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Introduction and state of knowledge

Appearance of the first coins brought the appeaariche early charges, and also the first
ways to avoid them. Reports point out that sineetittme of the Roman Empire some citizens
rather live among the barbarians than pay taxésstempire.

Even today the situation seems not to have evalvadpositive sense from this point of view,
the impact of taxation is one of the complexes s@cionomic phenomena of the utmost
importance that states face and whose unintendeskqaences are sought to be limited.

The thesis seeks to examine aspects linked tol fisegsure on the stability of economic
entities. Proposed topic is one of interest, issafemndurance level of taxation are always in
the pipeline.

Permissive legislation and suchlike competent aittes, in conjunction with an extremely
high degree of taxation, especially for a countryransition to a genuine, viable, real market
economy have led to the creation of a less faverabkiness development environment in
Romania.

We consider it necessary that the tax burden ih eaantry to be maintained within tolerable
limits for all taxpayers, but in the same time teanthe basic needs of individuals. This,
given that covering the growing expenses requimes2asing resources and at the same time
too high taxation is not favored by the businesamainity. Therefore the tax burden issue on
the financial stability of enterprises is quite qaitated, since too much pressure discourages
taxpayers to work, save and invest. It is desirableombine taxation with satisfying as best
as possible the needs of individuals, so that tgexsafeel that taxes and fees collected from
them are really spent in their interest.

High public spending means first of all a good nmgpbf the social needs, and in particular
those related to social protection, health and atilme. However, a significant level of public
expenditure requires also increased fiscal ressurabilized to the budget through taxes and
contributions. So by default, countries where pukkpenditure is significant present a high
tax burden and, where public spending is more ntptiesation is more relaxed.

Based on the theoretical description of the conoépéxation, through this paper | intend to
highlight, by calling the legislation and case stsdhe need to reduce the harmful effects of
fiscal pressure in order to ensure the financabisity of businesses in our country.

The PhD thesis addresses the following issues:

» The issue of public finances which are a componéttte first dimension of economic and
social life, concentration of 30% -60% of GRPthe disposal of the central and local
authorities.

» The impact of public finances on social reproduttivithin businesses.

» Interaction of public and private finance.



» Sampling methods of taxes, fees and contributimme those who participate in the
procedure of creation of added value.

» Economic and financial analysis of companies dm@iegucause - effect link of taxes and
fees.

In developing the thesis | took into account th@gra published in the country namely:
Public Finance (lulian Vacarel and colaborators,2003Economics and Public Finance
(Nicolae Hoam,2000); Public Finance and TaxatiofConstantin I.Tulai,2003)Company
Finance (Gh.D.Bistriceanu,2001)Taxation (Petre Brezeanu,2009)ax and Financial Law
(loan Condor,1996)Faxation from Law to Practicd.ucian Taru,2010)Romanian Financial
Accounting(Atanasiu Pop,2002Budgeting Policies and Techniqu@&atiana Magteanu and
colaborators,2002)Theory and Practice in Financing Compani@élean E. Nistor,2004);
Company Finance(l. Nistor,V.D. Lacatus,2008); Public Finance (T.Mosteanu and
colaborators,2008)-inancial — Accounting Analysis and Diagnog&ilvia Petrescu,2008);
Financial Reporting. Developments, Content, AnalyBiatrancea loan,2006)Companies
Balance ShedBatrancea loan and colaborators,20@Bmpanies Financial Analys{#laria
Batrancea,Larisa-Margaretaitancea,2004).

Most important reference works in this field pubbsl abroad are: Atkinson P., Van den
Noord P., (2001), Ang, J.S. (1992), Angelopoulos, Rhilippopoulos, A. (2007), Arce,
D.G.M, (1997), Ardagna, S. (2001), Buri, M., FranBo (2006),Caprizzi, V. (2005), Costas,
A., Lam R.W.K.(2009), Coutinho, L. (2008)Fiscal Policy and Macroeconomic
Stabilizations: What are the Gains for Cooperatipd@urnal of International Tax and Public
Finance, Volume 19, Number 1De Haan, J., Strum,(1$#94), Devereux, M.P., Griffith, R.
(2003), Feld, L.P., Schaltegger, C.A.(2010), Gli¢k, Hutchison, M. (1993), Goodhart,
C.A.E, Sunirand, P., Tsomocos, D.P. (2004),Model to Analyze Financial Fragility
Greiner, A. (1998), Guerard, J.B., Schwartz, E.O®@0Q Head, J.G. (1997), Jarass, L.,
Obermair, G.M. (2006), Kammas, P. (2011), Knoester(1979), Krugman, P. (2012),Lin,
Z., Nagurney A. (2012), Manzano, B., Perez, R.zRli (2005), Mueller, A.P. (2010), Neck,
R., Schneider, F. (2001), Reid, G.C. (2012), Roszkd, M.J, Delany, M.M, Cardell D.M.
(2011), Ruggery, J., Zou, Y. (2007), SchratzerstalM. (2005), Schuknecht, L. (2000),
Semmler, W., Zhang, W. (2004), Sterks, C.G.M. (3984rvala, J. (2008), Van der Ploeg, F.
(2011), Van Der Ploeg, F.(2005), Welfens, P.2010Q), Yashiv, E. (1997), Zhang, L.,
Altman, E.I., Yen, J. (2010).

Also in this work we have considered tax legiskaticomplementary and subsequent
amendments and indexed databases.
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Research Objectives and Methodology

Through my research | aim to highlight the link vbeén taxes and fees collected from
companies on one hand and their financial stabditythe other. This link is highlighted
through both financial ratios and built statistioaddels.

| have also taken into account the specific obyesti namely:

e Study and research of public finance and thegratdtion with the finances of Romanian
companies.

e Methods of creating public and private funds. Texa of businesses: taxing income,
capital and wealth, respectively taxing consumpéind expenditure.

e Place and role of taxes, fees and social contabsiin business economy.
e Taxation production and products, namely their iobjga businesses.

eThe influence of taxes, fees and mandatory corttdbs on the financial performance and
financial position of businesses. The main indicatmtaining taxes and fees is value added.

e Models of analysis for financial performance amwamcial position of businesses. | have
introduced new elements in financial theory andctica on the issue of determining the
added value, quantifying influence of taxes and f&e value added, the impact of taxation on
the financial stability of the company.

Research methodologyhrough the nature of the researched themealeductive non-
interacting, elements ofjualitative analysissombining with those ofjuantitative analysis

In the first stage of the research, I've presemtegeneral information (preliminary) through
basic primary researchachievingcompletion of a series of primary documents (speeid
studies and articles, comments on workd)erwards | continued the research, performing
series of empirical analyzeshat reveal how taxation affects the work perfadmiey
companies, emphasizing how they help reduce vityatiind increase their liquidity and
increase their effectiveness in the context of Etdgration.

As processing methods and data analysisused bothqualitative analysis such as
comparative analysianddocuments studgndquantitative analysisuch asystematization,
adjustment and standardizing, various indicatqesg. financial indicators: ROA, ROE)
correlation, andother statistical techniques.



PUBLIC FINANCE, PRIVATE FINANCE AND
THEIR INTERACTION

The emergence dinanceis the result of long and complex historical pssewhich is
determined by the evolution of social life throutje emergence and development of human
communities, of private property and the divisiamoi social classes, development of
productive forces and commodity-money relations,gmergence of state and the creation of
the constraint device in order to provide condsidor the accumulation of funds needed for
the maintenance of the state apparatus and therpenfice of its functions. In all social —
economic settings, finances manifested as sodatiors of an economic nature arising in the
distribution of the social product and especialfyttee national income, in close connection

with the performance of the functions and taskihefstate.

In my opinion, finances are a part of social andneenic relations, expressed in cash, which
appear in the distribution of the gross nationaldpict and especially of the national income,
with the help of which are formed and distributée tfunds of the state and companies,

required to meet the general needs of society asshéss development.

In order to achieve the objectives, through consdéd budget law, funds available to central

and local public authorities are created. Thesddware formed at the expense of a portion of
the gross domestic product, especially nationalnme, and are used to finance general needs,
both nationally and locally. Thus a lot of cashwitoare recorded, on the one hand to set up
public funds and on the other for the users ofdaHlfesds, which generates a series of social
ties between participants in the process.

To each component of the financial system corredpamsually more funds of financial
resources. Each fund has its own rules of formatiod distribution, its specific links with

other funds and a certain reason.



These funds are grouped by different criteria, ngniwy level (echelon) to which are
constituted, by destination, by type of property,the title to which they levy funds and
payments from them.

Funds of financial resources, public and private,@nnected by a system of communicating
vessels, but the surplus (excess) of a particulad £an be taken only by the fund with which
it's correspondent and the lack (deficiency) oforgses of a particular fund can only be
completed by the fund with which it has links. hetbalancing process of individual funds of
financial resources the principle of compatibility funds must be respected, using the

appropriate control mechanism.

Private finance include socio-economic cash relations through twiiempanies, insurance
companies, private banks etc constitute, allocatmage and control the funds of financial
resources. Private finance include income, expensgsets and liabilities, borrowing or
lending, insurance premiums that are collectabégyments of compensation and amounts

insured etc.

Companies with private capital procure the necgdsaancial resources from their own work
and economic outcomes and also from the financiatket on contractual basis, by
comparing the supply and the demand on the capiéaket. Private companies can not use
coercion to mobilize temporary resources availdhle can apply enforcement measures of

contractual provisions, also can’t influence legd#fle currency, but only use it.

The object of private finance is the way and préipas of the creation of the social capital of
companies, distribution of profits for economic gtbh requirements, remuneration to
shareholders, methods of making investments inscageere there are some temporary
liquidity or with a prolonged character, operatimeobilization of claims and settling

obligations with third partiestc.

Private financial relations take place accordinght provisions of the decisions taken by the
board of directors and economic contracts or firdragreements with third parties. They do

problems.

The content, structure and organization of priviibance pursue the development of a

profitable activity and optimal development stratefjeach trader.



Private finances are facing financial equilibriumolglems, meaning that outgoing financial
flows can take place only in the limit of inflon&mong these an initial equilibrium is settled
that must be followed in the process.

Being connected to the same system, between theusafinancial funds are frequent and
intense movement of resources, inputs and outpigs, called financial flows. Often these
movements are invoked in order to explain the adion between the financial system and
the unity of the system. This can be explainedHgy fact that the cash flows are the very
concrete expression, on organizational level, & fimancial relationships between the
participants involved in the formation and disttiba of funds. In this case we can determine
the flows to and from the state on the one handtaxplyers, individuals and businesses on
the other. Resource movements occur in two ways) e&the partners with the quality of
payer and also of recipient, however, the two wiyst necessary have to be conditioned.

In these reports the state is represented bydsazed agencies, which manage on behalf of
the state various centralized funds, with respalitgis in financing the costs for meeting the
different categories of general needs. It is tha@isiy of Public Finance and its territorial
units that administrate the central government buydfpcal councils administering local
budgets; the National Bank and specialized ban&s liandle the loan resources, insurance

and reinsurance institutions and social insuramckds.

Businesses receive in certain circumstances ressurom the State’'s central funds and

makes payments for the supply of these funds.

Resource movements occur not only between thesec#tegories of partners but, in some
circumstances, also between the various centradsfuAlso some internal movement of
resources occurs and these are specific to somgysteins such as the self-financing of

businesses, those between banks, between inswaadeeinsurance companes.

Financial funds form, due to the connection betw#ews and integration relationships a
complete system. Some flows are foreshadowed inetvenue and expenses budgets. Others
appear only during execution when due to the imiteeof the factors with unbalanced action
compensatory movements are required to be ablertgpensate the deficits that appear in
others on the account of surplus resources fromedomds. Thus, because of the connection
and interaction of flows by integrating funds i tlunds system ensures balance system, self-

regulation capacity and functionality of the finaeanechanism.
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TAXATION OF COMPANIES

Terms oftax, tax administration and taxatidmave a considerable age, existing even before
the appearance of the state. The word treasurynategs in French and means a state
institution that sets and collects contributionghe state and chases those who have not paid
in due time these contributions. (Coteanu, etl@98, p 382) On the other hand by taxation it
can be understood a system of collecting taxedeaslthrough Tax Administration; the total
of one's tax obligations. (Coteanu, et al., 199882)

In our economic literature we find the current sep$ the word, th&ax Administrations
depicted as “state institution vested with the trighd obligation to place, to collect and keep

track of taxes payments and fees due to the Sya@xpayers”. (Bistriceanu D., 2001, p. 161)

Between the derivative forms of the word tax, oas A particular importance to us, namely

the notion of taxation.

In legal terms, taxation is the set of laws andil&tipns on taxes. Or, as pointed out by some
authors, taxation is presented as a body of rutes raechanisms meant to ensure the
realization of the fundamental role taxes playha tunctioning of the state body and, more

widely, of social life as a whole. (Tulai, 2003,188)

In its economic sense, “taxation is not only thedyaf the regulations regarding the
establishment and collection of taxes, but alseadure of state policy regarding taxes and an
expression of tax burdens of different categoriasugpayers”. (Tulai, 1985, p. 127)

In fact, in common language, but also in specidligeblishing, especially when talking about
fiscal tightening, it is identified with the tax ggsure which actually indicates the level of
taxation. In reality it can not be measured throtlgh absolute amount of taxes and neither
can be the tax increase attributed solely to tbheease in the tax burden, because the amount
of taxes it may increase due to increased taxald#emwnhile the tax burden remains
unchanged. (Tulai, 2003, pp. 188-189)

10



In more recent work the concept of taxation is esgperimposed to that of taxes. Taxation is,
by definition, says M. Laure “in the levies imposadthe inhabitants of a country by a public
authority, which offers protection and providesveass from its part.” (Laune, 1993, p 13)

Obviously, this is a definition of taxes.

In the same way other authors act, who by compdaragtion with parataxation or with other
mandatory or optional levies, compare, in factetawith special tax, with social security

contributions or with loans. (Gaudemet & Molini@éB97, pp. 24-39)

As with tax administration and taxation, often eges beside sober and neutral technical
language the derogatory language, colorful anddaronade to show off aversion to taxes and
taxation, and also the lack of rationality that reltéerize tax systems. Assessments not so
flattering about taxation arise from many scholdfer Nicolas Baudeau taxation is not
rational: “Indeed, examining the universal systdnartcient and modern taxation you realize
that it is based everywhere on the same lack cforda(Baudeau, 2009, p. 1771). The same
negative perception of tax laws can also be fouricbais de Bonald who said that “passing
and always provisional regulations, local arrangasiand of circumstance, all these taxation
and trade laws that loads the States codes arttettts of the officials and that rather oppose
to the true interests of society are only a compsentbetween the Prince’s greed and the
cupidity of his subjects” (Bonaid, 1800). This aiderpretations are also associated with the
more recent opinions of renowned experts showingtiespraise as those of their ancestors.
“Taxation - says in 1993 Claude Champaud, hongoaegident of the University Rennes - is
a difficult art that resides in choosing betweeffedent inconvenience and alternatives
effects often unknown in advance, or rather unetgqoet For Professor Martinez “taxation is
a western movie where a sample of two is illegaces the 1000 billion of social security

contributions are never controlled by Parliamedt. Martinez, 1995, p. 21).

Different angle from which taxation is seen depepdslegal, economic or sociological

formation of the author. Regardless of this, howgeuevariably all connect it with the tax

regime. That is why it's said, with good reasorgtttaxation is the science of taxes. (Tulai,
2003, p. 188)

From the above definitions it appears that taxationgs together some common elements to
other subjects such as macroeconomics, publicdmaccounting and also own financial and

legal concepts and elements.
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Any of the above definitions, refers to a systemattBet in motion institutions, legal
regulations, technical mechanisms, tools and pruaesdn order to mobilize public resources
from taxpayers, individuals and businesses to timsalidated public budget.

The issue of tax burden in Romania is more curttteant ever, primarily because we are in the
reforming of the tax system phase, began | beheitte the adoption of the Tax Code, Fiscal
Procedure Code and the Methodological Norms of émginting the Tax Codé’*, secondly

because Romania feels the lack of major investnibatscreate stable jobs and better paid,
and thirdly because income of most taxpayers ameldmed by excessive taxation that

discourages investors and encourage tax evasion.

In order to achieve its purpose in tax policy, tag burden imposed by public authorities
should harmonize two opposite trends: on the omel hine state’s who wants it to be higher
to cover increasing public expenses and on ther dtaed, the citizen’s who desires a tax

burden as low as possible. (Hearl997, p. 154)

lon Botea has the same opinion, stating that régssdof the terminology used in the
literature, the tax burden expresses the same aflezbligation through tax to the state.
(Botea, 1997, p. 179)

According to Professor Dr. Constantin Tulai taxdmir is a concept closely related to that of

taxation and often used to characterize its I\eilai, 2003, p. 287)

We often hear about fiscal tightening or looseni®dviously this is taxation increase or

decrease, namely about modification of the tax éurdTulai, 2003, p. 287)

The taxation level can’'t be assessed based on libelude amount of taxes, even if its
evolution in time is studied. Volume of taxes mdnacge when the state can not change the
demands on taxpayers and the tax burden remairsathe. The main influencing factors are
the number of taxpayers, the taxable matter addtiofn rate. (Tulai, 2003, p. 287)

It means that the taxation level or fiscal pressueans how overwhelming taxes are or, in
other words, how high the tax burden is that laysh@ shoulders of the taxpayers. Tax rate is

calculated to measure the tax burden. (Tulai, 2p0387)

! Law 571 from 22.12.2003 on the Fiscal Code, phblisin the Official Gazette no. 927 from 23.12.2003

2 Government Ordinance no. 92 from 24.12.2003 on Aiaacedure Code, published in the Official Gazatie
941 from 29.12.2003

% Government Decision no. 44 from 22.01.2004 apmgthe Methodological Norms for the applicatior_afv
571/ 2003 regarding the Fiscal Code, publishetiénQfficial Gazette no. 112 from 6.02.2004

12



In the opinion of renowned experts in public finanthe most important role of taxes is
reflected in their contribution to the formation state financial resources for needed for
public spending. Both from a political and an eaoi® financial and social point of view,
the sizing of the share of the gross domestic mrbdiven to the state through taxes is of
major interest. This explains the fact that notyanlthe political environment, but in general,
it is paid great attention to the issue of the l@f¢axation or the degree of taxation.af¥rel,

et al., 2004, p. 371)

According to Professor Dr. Gheorghe Manolescu && s an indicator used to measure the
share of income derived from the production sidectvhransitions the budget through a
mandatory and public involvement process, instddzbmg left open to the private initiative.
(Manolescu, 1997, p. 69)

In my opinion the tax burden as macroeconomic financial phenomerepresents the
imposing level the taxpayer is subject to in a ldgamework regulated by the Law on State
Budget, and the Social Security Budget Law, acogydd the operating Government’s annual
financial and fiscal policy, policy that is adoptey Parliament with a majority. The size of
the taxation on taxpayers income can be determiheth at macroeconomic and
microeconomic level using a system of indicatorsesghthe main one is the rate of tax

burden.

Regardless of the terminology used in the finard®dature (tax coefficient, fiscal tenseness,
tax burden, the rate of compulsory levies, taxatmrels, the degree of taxation, tax rate,
etc.), tax burden expresses the same idea, natelyt obligation through tax to the state

and private revenues decrease.

The tax burden rate or the rate of compulsory kevien be addressed in two ways. Thus,
broadly, the tax burden rate is calculated as a raticot#l ttaxes and social contributions
actually received by government and GIDRrrowly, tax burden refers to the ratio between

the amount of taxes collected and GDP.

Significanceof tax burden rate stands on two levels, namelyateounting plan and the

economic and financial analysis plan.

From an accounting perspectivthe rate of the tax burden does not take int@atcthat

compulsory levy also funds other mandatory leviegther words flows the measured by the

13



rate’s numerator are not consolidated (doesn't inlie mandatory levies paid by public

administrations).

From an economic and financial analysis perspectiae burden rate highlights the seizures
aspects of compulsory levies, neglecting the flaat they are reintroduced into use as public
spending. Tax burden rate is an indicator used ¢éasure that part of the income from
production that goes through a mandatory publitriigtion process, instead of being left to

the provision of private initiative.

Increasing the tax burden is clearly related toetkgansion of economic and social role of the
state. The political resistance to increasing #xeburden during the government of Margaret
Thatcher in 1990 are very well knowHoana, 2000, p. 155), or trying to cause cessation of

payment of tax in 1970 in France.

In the last two decades most developed countessystems have undergone significant
changes, due to the adoption of a new acceptatidghefiscal plan. Global economic crises,
excessive growth of the complexity of tax systemegative influence taxes and fees had on
economic growth are the main factors that leddodi reforms.

Economic philosophy embraced by more and more govents presupposed renunciation of
Keynesian concepts that proved not to be viablsoining the occurred crisis. States have
opted for a lower degree of interventionism, theub moving on the free action of market
forces. We should not forget, however, that thenphgenon of increasing government
spending is a reality of the contemporary worldurelly transposed in the growing need for

fiscal resources.

Therefore, by means of the implemented reformsdéweloped countries had a hard mission
to fulfill, namely finding that formula to ensureothh resources needed for operability of

public institutions and achieving the objectivestiened above.

Anti-taxes movements were relatively common in the 1970s, especially in the U.S.
subsequently expanding in countries that had ataépo of a fiscal civics such as Norway or

Denmark.

In Romania, the problem of tax burden is more curas ever, because we are in the phase of
the Romanian fiscal system modernization, on the leand, and on the other hand, because

14



the Romanian economy feels the acute lack of dagrtlable to be invested, own or foreign,

which implies a particular fiscal policy.

Due to the growing financing needs required bytmall powers, the tax burden borne by
national taxpayers experienced over time higherragher levels without being possible to

determine accurately the maximum limit where it gan

Analyzing the evolution of tax revenue for the ywedr991-1997 based on state budget

execution we found the following:

e during this period were introduced specific direotes such as income tax, tax
on capital income and other taxes and fees, raspBctompulsory levies. It
was reintroduced the payroll tax that is borne figome receivers replacing
global payments made by economic entities, the ir@ngatask of economic

units is only fund payroll tax that exceeds a lisat by the government.

« a modern form of taxation appeared in 1993 ingtinecture of indirect taxes,

value added tax which replaced the inland duty.

In this period was introduced income tax, payralk tand also excise duties in order to
organize a modern tax system. Also according tarttexnational obligations of our country
the customs duty in foreign economic trade libeedlon has changed significantly.

The objectives pursued by the introduction of theses were designed to reform the budget
fiscal system, harmonization of domestic tax legish with the community one and forming

the budgetary revenues.

State budget revenues in the period 1990-1997 aserk significantly in percentage.

Similarly, tax revenue increased, respectivelyaiand indirect taxes increased. During this
period, tax revenues, namely taxes and fees shoiwwcagase, but their share in total GDP
shows a decrease in percent (see table no.).

The share of tax revenue to GDP fell from 64.25%9®%0% in 1993 to 39.94% in 1994 to
23.34% in 1995 to 23.36% in 1996 and 38.10% in 1997

Income tax share of GDP for 1992 fell to 12.25%1893, to 9.14% in 1994, to 5.23% in
1995, t0 4.69% in 1996 and 10, 39% in 1997.
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The share of value added in GDP for 1993 was 11,86%994 was 10, 89%, in 1995 was
7.08%, 7.14% in 1996 and in 1997 was 11.41%.

In the period 1998-2004 total income in the statddget, respectively total tax revenue as a
whole and in their structure have increased in materms.

In 2000, income tax was introduced global income ba this period analyzed indirect taxes
included in the State budget have exceeded thetdia® volume which is an additional

burden on the end user (see table above).

The share of tax revenue to GDP shows a decreaiseli.37% for the year 1998 to 15.40%
for the year 1999 to 14.12% for the year 2000 t®3% for 2001 to 11.3% for the year 2002
to 11.95% for the year 2003 and to 12.22% for & Y004.

The share of income tax to GDP during this peradains in the range of 3.11% and 2.71%.

The share of value added in GDP in the period 18384 is maintained in the range of 6.22%
to 4.39%.

Share of excise to GDP is between 3.21% and 2.13%.

Other taxes and fees in the period under revieve leaghare of GDP between 2.22% and
1.57%.

In 2005-2010, State budget shows a significane@ase, as follows:

Total revenues of 36559 million lei increase®6%46,5 million lei.

« Tax revenues from 34531,2 million lei increase&&304,7 million lei.

Income tax on profit from 6495,3 million lei incsead to 10090,9 million lei.
* Income tax from 6670,3 million lei increased to 3281 million lei.

We can saythat the income tax in 2005-2010 in real and namterms shows a higher

volume of revenues to the state budget than indasen profit.
Value added tax increased frdrB021,3 million lei to 39246 million lei.

» Excise duty increased from 9079,4 million lei t®18&,3 million lei.
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e In the period under review the gross domestic probdhcreased in a similar
manner to tax revenue. The share of tax reven®Di® remain in the range of
12.7% t011,26%.

State budget revenues at December 31, 2010 comfmatbd same period of 2009, present a
total increase of 17.9% that is 10111,7 million tespectively 12.7% of GDP.

Income tax receivable in the amount of 10090,9iaomillei represents 15.2% of total revenue
received and 1.92% of GDP.

Compared with 2009 income tax in 2010 shows a dseref 526,2 million lei (RON) with a
rate of 5%.

Revenue structure in 2010 for income tax is aoWadt : 9814 million lei from aggregated
economic agents for the production of goods andes representing 97.3% of the total and

276,9 million lei from commercial banks which i¥% of the total.

In 2010, tax revenues of the state budget fromrdthees on income, profits and capital gains
from businesses totaling 838,2 million lei represenl.3% of total revenues collected were
made under the final provisions of the budget.

These revenues consist mainly of: - tax on inconaele by non-resident legal persons of
700,9 million lei that is 84,6%; - tax on income @hall companies of 157,3 million lei
respectively 18,8%; - tax on dividends payabledgal persons 43,2 million lei that is 5,2%.

Tax revenues of the state budget in 2010 from ircéa amounted to 17852,3 million lei
with 3,2 million lei over definitive budget provais. In 2010 tax revenues of the state budget
is 26.8% of the total earned income and 3.4% of Gidfch shows a decrease of 3.7%

compared to 2009.

Income tax in 2010 consists primarily of: - the taxsalary income 13002 million lei with a
share of 72.8% - the tax on dividend income 1314iJ6on lei, accounting for 7.4%; - tax on
pension income 1007,8 million lei, accounting fo6% - income tax on personal property

transfer 415,6 million lei with a share of 2,3%.

During budget execution for 2010 from income taxevieroken for territorial administrative
units amounts and shares in the amount of 14321l®mlei, representing 21.5% of total
revenues collected and 2.8% of GDP.
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Referring to property taxes and fees in 2010 weceived 4,5 million lei consisting primarily

of legal stamp duties and other stamp duties, 4lJfomlei with a rate of 97,8%.

The value added tax received in the amount of 4@480llion lei represents 74.4% of total
revenues collected and 9.6% of PIB. In 2010 wetermed 10825,7 million lei from total
collected and were broken for territorial admirasitre units sums amounting to 14982,8

million lei representing a rate of 30,3%.

The sum of 14982,8 million lei had the followingstieations: - funding decentralized
expenditures of communes, towns, municipalitiestage and Bucharest totaling 9997,2
million lei which represents 66.7% of the split amb- balancing local budgets in the amount
of 2142 million lei which represents 14.3% of tletat amount - funding decentralized
expenditures of counties with the amount of 19%8i/lon lei which is 13.1% - 497,9 million
lei for roads or 3.3% - financing infrastructurevdipment program and sports facilities in

rural areas 396,7 million lei or 2,6%.

Excise tax revenues realized in 2010 quantifiedth® amount of 16212,3 million lei,
representing 24.4% of the total and 3.2% of GDP.

Compared to the amount received in the amount 2724 million lei in 2009 an increase of
13.6% in 2010 is recorded.

In 2010, charges for the use of goods, authorireguse of the property or on conducting
activities were collected as tax revenue amourttng30,1 million lei which represents 1.1%
of total. These charges consist primarily of : mging tax 606,4 million lei representing
83.1% amount of these charges - fees and chargesefassuance of licenses and operating
licenses 113 million lei that is 15.5% - fees fatidties of prospecting, exploration and
exploitation of mineral resources 31,7 million tlkat is 4.3% - special fees for cars and first
registration in Romania minus 12,6 million lei a7% - car pollution tax for compensated /

replace cars minus 10,1 million lei at a rate dPA4,

Revenue assigned to own resources of the EU bdidg2010 were made in the amount of
574,0 million lei representing 0.9% of total reveawollected and 0.1% of GDP, consisting

mainly of customs duties amounting to 568,6 millienor 99,1%.

Revenues from customs duties to the state budgetaed by 12.4% in 2010 compared with
2009.
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State budget revenues from insurance contribufien2010 were made in the amount of 395
million lei (RON) which represents 0.6% of totalvemues collected and employers'
contributions consist of 220,9 million lei at thete of 55.9% and to 174,1 million lei insured

people contributions that is 44,1%.

In order to highlight the tax burden at microecoiotavel, we have tax rates at the level of

companies.

In order to establish the level of taxation of camies | have processed data from SC
TRANSPORT LOCAL S.A. (Appendix 1) and found theléoling aspects.

Primarily the tax rate related to value added desagd from 19.60% in 2002 to 4.77% in
2011. The decrease of both contributions and tardsother local taxes and fees contributed
to this reduction.

During the period under review (1997) it can benstat increasing overall tax revenues is
surpassed by nominal GDP growth which presentsoaegs of erosion of incomes in real
terms.Influence factors of the erosion process of revanakide: restricting the tax base and

tax evasion that decreased the financial flowslalks to the state budget.

In the income structure it can be seen a decreastha share of direct taxes and a
corresponding increase in indirect taxes, whiclraggnt an orientation of the tax sources
towards the final consume directly borne by thalfconsumer.

In the period 1991-1997 tax rate decreased beddasshare of tax revenues in GDP has
declined. Given this economic reality businessed people felt the aggressive taxation,
because the tax burden has been addressed iwvedktins without addressing it in real and

material terms.
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Figure 2. Contributions percentage + taxes fronatatirnover
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Source: own illustration

Tax rate related to equity evolved as follows: 3%% 2002, 42,91% in 2006 and 14,15% in
2011.

Another aspect of the assessment of the tax burdeny view relates to the employer and

employee contributions.

As apparent from the above figure the tax burdersadfial contributions increased from
23.37% in 2002 to 43% in 2011.

On the other hand the tax burden on employeesncasased by 5%, from 30.60% in 2002 to
35.45% in 2011.

All these microeconomic tax developments have actlimvolvement on financial stability

reflected in the financial equilibrium and the penhance of the economic entity.
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ENTERPRISE FINANCIAL POSITION AND
STABILITY UNDER TAXATION IMPACT

It is necessary to access information that revelé&homena and processes that occur in the
business activity when preparing the financial d@gis that allows measuring the return on
invested capital, the financial return on equitygsessing conditions where financial
equilibrium is achieved, deducting the autonomlef the economic entity.

The balance she&t the main pylon of financial reporting, nextdmfit and loss account and

cash flow statement, which is thecounting documentvhich presents the assets, liabilities
and equity of the company at year-end, assetsateagrouped by nature, destination and
liquidity, respectively debt and equity that areoygped by nature, provenance and

chargeability.

It can be said that there is direct and close octiore between the classical and the dynamic

model.

The following question arises Why is this model useful? whereas the third congmb
works as assets or fourth component functions asiy@and theoretically the purposes for
which the two components were introduced by deigipatrimonial assets and liabilities can

be achieved.

In terms of analysis, the influence and decisiandis, the two components, that is expenses
and results include significant areas in which dqu@tive and qualitative changes occur.
These spheres have an important role in the ecoraintlye companies for establishing a
positive or negative financial result. In theseaarthe circulation of the values provides useful
information onfinancial stability, financial performance and finacial position of the

entity, respectively the structure and modificatiofithe costs affecting net income.

If we consider this model, assets (A) and lialat(P) will be changed with expenditure and

the results of the entity.
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Economic operations reflect the influence on thigip@ny, and thus can determine the types
of patrimony changes: “STRUCTURAL CHANGES" and "CN&ES IN VOLUME", and
then can be determined what patrimonial elememgés in what way (increase or decrease)

and with what amount.

“Cause — Effect” Analysis

Type of operation (cause)

Effect of operation

Increase and decrease of economic means

5 causes changes in the structure of assets

Increase and decrease of expenditure

causes changes in the structure of
expenditures

Increase of economic means and decrease
expenditure

> ohuses changes in volume of assets and
expenditure

Increase of expenditure and decrease of
economic means

causes changes in volumeexpenditure and
assets

Increase and decrease of economic source

2gauses changes in the structure of liabilitie

Increase and decrease of the results

causes changes in the internal structure of
results

Decrease of results and increase of econo
sources

meauses changes in the volume of liabilities
and the results

Increase of expenditure and decrease of
economic means

causes changes in volume of assets and
liabilities in the growth area

Decrease of economic sources and increas
of results

s€auses changes in volume of the results af
liabilities

Increase of economic means and increase
results

afauses changes in volume of assets and
results

Increase of expenditure and of economic
sources

causes changes in volume of the expendity
and liabilities

Increase of expenditure and of results

causes changes in volume of the expenditt
and results

Decrease of economic sources and of
economic means

causes changes in volume of assets and
liabilities in the decrease area

Decrease of economic sources and of
economic means

causes changes in volume of the results ar
assets

Decrease of economic sources and of
expenditure

causes changes in volume of liabilities and
expenditure

Decrease of expenditure and of results

causes changes in volume of the results af

expenditure

Source: own processing

Taxes and fees have a major impact on the finabalahce as shown in the following text.

The developments in three liquidity rates a

re repméed in the chart below.
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Figure 1. Evolution of RGL, RLR, ILR
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Econometric modeling of the relationship between idicators of the tax burden, of
indebtedness and of return of a panel of companies

In this subchapter | will try modeling the existerglationships between a number of
indicators related to tax burden (tax pressure iratealue added, tax burden rate by equity,
tax burden rate by turnover, tax burden rate hytjsiock, tax burden rate by the consumption
of resources) and indicators that reflect the lesfeindebtedness of a company (current
liquidity ratio, general solvency ratio, total leage ratio).

In this discussion | will also consider the relatibetween the tax burden indicators
mentioned above and some indicators related tatgbdity (Return on equity, Return on
economic rate, Overall return rate, Profit mardiatal return, Return on operations) which a
company operates in a certain period of time.

These steps are taken in order to “pass” from @lsirdescriptive analysis of the situation
faced by a company at a certain point, to a infdepilysis based on econometric analysis of
the relationships between indicators brought iswhsion in the preceding paragraphs.

The data used for the calculations are coming feosample of five companies (MAREN,
EVEX, CELTIA, TRANSPORT LOCAL and CIMAR) whose ewtion is tracked over a
time period of ten years (2002-2011). Taking thi® iaccount one can see that we actually
have to analyze a balanced panel.

After a series of trials and successive eliminatbthe various possible models available, the
author of this work focuses on the general lineadeh derived from using the technique of
the Method of Least Squares in Simple Form.

This model is chosen for modeling the relationgiepveen variables because it fits quite well
with the available data, and at the same time & dhly relevant model in respect of
creditworthiness indicators considered (F statistifusted B.
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The functional form of this model is the following:

vie=a + X+ + 5 i=15:t=110

LT

where Viz - the dependent variable
& — constant
X+~ independent variables

B - regression coefficient

£+ - errors (independent and identically distributed)
I - company i

t -year

Modeling the links between indicators of tax burded of indebtedness

So, for starters the results of analysis undertakghe modeling of the relationship between
tax burden indicators and indebtedness indicat@gresented. In order to avoid overloading
the results with text | will introduce the followgmotations for both dependent variables as
well as the independent ones, notations that wili¥ed throughout the whole subchapter:

Tax burden rate by value added - RPFva

Tax burden rate through equity- RPFcpr

Tax burden rate by turnover - RPFca

Tax burden rate by joint stock - RPFcs

Tax burden rate on resource consumption- RPFcht
Current liquidity ratio — RLC

Overall solvency ratio - RSG

Total leverage rate - RIT

a) Modelingthe relationship betwedRLC — thedependent variablendRPFva, RPFcpr,
RPFca, RPFcs, RPFcht — independent variables:
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Source 55 df M5 Number of obas = 50
F 5. 44) = 5.11

Model 3323485 .56 5 GE4697.112 Prok > F = 0.000%
Besidual 572870%5.93 44 130197.953 BE-sguaresd = 0.3671
2dj B-sgusared = 0_2352

Total 29052195 .48 49 184738_683 BEoot MSE = 360.8B3
rlc Coef. S5td. Err t P>t [35% Conf. Interwvall
rpfva -4 _F5733%4 4_ 725121 -0.97 0.338 -14 102258 4 9543461
rpfcpr -.135%7813 .189856 -0.74 0.465 -.5224108 2428483
ppfca -4 _ 435106 T7.245632 -0.61 0.544 -1%.03772 10.16751
rpfes 0014532 0063343 0.24 0.815 -.0112728 0142593
rpfcht 31.79305 6.514078 4 _&0 0.000 17.85864 45 . 72746
_cons 135 8524 200.48%3 o.70 0.489 -264 2073 543912

From the table above it can be seen that altholiglptesent model fits relatively well with
the data (F=5,11; p<0,0009? Rdjusted=0,2952) is not a good enough becausadimgl the
regression coefficient corresponding to RPFchtalde, all other regression coefficients are
not significantly different from zero. Thus the nebthecomefRLC = 31,79305* RPFcht %,
obviously a much too simple model to be relevarexplaining the evolution in time of RLC.

b) Modeling the relationship between RSG - the depeindgriable and RPFva, RPFcpr,
RPFca, RPFcs, RPFcht — independent variables:

Source 55 df M5 Number of obs = 50
F 5. 44) = 3.29

HModel 4714817 .87 5 5942963.574 Frob » F = 0.0131
Eesiduzl 12624108 .4 44 28B911.555 BE-sguared = 0.2719
2dj E-sguared = 0.18%2

Total 17338926.3 49 353855_638 Root MSE = B535_6k4
rsg Coef. S5td. Err. t BEx>|t| [35% Conf. Interwal]
rpfwa 4. 281334 7.014309 0.6l 0.545 -5 _BE507e 18.41774
rpfcprx -.3896455 .2818358 -1.38 0.174 -.3576483 .1783573
ppfeca -14.43573 10.755594 -1.34 0.186 -36.11689 T.23T7434
rpfes -.0130588 .0024032 -1.39 0.172 -.03200%& .005892
rpfcht 35.73514 10.26375 3.48 0.001 15.0539% 56.42437
_cons 307 ._8602 297 _6207 1.03 0.307 -291 _955 907 _6754

As for subsection a) the resulting model is no¢lavant one; this statement being based on
the same set of arguments as above.

c) Modeling the relationship between RIT — the depehdariable and RPFva, RPFcpr,
RPFca, RPFcs, RPFcht — independent variables:
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Source 25 df ME Number of obs = 50
FI 5. 4] = 44 96

HModel 363295077 5 T2653015.5 Prob > F = 0.0000
Besiduazal 71114322 44 1616234_53 BE-sguared = D0.8363
2dy RB-sguared = 0.8177

Total 4344093595 459 BB65457.95 Root MSE = 1271.3
rit Coef. S5td. Err. t BEx|xt| [55% Conf. Interwal]
rpfva -78.02433 16.64804 -4 _ &9 0.000 -111.5762 -44 47242
rpfcpr 5.Te0526 .BE6B3203 14 55 0.000 8.412405 11 10865
ppfca -75.4175%3 25 _.52856 -2.95 0.005 -126.8674 -23.9%6855
rpfes -.0103325 .0z23178 -0.46 0.646 -.0853111 0346461
rpfcht -.14594386 24 _3604 -0.01 0.535 -49% 2421 43 .34822
_cons 3305.20%9 TO6E.3848 4 _ &8 0.000 1885.584 4T32.834

Unlike the first two subsections, the model resgitfrom this set of processing is one
substantially better than the previous ones (F=84p%0,0000; R adjusted=0,8177), total
leverage rate being explained more than 80% byatheurden indicators considered.

However it must be noted that not all explanataayiables considered are relevant because
for variables RPFcs and RPFcht the correspondgression coefficients are not significantly
different from zero.

Thus the final model for modeling this link will lxe

RIT = 3309,209 - 78,02433*RPFva + 9,760526*RPFc@i5;41799*RPFca €
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PERFORMANCE OF THE COMPANY —
CONDITION FOR FINANCIAL STABILITY

Modeling the links between indicators of tax burderand of profitability

The conducted research focused on the resultseotiidertaken analyzes modeling the
relationship between the tax burden indicators andndicators related to profitability . In
order to avoid overloading the results with testjrathe previous analysis | will introduce the
following notation for the independent variablestation that will be used throughout the
entire discussion:

* Return on equity - ROE

* Rate of return on assets - ROA

» Rate of overall profitability - RRG
* Profit margin - MP

* Total return - RRT

» Operating profitability - RREX

a) Modeling the relationship between ROE — the depehdariable and RPFva, RPFcpr,
RPFca, RPFcs, RPFcht — independent variables:

Source 55 df M5 Number of obs = 50
FI 5. 4] = 28.57

Model 16074988 .7 5 321435%7.75 Prob > F = 0._.0000
Residusl 45351801 .66 44 112540.3947 BE-sgusred = 0.7645
2dj R-sguared = O0.7377

Total 21026750. 4 4% 429118.171 Boot MSE = 335.47
roe Coef. Std. Err. t = | [35% Conf. Interwval]
rpfva -16_95465 4 33305 -3 .86 0.000 -25_80826& -8.101036
rpfcprx 2.043511 -1785133 11.61 0.000 1.653772 2.40525
ppfea -22 24384 6.T736425 -3.30 0.002 -35.82022 -B_66T472
rpfes -.000463 .0058892 -0.08 0.%38 -.012331%9 0114058
rpfcht 7.151452 6.428172 1.11 0.272 -5_.803678 20.10658
_cons BB0.T323 186.3554 3.65 0.001 305.06%9 1056.396
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According to date from above table the present medeceeds to explain in proportion of
more than 70% ROE’s variance over time in the aereid panel. Explanatory variables
don’t bring any contribution (regression coeffidermqual to zero from a statistical view) in
this model namely RPFcs and RPFcht and will be veta@s follows

ROE = 680,7323 — 16,95465*RPFva + 2,049511*RPFcpR2;24384*RPFca

b) Modeling the relationship between ROA — the depahdariable and RPFva, RPFcpr,
RPFca, RPFcs, RPFcht — independent variables:

Source 55 df ME Number of obs = 50
F 5, 44] = 5.27

Model 8866 _268 5 1773 .2538 Prob > F = 0.0007
Desiduszsl 14815 . 5358 44 336.725813 B-=sguzrad = 0.3744
Zdj RB-sguared = 0.3033

Total 236822048 45 483 _ 310302 Boot MSBE = 18.35
roa Coef. Std. Err. t BEx|t| [535% Conf. Interwvall]
rpfva -.2583%015 .2402574 -1.24 0.220 -.T78318591 .1853861
rpfcpr 0050101 .005&6552 o.52 0.606 -.014448¢6 0244685
ppfca -_T428885 -3684787 -2.02 0.050 -1._485508 - . 0002684
rpfes 003297 .00D3221 1.02 0.312 -.0003155 .oo05%785
rpfcht 1.516564 -3516174 4_31 0.000 .B0B3259 2.225603
_cons 15. 64106 10.135594 1.53 0.132 -4 307507 36.18564

From the above table it appears that the presedehsucceeds to
about 30% the variance in ROA over time in the abered panel.

explain to an extent of

Explanatory variables that don’t bring any conttibn (regression coefficients equal to zero
from a statistical view) in this model namely RPFRé&Fcpr and RPFcs will be removed as
follows

ROA = - 0,7428885*RPFca + 1,516964*RPFcht.+

c) Modeling the relationship between RRG — the dependariable and RPFva, RPFcpr,
RPFca, RPFcs, RPFcht — independent variables:

Source 55 df M5 Number of obs = 50
Fi 5, 44) = 31.68

HModel 28225.3788 5 G6645.07575 Prob > F = 0.0000
Residual T7840_20705 44 178_186524 E-sguared = 0.T7826
2dy B-sguared = O0.7573

Total 36065.5858 4% T736.032363 REoot MSE = 13.349
rrg Coef. td. Err. t B>t [35% Conf. Interwvall]
rpfvra -.9152183 1748028 -5.24 0. 000 -1.26751 -.5629265
rpfepr 0026305 .0070236 0.37 0.710 -.0115246 .01e7856
ppfca -.8729478 2680474 -3.26 0.002 -1.413162 -.3327337
rpfcs 0003506 0002343 1.50 0.142 -.0001216 .ooogz229
rpfecht 2.88B5875 .25657818 11.28 0.000 2.370381 3.401369
_cons 24 53061 7.416571 3.31 0.002 5 .582689 39.47854

Regarding the relationship between RRG and taxdvunddicators taken into account, it can
be concluded from the above data that the proposmtel succeeds to explain in proportion
of over 75% the RRG variance recorded over tinthénconsidered panel.
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Just as in the previous subsections explanatonablas that don’t bring any contribution
(regression coefficients equal to zero from a stigl view) in the model, namely RPFcpr
and RPFcs will be removed and thus the final refestinip between the variables analyzed is
as follows:RRG = 24,53061 — 0,9152183*RPFva — 22,24384*RPF@&885875*RPFcht +

&

d) Modeling the relationship between MP — the depehdanable and RPFva, RPFcpr,
RPFca, RPFcs, RPFcht — independent variables:

Source = df ME Number of obs = 50
FI 5. 44) = 12 .35

HModel 55984 62084 5 115%6.52417 Prob > F = 0.0000
Residual 4265 _ 67975 44 96._94T7267 E-sguared = 0.5838
Ldy B-sguared = 0.5366

Total 10250.3006 4% 205_.18%808 Root MEE = 5_8462
mp Coef. S5td. Err. t BEx>|t| [35% Ceonf. Interwvall]
rpfvra -._7370%5%27 -1289373 -5.72 0._000 -.9969488 -_ 4772366
rpfopr 0012842 -0051807 0._25 0._805 -.00%1568 0117253
ppfca .014134 1577161 o.o7 0.543 -.3843366 4126045
rpfoa 0002259 0001728 1.31 0.198 -.0001225 0005743
rpfcht .B453089 .18B66HE 4 _48 0.000 465672 1.226146
_cons 28_57353 5_470877 5.22 0.000 17.54771 39.595936

From the data from the above table it appearsthigapresent model succeeds to explain more
than 50% the variance of MP over time in the cosr@d panel. Explanatory variables that
don’t bring any contribution (regression coeffiad®rmqual to zero from a statistical view) in
this model namely RPFcpr, RPFca and RPFcs wileb®wed as follows

MP = 28,57353 — 0,7370927*RPFva + 0,8459089*RPFelat

e) Modeling the relationship between RRT — the dependariable and RPFva, RPFcpr,
RPFca, RPFcs, RPFcht — independent variables:

Source 55 df MS Number of obs = 50
F 5. 44] = 44 .23

Hodel .BTEEBTS48 5 -13511759 Frob > F = 0.0000
Eesidusl .134243522 44 .0030505989 E-=sguared = 0.8342
Zdy B-sguared = 0_.8154

Total .B05831465 4% 016527173 Root MSE = .05524
rIrt Coef. Std. Err t Bx|t| [35% Conf. Interwal]
rpfva -.0033528 .0007233 -4 _ 64 0.000 -.0048106 -.0018595
rpfcpr .00002%5 .0oooz25%1 1.02 0.315 -.00o0o0z2% .oooo881
ppfeca -_0039614 0011052 -3 _587 0.001 -.0D061368 -.00172%
rpfes 1.5%1e-06 5._70e-07 1.37 0.0585 -4 _ &3e-08 3.86e-068
rpfcht 0141314 .00105684 13 .41 0.000 .0120584 .0153245
_cons .125732 .0306509 4.10 0.000 .0638786 .1875855

From the above table it appears that the presedehsucceeds to explain to an extent of

about 80% the variance in RRT over time in the oered panel.
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Explanatory variables that don’t bring any conttibn (regression coefficients equal to zero
from a statistical view) in this model namely RPFapd RPFcs will be removed as follows

RRT =0,125732 - 0,0033528*RPFva - 0,0039614*RP+€80141914*RPFcht +.

f) Modeling the relationship between RREX — the dependvariable and RPFva,
RPFcpr, RPFca, RPFcs, RPFcht — independent vasiable

Source 55 df ME Number of obs = 50
F 5. 44) = 35.18

Hodel .BE1284925 5 .132256985 Frob > F = 0.0000
Eesidusl .165400682 44 .00375%10¢ E-=sguared = 0.755%3
Ldj R-sguared = 0.7772

Total .B266B5606 43 .01&871135 Root MSE = -06131
rrex Coef. S5td. Err. t BEx|xt| [55% Conf. Interwal]
rpfva -.0034725 .0o00Dg8029 -4 _ 33 0.000 -.00505%086 -.0018544
rpfeprx .0000408 .0o0D0323 1.27 0.213 -.0000242 .0001058
ppfca -.0022702 0012312 -1.84 0.072 -.0047514 0002111
rpfes 1.35%e-06 1.0Be-06 1.2% 0.203 -7.77e-07 3.56e-068
rpfcht .0140886 .0011748 11._3%% 0.000 .0117209 .0184563
_cons .1251478 0340668 3.67 0.001 .05643907 .133805

Regarding the relationship between RREX and tagdiuindicators taken into account, it can
be concluded from the above data that the proposmtel succeeds to explain in proportion
of over 75% the RREX variance recorded over timiéconsidered panel.

Just as in the previous subsections explanatonablas that don’t bring any contribution
(regression coefficients equal to zero from a stigal view) in the model, namely RPFcpr,
RPFca and RPFcs will be removed and thus the figlationship between the variables
analyzed is as follows:

RREX =0,1251478 — 0,0034725*RPFva + 0,0140886*RfFc:

Statistical modeling of the tax burden on the compay’s rating

In concluding this subchapter on the study of retet discussed in the previous paragraphs,
the author proposes as an exercise to model thgoredhip between described tax burden
indicators and the total score obtained (syntheticator regarding the awarding of a general
appreciation grade) by companies in the revieweelpd he results obtained are shown in the

table below:
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Source 55 df M5 Number of obsa = 50
Fi 5. 44] = io.52

Hodel 16.1232283 HF 3.22464566 Prob > F = 0.0000
RBesidual 13.450220%9 44 .306595929 B-sguared = 0.5445
Ldj R-sguared = 0.453%27

Total 29.6134492 4% _ 604356106 BRoot MSE = 55371
tp Coef. Std. Err. t Px|t| 55% Conf. Interwvall]
rpfva .D1s2844 .0072509 2_25 0.030 -0016711 0308577
rpfepr -._ 0002461 0002513 -0_g4 0.403 -.0008332 _00D3411
ppfca -.D0322695 -D111188 -2._.90 0.006 -.054677% -.009%861
rpfeos -4 . 40e-06 5.72e-06 -0._45 0.653 - . 000024 .0oD0152
rpfcht .0509%116 -01061 4 _80 0.000 .0295286 0722547
_cons 3.615542 3076609 11 .75 0.000 2_.995852 4_ 235591

Considering the information presented in this tabt@an seen that the proposed model meets
the required standards for indicators of reliapi(ff=10,52; p<0,0000; Radjusted=0,4927)
and also can explain the evolution of the totarsaibtained by the commercial companies
over the period of time taken into account at @ @itabout 50%. Thus, in practice the final

model taken into account will be:
Total score = 3,615942 + 0,0162844*RPFva — 0,032®%Fca + 0,0509116*RPFcht #

In conclusion taxes and fees affect the three basic compomérite balance sheet, namely

the assets, liabilities and equity.
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CONCLUSIONS

Given that different factors act upon economyfiatlal decisions taken by political decision-
makers must provide the financial resources tonfirapublic needs and the achievement of

some finalities of social and economic nature.

e Public figures, businesses and individuals hayeem@manent connection to the role and
effects of public policy in society, to the need faxes of the state and the allocation of public
revenues. Any human organization requires costsmbee higher the more complex the
activity is. The state in order to function as anptex form of social organization needs not
only moral, social and political support, but alsn economic support, hamdthancial

support.

e Direct cash flows from taxpayers to general cadstéd budget represent public finances,
which are directed towards the funding of varioypesises and close to public needs (of the
taxpayers). These funds, in addition to supportiregwork of the State through fiscal policy
of the Government can be either a spring or a boskeconomic and social development of
the country.

e In the context of modern public finance there dase connection between economics and
public finance. Thus, in order to operate, the &taépends on the country's economic
development since financial resources are largepeddent on both economic activity and
income from individual taxpayers and businessesatipg in industries and sectors of the
national economy. In turn, the state acts on tlen@my through its interventions and the
economic forecast. This system of interaction betwetate and economy aims at the

domestic economic context in which public finanopsrate.

e Income (resources) and public finance expenditaresreflected in the unitary budget
(general consolidated budget): state budget, thialsasurance budget, local budgets, special
funds budgets, Treasury budget and the budgetshef public institutions with autonomy,
and which aggregated at national level represehtiouevenues, respectively total public

expenditure.

e After consolidation overall public financial incenand expenses, after eliminating transfers
between budgets, emphasize the dimensions of theahrfinancial burden, balance or

imbalance status of the consolidated budget.
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e The assembly of fiscal decisions taken by thetipali decision makers in order to ensure
financial resources to finance public needs and ati@evement of social and economic
finalities represents the fiscal policy given thdifferent factors act on the economy.
Therefore we can say that fiscal policy includeslatisions by which the structural modeling
of the tax system is done and its functioning isueed in order to achieve the desired
purpose. The efficiency of a tax system is not mess mainly by the importance of tax
revenue, but by the degree of willingness of tagpayo pay taxes.

e Taxes and fees, respectively assimilated paymantés mandatory payments as per

regulations and aim the income of individuals, cogbe income, consumption, or capitals.

e Between economy and public finances there is actdilink. Public finances influence
financial activities of companies and are factdrat tinfluence the position respectively the
financial performance of companies. The increastogiplexity of company’s financial
activity under competitive economy expansion caadg has profound implications for the
adoption of managerial decisions requiring the dbament of routine and the use of
scientific methods based on recognition of redhityrder to establish causal links between
economic phenomena and the financial situationhef dompany regardless of ownership
type. Addressing concerns regarding financial aocbanting activity of the company in
terms of cause-effect relationships requires imserdlinary study of economic and financial
activity that consumes resources, with direct otibe of their financial performance.
Financial analysis serves this purpose as parhefetonomic and financial analysis and is
included in the category of specialized disciplire=sng oriented towards the financial -
accounting function of the company.

e Through microeconomic analysis, behavior of fircas be seen in economic activity and

financial performances obtained, highlighting fastof influence.

e Following studies and research from financial pca¢ | consider that intermediate
management balances structure should be modified tduflows of leasing operations,

respectively flows of venture operations.

e Turnover is growing with a new element thatingerest income recorded for leasing

activity.

e Financial theory does not specify this new elemsatl propose altering turnover formula
and placing it in financial theory as follows:
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Turnover (CA)= Production sold (PV) + Sales of Geqd¢MF) + Interest income recorded

for the leasing activity (VDI) + Subsidies relatedturnover (SE)

e Interest income recorded for the leasing actiMiI) is a new element required to be used
in the financial analysis of the company.

e After analyzing the financial position and finasgperformance of thefound two relevant
and significant elements for the operating cashwflovhich influence intermediate
management balances as follows: - Operating flofvh® holding operations. These two

elements are part of the value added.

e From operating flows of the leasing operationsaléh created a new indicator in the
analysis of intermediate management balances thatldd leasing operations margiand
which is the supplement of value created by thesitga companies through their own
operations and business and is determined asffieeedice between recorded interest income

and expenditure on recorded refinancing interest:

Leasing operations margin (MOL) = recorded intereastome (VDI) — expenditure on

recorded refinancing interest (CHD).

Since financial theory does not highlight this tator, we propose its introduction in the

finance and financial analysis of the company.

e Based on operating flows of venture operationsavehcreated another new indicator,
namely "venture activity margin " or "venture opgeyas margin” that can be determined as
the difference between income transferred from wenbperations and transferred expenses
from venture operations. The margin of activityvienture operations represents the new
allocation created in areas of activity of jointnare, industrial, commercial activities,
services, or other activities determined in a repgmeriod

Venture operations margin (MOP) = Income transfdrfeom venture operations (VTOP)-
Expenses transferred from venture operations (CHTOP

In this case also the financial theory does notci§pehis indicator and | propose its

introduction in finance and financial analysis loé tompany.

e According to the findings stated above, the adddde expands with two new elements,

namelyventure operations margimespectivelyeasing operations margin:
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Value added (VA) = Yearly production (PEX) — Intethate consumption (CI) +
Commercial margin (MC) + Venture operations martOP) + Leasing operations margin
(MOL)

Therefore | propose the introduction of two elersemt financial theory and practice of

businesses.

e Value added can be analyzed in two ways, namglgymthetic method, respectively

additive method (distribution). Value added anatlmeing the synthetic method is influenced
by the following factors: yearly production, tragimmargin, leasing operations margin,

venture operations margin, respectively intermediednsumption. Value added analyzed
using the additive method is influenced by thedwihg factors: personnel expenses, tax and
fees expenses, finance charges, value adjustméntngible and intangible assets, value
adjustments of current assets, adjustments of fioms, other operating expenses,

extraordinary income, income from operating sulesidind financial income.

e By assessing the value added using the two methloalige developed model of analysis

of taxes, fees and assimilated payments, namely:

Taxes, fees and assimilated payments (I+TX) = TB&enue (VT) — Total intermediate
expenditure (CHTI) — Net Income (RN)

In this model the total intermediate expenditurdetermined by the difference between total
gross expenditure and total expenditure of taxesfaes and is an element of the analysis.
Based on this model, in the financial analysisit be determined the influence of the factors:
of the taxes and fees that are constituents ofctss, income tax, total revenue, total
expenses without taxes and fees expenses, anctthesult. In this context we can say that
taxes, fees and assimilated payments affect thandial position and the performance of
companies, respectively the size of the valuexddand fees is determined by the size of the

value of total costs and revenues, and hence zba$ithe value of net result.

e Given the motivation of the theme | have pointed that taxes, fees and assimilated
payments are included in value added, respectuedlye added is the source of their funding.
Since companies record a negative net result topttyment of taxes and fees they must rely

on funds raised or reserves.
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e Intermediate management balances on profitakilitgracterize the financial stability of
companies through flows of results as follows: Groperating surplus, operating results,
financial result, extraordinary result and net lefar the year.

e Using the results flows the capacity of self-fineiyg and self-financing of businesses can

be determined.

e Since the total revenue and total intermediatecedjture are constant, taxes, fees and
assimilated payments, respectively insurance aruilssecurity costs by reducing and
increasing them influence the net result of comgmninfluencing factors are: excise, duty,
local taxes and fees, social security contributidresalth insurance contribution, contribution
to unemployment insurance and other social secanty welfare expenses, other taxes and

fees, respectively income tax.

e The financial position of companies is analyzeddoaon the balance sheet, the main
reporting situation. Structural changes, respelstiohanges in the value of assets and of
results of economic operations were performed uBg sets of accounts accounting. The

structure of the accounts in the accounting witlr feets of accounts is as follows: - accounts
of economic means (active), accounts of economigces (liability) expense accounts and

results accounts. Accounting in four series of aot® generates 16 types of operations in the
analysis model of the influence of structure antum® changes reflected in the balance
sheet. The accounting model with four series obants can be used to analyze the influence
of factorial economic operations on assets, liabsj respectively on expenditure and results.
The financial position of companies is affectedshryicture and volume changes of economic

means, economic resources, liabilities, expenssslts, respectively equity.

e Taxes, fees and assimilated payments influencdiritbacial position and performance of
businesses, which is reflected in the expensediaitities, but are components of the costs
except the value added tax and income tax.

e | consider that economic policy objectives mustbeelated to the fiscal system and fiscal
and monetary instruments. Fiscal legislation m@stlear, precise and concrete. Normative
acts can not violate the Constitution, can nottereanfusion and errors in interpreting and
applying the provisions. Legislative shortcomingdax matters should be removed. Also we
must remove the normative documents that are atintosty or in conflict with economics,

financial analysis or the concept of finance.

36



e In my opinion bankruptcy cannot be taxed becauseésn’t create added value. Legal
provisions on tax matters shall define clear andcise and imperatively budgetary

obligations they cover.

e From the statistical survey conducted | have shfmwthe first time in this area that the tax
burden rates have positive or negative influencpaenformance, financial stability and credit

rating of companies, as these are more aggressivere relaxed.
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