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Abstract

The Environmental Fund is an economic and financial instrument designed to support and
implement projects and programs for environmental protection. There is an ongoing debate on the
criteria for allocating environmental funding, in particular the adjustment of funding. The
specialized literature focused mainly on the optimal tax rate, on investments and expenditures with
environmental protection at macroeconomic level. In the specialized literature in Romania there
are no case studies presented at enterprise level (microeconomic). According to O.U.G. no.
196/2005 on the Environmental Fund, with subsequent amendments and completions, constitutes
an income to the Environmental Fund a contribution of 2% of the revenues from the sale of waste
obtained by the owner of the waste. The amounts are withheld at source by the economic operators
who have the obligation to calculate and transfer the amounts. Thus, we will study the way of
recording by companies (at microeconomic level) the contribution of 2% that constitutes income to
the Environmental Fund.
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1. Introduction

The Environment Fund is an economic and financial instrument intended to support and
implement projects and programs for environmental protection and for achieving the objectives of
the European Union in the field of environment and climate change, in accordance with the legal
provisions. The revenues of the Environmental Fund consist of percentage contribution from the
income from the sale of waste, obtained by the owner of the waste, natural or legal person; taxes
for emissions of pollutants into the air, due by economic operators; contributions to the circular
economy collected from the owners or the administrators of landfills for municipal waste. Hence,
the contributions due by:

* Economic operators that introduce on the national market packaged goods, which distribute
for the first time on the national market sales packages;

* Economic operators who introduce on the national market new and/or used tires intended for
reuse, for the difference between the quantities of tires corresponding to the annual management
obligations provided in the legislation in force and the quantities actually managed;

* The administrative-territorial units or, as the case may be, the administrative-territorial
subdivisions of the municipalities, in case of not fulfilling the annual objective of reducing the
quantities of waste disposed of by municipal waste;

* The economic operators authorized to take over the annual obligations for capitalization of
packaging waste, respectively for the management of used tires;
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* Economic operators that carry out collection / recovery / sanitation activities;

* Economic operators that introduce on the national market electrical and electronic
equipment;

e Economic operators that introduce portable batteries and accumulators on the national
market, etc.

The Environmental Fund sustains pilot and existing projects and programs for environmental
protection: reducing the impact on the atmosphere, water and soil, including air quality monitoring;
noise reduction; waste management; protection of water resources, integrated water supply
systems, treatment plants, sewers and treatment plants; conservation of biodiversity and
management of protected natural areas etc.

At the level of 2018, out of the 3,493,222 thousand lei, 12% represented the investments of the
specialized producers, 47% the investments of the non-specialized producers and 41% the
investments of the public administration (Figure no. 1).

Figure no. 1. Investments for environment protection, in 2018
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Source: Romanian Statistical Yearbook, 2019

The current internal costs for environmental protection in 2018 amounted to 7,929,032 thousand
lei; the largest share (61%) is registered by specialized producers (Figure no. 2.).

Figure no. 2. Internal current expenditure for environment protection, in 2018
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Source: Romanian Statistical Yearbook, 2019

2. Literature review

Compared to developed countries, capital markets and financial systems in developing countries
are often considered underdeveloped. Firms need funds to operate and invest to reduce pollution
(Tian, 2017). From a dynamic perspective, fine-tuning the tensions between environmental
commitments in relation to various stakeholders and tracking profitability can become increasingly
complex and costly (Pekovic, 2018). Environmental protection policy measures can be classified
into two groups: command and control standards and market-based measures. Most economists
support the latter, such as pollution taxes. Pollution taxes are a market-based measure that can
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reduce environmental damage and make markets highly efficient (Lee, 2017). Azadegan's study
(2018) develops a series of hypotheses about the effects of consumer pressure, community pressure
and resource availability on managers' environmental investment decisions. First, under the
emissions taxation system, private firms adopt clean technologies, even if they incur additional
costs to reduce the production process if the environmental damage caused by their production
process is high (Lee, 2017). The results of Mori's (2019) study suggest that a country's level of
vulnerability may affect accessibility and the volume of funding for the environment.

There is an ongoing debate on the criteria for allocating environmental funding, in particular the
adjustment of funding. The specialized literature focused mainly on the optimal tax rate, on
investments and expenditures with environmental protection at macroeconomic level. In the
specialized literature in Romania there are no case studies presented at enterprise level,
microeconomic. According to O.U.G. no. 196/2005 on the Environmental Fund, with subsequent
amendments and completions, constitutes an income to the Environmental Fund a contribution of
2% of the revenues from the sale of waste, obtained by the holder of the waste. The economic
operators who have the obligation to calculate and transfer the amounts withhold these amounts at
source. Thus, we will study the way of recording in accounting by companies (at micro level) the
2% contribution that constitutes income to the Environmental Fund.

3. Research methodology. Findings

According to art. 9, par. (1). a) of the O.U.G. no. 196/2005 regarding the Environmental Fund
approved by Law no. 105/2006, with the subsequent amendments and completions, constitutes an
income to the Environmental Fund a contribution of 2% of the revenues realized from the sale of
waste, obtained by the owner of the waste. The economic operators having the activity of waste
collection and/or recovery, having the obligation to transfer them to the Environmental Fund, shall
withhold the amounts at source.

Economic operators must complete and submit the Statements of obligations to the
Environmental Fund. The obligation to calculate and transfer the amounts belongs to the legal
entities both for their own activity, as well as for the branches and working points. Below we
present three case studies, as follows: the first two cases refer to companies that invoice or do not
invoice the environmental fund and the last study refers to the accounting records of the company
that withholds 2% of benefit.

Case study 1. Company that does not invoice environmental fund
Step 1. The company withholds 2% for all categories of waste:

Figure no. 3.
Py e sl
PN L T R R T — 2|
S = o , ; )
1 [Dhessismesrd ] 1 A Cabisig i Pleia -
Factura fiscala
L
f Hun
navakdsb Do
Avk Tovm s (D
N b i g it Fuisonb Hu Fartun smphlicala N Paricidsiled 19 | nacalind =
Hutizuke Dmiviats st ik i s Dt Em=t [
Asical M | Ca ] i Fus Pl
¥ [ 1560 1 SEE 1R
g‘:. Bantor  Ineegistren contabile penir docomenbed curent H H
Dabit Dacurmml | Obeeremt [P T
44205 LR ES i) LOET.04  F.I03F1002 2020 41 4 MC3
S i T - 5. GBSO SE16 106704
Total de plata AT
|y 1% rman

Source: Authors’ processing
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Step 2. The 2% tax-withholding note is made through the following accounting note related to
the partner:

Figure no. 4.
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Step 3. The amount of 112.32 lei is deducted by compensation from the value of the supplier's

invoice:

Figure no. 5.
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Step 4. At the end of the month an account statement is generated for account 4476
Environmental Fund and for the total amount a statement will be submitted and the entity will then

pay that amount.

Accounting note:
447.06 = 5121 the cumulated amount from n invoices

Case study 2. The company that invoices the environmental fund

The supplier invoices with a position of Environmental Fund 2% and decreases the value of the
invoice. This amount will be declared and paid by our company at the end of the month.
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Figure no. 6.
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Case Study 3. The company that withholds 2% of benefit.

The company is required for 2% of benefit, as follows:

Step 1. Border reception of the purchase. The tally-sheet is made and a payment amount results.
At that value, a position with average fund waste is placed, also on account 4476. The partner
account in the case of individuals is 462

Figure no. 7.
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Step. 2. The total monthly amount of liability account 4476 shall be declared and paid at the end
of the month.

In accordance with the provisions of Emergency Ordinance No. 74/2018 amending and
supplementing Law No. 211/2011 on the waste regime, Law No. 249/2015 on the management of
packaging waste and the Emergency Ordinance no. 510/2018, starting with 01.01.2019 by
introducing the tax on the contribution to the economy, the household waste collection tariff for
individuals, legal entities and tenants' associations will increase. The contribution for the circular
economy is 28 lei without VAT price applied to the amount of garbage having the unit of
measurement in cubic meters. Below are the accounting records of the contribution to the circular
economy.

Invoice example (invoice issued - customer) February 2020.
VAT rate 19%

Table no. 1.
No Action Quantity MU Unit Price VAT
Price (no (no
VAT) VAT)
1 Collected 2.08 CM 125.86 261.79 49.74
2 Stored 2.08 CM 30.33 63.09 11.99
3 Circular 2.08 CM 28.00 58.24 11.07
economy
Total (no VAT) 383.12 72.80
Tot 455.92lei
al
Source: Authors’ processing
Accounting note, February 2020:
Table no. 2.
4111 = 704.M 58,24 Circular economy
4111 = 704.01 324,88 Services
4111 = 4427 11,07 VAT Circular economy
4111 = 4427 61,72 VAT Services
TOTAL 455,92

Source: Authors’ processing

Invoice example (invoice received - supplier) February 2020
VAT rate 19%

Table no. 3.
No Action Quantity MU  Unit Price Price VAT
(no VAT) (no VAT)
1 Circular economy 200 tons 30 6000 1140
contracts
2 Waste storage 200 tons 40 8000 1520
Total (no VAT) 14000 2660
Total 16660

Source: Authors’ processing
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Accounting note, February 2020

Table no. 4.
628 = 401 8000 Waste storage services
635 = 401 6000 Circular economy contracts
4426 = 401 2660 VAT
TOTAL 401 16660 lei

Source: Authors’ processing

4. Conclusions

In the Official Gazette no. 543 of July 2, 2019, was published O.U. 50/25 June 2019. It amends
and completes two important normative acts: GEO 196/2005 on the Environmental Fund and Law
249/2015 on the management of packaging waste. The normative act has a special impact on
several categories of economic agents (waste generators / holders, sanitation operators, waste
collectors and recovers, but also public authorities), as a result of new provisions, among which we

mention:
[ )

The obligation to declare and pay to AFMO a contribution of 3% of the sale of ferrous /
non-ferrous scrap metal is transformed, by the new normative act, into a Contribution of
2% for all categories of traded waste. The obligation to declare and pay to the AFM
belongs to the, but the contribution is withheld at source from the waste holder.
Interestingly, the O.U. calls this mechanism contribution, but, because it is the
responsibility of the waste holder, acts as a fee (unless somehow in the implementation
methodology - Order 578/2006 - will not be established otherwise).

It modifies the calculation method of the tax of 50 lei/ton that must be declared / paid
by the local public authorities for not reaching the objective provided by law to reduce
the quantities of municipal waste permanently deposited, being affected by these
provisions especially those who did not organize the sanitation service.

Increases the value of the ecotax, applicable to all plastic transport bags, from 0.1 lei /
piece to 0.15 lei / piece. The ecotax does not apply to bags made of materials that meet
the standard SR EN 13432/2002. The tax is declared/paid by those who introduce the
plastic transport bags on the national market, with the distinct highlighting on the sales
invoice.

A new contribution to AFM (Environment Fund Administration) of 2 lei/kg is
introduced for collectors and operators who report packaging waste. The declaration of
the quantities managed/reported will be made every six months at AFM by
collectors/operators, as the case may be.

Waste traceability (understood as packaging only) will be followed through the SIATD
IT application, provided by AFM, mandatory for use/implementation for packaging
waste collection/recovery operators who report and receive a bonus. Failure to use the
application is punishable: 80,000 lei-100,000 lei by AFM.

Economic agents holding packaging waste from trade and industry will have the option
to manage them, i.e. to return them to the suppliers or economic operators designated by
them by contract.
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