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Paying taxes Is important

» Taxes are a lifeblood of a stable and prosperous society

- taxes provide essential government revenues and those who pay
tax have a stake in the system

* In the wake of the downturn, levying tax is an even more difficult
task for government

- tension between raising taxes and supporting economic recovery;
- therole of tax in international development
« The Paying Taxes study is important

- provides data to inform discussions on tax policy and tax
administration and inspire tax reform

- generates great interest and is used around the world
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Tax reforms around the world have driven a
downward trend In the results

» Over the five years since the first Paying Taxes study

- the average Total Tax Rate around the world has fallen by 1% per
year

- and the time needed to comply by a day every year
« Tax reform has been high on government agendas

- 115 economies have implemented significant tax reforms in this
period, including 40 in the last year

- reducing rates of corporate income tax has been the most popular
reform, 90 economies

- we suggest there should also be more focus going forward on
easing the compliance burden
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Corporate income tax is only part of the burden of
taxes

Tax on profits accounts for 38% of the Total Tax Rate, 25% of the compliance
time and 12% of the number of payments.
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Total Tax Rate — Romania as an example —44.9%

Profit before tax (PBT)

Add back above the line taxes borne:
Social security contributions
Health insurance contributions
Unemployment contribution
Accident risk fund

Labor inspectorate commission
Guarantee fund

Medical leave

Fuel tax

Building tax

Land tax

Vehicle tax

Firm tax

Urbanism tax

Environmental taxes

Stamp duty on contracts

Profit before all taxes borne / commercial profit
Corporate income tax on PBT after necessary
adjustments

Above the line taxes borne

Total taxes borne

Profit after tax

TTR = Total taxes borne / commercial profit
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| Total Tax Rate — European Union
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| Romania compared to EU and World average
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Time to comply — Romania as an example - 222
hours

Corporate Income

Labour Taxes
Tax

Prepare 24 66 30 120
File 10 42 24 76
Pay 8 12 6 26
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Time to comply — European Union
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The impact of VAT compliance on business

e The time needed to comply varies considerably in the EU from 22
hours in Finland to 288 in Bulgaria
e Administrative procedures vary and significantly impact the time to
comply
- It takes 30% more time on average when indirect taxes are
administered by a separate tax authority
- nearly 70% more time when invoices have to be submitted with
VAT returns

- 30% less time where business uses online filing and payment
e The frequency and length of tax returns also have an impact
- it takes 35% less time on average where returns are not required
monthly

- and over twice as long where the return has more than 20 boxes to
complete
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| Time to comply — Romania compared to EU and
World Average

282 hours

222 hours 222 hours
109

72 60

European Union World Romania

M CIT W Labour VAT

Paying Taxes 2011 — The Global Picture November 2010
PwC 12



I -
Tax payments - Romania as an example — 113
payments

Corporate income tax 4 4
VAT 12 12
Social security contributions 12 12
Health insurance contributions 12 12
Unemployment contribution 12 12
Accident risk fund 12 12
Labor inspectorate commission 12 12
Guarantee fund 12 12
Medical leave 12 12
Building tax 2 2
Land tax

Vehicle tax

Firm tax

Urbanism tax
Environmental taxes
Fuel tax
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Tax payments — European Union

Romania - 113 payments
4th quartile
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| Number of taxes — Romania compared to EU and
World Average
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What aspects of the tax system most need
Improvement?

Dealing with tax audits and disputes
Approach of the tax authorities
Clarity, accessibility and stability of the tax rules

Aspects of the tax rules

Levels of government and tax authority

0% 10% 20% 30% 40% 50% 60% 70% 80%

B Global ®EuropeanUnion
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What the Paying Taxes results show

» Corporate income tax is only part of the burden of taxes on business
- in the EU TaxpayerCo pays 11 taxes

- corporate income tax is just 11% of the tax payments, 19% of
compliance time and 30% of TTR

» Reducing statutory rates of corporate income tax has been the most
popular reform over the years of the Paying Taxes study

- but the statutory rate is not always a good indicator of the rate of
tax actually paid

- we suggest more focus also going forward on easing the
compliance burden

» Labour taxes and social contributions are the biggest part of the
burden in the EU
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What the Paying Taxes results show — cont.

- at 28.3% of commercial profits (64% of the TTR) the highest of any
region

- multiple labour taxes (3 on average and up to 7) increase the time
to comply and number of payments

* VAT is the predominant form of sales taxes system and used
throughout the EU

- VAT is not a cost to TaxpayerCo but is a compliance burden (32%
of time to comply in the EU)

- administrative practices significantly impact the time needed

» Paying Taxes contributors also want to improve other aspects of the
tax system (not measured in the indicator)

- In the EU, complexity and stability of the tax rules and approach of
the tax authorities
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Summary of 2011 Results and comparison with
2010 and 2006

Total Tax Rate 44.9% 46.4% 119 57.2%

Compliance hours 222 87 202 77 190 56
Payments number 113 182 113 182 108 173
Ease of Paying Taxes 151 147 139

Paying Taxes 2011 — The Global Picture

November 2010
PwC

21



How different taxes contribute to the results -
Romania

_ Number of payments Time to comply Total Tax Rate

Corporate income tax 10.40%
Social security contributions 12 120 23.25%
Health insurance contributions 12 - 5.01%
Unemployment contribution 12 - 1.67%
Accident risk fund 12 - 0.84%
Labor inspectorate commission 12 - 0.63%
Guarantee fund 12 - 0.21%
Medical leave 12 - 0.71%
VAT 12 60 -

Building tax 2 - 0.98%
Land tax 2 - 0.03%
Vehicle tax 2 - 0.08%
Fuel tax 1 - 1.08%
Firm tax 4 - -

Urbanism tax 1 - -

Environmental taxes 1 - -

Stamp duty on contracts 0 - -
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Labour taxes have the biggest impact on the
results

22.1% 27.0%

Payments Time TTR
m Profittax W LabourTax Consumption / Othertaxes
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Total Tax Rate by percentage

Accidentrisk fund Laborinspectorate  Guaranteefund
1.9% commission 0.5%
1.4%

Medical leave

Unemployment 1.6%
contribution
3.7%
Building and land tax
Corporate income tax 2.2%

23.2%

Vehicle tax
0.2%

Fuel tax
2.4%
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Total Tax Rate — Romania and neighbouring
countries

Romania 44.9%
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Hours

Time to comply - Romania
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Time to comply — Romania and neighbouring
countries

Romania -222 hours
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Number of tax payments

Environmental taxes, 1 Fuel tax, 1

/ Stamp duty on contracts, 0

Corporateincome tax, 4

Urbanism tax, 1

Vehicle tax, 2 \

Firm
tax, 4

Land tax, 2

Building tax, 2
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Number of taxes — Romania and neighbouring

countries
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Number of tax payments — Romania and
neighbouring countries

Romania - 113 payments
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| Key Themes for Romania

In order to simplify the tax system and ease the taxpayer’s fiscal
burden the following need to be considered:

- Tax compliance measures
- Tax cost measures

- Tax administration and other tax measures

Paying Taxes 2011 — The Global Picture November 2010
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| Key Themes for Romania

Tax compliance measures
» Easing the compliance burden through:
— efficient electronic filing and payment system available

— collection of social security contributions by the same tax
authority (e.g. ANAF)

— reduction in the number of taxes (e.g. labour taxes)
— reduction in the number of tax returns reqw red to be

submitted annually (e.g. introduction of the single tax return)
« Tax collection improvement
— simplification — more resources available — improved
collection — more tax revenue
— less compliance — less mistakes — more tax revenue
Paying Taxes 2011 — The Global Picture November 2010
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| Key Themes for Romania

Tax cost measures
» Capping the social security contributions

Tax administration and other tax measures

« Holding company legislation implemented under domestic tax
law

« Fiscal group consolidation for VAT and for corporate income tax
« Advance pricing agreements and effective ruling practice

Paying Taxes 2011 — The Global Picture November 2010
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Paying taxes 2011 results — alternative scenario

Paying taxes 2011 result if both the single tax return for social security
contributions and electronic filing & payment for all taxes would have been
available

_ 2011 - current status 2011 — alternative scenario

Total Tax Rate 44.9% 44.9%

Compliance hours 222 87 186 65
Payments number 113 182 11 35
Ease of Paying Taxes 151 59
Paying Taxes 2011 — The Global Picture November 2010
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' Paying taxes 2011 - Questions

This publication has been prepared for general guidance on matters of interest only, and does
not constitute professional advice. You should not act upon the information contained in this
publication without obtaining specific professional advice. No representation or warranty
(express or implied) is given as to the accuracy or completeness of the information contained
in this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its
members, employees and agents do not accept or assume any liability, responsibility or duty of
care for any consequences of you or anyone else acting, or refraining to act, in reliance on the
information contained in this publication or for any decision based on it.

© 2010 PricewaterhouseCoopers LLP. All rights reserved. In this document, “PwC” refers to
PricewaterhouseCoopers LLP (a limited liability partnership in the United Kingdom) which is a
member firm of PricewaterhouseCoopers International Limited, each member firm of which is a
separate legal entity. CF10434



