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Introduction 

In this article, to start with, it is being reviewed, in legal terms, the causes and the steps to 

be taken in the dissolution of a company.  

Why a company should be dissolved / liquidated? Causes of closing a business are:  

(i) decision of the shareholders / partners; (ii) decision of the court; (iii) by virtue of the law.  

 

By dissolving a company, it ceases its legal personality. Dissolution is represented by a set of 

operations that usually results in the liquidation of the company assets.  

 

Law 31/1990 on trading companies, republished in 2008 records general causes and specific 

causes of dissolution.  

 

General causes are stipulated by Article 227, first paragraph of this Law. They consist of: 

 passing of the time set for the company validity and its non-renewal; 

 unable to achieve its scope of business (dissolution by law); 

 decision of the general meeting of shareholders / partners ( voluntary dissolution ); 

 decision of the court; 

 declaration of nullity of the company; 
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ABSTRACT   

The latest legal regulations which became effective in June 2008, but amended and supplemented up to 
date, significantly shortened the time required for the deregistration of a company. Winding / liquidation 
procedure may be voluntary or required by circumstances. From a legal point of view, it is regulated, but 
there are problems in terms of accounting and tax matters. From an accounting perspective, the 
consequences are different in case of LLCs, if they have one or more partners. In tax terms, it is 
necessary to study each item of equity capital, from its establishment until its liquidation. 



 insolvency of the company causing bankruptcy; 

 cases stipulated by the articles of incorporation of the company. 

 

Specific reasons take into account the legal form of the company. 

 Article 228 of Law 31/1990, republished, states that the joint stock company is 

dissolved when: 

- it is found that accounting loss is greater than half of the share capital; 

- share capital is reduced below the legally  minimum level; 

- number of shareholders falls below the legal minimum  

 Partnership limited by shares is dissolved in the same conditions as the joint stock 

company, on the minimum amount of share capital and the minimum number of 

shareholders. 

 Article 229 of Law 31/1990, republished, states that the general partnership 

dissolves due to bankruptcy, insolvency, exclusion, withdrawal or death of one or 

more partners, when these causes determine that the number of partners reduces to 

one and the possibility of continuation the business with their heirs is non-existent. 

 Limited partnership dissolves due to bankruptcy, insolvency, exclusion, withdrawal 

or death of the general or limited partner. 

 Limited liability company dissolves when: 

- it is reported the loss of half of the share capital or reducing it’s under the legal 

threshold of 200 lei; 

- after bankruptcy, insolvency, exclusion, withdrawal or death of one or more 

partners, their number decreased to 1. 

From these rules, the following exceptions may occur: 

 within a 9-month period from the date of reporting the loss or decrease of the 

share capital , it is completed or reduced to the legal limit; 

 in the Articles of incorporation was registered a clause for continuation of activity 

with the heirs of the deceased person; 

 partner remained after initiation of bankruptcy proceedings for the other partners, 

of their insolvency, exclusion, withdrawal or death, decide to continue conducting 

business as a sole partner limited liability company.   

 

Contents  

Dissolution of the company may take place with or without liquidation. As a general rule, 

dissolution will take place without liquidation, when it is decided total division or merger of the 

company. The dissolution of a limited liability company with sole partner is also provided by 

law without liquidation, in which case the net assets of the company are forwarded to the sole 

partner. 

 

Law 31/1990 on trading companies, republished, stipulates in Article 232, the need for the 

registration of dissolution of companies in the Trade Register and publishing it in the Official 

Gazette, unless the dissolution is the consequence of the fact that the time set for the validity 

of the company passed. 

 

If dissolution is caused by bankruptcy, it will be released by the Court invested with the 

bankruptcy proceedings.  

 

Throughout the liquidation specific operations the legal personality of the company will be 

maintained. 

 

Next, we will deal with the voluntary dissolution of the company. In order to close a business, 

i.e. its liquidation, it is necessary to follow three steps: (i) dissolution, (ii) liquidation and (iii) 

deregistration of the company. In view of the voluntary dissolution of the company, the 

following steps shall be followed: 

 Preparing and drafting the liquidation report; 

 Preparing the balance sheet prior to liquidation; 



 Liquidation of the company, registration of liquidation operations in the  

accounting records, preparing the balance sheet after liquidation and 

submitting it to the Trade Register; 

 Deregistration of the company from the Trade Register. 

 

Voluntary liquidation of the company can be done with or without liquidator. In case of 

appointment of a liquidator, he/she takes over the rights and obligations of directors, whose 

mandates cease. 

 

The liquidator shall prepare the liquidation report by private signature, which mentions the 

share of net accounting assets (equity capital) between partners. 

 

The liquidation balance will be recorded with the Public Finance Administration and then with 

the Trade Register. Also, at the Public Finance Administration will be submitted the 

incorporation certificate of the company, provided by the Trade Register Office, accompanied 

by all its annexes. At the time of deregistration of the company from the Trade Register 

Company, the file will be completed with a tax certificate stating that the company does not 

record tax liabilities. Briefly, the steps to be followed, concentrated into two phases are: 

 

Step 1: Dissolution Phase 

 Registration request; 

 AGA decision stating the dissolution of the company and the appointment of the 

liquidator; 

 Liquidator's statement that he/she meets this capacity; 

 Liquidator's specimen signatures; 

 Proof of payment of stamp duty and fee at the Trade Register. 

 

The Amending Act shall be published in the Official Gazette and, after 30 days it proceeds to 

the next step, if there was no opposition by third parties. In case of an opposition, the de-

registration request may be filed, after the opposition rejection decision becomes irrevocable 

or it was proceeded to payment / guaranteeing debts and acceptance of the situation by 

creditors. However, the term is still 30 days.  

 

Step 2: De-registration Phase 

 De-registration request; 

 Balance sheet prior to liquidation; 

 Liquidation project, calculation of liquidation and income tax result, project of allotting 

the net accounting asset to partners and taxation of some equity items; 

 Liquidator's report; 

 Incorporation certificate and its annexes; 

 Tax certificate; 

 Proof of payment of stamp duty and fee at the Trade Register. 

 

Case Study 

We shall consider the case of a limited liability company, with two partners, individuals (one 

holds 80 % of the share capital and the other 20%). To this end, we shall start from a 

simplified balance, which includes the following items before the liquidation operation: 

 
Buildings 300,000 Share capital 440,000 

Depreciation of buildings (300,000) Revaluation reserve 100,000 

Commodities 460,000 Legal reserve  80,000 

Adjustment at the depreciation of 
goods       

(10,000) 
Other reserves 

20,000 

Customers                          200,000 Retained earnings  50,000 

Uncertain customers 40,000 Profit of the fiscal year 210,000 

Adjustment to customer 
depreciation 

(20,000) 
Equities 

900,000 



Bank cash 430,000 Trade payables 160,000 

  Corporate tax       40,000 

Total assets                           1.100.000 Debts and equities 1.100.000 

 

The fiscal year income, fully taxable was in the amount of 1,200,000 lei and expenditures of 

950,000 lei, fully deductible. It resulted an accounting gross profit of 250,000 lei, of which, 

after deducting the corporate tax amounting to 40,000 lei, it resulted an accounting net profit 

of 210,000 lei. 

 

Decision of voluntary liquidation, due to exceeding the time set for the validity of 

the company, will register: 

a). building sale, liquidation price 50,000 lei, VAT 24 % ; 

b). sale of trading stock, sale price 440,000 lei, VAT 24 %; 

c). collection of current receivables from the sale mentioned at sections a) and b) and 

from the balance; 

d). payment of trade and tax payables. 

 

It will be determined the liquidation result and, if it is reported as profit, corporate tax is 

calculated, then the equity items will be taxed, after a careful review of their nature and 

history. In this regard, we shall enter the liquidation procedures in the accounting records: 

 

1) Sale of building:   

                                    
461 = %        62.000  

,,Sundry debtors”  7583 
,,Proceeds from disposal of assets and 

other capital transactions” 
4427 

„Output VAT” 

                50.000  
 

 
                12.000 

 

2) De-recognition of fully depreciated assets: 

 
2812 = 212 300.000  

„Depreciation of buildings”  „Buildings”  

 
3) Liquidation of trade stock:      

      
  4111 

“Customers” 
= % 

707  
,,Sale of goods purchased for resale” 

4427  
„Output VAT” 

545.600  
440.000  

 
105.600  

 
4) Discharge of commodities from administration: 

 
607 

,,Goods for resale” 
= 371  

,,Goods purchased for 
resale” 

460,000  

 
5) Reversal impairment, superfluous: 

 
397 

,,Adjustments for depreciation of 
commodities” 

= 7814  
,,Income from adjustments for 
depreciation of current assets” 

10.000  

 
6) Collecting current and balance receivables (62.000 + 545.600 + 200.000): 

 
5121 = % 807.600  

,,Cash at bank in lei”  461 
,,Sundry debtors” 

4111 
„Customers” 

  62.000  
 

745.600  

 

7) Reversal impairment of contested debts:  



491 
"Impairment of customer 

receivables” 

= 7814  
,,Reversal of write-down of 

current assets” 
          20.000  

 

8) Registration of loss for the customer contested debts: 

 
654 

,,Bad debts written off” 
= 4118 

,,Doubtful customers or customers 

involved in litigation” 

            40.000  

 

9) Payment of trade and tax payables: 

 
% 

  
                         401 

,,Suppliers” 
                         4411 
            ,,Current income tax” 

= 5121  
,,Cash at bank in lei” 

        200.000 
 
        160.000   
          
          40.000  
 

 

10) Incorporating income into profit: 

 
% 

707  
,,Sale of goods purchased for resale” 

7583  
,,Proceeds from disposal of assets and 

other capital transactions” 
7814  

 ,,Reversal of write-down of current 
assets” 

= 121  
,,Profit or loss for the period” 

520.000  
 

440.000 
    

  50.000  
    
 

30.0  

 

11) Closing expenditure account: 

 
121  

,,Profit or loss for the 
period” 

= % 
607 

,,Goods for resale” 
654 

,,Bad debts written off” 

      500.000  
      460.000  

 
                   40.000  

 

12) Registration of VAT payable: 

 
4427 

„Output VAT” 
= 4423  

,,VAT payable” 
           117.600  

 

Once done with the liquidation procedure, it shall then proceed to the calculation of the 

liquidation result: 
● Liqudation income 520.000 lei 

(-) Liquidation expenditures (500.000 lei) 
= Liquidation accounting profit 20.000 lei 
(-) Tax deductions                       (30.000 lei) 

(+) 
Expenditures not deductible for tax 
purposes  

40.000 lei 

= Liquidation tax profit 30.000 lei 
● Corporate tax       4.800     lei 

 
13) Registration of corporate tax: 

 
691 

,,Income tax” 
= 4411 

,,Current income tax” 
              4.800  

 

14)    Reimbursement of corporate tax on earnings:  

 
121 

,,Profit or loss for the period” 
= 691 

,,Income tax” 
               4.800  

 

15) VAT payment: 



4423 
,,VAT payable” 

= 5121  
,,Cash at bank in lei” 

            117.600  

 

16) Payment of corporate tax due: 

 
4411 

,,Current income tax” 
= 5121  

,,Cash at bank in lei” 
               4.800 

   

Balance before performing the partition comprises: 
Bank cash 915.200 Share capital 440.000 

  Revaluation reserve 100.000 

  Legal reserve  80.000 

  Other reserves 20.000 

  Profit carried forward 50.000 

  Fiscal year profit 225.200 

Total assets                         915.200 Equities 915.200 

 

We shall review each equity item, in order to set the tax debts, knowing that partners are 

individuals.  

 

The share capital represents the contribution brought by the new company partners. 

Revaluation reserves were taxed to the extent of depreciation registration only for the amount 

of 40.000 lei; therefore, corporate tax of 16 % shall apply on the difference.  

 

Legal reserves were established when the corporate tax rate was 25 %. Consequently, the 

corporate tax shall be deducted by 25%.  

 

Other reserves amounting to 20,000 lei represented a tax facility for the amount of 15,000 lei 

of 12.5 % for the export businesses of the company with the collection of receivables, and 

5,000 lei were made up of net profit. Therefore, the amount of 15,000 lei is taxed by 12.5 % 

(25 % corporate tax - 12.5 % tax facility).  

 

Retained earnings and profit carried forward represent net amounts and therefore, they shall 

not be taxed on profits. 

 

According to Article 22, fifth paragraph of the Fiscal Code, reduction or cancellation of any 

provision or the reserve that was previously deducted shall be included in taxable income, 

whether the reduction or cancellation is due to change in the destination of provision or 

reserve, allocation of provision or reserve to participants in any form, liquidation, dissolution, 

merger of taxpayer or any other reason. 

 
● Legal reserve (80.000 lei * 25%) 20.000 lei 

(+) Revaluation resere (60.000 lei * 16%)   9.600 lei 
(+) Other reserves (15,000 lei * 12,5%)            1.875 lei 
= Corporate tax related to income similar items 31.475 lei 

 
17) Registration of corporate tax: 

 
691 

,,Income tax” 
= 4411 

,,Current income tax” 
             31.475 

 
18) Reimbursement of corporate tax on earnings:  

 
121 

,,Profit or loss for the period” 
= 691 

,,Income tax” 
             31.475 

 
19) Payment of corporate tax due: 

 
4411 

,,Current income tax” 
= 5121  

,,Cash at bank in lei” 
             31.475 

 

Following the taxation of profit, considering the items similar to income, shareholders' equity 

decreases to 883.725 lei.  



20) Registration of equity to be allotted before taxation of income earned by the associated individuals: 

 
% 

1012  
,,Subscribed capital paid” 

105  
,,Revaluation reserve” 

1061  
,,Legal reserve” 

1068  
,,Other reserves” 

117 
,,Retained earnings” 

121 

,,Profit or loss for the period” 

= 456  
,,Transactions with 

shareholders / associates 
related  

to capital” 

883.725  
440.000   

    
100.000  

    
              80.000  
 
  20.000  
 
              50.000 
         
            193.725  

 

Cash allocations made in connection with the liquidation of a legal person shall not be 

considered dividends, within the meaning of Art. 7, first paragraph, section 12 of the Fiscal 

Code. 

However, in the case of individuals who receive income from the liquidation of the legal 

person, such income represents investment income, see Art. 65, first paragraph, letter e) of 

the tax code). Furthermore, Art. 66 eighth paragraph of the tax code States that the taxable 

income obtained from the liquidation of a legal person represents the surplus of allocations in 

cash or in kind over the capital contribution of the receiving individual.  

In our specific case, taxable income resulted from the liquidation of taxable person is 443,725 

lei (883,725 minus 440,000 lei lei).  

 

Also, article 67, third paragraph, letter d) of the Fiscal Code states that the taxable income 

obtained from the liquidation of a legal person by individuals shareholders / partners are 

taxed with a rate of 16%, the tax being final. Obligation to calculate, withhold and remit the 

tax lies on the legal entity.  

 

So, tax on income obtained from the liquidation of the legal person is 70,996 lei (16% * 

443,725 lei). 

 
21)    Withholding tax on the proceeds of partners following the legal entity: 

 
456  

,,Transactions with shareholders / 
associates related  

to capital” 

= 446 
,,Other taxes and similar 

liabilities” 
          70.996 

 

Income tax obtained from the liquidation of a legal person shall be declared by the payer of 

income (trading company) by: 

 form 100 „Statement on state budget payment liabilities”; 

 form 205 „Informative statement on withholding tax and earnings / losses according to 

income beneficiaries”. 

Tax being final, individuals who derive income from the liquidation of a legal person, do not 

submit Form 220 „Statement of estimated revenue”, according to Art. 81, first paragraph of 

the Fiscal Code, nor the" Statement on earnings" (Form 200), according to Art. 83, third 

paragraph of the Fiscal Code. 

 
22) Tax shall be paid to the State budget up to the date of submitting the final financial statement (prepared 

by liquidators) to the Trade Register Office. 

 
446 

,,Other taxes and similar liabilities” 
= 5121  

,,Bank accounts in lei” 
               70.996  

 
23) Payment of net amounts resulting from the allocation of capitals: 

 
456  

,,Transactions with shareholders / associates 
related to capital” 

= 5121  
,,Cash at bank in lei”               812.729  



Conclusions 

The main problems raised by liquidation are in connection with the capitalization of assets, 

payment of debts and equity sharing, after liquidation, to partners. 

Liquidation of any company is a separate case study and has different results. Liquidators 

take over the management of the company on the basis of the inventory and balance. They 

are provided with and keep the company's documents and prepare a register of all liquidation 

operations. They do not have the right to undertake new commercial operations which 

contravene the purpose of liquidation. Otherwise, they are personally and jointly liable for 

their execution. 

After capitalizing assets by sale and collecting receivables, it shall proceed to the payment of 

debts to third parties. Finally, the net accounting asset (equity) is set, to be shared to the 

shareholders / partners. 

From the case study, we noted that it is necessary to know the history for each equity item. 

This is because it has tax implications and tax payable should be set, reported and paid. From 

an accounting perspective, we, the authors suppose that the corporate tax should not be 

recorded on account of expenditures but it should be recorded by the following accounting 

formula: 

456  
,,Transactions with shareholders / associates 

related  to capital” 

= 4411 
,,Current income tax” Corporate tax due 

 

In compliance with Article 256, first paragraph of Law 31/1990, republished, I quote: 

"Liquidators cannot pay the partners any amount on account of the parts they are 

entitled to following the liquidation, prior to paying the company's creditors". 

 

If, following liquidation, liquidities are not sufficient to cover debts, partners are liable to the 

extent of the share capital, while the shareholders are liable jointly and unlimited. 

Consequently, the latter will pay debts to creditors, on their own account. 
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