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PROFITS TAX UPDATES
HOLDING PROVISIONS

Florin Gherghel, Head of Tax Department
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Profits Tax Updates

m The companies which have opted/opt for a financial year different from the calendar
year, according to the accounting regulations, can opt for the fiscal year to correspond
to the financial year. There are specific provisions for determining the first fiscal year,
for notifying this option to the tax authorities, for submitting the annual profit tax
return, respectively for paying the profits tax.

m In case the tax credit corresponding to sponsorships exceeds the profits tax, the
amounts not deducted from the profits tax are carried forward in the following 7
consecutive years.

m The companies ceasing their existence due to a merger/division can transfer to the
successor companies the right for carrying forward the interest expenses/net loss from
FX differences which are not deductible in case of debt-to-equity ration over three
(certain conditions must be fulfilled).
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Holding Provisions| 1

m A Romanian company does not include in the computation of the profits tax the
revenues from the sale/assignment of the participation titles held in a
Romanian/foreign legal person located in a state with whom Romania has concluded a
double taxation avoidance agreement — the first company holds for an uninterrupted
period of 1 year minimum 10% of the share capital of the legal person in which it holds
the participation titles.

m A Romanian company does not include in the computation of the profits tax the
revenues from the dissolution of another Romanian/foreign legal person located in a
state with whom Romania has concluded a double taxation avoidance agreement — the
first company holds for an uninterrupted period of 1 year minimum 10% of the share
capital of the legal person subject to dissolution.
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Holding Provisions| 2

m A Romanian company does not include in the computation of the profits tax the
dividends received from a Romanian/foreign legal person (from a non-EU country with
whom Romania has concluded a double taxation avoidance agreement) — the
Romanian legal person receiving the dividends holds minimum 10% of the share capital
of these entities for an uninterrupted period of 1 year (certain conditions have to be
fulfilled).

m One of the conditions which a Romanian company has to fulfil in order not to apply
profits tax to the dividends received from a EU subsidiary has relaxed, namely the
period for 10% shareholding quota has diminished to one year (instead of two).

m One of the conditions which a EU company has to fulfil in order not to pay dividend tax
on the dividends received from a Romanian legal person has relaxed, namely the period
for 10% shareholding has reduced to one year (instead of two).
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