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Abstract

The ascending trend of the economy stimulatediigeaf the volumes of the construction activitiesthe condition
of prognosed increase of investments, based onicpfilmhds and grants, it's needed perfecting therfaial

mechanisms which should assure the selection aftbet competent companies for awarding the tendereplures
on the constructions works.

The accounting synthesis documents (balance spesit and loss account), as instruments for réibecof the

performances have the task of ensuring an authientige of the actives, of the results and of tharftial capacity
of the bidders. The way of reflecting some accougntind financial operations like the good executi@mrantee,
formed from retains from the revenues realizedhgydontractors, repartition of the results at the ef the financial
years; have direct implications in the distortidntlte results at the end of the financial years distbrtion of the
information regarding the financing capacity of tidders.

As well, the modifications brought to the Fiscaldgp starting from 2007 according to regulation ted W¥AT by

introduction of the “inverse tax’ and of the paymepproach of the income tax, starting from 2008, have

negative effects over the financial liquidity angeothe capacity of financing.

The positive evolution of the national economy wath yearly growth rate of about 8% in 2006
influenced favorably the construction market aslwehich withessed a growth rate of 19.3%
compared to 2005, reaching the level of 7 billiomos in 2006, holding a 10% share of the GDP
and with an estimation of growth to 12%, in the medperiod.

- As factors with positive influences can be memgid the following:
- Increased volume of foreign investments;

- Substantial funds from pre-aderation programs angortant amounts of credit from
international organisms;

- Increased budgetary allocations;
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- Increase of the private funds in investments.
As well were factors which had a negative influefroen which we are mentioning:
- The slow alignment of the public procurementséggion to the European directives;

- The crisis of the work force, especially of theatified one, amplified by the departures for
working abroad and by the weakening of the protesdiand technical-engineering education;

- The large share of the black(illegal) economy;

- The excessive taxation, in general and espectlihe work force, with consequences in
amplifying the illegal labor.

The authentic image constitutes a criteria of pernce of the modern accounting in the
way it ensures a realistic reflection of the realily a complete and pertinent information over
the economic processes expressed in monetary stiaridet which imposes respect with “good
will” of the rules for the evaluation of the patamy, and of the rules and principles of
accounting. The annual financial reports must off@lear image of the actives, debts, financial
position, profit or loss for the organization.

For companies from the construction industry, timarfcial reports represent a significant
importance, being the main source of informationdetermining the indicators of solvency and
of financial capacity for sustaining adjudicatiohfoture works and services, according to the
actual legal regulations.

For the effectuation of public procurement of seegi and works, the contracting authority is
requiring from the bidders to make offers for teaed of the contract.

From each tendering procedure of a contract anglidate/bidder can be excluded if it's not
eligible, respectively if it's in bankruptcy or procedure of liquidation, for the candidates which
didn’t paid taxes towards the state, or the couatidn towards the state social insurance.

For the verification of the economical — financ@pacity of the candidates/bidders, the
contracting authority has the right to ask them fimancial statement and other relevant
documents which prove the economical-financial capalike, letters of credit from the banks,
situations regarding the global revenues, confimmabf detaining of insurance policies for
different professional risks.

The contracting authority has the right to estéibles minimum requirement, framing of the
value of some financial indicators over a minimumposed value, like:

a) The average annual revenue over the last 3,yequal or larger than a minimum value
imposed which can not overpass the estimated ameuwahue of the work contract, which must
be awarded, multiplied by 3.
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b) General liquidity (circulating assets/currenbtdex 100): minimum requirement — framing of
the value of this indicator over the percentag&@i%, but just in the case in which fulfillment
of the contract must be realized in a period latgan 3 months.

c) Patrimonial solvability (own capital /total pags x 100): minimum requirement - framing
of the value of this indicator over the percentagel00%, but just in the case in which
fulfillment of the contract must be realized inexripd larger than 3 months.

d) Financial capacity of the candidate/bidder tsiaim the execution of the contract.

The candidate must prove that it has access oavetable real and not affected by debts
resources, lines of credit confirmed by banks bepfinancial means enough to realize the cash
flow for the execution of the work within the impasperiod.

C(f) = (v(r) x F(r) - Vice) + Lcn + Dp, in which:
v(r) - represents the annual speed of rotatiortHercirculating fund and its calculated like
this:

revenues from the exploitation resulted from th&amee sheet of the last closed financial
year

The circulating fund calculated based on the dedanfthe balance sheet of the previous
closed financial year

F(r) - represents the circulating fund calculatadlee basis of the data from the balance sheet
of the last closed financial year and is calculatedhe following:

Circulating Actives - Current debts (debts of whielm of eligibility is under 1 year)

Vice - represents the actualized value of the woeksaining to be executed, at the date of
the presentation of the documents which prove th@@mic-financial capacity, for the following
12 months

Lcn - represents the line of credit not-consumethatdate of presentation of the documents
which prove the economic-financial capacity, canéd by the bank

Dp - represents bank deposits at the date of piagsmm of the documents which prove the
economic-financial capacity, confirmed by the bank.

The financial analysis has a succession of disadgas: the existing information is static
and is referring to data from the past, or previpegormance not constitutes a warrantee of the
future performance.

The obtained information is representing just tiaetsg point in evaluation of a business.
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For the construction works, the law stipulates possibility to create a warrantee of good
execution by issuance of a letter of guaranteeretaihs of 5-10% from the realized revenues.

In the situation in which the execution of work's iextending over the several financial
years, the warrantees retained and freed lateribote to the distortion of results and are
affecting the clear image of the results refledigdhe annual financial reports.

The Fiscal Code, in the article 22, stipulatesgbssibility of constituting provisions for the
good execution warrantees, ensuring deductibilitythe costs. As an example, in the table
number 1, we present the results regarding thremdial exercises (years) within a construction
company in which were retains for the good execuarrantees and which were canceled at the
end of the last financial exercise (year), follogvithe final reception of the objective of
investment by the beneficiary.

Table 1
2004 2005 2006
Production of the exercise 20981025 20957447 136595
External material expenditures 1679377( 17112025 06891
Added Value 4187255 3845422 3752734
Human resources Expenditures 993802 1406871 133783
Taxes 37329 37387 60935
EBE 3156124 2401164 2653966
Revenue from provisions 0 0 737661
Expenses with amortisments 247668 305001 346220
Expenses with calculated provisiong 337544 380152 41905
PROFIT FROM EXPLOITATION 2570912 1716011 2803502
Financial Revenues 217654 372939 176317
Financial Expense 70648 108021 46913
RAW PROFIT 2717918 1980929 2932906
Tax on profit 657936 299331 437681
NET PROFIT 2059982 1681598 2495225

The harmonized accounting regulations with the geam directives, within the article186,
let. c, are stipulating the possibility to condtifuprovisions for taxes, for future amounts of
money to be paid, owned to the state budget incthalitions in which are not appearing
reflected at the debts, with reference at the rimeat regulated by the fiscal policies. In order to
avoid distortion of the results and financial etpilm indicators taken in consideration, we
consider necessary treating the retains from reagrms warrantees for good execution, like not-
taxation revenues from the fiscal point of view dhe necessity of registering in the accounting
of the transfer from the claims, account 411"clg&rb the 2678 (other immobilized claims).
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More relevant it seems the accounting and fiscpt@ch from the point of view of the solutions
offered by IAS 12 TAX ON PROFIT(revised), in whidhe revenues related to the good
execution warrantee should be taxed and treateddidtayed tax on profit. In this situation the
expenses with the tax on profit will be cumulatixd tax on the current profit and the tax on the
delayed profit, like the registration 6191”expensegarding delayed tax on profit” =4412
“delayed tax on profit”. The determination of thesults, according to above presented data,
comprised in the table no. 2, reflect significarffedences over the situation presented in the
table 1 with influences over the raw profitabiligte indicators (table 3)

Table 2
2004 2005 2006
EBE 3156124 2401164 2653966
Expenses amortization 247668 305001 346220
PROFIT FROM EXPLOITATION 2908456 2096163 2307746
Financial Revenues 217654 372939 176317
Financial Expense 70648 108021 46913
RAW PROFIT 3055462 2361081 2437150
Tax on profit 742322 360155 358360
Current 657936 299331 319655
Delayed 84386 60824 38705
NET PROFIT 2313143 2000926 2078790

The Art.222, line.3, of the Accounting Regulatidnem Directive IV of EEC foresees that
the distribution of the profit should be registeiadthe accounting on “destinations established
by the general assembly of the shareholders, takespproval of the financial situation reports”.

Table 3
2004 2005 2006
Annual revenue 20981025 21060050 1370557(
RAW PROFIT (a) 2717918 1980929 2932906
RAW PROFIT (b) 3055462 2361081 2437150
Raw profit rate (a) 13.00 9,4 21.40
Raw profit rate (b) 14,56 11,21 17,78

In this report, in the balance sheet, the resdksepting the legal reserves will appear
distributed in the account 117 “the reported résudontributing to the determination of an
increased circulation fund, raised with the prafibcated to the consummation under the form of
dividends with distortion, as well, to the indicest@f solvability and liquidity. In order to cancel
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these inconvenient we consider necessary the ctioplef the Norms for applying of the

Ordinance 34/2006, approved by the Decision of @mvernment 925/2006, through the
necessity of elaboration of a balance sheet ulteédcapproval of distribution of the profit by

certified consulting companies, which should cgrtife correctness of the solvability indicators
and the financial capacity of the bidder companies.

Following the changes brought to the Fiscal Cole,taxpayers will pass from a quarterly
determination of the tax on profit to an annuakd®ination of it.

- The tax will be paid quarterly and will be reprated by anticipated payments, estimated in
concordance with the tax paid in the previous year.

- The modifications are taking, at least theordifijcdo a simplification of the procedure of
determination and payment of tax on profit, hadoghe advantages and disadvantages:

- in the conditions in which the activity is on igimg trend, so the profit rises, the company
pays under the form of anticipated payments a loarrin the period of the year than in the
actual system, benefiting, till the regularizatibg,a fiscal credit from the state.

- exemption from the tax under the form of antitggapayments in the quarters in which the
company registers losses.

- the company registers a decrease of the profitpesing to the last year, without having

losses, the anticipated payments within the yeardaking to payment of a higher tax than that
resulted on the basis of the real results, the emmrrediting in this way the state till the

recovering of the tax paid in advance.

Taking in consideration the article 160 line (Ztde c) from the Fiscal Code, the works of
construction enter in the category of goods andiaes for which, for their delivery and
execution, are applied the simplification measuvat) the compulsory condition that both the
contractor and the beneficiary of the constructimmks should be registered as VAT payers.

According to the regulations it's resulting thae tbompanies which are registered as VAT
payers will recover the paid VAT (concerning theugbt construction materials) just after the
operations of reimbursement of the VAT made byftbeal organizations. In this situation the
construction company is put in the situation tadi¢ime state for a certain period of time from the
moment it pays the VAT, concerning the acquisitodrtonstruction materials, till the moment it
obtains the reimbursement of VAT. We consider odtgolhe legal regulations for reimbursement
of the VAT and it's essential the adoption of aulatjon for reimbursement, on own company’s
responsibility after most 30 days, with realizatimwinfuture controls by the fiscal organisms, in
contrary, being affected the liquidity and the atfiinancing capacity of the companies from the
construction industry.
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