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01 Corporate  
 

01/01 Forms of Business Organization 

As per the legal frame regulating the development of business activities in Romania, i.e. the Companies‘ 

Law 31/1990 (hereinafter referred to as the “Companies‘ Law”),  individuals and legal entities may freely 

enter into partnerships and set up companies to develop their business.  

According to the provisions of the Companies Law, there are five types of companies: 

� Limited liability company 

� Joint stock company 

� General partnership 

� Limited partnership 

� Limited partnership by shares  

In addition, the following forms of business are available: 

� Authorized individuals, individual enterprise and family business 

� Representative Offices 

� Branches and Subsidiaries of Foreign Companies 

 

Limited liability companies and joint stock companies are the most common types of companies and 

therefore we will further present their characteristics:  

Limited Liability Company (LLC)  

Incorporation:  

Limited liability companies represent the most common type of business organization in Romania.  

Such type of company may be incorporated by a number of maximum 50 shareholders. The Company 

Law also allows for the incorporation of a company with a single shareholder, however this company is 

subject to the following restrictions: 

� an individual or a legal entity can not be sole shareholder in more than one LLC and also 

� LLC can not be owned by another LLC that has only one shareholder  

Share capital: 

The minimum share capital of a LLC has to be at least RON 200, representing the equivalent of 

approximately EUR 45. The share capital will be divided into indivisible shares with a value of at least 

RON 10 each. Shares are not marketable securities but they can be traded among shareholders and also 

transferred to third parties, natural or legal entities. The share capital has to be entirely paid when 



   

                                                                                                               

 

incorporating the company. The transfer of shares is subject to Trade Registry registration and also 

oppositions (appeals) from interested third parties.  

Liability: 

The liability of shareholders is capped to the amount subscribed as share capital.  

Management:  

The decisions inside a LLC are taken by the General Meeting of Associates (GMA). The Associates are 

entitled to as many votes as the number of shares that they own in the LLC.  The GMA’s main duties are:  

� to approve the annual financial statements and the distribution of profits;  

� to appoint the Directors and censors or, as applicable, the internal auditors, and to revoke 

them and to decide upon contracting a financial audit where such an audit is not mandatory 

according to the law;  

� to decide upon the liability of the Directors and censors or, as applicable, of the internal 

auditors, for any prejudice caused to the company;  

� to amend the Articles of Incorporation. 

The LLC can have one or more Directors, natural persons, Romanian or foreign citizens. The Directors of 

the LLC are appointed by the GMA for a limited or unlimited number period of time exercising their 

powers individually or together. They may undertake any operations required for the business of the 

company, except for the restrictions or limitations provided by the Articles of Incorporation or by the 

general meeting of shareholders. 

According to the Company Law, a LLC must keep the shareholders register where the identity of 

shareholders and the number of shares held by each of them are recorded. 

 Joint Stock Companies (or Societe Anonyme)  

Incorporation:  

Such type of company can be incorporated by at least two shareholders. In case the company has only 

one shareholder for more than 9 months any interested third party can request for its dissolution.  

Share capital: 

The minimum share capital is RON 90,000 or the equivalent of EUR 25,000.  The share capital is divided 

into shares  each with a value of at least RON 0,10. When incorporating a joint stock company each 

shareholder has to pay at least 30% of the subscribed capital. The diference can be paid: 

� in 12 months from the incorporation date, where the shares have been issued in exchange 

for a contribution in cash and  

� in 2 years when the shares have been issued in exchange for a contribution in kind. 



   

                                                                                                               

 

The shares are marketable securities and they can be nominal or bearer shares and can be traded 

among shareholders and also transferred to third parties, natural or legal entities. 

Liability:  

Similar with the provisions established for limited liability companies, the liability of the shareholders is 

capped to the subscribed share capital.  

Management: 

The General Meeting of Shareholders may be ordinary or extraordinary. The ordinary meeting has to be 

convoked at least once every year within five months after the end of the fiscal year. 

The main duties of the Shareholders: 

� discuss, approve the annual financial statements and the distribution of dividends;  

� appoint and revoke the members of the Board of Directors and of the censors;  

� decide regarding the remuneration of the Board of Directors and the censors;  

� evaluate the performance of the Board of Directors, or of the Management Board, as 

applicable 

� establish the budget of the company and business plan for the next fiscal year;  

� decide with regard to lease or dissolution of the company's branches;  

� discuss any other issues on the agenda 

In order to adopt any of the above decisions, a quarter of the shareholders have to attend and all of 

them have to vote in favor (absolute majority). If these criteria are not met, a second meeting shall be 

convoked and the decision can be taken irrespective of the quorum, based on the majority of votes.  

An Extraordinary General Meeting of Shareholders is called whenever it is necessary to adopt a decision 

for the amendment of the company’s articles of incorporation, such as: 

� to decrease or increase the share capital; 

� to change the company’s headquarter; 

� to open or to close working points/branches ; 

� to perform a merger or to dissolute the company, etc 

For the first convocation the same rules apply as for the Ordinary Meeting of Shareholders. But for the 

second convocation a quorum of 1/5 of the voting rights is mandatory.  

The law specifies that for specific actions, such as decrease of share capital, a quorum of 2/3 of the 

voting rights has to be fulfilled in order for the decision to be validly approved.  

Any decision taken without complying with the law or the articles of incorporation can be annulled by 

the court if one of the shareholders that has not attended the meeting or voted against, requests such 

annulment in term of 15 (fifteen) days after the decision was published the National Official Gazette.  

 



   

                                                                                                               

 

Joint stock companies have two alternative management systems: 

� the unitary system; 

� the dual system 

 

The unitary management system 

The joint stock companies can be administrated by one or  more directors. Their number has to always 

be odd. If the company has more than one director, a board of directors has to be organized. Therefore, 

as a rule, the joint stock company can have only one director but if the company’s financial statements 

have to be audited, the law expressly specify that a number of at least 3 directors is mandatory.  

If the directors are appointed from the company’s employees, their labor agreement will be suspended 

until the end of their mandate. Hence, the directors of a joint stock company can not cumulate the 

capacity of employee and director.  

The Board of Directors is managed by a chairman, elected from the board’s members.  

The Board of Directors have to meet at least one time every three months at the chairman’s request. 

The decision taken by the Board of Directors are being considered valid if half of the members were 

present at the meeting and voted in favor.  

The Board of Directors can decide to have advisory committees that will have to investigate and prepare 

recommendations for the board. For the joint stock companies for which the financial statements have 

to be audited, having an audit committee is mandatory.  

The Board of Directors can delegate the management of the company to one or more directors. The law 

stipulates some special conditions that the directors have to fulfill in order to be eligible.   

The dual management system 

The management of the company will be ensured by a directorate under the supervision of a 

supervisory board.  

� The Directorate 

This management body can be formed from one or more directors, their number has to always be odd 

and one of the directors is going to be appointed chairman.  

The appointment of the directors is done by the  supervisory board and their mandate can not exceed 4 

(four) years.  

� The Supervisory Board:  

The management board is formed of minimum of 3 members and maximum  11.  



   

                                                                                                               

 

Both legal and natural entities can be members of the Supervisory Board. Legal entities must appoint a 

natural individual.  

The members of the Directorate can not be members of the Supervisory Board and the members of the 

Supervisory Board can not be employees of the company while having this capacity.  

The election of the Supervisory Board members is a duty of the General Meeting of Shareholders.  

The directors and the members of the Management Board or of the Supervisory Board must conclude a 

professional liability insurance. 

The duration of the Supervisory Board members mandate can not exceed 4 years; the members can be 

reelected. 

The Supervisory Board can appoint advisory committees and especially the companies who are obliged 

by the law to be audited have to have audit committee. At least one of the 2 members of the audit 

committees has to have relevant knowledge and skills in accounting and audit field.  

Main duties of the Supervisory Board members: 

� supervises the management of the company; 

� appoints and revokes directors; 

� ensures that the management decisions are in compliance with the law, articles of incorporation 

and the decision of the general meeting of shareholders; 

� reports, at least once per year, to the shareholders regarding their supervisory activity 

The main scope of the Supervisory Board is to supervise and not to be actively involved in the 

management of the company. 

Control of the management of the company 

For the companies who choose the dual management system, a financial audit is compulsory. The 

companies whose financial statements are being audited do not need to have censors. The auditors 

have to be registered with the Romanian Chamber of Financial Auditors. 

The joint stock companies who are not obliged to be audited have to elect 3 censors and one surrogate 

censor (deputy). One of the censors has to be a certified or chartered accountant. Censors must certify 

the annual financial statements and present a report to the annual general meeting of shareholders. 

Dissolution and liquidation of LLC and Joint Stock companies 

A company can be dissolved if: 

� when reaching of the term for which it was incorporated 

� it can no longer achieve the object of activity  

� it was declared null and void 

� the General Meeting of Shareholders decides so 



   

                                                                                                               

 

� the court’s decision, if the dissolution was requested by one of the shareholders for well-

grounded reasons; 

� the company was declared bankrupted . 

With respect to the fourth point above, the GMA can decide to dissolve and liquidate the company 

voluntary if the Company has no debts towards Romanian state or third parties, as such proof has to be 

presented to the Trade Registry in order to approve the liquidation of the company. 

Usually, companies that have debts, request the dissolution and liquidation of the company by 

appointing a liquidator that, in accordance with the legal provisions and taking into consideration the 

assets of the company, will try to settle as many debts as possible prior to the liquidation of the 

company.  

Bankruptcy: 

Insolvency represents the status of the Company characterized by the lack of funds available for the 

payment of certain, liquid and due debts. 

The insolvency may be requested, in court, by either a creditor of the Company or by the Company 

itself.  

For a creditor to claim the insolvency of another Company, the following conditions have to be met: 

� the company has to have a debt towards the creditor in amount of  minimum RON 45,000.  

� the debts have to be certain, liquid and due. 

In case the creditors are represented by the company’s employees, they have to have at least 6 average 

gross salaries unpaid per employee in order to be able to request the insolvency of the company.  

Insolvency is presumed to be obvious, if after 90 days after the due date, the Company can not pay its 

creditors.  

The insolvency is imminent when it is proven that the Company will not be able to pay, with the 

available funds, at the due date the outstanding amounts.  

Freelancers and other related forms of business organization 

According to Government Emergency Ordinance no. 44/2008, which sets out the conditions under 

which individuals can carry out business activities in Romania, any person, a Romanian citizen or a 

citizen of another member state of  E.U. or the European Economic Area may conduct business in 

Romania. 

The above Ordinance does not apply to individuals performing their activity under a special law (e.g.: 

lawyers, public notaries, etc). 

 



   

                                                                                                               

 

Individuals may conduct business activities as follows: 

� Like an authorized individual – representing the individual authorized to conduct any form of 

economic activity permitted by law, using mainly its workforce; 

� Like an individual enterprise – representing an economic enterprise, unincorporated organized 

by individual entrepreneurs and 

� Like a family business – representing an economic enterprise, unincorporated sole proprietors 

organized by his family  

The authorized individual can hire employees to help him carry out the business or he can be himself an 

employee and cumulate this capacity with the one of authorized individual.  

Such an individual is entitled to all the profits deriving from his or her business and is personally liable 

for all related debts and liabilities. The individual's liability to the business is therefore not limited to the 

assets used for carrying out his or her business, but also includes the personal assets of the self-

employed individual. 

Economic activities can be carried out in all fields, trades, occupations or professions that the law does 

not  expressly prohibit the free initiative. 

The family businesses are constituted from 2 or more family members. The family members can be 

simultaneously authorized individual or individual enterprises and also employees of third parties.  

A family business is not allowed to employ people.   

In order to carry out business activities, self-employed individuals who act independently as well as 

family-owned enterprises must register with the Trade Registry Office and the relevant tax authorities. 

Representative Offices 

According to Decree-Law 122/1990, foreign companies may set up representative offices in Romania. A 

Representative Office is not a legal entity itself, but rather acts in the parent company's name and 

behalf with a specific mandate to do so. 

The legal status of a Representative Office prevents it from having its own turnover, its revenues 

representing only the amounts transferred to Romania by the parent company to cover its local 

expenses. 

In accordance with the authorization issued by the Ministry of Economy, Trade and Business 

Environment, Representative Offices’ activities are limited to the promotion and technical support of 

the parent company's business activities. 

Thus, in practice, a Representative Office is allowed to perform the following activities: 

� business operations such as: issuance and receipt of offers and orders, participation in 

negotiations, without being allowed to conclude contract 

� marketing and advertising 



   

                                                                                                               

 

� promotion 

� supervision of dealers' activity 

� any other economic and commercial activities meant to develop international exchanges, but 

without having the authority to issue invoices directly. 

In order to obtain an operating license, a Representative Office must pay a yearly tax of USD 1,200. 

In addition they must pay an yearly tax of EUR 4,000. If the license is issued during the year, the tax to 

be paid is proportional to the period remaining until the end of the year.  

Branches and Subsidiaries of Foreign Companies 

A foreign company can do business in Romania through either a subsidiary or a branch. While a 

subsidiary has a legal status and is considered as a Romanian entity, the branch is just an extension of 

the parent company and therefore has no legal status and no financial independence. 

The branch is subject to the national law of the parent company, and the latter will be held liable to any 

creditors of the branch. Also, the branch has to carry on the same activities as the parent company.  

The subsidiary is a legal entity with own legal status, whose share capital is held by the parent company, 

hence though it has legal independence, financially it depends on the parent company.  

As the subsidiary has its own legal status it will be subject to Romanian law.  

Both the branch and the subsidiary have to be registered with the Trade Registry in order to validly 

function.   

 

01/02  Real Estate in Romania 

According to the Romanian legislation in force , there are two types of properties: 

� Public property 

� Private property 

Public property 

According to the Public Property Law no. 213/1998 and to the Romanian Constitution, public property is  

owned: 

� by the State or 

� by the local administrative units 

According to the New Civil Code, Public property represents the property right owned by the state or by 

the local administrative units, on the assets that under the law (de jure)  or by their nature, are of public 

use or interest, under the condition that they are acquired using one of the methods provided by the 



   

                                                                                                               

 

law As an example, the public property of the Romanian State includes estates such as roads, beaches 

and parks. 

According to the Romanian Constitution and the New Civil Code, real estate in the public domain, may 

not be subject to transfers of ownership right, may not be acquired by acquisitive prescription 

(usucapionem), may not be subject to enforcement procedures and expropriations , all the above under 

the sanction of absolute nullity:  

But still, Public property may be granted for management purposes to state autonomous companies and 

public institutions or under concession or lease to legal entities or/and individuals, subject to the 

provisions of the Public Property Law (no. 213/1998, as amended),Government Emergency Ordinance 

no. 54/2006 regarding the legal status of public property and concession agreements and Government 

Emergency Ordinance no. 34/2006, as amended, regarding public procurement and concession 

agreements and according to the provisions of the New Civil Code. According to regulations  in force can 

be subject to concession: 

� public works; 

� services and/or 

� goods representing public property of the State or its administrative units 

Assets in the public domain may be exploited by third parties by means of administration, concession or 

free use. The administration right is granted only to autonomous administration (Romanian: ”regie 

autonoma”) or public administrative authorities and the right to freely use the assets in the public 

property is granted to public utility institutions. The concession right and the right deriving from a lease 

agreement, are awarded following public tender procedures, within certain prescribed conditions. In 

respect to the initial duration of a concession agreement, this may be of maximum 49 years, but it may 

be extended for maximum half of its initial duration. 

Real estate’s assets owned by the State or by the administrative and territorial units but not of public 

use represent the private property thereof, i.e. the State and the cities act as private owner of such 

property.  

Private property 

Private property may be owned: 

� by the individuals 

� by the legal entities and  

� by the State (or local administrative units).  

Unlike publicly owned land that may not be transacted, the private land belonging to the State or to 

local administrative units can be transacted if the relevant procedures are performed. 

In Romania real estate may be transferred, if certain  procedural formalities are completed. 



   

                                                                                                               

 

Land and most types of buildings can be validly acquired only under notarized sale-purchase 

agreements. Other real estate rights, such as easements, usufruct, right of superficies etc, may also be 

granted only under notarized documents. 

 

Property rights may also be acquired:  

� by accession i.e. anything that is added by another party to a landowner’s property, for 

instance, planted in or built on the land in question, will be presumed to belong to that 

landowner  

� by prescription, following the lapse of a certain period of time. 

Before 2005, the foreigners and the legal entities were not allowed to own land in Romania, but under 

the conditions set out following Romania’s EU accession or resulting from international treaties and 

after the Law no. 312/2005 entered into force and also according to the Romanian Constitution, starting 

2012, foreign individuals and legal entities from EU member states which are not residents of Romania 

are entitled to acquire and own land in Romania for secondary residences or secondary offices. They 

may also acquire and own farming land, forests and forest land. 

Agricultural land and forests can be purchased by EU residents who are registered as farmers or 

agribusiness professionals and reside in Romania. Starting January 2012, other EU nationals are able to 

purchase agricultural land and forests. Foreign individuals and companies outside the EU and stateless 

individuals not domiciled in an EU Member State may only acquire ownership over lands in Romania in 

accordance with international treaties and to the reciprocity principle, under conditions not more 

favorable than those set for EU citizens, EU legal persons and  Romanian citizens respectively. 

Foreign natural persons can also acquire ownership title on land by legal inheritance. Furthermore, any 

foreign individual or legal person may own buildings and/or acquire the right to use the land (based on 

lease agreements, concession agreements etc).  

Real estate publicity 

One of the  validity conditions for real estate transfer, are represented by the publicity formalities of the 

registration of property titles in the Land Book Registry kept by the local offices of the Agency for Real 

Estate Registration and Publicity. Such registration makes the ownership right public and opposable to 

third parties. Registration is presumed to be accurate and complete until the contrary is proven. 

Registration with the Land Book Registry does not cover a potential invalidation/nullity of the transfer 

title. 

In order for sale purchase agreements to be notarized, excerpts issued by the Land Book Registry must 

be obtained. Such document, typically provides information as to who the owner is, the assets and 

surface owned, whether there are any mortgages, privileges, easements or encumbrances, etc. 

 



   

                                                                                                               

 

Developing Real Estate 

To begin a real estate project, the developer must obtain certain authorizations from public authorities. 

Thus, in the case of construction sites, developers must obtain an urban planning certificate and a 

building permit. The urban planning certificate must be obtained before the building permit. In general, 

the urban planning certificate contains the list of special permits and/or approvals to be obtained before 

starting the project, as well as information concerning the location, current landowners, rights in favor 

of public utilities, zoning conditions and general conditions regarding the constructions to be built.  

Another procedure states that the builder should, as a general rule, perform an assessment of the 

environmental impact of the project (this assessment is not required when seeking to obtain a 

demolition permit). 

Once the conditions provided under the urban planning certificate have been met, a building permit 

must be obtained. Such a permit is issued by the local authorities and lays down the specific conditions 

for the construction site in question. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   

                                                                                                               

 

02 Tax 
 

02/01 Summary of main taxes: 

� Standard Corporate Tax : flat rate of  16%; 

� Micro enterprises: flat rate of 3% applicable to the turnover (the system is mandatory for 

business generating an annual turnover below EUR 65000). 

� Tax for nightclubs and gambling/betting operations: : flat Corporate tax rate of 16%, but not less 

than 5% of the turnover; 

� Tax for representation offices: annual flat tax of EUR 4,000. 

� Standard Individual Tax: flat rate of 16%; 

� Social Security Contributions: 

 

Contribution Type Employee Employer 

Social security (CAS) 10.5% 20.8% 

Social health insurance (CASS) 5.5% 5.2% 

Unemployment fund 0.5% 0.5% 

Holiday and social health 

insurance indemnity 

 0.85% (applied to the salary fund) capped at 12 

times the minimum gross salary (currently RON 

700, approximately EUR 155) 

Accidents insurance fund 

contribution 

 0.15% - 0.85% depending on Romanian CAEN 

of the company (equivalent of NACE code) 

Salary guarantee fund  0.25% 

 

� Standard Withholding Tax: 16%; 

Withholding tax on payments made  to Romanian residents: 

Dividends to Romanian resident companies………………………………....................................16% 

Dividends to Romanian resident individuals…………………………….......................................16% 

Interest to Romanian resident companies………………………………..........................…..........…0% 

Royalties to Romanian resident companies…………………………....................................…..….0% 

Withholding tax on payments to non-residents: 

Dividends to non-resident companies……………………………….…..…......................................16% 

Dividends to non-resident individuals….............................................................................16% 

Interest to non-resident companies…................................................................................16%  

 

Dividends paid to Romania residents (legal entities and individuals) 

The tax rate applicable to dividends distributed to resident individuals is 16% and is calculated, withheld, 

and paid by the payer of dividend. The tax should be paid by the 25th of the month following the month 

when the dividend was paid. In case of dividends distributed but not paid until the end of the year, the 

tax is due by 25 January of the following year. The dividend tax is final (i.e. the income is not subject to 



   

                                                                                                               

 

regularization). The withholding tax for non-resident individuals is either 16% or a more favorable rate if 

a double tax treaty is applicable. 

Please also refer to Section 2.5 – Withholding and Taxation of non-local source income streams. 

02/02 Direct taxation of business 

Romanian legal entities, legal entities incorporated as per the European legislation that have their 

headquarters in Romania, and foreign entities carrying on business activities in Romania (i.e. through a 

permanent establishment or through a partnership) are subject to corporate tax in Romania. In  case of 

resident legal entities (i.e. incorporated as per the Romanian or European legislation) corporate tax 

applies on their worldwide profits. For non-resident entities, income tax is due only on the profits 

derived in Romania. 

Tax on profits 

Determination of taxable profit 

Taxable profits are computed on an accruals basis, in accordance with Romanian accounting standards 

(i.e., harmonized with the IVth  and the VIIth EU Directives).  

As a general rule, expenses are treated as deductible provided  that they are incurred for the purpose of 

generating taxable income . Exceptions are made for certain types of expenses, where the Romanian 

Fiscal Code provides for certain limitations in respect of their deductibility (e.g. protocol expenses, per 

diem expenses, social expenses, bad debt writen-off, provisions and reserves etc.) 

Expenses that are deemed as non-deductible include late payment penalties and fines payable to the 

authorities, , sponsorships (tax credit available – the lower of 3 per mil of the turnover and 20 per cent 

of the corporate tax liability), benefits in kind not taxed at individual level, and, generally speaking, 

expenses that are not backed-up by proper supporting documentation, expenses that are not incurred 

for business purposes, expenses incurred with acquisition of services for which there is no written 

agreement in place, etc. 

Tax and accounting depreciation or amortisation can be different. From a tax perspective, non-current 

assets should be depreciated over certain periods provided by the  law. Intangible assets (e.g. patents, 

licences and copyrights) are amortised over the their useful life  or over the period of the contract, as 

the case may be.  Software however must be amortised over a three-year period.  

Several tax depreciation methods are provided by the Fiscal Code, depending on the type of the asset. 

For instance, in case of buildings depreciation  is calculated through the straight-line method, but in the 

case of equipment, plant, machinery, computers and peripherals, taxpayers can opt between the 

straight-line method, the reducing balance method, or the accelerated method. As regards intangible 

assets (except for patents, which can be amortised by using each of the aforementioned methods), 

amortisation  must be determined by using the straight-line method.  

 



   

                                                                                                               

 

Losses 

Tax losses incurred starting  2009 may be carried forward for the following 7 years and offset against 

future taxable profits. Tax losses before 2009 may be carried forward over a period of  5 years only.  

Starting 2013, tax losses incurred by companies ceasing to exist due to a spin-off or a merger will be 

recovered by the entities taking over the net equity of the absorbed or spin-off company, proportionally 

to the assets and liabilities transferred.  

Rates 

The corporate tax rate is currently  16% (flat rate). In case of lines of businesses like  bars, night clubs,, 

gambling and betting activities, the corporate tax liability cannot be lower than 5 per cent of the 

revenues generated  from such activities. 

Also, a special regime is applicable to microenterprises (entities that generate an annual income below 

EUR 65000). More precisely, such entities instead of paying 16% corporate tax must pay a 3% turnover 

tax.  

Compliance and other aspects 

Romanian companies (except for Romanian banks and branches of foreign banks) must calculate, 

declare and pay corporate income tax on a quarterly basis, by  25th of the month following each 

quarter. The quarterly corporate tax  is calculated starting from the actual accounting profit/loss  

followed by tax adjustments (e.g. non-deductible expenses, non-taxable revenues, etc)   

As an exception , Romanian banks or branches of foreign banks use a different compliance system, the 

so-called “advance payment” system. More precisely, the “advance payment” system implies the 

calculation of quarterly corporate income tax liabilities by dividing the previous year annual corporate 

tax liability and then by multiplying with the inflationary rate (communicated annually by the tax 

authorities). Provided that in the previous year the taxpayer incurred a tax loss, then the quarterly 

corporate income tax payments are to be determined by applying the CIT rate (16%) to the accounting 

result of the quarter. 

Starting  2013, taxpayers that apply the normal taxation regime can opt to apply the advance payment 

mechanism. This option must be exercised at the beginning of the fiscal year and is then mandatory for 

at least two consecutive fiscal years. 

Annual corporate income tax returns must be submitted to the tax authorities by 25 March for the 

previous year.  

Generally, all taxes are managed by the National Agency for Fiscal Administration, but local 

administrations manage the local taxes due (tax on buildings, land taxes, publicity and advertising taxes, 

tax on vehicles, etc.). 

 



   

                                                                                                               

 

As regards fiscal audits, there is no precise rule regarding their regularity; however, the statute of 

limitation for fiscal liabilities is five years and therefore, the tax authorities generally perform an audit 

close to the end of the 5-year period. Also, tax audits are usually carried out in case of VAT 

reimbursements involving significant amounts and/or in case of taxpayers having a high tax risk. 

Taxpayers that want to determine the precise tax treatment of a specific operation or activity envisaged 

to be performed in the future can request  the National Agency for Fiscal Administration to issue  an 

individual tax ruling. The issuance of a tax ruling takes approximately three months and the associated 

cost is €1,000. 

Advanced pricing agreements can also be obtained upon request, at prices that range between €10,000 

and €20,000 (for large taxpayers). The time frame for obtaining an APA is 12 months for unilateral 

agreements and 18 months for bilateral or multilateral agreements.  

Where tax administrative documents confirming or establishing tax liabilities are considered incorrect by 

the taxpayer, administrative appeals can be filed within 30 days from the date of the communication of 

the fiscal document. If the answer received is not satisfactory for the taxpayer, an appeal in court can be 

filed in a six-month period . 

Tax grouping 

Tax grouping rules are only available in respect of VAT and with certain limitations by comparison to the 

EU law (for instance, one of the limitations is that the VAT group can be formed by companies within the 

same jurisdiction i.e. the same city) .  

Other relevant taxes 

VAT 

The VAT rules in Romania transpose the Directive 2006/112/EC on the common system of value added 

tax (‘VAT’). 

The standard VAT rate is 24%. A reduced rate of 9 %  applies to certain goods and services (medicines 

for human and veterinarian use; accommodation; tickets for cinemas, museums, historical monuments, 

fairs and exhibitions; supply of prostheses and orthopedic products; books, newspapers, periodicals, 

etc.). 

Also, a reduced rate of 5% is applicable to the supply of buildings that have been constructed for social 

housing purposes, including the underlying land (social housing includes buildings used as retirement 

houses, foster homes and recovery centers for disabled  minors, or buildings with a maximum usable 

area of 120 square meters and a value not exceeding EUR 84,000). 

The VAT period is the calendar month, except for taxable persons  having a turnover of less than 

€100,000 , in which case the fiscal period is the calendar quarter. 

Non-resident taxable persons have a right to reimbursement of the VAT paid in Romania either based on 

applicable EU Directives . 



   

                                                                                                               

 

Starting 1 January 2013, the VAT cash accounting system entered into force, which means that VAT will 

become chargeable at the date when the full or partial payment is received by the supplier for the 

goods or services supplied. This system applies to new set-up entities and entities having an annual 

turnover below EUR 500,000. 

The VAT deduction right related to acquisitions of goods/services from a taxable person applying the 

VAT cash accounting system will be postponed until the respective VAT is paid to the supplier, 

irrespective of whether or not the client applies the VAT cash accounting system. These provisions do 

not apply to intra-Community supplies of goods, imports of goods and acquisitions of goods/services 

subject to the reverse charge mechanism. 

Payroll 

Salary income is deemed to include all the income received in cash or in-kind by an individual 

performing an activity based on an individual labor contract. 

Benefits in kind  include among others: 

� use of business assets for personal purposes; 

� non-reimbursable loans; 

� cancellation of a receivable held by the employer towards the employee; 

� telephone expenses or public transportation costs incurred for personal purposes; 

� insurance premiums paid by the company for the employee’s benefit. 

For monthly gross salaries below 3,000 lei (approximately EUR 700) personal deductions are allowed 

depending upon on the number of dependants. 

The taxable base is determined by deducting from the gross income mandatory social security 

contributions, the allowed personal deduction, trade union contributions and the contributions to 

private pension funds (capped at €400 per year). For each secondary job, taxable income is assessed as 

the difference between the gross income and the mandatory social security contributions. 

Employers are liable to calculate and withhold the income tax at the moment when salaries are paid and 

pay it to the state budget by the 25th of the following month. Social security contributions are due both 

by employers and employees. The employee’s social contributions are also withheld by the employer 

and remitted to the social security authorities together with the employer’s social contributions due. 

Social contributions are calculated on the gross income and are deductible for individual income tax 

purposes. The  main social contributions, both at employer and employee level are: 

� health insurance: employee 5.5%; employer 5.2%; 

� pension insurance: employee 10.5 %; employer 20.8%, 25.8% or 30.8% depending on the work 

conditions; 

� unemployment fund: employee 0.5% ; employer 0.5%. 

 

 

 



   

                                                                                                               

 

Local taxes 

Entities owning buildings are subject to building tax. The tax is due annually, in two equal installments, 

payable by the 31 March and 30 September, respectively. Building tax is calculated as a percentage 

between 0.25 per cent and 1.5 per cent to the gross book value (inventory value) of the building. 

For buildings that have not been revalued in the last 3 years, the building tax rate applicable ranges 

between 10% and 40% . 

Local taxes are also due by owners of land. The tax on land is established by taking into consideration 

the number of square meters of the land, the range of the area where the land is situated and usage 

category of the land, determined in accordance with the rules established by the local councils. The tax 

shall be calculated by multiplying the surface of the land with a specific amount established by law. 

Customs duties 

Upon its accession to the European Union, Romania became obliged to apply the Community Customs 

Code and the Code’s implementing provisions. 

Goods imported from an EU Member State are generally not subject to any customs duties. For goods 

coming into Romania from non-EU countries, the EU’s TARIC (Integrated Tariff of the European 

Communities) would be applicable. 

 

02/03 Tax residence and fiscal domicile 

Corporate residence 

An entity is deemed as tax resident in Romania  in the following cases: 

� it is incorporated under Romanian law; 

� is a foreign legal entity having the place of effective management in Romania; or 

� is a legal entity established according to European law that has its headquarters in Romania. 

Branch or permanent establishment 

A permanent establishment (‘PE’) is considered to be the place whereby a non-resident carries out its 

activity, entirely or partially, either directly or through a dependent agent.  

From a tax legislation perspective, a branch is considered to be a permanent establishment of a foreign 

legal entity and consequently has all the liabilities of a regular permanent establishment (payment of 

profits tax, submission of  tax returns, etc). 

Generally, the Romanian tax legislation follows the OECD model tax convention definition and its 

commentaries regarding permanent establishments. Thus, all the rules and conditions regarding the 

existence of a PE are transposed into the Fiscal Code (the carrying out of the business through the fixed 



   

                                                                                                               

 

place , the qualification of the ‘dependent agent’, etc). A PE is to a certain extent assimilated to a local 

company and is liable to pay profits tax for the profits obtained that are attributable to its activity. 

For the purpose of assisting the tax authorities to identify potential PEs activating on the Romania 

territory, Romanian legal entities are required to notify the tax authorities about all the service contracts 

concluded with foreign legal entities or non-resident individuals, for which the services are actually 

rendered in Romania.  

From 2012, the aforementioned requirement also applies to resident individuals and PEs of foreign legal 

entities situated in Romania. 

As regards avoiding the  double taxation,   Romania treaties concluded with other states generally follow 

the OECD model convention provisions and provide for  the tie-break rules for clarifying  double-

residency situations. 

 

02/04 Tax incentives, special regimes and relief that may encourage inward 

investment 

Holding company regimes 

Romania has not adopted any special regulations regarding holding entities.  

Intelectual property 

Romania does not have any special IP regimes. Thus,  the IP income earned by corporate taxpayers is 

taxed at the standard rate of 16 per cent. The taxable income earned by individuals is subject to the 

same tax rate and is determined by deducting from the gross income a lump sum of 20% from the gross 

income  (25% in case of income derived from monumental art works). Optionally, instead of using the 

20%/25%  deduction, the net taxable income can be determined based on actual expenses (i.e single 

entry accounting).  

State aid 

Starting August 2012, a State aid scheme was introduced to support investments that promote regional 

development through new technologies or new jobs (“the scheme”). 

The scheme is addressed to legal persons, companies registered in Romania, which intend to make 

initial investments in the following activity fields: 

� Manufacturing, excepting the manufacture of alcoholic beverages and tobacco products 

� Production and supply of electricity, thermal energy, gas, hot water and air conditioning 

� Software editing 

� Telecommunications 

� IT services 

� Research and development. 



   

                                                                                                               

 

The validity period of the scheme in which financing agreements can be issued is two years, during 

2012-2013. The incentives introduced through this scheme are available as non-refundable funds and 

are granted in the period 2013 - 2018, within the scheme’s allocated budget. The maximum budget of 

the scheme is the equivalent in RON of EUR 100 million, with the possibility of increased funding. The 

total estimated number of companies expected to benefit from this state aid scheme is 10. 

02/05 Withholding tax on external payments 

Withholding tax (domestic law) 

Accordance to Romanian tax legislation, the following types of income paid to non-residents are subject 

to Romanian withholding tax : 

� dividends; 

� interests; 

� royalties; 

� commissions ; 

� income received from a Romanian resident in respect of services, irrespective of the place of 

provision of the services; 

� income from services provided in Romania; 

� income from the liquidation of a Romanian legal entity; 

� income from prizes obtained in contests organised in Romania. 

The general withholding tax rate is 16% . However, various exemptions are granted for specific types of 

payments performed in relation to non-residents, especially in accordance with EU legislation. 

Withholding tax exemptions provided by the Romanian legislation 

Since Romania joined the EU, it has progressively adopted and implemented the relevant EU Directives 

into domestic legislation (see below). Two of the most important are the Parent-Subsidiary Directive and 

the Interest and Royalties Directive. 

The main condition for applying the two directives refers to a  minimum two-year holding period. 

However, non-residents are able to claim back the taxes paid after  the 2-year holding period is reached. 

In order for non-residents to benefit from the provisions of the following Directives, they must provide 

the Romanian payers of income with valid fiscal residency certificates issued by the competent tax 

authorities from their states of residence and affidavits that prove compliance with the regulations of 

the Directives. 

Parent-Subsidiary Directive 

Dividends paid by a Romanian legal entity to an entity resident in another EU Member State or in a state 

member of the European Free Trade Association (‘EFTA’), or to a PE generated by a company resident in 

an EU Member State or a state member of the EFTA, are exempt from withholding tax provided that the 

entity representing the beneficial owner of the dividends satisfies the conditions set out by the Directive 

(i.e. at least 10% continuous ownership in the last 2 years before the dividend payment). 



   

                                                                                                               

 

Interest and Royalties Directive 

Interest and royalties payments made towards a legal entity resident of a state of the EU or of the EFTA, 

or to a permanent establishment generated by a company resident in an EU member state or a state 

member of the EFTA, are exempt from withholding tax provided that the beneficial owner of such 

income has been helding a shareholdin quota of at leastt 25% for an uninterrupted period of at least 

two years, ending in the day when the interest/royalties are paid. 

Double-taxation treaties 

Romania has currently a network of tax treaties for avoiding double taxation concluded with more than 

80 countries, all of them following the OECD model. 

According to the domestic regulations, the most favorable provisions of either domestic legislation or 

relevant Tax Treaty are applicable. Usually, the tax treaties provide for more favorable provisions than 

the Romanian Fiscal Code. However, in order for the provisions of the treaties to be applicable, the 

beneficial owner of the income derived from Romania must provide the Romanian entity with a valid 

fiscal residency certificate, attesting its foreign residency at the moments of receiving the payment. 

Tax credit 

If a Romanian legal entity receives income from a foreign state (e.g., dividends) subject to both 

withholding tax in that foreign state and to domestic taxation, then it benefit from a tax credit in 

Romania for the tax paid abroad (limited however to the level of the Romanian corporate income tax  

that would have been paid for a similar income obtained in Romania).. 

These provisions are applicable if a tax treaty is in place between Romania and the residency state of the 

foreign income payer  and if the Romanian legal entity is able to prove the tax paid in the foreign 

country. 

02/06 Taxation of funding 

Entities are generally funded through a combination of debt and equity funding. The funds are obtained 

either from the shareholders or from financial institutions. 

Thin capitalization 

The following rules apply to the deductibility of interest expenses and FX losses related to loans: 

� interest expenses and foreign exchange losses recorded in relation to loans obtained from 

a financial institution (e.g. bank loans) are fully deductible; 

� deductibility of interest expenses recorded in relation to loans obtained from non-financial 

institutions (e.g. shareholder loans) is subject to the following limits: 



   

                                                                                                               

 

Interest rate limitation: deductibility of interest expenses may be claimed within the limit of a 

6% interest rate (for loans denominated in foreign currencies) and the reference interest rate 

published by the National Bank of Romania for loans denominated in RON (5.25% at the end of 

2012). Any interest in excess of the above mentioned thresholds is permanently non- deductible 

for corporate tax purposes. Interest expenses that fall within the limits above and the FX losses 

related to loans obtained from non-financial institutions are further following the debt-to-equity 

rules in terms of corporate tax deductibility (below). 

Debt-to-equity limitation: if the company’s debt-to-equity ratio (calculated as the ratio between 

long-term borrowings obtained from non-financial institutions and the company’s equity) 

exceeds 3:1 (or is negative), interest expenses and foreign exchange losses recorded in relation 

to loans obtained from non-financial institutions must be treated as non-deductible for 

corporate tax purposes. However, they may be carried forward over an indefinite period of time 

in order to be offset against future taxable profits, if  and when its debt-to-equity ratio is 

restored. 

Deduction of finance costs 

For the deductibility regime of interest expenses, please see above. Regarding other types of expenses, 

such as bank arrangement fees, commissions, etc., these are generally deductible provided that they 

relate to loans or transactions made for business purposes. 

Restrictions on payments 

No distribution of interim dividends is allowed by the Romanian legislation. Consequently, dividends to 

be distributed are determined only after establishing  the year-end profits. 

Dividends shall be distributed within the time frame provided by the general shareholders meeting, but 

no longer than six months after the approval of the annual financial statements corresponding to the 

previous financial year. 

Return of capital 

Share capital can be repaid to the shareholders up to the limit of the minimum share capital required by 

law. This has no tax implications provided that the repayment is performed to each shareholder within 

the limit of its initial contribution. Any additional repayment shall be taxed (capital gain tax of 16 per 

cent). 

02/07 Acquisition structures, restructuring and exit charges 

Acquisition 

In practice, local businesses are generally acquired  either through an asset deal or a share deal. Through 

an asset deal, the assets of an entity or the entire business performed by an entity are transferred to the 

buyer. This structure usually generates corporate income tax implications. In case that an entire branch 

of activity is transferred, this operation is outside of VAT scope, provided that the branch of activity can 

act as an independent structure , both technically and commercially .  



   

                                                                                                               

 

Through a share deal, the participation titles held in a Romanian business can be transferred to foreign 

buyers. Generally, the sale of shares held in local entities is taxed in Romania; however, in case of 

foreign shareholders alienating their participation titles held in local entities, the provisions of the 

double-taxation treaties concluded between Romania and the state of residence of the foreign seller 

can be applied. Generally, the treaty grants taxation to the state of residency of the seller. 

Reorganisations 

The Romanian tax legislation has implemented the provisions of European Directive No. 2009/133/EC on 

the common system of taxation applicable to mergers, divisions, partial divisions, transfers of assets and 

exchanges of shares concerning companies of different Member States and to the transfer of the 

registered office of a European company or cooperative European company between Member States. 

As such, reorganizations are in principle tax-neutral, unless they have as a main objective tax evasion or 

avoidance.  

Exit 

An entity can choose to establish its activity in a foreign state. In this respect, it shall close the local 

business and open another one in the foreign country or open a branch into that respective state. 

Entities established in accordance with the European legislation, as per the provisions of the Mergers 

Directive, can transfer their headquarters from Romania to another Member State. This operation 

would not result in taxation of the difference between the market value of the assets transferred and 

their fiscal value for those assets that would still hold a PE of the European entity in Romania and that 

would contribute to the fiscal result of the entity. 

02/08 Anti- avoidance and other relevant legislation 

General anti-avoidance 

Domestic rules stipulate that tax authorities may disregard a transaction performed by taxpayers if it 

does not have economic substance or might reassess prices used in order to reflect market prices. The 

reassessment does not affect the financial statements of the Romanian company, but only the tax 

position. 

The Romanian tax legislation on transfer pricing aims to be in line with the OECD transfer pricing 

guidelines. separately, according to the provisions of the Fiscal Procedural Code, , taxpayers entering 

transactions with related parties have the obligation, upon the request of the fiscal authorities, to 

present a transfer pricing documentation file. 

Controlled foreign corporations 

The Romanian tax legislation in force does not currently provide for CFC rules. 

 

 



   

                                                                                                               

 

Transfer pricing 

According to domestic tax legislation, transactions between related parties must be carried out in 

accordance with the arm’s length principle (i.e., transactions should be carried out at the same price as 

if concluded between non-related parties). 

The methods for the assessment of market value include the Comparable Uncontrolled Price Method, 

the Cost Plus Method, the Resale Price Method, and any other method recognized by the transfer 

pricing guidelines issued by the Organization for Economic Cooperation and Development (OECD). 

According to the Romanian legislation, taxpayers involved in transactions with related parties should 

present, upon tax authorities’ request, a transfer pricing file, whose content is provided by depicted 

legislation. The deadline for presentation of the file is a maximum of three months and may be 

extended only once for the same period. Failure to present the file allows the tax authorities to impose a 

certain level of transfer pricing using a simplified methodology. It is possible for the taxpayer to apply 

for an advance pricing agreement with the authorities that would in theory eliminate the risk of an 

adverse transfer pricing assessment, as long as the taxpayer respects the terms and conditions of such 

agreement over its validity period. 

Tax clearances and rulings 

The Romanian tax legislation does not provide any obligation regarding tax clearances or rulings 

required to acquire a local business. 

 

 

 

 

 

 

 

 

 

 

 

 



   

                                                                                                               

 

03 Accounting 
 

03/01 Introduction 

The integration with the European market brought with it the harmonization of local accounting rules 

with the European Directives and the International Financial Reporting Standards (IFRS) , although we 

still have significant differences if we compare local rules with IFRS. 

The framework of Romanian accounting system can be considered Law No. 82/1991, republished in 

Official Gazette of Romania no. 454 of 18 June 2008 (the “Accounting Law”) as further amended and 

completed. 

The following entities are subject to accounting regulations: 

� private companies 

� state companies : national companies, self-managed public companies, national research and 

development institutions  

� public institutions  

� cooperative enterprises  

� associations and other legal entities  

� individuals authorized to carry out  income generating activities ( freelancers, family enterprises 

etc) 

� non- profit entities  

� representative offices and branches registered abroad by Romanian legal entities  

� permanent establishments and representative offices established by foreign legal entities  

� collective investment funds which are not incorporated by Articles of Associations, as set out in 

the capital market legislation, pension funds, private pension funds and other entities organized 

under the Civil Code. 

03/02  Type of accounting rules 

The Romanian accounting system consist into two sets of accounting rules: 

Local accounting regulations represented by following Orders that complete Accounting law providing 

detailed guidance on the content and form of the financial statements, applicable accounting principles, 

recognition and measurement rules for financial statement items as well as the chart of accounts to be 

used by entities under the scope. 

� Order of the Ministry of Public Finance no.3055/2009 (“Order 3055/2009”) on the approval of  

accounting regulations compliant with European Directives –in effect as of 1 January 2010 Order 

3055/2009 is applicable to all categories of entities listed above, except for small entities , non-

profit organizations , public entities  and  entities operating in financial services and listed 

entities, for which specific accounting regulations are issued by their respective supervisory 

authorities ; 

� Order of the Ministry of Public Finance no.2239/2011 regarding simplified accounting system 

applicable to entities having the annual turnover under 35 000 euro turnover. Those entities use 



   

                                                                                                               

 

simplified chart of accounts and simplified financial statements without obligation to use 

services of a certified accountant for preparation of annual statutory reporting;  

� Order of the Insurance Supervisory Commission no. 3129/2005 regarding accounting regulations 

compliant with European Directives, applicable to entities in the insurance industry; 

� Accounting regulations compliant with the European Fourth Directive approved by Norm of the 

Private Pension System Supervisory Commission no.14/2007, applicable to entities in the private 

pension system; 

� Order no. 27 / 2011 of Romanian Nation Bank  contain accounting regulations applicable to 

payment institutions, non-banking financial institutions and to the Guarantee Fund for Bank 

Deposits; 

� Order no. 1969/2007 issued by finance Ministry contain special accounting treatments and 

reporting requirements for non-for-profit entitites based in Romania;  

� Accounting rules and regulation applicable for individuals and representative offices consist into 

a set of simplified cash base accounting rules that are drafted mainly for taxation scope.  

International regulations ( IFRS)  

In Romania, the application of IAS / IFRS refers to a category of entities called public interest entities as 

follows: 

� credit institutions;  

� insurance companies, reinsurance and insurance-reinsurance;  

� entities regulated and supervised by the National Securities Commission;  

� companies whose securities are admitted to trading on a regulated market;  

� companies and domestic companies;  

� legal persons belonging to a group of companies and enter into the consolidation by a parent 

applying International Financial Reporting Standards;  

� legal entities receiving grants or loans with the guarantee  

Given pre-adheration mechanisms Romania has established a program of gradual adoption of IFRS. 

Thus, from the year ended December 31, 2006 and 2007 credit institutions and also public entities had 

to prepare the consolidated financial statements base on IFRS rules, in addition to financial statements 

prepared in accordance with statutory accounting regulations.  

Starting 2012 all the credit institutions and companies listed at the Bucharest Stock Exchange shall apply 

IFRS while preparing individual annual financial statements.  

The relevant legislation includes: 

� Order no. 907/2005 for approval of categories of legal entities applying accounting regulations 

complying with International Financial Reporting Standards and with European Directives; 

� Order no. 1121/2006 issued by the Ministry of Public Finance regarding application of 

International Financial Reporting Standards; 

� Order no 9/2010 issued by National Bank of Romania, regarding application of International 

Financial Reporting Standards for all credit institutions like base accounting rules; 

� Order 881/2012 of the Minister of Public Finance (as completed by Order 1286/2012) for 

approval of the applicable accounting norms according to IFRS for companies listed on a 



   

                                                                                                               

 

regulated stock exchange. A list of the entities that apply the IFRS can be found at 

http://www.cnvmr.ro/pdf/diverse/Lista-societati-incidente-OMF-2012.pdf . 

 

03/03 Language, currency and chart of accounts used for accounting purposes  

 

According with the Accounting Law no.82/1991, define bookkeeping as the main instrument of 

information, management and control of the equity and the obtained results that shall provide: 

� the chronological and systematic recording, the processing, the issuing and the keeping of the 

data related to the equity situation and the obtained results for both the requirements of the 

entities and for the relationship of those entities with the partners or with the shareholders, the 

clients, the suppliers, the banks, the fiscal bodies and other legal and natural persons; 

� the control of the effected asset operations and of the employed processing procedures as well 

as the accuracy of the supplied bookkeeping data; 

� the supply of information in order to assess the national treasure, to execute the national public 

budget as well as to work out the financial balances and the whole national economy balance 

The justifying documents on which the bookkeeping recordings are based imply the responsibility of the 

persons who prepared, checked and approved them or recorded them in the book as required. 

A mandatory rule stipulated into Accounting Law specify that accounting records must be kept in 

Romanian language and expressed in the national currency RON. Accounting operations evidencing 

foreign currency transactions must be kept both in RON and in foreign currency. At the same time, for 

information purposes only, accounting records may also be kept in any foreign currency. 

All entities should respect a local Chart of accounts. Generally the Romanian accounts are grouped in the 

following categories: 

� Class 1-Capital accounts, Class 2- Non-current assets, Class 3 - Inventories and work in progress, 

Class 4 - Third party accounts and Class  5- Treasury accounts for balance sheet accounts; 

� Class 6 –Expense accounts  and Class 7- Income accounts are used for income statement 

evidence; 

� Class 8 – Special accounts contains extra balance accounts; 

� Class 9- Management account contains management account used for internal transaction and 

production cost calculation.   

03/04 Financial Reporting into Romania 

Annual Financial Statements 

 

The Accounting Law states that the preparation of annual financial statements is compulsory. The form 

and content of the annual financial statements is prescribed by the Ministry of Public Finance or by the 



   

                                                                                                               

 

other regulators for the entities under their supervision.  Private companies that apply the provisions of 

Order 3055 / 2009 are required to prepare their annual financial statements within 150 days of the 

closing their financial year.  

The financial year represents the period of 12 months for which the Financial Statements are prepared 

and usually concurs with the calendar year.  

Branches or subsidiaries of a foreign company may adopt the financial year of the parent company, 

except for credit institutions, non-banking financial institutions, insurance and reinsurance companies 

and entities operating under the supervision of the National Securities Commission and of the Private 

Pension System Supervisory Commission. 

The entities which apply for a different financial year than calendar year have the following obligations: 

� to submit annual financial reports; 

� to inform the Tax Authorities in writing regarding the financial exercise chosen with at least 30 

calendar days before the start of the financial exercise. In order to obtain the approval for a 

different financial exercise the entity must prove that is a Branch or subsidiary of a foreign 

company which has the financial exercise different than the calendar year; 

� The chosen date for the financial exercise cannot be changed except the case the mother 

company changes the reporting date. 

In case of annual consolidated financial statements the mother-company financial exercise applies. If 

the subsidiaries financial exercise is different from the mother-company’s financial year the financial 

statements can be prepared at another date as the majority or the most important consolidated 

entities. 

The Order No. 3055/2009 of the Ministry of Public Finances presents two types of financial statements 

depending on the fulfillment of various criteria as detailed below: 

� Turnover: minimum EUR 7.3 million ; 

� Total assets at year-end: minimum EUR 3.65 million ; 

� Average number of employees for the period: minimum 50 . 

Entities which in two consecutive financial years exceed two of the three size criteria set under Order 

3055/ 2009, as well as companies whose securities have been admitted to trading on a stock exchange 

(regardless of size) are required to submit regular financial statements including a balance sheet, an 

income statement, a statement of changes in equity, a statement of cash flows and explanatory notes. 

Companies which do not exceed two of the three size criteria are required to submit abridged financial 

statements including only an abridged balance sheet, an income statement and explanatory notes. 

Preparing a statement on changes in equity and a statement of cash flows is optional. 

Companies are legally obliged to include a Directors Report in their annual financial statements. A 

Directors Report is a comprehensive report on a Company 's activities throughout the preceding year. 

Directors Report are intended to give shareholders and other interested people information about the 

company's activities and financial performance. 

 



   

                                                                                                               

 

The elements presented in annual financial reports must offer a fair and accurate image of the assets, of 

the debts, of the financial position, of the profit and loss of the entity. These elements are evaluated in 

accordance with the general accounting principles: the principle of the activity’s continuity, the principle 

of separate evaluation of assets and debts, the principle of intangibility, the principle of non-

compensation, the principle of prevalence of the economic on the juridical and the principle of the 

threshold of meaning. Any departure from these principles is seen as being exceptional and requires 

disclosure in the explanatory notes, indicating the reason for departure and its impact on assets, 

liabilities, financial position and profit or loss for the period. 

Half Year Accounting Reports  

Starting 2011, the entities are obliged to process and submit Half Year Accounting Reports for statistical 

scope only if they registered a turnover over the threshold of EUR 35.000, calculated for the previous 

year at the National Bank of Romania published exchange rate for previous year. 

The Half Year Financial Reports comprise following documents: 

� Balance Sheet  

� Income Statement  

� Informative dates 

� Trial Balance 

Consolidated Financial Statements 

The consolidated financial statements are prepared in accordance with Seventh Council Directive 

83/349/EEC. 

A parent entity is required to prepare financial consolidated statements if it’s part of a group of entities 

and meets the following criteria’s: 

� it has a majority of the shareholders' or members' voting rights in another entity (a subsidiary); 

� it is a shareholder in or member of an entity and a majority of the members of the 

administrative, management or supervisory bodies of that entity (a 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 prepared, have been appointed solely as a result of the 

exercise of its voting rights; 

� it is a shareholder in or member of a subsidiary and has sole control over a majority of 

shareholders' or members' voting rights in that subsidiary, under an agreement with other 

shareholders or members; 

� 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 under a 

provision in its memorandum or articles of association, where the law governing that subsidiary 

permits its being subject to such contracts or provisions; 

� it has control over a subsidiary or it has the right to exercise a dominant influence; 

� 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; 



   

                                                                                                               

 

� the parent company manage the entity and its subsidiary. 

A parent entity is exempt from preparing consolidated financial statements if the entities which should 

be consolidated do not overcome together, on the basis of the most recent financial statements, the 

following limits: 

� net turnover: EUR 35,040,000;  

� cumulated value of assets: EUR 17,520,000;  

� average number of employees: 250.  

The above mentioned exemption cannot be granted if one of the group entities has securities listed for 

trading on stock exchange. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   

                                                                                                               

 

04 Romanian Employment Law  
 

04/01 Legal framework overview. The laws governing employment relationships 

The Romanian employment legal framework is in present, governed by two Laws and one Emergency 

Government Ordinance. Labor relations are mainly regulated by Law no. 53/2003 – the Labor Code. All 

Labor conflicts that are to appear in employment relationships, are falling under Law‘s no. 168/1999 

influence and the employment or transfer of foreigners in Romania is regulated by Emergency 

Government Ordinance no. 56/2007.  

There are also some other aspects that need to be taken into consideration, as collective bargaining 

agreements concluded at industry or employer level, other Labor regulations on specific issues such as 

work protection, the social security system, unions, etc. Equally applicable to all employment 

relationships established between the employers which perform activities falling under the industry 

with respect to which the collective agreement has been concluded and the latter employees, are the 

collective (concluded at industry level) bargaining agreement’s provisions. This agreements are 

subordinated to all prevailing laws, specifically the Labor Code, in what regards the possibility to restrict 

the employees rights. 

All these form the legal framework governing today’s employment relationships in Romania. 

04/02  Employment documentation. Individual Labor Agreement 

 Unlimited duration / limited duration 

In most cases, work in Romania is performed based on an individual employment contract. An individual 

employment contract is an agreement under which an employee, undertakes to perform the work for 

and under the authority of an employer, natural or legal person, against a remuneration called wage. 

The contract must be concluded in written form in the Romanian language, this obligation lies with the 

employer. The unlimited duration one may provide for a single trial period of maximum 90 calendar 

days, in case of executive positions, and maximum 120 calendar days, in case of management positions. 

The main interest of having a trial period in the agreement consists of the possibility to terminate the 

employment relationship during or at the end of this period only through a written notification, at any 

parties initiative. In such a case no notice period is required.  

A person may only be employed on the basis of a medical certificate, certifying that the person 

concerned is able to carry out that activity. This certificate must be issued by the occupational physician, 

no later that 1 day before the employee begins his activity, date stipulated in the Individual Labor 

Agreement. The breach of the provisions mentioned above will void the Individual Labor Agreement. 

According to the legal provisions, the individual employment agreement should be concluded for an 

unlimited duration. However, the Labor Code allows, by way of exception, the conclusion for a limited 

duration, but only under the terms expressly provided for in the law. An individual employment contract 

of limited duration may only be concluded with the express mention of its length, and same parties  may 

successively conclude at most 3 individual employment contracts. 



   

                                                                                                               

 

From capacity to work point of view, a person will legaly acquire this right at the age of 16, still any 

person may also conclude a employment contract as an employee at the age of 15, but only with the 

agreement of his/her parents or legal representatives. 

Mandatory and special clauses 

Some of the contractual parties’ main rights and liabilities are provided by the Romanian law as 

mandatory clauses which have to be expressly stipulated in the individual Labor agreement, as 

following:  

� parties’ identity, employer‘s headquarters; 

� workplace;  

� job/position according to the Romanian Classification of Occupations and the job description. 

� evaluation criteria for each employee’s professional activity applicable to the employer’s level. 

Connected to this, each employer should have included in his Internal Regulation clearly defined 

performance objectives and evaluation criteria for each job position on the payroll; 

� specific job risks; 

� the date when the agreement enters into force /conditions for granting the notice and duration; 

� duration of the agreement (in case of limited duration or temporary labor agreements); 

� length of the leave the employee is entitled to. In this case the Labor Code provides that the 

annual leave must have a minimum length of 20 working days; 

� basic pay and other components of earned income the payment frequency for the wage the 

employee is entitled to, other elements of the salary revenues. All these elements must be 

expressed in Romania’s national currency.  

� normal length of work. According to the legal provisions in force the normal length of the 

worktime for the full-time employees is 8 hours per day and 40 hours per week, 5 days per 

week, and in the case of young people under 18 years is 6 hours per day and 30 hours per week, 

5 days per week. The maximum legal duration of the worktime cannot exceed 48 hours per 

week, including overtime hours. It is forbitten for employees younger than 18 years to perform 

overtime work. Also mandatory by Labor Code is that a daily duration of a 12 hour working day, 

is followed by a 24 hour rest period. The most predominant sector where there is a need to 

perform night hours is production. Thus night hours are only the hours performed between 

22:00 and 06:00. As a part of weekly rest section from Labor Code we find Romania has 12 legal 

holidays. As a conclusion, each type of worked hour is remunerated accordingly the provisions 

stipulated in the Labor Code. 

� reference to the collective bargaining agreement regulating the employee‘s work conditions; 

In addition to these clauses, the parties may negotiate certain specific clauses to be inserted in the 

individual Labor contract as well, such as, but not limited to: non-competition, confidentiality, 

professional training and job mobility.  

Amendments 

All addendums to the Individual Labor Agreement may be amended only with both parties consent. They 

regard any of the following: length of the contract, place of work, type of work, working conditions, 

wage, work time and rest time. 



   

                                                                                                               

 

As an exception, only the place of work may be unilaterally amended by the employer through: 

� delegation. We refer at delegation as a temporary exercise made by the employee, on 

employer‘s direction, of works or tasks similar to his usual tasks, outside his workplace. The 

maximum period of a delegation is 60 days during 12 months and may only be extended with 

the agreement of the employee, with maximum 60 days. A delegated employee will have the 

right to the payment of transport and accommodation expenses, and a delegation benefit, 

under the terms provided for in the law or the applicable collective work agreement. 

� secondment. This is an act by which the employer directs the temporary change of the 

workplace to another employer, for the performance of certain works in its interest. By way of 

exception, the type of work may be changed during the posting, but only with the written 

agreement of the employee. The rights due to the seconded employee shall be granted by the 

employer where the secondment was ordered. 

Any amendment to one or more of the elements mentioned below during the performance of the 

Individual Labor Contract requires the conclusion of an addendum, within 20 working days as of the 

date of such change occurrence, excepting the circumstances when such change is expressly provided 

by the law. 

Suspension 

The suspension of the Individual Labor Contract may occur by right, by agreement of the parties  or by 

unilateral act of one of the parties . Following the suspension of the Individual Labor Contract, the 

employee shall suspend the provision of work and the employer shall suspend the payment of wage 

rights. Therefore it becomes suspended by right under the circumstances such as maternity or 

temporary disability leave, exercise of a public office in an executive, legislative or judicial authority, 

during the whole office period, holding a paid management position in a trade union or in case the 

employee is in custody, as provided under the Criminal Procedure Code. 

It can also be suspended on the initiative of the employee, as unilateral act by maternal or parental 

leave for rearing of child less than 2 years old / in the case of a disabled child, up to the age of 3 years, 

participation to strike, leave for care of sick child under 7 years old or, in the case of a disabled child, for 

intercurrent diseases, up to the age of 18 years or vocational training leave. The employer may suspend 

the Individual Labor Contract as unilateral act during the preliminary disciplinary hearing under the 

terms of the law, as a disciplinary sanction, during the secondment or in case of temporary interruption 

of the activity or temporally decrease of the activity, without the termination of the employment 

relationship for economic, technological, structural reasons or other similar reasons. 

An Individual Labor Contract may be suspended, with the agreement of the parties , in case of leaves of 

absence without pay for studies or personal interests. 

There are other reasons which can lead to a Individual Labor Contract suspension, all of them being 

stipulated in the Labor Code, chapter IV. 

 

 



   

                                                                                                               

 

Termination 

An Individual Labor Contract may be terminated as follows: by right, after the agreement of the parties  

on the date agreed upon by them, after the unilateral decision of one party in the cases and under the 

terms restrictively provided for in the law. 

As most commonly encountered reasons for termination by right we find: at the end of the individual 

work contract of limited duration; on the date of fulfillment of both conditions for age retirement and of 

a minimum period  of contribution for retirement , on the communication date of the retirement 

decision in case of pension for disability, in advance partial pension, in advance pension, pension for age 

limit with the reduction of the standard age of retierement; following the establishment of the absolute 

nullity of the Individual Labor Contract, from the date the nullity was established by agreement of the 

parties  or by final judgment or at the death date of employee as well as in case of dissolution of the 

employer starting with the date when the employer has ceased to exist; 

It can also be terminated after the agreement of the parties, on the date agreed upon by them, or as a 

result of one parties unilateral decision. In this case both the employer and the employee can initiate the 

termination of the Individual Labor Contract. 

Termination at the employer’s initiative upon the employers initiative may occur in one of cases 

restrictively set forth under Labor Code within Section 2 to 5, either for the employees related or non 

related reasons. It is expressly forbidden to dismiss employees on reasons of gender, age, disability, 

ethnicity, trade union membership or activities, sexual behavior, genetic features, nationality, race, skin 

color, religion, social background, family situation or responsibilities, or for exercising one‘s right to 

strike and trade union rights, as provided by law or political option. 

Termination at the employee’s initiative – the resignation. “Resignation” means the unilateral act of the 

employee who, by a written notification in Romanian language, communicates the employer the 

cessation of the Individual Labor Contract, after the fulfillment of a term of notice. The employee is free 

not to motivate the resignation. The employer is obliged to register the employee’s resignation. The 

refusal of the employer to register the resignation shall give the employee the right to prove it by any 

means of evidence. 

Registrations. Labor Inspection. 

The Romanian institution responsible with monitoring the compliance of both employer and employee 

with the Labor Regulations is the Labor Inspection, established under Law no. 108/1999. The institution 

has been established under the supervision of Ministry of Labor, Family and Social Protection and has as 

main attributes law enforcement and securing compliance with general and special provision of the 

main labor regulations, including safety and health standards. For a better coordination of labor 

relationships, each district shall have a Territorial Labor Inspectorate, subordinated to the Labor 

Inspection. 

The above mentioned employment, amendment, suspension or termination of the labor contract are 

valid only if the documents are registered to the Territorial Labor Inspectorate. As specified by the Labor 

Code, the employer must keep a general register of employees, which shall be registered with the 



   

                                                                                                               

 

competent authority where the employer has its headquarters and it shall become official from the 

registration date.  

The general register of employees must be used only under the specifications of Government Decision 

no. 500/18.05.2011. Non-compliance with the Government Decision will be subject of penalties, as the 

Labor Inspection decides. The person responsible with the documents registration into the general 

register will be assigned by the employer through a written decision. The employer has also the option 

of handing over the responsibility of filling in the general register of employees to a service provider, if 

they inform the Territorial Labor Inspectorate within 3 days after the contract has been signed. 

The general register of employees contains the following mandatory data, which will be registered 

online to the Territorial Labor Inspectorate when they occur and with each amendment that might 

follow: 

� employer and employee identification data 

� type of labor contract 

� employment date 

� duration and length of the agreement 

� wage and permanent increases 

� job/position according to the Romanian Classification of Occupations  

� secondment, suspension or termination details 

New labor contracts must be registered online with one day before the employee starts activity, while 

all amendments to the contract shall be transmitted the latest with one day prior to the 20
th

 working 

day after entering into force. The deadline for registering the suspension is the 20
th

 working day after 

entering into force and the termination shall be registered the latest in the same day the employee ends 

his activity. Any errors in the data registered will be subject of penalty with no exception. 

Employee protection 

According to Labor Code, any employee is entitled to adequate work conditions for the activity carried 

out, social protection, labor safety and health, collective negotiations, personal data protection, 

discrimination protection and possibility to defend their rights without any exceptions. Most of the 

employee protection means are established mainly in the Labor Code, but also under special laws such 

as: Social Dialogue Law no. 62/2011, Safety and Health Law no. 319/2006, the procedure for resolving 

labor conflicts provided by Law no. 168/1999. 

� Employees' representatives 

Employees working in companies with more than 20 employees, have the right to elect and authorize 

one or more representatives who shall promote and defend their rights, with the condition that 

employees are not already represented by a trade union. Employees’ representatives must ensure that 

the employer complies with the specifications of the individual labor contracts, collective bargaining 

agreements, internal regulations and any applicable legislation. They must also take part to the 

negotiation and conclusion of internal regulations and collective bargaining agreements, promote and 

protect employees’ interests related to their labor relationship and in case of employer’s non-

compliance with the applicable rules and regulations, to notify the authorized institution.  



   

                                                                                                               

 

� Trade unions 

As an alternative to the employees’ representatives, trade unions are independent legal entities, 

established by the employees in order to protect the general rights of the employees and ensure 

employer’s compliance with the applicable rules and regulations. Trade unions shall take part not only 

to collective bargaining agreements negotiation and conclusion, but also to open discussions with the 

public authorities and the employers' organisations, as well as any activity defined by the Social 

Dialogue Law.  

� Collective bargaining agreements 

Presently there are two types of collective bargaining agreements: company or group agreement, 

registered to the Territorial Labor Inspectorate and industry agreement, registered at Ministry of Labor, 

Family and Social Protection. It is mandatory for employers with over 20 employees to initiate a 

collective negotiation with the employees’ representatives or unions, during the process both parts 

being equal and free. Nevertheless, the law doesn’t provide the obligation of concluding the agreement.  

Employees’ representative or trade unions shall promote and defend employees’ rights. When 

concluding a collective bargaining agreement, it is forbidden to establish rights that are under the 

minimums established by law or by agreements at a higher level. 

The rules that both employer/employer’s organization and the employees’ representatives/trade unions 

must comply with are provided by Law no. 62/2011. 

� Internal regulations 

It is mandatory for each employer to conclude the internal regulations within 60 days after acquiring its 

legal personality. Employees’ representatives or trade unions shall discuss with the employer about the 

rights to be included into the internal regulations, considering the minimum elements provided by the 

Labor Code: 

� labor protection, hygiene and safety at work 

� compliance with non-discrimination and dignity principles  

� rights and obligations of both employer and employee 

� procedure and ways of solving employees’ requests and complaints  

� procedure and ways of solving disciplinary issues 

� employee evaluation procedure 

� any other specific company regulations 

� Safety and health standards 

Each employer must assign a person certified in his profession, responsible with safety and health 

procedures implementation within the company. Moreover, employers with over 50 employees shall 

organize a labor safety and health committee that implies employees’ involvement in safety and health 

measures applicable at company level. 



   

                                                                                                               

 

The Labor Code and the Safety and Health Law no. 319/2006 establish the main rights and 

responsibilities of both employer and employee during the length of their agreement. The employer 

shall insure employee access to labor medicine services no later than 1 day before the employee starts 

activity and also during the employment, certifying the validity of the labor agreement. The labor 

medicine physician shall be involved in accidents and professional diseases prevention, hygiene at the 

workplace and regular employee health monitoring.  

� Employee training  

Based on the number of employees, the company shall insure training programmes as follows: 

� at least once every 2 years, for employers with at least 21 employees 

� at least once every 3 years, for employers with less than 21 employees 

The Labor Code established the mandatory training programmes in order to insure employee 

accommodation to the workplace evolution during the individual agreement’s length, employee 

knowledge update, to offer the employee possibility of improving his/her activity, possibility of 

obtaining a professional qualification or to help unemployment risk prevention. 

The employers with over 20 employees will define together with the employees’ representatives or 

trade unions, annual training programmes for the employees, according to company needs and 

employee requirements.  

Based on the type of training and the part who requested it, the employer might impose termination 

restrictions to the employee.  

 

� Employer restrictions 

The employer cannot forbid or influence in any way employees’ decision of taking part to strikes. 

Employees have the right to strike in case their professional, economical or social interests are in 

jeopardy.  

Mothers protection at work is another issue that occurs once the employee informs the company about 

the pregnancy. The employees are protected by the regulations of Emergency Ordinance 96/2003, that 

impose restrictions related to working time, termination, health and safety and time off. 

Employers cannot apply disciplinary sanctions unless a prior disciplinary inquiry is carried out and all 

steps of the legal procedure are followed properly. The employer shall assign a committee to handle the 

occurring mater. The employee shall be called out in writing, stating the reason, date, time and place of 

the meeting during which the employee will have the possibility to defend himself/herself and also 

he/she may choose to be assisted by an employees’ or trade union representative. Following the 

employee inquiry, the employer shall decide the type of sanction applied and will inform in written the 

employee who shall have the right to appeal the decision in court. 



   

                                                                                                               

 

No amounts may be withheld from employee’s wage unless the employee's debt is due, liquid and 

exigible and has been found as such by a court decree which is final and irrevocable. As an exception, in 

case the employee has caused a material damage in relation to their activity, the employer may request 

the employee to pay the damage by parties agreement, up to a maximum amount of 3500 RON. 

Special individual labor agreements 

� Work through a temporary labor agent 

In Romania, temporary work could be requested through a temporary labor agent if all requirements 

specified in the Labor Code at articles 88-102 are met. Temporary work is defined by the Labor Code as 

the work performed by a temporary employee who, by order of the temporary labor agent, performs 

work in favour of a user.  

The temporary labor agent, who is a legal person authorized by the Ministry of Labor and Social 

Solidarity, places the temporary employee at the disposal of a user, for a certain period of time 

established by the agreement which gives the user the right to lead and supervise the employee.  

The initial duration of a temporary labor agreement (temporary mission) cannot exceed 24 months, 

according to Labor Code, but could be prolonged up to 36 months. The conditions under which the 

temporary labor agreement could be prolonged must be specified in the labor contract or in an 

addendum. 

The temporary work is performed under the specifications of two different agreements from legal point 

of view: the temporary labor agreement and the availability contract. 

The temporary labor contract between the temporary labor agent and the employee (individual labor 

contract concluded for the period of the mission) is not valid unless a written form is signed and must 

contain the general elements specified by Art.17 Labor Code (the mandatory elements that stand at the 

basis of each normal individual labor contract) , the conditions related to activity outside the country’s 

boundaries, conditions under which the temporary mission will develop, the duration of the mission, 

user’s identity and headquarter, the wage and type of payment. 

The availability contract concluded between the temporary labor agent and the user is the service 

agreement that stands at the basis of the temporary labor contract. In order to be valid, it must have a 

written form, and must contain:  

� the duration of the temporary mission,  

� the actual labor conditions,  

� required professional qualifications,  

� the place of the mission and the work schedule,  

� the salary to which the employee is entitled to,  

� individual protection equipments,  

� any other services or benefits in favour of the employee,  

� the value of the commission that the temporary labor agent will benefit of,  

� the terms under which the user can refuse the services of an employee placed by 

the temporary labor agent. 



   

                                                                                                               

 

� Part-time individual labor agreements 

An employer may hire employees with a work duration lower than 8 hours per day, based on part-time 

limited or unlimited agreements. The part-time employees have the same rights as the full-time 

employees and the employer must inform them regularly about availability of corresponding full-time 

positions. A part-time agreement will contain the same elements as any individual labor agreement, to 

which we add the following special terms: 

� duration and distribution of work hours 

� the conditions under which the schedule may be changed 

� the interdiction to perform extra hours, with the exception of a force majeure or 

other urgent works meant to prevent accidents or to remove their consequences 

� Home-based work 

In Romania, working from home is established by the Labor Code, under articles 108, 109 and 110. The 

Law describes as home work the activity of an employee working from his own place, by respecting the 

job description and contractual specifications. This type of employees will have the same benefits as any 

normal type of employee, benefits that are specified clearly into the Internal Regulations or Collective 

Labor Contracts.  

As for the labor agreement, the document must contain the same elements as any individual labor 

agreement, as well as: 

� the specification that the work is done from home,  

� the exact schedule during which the employer has the right to check the employee 

and the method used in this regard,  

� the obligation of the employer to ensure the materials/goods  transportation to and 

from the employee’s house (if it is the case). 

 

 

 

 

 

 

 


