales remain constant and unchanged due 
date, the company receiving a loan from steady state, where the company 
generates an additional profit, given the interest rate applied by commercial 
banks through the use of cash. If the company has recovered VAT, then will 
face the need for cash, being in a position to acquire a bank loan, to reduce 
their stocks by accelerating the rotational speed thereof, or reduce the 
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amount of credit granted to customers by accelerating procedures for 
collection of debts from business partners. These measures will lead to 
lower rates, liquidity and solvency.  

Also, accrual of Romania and type of activity causes major 
differences regarding the impact of VAT on company cash from a trader to 
another. Thus, a commercial enterprise engaged in collecting the cash retail 
value of all goods supplied by VAT, which is a cash surplus, a real liability 
to the stable until its settlement with the state budget. A firm engaged in 
commercial credit sales but as a result of accrual accounting, treasury is 
hampered. A solution could be the speed terms of collection of reviews and 
slightly the payment to suppliers.  

In addition, separate rules for VAT settlement with state budget is 
that in some cases it is a fixed-term liability to the company. Thus, if the 
company has a turnover of less than € 100,000, the state tax settlement is 
made quarterly, the treasury being advantaged. But if turnover is less than € 
100,000, tax settlement with the state on a monthly basis, treasury being 
disadvantaged. 

  
FLAT TAX IMPACT ON THE FINANCIAL BALANCE OF 

ECONOMIC ENTITIES 
 

Government Emergency Ordinance no. 34/2009 on the 2009 budget 
rectification and regulation of fiscal measures, which set minimum income 
tax between 2200 and 43,000 lei determined according to company 
revenues, was published in the Official Gazette Romania, Part I, no. 249. 
Under Emergency Ordinance no.34/2009, the tax applies to businesses 
whose tax was below the range for revenue that fell.  
New grid minimum tax is applied for micro payment option, which had 
micro income tax.  

Thus, in terms of cash traders, mostly flat rate tax is damaging, given 
the period of implementation. Thus, this tax is calculated for 2008, when 
most companies had normal activity, but paid in 2009, which manifests 
itself as a year of crisis, Treasury traders were already hampered. However, 
cuts in income inequality among operators create a firm to pay a minimum 
tax equal to one firm to the maximum level of income installment.  

However, flat tax has adverse effect on micro, many opting to 
convert the authorized individual. 
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IMPACT OF INCOME TAX PREPAYMENTS RELATED  

TO THE FINANCIAL BALANCE OF ECONOMIC ENTITIES 
 

Since 2010, all taxpayers paying income tax will pay corporation tax 
by quarterly advance payments made to date with the inflation index 
(December to December of previous year). Currently, this system only 
taxpayers pay income tax, banking companies, Romanian legal persons and 
branches of banks in Romania, foreign legal entities.  

Thus, taxpayers will be obliged to declare and to make quarterly 
prepayments in annual corporate income tax, amounting to a quarter of the 
income tax due for the preceding year, updated with the inflation index until 
the 25th of the month following the quarter for which payment is made. 
Income taxes for the previous year, which is determined based on down 
payments, income tax is payable under the Income Tax declaration 101 for 
the previous year, without taking into account prepayments made in that 
year. Term until the annual tax payment is the deadline for declaration of 
income tax, i.e. 15 April of next year.  

However, by exception, when taxpayers start-ups, established the 
previous year or previous fiscal year-end tax loss record, and who last year 
were paying income tax micro prepayments made in income tax Profit to the 
amount resulting from applying the rate of tax on accounting profit of the 
period for which payment is made early. If the taxpayer has benefited from 
the previous year exemption from income tax under the law in order to be 
calculated and prepayments made ineligible for such tax incentives, income 
tax for the previous year, by which is determined down payments, income 
tax is determined according to income tax declaration on 101 for the 
previous year, taking into account income tax exempt.  

Tax Code also provides that taxpayers and the facility that records 
accounting loss at the end of a quarter, no longer have to pay down early for 
that quarter. In the Official Gazette 127/2009 was published Order no. 
297/2009 on the inflation index used for updating the prepayments in annual 
corporate income tax by establishing that for fiscal year 2009 inflation index 
used for updating the prepayments in annual corporate income tax is 5.0%. 
Companies that have succeeded, despite the crisis, to be profitable in 2009 
are penalized by the state, which require them, in 2010, the advance 
payment of corporation tax, representing a state credit to private.  
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In many cases, companies' financial results are worse than the 
previous year. The new rule will force them to use cash for paying debts to 
the state, rather than to invest or conduct business. The amounts given in 
addition to state they will be able to recover only in 2011, only after they 
submit an annual declaration of income tax, ie after April 25.  

Moreover, it is known that companies manage difficult to recover 
from the state give money once the situation is proof of VAT refunds. Fact 
is, this year, no company will escape tax. The loss in 2009 will pay the 
minimum tax and the profit will credit the state, in many cases, a tax on a 
profit higher than actual.  

Thus, cash down payments difficult economic situation, shortness is 
doubled for those who paid tax in 2009 were flat, hovering with minimum 
level of income tax cuts.  
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